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, TH� COMPANIES (AMENDMENT) ACT, 2002 
AN 
ACT 

further to amend the Companies Act, 1956. 
. It is ena�ed by Pa!liament in the Fifty-third Year 
or-the R�pubhc of IndIa as !oltows:-

1. (1) This Act may be called the Companies Short tittle 
(A.mend�nt) Act, 2002. . and com· 

mence­
(2) It &hall come into force on sucb date as the ment. 
Central Government may, by notificatiotl - in the 
Official Gazette, appoint. 

1 of 1956. 2. In tbeCompanies Act, 1956, after Part IX, the Insertion 
following Part shall be inserteQ; namely:- of new 

Part lXA. 
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'PART lXA 
CHAPTER 1 

PRODUCER COMPANIES 
.581A. In this Part, unless th�c\Jntext 0thl.irNi�� re- Deflnitions 
quires.� 

(a) " active Member" means a member who fulfils 
the quantum and period of patronage of the Pro­
ducer Company as may be required �Jy the artiCl.:s; 

(b) "Chief Execu tive" means an individual ap­
pointed as such under sub-section (1) of section . 
581W; 

(c) "limited return" means the maximum dividend 
as may be specified by the articles; 

(d) '"Member" means a person or Producer ins­
titution (wh.ether 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 J in 
clause (p) lof section 3 of the Multi-State Co­
operative Societies Act, 2002 and includes any 
<:o-operative 

. 
societ� re�istered und�r any other 

law for the time bemg 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 
it is a constituent ; 
(f) "mutual assistance principles" means the prin­
ciples set out in sub-section (2) ot section 5810; 
(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 tpe use of services offered 
by the Producer Company to its Members by par­
ticipa tl0n in iig business activities; 

• 

390[2002. 

• 
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'ti) �patronage bonus�' means payments made by 
a J>roducer Co�pany out pc. i�s surpl�s in�me .to 

. the Members in proportton to then respective 
pa troJ¥lge; . 

ij� "'primary produCe" rneans-
(i) produce of farmers, arising from agrkul­
tUte (including animal husbandry, horticulture, 
'.floriculture, pisciculture, viticulture,. fo,-e.s.try, 
forestpro9ucts, re-vegetation, bee rii&ing and 
farming plantation products), or from any 

,·other prima!y activity or service; which . pro­
motes the Interest. of the farmers or consu­
mers; or 

{ii) produce of personsenga8.ed in �atl�l09m, 
hamilcraft aDd other f;Ottage tndustr�;" 
(iii) any product C resulting from an;' .r the 
,above activities, including by-productl of such 
products; 

fiv) . any product resulting from an ancillary 
.activity that wouJd as�i$t or promote "any of 
the aforesaid activities or 'anything ancmary 
thereto; , , 

(v) any activity which is intended t{) increase 
the production of anything referred to 1n s.b­
clauses (i) to (iv) or improve the quality 

.�re� · , , ."" 
(k) "producer" means any person engaged in any 
activity connected with or relatable to aoy primary 
produce; 

. ,  . ' 

{I) "Ptoducer Company" means aoody btitporate 
having objects or activities specified in section '5818 
.and registered as Producer . Company und.er this 
Act· . , . , 

(m) "Producer institution" means a Producer 
Company or

. 
any other institution havin� only 

producer or producers or Producer CompallY or 
Producer Companies as its member whether ineor-

. porated, or not having any of the cbjects referred 
10 in section 581 B and which agre(7s tom�lce use 
of the services of the Producer Company! 'or' Pro­
ducer Companies as provided in its �rtjcles; '. 

, 1 , -I ', 
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(n) '''withheld price" means. part of the price dtre' 
and payable for goods �upplied by any Member 
to the Producer Company; and as withheld by the 
Producer Company for payment 00 8ubsequent date. 

• 
(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�ctivities for the promotion of the interests 
or its Members; 

(0 generation, transmission and distribution of 
power, revitalisation of land and water r..:sources, 
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 or facilities for the benefit 
of Members as may be decided by the Board; 

• 
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(j) any other activity, ancillary or incidental to 
• '. any of.tbeactivities referred to in cl�\1� Ja) to 

(i) or 'other activities which may':promoteilie",prin­
.ciples of, mutuality and mutual assistance amongst 
the members in any other manner; " 

�k)' financing of procurement, processing, marke· 
ting (If other activities specified in clauses (a) to 
(j) wl};ch include extendmg of ic[cdit facilities or 
any other financial services to its Members. 

(2) Every Produce"' Company shall deal pLil)larily' 
With the produce of its active Members for car­
rying out any of its objects specified in this section. 

581C. ,(1) Any ten or more individuals, each of them Formation 
bein-g 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 section 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 
Cllmpany 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, ilie articles, and 
other documents, if any, and issue a certificate of 
incorporation under this Act. 

(3) A Producer Company so fC)lrmed 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 De termed a' com­
pany limited by shares. 

(4) The Producer Company may reimburse to its 
promo�ers 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 thereofshall be subject to the approval at its first general 
meeting of the Members. , ' , 

(5) On registration under sub-section (I), the Pro­
ducer Company shall become �'body corporate as 



,ifit:.i'S t\ l'tivate.th."Ili�cd C�Mpany to . whi�b tke 
'pr6 .... Mts �QBtal'ned lh thts·Part appiy� Wttaout, 

,h-8��T� , any. limit tG the number of M_ber-s 
tMte&, '&!ild the PrOtl1lcet' Oom:pany shaH' not, 
under any ctr'C\\Mstabc'O. whatsoever, become��r be 
deemed to become a public limited cWJpa'ly tr�ctGr 
ttl'is -Act. , ' 

, 

Member- 'sarI) (1) (a) In a ca'Se where t41-: memb;:.rsh. p coasi:its 
shiJ? and so�l, of ind!vid'Ual members., the voting. rights 
votIng rights shall be based on a single vote for every Member. 
of Members ilf�t(ipe€tiv� of his sbare�olding or P' nonage of 
of Producer tM Pri(:)(iuCtt Comlpany. ',' 
Comp,any. ' 

(b) In a case where the membership consists 
of Producer institutions only, the voting ng,'hts 
of lsuch Producer i'l'tstirtlutions shall be dcter­

. minedt?D the ba&is Of tlleir partici pat!�m in 
'tl\le OOSiifre$ls 0f the ProQucer Company Itl the 
fJ\ievi'o'll� yea..("., :a'S maybe specified by articles: 

Pro�iCltd Qat duriarg toe first year of re­
,gistratioh of a Producer Comp3:ny, the wting 
rights :sha+I be determined 011 the basis of the 
shareholding by s uch Producer institutions. 

(c) In a case where the membership consists 
of individuals and Producer instituti011S, the 
voting ri'gbts shall be oomputed on the basis 
of a si.nlglevote for \ever.:y Member. 

('�� The articles of any Producer Company may 
:pl"o¥ide fer die conditi�!)1�s, $iu.q;ect to which a· 
Member may continue to reU,in ,his membership, 
and the manner in which voting rights shall be 
e�erdised by the members. 

'(3) Notwithstanding any'tlhing 'contained in sub­
'Section (1) or stl'b-section 1(2), any Producer Com­
pany 'tIlay, if soautb6Tisedby :its articles, restrict 
the voting rights to acti� Members, in any spe­
cial or general meeting. 
·(4) ,No person. who has any business interest 
which is in c-onflict with business of the 'Producer 
Company, sball become a Member of that Com­
pany. 

(S,). ·A :M�mber, 'Ybo a?Ciluir.es any. basiness interest 
whIch IS In confhct 1huth -the bUSIfless of the Pro­
ducer Company, shall cease to be a 1'/fember ?f 
tl:tat ComplIIly anti'be remG>ved as a ivlember In 
accol'dance with articles. 

• 
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'581ft H) SUbjeCt to the ;ptovitrioJW8 ·m4ut." ·· .• tticJ� 
every Member shall initially rctei* fOftly.·atidl va­
lue for the produce or products p�oled and supplied 
:a!the Boal!dofProduoer �by • .,.d.�ine, 
a1H�the withheld price may be di5bursed later in 
cash or· in kind or by aUounont of eql'ity shares, 
in propt)Ttion to the pm<tU&e 's .... fId:;to the 
Produ�er Company during the financial year to .... sum «tent and in ·8Uch· ID&IU1er ' .. ({'subject to 
;,:uch conditions as may be deci4led> b¥:�the·Board . 
.. (1) Every M�ber shaU,. � the·sbartalpital con-
·tribut�:, receiVe 'oaty a (ft1mlte4 -retum: ...... . .  

Provided that every such Member may be 
allotted boA'-uS S'har-es ·i'n aceor�ance, ,with. . the pro-
'¥_ons contaimd i-ll secti<on "5812:1. . 

(3)' The surplus if any, ,tataibiDg'.r_ .. t:ing 
provision for payment of limited return and re­
se"'es "referred to in 'Section :S8. Xl, may be dis­
b'Ursed as patronage bonus. amongst the Member�, 
in propertioll to their participation 1i. the business 
of the Producer Co�. oitber ill; cash or by 
way of. allotment of equity shares, or both, as may be 'C.ieeided by the Mewabets.at the genew, meeting. 

581F. The memorandum of associatiotl of every 
Producer· Company shaH sta.te-

(a) 'the iname of the company with "Mducer Com­
pany Limited"a:s the la&'t \¥(M"ds or l'he Dame of 
such Company; 

(h)tbe Sta4:e in wbich :the regUtCRtt I(11fice of the 
Producer Company is to situate; 

(c) th.e mai� objects of the :Produoer 'Company 
'shall lYe one or ·more of ifh.e .objects -speified in 
section 58 liB; 
(d) the names and addresses ·of ·tile �8ons who 
have subscribed to the memorandum; 

(e) the ,amount of 'share 'capital wi8bwhich the 
Produaet" (Company is 'to -be reg�red nd division 
thereof into shares of a fixed amount; 

{f)ihe,lftames. addi"esgeS and' -occupations of tbe 
:subscibers beil!1g produeers·, 'who �hatl act as the 

MemoraQ.­
dum of 
Producer 
Company. 
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first directors in accordance with sub-section \.2) 
of section 581J: 
(g) that,the liability of its members is limited; 
(h)oppo!'ite tQ the subscibcr's name the nUli·h�r of 
shares each subscriber takes: 

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

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

., ,. 

. 581G .. (1) There shall be presented, for registration Articles or 
to the Registrar of the State to which the registered associatioB. 
office of the Producer Company is, stated by the me-
morandum· of association, to be situate--

(a) memorandum of the Producer Company; 
(b) its articles duly signed by the subs..:ribers 
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 adn'-liniste­
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 �1em­
bers; 

(d )  save as provided in this Part, there shaH 
be limited return on sbare capital; 

(e) the surplus arising out ot the opnations· 
of the Producer Company shall be distributed 
in an equitable manner by-

• 



• 
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. (i) proyid�ng fat the developmellt(){ '" the 
" ' ·�"::;.ss·'�tI1e .Pr<?<1ucer e.01n�lll;�,' .... �" ): :"" ; ; ,, , . .  " i' : .: i ', i :f, 

·,·;�'(tJ)P�di�g,f�rc���raef!�!':'nd ; .... " ' " " ' . .. .. , -, ,", . , . " . . " ,' . , 

bu-

(iii) dis(!i�utin� amongst. the M�w��n, as �ay 
i ',3 � ,:;d�ll'�lble l!l propottt0,n to th�,ltJ,,e�pectlve , pa:'ttitlpabon in the lmsb,ess; t , '  " :  

(0 provisiou, �h411 b.; ma4e for \he .�ducation 
· ht l\1'embers .. e-mployees 'and ottiersJ�' on the ' " rrh1dr;les ofnl"uhta'lity and tech hi qll tts of mu­

tual assistance; 
(�� the, prod:ucer Company shall acti�ely co­
o\jerate With other Pr('Jdllc.6t' eOlllpln1es (and 
otheI' " organisatio,ns f ollowin.a ,sijnilar principles.) 
at local, national or international level so as 

. to best serve the interest of membet-. and the 
:conttilunitfes� it purports 'to s�rVe. " · 

(3) Without prejudice to the ge-netaHty of the 
foregoinS provisions of sub-s�ctions (1) and (2), the 

, : 
,
!�::!�

:
�ball t911�jn ttw foll()wfn� ,fovisions 

" (a) the' qualifieationsfor 'membet1hip, the 
conditions for continuance or cancellation of 
membership and the terms, conditions and 
procedure for transfer or shares; .. 
(b) the manner of' 'ascertaitling the�atronage 
arid voting right based o� patt()n�� 
(c) subject to the provisions contained in 
SUb-section (1) of section S�lN, t1t� manner 
of constitution of'tlJ,e Board, \ iti pq"ers and 
duties, the minimum and maXimum number of 
directors, manq.qr of el�ction and appointment 
of dire,ctors and retirem�t by rot3tit)n, quali­
fications for being elected or ,continuance a, 
such and the terms of office of the said direc­
tors, tlleir powers and duties� con4itions for 
election or �o-option of directurs, 'l'llethod of 
removal of dir�ctors and the filling up of va­
eaneies on the Board, aad tbentaJ)n� and the 
term s of appointment of the Chief Execu tive; 

(d) the election ot the' ebairma' n, t�rm of 
effice of directors an{l the ehajrman, manner 
of voting at the genetal (Jf $.pe¢ial tneetings of 
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Members, procedure for voting, by, directors 
at meetings of the Board, power of the Cbair-

, man' and the circumstances under which the 
Chairman may exercise 'a casting vote; 

(e) the:: circumstances ut)d�r which.', aud \:he 
manner in whiCh, the withheld pdce is to be 
de.lerrnin� and distributed; 

(f) the manner ofdisbUlsernent of patrona ge 
bonus in cash Of by issuo of equity !£bare<;. or 
both; 

(g) the contribution to be shared and related 
1'I,atters referred to in sub-section (2) otsec­
tion 581ZI; 

(h) the matters relating to issue of bonus 
shares out of general reserves as set out in 
section 581ZJ; 

(i) the basis and 1'.llanner of allotment ef 
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 Oil 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 may 
be granted to a Member and the conditions 
for the grant of the same; 

(1) t he 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
bihties in the event of dissolution or liquida­
tion of the Producer Company; 

(n) the authorisation for division, amalgama­
tion, merger. creation of subsidiaries and the 
entering into joint ventures and other matters 
connec ted therewith; 



.. <; . 
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. :(0) laying of the memorandum;' a� �articles 
, .. 0f'�he· Producer Company' � ··a"$peC·ial 

' pneral meeting to be neld withii{ ttiuetY. days 
. of its registration; " ' . ' .' .' " '. ' . . . 

(P) any other provision, which the Mcihbers 
'. may, by special fesolution .feco��nQ ,Jo be 

included in articles. . .' � .. : ( :' ,;;0- ',"r' , .' ''': 
581H. (1) A Producer Company shalt.not alter the Amend-

. conditions contained in its Olemorandul'il exe¢pt in ment of 
the t8ses, by thf' mode and to the extent for 1vhich memoran-
express provision ii made' in this ict� . . . . : ", dQm. 
(2) A Producer Company! may . by s�cial resolu-
tion, not inconsistent with· seeti&n 581D,. alter its 
obj�ts specified in its memorandum. 

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

Provided that in the case of transfer of regis­
tered office of a Producer Compallyirom the juris­
diction of one Registrar to another, certified copies 
,of the sp"cial resolution certified by two 'directors 
shall be filed with both the Registrars within thirty 
-days, and each Registrar . shall shall', record the 
same, and thereupon the Regi strar from whose 

jurisdiction the office is transferred, sha 11' forthwith 
forward to the other Registrar all documents rela­
ting to the Producer Company. 

,(4) The alteration of the provisions of me$otan­
dum relating to the change of the place of its re .. 
gistered office from one State to another shall not 
take effect unless 1t is confirmed by the Company 
Law Board on petition. 

581-1. (1) Any amendment of the articles shaH be 
proposed by not less than two-third. of the elected 
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 its 
adoption. 

.' ; 

Amenment 
of artie les. 



;

. 
' .. - '. 

;

. f, . " :: 
.

....... 

'. ·.j
.
'lJ., :QL 

.
. Notw,t

. 
,.

·

,tbsta_ndi�.t.g any,tbin$
. 
c�ntajned in 

., .,.��I�U9�Jl)��f ,�tlQn .581.C, a�Ymtet-State co-
�:.,: :' ��.nve SQCletywtth qqj�ct$. t;lQt �J,'lfin�d to. one 

State may make an appb¢atlot} to :the Registrar 
for registration as Producer Con1pany und er this 
Paft; ... 

Option to 
inter-State 
co-opera­
tive socie­
ties to be­
come Pro­
ducerCom­

'., . (2):" EverY 'application under �ub-s�ction (I' shall panies. 
be accompanied by-- .- - . 

. ra)· a ¥.p)! ,ct..t�e special res,}lution. of nor le�s 
•. 'h�n·· two...,thir<l. 9f total - Il1�mbe,rs of inter-State 

eo-opera�VG �ciety,. for its .ncoOJoration, as a 
Producer Company under this Act; " . 

(\)) . a �tatement showing-' 

(i) names and addresses or the occupation of 
.. ..1� 4irectors �nd Chief Executive, if any, by 
, • .\la��yer n.m.� caU�d, of such co-operative;. , a*4 ' . . ., ., 

W) list of members of such inter-St:::te co­
operative society; 

(cl a �t�tement indicating that the inter-State' 
, 'fO-:o.J>1!r�tive society is engaged in' anyone or 
more of the objects specified in �ection 581B; 

(d) . a, declaration by two or more dir(;;ctors, 
Qf the inter-State co-operative society certify­
.ingthat particul�rs given in clau�es (�,) to (c) 
�re correct. 

(3) When an inter·Sta�e co-operative society is 
'fegistere,i as . a Producer Company, the words 
"Producer Company Limited" shall form part of 
its name w�th any word or expression to show its. 
identity preceding it. 

(4) On compliance with the requirements of sub­
sections (l) to (3), fbe Registrar shall, wi thin a 
period of thirty da)s of the receipt of application, 
c.ertify under njs hand that the. inter-State co-npe­
rative JOCjety applying for registration is registered 
and thereby incorporated as a Producer Company 
�nder this Part. 
(5) A co-operative society formed by producers, 
by federation or union of co-operative societies of 
producers or co-operatives of producers, regi3tered 

• 
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Effect of 
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ducer Com- . 
pany. 
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Company. 
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. . � under -any : law fot.· the time" being iii 'lbrco?which 
! ..... ihas ateaded 'its object out8ide the :S.tate; either di­

J i: reedy 'or through aunioa,: or federatiol1' :of:' �ope­. ·:ratives ofl which it; is a constitUent, asr,tho Case 
may be, and any federation or union of such co-

. operatives. whic h has so extended any of its objects. 
or ;.activitidS' outside the State, shall be eligibJe to 

.' make an application ·under.·sub-section, O)-and to 
obtain registration as a Producer Company under 
this ,Part .. 

(6) The iuter .. State co-operative society shaU. upon 
legistrationunder ,su�section(l), stand traasformed 
into a Producer Company, . and . thereafter shall be 
governed by the provisions of this Part to the ex-

"clusion of' the tlaw by:which it. was earlier go­
'verned, save in :so far 'as; anything done or .omitted 

" to be.' done before its: registration as a ) PlOiducer 
, . ·Company;. and notwithstanding anything OQptained 
. ·in· any other law for . the' tiine being in -co. no 

person shall have any claim against the: co-opera-: 
tive institution or the company by reason of such I. ' .' 'Conversion or transformation. ' . 

(7) Upon registration as a' Producer' CompanY, the 
. Registrar of Companies wh� 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. 

.. . 58!K. Evet!yshareholdeF of the inter-State c()ooopera­
tive society immediately before the date of regis': 
tration of Producer Company (hereafter referred to 
as the transformation date) shall be deemed to be 
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. 

581L. (1) All properties and assets, movable and im­
movable, of, or belonging to; the inter-State co­
operative society as on the transformation date,. 
shall vest in the Producer Company. 

(2) All the rights, debts, liabilities, interests pri­
vileges and obligations of the inter-State co�opera­
rive 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 IUb-lection (2), all debts, liabilities and obliga­
tiOn'. incurred. all contracts altered into aad all 
matters aDd thiDgs engaged t() be done by. with or 
rOI� the s.ociety as on tbe transformation date for 
or in connection with their purposes, RhaU be 
doomed to have been incurred, enlered into. 01' 
engaged to be done by, with or for. tbe Producer 
Company. 
(4) All sums of money due L) 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
immediately before the transformation date b y  
the inter-State co-opcl'ative society shall be rna­
_pel by the Producer Company for such period, 
to luch extent aDd in such mannel as the circum� 
stallces may require. 

(6) Every or$anisation which was getting finan­
cial, managerial or te chnical assistance from the 
inter-State co-operative society, immediately before 
the transformation date, may continue to be 
Biven financia ls managerial or technical assistance, 
as the case may be, by t he Producer Company, 
(or such period, to such extent and in such man­
ner as that company may deem fit. 

(7) The amount representi ng the capital of the 
erstwhile inter-State co-operative society shall form 
part of tne capital of the Producer Company. 

(8) Any reference to the i nter-State co-operative 
soeiety in any law other than this Act or in any 
co�fract or other instrument, shall be deemed to 
be reference to the Producer Company. 

(9) If, on the transformation date, there is pen­
ding anr suit, arbitration. appeal or other legal 
proceedI ng of whatever nature by or against the 
inter-State co-operative society, the same shall no t 
abate, be discontinued or be in any way prejudi­
cially affected by reason of the incorporation of 
the Producer Company under sec tion 58lC 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, 
prosecllted and enforced by or against the Pro-

• 
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-ducer Company in the same manner and to the 
'a.�extent as it would .. ..;Of � Ba" �n 
eontlftUeci, prosecuted and eaforced ., 'Of &plnst 
the inter-State co-operative s ociety as if the provi­

�ions contained in tbis Part had 1IOt c01De into 
force. 

S8tM. With effect from' the traosfDnnation 
·date, all fiscal and other CODCCSlioBa, licences, 
bertefitl, privileges and eXempli"", .,allted to the 
inter-State co-operativc society in cOllnection with 
the affairi and business of the inter-State co-ope­
!8-tiYe society under anY,law for the time being 
.In force shall be deelMd to have beel1 .�ttted to 
the Producer Company. 

581N. (1) Notwitlut&nding aftydl.illg con­
tained iB scotion. SSl"(), all the '4ireclOfl in tho 
inter-State co-operative lociety helot. dle incor­
-poration of the Producer Compaay s,,11 co.tinue 
in office for a period of one year from the trans­
formation date and in accordance witll the pro-
visioas of this Act. ---

, 

(2)' Every officer or other employee or tbe inter­
State co-opcra�ive society _, (e�pt a. director of 
the Board, ChaIrman or Managtna DIrector) ser­

vina in its employment immediately before tlie 
transformation date shall, in so far as such offi­
.eer or other empl oyee is eaplolcd ia 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 
hig office of service therein by th� same tenure , 
at the same remuneration, upon tlle la8IC. term s 
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, prt,,,ident 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 s o  a s  an officer or, as 
the case may be, o-ther employee of the Producer 
Compan),. 
(3) Where an officer or other empl oyee of the 
inter-State co-operative society opts under sub­
section (2) not to be iJ1 employmeltt or service of 

COB�­
sion, etc. 
robe 
deomed to 
have been 
grallted to 
Producer 
Company. 
Provisions 
in respect 
of offfcers 
and other 
employees 
of illter­
Stat" co.-
operative 
society. 
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the Producer Company. such officer or o ther em­
ployee .;shall be' deemed to have resigned. 

(4) Notwithstanding anything contained in t he In- 14 of 1947 
dustrial Disputes Act, 1947 or in any other Jaw 
for the time being in force, the transfer of ti,,·(; ser-
vices of any officer ' or other employee · of the in-
ter�State co-operative society to the ProducGt 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 [Ofl,.;C and 
no such claim shall be . entertained by any court, 
trib�naJ. or other .authority. I . 
(5) The officers and other employees who have 
retired before the transformation date fwm the 

!service ' of the' inter-State co-operative society and 
. are 'entitled to any benefits, rights or prh ileges, 

shall be entit1ed to receive the same benefits, rights 
or :privileges from the PIoducer Company. 

, (6) 'The trusts of the provident fund or the gra- • 
tuity fund of the inter-State cooperatives soc i�ty and 
any other bodies created for the welfare of officers 
or employees shall continue to discharge fun�tions 
in the Producer Company as was being d Dne hi-
therto in the inter-State co-<>perative socidy and 
any tax exemption granted to the provident 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 c o-c'perative 
society, no director of the Board, Chair man , Ma­
naging Director or any other person emitled to 
manage the whole or substantial part of the busi­
ness and affairs of the inter-State co-opemtive so­
ciety shall be entitled to any compensation against 
the inter-State co-operative society or the Pro.-lucer 
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 III 
MANAGEMENT OF PRODUCER COMPANY 

Number' of 581-0. Every Producer Company shall have at least 
directora. five and not more than fifteen directors : 
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. ProVided .· mat in the case of aft .fator-State .o.o� 
r:m ... ·.oclttY . �orpotated" as a '  Prod!l0lt � COlD��. 
I\tch ··00ft1�n1 may have more ·thl. fitlee • .  4 ___ 
for a period of one year from tilt date or itl mcOfp04 
ration as a Producer Company . . ; , . . . 

58 1 P. (1 ) Save as providod in section 5alNt tho Mttti .. 
bets who sign the memorandum and the articJes may 
dCltpate therein the  �oaTd of di�tototS (not le�s than 
five) 'Who shan gO\'em ' the affAII'S of the Producer 
Cl)m})ittiy until the dil'tctotS are ,leeted in aC�(lrda nce-
with the provisions of this section. . " 

. (2) The election of directOrS 'shall · be e<>nducted 
within a p�ri()d of ninety days of the l'ukiltration 
. of th� Pro�\Jc6!, Company : 

Provided that in the: «t" of an inter.-sUIt. ' tt�ope­
rativ� society which has be.en registered as a Producer 
()Otnpany und,r sub-o'eetiofl (4) of ' seotiOn Sill in 
wbich ' at t.8lt fiVe directorS {inoluding th� dlt.ttors 
continuing in office under ' suba-secdon (I) :of 8lttion 
581N] hold office as such on the dat� of regist�ation 
of 8Uch company, the · provisions of this sub-stiCtion 
shall have effect as if for the words "ninety day,"; the 
words "three hundred and sixty-five days" had been 
substituted. . 

(3) Every perSon shall hold · office of a director 
for a period not less than OttO year but ,l1ot excee­
ding fIve years as may be specified in the articles. 

(4) Every director, Who retires in accordance with 
the articles) $hall be eligible fot re-appointment 
as a director. 

(3) Save as provided in sub-section (2); the direc­
tors of the Board shall be elected or appointed 
by the Members . in the annual genera l lMJeting. 

(�) The Board may . co-opt one or more eXp'crt 
dttectots ot an additIonSI director not exceedIng 
on.fifth of the total n\l��er of directors or appoint 
any other person aa additional dltect()r for such 
period as the Board may deem fit : 

ProVided that the expert dite�ots Shtlll not have 
the right to vote in the election or the Chairman but 
.hall 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 
wllich the expert director or tho additional director 
holdt, oftice-. 'shall not exceed such ' period a� Inay ·· W 
sll�ified in' th-c articles. ' 

, ' 
58 1Q. (1) Th� office of the director of a Producer 
Company shall become vacant if-' ;  

" (a) he is convicted by a court of any offence io.-' · 
volving moral turpitude and sentenced ill  respect 
thereof to imprisollment for not less tl� an 9:ix 
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 
oontinues for ninety days; 

(c) 'he has m ade a ;  default in repayment of any 
ildvances or loans taken from the Producer Company 
in which he is a director ; 

(d) the Producer Company, tn which he is a 
director- ' 

(i) has not filed the annual accounts and an­
nual return for any continuous three financial 
years commencing on or after the 1 s t day of 

, April, 2002; or 

Cii ) has failed to, repay its deposit or withheld 
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 ' ho lding election for the 
, office of director, in the Producer Company i n  

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 Co mpany. 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 reaso n .  

(2) The provisions of sub-section ( 1 )  shall, as far 
as may be, apply to the director of a Producer 

, institution wliich , is a 'member of a ProdUCer 
" Company . '  

Vacation 
of - :office , \ 
by �' , \ 
torsio -; ' ;"  
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�l-R. ,(I) , �ubject- to the provision� of� .this :rftct and 
articles, the Board of directors·- of a -� Producer 
CQlIlpany " hall exercis,e all- Iuch , P.oWe.�·!�d to do 
aU such acts and things, as that company is au-

',. ,: . th, oris cd so , to do. .- " ;"', ; , ,- '\ - ..... .  
, (2) In particl,llar and without. p.rejudice , '  to. the 
generality of the foregoin, powers, SU(:A 'p()wer5 
may include all Of any 0 the following matters, 

" name1y :-
, ' (a). determination o( the divi.delld .  payabl1;; 
.(b) determination of the quantum ot withheld 
price and recommend patronage to be approved 
:at general meeting; ' " ;' 
�(c) admission of new Memb:rs; , " 

' J  

Cd) pursue and f��. the .,..g�niiat�nal 
policy, objectives, establish specific long-term 
:and annual objective'S, and approve 00 rp ora te 
<strategies and financial plans; 

,(e) appointment of a Chief Executive and 
such other officers of the Producer Company. 

,as may be specjfied in the- articles; 

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

« g) cause proper books of 8ccoun t to be 
maintained; prepare annual : ·  accounts to be 
placed before the annual general meeting with 
,the auditor's repor-t and the " replies on quali­
.Jications, jf any, made by the auditors; 

(h) acquisition or disposal of property of the 
Producer Company in its ordinary course of 

,of business; ·  

(i) investment of t4e . funds of the Producer 
�ompany in the ordinary c(jur�e of its business; 

(j) sanction any loan or advance, in connec­
tion with the business activities ,of the Produ­
·eer Company to any . Member, not �, �eing a 
·direct�)f ' or his ' relative; 

Powcn 
and func­
tions of 
Board .  

..-' " ... . .  '. 
� . - . , ' :, 
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Matters to 

(k) bJ,ke sllch other measures or do su�'fol, 
other .<:t5 as may be requitfJd in the discharge 
tirf itl runctimts �r eXercise of its powers . . .. .... . 

(3) All the powers specified in sub-sections ( 1 }  
and (2) shall be exerdsed by the Board , by me nns 
of resolution passed at its meeting un behalf oC-
the ��duCei Company. . 

Explanation. - For the remo val o f  doubts,  it 
is bereby dec la.red tbat a director or a group of 

. directors! 'Who do not · eonstiture the Bottcd , shall 
not e�ercise any of the powers exercisable by it. 

be transac· 
ted at genetal 
meeting. 

58 1S. The Board of directors of a Producer Company 
shall exercise the following powers on behalf of 
that company, ·and it shall do so only by means 
of resolutions passeQ at the annual general mee-
ting of its Metn�:UtiIWnely :- . .  

. . (a) approval of budget and adoption of 
annual accounts of the Producet Company; 

. (b) . approval of patronage bonus; 
(c} issue of bonus shares; 
(d) declaration of limited return and dec ision 
on the distribution of patronage ; 

(e) specify the co nditions 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 fo r appro· ,  
val by the Members. 

Liability of 581T. ( I )  When the directors vote for a reso lution, 
directors. or approve by any o ther means , anything done in 

contravention of the provisions of this Act or any 
other law fOr the time being in force or articles �. 
they shan be jointly and severally liable to make 
good any loss or damage suffered by the Produ­
cer Company. 

(2) Without prejudice to the provisions contained 
in sub-section (1), tbe Producer Company shalt 
have the right to recover from its director--

• 
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; ;� ·(e) . "wlNtre . .  such q;recto.r Jtas , rilade .  'an" p(,ofit as 'i;t' . ::.- .• � 'res_it,' Clf . th� eoirtra vention. s·ptciMd i9:; '-IIh-see­
: !';" ;: tion :t.l), : an ':8ll'Iount e.qual !o. .  the :p�fit::s�,4lade; � '. � c "  :' . 0 "':, '�.: - '::� , ':: ' ' .. � .�' . �  . .... .... . �� � '  �'! : '. "  .. �. ' -.' f, 

(b) where the Producer Company incurred a loss 
.. . .  'or ·damage ·.as a result of : tbe, ,�contravention speci­

.\: ,-ned ,iJ!l sutr-section, ,;(1),..- •. a n  al1lQunt ·.equal to . that 
.'Y -loss or: damage; , . . . " >: 
t." ;:: " . . t .  ... . :." :. <. :: :'; . s :. 

(3) The liability imposed und�t tbis sectioD , shall " ,  . be· in " addition -to and' not .in -derQg .. tion · . of 8 Ha­', • .  - , bi Jity impOSed on .a�_ d il'ect?r u�der:this ;I\ct ��a:. any 
other 'law for tbe ttme -bemg : ln, Jorce,: . ' �.: " l' 

, ; ¥ ·.· .581U:; , (IJ The: Board may ; <;on$tii,\1to:.!'�cll�.num- Committee 
; ' , - ber . of committees;: as ,it· may deem fit. fQf:; tlie. pur· of diree­

purpose of assisting,,-, t,be. ;·BQ� ... d " in, t� · )  efficient tor-l. 
discharge of its functions : 

.. 
.;.{ .. �" " �" .,, .� . .  . : .' :. . ". �'!. . � -, :. . � .:.: ;�, � ; ... :..:. ."; ,,:, ",." ... ;. . ':.' 
.) . : ' . ' Provided, tbat , the.::. �ard · ·shaU .DQt l. .4!legate 

!( ; ·any of its �.po.wers or .�ssi&n J,he . :Ro.,v�ts ,,9f,: the 
; ;  \. ' ,Chief:::Exe�utive. to . any CQnlmittee .. '" ,.. .. :. � ,  

: .  . . :. . , . �; .. . : - ;, ,� (2) A committee constituted under -' sub-section 
" � , (I) may., with .the approv�l of. ,lJoardt �9"Op;t such 

number · ot··persons as .it Id .... ·. (�t . •  s, P.1�m�rs of 
. he ' t  \ . .  '. t . c.Omml tee ; . . ' � ,  , "  

, . �- . � 1: .w " ' , •• ; • -. ' • •  . -

Provided that the Chlcf Executive ' appointed 
; under . 'section ,581W or �. 4ir��t9r .. of l�e� Producer 

Company :shall be a mem�r 'o� , �.uch committee. 
;., ." 

(3) Every such committee shall function . under 
. th� general .superintenden�e, .. di.rection �nd c;oatrol 

" ofthe lJoard, for such_,duration, :and in · such man-
. . . '  net as thc:' Boatd may. qire.ct. , . .. . ', .� 

(4) The fee and aHowances to be paid to the 
members of the committee shall be such as may 
be determined by th� Bo�rd� 

(5) The minutes of each meeting of the ' commi­
ttee shall be placed before the Board at its next 
meeting. 

; ,  
581V. · (l) A meeting of th� Board shall be 'held Meeting. of 
not less than once . in every thr�e months and at Board and 
least four such meetings shalJ be held in every quorum. 
year. 
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(2} Notice of ev�ry �eetin, .of the Board �r di­. acton IhaU ", .  glVeIl 1ft writ,., to every dllCCtor tor · the time bcillS in India. aod . at hi. .snat . .  &ddtess in India to every otlier director. 
(3)  The Chiet Executive sha ll give notice u afore­
said aot lesa tllan seYon day. prior to tho date of 
the meeting of tbe Board and if ho fails to do so. he shall be punishable with fine which may extend 
to onl thousand rupees :  

Provided that a meeting of the Board fl\6y be 
-called at 'hort .... notice and the reasons dlereof 
"hall be recorded iB writin. by tbe Board. 
(4) The quorum for a meeting of the Board shaU 
be one-thfrd or the total strength of directors, 
flUt.jeot to a minimum of tar.. . 

(5) Save as provided in the articlos. directors in� 
Oludiol the co-opted a director. may be paid such 
rees and allowanccJ rOt attendance at the mlCtiBg 
or the Board, al may be decided by the Members 
ill the general meeting. 

581W. (1) Bvery Ptoducer CompaD1 shall have a 
full time Chief Bx.ecutive, by wbteVIl' name ealled 
to be appointed by the Board ftom amongst per­
sons other than �embers. 
(2) The Chief Bxecutive shall be ex officio direc­
tor of the Board and such !theetol shall not retire 
by rotation. 
(3) Save as otherwise provided . in articles. tho qua­
lifications. experienco 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 p owers of management a s the Board 
may determine. 

(5) Without prejudice to the generality of sub­
section (4), the Chief Executive may e xercise tbe 
powers and discharge. the functions , name ly:-

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

Chief� Bxo� 
cuti.yo .aad. 
kilt func­
tioni. 
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Secretary 
of Produ­
eer Company 

(b) opctatc bank aceounta Of' " .�,"",'" any 
P'9QO, subiect ro taa .Mt'�1 j.it_$pec�,t · ap­
p-Iov.l of the ao.r4 iD I\l1 �If, ; � .�ratc 
the, bank a�U1lt; . " " . ' .- : . . ' , 

(c) make arrangements (or saf- c¥JtoIiy of 
casb and other a.sets of the Ptod�r Com ... 
PJ'D.y; 

. , 
(d) sip such dOCUD.lcnts as Jnl,J " '.qtl\Qrised 
by the Board, for and on behalf ot t,JaQ com­
pany; 

. (c) ,maiotam proper boob of &ccou.� prtparo 
anDlJal �CCO'UDts and audit taCl'4of; . place the 
audited· accounts boface the Board .,00 in the 
ann_l Jenera} meetiJag of thC �.t8. 
(f') furnish Membors with perio4ic iotOJl.Qlttion 
to appraise them of the operattoQ. -..4. func-
tions of the Producer Company; 

. . 

(8) make appointments to �sts ia aecor4aacc 
with the powers dol.,.ted to hiDl by tho 
Board; 
(h) aS$ist the Board ill the forQlulation of ,oals, 
objectives, strategies, plans and pOlicies ; 
(i) advi8e the Board with respect to lopt 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 ·buli1\ess ; 
(k) dischac8e such other func:tio1l8, and exer'" 
dse such other p owers, as may be dC1e.ated 
by the Board. 

(6) The Chief Executive ihall mana. the affairs 
of the Producer Compauy under the rner.al supe­
rintendence, direction and control Q the Board 
and be accountable for the ' performance of the 
Producer Company. " 

581)(. (l ( Evory Producer COUlPaQJ b�'YiBg an 
average annual turnover exceeding five .crore rupees 
in each of three consecutive financial years . shaU 
have a whole-time secretary. 
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' � ,., :' (1.f,'�· !ndiY!4p;�tA 'sh.al1 .be .�pp'�iri�e4, . a�; w�oIe­
:; �� . It.�e,:�):�t�ry uptcss he. ,pos'!ies,ses, llTem ber� b tp of 
, ,- .' til" Tnstitute ot Company" SecretarIes 'of IndIa con- 56 of 1989. 

stituted under the Company Secretaries Act. 1 980. 

" tj)" If a Producer C,ompany fails to comp l y  wi t h  
,- the' proVisions of sub�secfion (1), the company and 

every officer of the company who ill ,defau It, "hall 
� . : . .  be" I?�n.isha!>l� ,wi lb, ,�ne whkh Jllay .e�tend , t o  five 

.hundred r;upees " for every day durmg whlc h the 
" ' " default cori tin'Ues : 

. 

• . ,  P!?!ide;� that in �ny pr()�eedings ag�inst a 
J'er�on . lp .. respe(!t of an '  off�nce uD:der thIs  sub­
sectlOD, lt shall be a defence to prove that all 
teas,�a1'�e �fforts ; �o c<?mply . with the provi�ions 
of sub-sectron (1) :,were taken or· that the Jinan-

· � c!�! . P9sit�on of the c01l1pany was such that i t  :-vas 
' .  " bey�nd Its ,  �apacity �- to ' . '�ngage a: who Ie-time 

, secretary. " . 

· . . , . 581Y . .  Unle,ss the �r�ic1es require a la.�ger number, 
� "; ; .' 0l!-�-f<?�rth :�f ' t��, tot�J m�1D:�e�ship shall cOilsti tute . the quorum at a general ' meetmg. . 

. '  581Z. Save as otherwise provided in sub· sectio ns (1)  Voting 
alld . (3) of sectio� 581D. 'every Mem\>er shall have rights .. 

one vote and ' in the case 'of equality of votes, the 
Chl!�rman or the p�rson pr,esiding shall have a 
c
C

a
h
st�ng ; vote except in the' Case of election of the 
atrman. 

CHAPTER IV 
. GENERAL MEETINGS 

581ZA. (1) Every Producer Company shall, i n  each Annual' 
year, hold, ' in addition to any other meetings , a general 
general meeting, as its annual general meeting and meetings., 
,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 rea-s01l, permit extension of the time ' for hol­
ding any annual general meeting (not being the' 
first ' annual general meeting) by . a period not ex-- . - . 
ceeding three months. 



.. !c(!)' . A 'Producer Company shalI:hold its ; ftttt annual . \ .;; ' ;:C.il ·, :m.eeting withjn· a · periGd of:'.> DiMty days 
; ; ; .. � . 'the;:.dQte of ite ineorpotatia. · . >  " ' ;p 
; . (3) .... Tbe Members.· · shall adopf. the article. of the 

Producer Company and ' ·  appoint directo.rs of its 
Beard . in the allnuu l genera� meeting_ ;-'. '� ' I :  ....... .. . :. . , .  -' : . .�. , 
(4� The notice call ing tb� annual geneJal meetin, 
.hall be accompan.ied by the following documents, 
ftamely . . :- ::. . . . . . . .  .... . 

. . . . ," 
r ' .• , ' .' . {a) . the-agenda · of the aDnual general meeting; 

\ . 

(b) the minutes of the previous annual gene­
ral meeting or the . extra-ordinary general 
JUeet-iIly; . . 

(c) . the names of candidates forc  electiOn, if 
any, to the -office of director including a 

. state�ent of qualifications. in respect of :each 
candIdate; 

-(d) -· the audited balance-sheet and .profit and 
loss accounts of the - Producer Compa-ny and 
its subs·idiary, if any, together with , a report 
of the Board of Directors of such CQ mp any 
with res peet to-

(i) the state of affairs of the Produeer,;Com­
pany: 

(ii) · the . amount proposed ' to be·  carried to 
reserve; 

(iii) the amount to be paid as limited return 
on share capital; 

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

(v) the material , changes and commitments, 
if any, affecting the financi�l p�sitioA ' of the 
Producer Company 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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';i <' ; :  :' &I) ahy .othtr l'll�tter ofJmportanqe fela.�, to 
" ': ... ray co ••• rvatlon, ellvlfQnm.n\al Ptot"tl0n, . expendi .. Of •• minl' ill foreign exchaiges; 

. ",: :' "'. �, (vii)' :M1Y Gth,f,' tnatter' wbio'hJs :requiredLlo be, 
. or may be, specified by the Bo ard� " � 

(e) the text of the d'raft reso lution for appoint­
�. " , . mept of auditors; " 

,.' ., ' .:' " 
(f) the text of any draft resolution pr��sing 
amendment to the memorandum or articles to 

, ! ,. ' ll:()nsi4.r� a.t the . gonoral meeting� along· 
with the recom menda tions of the Board. 

(S) The Board of Directors shall, on the requisi� 
tion made in writing, duly signe4 . and s�tting out 
the matters for the consideration. made by one­
.Ja,ird of the Mombefli entitled to vote in any ge-

0 ,  .� neral meetin., proceed to cal l  .an extraor4i�ary 
. goneral )1leetlf1g in Il\lcordance wl*h the prOVISIOns 
eontained in sections 169 to 1 86 of thi s  A ct.  

. (6) Every annual Jeneral 11lc,ting shall be called. 
f()r • time during bu�ineSi hours, on a day that 

. h no t a public holiday and shall be held at the 
rqister�d office of the Producer Company or at 
some other place within th� city, town or village 
in which the regi�tered office of the Co mpany is 

'situate. 
(7) A general meeting of the Producer Company 
",h,U be called by ,iving not less than fourteen 
days prior n otice in writing. 

(8) The notice of the general . meeting indicating 
the aate, time and place of the meetiilg shall be 
sent to every Member and auditor of th e Producer 
Company . 

(9) Unless the articles of the Producer Company 
provide for a larger number. one-fo urth of the 
.total number of members of the Producer Com-

· .pany. shall be the, quorum for its annual general 
mecltmg. . 

' . . dO} The proceeding:. Qf . every annual general 
. .  meeting alongwitb the Directors ' R eport, the 

audited balance-sheet ' and the profit and loss ac­
count shall be filed with the Regi strar within sixty 

• 
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CHAPTER V 

SHAI,E CAPITAL AND MBMDfJU lllGIiTS 
31�B. ( I )  The share clpital or a Pro(j.J,Wcr CO$pany 

shall consist of �qJ.Jity �lt6\r�S ol;1Jy. -
(�) The sb�lres beld by · a Melll�r < in � P,oducer 
Company, shall as far as may he, bQ j" • .  pl'opor­
tion to the patronage of that company. 

SIUZC. (1) The producers , whe are activt M�rnbers 
may, if so provided in the articles, have special 

. rjJ-h,� and the Producer C9mpany may issue ap­
prQp'dclt� it}str�ent,$ �9 them it} n�,e�a of sucll 
specIal nghts. . 

(2) Th� iAstruments of t� Prodqcer CollJpany 
i8$U�d under sub�section (1) snaIl, after , obtl1ning 
:approy�l of t he Boa,rd in that behalf� � transfe­
rable to any other a,ctive Member of that Pr.odu­
cer Company. 

Explana,tion.- For the PllfPOiCS of this. sec­
tiQn. tbe expression "spec;ial risht" :me

. 
lJ-n

. 
i an] .righ t 

relating t o  supply of addHional produc;� . l;>y the 
active Member or any other right reiating to his 
produce which may b� conferred upon him by the 
Board. 
581ZD . . ( 1 )  $4¥e a s  ot�wise pr�vided jfl sub-sec­
tions (2) to (4), the shares or a Member of a Pe o­
·d1.}.cer Co�pany shall np! � tranf�4lble. 

Transfera ... 
bility of 
shares and 
attendant 
rights. 
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(l) A MeInb�r ot a Producer CoDlpa�y niaf,' after 
·' o6�aining the previous approval of the Boarg, �rans­
fer the \vhole or part of, h is shares along ,,\lith any 
.special rights, to an active Member a� par va lue. 

" (3) ' Every Me'l1ber shall,  within three 111 onth" of 
his becoming a Member in the Producer Company, 
nominate, in the ma Q,ner specifi.t'd in articl es, a 
persori to whom his: shares in the' Producer Com­
pany shall vest in the event of his dl'ath . . 
(4) ' The nominee shaU, on the 'death of tbe M�ili­
'ber, become entitled to all the right� 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 trOducer, '  the Board shall ' direct the sur­

render 0 shares together with �pecial rights,  if any, 
, to. the Producer Cornpany 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- ' -

, (a) any Member has ceased to be a primary 
prod"Qcer; or 

' 
, 

(b) any Member has failed , to reta in his 
qualifications ' to be a Member as specified in 
articles ,  

, the Board shall direct the surrender o f  sharc$ 
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 no t direct such 
surrender of shares unles's the :Member has been 
served with a written notice and given an oppor­
tunity of being heard. 

CHAPTER VI 

FINANCE, ACCOUNTS AND AUDIT 
S81ZE. (1) Every Producer Company shall keep at i ts Books 0 f.: 

registered office proper books of account with account. 
respect to-

• 
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(al aU sums of money,recej:v�d a�d ·.�xpended 
by the Producer Compan), and .� �tters In 
respect of which the receIpts 'and expenditure 
take place;. 0; 
(b) al1 sales and purchase of goods by the 
Producer Cp�pany; 

(c) the ins truments of fiability executed 'by or 
on behalf of the Producer Company; 

(d) the assets and. liabilities of the Producer 
COJI\pany; 

(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 �cc.ount 
Qf the Producer Company shall be prepared; as 
far as may be, in accordance with the provision. 
contained ' in section 21 1 .  

581ZF. Every Producer Company shall have in­
ternal audit of its a�counts carrie;d .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. . 3� of .1949. 

58 1ZG. Without prejudice to the provisions con­
tained in section 227, the auditor shall report on 
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 traDsactions 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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'. {t) thc. dOnations or subscriptions given by the 
'roducer COtnpailY; 
(g) any other rna tter as ma, be considered 
necessary by the auditor . 

58 1ZH. A Producer Company may, hy special 
resolution, make donation or subscription to any 
institution ot individual fot the p l Hpos es of-

(a) pt'(;)moting the social and economi c welfare 
of Producer Members or prodUcers or general 
public; or 
(b) pt�moting the mutual assistance principles : 

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

Provided further that no Producer Company • 

shall make directly or indirectly to any political 
patty 01' for ltny political purpose to any person 
any contribution or subscription or ma ke availa­
ble any facilities inc luding personnel  o r  material. 

581ZI. (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 tra nsfer to maintain the reserves a s  may be 
specified in articles,  the contribution t o  the re­
serve shall be shared amongst the �1embers in 
proportion to their patronage i n  the business of 
that company in that year. 

581ZJ. Any Producer Company may, upon re­
commendation of the Board and pas s ing of reso­

lution in the general meeting, issue bonus shares 
b� capitalisation of amounts from general reserves 
referred to in section 581ZI in proporti o n  to the 
shares held by the Members o n  the da te ofl the 
issue of such shares. 

• 

• 
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. , GHAPTBR VII 
LOANi TO M£MBER.S ANb n;i_� 

Loan, etc . to 58 1 ZK .  The Board may, subject t8 :th. pfovi� 
Members . �ions. made in article"s, provide financial assis · 

lance to the Members of the Producer Company 
by wa.y of--

(a) credit facility. to any Member, in connec­
tion with the busiaess er the Pro4tlcer Com­
pany, for a peri od not $xceedin& siX months;  
(b) loans and advances, aaainst s�c"ri�y ' spe­
c i fied in articles to any Member, repayable 
within a ;period exceeding three menths but 
aet ex�eeding s'even years fro$ . the .date of 
Eiisb1rlrsemellt of SUGh loa& or advaD.(;cs: 

. i?rovidtd tiut an.y loan er �dvliace i�. &"'J clit-ector 
-or his relativ� shall ?e g.raatod onl� after the appro ­
val by the Members 10 general mcetllil. 

58tZL. (l)  The geReral reserves of any Preducer 
Cempany shall be invested to 50ture tht; highest 
r,etufl\s available from approved . securi"tjes, fix.ed 
deposits, units� bonds issued by the Oovernment 
{)r co -operative or scheduled bank o r  in such other 
mode as may be prescribed. 

-(2) A ny Producer Company may, for promotion 
-of its objectives acquire die shares of another 
Producer Company. 

{3) Any prGducer Campau.>' may subscribe to the 
--share capItal o.f, or eater mto any agreement or 
other arrangement, whether by way of formation 
of its s ubsid iary company, joint venture or in any 
other manner with any body corporate, fgr the 
purpose of promoting the objects of the Pro.ducer 

{;ompany by special resolution in this behalf. 
.(4) Any Producer CO lnpany, e ither by i tself or 
topther with its subsidiaries, may invost, by way 
o f  subscription, purchase or . o�he·rwi&e� shares 
in any other company, oUltr than a Producer 
Company, specified und�r su�·s�tiou (2), ()r . . subs­
-c�tiou of capital under sub·section (3), f.or an 
amount no t exceeding thi(ty per cent. of the 
.aggregate of its paid- up �apital and free r�serves : 

Investment 
in other 
companies, 
formation 
of subsi� 
diaries, etc . 
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Provided t1ilit a ProduCer Company may, by 
_ speci�J. resolption passed ill

,
' it� _ g�neral I;eeting 

and ' w�tb � pn?r approval of the . C�ntral C;0ver!'· 
ment, Invest In excess of the hmIts specIfied in 
this section. . ' . , 

(5) All investments by a Producer Company may 
be made if such investments are consis tent with 
the objects or the Producer Comp.ally .  
(6) The Board of a Prod ucer Company may: 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 shall mainta in a re-

, gister ' containing particulars of all the investments, 
showing the . names of the companies in which 
shares have been acquired, num ber and value of 
shares; the date of acquisition; and ' the manner 
and price at which any of the sha!es have been 
subsequently disposed of. 

. 

(8) The register referred to in sub-section (7) sha ll 
be kept at the registered . office of the Producer 
Company and the same shall be opened to L1spec­
tion by any Member who may take extractS' 
therefrom. 

CHAPTER VIII ' 

PENA LTIES ·  

. . '.� 

58 1 ZM. ( 1)  If any person, other than a Producer Penalty 
Company registered under this Part, carries on for contra­
business under any name which contains the vention. 
words "Producer Company Limited" , he shall be 
punishable with fine which may extend 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 i nfor­
mation relating to the affairs of the Producer 
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 Cen t� 
of the. turnovttr of that company during preceding 
financIal year. 
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(3) If a director or  officer or a Prod\l�e:r Com­
pany- , 

(a) makes a default in handing . ove! the 
custody of books of account and other 'docu­
me lts 'or property in his  cus tody to the Pro ­
ducer Company of which he i s  a director or 
officer' or  " , 
(b) fails to convene annual general meeting 
or other general meetings , he shall be punish­
able with 'fine which may extend to · one -lakh 
rupees , and in the case of a continuing de­
fault or failure , with an · add itional fine which 
may extend to ten thousand rupees ' for every 
day during which such default or ' failure 
continues .  

CHAPTER IX 

AMALGAMATION, MERGER OR DIVISION 

·S8 1 ZN; 0 )  A Producer Company may, by a reso lution 
passed at its ' general meeting,-

(a) decide to transfer its assets and l iabilities, 
in whole or in: part, to any other Producer 
Company, which agrees to such transfer 'by a 
resolution passed at its general meeting, for 
any of the objects specified in section 581B; 

(b) divide itself into two or more new Proda-
cer Companies . ,. 

(2) Any two or TIl ore Producer Companies '. may,. 
by a reso lution 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 
as "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 �,.fem-
bers present and voting, and such resolution shall 
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contain all particulars of the transfer of assets and 
liabilities, or division, amalgamation, or merger, 
as tbe case may be. 
(4) Before passing a resolution under this section, the Producer Companv sh,}ll give n()tic� therCf,f 
in writing together with a copy of tho ,fop-osed 
resolution to all tbe Members and creditors who 
may give their consent . 
(5) Notwithstu nd ing anything conta ined i n  art i­
cles or in any contract to the contrary, a n y  Me rr.­
ber, or  any creditor not consenting to the resolu­
tion sball, during the period of one month 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 withd raw 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 s ub­
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 unti l the eX­
piry of one month or unti l the assent thereto of 
all the Members and creditors has been o bta ined, 
whichever is earlier . 

(8) The resolution referred to in this sectio n 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 Prod ucer Com­
pany, the consequent reduction of i ts share 
capita l ;  

• 
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(d) . termination, setting aside or modification 
of any ag reement, howsoever arrived between 
the company ou the one hand and . the direc-

. 'tors, secretari es and managers . ou the other 
hand , apart from such term� and condi tions 
as may i n  the opi nion of the majority of 

.shareholders, be just and equi table in the cir­
'cumstances of the case; 

w(e) ter mination, setting aside or modificllti on 
of a llY agreement between the Producer Com­
pany and any person not referred to .in clause (d) :  

Provided that n o  such agreement shall be 
'terminated, set aside or modified except after 
;givi ng due notice to the party concerned : 

Provided further that n o  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 re301ution, 
wh ich would if made or done against any in­
dividual, be deem-.!d in his in so lvency to be a 
fraudu lent p reference; 

'(g) the transfer to the merged company of the 
Whole or any part of the undertaking, property 
;or liabi lity of the Producer Company; 

(h) the allotment or app r opriation by the 
merged company of any shares, debentures , 
policies , or other l ike interests in the merged 
company ; 
. (i) the continuation by or against the merged 
.. company of any legal proceedings pending by 
or agai nst any Produce r  Company; 

1(j ) 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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(t:n) such . incidental, consequential  and sup·­
plemental . matters as a re necessary to s ecure­
that the division, amalgamation Or 'llerg{;,f sh all; 
be fully and effectively carried out . . 

(9) when a ' resolut ion passed by a Pru d uccr 
Company under this section takes effect, th e res o­
lution shall be a s'ufficient com evanCe to Vc ; t  the 
assets and liabilit ies in the t ransferee. 

( 10) The Producer Company sha l l  make a r piOge­
ments for meeting i n  fu ll or otherwise satisfying 
aU claims of the Members and the creditors who 
exercise the option, within the period sp. 'cifl<;d in 
sub-section (5), not to continue as the Mem ber or ' 
creditor, as the case m d Y  be . 

( l l )  Where the who le of the assets and liahi lities .  
of a Producer Company are tranferred k another 
Producer Company in accordance with the provi­
sions of sub section (9), or where there is merger 
under· sub-section (2), the registration of t he firs t  
mentioned Corr.pany or the merging com ,- a iiY ,  as 
the Case may be, shall s tand canceHed a nd that 
Company shall be deemed to have been d issolved 
and shall Cease to exi st forthwith as a C<'H !  o rate 
body. 

( 1 2) Where two or  more Producer Contpanies 
are amalgamated into a new Producer COH'lpany 
�n accordance' with the provisions of su b- section 
(2) and the Producer . Company so form '.1 is 
duly registered by the Registrar, the Regist ration 
of each of the amalgamating companie�, shall  
stand cancelled forthwith on such regi'>t ration 
aJ]d each of the companies shall th r ',: u pon 
cease to exist as a corporate body. 

( 1 3) Where a Producer Company divide" itself 
into two or mo re Producer  Compani es in :lCCQf­
dance with the provisions of clause (b) or sub­
section (1 )  and the new Producer Comp8n i �s  are 
registered in accordance with the provj�, i ons of 
sub- section (8), the registration of the erstwhile 
Producer Company shall stand c9..n 8e lled 
forthwith and that Company sh,ill be deemed to 
have been dissolved and cease to exist as ;l cor­
porate body. 

• 
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(14) The amalgamation, merger o r  divis.ion of 
comJ.>anies under the fo regoing sub-sections sball 
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 Hgflinst any erstwhile .c<?�pany befo re 
the arnulgamation , merger or divIsIOn, may be 
continued or commenced by, or against, the 
conce rned res u l l i n g  company, or merged company, 
as the case may be. 
( i  5) The RegistrJr sh.dl  str ike off the names of 
every Producer Company deemed to bave been 
dissolved under sub-sections (l 1) to ( 14). 

{ I  6) Any member or creditor or  emp10yee 
aggrieved by the transfer of assets, division, amal­
gamation or merger may, within thirty days of 
the passing of the resolution, prefer an appt:a1 
to the High Court. 

(I 7) The High Coort shall, after giving a reason­
able opportunity to the person concerned, pass 
such orders the reon as it may be deem fit . 

{ I  8) Where an appeal has been filed under sub­
section (I 6), the transfer of assets, division, amal­
gamation or merger of the Producer Company 
shal l  be subject to the decision of the High Court. 

CHAPTER X 

RESOLUTION OF DISPUTES 

581Z0. ( 1 )  Where any dispute relating to the for­
mation, n'-'anagement or business of a Producer 
Company arises -

(a) amongst Members , former Members or per­
sons c1aiming to be Members or nominees of 
deceased Members; or 

(b) between a Mem ber, former Member or a 
person c laiming to be a Member, or nomniee of 
deceased Member 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 lepresenta� 
tive of any deceased director of the Producer 
Company, 

such di spute shal l  be se ttled by conci li ation or 26 of 1996 
by arbitration as provided under the a rbi tration 
and conciliat ion Act. 1996 as if the par ties to 
the dispute have consented in writing for deter-
mination of such d isputes by concili a t i o n  or by 
ar1)itration and the provisions of th � $aid Act 
s hall apply accordingly . 

Explanation .-For the purpo ses of thi s section, 
a dispute sha ll  include -

(a) a claim for any d ebt or othe r amount 
due; 
(b) a claim by surety against the principal 
debto r, where the Producer Company has 
recovered from the surety amo unt in resp ect 
of any debtor or other amo unt due to it from 
the principal debtor as a result of the 
default of the princ ipal debtor whether such 
debt or amount due be admitted o r  not ; 
(c) a claim by Producer Company against a 
Member for failure to supply prod uce as re­
quired of him; 

(d) a c laim by a Member against the Produ ­
cer Company for not taking go ods supplied 
by him. 

(2) If any que stion arises whether the d ispute 
relates to formation, management or  business of 
the Producer Company, the questio n s hall be re­
ferred to the arbitrator, whose decision thereon 
shall be final.  

CHAPTER XI 
MICELLANEOUS PROVISIONS 

• 

5 8 1 ZP. ( l )  Where a Producer Co mpany fails to Strike o ff  
commence business within one year of i ts  regis- name o f  
tration or ceases t o  transact business with the Producer 
Members or if the Registrar is sati sfied, after ma- Company. j 
king such inquiry as he thinks fit, that the Pro-
ducer Company is no longer carrying OTI any of 
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'its objects specified in - section 581 B, he shall 
make u n  order st riking off the name of the Pro ­

,ducer Company, wbich -shall thereupon CC&$e to -

exist forthwith : 

Provide j that nO such order cancell ing the 
'regist ration as aforesaid shan be pass�d unt il a 
:notice to show cause has been given by the Re­
�gistrar to the Pro jucer Company with a cQPY to 
all its directo rs on th� prop osed act i on and rea-
'sonable oppo rtuni ty to represent its case ha s been 
give n .  

(2) Where the Registrar has reasonable caUSe to 
,believe that a Producer Company is not maintai­
ning any of the lDutual a isistanc� principles spe­
,cified, he shall strike i ts name off the register in 
accordance with the provisions contained in sec­
tion 560 of this Act .  

(3) Any Member o f  a Producer Company, who 
IS aggrieved by an order made under sub-section 
(l), may appeal to the Company Law Board 
within sixty days of the order . 

(4) Where an appeal i s  filed under sub-s.cction (3)� 
.the order striking off the name shall n o t  take 
effect until the appeal is d isposed of. 

581ZQ. The provis io n of this Part s hall have 
"effect notwi th H ln-iing � nythiag i nco ns istent there ­
with containe j in this Act or any law for the 
time being in force or any instrument having effect 
by vi rtue of a n y  s uc h  l a w; but the provisio ns of 
any such Ac t o r law or instrument in S ll  far a s 

-the same are not varied by, or are inc onsistent 
with the provisi ons of this Part s hall apply to the 
Producer Company. 

581ZR. A ll the limitations , restrictions and pro­
vision of th is Act, other than those specifie d 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 i n  so far as they are not in conflict with the 
provis ion of this Part. 

Provisions 
of this 
Part to 
override 
o ther 
l a ws .  

Application 
of pro vi­
sions rela­
ting to 
private 

companies . 
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CHAPTER XII 

REeONVERSION OF PRODUCER COMPi\NY TO INTER STATE CO-OPE­
RATIVE SOCIETY 

581 ZS. ( 1 )  Any Producer Company_ bc m g  a n  
erstwhile inter-State co-operative society s fo rmed 
and registered Ui,der this Par t ,  may m a k;:  a n  
application - - -

(a) after passing a resolution in the ge neral 
meeting by not Jess t�an two-third of its 
Members present and votIng; or 

(b) on request  by its cred itors representing 
three - fourth value of its total  credito rs , 

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

(2) The High Court shall ,  on the application 
made under sub-section ( l ), d irect hold ing m( eting 
of its Members or such creditors, as thi: case may 
be, to be conducted i n  such manner as i t  may 
direct. 

-

(3) If a majority in number representing t hree­
fourths in value of the creditors, or Mem bers. as 
the case m :y be, present and voting in p:O-fs - n  at 
the meeting conducted in pursuance of the direc­
tions of the High Court under sub section (2). 
agree for re-conversion, if sanctioned by tYe High 
Court, be binding on a ll the Members and �dl the 
creditors, as the c ?  se m ay be, and a lso 0 :1. the 
co mpany which is being converted :  

Provided that no order sanctioning fe-conVer­
sion shall be made by the Court unless the Court 
is satisfied that the company or any other person 
by wbom an application has been made under 
sub section ( 1 )  has di sc losed to the Coun, by 
affidavit or otherwise, a ll material  facts reLit : ng to 
the company, such as the latest financial  po s. it ion 
of the company, the l atest auditor's report o n  the 
accounts of the company, the pendency of 
any investigation proceedings in rdation to the 
company under sections 235 to 251 ,  and thc l ike. 
(4) An order made by the Court under 
sub-section (3) shall have no effect until a certi-­
fled copy of the order has been filed with the 
Registrar. 

Reconver-
sion of 
Produecr 
Company 
to inter­
State co­
operative 
society . 

• 
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(5) A copy of every such or4er shall be annexed 
to. every copy of the memerandum &f the _ com­
pany issued after the cert-ified copy of tile order 
has been filed as aforesaid, or in . the case of a 
-company not h aving a memorandum, to every 
copy s o  issued of the instrument constituting o r  
defining the co nstituti on of the company. 
(6) If default is made in complying with sub­
section (4), the company, and every officer of the 
-company wh o is in default, shal l -be punishable 
with fine which may extend to one hundred ru­
pees, for each copy in respect of which default 
is made. 

(7) The Court may, at any time after an applica­
tion has been made to it under this s ectio n, stay 
the commencement or continuation of any suit o r  
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 
-sanctioned re-conversion by the High Court ,  shall 19 of 2002 
make an applicat ion, under the Multi-State Co-
.operative Societies Act, 2002 or any other law 
for the time being in force for its registrat ion as 
mu 1ti-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 
-companies and to the Registrar of the co-opera-
tive societies under which it has been registered 
as a lDulti--State co-operative society or co·opera-
tive society, as the case may be . 

581 ZT. (1)  The Central Government may, by no tifi­
cation  in the Official Gazette, direct that any of 
the provisions of this Act ( ot.her than those con­
tained in this Part) specified in the · said notifica­
tion.  

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

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

. 
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( 2) A �opY Qf every notification
' 

propo sed to be ,issu.od under: SUb-��i�on 0). shall ' be . laid in draft 
before �ach Hous�: of Parliament, while it ' is in  
session,  for a total period of thi rty days which 
may be co m pris�d in one ses�i ol,1 or in two OT 

more successiv� sessi ons . and if, before  t l1L' �: xpiry 
of the session immediately fo llowing th e session 
or the success ive sessi ons aforesaid, both H o uses 
agree in disapproving the issue of the not i.ficati on 
or path Houses agree i n  �aking any modification 
in the nctification. the notification shall n o t  be 
issued . or, as  th� cas� may be, shaH be i ssued 
only in such modified fonn as may be agreed 
upon by both the Houses . ' .  

• 
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