CHIT FUNDS ACT, 1982

[40 of 1982, dt. 19-9-1982]

AnActto provide for e regulation of chit furds and for niatters connected Heremith
Be it enacted by Parliament in the Thirty-third Year of the Republic of India as follows

1. Short

CHAFTER |
PRELIMINARY

title, extent and commencement

(1) This Act may be called the Chit Funds Act, 1982
(2) Itextendsto the whole of India except the State of Jlammu and Kashmir,

(3) It shall come into force on such date as the Central Governrment may, by
notification in the Official Gazette, appoint, and different dates may be appainted for
different States,

2. Definitions

In this Act, unless the context otherwise requires,

(a)

(t)

“approved bank" means the State Bank of India constituted under section
3 of the State Bank of India Act, 1955 (23 of 1955}, ur a subsidiary bank
constituted under section 3 of the State Bank of India (Subsidiary Banks)
Act, 1959 (38 of 1959), or a correspanding new bank constituted under
section 3 of the Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970 (5 of 1970). ora Regional Rural Bank established
under section 3 of the Regional Rural Banks Act, 1976 (21 of 1974}, or a
corresponding new bank constituted under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act, 1980 (40 of
1980}, or a banking company as defined under clause (2] of section 5 of the
Banking Regulation Act, 1949 (10 of 1949), or a banking institution notified
by the Central Government under section 51 of that Act or such other
banking institution as the State Government may, in consultation with the
Reserve Bank, approve for the purposes of this Act;

“Chit” means a transaction whether called chit, chit fund, chitty, kuri or by
any other name by or under which a person enters into an agreement with
a specified number of persans that every one of them shall subscribe s
certain sum of meney (or a certain quantity of grain instead) by way f
periodical instalments over a definite period and that each such subscriber
shall, in his turn, as determined by lot or by auction or by tender ar in such
other manner as may be specified in the chit agreement, be enlitled to the
prize amount,

Explanation : A transaction is not a chit within the meaning of this clause, if
in such transaction,—
(i) some alone, butnotall, of the subscribers get the prize amountwithaut
any liability to pay future subscriptions; or
(it) all the subscribers get the chitamount by turns with a lhahility to pay
future subscriptions;
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“chit agreement” means the document containing the articles of agreement
between the foreman and the subscribers relating to the chit;

“chit amount” means the sum total of the subscriptions payable by all the
subscribers for any instalment of a chit without any deduction of discount
or otherwise;

“chit business” means the business of conducting a chit;

“defaulting subscriber” means a subscriber who has defaulted in the
payment of subscriptions due in accordance with the terms of the chit
Agreement,

“discount” meens the sum of money or the quantity of grain which a prized
subscriber is, under the terms of the chit agreement, required to forege and
which is set apartunder the said agreement to meet the expenses of running
the chit or for distribution among the subscribers or tor both:

“dividend” means the share of the subscriber in the amount of discount
available under the chit agreement for rateable distribution among the
subscribers at each instalment of the chit;

“draw"” means the manner specified in the chit agreement for the purpose
of ascertaining the prized subscriber at any instalment of the chit;
“foreman” means the person who under the chit agreement is respomsible
for the conduct of the chitand includes any persondischarging the funchions
of the foreman under secton 29,

"non-prized subscriber” does not include a defaulting subscriber;
“prescribed” means prescribed by rules made under this Act;

“prize amount” means the difference belween the chit amount and the
diseount, and in the case of a fraction of a ticket means the difference
between the chit amount and the discount proportionate to the fraction of
the ticket, and when the prize amount is payable otherwise than in cash, the
value of the prize amount shall be the value at the time when it becomes
payabile,

“prized subscriber” means a subscriber who has either recelved or is
entitled to recelve the prize amount;

"Registrar” means the Registrar of Chits appointed under section &1, and
includes an Additional, a Joint, Deputy oran Assistant Registrar appeinted
under that seclicn;

"Reserve Bank” means the Reserve Bank of India constituted under the
Reserve Bank of India Act, 1934 (2 of 1934); )
“State Government”, in relation to a Union Territary, means the
administrator of that Union Territory appointed by the President uncer
article 239 of the Constitution;

“subscriber” includes a person who halds a fraction of a ticket and also a
transieree of a tHoket or fraction thereaf by assignment in wniting or by
operation of law;

“licket” means the share of a subscriber in a chit.

COMMENTS

The promater called 'foreman’ enrolls & number of subscribers and draws up the tarms and
canditions of the scheme in the lorm of an agreement.
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Theamountof discount is distributed as dividend eitharamong all the members aronly ameng
i non-prize members,

lis open to a subscnber to bid in a particular manth and become (he prized subseriber. Bu
the prized subscriber is obliged 1o furnish sulficient SEcUrity to the chit campany in arder o antitle
1o draw the prize monay,

Chit Fund transactions are nat debt tranzactions—~Narayana Praphy v Janardhan Mallan,
AlR 1874 Ker. 108,

‘Chit' is not a trust—Janardhans Mallan v. Gangadharan (1985) 58 Com Cas 3.
3. Actto override other laws, memorandum, articles, ete,
Save as otherwise express] ¥ provided in this Act,—

(a) the provisions of this Act shall have effect nobwithstandin g anything to the
contrary contained in any other law for the time being in force or in the
memorandum or articles of assaciation or b ye-laws or inany agreement or
resolution whether the same be registered, executed or passed, as the case
may be, before or after the commencement of this Ack and

(b} any provision contained in the memorandum, articles, bye-laws, agresment
or resolution aforesaid, shall, to the extent to which it is repugnant t the
provisions of this Act, become or be void, as the case may be.

. CHAPTER Il
REGISTRATION OF CHITS, COM MENCEMENT AND
CONDUCT OF CHIT BUSINESS

4. Prohibition of chits not sanctioned or registered under the Act

(1) No chit shall be commenced or cond ucted without obtaining the previous
sanction of the State Government within whose jurisdiction the chit is to he commenced
or conducted or of such officer as ma ¥ be empowered by that Governmentin this behalf,
and unless the chit is registered in that State in accordance with the provisions of this
Act:

PROVIDED that a sanction obtained under this sub-section shall lapse if the chit
is not registered within hyelve months from the date of such sanction or within such
further period or periods not exceeding six months in the aggregate as the State
Government may, on application made to it in this behalf, allow.

(2) Anapplication for the purpose of obtaining a sanction under sub-sectian (1)
shall be made by the foreman in such form and in such manner as may be prescribed.

{(3) The previous sanction referred to in sub-section (1) may be refused, if the
foreman,— '

{a) had been convicted of any offence under this Act or under any other Act
regulating chit business and sentenced to imprisonment for any such
offence; ar

(b) had defaulted in the pa ment of fees or the filing of any statement ar récord
: Eay I ) :
required to be paid or filed under this Act or had violated any of the
provisions of this Act or the rules made thereunder; ar

(¢} had been convicted of any offence involving moral turpitude and sentenced
to imprisonment for any such offence unless a period of five years has
elapsed since his release:

PROVIDED that before refusing any such sanction, the foreman shall be given a
reasonable opportunity of being heard,
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(4) The order of the State Government, and, subject to the provisions of sub-sec-
tion (3), the order of the officer empowered under sub-section (1}, issuing or refusing
previous sanction under this section shall be final.

{5) Any person aggrieved by the refusal to issue previous sanction by an officer
empowered under sub-section (1) may appeal to the State Gavernment within thirty
days of the date of communication to him of such refusal and the decision of that
Covernment on such appeal shall be final.

COMMENTS

—_
Bafare refusing any such sanction the foreman shall be given a reasonable opportunity of
peing haard.

5. Prohibition of invitation for subscriptions except under certain conditions

No person shall issue OT cause to be issued any notice, circular, prospecius,
proposal or other docum ent inviting the public to sub scribe for tickets in any chitunless
such notice, circular, prospectus, proposal or document conlains a stalement that the
previous sanction required under section 4 has been obtained and the particulars ofsuch
saniction, .
6. Form of chit agreement

(1} Ewery chil agreement shall be in duplicate and shall be signed by each of the

subscribers orby any person authorised by him inwriting and the foreman and attested
by at least two witnesses and it shall contain the following particulars, namely:

(a) full name and residential address of every subscriber;

{b} the number af tickets including the fraction of a ticket held by each
subscriber; .

{¢) the number of ‘nstalments, the amount payable for each ticket at every
instalment and the interest or penalty. if any, payable on any default in the
payment of such instalments;

{d) the probable date af commencement and the duration of the chif;

{e) the manner of ascertaining the prized subscriber at each instalment;

(f) the maximumamount ofdiscount which the prized subscriberhasto fureso
atany instalment;

(g) the mode and propartion in which the discount is distributable by way of
dividend foreman’s commission of remuneration or expenses for Tunning
the chit, as the case may be;

(h} the date, time and place at which the chit is to be drayvn;

{i) the instalment at which the foreman is to get the chit amount;

(j) thename of the approved bank in which chit moneys shall be deposited by
\ye foreman under the pravisions of this Act;

(k) where the foreman s an individual, the manner in which a chit shall be
continued when such individual dies or becomes of unsound mind or 1=
otherwise incapacitated;

{ty the consequencestowhicha non-prized or prized subscriber or the forerman
<hall be liable in case of violation of any of the provisions of the cnil
ng,l‘eurncnf;

{m} the conditions under which a subscriber shall be treated as o defaulting
subscriber;
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(n} the nature and particulars of the security to be offered by the foreman;

(o) the dates on which and time during which the foreman shall, subject to the
provisions contained in seclion 44, allow inspection of chit records to
non-prized and unpaid prized subscribers;

(p) the names of the nominees of each subseriber, (hat is ta say, the names of
the persons to whom the benefits aceruing to the subscriber under the chif
may be paid in the case of the death of the subscriber or when he is atherwise
incapable of making an agreement;

{q) any other particulars that may, from time-to-time, be prescribed,

Explanation ; For the purposes of this sub-section, it shall be sy fficient if the
signature of each subscriber is obtained in separate copies of the agreement.

{2) The duration of a chit shall not extend beyond a period of five years from the
date of its commencement:

PROVIDED that the State Government may permit the d uration of a chit up to 2
period of ten years if it is satisfied that it is necessary so to do, having regard to,—

{a) the financial condition of the foreman;

(b} his methods of operation;

{c) theinterest of Prospective subscribers;

(d} the requirements as to security; and

(e) suchother factors as the circumstances of the case may require.

{3; The amount of discount referred toin clause (£} of sub-section (1) shall not
exceed “[forty per cent] of the chit amount.
(1) Where the prized subscriber at any instalment of the chit is required to b

determined by auction and more than one person offer the maximum discount, the
prized subscriber shall be determined by lot.

COMMENTS

It shall be sufficient if the signature of each sutseriber is obiained in separate copies of tha
agreament. A chit agreerment shall not be allered, added 16 or cancellad excapt with the consant
i writing of the fareman and all the subscribers to tha chit,

7. Filing of chit agreement

(1) Every chit agreement shall be filed in duplicate by the foreman with the
Registrar,

(2} The Registrar shall retain one capy of the chit agreement and return the
duplicate to the foreman with an endorsement that the chit agreement has been regis-
tered:

PROVIDED that the Registrar may refuse to register the chitagreement onan v oone
or more of the following grounds, namely:

{a) that the security offered by the foreman under section 20 is insufficient:

(b) that the foreman had been convicted ofany offence under this Act or under
any other Act regulating chit business and sentenced to imprisonment for
any such offence:

I Substitutod for “thirly percent” by the Chil Funds CAmendment) Age, 200]
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(c) that the foreman had defaulted in the payment of fees or the filing of any
staternent or record required to be paid or filed under this Act or hiad
violated any of the provisions of this Act or the rules made thereunder;

(d) that the foreman had been convicted of any offence invalving maoral
turpitude and sentenced to imprisonment for any such offence unless a
period of five years has elapsed since his release:

PROVIDED FURTHER that before refusing to register a chit under the first proviso,
<& farernan shall be given a reasonable opportunity of being heard.

{3) Every endorsement made under sub-section (2} shall be conclusive evidence
hat the chit is duly registered under this Actand the registration af a chit shall lapse if
he declaration by the foreman under sub-section (1) of section 9 is not filed within three
nonths from the date of such endorsement or within such further period or periods not
xceeding three months in the aggregate as the Registrar may, an application made o
1im in this behalf; allow.

COMMENTS

The Registrar befora relusing to register a chit shall give raasonable opportunity of baing
\aard to the foreman. He shall record his reasons for such refusal in writing and communicate a
-opy of order 1o the applicant. The forcman has a right of appeal ag ainst the order of the Ragistrar
afusing 1o ragister bye laws or refusing 1o gmnt cerificate of commencament,

.. Minimum capital requirements for the commencement, etc. of a chit and creation
of a reserve fund by a company

(1) Notwithstanding anything contained in the Companies Act, 1956 (1 of 1956},
Jut subject to the provisions of this Act, a company shall not commence or carry on chit
susiness unless it has a paid-up capital of not less than rupees one lakh.

(2) Every company having a paid-up capital of less than rupees one lakh and
-arrving on chit business on the commencement of this Act, shall, before the expicy of
s period of thiee years from such commencement, increase its paid-up capital to not less
than rupees one lakh:

PROVIDED that the State Government may, if it considers itnecessary in the public
interest or for avoiding any hardship, extend the said period of three years in respect of
any company by such further period or periods not exceeding two years in the aggre-
ke

PROVIDED FURTHER that no such company shall commence any new chit the
duration of which would extend beyond the said period of three years or such extended
period or periods under the first proviso unless it increases its paid-up capital 1o not
less than rupees one lakh.

{3) Ewvery company carrying on chit business shall create and maintain a reserve
fund and shall, out of the balance of profit of each year as disclosed in its profit and loss
accountand before any dividend on its shares is declared, transfer to such reserve fund,
a sum equal to not less than ten per cent of such profit.

(4) Nocompany shall appropriate any sum or sums from the reserve fund except
with the prior approval of the Registrarand, for the purpose of ohtaining such approval,
it shall make an application in the prescribed form to the Registrar explaining the
circumstances relating to such appropriation.

9, Commencement of chit

{1} Every foreman shall, after all the tickets specified in the chit agreement are

fully subscribed, file a declaration to that effect with the Registrar.
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{2) Asoonasma vy beaftera declarationis filed under sub-section (11, the Registrar
shall, after satisfying himself that all the requirements relating to sanction, registration
of chitand other matters have been duly complied with, grant a certificate of COMIMEnce-
ment to the foreman.

(3} No foreman shall commence any auction or the draw of any chit or appropri-

ate any chit amount unless a certificate of commencement referred to in sub-section (2)
i5 obtained by him.

COMMENTS

Clausa (3) of section 9 prahibits the commencement of any avction or draw of any chit by
foreman betore oblaining a cartificate of commencement fram the Registrar.
10. Caopies of chit agreement to be given to subscribers

(1) ‘A foreman shall, as soon as may be after he has obtained the certificate of
cemmencement under sub-section (2) of section 9, but not later than the date of the first
draw of the chit, furnish to every subscriber, a copy of the chit agreement certified to be
A true copy.

{2) A foreman shall, within fifteen days after the close of the month in which the
draw for the first instalment of the chitis held, file with the Registrar, a certificate to the
effect that the provisions of sub-section (1) have been complied with.

COMMENTS

This section casts an obligation on the part of the fareman to supply cerified true copias of
chit agreement 1o each and every subscriber within spacified fime.

11. Use of the words “chit”, “chit fund”, “chitty” or “kuri”

(1) No person shall carry on chit business unless he uses as part of his name Ay
of the words “chit”, “chit fund”, “chitty” or “kuri” and no person other than a person
carrying on chit business shall use as part of his name any such word,

(2) Where at the commencement of this Act—

(a) any person is carrying on chit business without using as patt of his name
any of the words specified in sub-section {13 ar

{(b) “any person not carrying on chit business {s using any such word as part of
his name,

he shall, within a period of one year from such commencement, add as part of his
name any such word or, as the case may be, delete such word from his name;

FROVIDED that the State Governmenl ma v, ifitconsiders itnocessa ryinthe public
interest or for aveiding any hardship, extend the said period of one yvear by such further
period or periods not exceeding one year in the ageregate,

12. Prohibition of transacting business other than chit business by a company

(1} Except with the general or special permission of the State Government, no
campany carrying on chit business shall conduct any other business,

2) Where at the commencement of this Act, any company is carrying on any
business in addition to chit business, it shall wind up such other business before the
expiry of a period of three years from such cammencement;

FROVIDED that the State Governmient may, ifitconsiders itnecessary in the public
interest or for avoiding any hardship, extend the said period of three years by such
further period or periods not exceeding two years in the aggregate.
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COMMENTS

This section prohibits chit fund companies from doing amy other businass excapt willy the
permission of respective State Govammants.

13. Aggregate amount of chits

{1} Nofaremian, other than a firm or other association of individuals ora company
or co-operative saciety, shall commence or conduct chits, the a grregate chit amount of
which at any time exceeds '[rupees one lakh],

(2] Where the foreman is a firm or other association of individuals, the apgregate
chit amount of the chits conducted by the firm or other association shall not at an v time
exceed,—

(a) where the number of partners of the firm or the individuals constituting the
assoviation is not less than four, a sum of rupees “[six Ia kh):

(b) in any other case, a sum calculated on the basis af ’[rupcrzs one lakh] with
respect to each such partner or individual.

(3} Where the foreman is a company ar co-operative sociely, the aggregate chit
amount of the chits conducted by it shall not at any time exceed ten imes the net owned
funds of the company or the co-operative society, as the case may be,

Explanation : For the purposer of this sub-section, “net owned funds” shall mean
the aggregate of the paid-up capital and free reserves as disclosed in the last audited
balance sheet of the company or co-operative society, as reduced by the amount of
accumulated balance of loss, deferred reve nue, expenditure and other intangible assets,
itany, as disclosed in the said balance shest.

COMMENTS

It prescribes the criteria for the chit business lor individuals, firms, cooperative socisties and
companies. It fives the aggregate chit amount of ehits which are conductad by the companias with
referance (o their net owned funds.

14, Utilisation of funds

{1) No person carrying on chit business shall utilise the moneys collected in
respect of such business (other than commission or remuneration payable to such person
ot interest or penalty, if any, received from a defaulting subscriber), except for,—

(&) carrying on chit business; or

(b) giving loans and advances to non-prized subscribers on the security of
subscriptions paid by them; ar

(e} investing in trustee securities within the meanin g of section 20 of the Indian
Trusts Act, 1882 (2 of 1882); or

(d) making deposits with approved banks mentioned in the chit agreament.

(2) Where any person carrying on chit business has utilised the moneys collected
in respect of such business before the commencement of this Act, otherwise than for the
purpose specified in sub-section (1), he shall secure thatso much of such moneys as have
not been realised before such commencement are realised before the expiry of a period
of three vears from such commencement:

b Substiuted for “twenty-five thousand rupees” by the Chit Funds {Amendment) Act, 2001
1 Subsbiuted for “ane fakh” by the Chit Funds {Amendment} Act, 2001
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PROVIDED thatthe State Government ma ¥, ifitconsidersitnecessary in the public
interest or for avoiding any hardship, extend the said period of three years by such
further period or periods not exceeding one year in the aggregate.

15. Alteration of chit agreement

Achitagreement shall not be altered, added to or cancelled except with the consent
in writing of the foreman and all the sy bscribers to the chit,

16. Date, time and place of conducting chits

(1) Every drawina chitshall be held on the date, at the time and place mentoned
in the chit agreement and a notice therefor in such form and in such manner as may he
prescribed shall be issued by the foreman to all the subscribers,

(2) Every such draw shall be conducted in accordance with the provisions of the
chitagreement and in the presence of not less than two subscribers.

(3} Where any draw was not conducted on the ground that two subscribers
required to be present at a draw under sub-section (2) were not present or on any other
ground, the Registrar may, on his own motion oronanapplication made by the foreman
or any of the subscribers, direct that the draw shall be conducted in his presence or in
the presence of any person deputed by him.

COMMENTS

Sanding of notice under cerificate of posting is absalutely necassary in the laht of past
experenca of exploitations and foul-play In the matter of conducting chil funds—Madurai
Ramanathapuram Mavatia Sestu Comnanigal Sangam v, Union of India, 1954 {80) Comp. Cases
B85,

17. Minutes of proceedings

{1) The minutes of the proceedings of every draw shall be prepared and entered
inabaok to be kept for that purpose immediately after the closure of the draw and shall
be signed by the foreman, the prized subscribers, if present, or their authorised agents,
and at least two other subscribers who are present, and where a direction has been made
under sub-section (3) of section 16, also by the Registrar or the Person deputed by him
under that sub-section.

(2) The minutes referred to in sub-section (1) shall state clearly,—

(a) the date and hour when proceedings began and ended and the place where
the draw was held;

(k) the number of the instalment of the chit to which the proceedings relate;
(c) the names of the subscribers present;

(d) the persan or persons who become entitled to the prize amaount in the
instalment;

(e) the amount of discount:
(f} full particulars regarding the disposal of the unpaid prize amount, if any,
In respect of any previous instalment; and

(8) any other particulars that may be prescribed.
18. Copies of minutes to be filed with Registrar
A true copy of the minutes of the proceedings of every draw certified as such by
the foreman shall be filed by the foreman with the Registrar within twenty-one days
from the date of the draw to which it relates.
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1%, Restriction on opening of new place of business

(1) No person carrying on chit business shall open a new place of business
without cbtaining the prior approval of the Registrar within whose territorial Jurisdic-
tion his registered office or, as the case may be, the place or the principal place of business
is situated.

(2) Before granting approval under sub-section (1), the Registrar shall consult the
Registrar of the State within whaose territorial jurisdiction the new place of business is
proposed to be opened and shall also keep in view the fina ncial condition and methods
of operation of the foreman, the extent to which public interest will be served by the
opening of the new place Jf business and such other matters as may be prescribed.

(3) Where a person carrying on chit business opens a new place of business in a
State other than the State (hereinafter referred to as the State of origin) in which his
registered office or the place or the principal place of his business is situated, the
Registrar of the State in which such new place of business is opened may alsa exercise
and perfarm any of the powers and functions which the Registrar of the State of origin
may exercise and perform in respect of *he chit business carried on at such new place of
business:

{4) For the purposes of this section, “place of business” shall include any branch

office, sub-office, or any place of business where the chit business may be conducted by
such person.

CHAPTER IlI
RIGHTS AND DUTIES OF FOREMAN

20. Security to be given by foreman

(1) For the proper conduct of the chit, every foreman shall, betore applylng fora
previous sanction under section 4,—

(a) deposit in the name of the Registrar, an amount equal to—
(i) fifty per cent of the chitamount in cash in an approved bank; and
{ii) fifty per centof the chitamount in the form of bank guarantee from an
approved bank; or|

(b} transfer governmentsecurities of the face value or market value(whichever
is less) of not less than one and a half times the chit amount in favour of the
Registrar; or
(¢) transfer in favour of the Registrar such other secunties, being securities in
which a trustee may invest money under section 20 of the Indian Trusts Act,
1882 (2 of 1882), or such value, as may be prescribed by the State
Government from time-to-Hmes
PROVIDED that the value of the securities referred to in clause (c) shall not, in any
case, be loss than one and a half times the value of the chut amount

{2} Where a foreman conducts more than one chit, he shall furnish security in
accordance with the provisions of sub-section (1) in respect of each chit.

(3) The Registrar may, at any time during the currency of the chit, permit the
substitution of the security:

Substituted by the Chit Funds {Amendment) Act, 2001
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PROVIDED that the face value or market value (whichever is less) OF the substi:
tuted security shall not be less than the value of the security given by the fareman under
sub-section (1).

(4) The security given by the foreman under sub-section (1), or any security
substituted under sub-section (3), shall not be liable to be attached in execubon of a

decree or otherwise until the chit is terminated and the claims of al] the subzcribers are
fully satisfied.

(5) Where the chit is terminated and the Registrar has satisfied himself that the
claims of all the subseribers have been fully satisfied, he shall order the release of the
security furnished by the foreman under sub-section (1), or the security substituted
under sub-section (3), as the case may be, and in doing so, he shall fallow such procedure
as may be preseribed,

{6) Notwithstanding anything to the contrary contained in any other law for the
time being in farce, the security furnished under this section shall not be deall with by
the foreman during the currency of the chit to which it relates and any dealing by the
foreman with respect thereto b ¥ way of transfer or other encumbrances shall be null and
void.

COMMENTS

The solvency of foremen being a matter of concern for the subseribers (o the chit and furthar
due conduct of the chit baing necessary to protact the interests of the subscribars the foraman i5
required to give security for the proper conduct of tha chit,

21. Rights of foreman

(1) The foreman shall be en titled, —

{a) in the absence of any provision in the chit agreement to (he contrary, to
obtain the chit amount at the first instalment without deduction of the
discount specified in the chit agreement, subject to the condition that he
shall subscribe to a ticket in the chit:

"ROVIDED that in a case where the foreman has subscribed to more than
one ticket, he shall not be eligible to obtain more than one chit amount in g
chit without discount,

(b} tosuch amount not exceeding five per cent of the chit amount as may b
fixed in the chit agreement, by way of commission, remuneration or for
mecting the expenses of running the chit

(¢} to interest and penalty, if any; payable on any defaull in the payment of

instalments and to such other amounts as may be payable to him under the
provisions of the chit agreement;

{d) toreceive and realise all subscriptions from the subscribors and todistribute
the prize amounts ta the prized subscribers;

(¢} to demand sufficient securi ty from any prized subscriber for the due
payment of future subscriptions payable by him.
Explanation ; A security shall be deemed to be sufficient for the purposes of
this clause if its value exceeds by wne-third, or if it consists of immovabie
properties, the value of which exceeds by ane-half, of the amount due from
the prized subscriber;

(f) tosubstitute subscribers in pliace of defaulting subseribers; and
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(g) todoall other acts that may be necessary for the due and proper conduct of
the chik.

(2} Where any dispute arises with regard to the value of the property offered as
security under clause (e) of sub-section (1), it shall be referred to the Registrar for
arbitration under section 64.

COMMENTS !

The faraman cannot incur expenditure at the cost of the subscriber and then claim higher
commission. The commission of 5% was declared to be reasonable by the Supreme Courl—Sr
Ram Chit & Investment P. Ltd. v. Union of India, 1994 (2) Comp LJ 43D.

22, Duties of foreman

(1) The foreman shall, on the prized subscriber furnishing sufficient security for
the due payment of future subscriptions, be bound to pay him the prize amount;:

PROVIDED that the prized subscriber shall be entitled fo the payment of the prize
amount without any security whatsoeve - if he agrees to the deduction therefrom of the
amount of all future subscriptions and in such a case, the foreman shall pay the prize
amount to the prized subscriber within seven days after the date of the draw or before
the date of the next succeeding instalment, whichever is earlier:

PROVIDED FURTHER that where the prize amount '1as been paid to the prized
subscriber under the first proviso, the amount deducted shall be deposited by the
foreman in an approved bank mentioned in the chit agreement and he shall not
withdraw the amount so deposited except for the payment of future subscriptions:

(2} T owning to the default of the prized subscriber, the prize amount due in
respect of any draw remains unpaid until the date of the next succeeding instalment,
the foreman shall deposit the prize amount forthwith in a separate account in an
approved bank mentioned in the chitagreement and intimate in writing the fact of such
deposit and the reasons therefor to the prized subscriber and the Registrar:

FROVIDED thal where any prized subscriber does not collect the prize amount in
respect of any instalment of a chit within a period of two months from the date of the
draw, it shall be apen to the foreman to hold another draw in respect of such instalment

{3) Every payment of the prize amount or the amount of future subseri ptions under
sub-section (1), and the deposit of the prize amount under sub-section (2), shall be
intimated to the subscribers at the next succeeding draw and the particulars of such
payment or deposit shall be entered in the minutes of the proceedings of that draw.

{4) The foreman shall not appropriate to himself any amount in excess of what he
is entitled to under clause (b) or clause (c) of sub-section (1) of section 21:

PROVIDED that wheie the foreman is himself a prized subscriber, he shall be
entitled to appropriate to himself the prize amount subject to his complying with the
provisions of section 31:

PROVIDED FURTHER that the foreman may appropriate to himself the interest
accruing on the amount deposited under the second proviso to sub-section (1).

(5) The foreman shall not admit any person as a subscriber to a chit, if, by such
admission, the total number of tickets mentioned in the =hit agreement is increased.

{6) The foreman shall distribute among the subscribers, in accordance with the chit
agreement, the dividend either in cash, grain or by way of adjustment towards the
subscriptions payable for the next instalment, if any.
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23. Books, records, ete., to be kept by foreman

The foreman shall maintain in his registered office, or, as the case may be, in the
place or the principal place of his business, or where the foreman has any branch office,
sub-office, or any place of business for the conduct of chit business in a State ather than
the State in which his registered office or the principal place of his business is situated,
in such branch office, sub-office or place of business in respect of business conducted in
that State—

(a) aregister containing—
(i} the names-and full particulars of the subscribers in each chit together
with the number of tickets held by each subsecriber;
(i) the dates on which the subscriber signed the chit agreement; and
(iii) in the case of an assignment of a ticket by a subscriber, the name and
full address of the assignee with the date of assignment and the date
on which the assignment has been recognised by the foreman:
(b} a book containing the minutes of the proceedings of each draw;
{c) aledger containing—
(i} the amounts paid by the subscribers in each chit and the dates of such
payments;
(iiy the.amounts paid to the prized subscribers and the dates of such
payments; and
(ili) in the case of any depaosit in an approved bank mentioned in the chit
agreement the date and the amount of such deposit;
(d) a register in the prescribed form showing the amounts deposited in
approved banks as required under the provisions of this Act in respect of
all chits conducted by the foreman at his office; and

(e} such other registers and books in such form as may be prescribad by the
State Government within whose jurisdiction the chit is conducted.

COMMENTS

All recards pedaining te a chit shall be kept by the foreman for a penod of B years from the
date of tarmination of the chit,

24. Balance sheet

Without prejudice to the provisions of the Companies Act, 1956 (1 of 1956), every
foreman shall prepare and file with the Registrar within such time as may be prescribed,
a balance sheet as on the last date of each calendar year, or, as the case may be, the
financial year of the foreman, and a profitand loss accountrelating to the year of account,
in the forms set out in Parts T and 11 of the Schedule, or as near thereto as circumstances
admit, in respect of chit business and audited by auditors qualified to act as auditors
under the Companies Act, 1956, or by a chit auditor appointed under section £1:

PROVIDED that where a balance sheet is audited by an auditor qualified to act as
auditor under the Companics Act, 1956 (1 of 1956), a chit auditor appointed under
section 61 shall have the right to audit the balance sheet at any time if so authorised by
the Registrar in this behalf.

5. Liability of foreman to subscribers

(1} Every foreman shall be liable to account to the subscribers for the amounts due
to them,
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(2} Where there are more than one foreman in a chit, each one of them jointly and
severally and, if the foreman is a firm or other association of individuals, each one of
the partners or individuals thereofjointly and severally and, if the foreman isa company,
the company as such, shall bé liable to the subscribers in respect of the obligations arising
out of the chit.

26, Withdrawal of foreman

{11 Mo foreman, or where there are more than one foreman in a chit, none of them |
shall withdraw from the chit until its termination unless such withdrawal is assented
to in writing by all the non-prized and unpaid prized subscribers and a copy of such
assent has been filed with the Registrar under section 41.
(2) The withdrawal from a chit of any one of the foreman shall notaftect the security
given by him under section 20 or section 31.

CHAPTER IV
RIGHTS AND DUTIES OF NON-PRIZED SUBSCRIBERS

27. Non-prized subscribers to pay subscriptions and obtain receipts

Every non-prized subscriber shall pay his subseription due in respect of every
instalment on the dates and times and atthe places mentioned in the chitagreement and
shall, on such payment, be entitled to obtain a receipt from the foreman.
28, Removal of defaulting subscribess

{1) A non-prized subscriber who defaults in paying his subscription in accordance
with the terms of the chit agreement shall be liable to have his name removed from the
list of subscribers and a written notice of such removal shall be given by the foreman to
the defaulting subscribers within fourteen days of the date of such removal;

PROVIDED that if the defaulter pays the defaulted instalment with interest at such
rate as may be prescribed within seven days of the date of receipt of such notice, his
name shall be re-entered in the list of such subscribers,

{2} Every such removal under sub-section (1) shall with the date thereof be
entered In the relevant book maintained by the foreman.

(3) A true copy of the entry referred to in sub-section (2) shall be filed by the
foreman with the Registrar within fourteen days from the date of removal.

{4) Any defaulting subscriber aggrieved by the removal of his name from the list
of subseribers may, within seven days of the date of receipt of the notice of remaval refer
the matter to the Registrar for arbitration under section 64
24, Substitution of subscribers

(1) A foreman may substitute in the list of subscribers any person (hereafter in
this Chapter referred to as the substituted subscriber} in place of the defaulting sub-
seriber whose name has been removed under sub-section (1} of section 28,

(2) Every substitution referred to in sub-section (1) shall, with the date thereof,
be entered in the relevant book maintained by the foreman and a true copy of every such
entry shall be filed by the fareman with the Registrar within fourteen days from the date
of substitution.

30, Amounts due lo defaulting subscribers

(1} A foreman shall, out of the amounts payable by and realized from the
substituted subscriber towards the instalments relatable to the period before the date of
the substitution (including the arrears due from the defaulting subscriber), deposit,
Lefore the date of the next succeeding instalment, in a separate identifiable account in
an approved bank mentioned in the chit agreement, an amount equal to the contribu-
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tions made by the defaultin g subscriber less such deductions as may be provided for in
the chit agreement, and shall inform the defaulting subscriber as well as the Registrar
af the fact of such deposit and shall not withdraw the amount so deposited except far
payment to the defaulting subscriber,

(2) The amount so deposited under sub-section (1) shall be paid to the defaulting
subscriber as and when he claims the ama untand the amount so deposited shall not be
withdrawn by the foreman for any purpose other than for such payment,

(3} The contributions of any defaulting subscriber wha has not been substituted
till the termination of the chit shall be paid to kim within fifteen days from the date of
termination of the chit subject to such deductions as may be provided for in the chit
agreement.

CHAPTER V
RIGHTS AND DUTIES OF PRIZED SUBSCRIBERS
31. Prized subscriber to furnish security

Every prized subscriber shall, if he has not offered to deduct the amount of al]
future sy bscriptions from the prize amountdue to him, furnish and p fareman shall take,
sufficient security for the dye payment of all future subscriptions and, if the foreman is
a prized subscriber, he shall give security for the due payment of all the future
subscriptions to the satisfaction of the Registrar,

32, I'rized subscriber to pay subscriptions regularly

Every prized subscriber shall pay hissubscriptions regularl y on the datesand times
and at the place mentioned in the chit agreement and, on his failure to da so, he shall be
liable to make a consolidated paymentofall the future subscriptions forthwith.

COMMENTS

_—_——
It makes the payment or future subscriptions independent from prize amolnt.
33. Foreman to demand future subscriptions by written notice

(1) A foreman shall not be entitled to claim a consolidated payment from a
defaulting prized subscriber under section 32 unless he makes a demand to that effect
N writing.

(2) Where 3 dispute is raised under this Act by a foreman for a consolidated
payment of future subscriptions from a defaulting prized subscriber and if the sub-
scriber pays to the foreman on or before the date to which the dispute is posted for
liearing the arrears of Subscriptions till that date together with the interest therson at
the rate provided for in the chit agreement and the cost of adjudication of the dispute,
the Registrar or his nominee hea ring the dispute shall, notwi thstanding any contract to
the contrary, make an order directing the subscriber to pay to the foreman the futyre
subscriptions on or before the dates on which they fall due, and that, in case of any
default of such payments by the subscriber, the foreman shall be at liberty to realise, in
execution of that order, all future subscriptions and interest logether with the costs, if
any, less the amount, if any, already paid by the subscriber in respect thereof:

PROVIDED that if any such dispute is on a promissory note, no order shall be
passed under this sub-section unless such promissory note expressly states that the
mmaount due under the promissery note is towards the payment of subscriptions to the
chit,

(3) Any person who halds any interest in the property furnished as seeur] by or
part thereof, shall be entitled to make the payment under sub-section (2),
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(4) All consolidated payments of future subscriptions realised by a foreman shall
be depositad by him in an approved bank mentioned in the chit agreement before the
date of the succeeding instalment and the amount so deposited shall nat be withdrawn
except for payment of future subscriptions.

(5) Whereany pmpert}risublained assecurity inlieuof the consalidated payment
of future subscriptions, it shall remain as security for the due payment of future
subscriptions,

CHAPTER VI
TRANSFERS
34. Restrictions on transfer of rights of foreman

(1) No transfer of the rights of a foreman to receive subscriptions from the prized
subscribers shall be made without the previous sanction in writing of the Registrar.

(2) Any transfer of the rights of a foreman to receive subscription from the prized
<ubseribers shall, if it is likely to defeat or delay the interest of a non-prized or unpaid
prized subscriber, be voidable at the instance of such subscriber.

{3} Whenunder sub-section (2), a transfer is disputed by asubscriber, the burden
of proving that the foreman was in solvent circumstances at the time of the transfer and
ihat the transfer does not defeat or delay the interests of such subscriber is on the
transferee.

COMMENTS

# conjoint reading of sub-sections (1) and (2) of section 34 astablishes that thera is no lotal
prohibition for @ transier of tha Aghts of a fareman 1o receive subscription from a prized subscrber
wut if such a transfer is made, itis only a voidable transfer which can be set aside on application
by a non-prized or unpaid prizer subscriber whosa interests are [ikely to ba effacted prejudicially
by such transiar.

35, Transfer of non-prized subscriber’s rights to be in writing

Every transfer by a non-p rized subscriber of his rights in the chit shall be in writing
duly attested by at least two witnesses and shall be filed with the foreman.
36, Recognition of transfer by foreman

Every transfer under section 35, shall, within a period of fourteen days from the
date of receipt of the proposal for transfer by the foreman, be recognised by him unless
the transferee is not solvent or the transfer was effected with a view to defeating the
provisions of any law including this Act and the decision of the foreman to recognise
the transfer or not shall forthwith be communicated to the parties concerned.

37. Entry of transferee’s name in the books )

Every transfer under section 14 or section 35 shall be entered by the fore man ln the
baoks of the chit forthwith and a true copy of such entry shall be filed by the foreman
with the Registrar within fourteen days from the date of making such entry.

CHAPTER VI
MEETINGS OF GENERAL BODY OF SU BSCRIBERS
38. Meetings of general body of subscribers

(1) Theforemanmay, on his own motion, convenea special meeting of the general
body of subscribers for considering any proposal to pass a special resolution.

(2} The foreman shall convene sucha meeting on the requisition in wriling of mot
|ess than twenty-five per centof the number of non-prized and unpaid prized subscrib-
prs, and the meeting so convened shall be held within thirty days of the date of receipt
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of the requisition and if the foreman refuses or failstocall such ameeting within fourteen
days of the date of receipt of such requisition, no less than twenty-five per cent of the
number of non-prized and unpaid prized subseribers may give natice of the fact 1o the
Registrar.

(3) The Registrar shall, within bwenty-one days of the receipt of t notice under
sub-section (2), convene or direct the convening of a special meeting of the general body
of the subscribers and on receipt of such a direction, it shall be the duty of the foreman
to comply with such direction.

(4) Notice of not less than fo.irtesn days shall be given to all the subscribers of 2
meeting under this section specifying the object, date, hour and place of meeting and 4
copy of the special resolution shall also be sent along with the notice of the meeting,

Explanation ; For the purposes of this section and section 39, “sp. “ial resolution”
means a resolution which is passed at meeting of the general body of the subscribers
specially convened for the purpose by a majority of not less than two-thirds of the
subscribers to the chit present at the meeting in person or by proxy and representing
not less than three-fourths of the amount or, as the cage may be, the value of the grain,
subscribed by all the non-prized and unpaid prized subscribers, if any.

COMMENTS

The meating of the general body of subscribers may be convened sither by feraman sua
fnato or on requisition by the subscribars. '

CHAPTER Vil
TERMINATION OF CHITS

39. Provision for continuation of chits in certain cases

{1} Where a foreman dies or becomes of unsound mind or is atherwise incapaci-
tated, the chit may continue in accordance with the provisions of the chit a gresment.

(2} Where a foreman is adjudicated an insolvent, or withdraws from the chit
under section 26, or fails to conduct the chit at any instalment or any other date befors
the next succeeding ins: !ment as may have been agreed upon by a special resolution,
any one or more of such subscribers authorised by such resolution may, in the absence
of any provision in the chit agreement for the future conduct of the chit, take the place
of the foreman and continue the chit or make other arrangements for the further conduct
of the chit.

COMMENTS

The liability of the subseriber under a pranote does not absolve due o the non-contin uance
otthe schame orbusiness of the company—C.A, Durgachalam v, Jannet Chit Fund Pt Lid. 1984
{1} Com LJ 393,

40. Termination of chits

A chit shall be deemed to have terminated, —

{a) when the period specified therefor in the chit agreement has expired
provided the payment of dues to all the subscribers has been completed; or

(b} when all the non-prized and unpaid prized subscribers and the foreman’s
consent in writing to the termination of the chit and a copy of such consent
is filed with the Registrar as required under section 41; or
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{c} where 3 foreman dips or becomes of Unsound mind or js otherwize
Incapacitated and the chit is not continued in accordance with the
Provisions of the chit Agreement:

PROVIDED that, in » case where the foreman 15 a firm, if 3 Partner theredf dies oy
becomes of un sound mind or is otherwise incapacitated, the chitshall not be deemed to
have terminated ang the SUrviving pariner or partners shall conduct fhe chit in the
absence of any provisian to the CORETary in the chit agreement,

41. Copy of assent or consent to be filed with Registrar

A true copy of EVEry assent referred to in section 26 and of EVETY consent reforred
toin clause {b) of section 40 with their dates shall be filag by the foreman or by the
surviving parter or partners, as the case may be, with the Registrar within foy, rteen
days from the date af such assent or consent,

42. Refund of non “Prized subscribers’ gy bseriptions
Except in the ragps referred to in clauses {a) and (b) of section 40—

fa) BVEry non-prized subscriber shall, unless otherwise provided forin this Act
or in the chi agreement, be entitled in get back his subscriplions at the
termination of the chjy without any deduction for dividend, if any, earned

PROVIDED that, any person 1o whom the rights of 5 non-prized subscriber
are transferred ip accordance with the Provisions of secting 35 shall, in
addition to his pwn subscriptions, be entitled to get back (ke subscriptiong
Paid by sueh nen-prized subscriber, subject to the conditions specified in

(b} ifachit terminates on a date earlier than the daje ariginally fixed in the chi
agreement, the non-prized subseriber's claimshallbe deemed 1o havearisen

Any amount due to the subscriber from a fareman in relation to the chit busipess
shall be a fipst charge on the chit assets,

CHAPTER I1x
INSPECTION OF DOCUMENTS
4. Foreman to allaw certain subscribers fo inspect chit record«

Every foreman shall, on payment of such fee nol exceedin 8 five rupees s may be
specified in the chit agreement, allow the non-prized subscribe, 5 and unpaid prized
subscribers reasonable facilities on ail the dates of draw or gn such other dates angd
within such houps a5 may be provided for in the chit agrecment, for the inspection of
security bonds and documents, receipts and other records taken from the Prized
subscribers or fumnished by the foreman as a Subscriber and all chjy records, including
books of accounts, pass books, balance sheet and profit and loss accounts and such othey
records as may show the aclual financial position of the chit,

COMMENTS
e —————

T —— '
This section tacilitates the subsenbers g inspect tha ahiy REOrdS on paymaent of specified
fees,

45. Preservation of chitrecords by foreman

All the records Pertaining to a chitshall he keptby the foreman fora period of g zhi
Years from the date of termination of chit
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46. Inspection of chitbooks and records by Registrar

(1) Without prejudice to the provisions of sections 209 and 209A of the Companies
Act, 1956, the Registrar or an officer authorised by the State Government in this behalf
may inspectchitbooks and all the records of a chitduring working hours onany working
day at the premises of the foreman with or without giving notice and it shall be the duty
of every foreman to produce to the Registrar or the officer soauthorised, all such boaks
and records as are in his custody or power and to furnish him with any statement or
information relating to the chits as he may require from the foreman within such time
as he may specify.

{2) The Registrar or an officer authorised by the State Government in this behalf
may, after giving seven days’ notice in writing to the foreman, direct him to produce
before him for inspection such chit books and records as he may require at the time and

| place mentioned in the notice.

| (3) If on an inspection made under sub-section (1) or sub-section (2}, any defects
are found, the Registrar may bring such defects to the notice crf the foreman and may
also make an order directing the foreman to take such action as may be specified in llu
order to remedy the defects within the time specified therein.
{4) Every foreman shall be bound to comply with the directions contained in an
order made under sub-section (3).

47. Power of Reserve Bank to inspect chit books and records

(1) MNothing in section 44 shall be deemed to affect the power of the Reserve Bank
to inspect the books and records of any foreman under the provisions of section 45N ot
the Reserve Bank of India Act, 1934 (2 of 1934),

(2} The Reserve Bank may, if it considers mecessary, forward a copy of its report
or of any part of its report on the inspection of the books and records of a foreman to
the foreman for taking necessary action.

{3) Every foreman shall, on receipt of the report or part thereof under sub-section
{2}, be bound to comply with the directions, if any, given by the Reserve Bank in this
behalf and shall, if so required, submit periodical reports in regard to the action taken
by him.

{4) The Reserve Bank may also forward a copy of the report on the inspection of
the books and records of a foreman lo the State Government within whose jurisdiction
the registered office of the company, if the foreman is a company; or the place or the
principal place of business of the foreman in any other case, is situated for such action
as may be considered necessary.

CHAPTER X
WINDING UP OF CHITS
| 48. Circumstances under which chits may be wound up
A chit may be wound up by the Registrar within whose territorial jurisdiction the
chit has been registered, either on his own motion or on an application made by any
non-prized or unpaid prized subscriber.—
{a) if the chit has terminated under clause (¢) of section 40; or
{b) if the foreman commits any such act in respectof the security specified in

section 20 as is calculated to impair materially the nature of the security or
the value thereof; or

{c) if he fails to depositany amount required to be deposited under any of the
provisions of this Act; or

r—_——
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(d) ifitis proved to the satisfaction of the Registrar that the foreman is unahle
to pay the amounts due to the subscribers;

{e) ifthe execution or ather process issued on an order passed by the Registrar
in favour of any subseriber in respect of amounts due to him from the
foreman in relation to the chit business is returned unsatisfied in whole or
in part; or

() if it is proved that there has been a fraud or collusion on the part of the
fareman in the matter of takin § securities from any prized subscriber; or

{g) if the foreman has approprated the prize amount in his capacily as a
subscriber without furnishing sufficient security for future subscriptions:
or

(h) if the Regisirar is satisfied that the affairs of the chit are being conducted in
a manner prejudicial to the interests of the subscribers; or

(i} ifitis justand equitable that the chit should be wound up.

Explanation : For the purposes of clause (d) in determining whether the
foreman is unable to pay the amounts due to the subscribers; the Rogistrar
shall take into account his contingent and future liabilities in respect af the
chit.
43. Application for winding up
An application for the winding up of a chit shall be made by a petition presented
by any non-prized or unpaid prized subscriber to the Registrar signed and verified in
the manner laid down by the Cade of Civil Procedure, 1908 (5 of 1908), and shall contain
such particulars as may be prescribed:
PROVIDED that no application for the winding up of a chit under clause (d) or
clause (i) of section 48 shall lie unless application is presented,—

(a) by non-prized and unpaid prized subseribers representing not less than
twenty-five per cent of the amount or, as the case may be, the value of the
grain subscribed by all the non-prized and unpaid prized subscribers, if
any; or

() with the previous sanction of the State Government within whose
jurisdiction the chit is commenced or conducted,

Explanation : For the purposes of clause (a} of the proviso, a subscriber of a fraction
of a ticket shall be deemed ta be a subseriber only to the extent . such fraction.

COMMENTS

A chit may be wound up sither on his own motion by the Reaistrar ar by an application oy
the subscribers. A subscrber of a fraction of 2 tickel shall be deemed to be a subseribar only 1o
the extant of such fraction.
50. Barto winding up proceedings
Notwithstanding anything contained in sections 48 and 49, no petition for the
winding up of a chit shall be entertained by the Registrar,—
fa} if proceedings relating to insolvency are pending against the foreman; or
(b} where the foreman is a firm, if proceedings relating to insoly ETICY are
pending against all the partners or all the partners except one thereot, or
proceedings for the disselution of the firm are pending; or
fe} where the foreman is a comp any Or co-operative society, if proceedings for
the winding up of such company ar to-operative society are pending,
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COMMENTS

Mo petition for the winding up of & chit shall be ententalned by tha Registrar of Chits if
proceedings relating lo insolvency are pending against foreman,

51. Commencement and effect of winding up order

An order for the winding up of a chit shall operate in favour of all the subscribers
to whom amounts are due from the foreman and it shall be deemed to have commenced
from the date of the presentation of the application for the winding up.

52 Injunction order

The Registrar may, on the application of the foreman or of any subscriber to whom
amounts are due in respect of a chit at any time after the presentation of the application
for the winding up of the chit under this Act and before the making of an arder for the
appaintment of an interim receiver or for the winding up of the, chit restrain any other
proceedings instituted against the foreman for the realisation of amounts due from him
on such terms as the Registrar thinks fit.

53. Powers of Registrar

The Registrar may, after hearing an application under this Chapter, dismiss it with
or without costs, or adjourn the hearing conditionally or unconditionally or make an
interim or any other order that he deems fit.

54. Vesling of chit assets in Registrar or other person

On the making of an arder for the winding up of a chit, all the chit assets pertaining

tosuch chitsshall vestin the Registrar or inany person appointed by him for distribution

.amangst the subscribers to whom amounts are due in respect of the chit.

55. Suits, etc., to be stayed on winding up order

When a winding up order has been made or a receiver has been appointed, no suil
or their legal proceedings shall be continued or commenced against the foreman by a
subscriber for the realisation of amounts due to him in respect of the chit except with
the leave of the Registrar winding up the chit and on such terms as he may impose.
56. Notification of winding up order

On the making of a winding up order, the Registrar shall make an entry in hisbook
relating to the chit and shall notify in the Official Gazette that the order has been made,

57. Cessation of winding up proceedings on insolvency of foreman, ote., or the
winding up of the company and transfer of such proceedings

Where during the pendency of the proceedings for the winding up of a chit, the
foreman is adjudicated an insolvent, or where the foreman fs a firm, all the partners or
all the partners except one thereof are adjudicated insolvents, or where the foreman is
a company, the company has been ordered to be wound up by the court, the winding
up proceedings under this Chapter shall cease and the distribution of the chit assets
shall, subject to the provisions of sections 43 and 52, be made by the insolvenicy court or
the court winding up the company, as the case may be,
58. Award of compensation to fareman

(1) Where an application for the winding up of a chit is dismissed and the
Registrar is satisfied that the petition is frivolous or vexatious, he ma y,on theapplication
of the foreman, award against the petitioner such amount, not exceedin g one thousand
rupees, as he deems reasonable as compensation to the foreman for the EXPENSES OF
injury caused to him by the presentation of the application and the proceedings thereon,
and such amount may be realised as if the award were a decree of a civil court,
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(2} On the making of an award under sub-section | 1), no sult for compensation
in respect of an application for any winding up of the chit shall be entertained.
59. Rightto appeal

The foreman or any subscriber orany other person g gerieved by 3 decision ar order
of the Registrar in any proceedings for the winding up of 3 hit may, within sixty days
from the date of such decision or order, appeal to the State Government,

60. Limitation

{1} Where an
chitshall be deemed to have been und EFSuspension from the date of Presentation of the
application to the date of such orderin res pect of non-prized subscribers; and, notwith-
standing anything contained in the chit agreement, no non-prized subscriber whe Wwas
not a defaulter on the daje of the presentation of the petition for winding up, shall be

“omputing the period of limitation prescribed for any suit ar other legal proceedings
(other than a suit or application in respect of which the leave of the court has been
obtained) which might have heen brought or instituted, but for the Presentation of the
application for the winding up of the chit, the period from the date of the Presentation
of the application tp the date of the arder refusing to wind up a chit shall be exclydad.

{3} Nuﬂ'}ing contained in the Chapter shal affect the rights of a subscriber o

Peried from the date of the Fresentation of the application for the windi ngup of the chit
to the date of the declaration of the final dividend shali be excluded,
CHAPTER ¥
APPOINTMENT OF OFFICERS AND LEVY OF FEES
61 Appoiniment of Registrar and other officers

(1) TheState Government may, by notification in the Official Cazette, appoint a
Registrar of Chits and #s many Additional, Joint. Deputy and Assistant Registrars as
fray be necessary for the purpose of discharging the dutjes imposed upon the Registrar
by or under this Act.

(2} The Registrar may appoint as Many inspectors of chits ang chit auditors as
may be necessary for the purposze of disc:ha:ging the duties imposed on the inspectors
of chits or chit auditors by or under this Act

(3) AD inspectors of chils and chit auditars shall discharge the dulies imposed
upan them by or under this Act, under the Zeneral superintendence and control of the
Registrar,

(4) Ifthe Registrar is of the opinion that the accouns of any chit are not properly
Mmaintained and thatsuch accounts should he audited, it shall be lawful for him to have
such accounts audited by a chit auditor.

(5) Itshall be the duty of the foreman of the chit whose Accounts are to be audited
by a chit auditor under sub-section (4) to produce before the chit auditar a1 accounts,
books and other records relating to the chit, to furnish him with such information as
may be required and afford him all such assistance and facilities as may be necessary
and reasonable in regard to the audit of the accounts of the chijp,

(6) The foreman shal] Pay to the chit auditor such fees as may be prescribed for
the audit of the Accounts of the chit under sy b-section (4);
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PROVIDED that different scales of fees may be prescribed for different chils
depending on the quantum of the chit amount.
62. Inspection of documents in Registrar's office

The foreman of a chit or any subscriber in a chit or the heirs or legal representatives
of any foreman or subscriber may, on payment of such fees as may be prescribed,—

{a) inspect the documents of the concerned chit kept by the Registrar; or

() obtain a certified copy or an extract of any such document or record.
63. Levy of fees

| {1) There shall be paid to the Registrar such fees as the State Government may,
from time-to-time, prescribe for,—

| (a} theissue of previous sanction under section 4;

(b} the filing of the chit agreement with the Registrar and the registration of the
| chit under section 7;

f {¢) the filing of a declaration with the Registrar and the grant of a certificate of
commencement under section 9;

(d) the filing of copies of documents under any of the provisions of this Act;

{e) theaudit of the accounts of the foreman under section 61;

(f) the inspection of documents under section 62;

(g} theobtaining of certified copies or extracts of documents and records under
section 62; and

| {h) such other matters as may appear necessary to the State Government.
| {2) A table of fees prescribed under sub-section (1) shall be exhibited on a notice
board in the office of the Registrar.

| CHAPTER XII
DISPUTES AND ARBITRATION
#4. Disputes relating to the chit business
(1) Notwithstanding anything conlained in any other law for the time being in
force, any dispute touching the management of a chit business shall be referred to by
any of the parties to the dispute, to the Registrar for arbitration if each party thereto is
one or the other of the following, namely,—

{4) a foreman, a prized subscriber or a non-prized subscriber, including a
defaulting subscriber, past subscriber or a person claiming through a
subscriber, or a deceased subscriber to a chit;

{b} asurety of a subscriber, past subscriber, ora deceased subscriber.

Explamation : Por the purposes of this sub-section, a dispute touching the

managentent of a chitbusiness shall include —

(i) aclaim by or against a foreman for any debt or demand due to him
from a subscriber, or due from him to a subscriber, past subscriber or
the nominee, heir or legal representative of a deceased subscriber
whether such debt or demand is admitted ar not;

(ii) a claim by a surety for any sum or demand due to him from the
principal borrower in respect of a loan by a foreman and recovered
from thesurety owing to the defaultof the principal borrower, whether
such sum or demand is admitted or not; and

{iii} a refusal ar failure by subscriber, past subscriber or the nominee, heir
or legal representative of a deceased subscriber to deliver possession
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to a foreman of land or any other asset resumed by him for breach of
conditions of the assignment.

(2) Where any question arises as to whether any matter referred to for the award
af the Registraris a dispute or not for the purposes of sub-section (1), the same shall be
decided by the Registrar whose decision thereon shall be final

(3} Nocivil courtshall have Jutisdiction to entertain any suitor other Proceedings
in respect of any dispute referred to in sub-section (1),

COMMENTS

—

The Act provides mechanism for settlemant of disputes by a process of ariitration, Nao clyil

court shall have jurisdiction tn cntertain any suit or other proceedings in respect of any disputa
tauching the management of chit business,

65. Period of limitation

(1) Nutwilitstanding anything contained in the Limitation Act, 1963 (36 of 1963),
but subject to the specific provisions conlained in this Act, the period of limitation in
the case of a dispute referred to the Registrar under section 64, shall—

(a) if the dispute relates to the recovery of any sum, in cluding interest therean,
due toa foreman from a deceased subscriber, be three Years, computed from
the date on which such subscriber dies or ceases to be a subscriber; or

(b} if the dispute is between a foreman and a subseriber or a [Past subseriber or
the nominee, heir or legal representative of 2 deceased subscriber, and the
dispute relates to any act or omission on the part of either party to the
dispute, be three years from the date on which the act or omission with
reference to which the dispute arose, took place,

(2} The period of limitation in the case of any dispute other than those referred
to in sub-section (1) which are required to be referred to the Registrar under section 0d
shall be regulated by the provisions of the Limitation Act, 1963 (36 of 1963), as if the
dispute were a suit, and the Registrar, a civil court.

(3) Notwithstandin g anything contained in sub-sections (1) and (2), the Registrar
may admit a dispute after the expiry of the period of limitatins specified therein, if the

applicant satisfies the Registrar that he has sufficient cause for not referring the dispute
within such period,

COMMENTS
_—

_—

In K. V. Bhagavantulu v, HIndqcrurMu.‘m:Bsnaﬁf Fund, {1385)57 Comp Cass0z2, instalments

were paid within 20 days thereafter another instalment fell due which was net pald. Since thers

was a breach of the agreement the cause of action arose on tha day when the 38th instalment lall
due and was defaulted,

The period of limitation in respect of hypothecation bonds executed offering immovable
property as security far payment of chitty instalmants is 12 ¥ears from the date of detaull of gach
Instalment. Angamaia/i Chitty Fund P. Ltd, v, Pius Abraham, AIR 1997 Ker 158

The Ragistrar may admit a dispute after the expiry.of the perlod of imitation specilied harain,
Ifthe applicant satisties the Reglstrar that ha had sufficient cause far not referring the dispute within
such perind,
66, Settlement of dis putes .

(1) If the Registrar is satisfied that any matter referred to him or brought to his
notice is a dispute within the meaning of section &4, he sha], subject to such rules as
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may be prescribed, settle the dispute himself, or refer it for disposal to a person
appointed by him (hereafter in this Chapter referred to as the nominge),

(2) Where any dispute is referred under sub-section {1) for settlement o the
nominee, the Registrar may, at any time for reasons to be recorded in writing; withdraw
such dispute from the nominee and may settle the dispute himself, or refer it again tor
settlement to any other nominee appointed by him,

67. Procedure for settlement of dispute and powers of Registrar or nomines

(1) The Registrar or the nominee heari ng a dispute under section 66, shall, in

addition to the powers conferred on him under that section, have the SATIE POWETS as

| are vested in a civil court while trying a suit under the Code of Civil Procedure, 1908 (5
of 1908), in respect of the following matters, namely,—

() summoening and enforcing the attendance of persens and examining them
on oath;

(b) requiring the discovery and inspection of documents:

(2] receving evidence on affidavits:

{d} requisitioning any public record or copies thereof fromany court or office;
(€] issuing commissions for the examination of witnesses or documents; and
(f) any other matter which may be prescribed.

(2} Except with the permission of the Registrar or the nominee, no party shall be
represented at the hearing of a dispute by a legal practitioner,

{3) (a) 1f the Registrar or the nominee is satisfied that any person, whether he is 5
subscriber or not, has acquired any interest in the property of a personwhao
is a party to a dispute, he may order that the prerson who has acquired the
Interests in the property may be joined as a party to the dispute, and any
decision, that may be given by the Registrar or the nominee on the dispute

, shall be binding on the party so joined, in the same manner as if he were an
original party to the dispute.

{b} Where a dispute has been referred in the name of the w rong person, or
where all the necessary parties have not been included, the Registrar or the
nominee may, if he is satisfied that it was due to 4 genuine mistake, order
any other person to be substituted or added as parties to the dispute at any
stage of hearing of the dispute on such terms as he thinks just;

(¢} The Registrar or the nominee may, at any stage of the proceedings, either
upon or without the application of either party and on such terms as may
appear to the Registrar or the nominee ta be just, order that the name of an y
party improperly joined be struck off: 2
(d) Any personwhoisa party to the dispute and entitled to more than one relief
in respect of the same cause of action may claim all ar any such reliefs, but
if he omits to claim any such relief, he shall not be entitled to claim thai
relief, except with the léave of the Registrar or the nominee,
68. Attachment before judgment and other interlocutory orders
(1) Where a dispute has been referred under section 64 and the Regristrar or the
nominee hearing the dispute is satisfied on enquiry or otherwise that a party to such
dispute, with intent to defeat or obstruct the execution of any award or the carrying out
of any order that may be made —

(a) is about to dispose of the whole or any part of his property; or
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(b} is about to remove the whole or any part of the property from the
jurisdiction of the Registrar.

he may, unless adequate security is furnished, direct conditional attachment of the said
property, and such attachment shall have the same effect as if it is made by a competent
civil court,

(2) Where the Registrar or the nominec dicects the attachment of any property
under subi-section (1), he shall issue a notice calling upon the person whose property is
soattached to furnish such security as he thinks adequate within a specified period, and
if the person fails to provide such security, the Registrar or the nominge may confirm
the order, and may after the decision in the dispute, direct the dispasal of the property
so attached towards the claim, if awarded.

(3] Anyattachment made under this section shall not affect the rights subsisting
prior to the attachment of the property, of persons who are not parties to the dispute,
or bar any person holding a decree against the person whose property is so attached
from applying for the sale of the property under the attachment of such decree.

{4} The Registrar or the nomines may, in order to prevent the ends of justice bueing
defeated, make such interlocutory orders pending the award in a dispute referred toin
sub-section (1) as may appear to be justand convenient.

COMMENTS

The section empowars the Registrar or the nominee to pass interlocutony orders such ag
attachment betore judgmant, ete.

62. Decision of Registrar or nominee

When a dispute is referred to arbitration under (his Chapter, the Registrar or the
nominee, may, after giving a reasonable opportunity to the parties to the dispute to lie
heard, make an award on the dispute; on the expenses incurred by the parties to the
dispute in connection with the proceedings and the fees and expenses payable to the
Registrar or the nomines, and suchan award shall not be invalid merely on the ground
that it was made after the expiry of the period, if any, fixed for deciding the dispute by
the Registrar, and shall, subject to appeal under section 70, be final and binding on the
parties to the dispute
70. Appeal against decision of Registrar or nominee

Any party aggrieved by any order passed by the Registrar or the nominee or the
award of the Registrar ot the nominee under section 69, may, witlin two months from
the date of the order of award, appeal to the State Government, 2
71. Money how recovered

Every order passed by the Registrar or the nominee under section 68 or section 69
and every order passed by the State Government in appeal under section 70 for payment
of any maney shall, if not carried out,—

{a) ona certificate issued by the Registrar, be deemed to be a decree of a civil
court, and shall be executed in the same manner as a decree of such court:
or

(b} beexecuted inaccordance with the provisions of any law for the time belng,
in force for the recovery of amounts as arrears of land revenue;
PROVIDED that no application for execution under clause (b} shall be made after
the expiry of three years from the date fixed in the order, and if no such date is fixed,
from the date of the order.
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72, Private transfer of prupen:t}r after made issue of certificate void against foreman
Any private transfer or delivery of, or encumbrance or charge on, property made
or created after the issue of the certificate by the Registrar under section 71 shall be null
and void against the foreman on whose application the said certificate was issued.
CHAPTER Xl
MISCELLANECUS
\ 73. Advisory role of Reserve Bank

The Reserve Bank may tender to any State Government such advice on questions

of policy with respect to this Act as it thinks fit either on its own motion oron a request
| made by the State Government.

COMMENTS

| Eilhar on the request of the State Government or on ils own motion the Reserva Bank of
India may advise on any Issue canceming tha Act

74. Appeals
(1) Any foreman aggrieved by the decision of the Registrar,—

(a} refusing to register the chit agreement under section 7;

{b} refusing to grant a certificate of commencement under sub-section (2) of
sectiony;

(c} refusing to accept any security under sub-section (1) of section 20 or under
section 31; or

{d) refusing to release the security charged under section 20 or section 31,

| may, within thirty days of the communication to him of such decision, appeal to the
State Government or to such officer or authority as may be empowered by notification
| in the Official Gazette by the State Government in that behalf.

{2) Any foreman or other person aggrieved by the order of the Registrar under
sub-section (1) of section 34 may, within thirty days of the communication to him of
such decision, appeal to the State Government or to such officer or authority as may bae

| empowered by nolification in the Official Gazette by (e State Government in that
behalf.

(3) The State Government or such officer ar autharity aforesaid may, after giving
theappellantan opportunity of making his representation, passsuch order on the appeal
| as it or he thinks fit and such order shall be final.
75. Powers of Registrar to give extension of time of filing documents
| The Registrar may, in his discretion and upon an application in writing by a
foreman made within the period specified for the filing of documents, under sub-section
‘ {3) of section 28, sub-section (2) of section 29, section 37 or section 41, allow the foreman
further time not exceeding fifteen days to file copies of such documents.
| 76. Penalties

(1) Whaever contravenes or abets the contravention of any of the provisions of
| sections4,5,8,9,11,12, 13,14, 19, 20, 22, 24, 30, 31, sub-section {4) of section 33, sections
| 46,47 or sub-section (5) of section 61 shall, on conviction, be punishable with imprison-

ment for a term which may extend to two years or with fine which may extend ta five
| thousand rupees or with both.

{2) Any foreman,—
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{a) who fails to file any document required to be filed under this Act within th
period specified therefor or within such further tme as may be allowed; o

(b) whao fails to comply with the requirements of the chit agreement re gardin;
the date, time and place at which the chit is to be drawn or whao fails t,
comply with the requirements of any direction given under sub-section (3
of section 38; or

(c) who contravenes or fails to comply with any other requirement under thi;
Aet,

shall, on conviction, be punishable with fine which may extend o three thousane
rupees,

{3) Whoever wilfully makes a statement in any document required to be filac
under this Act which is false in any material particular shall, on conviction, be punish
able with imprisonment for a term which may extend to two years or with fine whicl
may extend o five thousand rupess orwith hoth,

77. Penalty for second and subsequent convictions

If any person convicted of an offence under sub-section (1) or sub-section 5ol
section 76 is again convicted of an offence under any of the said sub-sections he shall by
punishable for the second and for every subsequent offence with imprisonment for 5
term which may extend to two years and shall also be liable to fine.

COMMENTS

This saction imposas punishment that may extand 1o 2 Years and also fine on a person whe
is convicted for the second time under section 76,

78. Application of fine

(1) A court imposing any fine under this Act may direct that the whole or any
part thereof shall be applied in, or towards pPayment of, the cost of the proceedings.
79. Offences by companies

(1) Where an offence under this Act has been cammitted by a Company, every
person who at the time the offence was committed was in charge of, and was responsible
to, the company for the conduct of the business of the company, as well as the company,
shall be deemed to be guilty of the offence and shall be liabla 1o be proceeded against
and punished accordingly:

PROVIDED that nothing contained in this sub-section sha;! rerderany such person
liable 10 any punishment provided in this Act, if he proves that the offence was
committed without his knowledge or that he exercised 21l due diligence to prevent the
commission of such offence. -

(2) Notwithstanding anything contained in sub-section (1), where an offence
under this Act has been committed by a company and it is proved that the offence has
been committed with the consent or connivance of, or is attributable to, any neglect an
the part of, any director, manager, secretary or other officer of the company, such
director, manager, secretary or other officer shall also be deemed to be guillty of that
offence and shall be liable to be proceeded against and punished accordingly.

Explanation ; For the purposes of this section,—

{a) “company” means any body corporate and includes a firm or ather
association of individuals; and

(b) “director” in relation to a firm means a partnerin the firm,
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80. Cognizance of offences

(1) All offences under section 11 shall be cognizable.

(2] Mo courtinferior to that of a Metropaolitan Magistrate or a Judicial Ma gisirate
of the first class shall try an offence punishable under this Act.
81. Power to compound offences

(1) Subject to such conditions as may be prescribed, any officer empowered by
the State Government in this behalf may, either before or after the institution of criminal
proceedings under this Act, accept from the person who has committed or is reasonably
suspected to have committed an offence under this Act, b y way of composition of such
offence, a sum of money not exceed ing such amount as may be prescribed,

(2) Where an offence has been compounded under sub-section (1), the offender,

if in custody, shall be discharged and no further proceedings shall be taken against him
in respect of such offence.

COMMENTS

This section allows compounding of offences urder tha Act.

82. Power to enter and search any place and to seize any documents

(1) 1fthe Registrar arany other officer authorised by him in this behalf, has reason
to suspect that any person conducts, or is responsible for the conduct af, a chit in any
place in contravention of the provisions of this Act, he may, for reasons to be recorded
in writing and atany reasonable time, enter into and search such place, and may seize
such books, registers, accounts or documents as may be Necessary.

(2) The Registrar or officer authorised by him in this behalf, may apply for
assistance to an officer in charge of a police station and take police officers to accom pany
and assist him in discharging his duties under sub-section (1)

(31 All searches under sub-section (1) shall be made in accordance with the
provisions of the Code of Criminal Procedure, 1973 (2 of 1974),

83. Officers to be public servants

The Registrar and all officers appointed by the State Government to perform any
functions under this Act shall be deemed to be public servants within the meaning of
section 21 of the Indian Penal Code (45 of 1860),

84. Power to delegate

The State Government may, by notification in the Official Gazette, direct thatany
power (other than the power to hear appeals ar to make rules) exercisable by it under
this Act or the rules made thereunder may be exercised also by any officer of the State
Government subject to such terms and conditions, if any, as may be specified therein.

COMMENTS

This section permits the State Governmenis to delegate (is powers under the et
85. Actnot to apply to certain chits
MNothing in this Act shall apply in respect of—
{al  any chit started before the commencement of this Act or

{b) any chit the amaunt of which, or where two or more chits were started or
conducted simultaneously by the same foreman, the aggregate amount of
which does not exceed one hundred rupees,

F— =
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86. Banks not to conduct chit business

(1) Notwithstanding anything contained in this Act, no bank shall commence or
carry on chit business after the commencement of this Act.

(2) Where a chit had been started by any bank befare such commencement, such
chit may be continued after such commencement until it is completed, and the provis-
ions of the chit agreement and such laws, if any, as were applicable to it immediately
befare the commencement of this Act shall apply to such chit.

Explanation : For the purposes of this section “Bank” means an approved bank or
A co-operative bank as defined in clause (bii) of section 2 of the Reserve Bank of India
Act, 1934 (2 of 1934),

B7. Power to exempt

The State Government may, in consultation with the Reserve Bank, by notification
in the Official Gazette, and subject to such conditions as may be specified in the
notification, exempt any person or class of persons or any chit or class of chits from all
or any of the provisions of this Act,

88. I'rotection of action taken under the Act

No suit, prosecution or other legal proceeding shall lie against the State Govern-
ment, the Registrar or other officers of the State Government or of the Reserve Bank or
any of its officers exercising any powers or discharging any functions under this Act in
respect of anything which is in good faith done or intended 10 be done in pursuance of
this Act or the rules made thereunder.

COMMENTS

This section offers protection to the State Govermments, RB| and their officars for any act
dane or while discharging \helr officlal duties In good faith tram being sued,

89, Power to make rules
(1) The State Government miay, in consultation with the Reserve Bank by notifi-
cation in the Official Gazette, make rules for giving effect to the provisions of this Act.
{2) In particular, and without prejudice to the generality of the foregoing power,
such rules may provide for all ar any of the following matters, namely:—
{a) the form and manner in which an application for obtaining the previoos
sanction may be made under sub-section {2) of section 4;
(b) the additional particulars that a chit agreement may contain under clause
(q) of sub-section (1) of section 6;
{c) the particulars that may be included in the minutes of the proceedings of a
draw under section 17;
(d) the method of valuation by the Registrar in a grain chit for the purpose of
furnishing security under section 20;
(e) theprocedure that may be followed by the Registrar in releasing the security
furnished by the foreman under section 20;
{f} theregistersand booksand the [srmin which such registers and books may
be maintained by the foreman under section 23;
(g} the Hme within which the balance sheet and the profit and loss account in
respect of a chit business shall be filed under section 24;

(h} therate at which interest shall be payable on the defaulted instalments by
a detfaulted subscriber under secton 25:
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(i} the particulars that may be included in an application for the winding up
of chits under sechon 44

(i) the procedure to be followed far the winding up of chits under Chapter X;

(k) the fees payable under section 63;

() the auditing of balance sheets and the profit and loss atcounts of chil
business and the issue of audit certificates;

fm) the form and manner in which a dispute shall be referred to the Registrar
under section 64;

{(n) the procedure to be follawed by the Registrar o his naminee for settling the
disputes referred to him under section &4;
(o) the matters referred to in clause {F) of sub=seetion {1} of section 67,

{p) the conditions subject to which and the amount on the payment of which
compaosition of offences may be made under section 81-

(@) the form and manner in which an appeal may be preferred under this Act
and the fees payable for such appeal;

() theissue and service of notices or other process under this Act;

(s} theprocedure for, and the manner of, teceiving any sum pavable under this
Act;

(t) any other matter which is required to be or may be prescribed,

(3) Every rule made under this section shall be laid, as soon as may be after it =
‘made, before each House of the State Legislature where it consists of two Houses qr
where such Legislature consists of gne House, before that House,

90. Repeal and saving

(1) The Andhra Pradesh Chit Funds Act, 1971 (9 of 1971), the Kerala Chitties, Act,
1975 (23 of 1975), the Maharashtra Chit Funds Act, 1974 (55 of 18974}, the Tamil Nady
Chit Funds Act, 1951 {24 of 1961), as in force in the State of Tamil Nady and Unipn
Territories of Chandigarh and Delhi, the Uttar Pradesh Chit Funds Act, 1975 {53 0f 1975),
the Goa, Daman and Din Chit Funds Act, 1973 {16 af 1973) and the andicherr}r Chit
Punds Act, 1966 (18 of 1966}, are hereby repealed and the provisions of section & of the
‘General Clauses Act, 1897, shall apply to such repeal as if cach such Act s repealid

were a Central Act,

(2} Notwithstanding such repeal, the Acts mentioned in sub-section (1} shall
continue to apply to chils in Gperation on the commencement of thie Act, in the same
manner as they applied to such chits before such commencement.

THE SCHEDULE
[Section 24]
1 PART I—-FORM OF BALANCE SHEET
Liabilities IPE e
1B} Capital : b Cash Rs.
Authorised wvions T 2. Balances with banks -
Issue d e o {a) Current account .. R

Paid-up s B (b} Deposit account . Re. R=.
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2. Reserve Fund ... B, 3. Investments:
3 Deposit 000000 L. Rs. {a) In chits .. Rs.
4 Borrowings = . (b} In Government
Rs. securities .. Rs,
5. Foreman's liability in ket prized ... . Rs. (c) others .. Hs,
6. Prize amount payable .-Rs. % Share amount due from
prized subscribers -
7. Defaulter subscribers’ amount {a) Secured < RS,
payable L. Rs.
8 Advance subscriplion received ... Rs. {b) Unsecured ... Rs..  Rs
9. Liability to non-prized 6. Amountdue to terminated chits
subscribers {(Arrears from
non-prized subscribers to be
indicated) vt R8s
0. Amountpayable in terminated {a) Secured ... Rs
ehils: -« L Es. (b) Unsecured ...Hs. Es.
1L Auction profit payable 7. Chit prize Amount
to non-prized subscribers paid earlier i Rs
12, Other liabiliges ... Es. 8. Loansand advancesto
subseribers - Bs.
13. Profitand loss account ..Rs. 9 Litigation expenses
10: Premisss .. Rs
11. Furniture and fixture ... Bs,
12 Stamps in stock .. Rs,
13. Other assets v Hs
14. Profit and lbss account < RE.

" Total: Rs,

Total : Rg.

Total chit amounts of the chitin force, i.e.
running chits

Particulars to be specified in respect of
amount shown against 4, 5 and &

(1) Amounts due from directors or |
officers of the company or any of them |
either jointly or severally with any other |
persan.

(It} Amounts due by companies or |
firms in which the directors of the
company are interested as directors,
partners or in the case of private |
companies, as members.
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o | SECTIONS0 CHIT FUNDS ACT, 1982 33
PART II—FORM OF PROFIT AND LOSS ACCOUNT
Expenditure Ineotie
1. Tointerest paid on deposits, L. By foreman’s commission  ._Rs.
borrawings, ete. Rs,
2. Tosalaries, allowances, 2. By bonus —Rs
bonus and provident fund
- Rs,
3. Todirectors sitting fees -.Rs. 3. Byinterest R,
4. Torent, taxes, insurance, 4. By indivisible income in
lighting R 8 auction profit .R=
5. Tolaw charges ~-Rs. 3. By rent . 5,
6. Topostages, telegrams b By net profit on sale
and stamps vio RS, of investments LS
7. Toauditor's fees ~Rs. 70 By other receipis R,
To filing fees ~oRs. B By loss o RS
9. To deprecation and repairs “Is
10, To stationary, printing and
advertisermnent RS
11. Toother expenditure s,
12. Tobalance of profit . Hs, -
Total . Rs, Total o,




