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' THE COMPANIES (AMENDMENT) ACT, 2002
AN .
, ACT |
further to amend the Companies Act, 1956.

.. It is enacted by Parliament in the Fifty-third Year
of ‘the Republic of India as follows:—

1. (1) This Act may be called the Compames
- (Amendment) Act, 2002.

,_ (2) It shall come into force on suCh date as the
Central Government may, by notification ' in the
Oﬂicml Gazette, appoint.

i of 1956. 2. In the Companies Act, 1956, after Part IX, the
following Part shall be msertec,i, namely:—

Short tittle
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‘PART IXA
CHAPTER 1
PRODUEER COMPANIES

.58.1A. In this Part, unless the context oihciwise re-
qmreﬁ';:—‘

(a) “active Member” means a member wio fulfils

the ‘quantum and period of patronage of the Pro-
ducer Company as may be required by the artici:s;

(b) “Chief Executive” means an individual ap-

pointed as such under sub-section (1) of section

S81W;

{c) “limited return” means the maximum dividend
as may be specified by the articles;

{d) “Member” means a person or Producer ins-
titution (whether incorporated or not) admitted
as a Member of a producer Company and who
retains the qualifications necessary for continuance
as such;

(e) “inter-State co-operative society” means a
multi-State co-operative society as defined’in
clause (p) of section 3 of the Multi-State Co-
operative Societies Act, 2002 and includes any
co—operative society registered under any other
law for the time being in force, which has, sub-
sequent to its formation, extended any of its
objects to more than one State by enlisting the
participation of persons or by extending any of
its activities outside the State, whether directly
or indirectly or through an institution of which
1t 1s a constituent; :

(f) “mutual assistance p;inciplés” means the prin-
ciples set out in sub-section (2) ot section 581G;

(g) “officer” includes any director or Chiet Exe-
cutive or Secretary or any person in accordance
with whose directions or instructions part or
whole of the business of the Producer Company
is carried on; :

(h) “patronage” means the use of services offered
by the Producer Company to its Members by par-
ticipation in i% business activities;

Deiinitions

39 of 2002.
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(i) “patronage bonus” msans payments made by
a Produc r Company out.of its su lus income to
“the Members in propOrtlon to t! exr respecuve
patronage,;

{f)  “primary produce” ‘méa'ns—

(i) produce of farmers, arising from agricul-
ture (including animal husbandry, horticulture,
floriculture, pisciculture, viticulture, forestry,
forest products, re-vegetation, bee raising and
farming plantation products), or from any
~other primary activity or service which .pro-
motes the interest of the farmers or consu-
mers; or

{ii) produce of persons engaged i in handloom,
handicraft and other cottage mdustncs, ,

(iii) any product ‘resulting from dny ef the
.above activities, mcludmg by-products of such
products;

{iv) .any product resulting from an ancillary
activity that would assist or- promote .an

“the aforesaid actmtles or anythmg ancxg
thereto;

(V) - any activity which is intended to increase
the production of anything referred to in sub-
claus s (i) to (iy) or improve the quahty
thereof;

{k) “producer” msans any person enghged in any
activity connected with or relatable to any pnmary
produce;

() “Producer Company means a body corporate
having objects or activities specified in section S8IB
and regzstered as Producer Company under this
Act; ' -

{m) “Producer institution” means a Producer
Company or any other institytion having only
producer or producers or Producér Company or
Producer Companies as its member whether incor-
- porated, or not having any of the cbjects referred
to in section 581B and which agrees to make use
of the services of the Producert Company or Pro-

.. ducer Companies as provided in its articles;

B
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. (n) “withheld price” means part of the price due

and payable for goods supplied by any Member
to the Producer Company; and as withheld by the
Producer Company for payment nn subsequent date.

CHAPTER 1T

INCORPORATION OF PRODUCER COMPANIES

AND OTHER MATTERS

581B. (1) The objects of the Producer Company shall
relate to all or any of the following matters, nawely:-

(a) production, barvesting, procurement, grading,
pooling, handling, marketing, selling, export of

primary produce of the Members or import of
- -goeds or services for their benefit: ~

Provided that the Producer Company may carry
on any of the activities specified in this clause
either by itself or through other institution;

(b) processing including preserving, drying, distil-

ling, brewing, vinting, canning and packaging of
produce of its Members,

" (c) manufacture, sale or suppl of machinery,

equipment or consumables mainly to its Members;
. .

(d) providing education on the mutual assistance

principles to its Members and others;

(e} rendering technical services, consultancy ser-
vices, training, research and development and all
other activities for the promotion of the interests
of its Members;

(f) generation, transmission and distribution of

power, revitalisation of land and water rcsources,
their use, conservation and communication relatable
to primary produce; ’

(g) insurance of producers or their primary pro-
duce; '

(h) promoting techniques of mutuality and mu-
tual assistance; ‘

(i) welfare measures oOr facilitieé for the benefit
of Members as may be decided by the Board;

Objects of
Producer
Company.
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~+ (j) -any other activity, ancillary or incidental to
- any of the activities referred to in clauses (a) to
‘i) or other activities which may-promote the prin-
‘ciples of mutuality and mutual assistance amongst
the members in any other manner;

&) financing of procurement, processing, marke-

ting or other activities specified in clauses (a) to

. {j; which include exiending of 'credit facilities or
- any other financial services to its Members.

”(2) Evéry Produce; Company shall deal piimarily
with the produce of its active. Members for car-
rying out any of its objects specificd in this section.

581C. (1) Any ten or more individuals, each of them Formation
‘being a producer or any two or more Producer of Produ-
“institutions, or a combination of ten or. more in- cer Com-
dividuals and Producer institutions, desirous of pany and
forming a producer Company having its objects its regis-
specified in secticn 581B and otherwise complying tration.
with the requirements of this Part and the provi-
sions of this Act in respect of registration, may
form an incorporated Company as a Producer
Company under this Act.

(2) If the Registrar is satisfied that all the requi-
rements of this Act have been complied with in
~respect of registration and matters precedent and
incidental thereto, he shall, within thirty days of
the receipt of the documents required for registra-

- tion, register the memorandum, the articles. and
other documents, if any, and issue a certificate of
incorporation under this Act.

(3) A Producer Company so formed shall have
the liability of its Members limited by the memo-
- randum to the amount, if any, unpaid on the shares
respectively held by them and be termed a com-
pany limited by shares.

(4) The Producer Company may reimburse to its
promoters all other direct costs associated with the
promotion and registration of the company inclu-
ding registration, legal fees, printing of a “memo-
randum and articles and the payment thereof shall
be subject to the approval at its first general
meeting of the Members. o

(5) On registration under sub—s‘ectidh (I), the Pro-
ducer Company shall become a body corporate as
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i it is a private limited company to which the
; }:xiﬁ‘iﬂ%s tontained ih this Part apply, without,
“hdwever, ai‘ng] fimit to the number of Members
" thefeof, and the Producer  Oompany shall ' not,
under any circamstahce, whatsoever, become or be
deemed to become a public limited conipany ander

this - Act.
Member-  S8ID (1) (a) In a case where th: membership consists
ship and solely of individual members, ' the voting  sights
voting rights shall be based on a single vote for cvery Member,
of Members ™ drrespective of his shareholding or prironage of
of Producer  tke¢ Producer Company. o
Company. '

(b) In a case where the membership consists
of Produacer institutions only, the voting rights
‘of such Producer institutions shall be -deter-
-mined ‘on the basis of their participation in
the basiness of the Producer Company i the
Previous yeat, as may be specified by articles:

Provided that durimg the first year of re-
ghstration of a Producer Company, the voting
rights shall be determined om the basis of the
shareholding by such Producer institutions.

{c) In a case where the membership consists
of individuals and Producer institutions, the
voting rights shall be computed on the basis
of a simgle vote for every Member.

(2) The articles of any Producer Company may
:ﬁovﬁde for the conditions, subject to which a.
ember may continue to retain his membership,
and the manner in which voting rights shall be
exercised by the members.
(3) Notwithstanding anything contained in sub-
section (1) or sub-section /(2), any Producer Com-
pany may, if so authorised by its articles, restrict
the voting rights to active Members, in any spe-
cial or general meeting.
(4) No person, who has any business interest
which is in conflict with business of the Producer
Company, shall become a Member of that Com-
pany.
‘(5 A Member, who acquires any business interest
which is in conflict with the business of the Pro-
ducer Company, shall cease to be a Member of
that Company and be removed as a MMember n
accordance with articles.
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Bencfits to 381E. (1) Bubject to the provisioss made & ardicles,
Members every Member shall iritially receive only such va-
lue for the produce or products pooled and supplied

a8 the Board of Producer Cosspahy sasy deteymine,

ane! the withheld price may be disbursed later in

cash or in kind or by allotment of equity shares,

in proportion to the produce swpphiad 16 the

Producer Company during the financial year to

" such extent and in .such manner aad ‘subject to

such conditions as may be decided- by the: Board.

2) Every Member shall, on the shase mpittl con-
“qributed, receive. only & 'h*mlted Teturn: :

Provided that every such Member may be
allotted bomus shares in accordance with- ﬁw pro-
wvigions contaimed ia sectdon 581Z).

(3) The surplus if wny, remaioing after mtmg
provision for payment of limited return and re-
-serves referred to in section 381ZI, may be dis-
bursed as patronage bonus, amongst the Members,
‘in proportion to their participation ia the business
of the Producer Company, oither ta: cash or by
way of allotment of equity shares, or both, as may

- - be decided by the Members at the genesal meeting.
~ 581F. The memorandum of association of every Memoran-
Producer Company shall state— dum of
‘ ' Producer
Company.

(a) the ‘name of the company ‘mth “Mdncer Com-
pany Limited” as ‘
such Company;

(b) the State in which the registerod office of the
Producer Company is to situate;

{c) the main objects of the Producer '‘Company
'shall be one or more of the objects spelﬁed in
section 381B;

(d) the names and addresses of the petsons who
have subscribed to the memorandum;

~ (€} the amount ‘of 'share -eapital weth which the
Producer ‘Company is to be registered and division
| thergof into shares of a ﬁxed amount;

© {f) the names, addresses und 'é‘ccupﬁtibhs of the
subscibers being producers, ‘who shall act as the



~first directors im accordance with sub-section (2)
of section 581J: ' : ‘ '

(g)»thatathe' liability of its members is limited;

(h) opposite to the subsciber’s name the naiiber of
shares each subscriber takes:

Provided that no subscriber chall take less
. than one sbare;

(1) in case the objects of the Producer Company
are not confined to one State, the States to whose
territories the objects extend.

581G. (1) There shall be presented for registration Articles of’
to the Registrar of the State to which the registered assaciation.
office of the Producer Company is, stated by the me-
morandum of association, to be snuate —

(2) memorandum of the Producer Com:pany,

(b) 1ts articles duly signed by the subs: rlbels
to the memorandum.

(2) The articles shall contain the following .
mutual assistance principles, namely:—

(a) the membership shall be voluntary and
available, to all eligible persons who, can par-
ticipate or avail of the facilities or services
of the Producer Company, and are willing to
accept the duties of membership;

(b) each Member shall, save as otherwise
provided in this Part, have only a single vote
irrespective of the share holding;

(c) the Producer Company shall be adininiste-
red by a Board consisting of persons elected
or appointed as directors in the manner con-
sistent with the provisions of this Part and
the Board shall be accountable to the Mem-
bers;

(d) save as provided in this Part, there shall
- be limited return on share capital;

(e) the surplus arising out ot the on-rations
of the Producer Company shall be distributed
in an equitable manner by—
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(i) providing for the development of , the bu-

L. shess of e Producer Company; -,

.

-

) providing for comon facihes; 4nd

(iii) distributing amongst the Members, as may
“be admissible 1n proportion to ‘theif respective

- patticipation in the business;®

(i;), provision shail bec made for the gducation
S N

Members, “employees and others,” on the
©prineizles of mutuality and “téchnigtes of mu-
tual assistance;

(g) the producer Company shall actively co-

" -operate with ‘other Prnd'gczr“ Companies (and
other organisations following similar principles)
at local, national or interndtional level so as
_to best serve the interest of members and the
contitrunities™ it purports to serve. .-

(3) Without prejudice to the generalty of the
foregoing provisions of sub-sections (1) and (2), the

~_articles “shall c¢ontain the following provisions
Cmamely:—

'~ (a) the qualifications for membdership, the
conditions for continuance or cancellation of
membership and the terms, conditions and
- procedure for transfer of shares;

~ (b) the manner of* ascertaihing thefféatronagc
and voting right based on patronage;

(c) subject to the provisions contained in
sub-se¢tion (1) of section 581N, the manner
~ of constitution of the Board,' its powers and
duties, the minimum and maximum number of
directors, manner of election and appointment
of directors and retirement by rotation, quali-
fications for being elected or continuance as
such and the terms of office of the said direc-
tors, their powers and duties, conditions for
election or co-option of directors, method of
removal of directors and the filling up of va-
caneies on the Board, and the manner and the
terms of appointment of the Chief Executive;

(d) the election " of the Chairma
office of directors and the Chairman, manner
of votidg at the genéral or special meetings of
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Mcmbefs,' procedure fdf.voting, by .directors

at meetings of the Board, power of the Cbhair-

- man and the circumstances - under which the

Chairman may exercise a casting vote;

(¢) the circumstances upder which. s and the
manner in which, the withheld price is to be
determin=d and distributed;

. {f) the manner of disbuisement of patrona ge

bonus in cash or by issus of equity shares, or
both;

(g) the contribution to be shared and related
matters referred to in sub-section (2) of see-

. tion 581ZI;

(h) the matters relating to issuc of bonus
shares out of genmeral reserves as set out in
section 5817J;

(i) the basis and wmanner of allotment eof
equity shares of the Producer Company ia lieu
of the whole or part of the sale proceeds of
produce or products supplied by the Member;

(j) the amount of reserves, sources from which
funds may be raised, limitation on raising of
funds, restriction om the use of such funds and
the extent of debt that may be contracted and
the conditions thereof;

(k) the credit, loans or advances which way
be granted to a Member and the conditions
for the grant of the same;

(1) the right of any Member to obtain infor-
mation relating to general business of the
company;

(m) the basis and manner of distribution and
disposal of funds available after meeting lia-
bilities in the event of dissolution or liquida-
tion of the Producer Company;

(n) the authorisation for division, amalgama-
tion, merger, creation of subsidiarics and the
entering into joint ventures and other matters
connected therewith;
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... {0) laying of the memorandum’ and articles
. of the Producer . Company befdre “a"special
‘general meeting to be held within nimety days
_of its registration; e

(p) any other provision, which the Members
- may, by special resolution recommend to be

- included in articles.

S81H. (1) A Producer Company shall not alter the Amend-
. conditions contained in its memorandum except in ment of
the cases, by the mode and to the extent for which memoran-
Co dum.

express provision is made in this Act.
(2) A Producer Company, may. by special resolu-
tion, not inconsistent with - section 581B,. alter its
objects specified in its memorandum.

(3) A copy of the amended memorandum, toge-
ther with a copy of the special resolution duly
certified by two directors, shall be fited with the
Registrar within thirty days from the date of adop-
tion of any resolution referred to in sub-section(2):

Proevided that in the case of transfer of regis-
tered office of a Producer Company from the juris-
diction of one Registrar to another, certified copies
«f the special resolution certified by two -directors
shall be filed with both the Registrars within thirty
days, and each Registrar shall shall " récord the
same, and thereupon the Registrar from whose
Jurisdiction the office is transferred, shall' forthwith
forward to the other Registrar all documents rela-

- ting to the Producer Company.

(4) The alteration of the provisions of memoran-
dum relating to the change of the place of its re-
gistered office from one State to another shall not
take effect unless it is confirmed by the Company
Law Board on petition.

581-1. (1) Any amendment of the articles shall be Amenment
proposed by not less than two-third of the elected of articles.
directors or by not less than one-third - of the

Members of the Producer Company, and adopted

by the Members by a special resolution. " -

(2) A copy of the amended articles together with
the copy of the special resolution, both duly cer-
tified by two directors, shall be filed with the Re-
gistrar within thirty days from the date of iis
adoption. o S
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- -581].. (1) Notwithstandin anythmg contained in
‘_,ﬁgnbssegmn (1) af section 581C, any intei-State co—

.. Operative society With abjects not cenfined to one

State may make an application to the Registrar
for reglstranon as Producer Company under this
Patt o .

"(2) Everv apphcatlon under :su_b%sécﬁc;)':r'(i? shall

be accompame(‘ by--

b.,f"‘;..u(a\ a oapy of . the Specxal ‘resolution, of rof less
.. than- two—thltd of total . membets of inter-State

co-operative seciety, . for its incorperation  as a
Producer Company under this Act;

® a statement showing—

(i) names and addresses or the occupation of
. the directors and Chief Executive, if any, by
hatgver name called, of such ‘co-operative; e

: and

“ (n) list- of members of such inter-State co-
operative society; ‘

(c) a statement indicating that the inter-State-
“Co-operative society is en aged in any one or
~ mare of the objects specified in section 581B;

(d) a declaration by two or more dirzctors.
of the inter-State ca-operative society certify-
.ing that particulars given in clauses (#) to (c)
are correct.

(3) When an inter-State co-operative society is

registered as a Producer Company, the words
“Preducer Company Limited” shall form part of

its npame with any word or expressiop to show its

- identity preceding it.

(4) On compliance with the requirements of sub-
sections (1) to (3), the Reglstrar shall, within a.
period of thirty dags of the receipt of apphcatuon,
certify under his hand that the inter-State co-cpe-
rative society applying for registration is registered
and thereby incorporated as a Producer Company
under this Part.

(5) A co-operatlve society formed by producers,
by federation or union of co-operative societics of
producers or co-operatives of producers, registered.

Option te
inter-State
co-opera-
tive socie-
ties to be-
come Pro-
ducer Com~
pantes.
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- under any .law for the time being ir fiorce which
-+~ has extended its object outside the State, eithér di-
‘i: rectly:- or through a uniom:or federation: of ed+ope-
- cratives of which it: -is a constituent; - as:.the case
- may be, and any federation or union of -such co-
operatives, which has so extended any of its objects
or:activities outside -the State, shall be:- eligible to
- make an application -under: ‘sub-section. (1)-and to
obtain registration as a Producer Company under
this Part.

(6) The iater-State co-operative society. shall, upon
segistration under .sub-section: (1), stand traasformed
into a Producer Company, and thereafter shall be
governed by the provisicns of this Part to the ex-
~rclusion - of ‘the law by which it.. ‘was earlier = go-
.. -verned, save in so far ‘as. anything done or amitted
- to'be.done before its:zegistration as a : Praducer
. Company, and notwithstanding anything contained
- -in- any other law for the time being in force; no
» person shall have any claim against the.co-opera-
tive institution or the company by reason of such

s~ ~'conversion or transformation. - . ‘

(7) Upon registration as a:Producer: Company, the
‘Registrar of Companies who registers: the company
shall forthwith intimate the:Registrar with whom
- -the ‘erstwhile inter-State co-operative. society was
«...earlier registered for appropriate deletion- of the
society from its register. -

Effect of - . 581K. Evéry'shareh,bldef of the inter-State co-.oi)era-

incorpora- tive society immediately before the date of regis-
tion of Pro- tration of Producer Company (hereafter referred to
ducer Com- © as the transformation date) shall be deemed to be
pany. ~  registered on and from that date as a shareholder

« of the Producer Company to the extent of the face
value of the shares held by such shareholder.

Vesiing of ‘S81L. (1) All properties‘and assets, movable and im-
undertaking - movable, of, or belonging to, the inter-State co-
in Producer - operative society as on the transformation date,
Company. shall vest in the Producer Company.

(22 All the rights, debts, liabilities, interests pri-
vileges and -obligations of the inter-State co-opera-
tive society-as on the transformation :date - shall
stand transferred to, and be the rights, debts, lia-
bilities, interests, privileges and obligations of, the
Producer Company.
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" (3) Without prejudice to the provisions contained

in sub-section (2), all debts, liabilities and obliga-

- tions incurred, all contracts entered into aod all

matters and things engaged to be done by, with or

~ for, the society as on the transformation date for

or in conmection with their purposcs, shall be
deemed to have been incurred, entered into, or
engaged to be done by, with or for, the Producer
Company.

(4 All sums of money due to the inter-State co-
operative society immediately before the transfor-
mation date, shall be deemed to be due to the
Producer Company.

(5) Every organisation, which was being managed
mnmediately before the transformation date by
the inter-State co-operative society shall be ma-
naged by the Producer Company for such period,
to such extent and in such manner as the circum-
stances may require.

() Every organisation which was getting finan-
cial, managerial or technical assistance from the
mter-State co-operative society, immediately before
the transformation date, may continue to be
given financial, managerial or technical assistance,
as the casc may be, by the Producer Company,
for such period, to such extent and in such man-
ner as that company may deem fit.

(7) The amouat representing the capitali of the
erstwhile inter-State co-operative society shall form
part of the capital of the Producer Company.

(8) Any reference to the inter-State co-operative
society in any law other than this Act or in any
contract or other instrument, shall be deemed to
be reference to the Producer Company.

(9) If, on the transformation date, there is pen-

- ding any suit, arbitration, appeal or other legal

proceeding of whatever nature by or against the
inter-State co-operative society, the same shall not
abate, be discontinued or be in any way prejudi-
cially affected by reason of the incorporation of
the Producer Compamy under section 581C or
tranformation of the inter-State co-operative so-
ciety as a Producer Company under section 581J,
as the case may be, but the suit, arbitration,
appeal or other proceeding, may be continued,
prosecuted and enforced by or against the Pro-
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ducer Company in the same manner and to the
same exteat as it would have, or may Hawe been
contimaed, prosccuted and euaforced by or against
the inter-State co-operative society as if the provi-
. sfions,comained in this Part had nmot come into
force. o

581M. With effect from the trapsformation Conces-

date, all fiscal and other concessioms, licences, sion, etc.
benefits, privileges and exemptions geanted to the to be
inter—State co—operative society in coinection with deemed to
the affairs and business of the inter-Stste co-ope- have been
‘rative society under any law for the time being granted to
in force shall be deemed to have been granted to Producer
the Producer Company. Company.

58IN. (1) Notwithstanding aaything con- Provisions
tained in section 581.0, all the directors in the in rcmct
inter-State co-operative society before the incor- of officers
poration of the Producer Company shdll continue and other
in office for a period of one year from the trans- employees
formation date and in aecordance with the pro- of iater-
visions of this Act. - Stats co-
: o operative
(2) Every officer or other employee of the inter— society.
State co-operative society (except a director of .
- the Board, Chairman or Managiag Pirector) ser-
ving in its employment immediately before the
“tramsformation date shall, in so far as such offi-
<er or other employee is employed i® connection
with the inter-State co-operative society which
_has vested in the Producer Company by virtue of
- this Act, become, as from the transformation
-date, an officer or as the case may be, other em-
ployee of the Producer Company and shall hold
is office of service therein by the same tenure, ~
4t the same remuneration, upon the same terms
and conditions, with the same obligations and
-with the same rights and privileges as to leave,
leave travel concession, welfare scheme, medical
benefit scheme, insurance, provident fund, other
funds, retirement, voluntary retirement, gratuity and
other benefits as he would have held under the erst-
while inter—State co-operative society if its under-
taking had not vested in the Producer Company
and shall continue to do so as an officer or, as
the case may be, other employee of the Producer
‘Company.-

(3) Where an officer or other employee of the
~inter-State co-operative society opts under sub- -
section (2) not to be in employment or service of

~
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the Producer Company. such officer or other em-

a ployee-shall-be’deemed to have -resigned

(4) Notw1thstandmg anything contamed in the In-

dustrial Disputes Act, 1947 or in any other law
for the time being in force, the transfer of thc ser-
vices of any officer or other employee - of the in-
ter-State co-operative society to the Producer Com-
pany shall not entitle such officer or other em-
ployee to any compensation under this Act or un-
der any other law for the time being in force and
no such claim shall be entertained by any court,
tribunal or other authority.

(5) The cfficers and other employees wlic have
retired before the transformation date from the

rservice of - the inter-State co-operative society and
- are centitled to any benefits, rights or privileges,
shall be entitled to receive the same benefi its, rights

or privileges from the Producer Company.

(6) The trusts of the provident fund or the gra-
tuity fund of the inter-State cooperatives socicty and
any other bodies created for the welfare of officers
or employees shall continue to discharge functions
in the Producer Company as was_ being done hi-
therto in the inter-State co-operative eocn tv and
any tax exemptlon granted to the providen: fund
or the gratuity fund would continue to be applied
to the Producer Company.

(7) Notwithstanding anything contained in this
Act or in any other law for the time being in force
or in the regulations of the inter-State co-cperative
society, no director of the Board, Chairman, Ma-
naging Director or any other person entitled to
manage the whole or substantial part of the busi-
ness and affairs of the inter-State co-operative so-

-~ ciety shall be entitled to any compensation against

the inter-State co-operative society or the Pro.ducer
Company for the loss of office or for the prema-
ture termination of any contract of management
entered into by him with the inter-State co-opera-
tive society.

CHAPTER 111
ANAGEMENT OF PRODUCER COMPANY

Number’ of 581-0. Every Producer Company shall havc at least

directors.

five and not more than fifteen directors:

14 of 1947
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- Provided -that in the case of an inter-State ¢o-ope-
rative doclety lacorporated  as a Producer” Company,
sach company may have more than fifteca diroctors
for a period of one year from the date of s imooipo-
ration as a Producer Company. _

Appoit- - 581 P. (1) Save as provided in section 581N, the Metn-

moit 'Of <~ bers who sign the memorandum and the articles may

directom.” designate thercin the Board of directors (not less than
ﬁvegn'who -shall govern the affairs of the Producer
Compdny until the directors are elected in accordance
with the provisions of this section. C

- '{2) The election of directors shall -be conducted
‘. within a period of ninety days of the registration
E -of th¢ Producer Cqmpanyl; . AR

Provided that in the case of an inter-State co-ope-
rative society which has been registered as a Producer
Company’ under sub-gection (4) of section 581 in
. which at least five directors fincluding the difectors
continuing in office under subsection (1) ‘Of section
581N] hold office as such on the date of registration
of such cornipany, the - provisions of this sub-section
shall have effect as if for the words “ninety days®; the
words “three hundred and sixty-five days” had been
substituted. S S HEE

(3) Every pers'on‘ shall hold - office of a director
for a period not less than oné year but not excee-
ding five years as may be specified in the articles.

-(4) Every director, who retites in accordance with
the articles, shall be eligible for re-appointment
as a director. ' R '

(5) Save as provided in sub-section (2), the direc-
tors of the Board shall be elected or - appointed
by the Members in the annual general meeting.

(6) The Board may co-opt one or more expert
directors or an additional director not exceeding
one-fifth of the total number of directors or appoint
any other person as additional director for such
period as the Board may deem fit:

‘Provided that the expert directors shall not have
the right to vote in the election of the Chairman but
shall be eligible to be elected as Chairman, if so pro-
vided by its articles:
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Provided further that the maximum period, for

whxch the expert director or .the additional director
holds office, -shall not exceed such penod as may be
speelﬁed in the articles. ,

581Q. (1) The office of ’thc dlrector of a Produ-cer
Company shall become vacant if— ;

Vacation
of . office. -

,' o (a) he is conv1cted by a court of any offence: m-'-
- volving moral turpitude and sentenced in respect,

thereof to imprisoament for not less thaa gix
months; .

.. {(b) the Producer Company, in which he is a direc-
‘tor, has made a default in repayment of any ad-

vances or loans taken from any company or insti-
tution or any other person and such default

continues for ninety days;:

(c) he has made a - default in repayment of any
vances or loans taken from the Producer Company

in which he is a director;

(@) the Producer- Company, in which he is a

d1recto r—

(i) has not filed the annual accounts and an-

nual return for any continuous three financial
" years commencing on or after the 1st day of
April, 2002; or

(ii) has failed to, repay its deposn or w1thheld
price or patronage bonus or interest thereon
-on due date, or pay dividend and such failure
continues for one year or more;

- -'(e) default is made in ' holding election for the
- office of director, in the Producer Company in
- which he is a director, in accordance with the

provisions of this Act and articles;

: (f) the annual general meeting or extraordinary

general meeting of the Producer Company, in
which he is a director, is not called in accordance
with the provisions of this Act except due to
natural calamity or such other reason.

(2) The provisions of sub-section (1) shall, as far

- as may be, apply to the director of a Producer
.institution - which. is a member of a Producer
“Company. A _

tors.-:>- .
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581R. (1) - Subject- to the provisions. of’ this ;Act and Powers
articles, the Board of directors-- of & . Producer and func-
Company shall exercise all such powers: and to do tions of
all such acts and thmgs, as that company is au- Board.
E thonsed so-to do. : : SRR
.(2) In particular and without prejudlce to the
generality of the foregoing powers, su¢h powers
may include all or any of the followmg mattets,
: vnamc'ly — - :

(a) determmatxon of the d:vndend payable,

(b) dctcrmmatlon of the quantum of thhheld
price and recommend patronage to be approved
at general meetmg,

(c) admission of new Members CE Saman

(d) pursue and fqmg thc orgamsauonal
policy, objectives, esta sh specific long-term
and annual objectives, and approve corporate
Sstrategies and financial plans;

{e) appointment of -a Chief Executive and
-such other officers of the Producer Company,
.as may be specified in the- articles;

“(f) exercise = superintendence, direction and
control over Chief Executive and other officers
appointed by it;

’ i(g) cause proper books of account to be
‘maintained; prepare annual --accounts to be
placed before the annual general meeting with

- «the auditor’s report and the - replies on quali-
Jications, if any, made by the audltors,

(h) acquisition or dlsposal of prOperty of the
Producer Company in its ordmary course of
. of busmess, ‘

(i) investment of the funds of the Producer
Company in the ordmary course of 1ts busmess,

:(j) sanction any loan or advance, in connec-

tion with the business activities of the Produ-
- .cer Company to any Member, not -being a
- .director -or his relative;- co e
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. (k) tgke such other measures or do such:

other acts as may be required in the discharge
of its functions or exercise of its powers.

3 All the powers specified in sub—Sectioﬁs (H
and (2) shall be exercised by the Board, by means
of 1esolution passed at its meeting on behaif of

" the Producer Company.

~ Explanation.— For the removal of doubts, it
1s hereby declared that a director or a group of

-directors, who do not constitute the Board, shall

not exercise any of the powers exercisable by it.

Matters to 581S. The Board of directors of a Producer Company

be transac-

ted at general

meeting,

shall exercise the following powers on behalf of
that company, and it shall do so only by means
of resolutions passed at the annual general mee-
ting of its MembgsUtitunely:—

""(a) approval of budget and ' adoption of
annual accounts of the Producer Company;

' (b) approval of patronage bemnus;
(c) issue of bonus shares;

(d) declaration of limited return and decision
on the distribution of patronage;

(e) specify the conditions and limits of loans:
that may be given by the Board to any
director; and :

(f) approval of any transaction of the nature
as is to be reserved in the articles for appro--
val by the Members.

Liability of 581T. (1) When the directors vote for a resolution,

directors.

or approve by any other means, anything done in
contravention of the provisions of this Act or any
other law for the time being in force or articles,.
they shall be jointly and severally liable te make
good any loss or damage suffered by the Produ-
cer Company.

(2) Without prejudice to the provisions contained

* tn sub-section (1), the Producer Company shall

have the right to recover from its director—
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(a) ‘where - such director -has. Made . apy, profit as
e i-mi'result of the comravention . spécified 19 pub-sec-
T gion (1) an amount equal to the pmﬁ$ smﬁade

(b) where the Producer Company mcurred a loss
-+ ‘or-damage-as a result of . the::contravention speci-
o wfied +iB- sub=section : (1); an: amqunt equal t.o tbat
e 'lost or. damage, AN oL e

(3) The habxhty 1mposed unde: thxs nglion shall
< -be in-addition to and not in derogation- of a lia-
" - .bility imposed on 2.director under. this Act or any
other ‘Jaw. for the time being.in. force.. .. '»

%..581U (1) The: Board may : constitute-~such.aum- Committee

;1. ‘ber ‘of committees: as .it- may deera fif for.. the pur- of direc-
purpose of assisting., the :Board .in.the..efficient toss.
dlscharge of its functlons

g Prtmded that “the. Board shall net g:%egate
« +-any of its ~powers or -a$sign the. powers the
i Ciuef Executive, :to_any commtttee

(2) A committee constltuted under sub—sectxon

s 2 (1) may, with .the approval. of Board, co-ept:such

.« number - of -persons -ag it- deems fIt s, membets of
_.-the committee: ,

Provided that the Chlef Executlve appoxntcd
. under section S81W. or a director of the. Producer
-~ Company :shall be a member of ..such commxttee

(3) Every such committee shall function under
.- the  general .superintendence, .direction and coatrol
. - -of the Board, for such duration, and in. such man-
.: . ner as the Board may. direct. . o

(4) The fee and allowances to be paxd to the
mewmbers of the committee shall be such 2s may
: be determxned by the Board ‘

(5) The minutes of each meetm§3 of the ' commi-
ttee shall be placed before the oard at its next
: meetmg L g

581V (l) A meetmg of the Board shall be held Meetings of
not less than once in every three months and at Board and
least four- such meetings shall be held in every quorum.
year. ,
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(2) Notice of every mecting of the Board of di-

~ - rectors shall be given in writing to ever{‘. disector
113

- for the time being in India, and at
_,agldtess in India to every other director.

Bsual

(3) The Chiet Executive shell give notice as aforc-

said not less than seven days prior to the daie of
the meeting of the Board and if he fails to de so,
he shall be punishable with fine which may extend

to one thousand rupecs:
Provided that a meeting of the Board may be

“omlled at shorter notice and the reasons thereof

shall be recorded in writing by the Board. -

¢4) The quorum for a meeting of the Board shall
be one-third of the total strength of directors,

“subject to a minimum of three.

~ {(5) Save as provided in the articles, directors in-

¢luding the co-opted a director, may be paid such
fees and allowances for attendance at the meecting
of the Board, as may be decided by the Members
in the general meeting.

381W. (1) Everﬁ Producer Company shall have a
full time Chief Executive, by whatever name called
to be appointed by the Board from amoagst per-
sons other than Members.

(2) The Chief Executive shall be ex officio direc-
tor of the Board and such director shall not retire

by rotation.

- (3) Save as otherwise provided in articles, the qua-

lifications, experience and the terms and conditions
of service of the Chief Executive shall be such as
may be determined by the Board.

(4) The Chief Executive shall be entrusted with
substantial powers of management as the Board

- may determine.

(5) Without prejudice to the generality of sub-
section (4), the Chief Executive may exercise the
powers and discharge the functions, namely:—

- (a) do administrative acts of a routine nature
including managing the day-to-day affairs of
the Producer Company; ’

«

Chief EBExe-
cutive aad
his func-
tions.
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(b) operate bank aceounis of- suthorise any

person, subject to the gepe a‘.l;.;'ﬁ%is;acg,xqt- ap-

~ proval of the Board in this hehall, to operate
- the bank account; L o

(c) make arrangements for safe custody of
cash and other assets of the Producer Com-
paay: S el

(d) sign_such documents as may be sutho orised
b}’ thesnBoard, for and on bCha{f ofthc ‘com-
pany;

(¢) maiatain proper books of account, prepare
- annpal accounts and audit thereof; place the

audited accounts before the Board and ia the

annual general meeting of the Mombers;

- {f) furnish Members with petioc;ic information
to appraise them of the operation apd func-
tions of the Producer Company;

{g) make appointments to posts im accordance
gnh dthe powers delegated to him by the
. oard, ' ’

(h) assist the Board in the formulation of goals,
objectives, strategies, plans and policies;

(i) advise the Board with respect to legal and
regulatory matters concerning the proposed
and on going activities and take necessary
action in respect thereof;

(j) exercise the powers as may be necessary
in the ordinary course of ‘business;

(k) discharge such other functioms, and exer-
cise such other powers, as may be delegated
by the Board. | 4 |

(6) The Chief Executive shall manage the affairs
of the Producer Company under the t13(:11«’411 supe-
rintendence, direction and control of the Board
and be accountable for the performance of the
Producer Company.

Secretary = 581X, (1( Every Producer _Comgany having an

of Produ- average annual turnover exceeding five crore rupees

cer Company  in each of three consecutive financial years. shall
have a whole-time secretary. =
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- * ()’ "No individual 'shall be appointed as whole-
. tije ‘secrétary unless he possesses membership of
the Tnstitute of ‘Company” Secretaries of India con-

stituted under the Company Secretaries ‘Act. 1980.

“ €3) 1 a Producer Company fails to comply with

**"the provisions of sub-section (1), the company and

every officer of the company who in default, shall

. .be_punishable wiih fine which may extend to five
" hundred rupées  for every day during which the
* default continues: s A

.. Provided that in any proceedings against a

-- ‘persofi in respect of an " offence under this sub-
.. section, it shall be a defence ‘to prove that all

" reasonable efforts "to comply with the provisions

of sub-séction (1) “were taken or that the linan-
cial position of the company was such that it was

'beyond its capacity.” to engage &  Wwhole-time
7 secretary. T T

. .981Y. Unless the articles require a larger number,
" ~one-fourth of ‘the total membership shall coustitute

the Quorum at ‘a’ general meeting.

581Z. Save as otherwise provided in sub-sections (1)

““~and (3) of section 581D, every Member shall have

one vote and ia the case of equality of votes, the
Chairman or the person presiding shall have a

~ casting’ vote except in the case of election of the

+  Chairman.

 CHAPTER IV
" GENERAL MEETINGS -

 581ZA. (1) Every Producer Company shall, in each

year, hold, in addition to any other meetings, a
general meeting, as its annual general meeting and
shall specify the meeting as such in the notices

“" *calling it, and not more than fifteen months shall

- -elapse between the date-of one annual general
- meeting of a Producer Company and that of

the next:

Provided that the Registrar may, for any spe-:

-cial’ reason, permit extension of the time for hol-

ding any annual ' general meeting (not being the:

ceeding three months.

56 of 1980.

Voting
rights..

Annual

general
meetings..

first’annual general meeting) by ‘a period not ex- “ -
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- #-(2) - A Producer Company shall'hold its first annual

gneral ‘moeting - within- a - period. 01‘ mnety days
the:date of ity incorporatien.-. :

ey
PR

 (3)- The Members- shall adopt the articles of the
Producer. ¢ Company. and - appoint directoss of its
| B\ ard 1n the annual general mcetmg

(4‘ The DOKIC“ callmg the annual general meeting
shall be accompanled by the followmg documents,
‘namel} : _ . 4

e (a) the agenda of the annual general meeting;

(b) the minutes of the previous annual gene-
. ral ‘meeting or the extra-ordlnary generat
- mwtiny’ . ;

(c) the names of candldates for" eleccion, if
-any, to the office of director including a
‘statement of quahﬁcanons 1n reSpect of each
candidate; . -

{(d) - the audited balance-sheet and profit and

- loss accounts of the Producer -Company and
its subsidiary, if any, together: with . a report
of the Board of Dxrectors of such Company
with lespect to-—

(1) the state of aﬂ'alrs of the Producer Com~
pany

() - the amount proposed to be- carrled to
reserve; o

(iii) the amountto be pald as llmlted retum
~on share capltal

(iv) the amount proposed to be dlsbursed as
patronage bonus; , .

(v) the material changes and commitments,
if any, affecting the financial position of the
Producer Compan and its subsidiary, which
have occurred in between the date of the an-
nual accounts of the Producer Company to
which the balance-sheet relates and . the date
of the report of the Board;
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. {wi) -any other matter of importance relagiag to
. emardy conservation, eavirgnmental protegtion,
expenditure. or earnings in foreign exchamges;

.ot %5 {yii) any -ether matter which is required:to be,

~er may be, specified by the Board:

(e) the text of the draft resolution for appoint-

o ment of auditors; R :

(f) the text of any draft resolution praposing
. amendment to the memorandum or articles to
-, bs - considered at the .genefal meeting, along-
with the recommendations of the Board.

- :(5) The Board of Directorsv shall, on the requisi-

tion made in writing, duly signed. and setting out
the matters for the consideration, made by one-

- third of the Members entitled to vote in any ge-
- . meral meeting, proceed to call an extraordinary
- géneral meeting in accordance with the provisions

contained in sections 169 to 186 of this Act,

(6) Every annual gencral meeting shall be called,

. for a time during business hours, on a day that
~ is not a public holiday and shall-be held at the

registered office of the Producer Company or at
some other place within the city, town or village
in which the registered office of the Company is

-'gituate.

(7) A general meeting of the Producer Company

'shall be called by giving not less than fourteen

days prior notice in writing.

-~ (8) The notice of the general meeting indicating

the date, time and place of the meeting shall be
sent to every Member and auditor of the Producer

- Company.

(9) Unless the articles of the Producer Company
provide for a larger number, one-fourth of the

* - total number of members of the Producer Com-

. _pany shall be the quorum for its annual general
~ mesting. S

"{_IVQ) The roceedings of every annual general

" meeting alongwith ~ the Directors’ Report, the

audited balance-sheet and the profit and loss ac-
count shall be filed with the Registrar within sixty
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.~ .dgys.of the date on whioh the appual general
. :ma)étl is held, with an amvallm”a,gﬁgwith

. &he Bling fees as applicable under the Acs,

'(11) In the case where a Producer Company is
formed by. Prodycer institutions, such ipstigytions

... Saall be represented in the general bedy through
o '_;;t_xégf:cha;rman or the Chief Execytiva thereof who
U8 :

shall be competent to act on its. behalf:

Provided that a Producer institution shall not be
Teprgsented if such institution makes a defeult . or fai-
Ture referred to in clauyses (d) te. (f) of sybwection (1)
©f section 381Q. S S e

CHAPTER V

" SHARE CAPITAL AND MEMBERS RIGHTS
Share - $81ZB. (1) The share capital of a Producer Company
capital ‘ :shall consist of equity shargs only. L
i - (2) The shares held by -3 Member_in & Producer i

Company, shall as far as may be, be in  propor-
tion to the patronage of that company.

-

Special $81ZC. (1) The producers, whe are active ~Members
user rights. maK, if so provided in the articles, have special
rights and the Producer Company may issue ap-

propriate instryments to them in respect of such
special rights. ,

{2) The instruments of the Produger Company
issued under sub-section (1) shall, after . obtaining
approval of the Board in that bshalf, be transfe-
rable to any other active Membgr of that Produ-
cer Company.

‘Explanation.— For the purposes of this sec-
tion, the expression ‘‘special right” means any right
Telating to supply of additional produce by the
active Member or any other right relating to his
produce which may bs conferred upon him by the
Board. :

581ZD. (1) Save as otherwise provided in sub-sec- Transfera-
tions (2) to (4), the shares of a Member of a Pro- bility of
duycer Company shall not be tranferable, - . shares and
o attendant
rights.
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@ A ’Membér of a Producer Company may, after

* “:obtaining the previous approval of the Board, trans-

fer the whole or part of -his shares along with any

~ special rights, to an active Member at par value.

® " Every ‘Member shall, within three months of
+* his becoming a Member in the Producer Company,
© nominate, in the manner specified in = articles, a

personi to whom his shares in the Producer Com-
pany shall vest in the event of his death.

" (4) The nominee shall, on the death of the Mem-

- ‘ber, become entitled to all the rights in the shares

of the Producer Company and the Board of that
Company shall transfer the shares of the deceased
Member to his nominee:

Provided that in a .case where such nominee

" is not a producer, the Board shall direct the sur-

render of shares together with special rights, if any,

~to the Producer Company at par value or such

other value as may be determined by the Board.

"(5)" Where the Board of a Producer Company is
- - satisfied that— - ' C

(@) any Member has ceased to be a primary

* producer; or

" (b) any Member has failed to retain his
qUalilfications"to be a Member as specified in
articles, B

" the Board shall direct the surrender of shares
- together. with special rights, if any, to the Produ-

cer Company at par value or such other value as
may be determined by the Board:

. Provided that the Board shall not direct such
surrender of shares unless the Member has been
served with a written notice and given an oppor-
tunity of being heard.

CHAPTER VI

B FINANCE, ACCOUNTS AND AUDIT

581ZE. (1) Evefy Producer Company shall keep at its

registered office proper books of account with
respect to—

Books of
account.
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(a) all sums of money received and-expended

by the Producer Company and the matters in

respect of which the receipts and expenditure
v - . take place; - v

(b) all sales and purchase of goods by the
Producer Comapany; ; .,

(c) the instruments of Tiability executed byor =~
on behalf of the Producer Company;

(d) the assets and. liabilities of the Producer
Company; .

(e) in case of a Producer Company engaged
in production, processing and manufacturing,
the particulars relating to utilisation of ma-
terials or labour or other items- of costs.

(2) The balance-sheet and profit.and loss account

of the Producer Company shall be prepared;, as
* far as may be, in accordance with the provisions
- contained in section 211.

Internal -~ 581ZF. Every Producer Company shall have in-
audit. . ternal audit of its accounts carried .out, at such
interval and in such manner as may be specified
in articles, by a chartered accountant as defined
in clause (b) of sub-section (1) of section 2 of the

Institute of Chartered Accountants Act, 1949. - 38 of 1949,
Duties of  581ZG. Without p;ejudice to the provisions con-
auditor under tained in section 227, the auditor shall report on
this Part. the following additional matters relating to the

Producer Company, namely:—

(a) the amount of debts due alongwith parti-
culars of bad debts if any;

(b) the verification of cash balance and se-
curities;

(c) the details of assets and liabilities;

(d) all transactions which appear to be con-
trary to the provisions of this Part;

(e) the loans given by the Producer Compa-
ny to the directors;
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Issue of
bonus shares.

30
- () _ﬁXe-:' donations or subscriptions given by the
Producer Company;

(g) any other matter as may be counsidered
necessary by the auditor.

581ZH. A Producer Company may, by special
resolution, make donation or subscription to any

-institution or individual for the purposes of—

(@) promoting the soctal and economic welfare
of Producer Members or producers or general
pPublic; or

(b) promoting the mutual assistance principles:

Provided that the aggregate amount of all
such donation and subscription in any financial
year shall not exceed three per cent. of the net
profit of the Producer Company in the financial
year immediately preceding the financial year in
which the donation or subscription was made:

Provided further that no Producer Company
shall make directly or indirectly to any political
party or for any political purpose to any person
any contribution or subscription or make availa-

- ble any facilities including personnel or material.

S81ZI. (1) Every Producer Company shall main-
tain a general reserve in every financial year, in
addition to any reserve maintained by it as may
be specified in articles.

(2) In a case where the Producer Company does
not have sufficient funds in any financial year
for transfer to maintain the reserves as may be
specified in articles, the contribution to the re-
serve shall be shared amongst the Members in
proportion to their patronage in the business of
that company in that year.

581ZJ.. Any Producer Company wmay, upon re-
commendation of the Board and passing of reso-
lution in the general meeting, issue bonus shares
by capitalisation of amounts from general reserves
referred to in section 581ZI in proportion to the
shares held by the Members on the diute of! the
issue of such shares. ' '
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© CHAPTER VH
LOANS TO MEMBERS AND INVESTMEN

581ZK. The Board may, subject te the provi-
sions made in articles, provide financial assis-
tance to the Members of the Producer: Company
by way of—- : : :

(a) credit facility, to any Member, in connec-
tion with the business ef the Prodncer Com-
pany, for a period not exceeding six months;

(b) loans and advances, against security spe-
cified in articles to any Member, repayable
within a period exceeding three months but
not cxceeding seven years from the date of
disbursement of such loaa or advances:

Provided that any loan eradvance to any ditector

or his relative shall be granted only after the appro-

wval by the Members in general meeting.

381ZL. (1) The general reserves of any Preducer
Company shall be invegted to sesure the highest
returns available from approved securities, fixed
deposits, units, bonds issued by the Government
or co-operative or scheduled bank orin such other
mode as may be prescribed.

{2) Any Producer Company may, for promotion
of its objectives acquire the shares of ano her
Producer Company.

(3) Any producer Company may subscribe to the
share capital of, or eater into any agreement or
other arrangement, whether by way of formation
-of its subsidiary company, joint venture orin any
-other manner with any body corporate, for the
purpose of promoting the objects of the Producer
Company by special resolation in this behalf.

{(4) Any Producer Company, either by itself or
together with its subsidiaries, may invest, by way
of subscription, purchase or .otherwise, shares
in any other company, other than a Producer
Company, specified under sub-section (2), or subs-
cription of capital under sub-section (3), for an
amount not exceeding thirty per cent. of the
aggregate of its paid-up capital aad free reserves:

Investment
in other
compaiies,
formation
of subsi-
diaries, etc.
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Provided that a Producer Company may. by

_special resolution passed in its general mesting
- and with prior approval of the Central Govern-

ment, invest in excess of the limits specified in
this section. ' ' ‘

(5) All investments by a Producer Company may
be made if such investments are consisten! wit
the objects of the Producer Company.

(6) The Board of a Producer Company niuy, with
the previous approval of Members by a special
resolution, dispose of any of its investments

referred to in sub-sections (3) and (4).

(7) Every Producer Company shéll maintain a re-

‘gister containing particulars of all the investments,

showing the - names of the companies in which
shares have been acquired, number and value of

~ shares; the date of acquisition; and the manner
" 'and price at which any of the shares have been

subsequently disposed of.

(8) The register referred to in sub-section (7) shall
be kept at the registered office of the Producer
Company and the same shall be opened to iaspec-
tion by any Member who may take extracts
therefrom.

CHAPTER VIIT
PENALTIES

581ZM. (1) If any person, other than a Producer
Company registered under this Part, carries on
business under any name which contains the
words “Producer Company Limited”, he shall be
punishable with fine which may exteand to ten
thousand rupees for every day during which such
name has been used by him.

(2)- If a director or an officer of a Producer
Company, who wilfully fails to furnish any infor-
mation relating to the affairs of the Froducer
Company required by a Member or a person duly
authorised in this behalf, he shall be liable to
imprisonment for a term which may extend to six
months and with fine equivalent to five per cent.
of the turnover of that company during preceding
financial year.

Penalty
for contra-
vention.
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(3) If a dlrector or ofﬁcer of a Producer Com—
- pany— -

(a) makes a default in handmg over the
custody of books of account and other -docu-
meats or property in his custody to the Pro-
ducer Company of which lLe is a. duector or
officer; or

(b) fails to convene annual general meetlng
or other general meetings, he shall be punish-
able with fine which may extend to-one lakh
rupees, and in the case of a contmumg de-
fault or failure, with an-additional fine which
~ may extend to ten thousand rupees for every
day during which such default or failure

~ continues.
_ CHAPTER IX »

. AMALGAMATION MERGER OR DIVISION
Amalgama- 581ZN. (1) A Producer Company may, byaresolutlon -
tion, mer- ‘passed at its general meeting,—
ger or divi-
sion, etc., ' (a) decide to transfer its assets and llabxlltles, )
to formnmew ~  in whole or in part, to any other Producer
Producer Company, which agrees to such transfer by a
Companies. resolution passed at its general meeting, for

any of the objects speciﬁed in section 581B;

~ (b) divide itself into two or more new Produ-
cer Companies.

(2) Any two or more Producer Companies may,
by a resolution passed at any general or special
meetings of its Members, decide to—

(a) amalgamate and form a new Producer Com-
pany; or

(b) merge one Producer Company (hereafter

referred to as “merging company”) with ano-

ther Producer Company (hereafter referred to
-“merged company”).

(3) Every resolution of a Producer Company un-
der this section shall be passed at its general
meeting by a majority of total Members, with
right of vote not less than two-thirds of its Mem-
bers present and voting, and suchresolution shall
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contain all particulars of the transfer of assets and
liabilities, or division, amalgamation, or merger,
as the case may be. '

(4) Before passing a resolution under this section,
the Producer Company shall give notice thereof
in writing together with a copy of the proposed
resolution to all the Members and creditors who
may give their consent.

(5) Notwithstanding anything contained in arti-
cles or in any contract to the contrary, any Mea.-
ber, or any creditor not consenting to the resolu-
tion shall, during the period of one monthk of the
date of service of the notice on him, have the
option,—

(a) in the case of any such Member, to transfer
his shares with the approval of the Board to
any active Member thereby ceasing to continue
as a Member of that company; or

(b) in the case of a creditor, to withdraw his
deposit or loan or advance, as the case may be.

(6) Any Member or creditor, who does not exer-
cise his option within the period specified in sub-
section (5), shall be deemed to have consented to
the resolution.

(7) A resolution passed by a Producer Company
under this section shall not take effect until the ex-
piry of one month or until the assent thereto of
all the Members and creditors has been obtained,
whichever is earlier.

(8) The resolution referred to in this section shall
provide for—

a) the regulation of conduct of the Producer
Company’s affairs in the future;

(b) the purchase of shares or interest of any
Members of the Producer Company by other
Members or by the Producer Company:;

(c) in the case of purchase of shares of one
Producer Company by another Producer Com-
pany, the consequent reduction of its share
capital;
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«d). termination,. setting aside or modification
-of any agreement, howsoever arrived between
‘the company on the one hand and .the direc-
" ‘tors, secretaries and managers on the other
hand, apart from such terms and conditions

as may in the opinion of the majority of
shareholders, be just and equitable in the cir-
-cumstances of the cass; A

¥e) termination, setting aside or modification
of auy agreemsnt between the Producer Com-
Ppany and any person not referred to in clause (d):

Provided that no such agreement shall be
‘terminated, set aside or modified except after
-giving due notice to the party concerned:

Provided further that no such agreement
-shall be modified except after obtaining the con-
-sent of the party concerned; :

(f) the setting aside of any transfer, delivery
of goods, payment, execution or other act re-
lating to property, made or done by or against
the Producer Company within three months
‘before the date of passing of the resolution, -
which would if made or done against any in-

dividual, be deemzd in his insolvency to be a
fraudulent preference;

(g) the transfer to the merged company of the
‘whole or any part of the uadertaking, property
-or liability of the Producer Company;

‘(h) the allotment or appropriation by the
merged company of any shares, debentures,
policies, or other like interests in the merged
company;

(i) the continuation by or against the merged
.company of any legal proceedings pending by
or against any Producer Company;

{3) the dissolution, without winding-up, of
any Producer Company;

(k) the provision to be made for the Mem-
bers or creditors who make dissent;

(1) the taxes if any, to be paid by the. Pro-
.ducer Company;
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(m) such incidental, consequential and sup-
plemental . matters as are necessary to secure
that the division, amalgamation or merger shalk:
be fully and effectively carried out.

(9) when a 'resolution passed by a Producer
Company under this section takes effect, the reso-
lution shall be a sufficient conveyance to vest the

~-assets and liabilities in the transferee.

(10) | The Producer Company shall make arrange-
ments for meeting in full or otherwise satisfying.

-all claims of the Members and the creditors who

exercise the option, within the period sp:cified in
sub-section (5), not to continue as the Member or
creditor, as the case may be. :

(11) Where the whole of the assets and liahilities.

of a Producer Company are tranferred tc another
Producer Company in accordance with the provi-
sions of sub section (9), or where there is erger
under- sub-section (2), the registration of the first
mentioned Company or the merging com:-a:y, as

“the case may be, shall stand cancelled and that

Company shall be deemed to have been dissolved
and shall cease to exist forthwith as a coriorate:

body.

(12) Where two or more Producer Coninanies
are_amalgamated into a new Producer Coinpany
in accordance with the provisions of sub-scction

(2) and the Producer Company so form-d is

duly registered by the Registrar, the Registration
of each of the amalgamating companies shall
stand cancelled forthwith on such registration

~and each of the companies shall th rzupon

cease to exist as a corporate body.

k(13) Where a Producer C’o‘mpany" divides itself

into two or more Producer Companies i1 accor-
dance with the provisions of clause (b) oi sub-
section (1) and the new Producer Compzanies are
registered in accordance with the provisions of
sub-section (8), the registration of the erstwhile
Producer Company shall stand canczelled
forthwith and that Company shall be deemad to
have been dissolved and cease to exist as a cor-
porate body.
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(14) The amalgamation, merger or division of
companies under the foregoing ~sub-sections shall
not in any manner whatsoever affect the pre-exis-
ting rights or obligations and any legal procee-
dings that might have been continued or commen-
ced by or against any erstwhile company before
the amalgamation, merger or division, may be
continued or commenced by, or against, the
concerned resuliing company, or merged company,
as the case may be. :

(i5) The Registrar shail stiike ofl the names of
- every Producer Company deemed to have been
dissolved under sub-sections (11) to (14).

(16) Any member or creditor or employee
aggrieved by the transfer of assets, division, amal-
gamation or merger may, within thirty days of
the passing of the resolution, prefer an appeal
to the High Court.

. 17) The High Coort shall, after giving a reason-
- able opportunity to the person concerned, pass
such orders thereon as it may be deem fit.

- (18) Where an appeal has been filed under sub- .
section (16), the transfer of assets, division, amal-
gamation or merger of the Producer Company
shall be subject to the decision of the High Court.

CHAPTER X
RESOLUTION OF DISPUTES

Disputes.  531ZO. (1) Where any dispute relating to the for-
mation, rn:anagement or business of a Producer
Company arises —

(a) amongst Members, former Members or per-
sons claiming to be Members or nominees of
deceased Members; or

{b) between a Member, former Member or a
person claiming to be a Member, or nomniee of
deceased Mem%er and the Producer Company, its
Board of directors, office-bearers, or liquidator,
past or present; or

(c) between the Producer Company or its Board,
and any director, office-bearer or any former
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director, or the nominee, heir or legal representa-
tive of any deceased director of the Producer
Company,

such dispute shall be settled by conciliation or
by arbitration as provided under the urbitration
and conciliation Act, 1996 as if the parties to
the dispute have comsented in writing for deter-
mination of such disputes by conciliation or by
arbitration and the provisions of the said Act
shall apply accordingly.

Explanation.—For the purposes of this section,
a dispute shall include —

(a) a claim for any debt or other amount
due;

(b) a claim by surety against the principal
debtor, where the Producer Company has
recovered from the surety amount in respect
of any debtor or other amount due to it from
the principal debtor as a result of the
default of the principal debtor whether such
debt or amount due be admitted or not;

(c) a claim by Producer Company against a
Member for failure to supply produce as re-
quired of him;

(d) a claim by a Member against the Produ-
cer Company for not taking goods supplied
by him.

(2{ If any question arises whether the dispute
relates to formation, management or business of
the Producer Company, the question shall be re-
ferred to the arbitrator, whose decision thereon
shall be final.

CHAPTER XI
MICELLANEOUS PROVISIONS

581ZP. (1) Where a Producer Company fails to
commence business within one year of its regis-
tration or ceases to transact business with the
Members or if the Registrar is satisfied, after ma-
king such inquiry as he thinks fit, that the Pro-
ducer Company is no longer carrying on any of

26 of 1996

Strike off
name of
Producer
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its objects specified - in- section 581B, he shall
make un order striking off the name of the Pro-

Ex— 1‘82/20_03

«ducer Company, which -shall thereupon cease to .

-exist forthwith:

Provided that no such order cancelling the
registration as aforesaid shall be passed until a
notice to show cause has been given by the Re-
gistrar to the Producer Company with a copy to
all its directors on thz proposed action and rea-
sonable opportunity to represent its case has been
given.

~

{2) Where the Registrar has reasonable cause to
believe that a Producer Company .is not maintai-
ning any of the mutual assistance principles spe-
«cified, he shall strike its nams off the register in
accordance with the provisions contained in sec-
tion 560 of this Act.

(3) Apny Member of a Producer Company, who
1s_aggrieved by an order made under sub-section
(1), may appeal to the Company Law Board
within sixty days of the order.

‘(4) Where an appeal is filed under sub-section (3),
the order striking off the name shall not take
effect until the appeal is disposed of.

581ZQ. The provision of this Part shall have
-effect notwithstanding aaythiag inconsistent there-
‘with containel in this Act or any law for the
‘time being in force or any instrument having effect
by virtue of any such law; but the provisions of
any such Act or law or instrument in so far as
ithe same are not varied by, or are iaconsistent
with the provisions of this Part shall apply to the
Producer Company.

581ZR. All the limitations, restrictions and pro-
vision of this Act, other than those specified in
this Part, applicable to a private company, shall,
as far as may be, apply to a Producer Company,
as if it is a private limited company under this
Act in so far as they are not in conflict with the
‘provision of this Part.

Provisions
of this
Part to
override
other
laws.

Application
of provi-
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CHAPTER XII

RECONVERSION OF PRODUCER COMPANY TO INTER STATE CO-OPE-
RATIVE SOCIETY

581ZS. (1) Any Producer Company bcing an Reconver-
erstwhile inter-State co-operative society, formed sion of
and registered uuder this Part, may make: an Producer

application-- Company
to inter-

(a) after passing a resolution in the general State co-

meeting by not less than two-third of its operative
Members present and voting; or society.

(b) on request by its creditors representing
three-fourth value of its total creditors,

to the High Court for its re-conversion tc the
inter-State co-operative society.

(2) The High Court shall, on the application
made under sub-section (1), direct holding mreting

- of its Members or such creditors, as the case may -
be, to bz conducted in such manner as it may
. direct.

(3) If a majority in number representing three-
fourths in value of the creditors, or Members, as
the case m:y be, present and voting in pecrson at
the meeting conducted in pursuance of tiie direc-
tions of the High Court under sub-section (2),
agree for re-conversion, if sanctioned by tre High
Court, be binding on 2ll the Members and il the
creditors, as the c:se may be, and =2lso o= the
company which is being converted:

Provided that no order sanctioning re-conver-
sion shall be made by the Court unless the Court
1s satisfied that the company or any other person
by whom an application has been made under
sub section (1) has disclosed to the Court, by
affidavit or otherwise, all material facts relating to
the company, such as the latest financial position
of the company, the latest auditor’s rcport cu the
accounts of the company, the pendency of
any investigation proceedings in relation to the
company under sections 235 to 251, and the like..
(4) An order made by the Court under
sub-section (3) shall have no effect until a certi-
fied copy of the order has been filed with the
Registrar.
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(5} A copy of every such order shall be annexed
to every copy of the memerandum of the com-
any issued after the certified copy of the order
'ﬁas been filed as aforesaid, orin -the case of a
company not having a memorandum, to every
copy so issued of the instrument constituting or
defining the constitution of the company.

{6) If default is made in complying with sub-
section (4), the company, and every officer of the
company who is in default, shali:be punishable
with fine which may extend to one hundred ru-
pees, for each copy in respect of which default
is made. o

(7) The Court may, at anytime after an applica-
tion has been made to it under this section, stay
the commencement or continuation of any suit or
proceeding against the company on such terms
as the Court thinks fit, until the application
is finally disposed of.

{8) Every Producer Company which has been
sapctioned re-conversion by the High Court, shall
make an application, under the Multi-State Co-
i} -operative Societies Act, 2002 or any other law
for the time being in force for its registration as
multi-State co-operative society or co-operative
society, as the case may be, within six months of
sanction by the High Court and file a report
thereof to the High Court and the Registrar of
<ompanies and to the Registrar of the co-opera-
tive societies under which it has been registered
as a multi--State co-operative society or co-opera-
tive society, as the case may be.

Power to  581ZT. (1) The Central Government may, by notifi-

modify Act cation in the Official Gazette, direct that any of
in its appli- the provisions of this Act (other than those con-
cation to tained in this Part) specified in the said notifica-
Producer tion.

Companies.

(a) shall not apply to the Producer Compa-
nies or any class or category thereof; or

(b) shall apply to the Producer Companies
or any class or category thereof with such ex-
ception or adaptation as may be specified in
the notification. ’

39 of 2002
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- ..-{2) " A copy. of every notification proposed to be

¢+« -issu@d under: sub-section (1), shall be .laid in draft

.. - before each House of Parliament, while it is in

: session, for a total period of thirty days which
may be comprised in one session or in two or
more successive sessions, and .if, before the cxpiry
of the session immediately following the session
or the successive sessions aforesaid, both Houses
agree in disapproving the issue of the nctification
or both Houses agree in making any modification
in the nctification, the notification shall not be
issued or, as the case may be, . shall be issued
only in such modified form as may be agreed
vpon by both the Houses.’.
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