Urban Credit And Salary Earners’
Co-operative Societies

1) Organization And Registration of Societies :
Norms for Registration of Urban Credit Societies and Salary Earners' Societies

(Policy Circular No. URB /64/Registration/E-1 of 1981, dated the 30™ December 1981, irom the
commissioner for Co-operation and Registrar, Co-operative Societies, Maharashtra State, Pune)

The economic condition in the country has undergone considerable change during
the last decade. The overall progress made by the country in agriculture, industry, trade
and commerce has resulted in the income level of the masses. In the context of these
changed economic conditions, the question of laying down the norms for registration of
urban co-operative credit societies and salary earners' co-operative credit societies afresh
in supersession of this Office Circular No. SES-2Fin, dated 25" November 1968 and
letter No. Nagri/401/V1/472, dated 28" January 1969 addressed to District Deputy Registrar
for information and necessary action was under consideration of this Office for some
time past. The question has been examined with reference to economic viability of these
institutions during their infancy vis-a-vis their utility to the members in meeting their
needs, and the following norms are prescribed for the guidance of registering authorities
and the field staft of the Department.

2}  Urban Co-operative Credit Societies :
(1) Byelaws :

As per the new licencing policy about the registration of Urban Co-operative
Banks as circulated to all Registrars, Co-operative Societies, by the Reserve
Bank of India under its letter, dated 12" October 1981, a copy of which is
enclosed with this Office letter, No. URB/64/Regn./ E-1, dated 30™ November
1981, no new primary credit society or a salary earners' society with a paid up
capital of less than Rs. One lakh should be registered with a provision in its
byelaws for raising deposits from' non-members (Public). Therefore, due care
should be taken to see that the byelaws of the new Primary credit society and
salary earners’ Society do not contain g provision in the byelaws for acceptance
of deposists from non-members {Public).

it) Area of Operation : : -

With a view to avoiding overlapping of area of operation and membership of
different urban credit societies operating in the same township of the city and
also to avoid multiple borrowing by the same person from different societies at
one and the same time, it is necessary to restrict the area of operation of each of
such societies to a given locality of the town or city. Secondly, with a view to
preserving the co-operative character of the institution and bring necessary
cohesion amongst its members, it is also necessary to see that its area of
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operation is as compact as possible. This creteria should not of course be
applied in isolation of the important consideration of economic viability of the
proposed society. If economic viability cannot be achived in the area of operation,
with population coverage as per the prescribed norms, due to any peculiar
nature of the economic condition of the town or the city, there is no objection
to allow a larger area of operation covering more than the prescribed population.
But in any case overlapping of area of .operation of two or more societies
should be avoided.

The norms regarding area of operation, population coverage initial
membership, initial share capital, achievement of loaning programme within a
period of first three years by a society to be registered in semi-urban areas,
urban areas and municipal cities etc. are prescribed in the table given under
para (iii) below.

Membership, initial share capital and loaning programme :

Adequacy of initial membership and initial share capital, potentiality for loaning
operation are the main considerations and requirements for successful beginning
of an urban credit society like any other co-operative society. These components
of the physical and financial structure of a society together with the potentiality
for working business are very important from its economic viability point of
view in-as-much as the society would be able to raise adequate working capital
by way of deposits (from members only) and loans from the Central Financing
Agency, where its share capital base is sufficiently strong. The membership of
an urban credit society would normally be drawn from persons engaged in
different occupations such as trade, commerce, small scale industries, self-
employment, employment in Government and Semi-Government bodies etc.
and since the costs of commodities and services are quite high at present as
compared to their costs about 10 to 15 years before, the quantum of loan
required by members of such an urban credit society would naturally be on
higher scale than in the past. It is, therefore, absolutely necessary for a socicty
to raise sizeable share capital right since its inception in order to enable it to
raise adequate outside borrowing and have a working capital or sizeable
magnitude to meel the loan requirements of members, Based on these
considerations, the initial membership of a new urban credit society and its
loaning programme to be achieved within a period of first 3 years should be as
stipulated in the following table :




Norms regarding area of operation, initial membership and share capital and loaning
programme of Urban Credit Societies, other than for Backward Class persons and
persons engaged in petty occupations.

(Rs. in lakhs)
Nature of the Area of fPopulation Initial Initial share Loans and
Urban Centre operation | coverags membership capital advances
not less (face value of programme
than each share to | to be achieved

be of Rs. 10} | within a period of
first 3 years

1 {(2) (3) 4) (5 (6)
1) Greater Bombay, | 1 Ward 25,000 500 (to be raised 25,000 3.00
Pune and Nagpur to 1,000 within
a period of first
three years).
2) Municipal [ Ward 20,000 | 300 (to be raised 20,000 2.50
Corporation city to 500 within :
: a period of first
three years}.
3) Municipal City 203 13,000 250 (tobe raised [ 15,000 2.00
Wards to 400 within
a period of first
three years)
4) Other urban and | Suitable Non-agri- | 200 (io be raised 12,000 1.50
Semi-urban zone(s) cultural to 300 within
centre (without | keeping Population | a pertod of first
Municipality) in view 7.000. three years),
the homo-
genity of
the arez.

N.B.: 1) The area of operation as shown in col. 2 may be extended suitably if population
coverage as prescribed under col. 3 so requires.

2) The registration proposais of the Urban Cfedit Societies which are received for
registration in '‘Other Urban and Semi-urban Centres' should be got cleared of from
the District Deputy Registrar, Co-operative Societies of the district concerned.

3) Norms for registration of Urban Credit Societies for Backward Class persons
and for persons engaged in petty occupations :

It is felt necesary to organise Urban Credit Societies for the uplift of Backward
Class persons and persons engaged in petty occupations like petty vegetable vendors
scrap collectors, hand-cart pullers and coolies etc. and hence the following norms are
prescribed for registration of such societies :
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Type of Society : For Backward Class persons and for persons engaged in petty occupation

In metropolitan and In Municipal City and other
Municipal Corporation City Urban and Semi-urban Centre
1 2 3
Area of operation One ward iy In Municipal City 2 10 3 wards.

ii) In urban and semi-urban centre
suitable zone keeping in view the
homogein ty of the area.

Initial membership 150 (10 be raised to 100 (ta raised to 200 within first three
300 within first three years) | years)

Initia} share capital Rs. 1,000 (face value of Rs. 500 (face value of each share to be of
each share to be of Rs. 5} Rs, §)

Leaning programme | Rs. 50,000 Rs. 25,000
to be achieved
within 1* 3 years,

Note :

1) A list of Backward Class persons joining the proposed society should be got certifed
from the Social Weilfare Department or Special Executive Magistrate.

ii) In no case the area of operation of the society should exceed the periphery of the city
or town concerned. Secondly, where there is more than one society of such type, care
should be taken to see that the area of operation of each such society does not
overlap.

4)  Salary Earners' Societies :

Such societies are meant for employees of Government establishments, employees

. of the Semi-Government bodies, Banks corporations like the Life Insurance Corporation,

State Transport Corporation, State Trading Corporation, Universities, Colleges, Schools,
Factories, Mills, Industrial establishments etc.

5)  Salary Earners' Societies of the State Government and Zilla Parishad Employees :

Area of Operation - There is no objection to have separate societies for Class II1
and Class IV employees of the Government servants or the Zilla Parishad employees
provided organisation of such separate societies is found to be economically viable. It is
believed that all the area has been covered by the societies of Z. P. Primary Teachers at
present. If there is, however, good scope and absolute necessity for organisation of a new
society for primary teachers, the same may be considered for registration on merits only.
The existing society should not be allowed to be split up on the basis of these norms.
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The area of operation of such societies should as far as possible be confined 10 a
district. However, if the number of employees in a district of a given Department s not
adequate from the economic point of view to form a society larger area of operation may
be allowed or a Salary Earners Society of two or three Departmental Employees may be
organised. But the larger area of operation may at the most of most be restricted to the
respective Revenue Division and not beyond that no society should as far as possible be
registered with eatire State as its area of operation. since in societies with such large area
of operation, it would be difficult to run the society from recovery and management point
of view.

6)  As a general policy to be followed as a rule, the area of operation of the Salary
Earners' Societies of Government Employees and the Zilla Parishad Employees should be
confined to a district as stated carlier. However in exceptional cases such a society may
be registered for a part of a district if the circumstances so demand and justify, provided
the norms regarding initial membership, initial share capital and loaning programme to be
achieved within first three years as prescribed in the anmexure of this Circular, are
fulfilled,

7)  Salary Earners' Societies of Semi-Government Bodies like Municipalities,

Banking Companies, Corporations etc.

In respect of these establishments also there is no objection to have separate societies
for supervisory and clerical staff and Class IV employees as also for the teachers of the
Municipal Schools, having due regard to the economic viability of the society to be
registered. Separate societies for different Departments or Sections of the Semi-Government
Body and big Corporations like Life Insurance Corporation working in the city may also
be registered, if nece-salary giving due consideration to the aspect of economic viability.

8)  Area of operation :

In the case of societies of employees of Municipal Corporation, Municipality, Life
Insurance Corporation, etc. The area of operation of the society to be registered should be
restricted to given Departments of Offices of the Municipal Corporation, Municipaiity or
other concerned Corporation working in particular city.

9)  In respect of societies of other institutions like a banking company also, this criteria
should be followed provided the number of employees in a given city is quite large. But
in case the number of Offices or Branches of the employer institution are spread over in a
district, then in the case of societies of employees of such institution, there is no objection
to have a part of a district or the entire distict as its area of operation. In exceptional
cases, there is even no objection to permit the Revenue Division as the area of operation
of such a society if it is found necessary to do for achieving economic viability.

10) Salary Earners' Societies for employees of Universities, Schools and Colleges

— Area of operation :

Each college or a School should constitute as far as possible to be the area of
operation of a society falling under this category, provided the number of employees
thereof are sufficient enough to form a society from the economic viability view point.
Otherwise, the employees of more than one College or a Schoal (as the case may be)
situated in a city or town may come together and form a society. As regards the organisation
of Salary Earners' Society for the staff of a University, each university premises would
constitute the area of operation of such society.
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11) Salary Earners' Societies for Mill hands and Factory Workers- Area of
operation :

L3
These societies may also be organised on a umnit basis, i.e. each factory or a mill
will have a society for its own empioyees and workers.

12) These economic viability in respect of such societies should be assessed in each
individual case, taking into consideration the abailability of premises, furniture and fixtures
and other services from the employer, either free of cast or at a concesslional cost.

13) Salary Earners' Societies for small industrial and commercial establishment :

There are various such establishments in the state and it ts quite necessary to have
an agency for provision of a line of credit to their employees, Salary Earners’ societies for
such estabiishment should, therefore be encourage.

14) Area of Operation :

These societies should also be organised on a unit basis. However. from the economic
viability point of view, if the employees of one small commercial industrial establishment
are not sufficient to form a society 2 or 3 such establishment within a radius of say 2
Kms. may be clubbed for the purpose of organising such a society.

15) As regards the norms regarding initial membership, share capital and a loaning
programme to be achieved within first three years by each type of society referred to
above, the same are given in the annexure of this Circular.

16} In ail kinds of Salary Earners’ Societies if should be ensured that a certificate from
the employer agreeing to deduct the dues of the society as per section 49 of the Maharashira
Co-operavive Societies Act, 1960 is obtained and produced to the Registering Authority
along with the registration proposal. Secondly, as stated earlier in para. 2(i) above, it
should also be ensured that the bye-laws of the Salary Earners' Societies do not provide
for acceptance of deposits from non-members {Public).

17)  All the concerned registering authorities are requested to study these norms carefully
and adhere to the same scrupulously while registering new urban credit and salary earners’
societies in their respective jurisdication in future.

Finally it should be born in mind by all the District Deputy Registrars, Taluka
Deputy Registrars and the Taluka Assistant Registrars that these norms being applicable
to formation of new societies only, the existing urban credit societies or salary Earners
Societies should not be allowed to be split-up on the basis of these norms, The existing
societies should continue to function with their existing membership and area of operation
unless there is an occasion for their splitting up for very special reasons.

Annesxre to the Policy Circular No. URB. 64 / Registration / E-1/81, dated 30th
December 1981 from the Office of the Commissioner for Co-operation and Registrar,
Co-operative Societies, Maharashtra State, Poona regarding the norms for organisation of
Salary Earners' Societies of different types.
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Loaning
Type | Initiai | programme to

Sr. .
No Initial membership of Salary | Share | be achieved
d Earners' : “1h3
- Capital | within first
Society three years
] 2 3 4 5
1) | Salary Earners' Society of the State Government and 300 | 25,000 3.00 Lukhs
Zilla Parishad, Class [IT employees -
(Applicable also for a society of Primary Teachers)
2) | Salary Earners' Seciety of the State Government 100 | 10,600 1.00 Lakhs
and Zilla Parishad, Class IV Employees.
3) | Salary Eamers' Society of the employees of 300 | 25,000 3.00 Lakhs

Semi-Government bodies like Municipalities
Banking Companies, Corporation elc.

4) | Salary Earners' Society for the employees of a University. 200 | 25,000 3.00 Lakhs

5) | Salary Earners'Society for the Employees of 50 | 5,000 25,000
Schools and Colleges.

6) | Salary Earners' Society for employees and 30 | 5000 25,000
workers of a mili/Fatory. '

7) | Salary Earners, Society for the employees of 50 5,000 25.000
small Industrial and commercial establishment.

2) Norms Regarding Loans and Advances by Salary Earners' Societies
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3) Recovery of Loans of Salary Earners' Societies

Recoveries of Salary Earners' Societies under section 49 of the Maharashtra
Co-operative Societies Act, 1960

(Cirutar No. FIN/SES/3573/1078, dated 6th April 1973, from the
Commissioner for Co-operation and Registrar, Co-operative Socigties Maharashtra State, Pune)

it has been brought to the notice of this office by many salary earners' societies

especially co—operative Credit Societies in factories in Bombay, that factory managements

in many cases do not pass on the amount deducted from the wages of their workers as

- dues of co-operative Credit Societies to the respective societies immediately. The default
the payments of the societies for a long time.

In this connection, attention of all the employers whose employees have organised
credit societies in general and in Greater Bombay area in particular is invited to the
provisions of section 49(2) of the Maharashtra Co-operative Societies Act where under
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the employer shali, if so required by the society by a requisition in writing, make the
deduction in accordance with the agreement executed by a member in favour of the
society and shall pay the amount so deducted to the society as if it were a part of the
wages payable by him as required under the payment of wages Act, 1936 on the day on
which he makes the payment sub-section 3 of section 49 further provides that if the
empiloyer fails to deduct the amount intimated by the society or makes default in remitting
the amount dedected to the society as indicated above he shall be personally liable for
the payment thereof, and the amount shall be recoverable on behalf of the society
from him as arrears of Land revenue and the amount so due shall rank in priority in
respect of such liability of the employer as wages in arrears. Failure on the part of the
employers to comply with section 49(2) is an offence under section 146(6} of the Act
liable to punishment under section 147(b) of the Maharashtra co-operative societies Act,
1960 with imprisonment for a term which may extend to one month, or with fine which
may extend to Rs. 5,000 or with both,

All the employers are, therefore, requested to take a note of the above provisions
of the Act.

4) Guidelines Regarding Deciding Proposals Falling
UnderSection 66(2) of The M. C. S. Act

Norms far deciding praposais of Urban Credit and Salary Earners' Societies
regarding contribution {o Reserve Fund at reduced rate

(Circutar No, IlI-14-URB-1 ot 1979, dated the 7th April 1979, from the Commissioner for
Co-operation and Registrar, Co-operative Societies, Maharashtra State, Pune 411 001)

The section 66(2) of the Maharashtra Co-operative Societies Act, 1960 provides
that having regard to the financial position of any Society or Class of Societies, the
Registrar may fix the contribution to be made to the reserve fund at a rate lower than 25
per cent of net profit but not lower than one-tenth of the net profits of the society or
societies concerned.

2) In recent years number of proposals are received every year by the District Deputy
Registrars from Urban Credit and Salary Earners' Societies under the aforesaid section of
the Act and the District Deputy Registrars find it difficult to take a decision, particularly
because at present there are no norms fixed for deciding such proposals. The Divisional
Joint Registrar, C. 8., Bombay had, therefore, requested this office to give suitable
guidelines to deal with such proposals. The question has accordingly been examined by
this office in detail and following norms are prescribed for guidance of all the District
Deputy Registrars and Divisional Joint Registrars, Co-operative Societies : '
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1)  The Urban Credit or the Salary Earners' Society requesting for the concession
should be in "A" or "B" audit class.

2) The percentage of its overdues to total loans outstanding should not be more
than 10%

3) The Societies fulfilling the above 2 conditions and applying for relaxation may
be permitted to contribute to the. reserve fund at the rates shown in the

foliowing

table :

Present level of
Reserve Fund to
share capital equal
to or less than

10% 11%

12% 13% 14% 15% 16% 17% 18%

Contribution to be
made to the
Reserve Fund as
percentage to net
prafit.

25%  24%

23% 22% 21% 20% 19% 18% 17%

Present level of
Reserve Fund to
share capita equal
1o or less than

18% 20%

21%  20% 23% 24% 25%

Contribution to be
made to the
Reserve Fund as
percentage to the
net profit.

16% 15%

14% 13% 12% 11% 10%

4) The Societies requesting for the reduced rate of contribution to theReserve
Fund should not be permitted to declare-divident-at not more than 6 fund at
reduced rate is applied for.

3)  The District Deputy Registrars / Divisional Joint Registrars are requested io note
these guidelines carefully and decide the proposais recieved by them from the Salary
Earners’ and Urban Credit Societies cordingly.
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