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RBiORT OP nm SELECT COMMrITBB 

, I, the CWrman of the Seleet Committee to wbicb the DiU- to provide for 
the regu1atioo of Chit Funds and for matters conaected tbei'ewitb was rcfenal 
to, . havinS been auqtorised to submit the Report OD their behalf, preaent tbelt 
RePort with the BiU, as amended by the Committee, annexed thereto. 

2. The Bill was IfttrodUcCd in LOk Sabha on the 20th N'oVt'll1ber, I~(). 
1'be ftiOdtHl for rcferenco of the Bill to a !elect Committee was IIfOwd in tie 
Uk SIMla by Shri R. Velibtaraman. ~misttr of Pmetttc on tile 231t1 
DeCember, I~ and was adopted (Appendix I). 

3. The Committee held 25 sittings in 'III. 

4 .. The first sitting 'of the ~.ommittce was held on the 27th January, 1981 
to dnw up their programme of work. The Committee decldcd to Invfto 
memoranda coatalnbtg coDlIoenls!s_estions on the pftWt.,on. of the Bm 
fro,!, the State Governments, Otit C..ornpanies, public bodies, o,.",.nindta. 
JudfYid1:lals, ctc. interested in' the subject mancr of the BftI by the 2 fit 
February, 1981. 

The Committee also decided to addrelll a ci~"r letter to tbc Chief 
Secretaries ".. al1 State GOYemments/Union Territory Administration. ht\'1tifts 
their Oovmlments· comments/suggestionS on the BiH by the Aid clate. 

1bc. Committee further decided to hear orat evidence on the pnwI .... 
of the Bin from intereSted parties. 

The COIRmittcc also decided to issue a Prell CommunJque in tbJJ beha1f 
ftdog 21st February, 1981 as the last dace for receipt etf memoranda and 
requests for oral evidence. On the 27th January. 1981, the nt~tor Oene ... 
AU India Radio and the Director GeoeraI, DoordtJnluln. New DeIhl were 
also requested' to broadcut tho matter from aU Stations of Aft fndfa bdlO 
and telecast it from all Doordarman Kendras on three IUCCCIIlve days. 

S. At dIefr tecODd sitting held OIl the 9th April. 1981, the 0Jmadttee 
felt that u they had received several requests from variout plU'tfes 1m- fie' 
JRII'POIIe of hIarin.s their views at their respective places, they decided fo tdd 
ttielr formal iittIap at some selected places in the country. 

6. The Committee held their sittings at Madras (28th, 29111 and 30tII 
May, J981). Banplorc (1st and 2nd June 1911) and ~ (<<11 ud 
Sth June, 1981) and heard oral evidence on the pnwfsiODs d. the BiU from 
the representatives of various Chit CoMpanla, AlIOdations. Fecferatloat. 
iDdividuls, etc. The Committee allO heard the I'C!pI'CICIIladwt of the Staf.ei 
Governments of TamU Nadu. Kamataka, Ken1a and the Union Territory 
Administration of Pondicherry at t~c lIttlin",. 

At the Iitdaa held on the Sth June, J 98 J. the Committee Mt tbat _'nee 
liUfticient namber of subscribers were not fortheomm, for teedethI. ora' ...... 
dmce. they deddocI to extend the time for reeeWiria 1HeIIJC1O ..... -' 
requests for oral nicteDc:e upto !Oth June, 1981. The Coadalttco tho 
decided to hold their .... aerieI of .ittiaJl a. IIOtnO other places in the coua.try -----_ .. __ ._--_ .. _-_ .... _-_._-------_._--

1Publllllliid In a.. au.u. .,~. ExtraonUaaJ7, Put U. IeeIIoD I • 
.... tile IOUI Notwnber, ~. 
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for the purpose of hearing further oral evidence in the first week of lulv, 
1981. if' 

i 
7. 529 memorandalrepresentatfons/telegrams, etc. containing commeDbl 

SUggestiODS on the pro~8ions of .the Bill were received by the Committee from 
various Chit Co~I~, AII'IIOCJations, Federations, State Governments C0-
operative Banb, fndlYufuaJs, etc. ' 

8. The Committee at their sittings held at Ahmedabad (2nd and 3rd luly 
1981), Bombay (4th and 5th luly, 1981), Hyderabad (7th and 8tb lu1y 1981)' 
Calcutta (9th and 10th July, 1981) and at New Delhi (31st luly and 1st 'August: 
1981) heard further oral evidence on the Bill from the rePl'*ntatives' ~ 
Varlou~ ChJt Companies, Associations, Federations, individuals, etc. 11Jo 
Committee also beard the representatives of the State Governments of Gujarat. 
Maharashtra, Andhra Pradesh and West Bengal at these sittings. 

In all 101 witnesses appeared before the Committee for giving oral evi-
dt=nce. ' I ".""\'" ~ 

9. At their sittings held on the 11th and 13th Au~st, 1981, the Com-
mittee held general discussion on the provisions of the Bill with reference to 
the points raised In the various memoranda received and the oral evidence 
tendered before them. 

10. The Report of the Committee was to be presented to Lok Sabba by 
.the 21st August, 1981. The Committee were man ted an extension of timo 
on the 18th August. 198'1 upto the last day of the fitst week of the Winter 
Session, 1981 I.e. 27th November, 1981. ' - .• ~-.., ~ 

11. The Committee considered the Rill,· clause-by-claUl!le, at· their sitdngs 
held on the 4th and Sth November, 198J. 

12. The Committee considered and adopted the Report at their sitting 
held on the IRth November, 1981. 

13. The observations of the Committee with rerard to the principal changes 
proposed in, the. Bill are detailed in the succeeding paragraphs. 

14. a..e 4--The Committee note that llnder the proviso to sub-<:1auso 
(1) dI. this clause, the foreman. after obtainlnl! the previous sanction of the 
State Government for conductinll a chit, is requirt'd to ~t it I'Cllistered within 
!lix months from the date of such 'Sanction. failing which the !lanction sO 
obtained shall lapse. The Committee 'Rl~o note that after obt8inin~ the sanc-
tion. the foreman has to enlist the required number of subscribers undeT clause 
Sand reldsteT the chit within this period. The Committee feel that even 
thou~h the State Government have been authorised to e"'Ctend this period of! 
six months by another six months on an application heinl! made to it by tho 
foreman in this behalf. there Is a possibilitv that ·the initial period of lib months 
for registcrino: the chit would prove inadequate in certain C3!1e!'1. The Com-
mittee are. therefore, of the opinion that in order 10 enllure that no hardship 
Is caused to anvforeman. the initial period of six montm provided for re-
~ilterin. the chit from the date of sanction for conducting a. chit might}!. 
Increased to ,twelvemonths. ,. 

The proviso to sub-clauSe (1) of this clause has been amended accordingly. 

l!t a..e ~) The Committee note that under clau!le 6 (l)(c) of the 
Bill. the chit agreement will provide for the indication of th~ number of the 
In5talments and the amount pavable for each ticket ftt every tnstl1rnmt. The 
C'..ommittff feel that the chit 82reement ~hould also 1\rovlde forthc ~ 
of lntereftt or penalty. if any. for any default in the payment of in~tl\lments. 



, SulH:iauae (I) (c) or this clause bas accordingly been ameoded. 

(Ii) The COmmittee note that as per the provisions contained in IU1M::lause 
(I) (d) ci this clause. the chit agreement should contain the date of comillellCO" 
meal of the chit. The Committee feel that in view of the provisions cootaiaecl 
in clause 9' providing for, the gaIlt of tlJe commcacemenl certificate by lbQ 
Rcptrar only after the filii or the chit aareemeot by the f~ it woiaJ.cl' 
DOt be possible for the latter 10 indicate in the chit agreement the precise date 
of commencement of the chit. 

Sub-clausc (l)(d) of this clause bas. therefore, been amended to specify 
the probable date of commencement in the chit aareement. 

(iii) The other amendment made in this clause is of a cla.rifi.catory nature. 

16. a..e 7-The Committee are of the opinion that with a view to 
CIlSU1in& that the foreman does not take unduly 10Il8 time to start the chit 
IIDd doea DOt misappropriale the subscribell' money, it abould be made obUp-
tory upOll him to file the declaration with tbe Registrar under clauac 9 foq 
the arant of a certificate of commencement of tho chit within a period of throe 
mooths from the date of registration of the chit apeemenl or within a further 
period of three months to be extended by the Stale Government. 

Sub-dause (3) of tbis Clause has been amended accordinJly. 

17. a... 8.-The Committee note that under the propoacd proviliona 
of lub-clauae (3) of this clause, every company carrying OIl a chit busiD_ 
would be required to maintain 'Il reserve fund by tho transfer of tweDty ~ 
cent. of its Del proftts. The Committee feel that altbou&b the c:rcadoo 01 a 
rceerve fUDd would pve stability to the financial position of the company, but 
II the proftlabiIity of the chit fund compaoies it Dot \IC1')' hiP, trUaIfer d 
twenty per eeat. Of the net protlta to tbe reserve fund would DOt be delirable. 
'Ibc Committee feel that the percentase of the Det profits to be tnDIferred 
to the reserve fund miJbt be reduced from twenty to ten per ceDt. 

The other ameDdmeDt made in this IU,b-claUIC is of a darilicatory nature. 

Sub-claUlO (3) of this clauIe bas been amended accorclinaly. 

18. a..e It.-The Committee Dote that under the proposed proviaionl 
of tbia clauIe, it will be mandatory for the pellODl carryiq OIl chit buIOleII 
to use, as part 01. their name, any of tho words "chit", "cbit fuDd", "cbiUJ" or 
"kuri" wbile otben will be prohibited from doin8 10. Hence, tho penoDI 
carryiq 011 chit buaioeal without ulin, ady df these words wftl have to adopt 
ODe of the aforaaid warda and the penoDI not c:arryina on chit buaiDea but 
1IIiDa any of theIIc words wiD have to discard them. The Committee are at 
.. view that in order to avoid any hardship bein. C8UICd to IUCb penoDf 
CUIJiDI OIl buliDeal OIl the COIlllDCDCeIDCDt of the proposed leJiliatiOn ill 
~ with tbia roquiremcDt jmmecliately on luch COD1IDIIICOIIICt, a mlni-
mnm pedod 01 oae year is ncceasary to allow them to comply with luch 
requirement. 

A Dew sub-cla1lle (2) to this claute bu beea added accord;.,. 
19. a-e U.-1'be a.umttec Dote that under the proposed pnwts-

or.thia clause, a ceJJiDa on die ........ amount of chill to be conducted ... 
.,.. laid don .. faIIowa:-

0) IadWidul f«eauIn.4IIl ~ nll*I; 



· (n) Pl11JlCDhip ioreJpBD consistiDg of four iDdividu~orty ~ 
rupees and for each additional partner-ten thoU'Sand rupees; and 

(ill) foreman company-an amount not exceeding ten times the net 8II8Cf,s 
of the company. " . 

l'J:Ie Committee feel that although it is essential to lay down the oeftq on the 
agrepte amouat of chilli which may be conducted by a foreman so tbat tlaQ 
fotemao. doe. not indulge in unfair practices to the detriment of the chit sub-
ICI'ibers, it is at the same time desirable to enSl,lre that the foreman has sufticient 
s~ in ~he chit business conducted by him. 

The Committee &.re, therofore, of the opinion that in view of the safeguards 
provided UDder the various provisions of the proposed legisl:ation to prQtect tho 
interests of the subscribers and to ensure a fair return to the foreman, tht=! 
ceitina on th8 '8I81q1lte llDlount of chits might be med-

(i) in the case of individual foreman to twenty-five ~usand r~pees; and 

(ii) in the oase of partnership firms consisting of four individuals to ooe 
lath rupees and for each additional partner to twenty-five thous8Dd 
rupees. 

The Committee also feel that in the case of a foreman which is a company, 
CalculBtion of the agregate amount of chits to be conducted by it 011 tlJe bisiI 
of ''.Det.QJCts'' as pel" Explanation given in sub-lclause (3) of. this clauao would be 
diIioctIlt. The Comm.iIItee were i~ that 'the concept of· "net asSets,· if 
c:haqa~ to "net owne4 fwa.ds" it ~ould be in tuuc with the JiCllOtVO ~ of 
~ia's d.inctions to financial ~panies which would mean the agreptc of the 
pIid-up capital and Uee reserves reduced by the amount of w:aJm~ balance 
of lou. deferred J'cvenue e~pendi4&re ~ ~r intangible ,assets, It ~J, as per 
tbe bdeat audited ,balance sheet of the com~y. The Committ~ also ~eel 
that the "iliDa appijcable J,o companies should be ~e ~wIicable to c0-
operative Societies alIo. 

AocoIdiDalY. sub-clausea (1). (2) u.d (3) oflb,is clause J:lave been am~ed 
and tho existing Explanation to sub-dause (3) bas been substituted bY a'!Iew 
Explanation. 

20. a... 14.-.(i) The amewiDleDt made in sub-clausc (Ii) Qf ~ d,use 
is of a clarificato., nature; 

(ii) The Commit~ are of the yiew that a period of tbrcc )lUll 
provided for realising moneys collected in respect rJf chit basi .. 
and utilised for purposes other than those speCified in aub-ciaUlO 
(1) of this clause is quite sufficient '8Ild further extension of tbis 
podod upto two years w~d cause considerable hardship to &he 
subscribers. TJ;ae authority' of tbe State Government to extead. 
the said period of three years should be limited to one year only. 

The proviso to suklause (2) of this clause has been amended 1lCCOI"C1iD8IY. 

21. Clause 15 ... The Committccare of the ~nu. that permit~ ~ subscribers 
UDilateraUy without the consent of the foreman to alter the chit ~t 'by a 
~ifAl resolution could be unfair to the foreman an~ could be used ~ d&;feat 
the interest of the minority of members. The ColDJDltteo are of die VlCW ~ 
since the foreman and all the members are parties to the aarcement, the c~t 



(IX) 

aareemeot IhouId DOt be altered without the consent of all tho abOvo-eUcl 
peinoaI. TbiI c1auae bas. therefore, been substituted by a new clause 10 pr0-
vide that a cbit qreemeIlt shall not be altered. added to or caacellecl except 
with the c:omrent in writing of the foreman and all the subscribers to tho chit. 

The EzplatrtllJon below this clause which defines "special rcso1utiOD" tor 
die parpoeea of the dause and clause 38 has accordinaly been shifted to a... 
38. 

22. CIa.M 16.-The Committee are of the view that in order to eDIUI'I dIaC 
there is DO milChiof in conducting the chits. it should also be mado obUptolJ 
oa tho put 11 the foreman to issue notices in this behalf to all the 5ub8criben 
BDd die draw abould be held in the presence of at least two sublcriben. 

Tho c1a1IIO bas been amended ~ngly. 
23. CItIu.te 18.-The Committee note that under the propoeed proviIicq Gl 

this clause, tho foreman is required to file a true copy of tb~ minu .. cf. the 
proceedinp 01 fJffJlY draw with the Reptrar' within fourteen days from the dale 
of the rtepediWl aw. 

The OnmiUee feel that since the foreman will be conductinl several c:bIII 
in a month. it wauld be difficult for him to comply with the Baid rcquiremeat. 
The Committee ve of tho opinion that in order to obviate any hardship beiDa 
caused to the foreman, at least twenty-one day's time should be given to 
him for tho purpoIC. 

1bo daaIo hal been amended accordingly. 
lA. C.. 19.-(i) The Committee are of the view tJat in c_ wbele • 

.., place' of baaiaeII is opeaed by a foreman in a State other than the StatID ID 
wbicb bia reaiItCnd oftlce, place or principal place of his buIiDeas is lituated. 
tile ReJiatrar of that State mould also have the powers o( the ReJittrar 
or die State ell registration in respect of the business carried on at dill 
Dew place 11 buainels. This will enable the subscriben in tbe State wbete 
tho DeW place of busiDels is opened to approach the Registrar of that Sta~ 
iIIItead 11 tho Reeiatrar of the State of registration for making any complamCs 
with reprd to the coaduct of chit business at the new place of busine ... 

A new aab-claule (3) baa acc:ordinaJy been included in tbia cIauae. 
(U) 1'be other amea.cIment made in this claWIC is of a dNftioa DIt1n. 

25.- C"-- 20.-1be Committee DOte that under the provWoaa pRJpOIed ill 
"ub-cla1llO (1,) of tbis claulc, the fOIeDl8D is required to pvc IOCUrky for .... 
proper COIldact of tho chit oo1y before filing 8 declaration for the pnt of a 
certi8cate of COII1IDeIlCeIDCt of the chit. The Committee also DOte thlt before 
fIlIina a declaration. the foreman bas to complete other formalities like obtaia-
ina previoIII I8IICtion of the State Government, inviting the public to lubIcribIi 
for ticbt8 ill tho cblt IDCl pttiDg the repltration of the chit ~ 

Tbe o...mittee feel that in order to CDJurc that tbe Iore.me doeJ DOt udUaD 
the sabaIptiaas 10 collected fot the purpose of depositing the security ad alia 
to enIAn ~ that the ftDaoc:ial position of the foreman is sound to coadac:r 
tbe chit, be IboaId be required to furnish security before he appliel for prevp. 
s:aacdoD ~ the Stu.o Ooverament under clause 4 of the Bm. 

SabdauIe (1) of tbii dauIe has been amended ~diDaty. 
26. C .. ll.-(i) The Cbnmiuee are of the view that whore • beIlIU 

bII IUIIDiIJed to IDDI'e than ODO ticket, be should DOt be aDowed to Pt --
IhaD ODe • amount in a chit without discount. 



(x) 

, The ~ to sub-clause (1) (Q) of this clause has been amcudcd KCOrdiIJ&lY. 
' • .)...... .... .• _J., . , • • 

(ii) The Committee feel that the forema~ should alSo· be ~~tided to rai~ • 
.u IUDOUDtI, ~.,~ interest and penalty, if apy, payablo;ooiost.Jrn;mta. paid 
aft,er.rtbo.due i~:" IDly. be payable to him undertbe provisiou 01. the cbit 
~t. 

A new part (c) to su})..clause (l) of this clause hali been added accordinaIy. 

'" ?-7. Clawe 2~.--:(i) The Committee DOte that as UDder theproviliOQl of 
the proposed legIslation, the foreman is entitled to obtain tbe. chit. amount at 
~ QQt ~mcnt without deduction o'l the discount,.the first auction d the 
chit will pctt.aio.to t~ second instalment. Hence the priz~ amount will nor-
mally .become due for payment only before the date of the' next succeeding 
draw and if the foreman is required to deposit the undisburs;d prize money 
beionHhencxt draw. he will have to make the deposit even heforc.;the prizo 
lDODOy becomes due for payment. The Committ~e feel that i:1 order 10 avoid 
..., . .hardabip being caused to the forem:m. he should be f_;luired to make 
the deposit of the prize money in respect of any draw only if it remainsuopilid 
bofot~ the date of the next succeeding instalment in a separate account in an 
woved bank. 

Sub-clause (2) of this c\'ause h,L'> been amended accordingly, 

(ii) The Committee were informed that there may be a contingency when. 
tho ~ subscriber either refuses to take the amount or is unable to provido 
adequate security. In such cases, the f()reman will. under theprovisiona ot 
tile prepoaod lagislation, deposit the prize amount in an approved bank.. 'There 
may,_~.,ouea.that>evCD after such deposit the prize money is.·~not draWll I'Y 
.Cboprized .Illbacl:iber. The Committee feel that in order to avoid any hard-
dalp.to .tho foreman.. by such contingencies, there should be a provision aUowinl 
... foreman to .' hold another draw in respect of the i.n. .. tab;nent it the prize 
-.ount is not draWll by the prized subscriber for a period of two months from 
the· date of the draw. 

A new proviso to sub-clause (2) of this clause has been added accordingly. 

(iii) 1be' amOlldment made in sub-clause (6) of this clau.~ is of a const>-
qUeDti~ and ~larificatory nature, 

. 28. CltIUoYe 23.-The Committee were informed that wheDewr any iDe-
-pection '.made of the recor4a. of tbe foreman by lhe Registrar a, plea is taken 
tbat 1he records, boob of accoUnts, etc., ate, kept in the registered office. place 
or .priDc1pa1 place of-business of the foreman and if such, office is situated in 
anotber State, the Registrar will not have any access to these records. The 
R.eailtrar . in such cases will not be able' to exercise proper control ~d super-
vision oyer the· ;business carried on by the .foreman, The Committee are, 
tMt4cJore, of the view that the records, etc, of 'a foreman should not only be 
kept: ill ,the repstered office, place or principal place ~ a. foreman. ~~t. also 
~!Abeptaccs oCboSinCSS of, a foreman ~n respect of bUSiness cond~ted In such 
p1Icc5,)t.aucb places are situated outs1de the State wheredhe r.epltcced otJU:e, 
plaCe or principal place is situated, :,' 

The clause bas been amende<,t accordingly, 

'29. Claus,' 26.-Thc amendment made in this clause is of a couequoatial 

,.am. 



(xi) 

30. CIGUU 2'1.-lbe amendmeDt made in this clause of a ~tory 
.aature. 

31. CIQIl&e 3S.-In view of the substitution of clause 15 of tho BDl ." a 
new clause, the 'amendmeDts made in this clalls~ are of a consequential nature. 

'32. Clause 39.-10 view of the amendments made in cIauIo 15 of the BiD. 
the MDendment made in this clause is of a consequential·;......"" 

• .'.: l"i 

33. Cl4use 4O.-Tbe Committee are of·the view that temdDltioIa of a ~ 
cular chit, as CODtemplated in part (b) of this clause, should bewitb tho CODICDt 
of all the Doo-prized, unpaid prized subscribers and the foreman who is also 
a petty 10 the chit. 

Part C:b) cif. this clause hus been amended accordingly. 

34. Clause 42.-The ameDdments made in this clause arc of a clarificatory 
nature. 

35. Clau.se S4.-Tbe amendment made in this clause is of a cJa.dtIcatory 
Dature. 

36. Clause 60.-The amendment made iD this dauae it of • -darilcatory 
nature . 

. 37. ClilUle 66.-The Committee are of the view that allowiDa the diIputII 
to be taken to the civil courts will cause cODsid~"able dehl)' ill the settlement 
of disputes because of the long procedure in the courts and this would parti-
cularly go apiDst the interests of subscribers. 

Sub-chtuse (3) of this clause has. therefore, b~.en omitted. 

38. Clau.\e 74.-Tbe amendment made iD this clause is of a COIIIIqUlIltial 
nature. 

39. New C1au.re 77 .-The Committoc have coDSidcred the peul_ provid-
ed in clauac 76 for tho offeoces committed UDder the various provWooa of thQ 
BOL Tbe Committee feel that a pro¥iIioa for the commission of. IOCOIld aad 
IUbaequeut offeaceI should .be included and the penalty of imprisonment and 
fiDe should be provided fpr. 

New clause 77 has, therefore. heen ~idd':d accordingly. 

40. C[ame I.-The amendment madc in this clause is or a formal naturr. 

41. Eoocring Formll/o.-The amendment made in the Enacting formula II 
of a formal nature. 

42. The Sele~t Committ,:.:: r.:::om:n.l!~l:l Ill:'!! the Bill. ';'is ,1mended, bel 
passCCS. 

NEW DELHI; 

Novem~, 24. 1981 
AgrahaytnUJ 3, 1903 (Sa/ca). 

, 

Bra. ANBAllASU, 
CIultJrlMn, 

S~lftt Com"""u. 



MINUTE OF DISSENT 

I am of the view that the proposed leplation is not going to cbcck, conttcI 
or l'eaulale the misuse of the chit business. Cases of cheating, cmbezzlemeot 
and mill.pplC3priatiOil will be more and frequent after the commencement of 
the propoaed law, J..egaliled chits would be safer way to convert the blIck 
lDODey into white. 

I am totally apinst the chit activities and as such against the proposed 
lepatioa. 

KRISHNA KUMAR GOYAL 

L . 

November 2S, 1981 
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UI No. 186 A of 1_. 

THE CHIT FUNDS BILL, '980 
(As REl'OaTED BY THE SI;LECT COMMITrlll) 

[Words side-Zined OT underlined indicate the amendment, I'llfPlted 
by the Committee; uteriskB indic.wJte omiBrionI.) 

A 

BILL 
to provide forr the regulation of chit funds and for matterr connected 

therewith. 

BE it enacted by Parliament in the Thirty-second Year of tbe Republic 
of India as follows:-

CHAPTER I 
Pal:LD.nNARY 

1. (1) This Act may be called the Chit Funds Act, 1881. &bolt 
utJe,es-

(2) It extends to tbe wbole 01 India except the State at J~u Mel _t ID4 
Kashmir. com-

(3) It shall come into force on such date .. the Oatral GovemmeDt 
DlIy, by notlficatlon in the Oftld.l Gazette, appoint, and durerent dew 

:0 may be appointed for difterent States. 

2 In this Act, unless the context otherwise requfrel,-

(a) "approved bank" means the StateS_ of IncIia cout:I-
tuted under seetion 3 of the State Bank of Iadia Act, 19:55, or a 
subsidiary bank coD.ltituted Wlder section 3 of the State Bank of 
India (Subsidiary Bana) Act. 1959, or a correspondJDI new bank 
constituted under section 3 of the Bankin, Compames (Aequilftloa 
aDd Transfer of Undertakings) Act, 19'10. or a Reflcmal Rural .... 

male.-
meDt. 



established under section 3 of the Regional Rural Banks Act, 1976, 21 of 1911. 
or a corresponding new bank constituted under section 3 of the Bank-
ing Companies (Acquisition and Transfer of Undertakings) Act, 1980, .ro of 1980. 
or a banking company as defined under clause (c) of sec-
tion 5 of the Banking Regulation Act, 1949, or a banking institution 5 10 of 1.-. 
notified by the Central Government under section 51 of that Act or 
8uch other banking institution as the state Government may, in 
consultation with the Reserve Bank, approve for the purposes of 
tais Act; 

(b) "chit" means a transaction whether called chit, chit fund, 10 
ehitty, kuri or by any other name by or under which a person 
enters into an agreement with a specified number of persons that 
every one of them shall subscribe a certain sum of money (or a 
certain quantity of grain instead) by way of periodical instalments 
over a definite period and that each such subscriber shall, in his 15 
tum, 8S determined by lot Qr by auction or by tender or in such 
other manner as may be specified in tire chit agreement, be entltled 
to the prize amount. 

E3:J)lanation.-A transaction is not a chit within the meaning 
of this claUse, if in such transaction,- gO 

(i) some alone, but not all, of the subscribers get the 
prize amount without any liability' to pay future subscriptions; 
or· . 

(ii) all the subscribers get the chit amount by turns with 
a liability to pay future subscriptions; !l5 
(e) "chit agreement" means the document containing tho arti-

eles of agreement between the foreman and the subscribel'S relating 
to the chit; 

(c:l) '~hit amount" means the sum-total of the subSA:rj,ptioDl 
payable by all the subscribers for any instalment of a chit without 30 
any deduction of diseount or otherwise; 

(e) "chit business" means the business of conducting 
(f) "defaulting subscriber" means a subscriber who 

faulted in the payment of subscriptions due in accordance 
terms of the chit agreement; 

a chit; 
has de-
with the 

(11) "discount" means the sum of money or the quantity of 
grain which a prized subscriber is, under the terms of the chit 
agreement, required to forego and which is set apart under the saicl 
agreement to meet the expenses of running the chit or for distribu-

35 

tion among the subscribers or for bOth; 40 
(h) "dividend" means the share of the subscriber in the amount 

of discount available under the chit' agreement for rateable distri-
bution among the subscribers at each instalment of the chit: 

(i.) "draw" means the manner specified in the chit agreement 
for the purpose of ascertaining the prized subscriber at any in- 4-5 
stalment of the chit; . 

(j) "foreman" meaJ:lS the person who under the chit agree-
ment is responsible for the conduct of the chit and includes any 
person discharging the functions of the foreman under section 39; 

(k) "noD-pri~d subscriber" does not include a defaulting sub- 50 
ICl'iber; 



I 

(I) ''prescribed'' meaDS prescribed by rules made under thII 
Act; • 

5 

(m) '-Prize amount" means the c:Wference between the ehit 
amount and the discount, and in the case of a fraction of a ticket 
means the difference between the chit amount and the discount pr0-
portionate to the fraction of the ticket, and when the prize alllOUDt 
ii payable otherwise than in cash, the value of the prize amount Ihall 
be the value at the time when it becomes payable; 

10 

(n) "prized subscriber" means a subscriber who has either re-
ceived or is entitled to receive the prize amount; 

Z .'193f. 15 

110' 

(0) "Registrar" means the Registrar of Ch.ts appointed 'mder 
section 61, and includes an Additional, a Joint, Deputy or an Assis-
tant Registrar appointed under that section: 

(p) "Reserve Bank" means the Reserve Bank of India CODlU-
tuted under the Reserve Bank of India Ad, 193': 

(q) "State Government", in relation to a Union territory, meaftl 
the administrator of that Union territory appointed by the Prelident 
under article 239 of the Constitution; 

(r) "8ubacri~r" includes a person who holda a fraction of a 
ticket and also a transferee of a ticket or fraction thereof by .... p 
ment in writing or by operation of law; 

(.> "ticket" means the share of a subscriber in a chil 
3. Save as otherwise expressly provided in this Act,-

(a) the provisions of this Act shall have effect notwlthatandln, 
anything to the contrary contained in any other law for the time 
being In force or in the memorandum or articles of aasoclat1on or 
bye-liws or in any agreement or resolution whether the same be 
registered, executed or passed, as the case may be, before or after 
the commencement of this Act; and 

(b) any provision contained' in the memorandum, articlu, bye-
laws, agreement or resolution aforesaid, shall, to the extent to whleb 
it is repugnant to the provisions of this Act, become or be void, .. 
the case may be. I~' I 

CHAPTER n . 
35 Rr.cnsTRATIOfol OJ' CHITS, COl\Oo:NCII:MENT AND convCT or CRlT BV8DfU8 

t. (1) No chit shall be commenced or conducted without obtalnJng the 
previous sanction of the State Government within whose jurildiction the 
chit is to be commenced or conducted or of such officer al may be em-

. powered by that Government in this behalf, and unleu the chit is regit-
40 tared in that State in accordance with the proviliofts of this Act: 

Act to 
override 
other 
la.., IIItIIDO-
raodum. 
arMcl-. 
etc. 

ProhJbl-
tion of 
chit. not 
aanctJon-
ed or ,.. 
siItered 
under the Provided that a sanction obtained under this sub-section shall laple " 

the chit is not registered within twelve months from the date ot such Act. 

sanction or within such further period or periods not exceeding six monthl 
in the aggregate as the State Government may, on application made to It 

45 in this behalf, allow. 

(2) An application for the purpose of obtaining a sanctJon under sub-
ieCtiOD (1) shall be made by the foreman In such form and in ... 
mn" .. u ma, be prac:r1be4 " 



(3) !be previous sanction referred to in sub-section (1) may be re-
fused, if the foreman,- • 

Prohl1aidaD 
of invita-
tion fQl' 
.~~ 
tiOJ.\l 
~ 
unclei' 
certain 
conditioDl. 

I'ormof 
chlt 
qreemant. 

(4) had been oonvicted of any offence under this Act or under 
any other Aet regulating chit business; or 

(b) h~d defaulted in the payment of fees or the filing of any 5 
statement or record required to be paid or filed under this Act or had 
violated any of the provisions of this Act or the rules made there-
under; or 

(c) had been convicted cif. any offence involving moral turpitude 
and sentenced to imprisonment for any such offence unless a period 1(1 

of five yean has elapsed since his release: 

Provided that before refuslng aJlY such sanction, the foreman shall be 
given a reasonable opportunity of bef.ng heard. 

(4) The order of the State Government, and, subject to the provisions 
of .u~t1on (5), the order of the officer empowered under sub-section 15 
(1). issuing or refusing previous sanction under this section shall be final. 

(5) Any person aggrieved by the refusal to issue previous sanction 
by an efleer empowered under sub-section (1) may appeal to the Stelte 
Sovemment witbin thirty day. of the date of communication to him of 
such refusal and the decision of that Govemment on such appeal shall be !l0 

ftnal. 

S. No person shall issue or cause to be issued any notice, circular, pros-
pectua, proposal or other document inviting the public to subscribe for 
ttoke. in any chit unless such notice, circular, prospectus, proposal or 
doaalDlllt aontains a statement tbat the previous sanction required under !l5 

MCtlOD 4 bu been obtained and the particulars of such sanction. 

•. (1) Every chit agreement shall be in duplicate and shall be signed 
Py eaclj. of the subscribers or by any person authorised by him in writing 
Ud the fC)l'emBB and atWsted by at least two witnesses ma it shall 
contain the following particulars, namely:-

(0) full name and residential address of every subscriber; 
. . 

(') the number of tickets lncludlng the fraction of a ticket held 
by each sublcriber; 

(e) the number of instalments, the amount payable for each I 
ticket at every instalment and the interest or penalty, if any, payable 35 
OD afty default ill the payment df such instalments; 

(d) the probable date of COrnIDe'llcement and the duration of the 
ddt; 

(e) the manDer of ucertalning the prized subscriber at each 
iDatabQeat; 40 

(1) tlle maximum amount of discount which the prized subscri-
ber. has to forego at any instalment; 

(9) the mode and proportion in which the discount is dJstr1bu-
table by way of div1dend, foreman's commission or remuneration 011' 
expeDII!8 for running the chit, as the case may be; 45 



~ 

'" the ctate, time &ad pI_ at which the chit Ie to be -WIt; 
(i) the iDltalment at which the foreman isoto let the chit lIDout; 
(I) tile ume of tile approved bank in wJaioh chit IUDqI .... be 

deposited by the foNmlD uder die proviliou of thM Act; 

(Je) where the Ieremaft is aD indlvidual, the "'Dner III which a 
chit shan be eontiDued when such individual dies or ___ eI. UD-
.,.. mind or is oth ... e iacapaeitltecl; 

(1) the coilleqUeBCes to which a non-prized or prtzed IUbieriber 
01' .. torem_ .hall be Usb" in C8Ie of vlolatloa of .Y of 0-

10 fNWdGDI of the cldt .~tj 

15 

10 

,t 

(m) the conditions under which. aubecriber thaD be treated .. 
a defaulting subscriber; 

(ta) the nature Dd particulars of the IeCW'fty to be offered by 
the foremm; 

(0) the elates 0tJ. which and time durinl which the tor8IDanlhal1, 
.abject to tU provisions contained In HCUon 44, allow tnJpectl_ of 
cb1t recorda to non-prized ad unpaid prized subacr!ben; • • 

tp) tile .... of the .... te ... 01 ..... ublcrtbw, that ia to 181, 
t.be DIJ.1).8I of the peracma to wbom the beneftts accrum, to the ... 
crlber under the chit ma, be paN ill the cue of tile _th 01 tile 
8UbIeritler 01' wMIl be ia otberwiIe mc.pable of aaaJdDg aD .,..... 
IlUlDt; 

(q) lillY other particulars that may, from ti·me to time, be ~ 
'c:ribed. . 

115 .bpIlDnaC:ioll.--I'or the purpa.. of thie aub-leeflioD, it lhall be sutll· 
d.ent if the signature of each subscriber il obtainecl m .eparate capl .. of 
tlw·~· 

(I) 'l'be duratiaD of a chit aball BOt extend beyoacl a period of Ave 
,.. fND the da. of ,ts ai • .,.,oemeet: 

30 Provided that the State GoverDment may permit the duration of a cldt 
up to a perfod of .. ,... if it ·Ii eaUJIW that it is 1*_..". 10 110 do, 
bavtq regard to.-

(a) the fin8 ncill c:ooc:Utiaa at the ~. 
(b) Id8 ...... opINMIa; 

IS (e) the iD'twelta 01 pro.peetlve IUbacriben; 
(d) tJIrt ~ta .. to 1eCNl'it¥; Md 

(e) weh other r.tora • the ~ of the eae ma, re-.... 
ilt 'l'he amount of discaunt referred to in clauae (1) of ,ub.section (1) 

010 Ihall not exc!eed thirty per cent. of the chit amount. 

(4) Where the prized aublcrlber at any inItaImeDt of the cJUt it ,. 
qaIred te be deteIJBluel·1tr ..... aDd .... tIIE_ ,... ... the 
i •• ,bp1lm dbcoullt, ............... IJbeI'.un he clew.tDed br W-

I. (1) BvreI7 dait ..,. n . _t Mall be fUed.. In duplicate by 1IJe tor.-
fS 1MB wJth the ReJiltrar. . • ._ 



Minimum 
eapital 
requlre-
menta 
lor the 
com-
mence-
ment, etc., 
01. a chit, 

and erea-
donola 
reserve 
fund, 
by a com· 
~. 

.",". ": .. 

(2) The Registrar shall retain one· copy of the chit agreement and 
return the duplicate to the foremAn with an endorsement that the chit 
agreement has been registered:·· 

Provided that the Registrar may refuse to register the chit agreement 
on anyone or more of the following grounds, namely~-

(4) that the security offered by the foreman under section 20 is 
insufticien t; 

(b) that the foreman had been convicted of any ·oftence under 
this Act or under any other Act regulatina chit business; 

5 

(c) that the foreman had de.laulted in the payment of fees or the 10 

filing of any statement or record required to be paid or filed under 
this Act or had violated any of the provisions of this Act or the 
rules made thereunder: 

Provided further that before retuliling to register a chit under the first 
proviso, the foreman shan be given a reasonable opportunity of being 15 
heard. 

(3) Every endorsement made under sub-section (2) shall be conclu-
sive evidence that the chit is duly registered under this Act and the 
registration of a chit shall lapse if the d6ration by the foreman under 
sub-section (1) of section 9 is not filed within three months from the date 20 

of such endorsement or within such further period or periods not exceed-
ing three months in the aggregate as the Registrar may, on application 
made to him in this behalf. allow. 

8. (1) Notwithstanding anything contained in the Companies Act, 
1956, but subject to the provisions of this Act, a company shall not com- 25 1 of 1956 
mence or carry on chit business unless it has a paid-Up capital of not less 
than rupees one lakh. . 

(2) Every company having a paMi-up capital of less than rupees one 
htkh and carrying on chit business on the commencement of this Act, 
shall, before the expiry of a period of three years frOl'll such commence- 30 
ment, increase its paid-up capital to not less than rupees one lakh: 

Provided that the State Government may, if it considers it necessary 
in the public interest or for avoidiong any hardship. extend the said period 
of three years in respect of any company by such further period or 
periods not exceeding two years in the aggregate: 35 

Provided further that no such company shall commence any new chit 
the duration of which would extend beyond the said period of three years 
or such extended period or periods under the first proviso unless it 10-
creases Us paid-up capital to not less than rupees one lakh. 

(3) Every company carrying on chit business shall create and main- 40 
tain a reserve fund and shall. out of the balance of profit of each year as 
disclosed in its profit and loss aCCO"olnt and before any dividend on its 
shares is declared, transfer to such reserve fund, a sum equal to not less 
than ten per cent. of such profit. -(4) No company shan appropriate any sum or SUDlI from the reserve 45 
fund except with the prior approval of the Registrar and, for the purpose 
of obtaining such approval, it shall make an application in the prescribed 
form to the Registrar explaining the circumstances relating to such appro-
prtation. 
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9. (I) Every foreman shall. after all the tickets specified in the chit ec... 
agreement are fully subscribed, ftle a declaration to that effect with the meneew 
Registrar. ment of 

chit. 
(2) As soon as may be after a declaration is filed under sub-seetion 

5 (l), the Registrar shall, after satisfying himself that all the requIre-
ments relating to sanction, registration of chit and other matters have 
been duly compUed with. grant a cerWlcate of co~encement to the 
fu~, ' 

($) No foreman shall eOmmence any auction or the draw of any chit 
io' or appropriate any chit amount unless a certificate of commencement 

referred to in sub-section (2) is obtained by him." 
10. (1) A foreman shall, as soon u may be after he has obtained the 

certificate of commencement under sub-section (2) of section 9, Qut hot 
later than the da~ of tbe first, draw of, the chit, furnish to evel'Y lub-

15 scriber, a copy e! tbe chit agreement certified to be a true copy. 
(2) A foreman 1IhaI1, withiD ftfteen days after tbe close, of the month 

in which the draw for the first instalment of the chit is held, file with the 
Reg.strar, a eertiftcate to the effect that the provisions of sub-section ('I) 
have been complied with. 

20 11. (1) No person shall carry on chit business unless he uses as 'part of 
his name any of the words "chit", "chit fund", "chitty" or "kuri" aDC1 
no person other than a person carrying on chit business shall use al part 
of his narne any such word. ' 

(2) Where at' the, commencement of this Act,-

(a) any person is carrying on chit business, without using as 
part of his name any of the' words lpecified in sub-section ;(1); or . 

(b) any person not carrying on chit bUsiness is using any 8ueh 
w~rd as part of his name, 

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

from his name: 

Provided that the State Government may. if it con~jders it necessary 
ill the public interest or for avoiding any hardship, extend tne said period 
of' one year by such further period or periods not exceeding one year tn 

'5 the &ggregate. . 

Copt .. 
of 
chit 
.lI'ee~ 

ment to 
be ,ivea 
to IUba-
cribera. 

U .. of the 
worda 
"chit" 
"Chi' • 
funcl", 
"cMUV" 
or ·,·~"ri". 

. ,II. (1) Except with the general or special permission of the State Pl'ohlbl-
Govep1ment, DO company carrying on chit business Iha11 conduct an, Mon ot 
other businel'. tl'una.e-

'(2) Where \It the eommencement, of this Act. any company is carrying 
40 on any busin .. In additiou to chit business. it shall wind up such otb~r 

business before the expiry of a period Of three yean from such commence-
ment: 

lin, 
buslne .. 
other 
than chit 
bUllneu 
by. (!Om-

, ' , pan),. 
Provided that the State Government may, ff It ~den ft necet111!7 

"in the public fnterest or fOr ."oldln, any hardship. extend the .ald period 
45101 three years by web furtller period or periods Dot exceedfng two .,..,., 

in the aggregate. " 
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13. (1) No foreman, other than a 8rm or otaer asaociatioD of indlYi-
d1llls or a company or cooperative society, shall commence or conduct chits, 
the aggregate chit amount of which at any time exceeds twenty-five tho~ 
rqpces. 
~ Where the foreman is a firm or other asloctation of individuals,.the .; 
agpoegate chit amount of the chits cOnducted by the firm or other ass0cia-
tion shall not at any time exceed,-

(a) where the number of partners of the firm or the .oiDdtri_ 
duals constituting the aaociation is not less than four, a IUl8 of 
rupees one lakh; 10 

(b) in any other ease, a sum. calculated on the basis of twenty-
five thousand rupees with respect to each such partner or individual. -(3) Where the foreman is a company or cooperative society. the nggregatc!l 

chit amount Of the chits conducted 'by it'Shall not at 'lDy time exceed ten times 
the net owned funds of the company or cooperative society, n the case may 15 
be. : -E~tiDn . .....;For the purposes of this IlUb-eection, "net owned fUDda" 
shall mean the aggregate of the paid-up capital and free reserves u 
disclosed in the lut audited balance sheet of the company or cooperative 
society. as reduced by the amount of accumulated balance of loss, deferr=;a ao 
reveaue expenditure 'and other intanga"ble assets, if any. as disdoscd ill tile 
said balance sheet. 

Utill.lIon 14. (1) No person carrying on chit business shall utilise the moneys 
., fundi. collected in respect of S'Uch business (other than commission or 

Altera-
tion of 
ehit 
all'"lDent. 

remuneration payable to such person or interest or penalty, if any, 1Z5 
received from a defaulting subsCrlbe't) , exeept fol" • 

(ca) carrying on chit business; or 
(b) living loana and advances to non-prized subscribers on the 

ucurity of lubscriptions paid by them; or 
(c) investing in tI'Ultee securitiel within the meaftiDI of tee-

tion 20 of the Indian Trusts Act, 1882; or 
(d) making deposits with .pproved banks mentioned m tile chft 

agreement. 

30 

(2) Where any person carrying on chit bu!llnelshas utilised the 
moneys collected in respect of such business before the c~ 35 
Of this Act, otherwise than for the purposes specified in sub-section (1). 
be mall secure that so much 01 such moneys as have not been realtlec:l 
bet.re such commencement are realised before the expiry of a period 
of three years from such commencement: 

Provided that the State GovemmeDt may, if it considers it !Met....., fO 
in the public interest or for avo'lding any hardabip, extend the said period 
of three years by such further period or periods not exceeding one year 
in the aggregate. 

II. A chit agreement !haU not be altered, atided to or C8QceUed excep~1 
with the CODSent in writing of the toreman and all the subscribers to 45 
the chit. , 

2 of 1882. 



• 
I&. (1) Every draw in a chit shall be held. on the date, at the time and 

place mentioned in the chit agreement an.l:l notice therefor in such 
form and in such manner as may be prescribed shan be issued by the 
foreman to all the subscribers. 

5 (2) Every "Such draw shall be conducted in accordance with the pro-
visions of the chit agreement and in the presence of not less than two 
subscribers. 

(3) The Registrar may, if he considers !t necessary, direct that the 
draw-shall be conducted in his presence or in the presence of any person 

10 deputed by him. . 

D .... time 
.ntI place 
oJ CIODduct-
in', chits 

17. (1) The minutes of the proceedings of every draw shall be prepar- M1nutII 
ed and entered in a book to be kept for that purpose immediately after the of proceed. 
elOBUre of the draw and shall be signed by the foreman, the prized IUb- mp. 
ICribera, if present, or their authorised agents. and at leut two other 

15 subac:ribers who are present, and where a direction has been made 
under sub-section (3) (\f recti on 16. abo hy the Regist"rar or the person 

20 

so 

deputed by blm under th3t aub-seetfon. 
CZ) The minutes referred to in sub-section (1) shaD state clearly.-

(a) the d8'te and hour when proceedings began and ended and the 
place where the draw was herd; 

(b) the Dumber of the instalment of the chit to which the pro-
eeedtngs !"f!late; 

(e) the names of the 8Ubscri~ present; 
(d) the person or persons who become entitled to \ the prize 

amount fn the in....talment: 
(e) the amount of discount;· 
(f) fulJ partiMllars regarding the disposal of the unpaid prize 

amount. If any. in respect of any previous instalment; and 
(g) any other partfculat'R that may be pte&C.·dbed. 

U. A true copy of the minutes of the proceedings of every draw certtft-
. ed as such by the foreman shall be flIed by the foreman with the Regis-
trAr within twenty-one nays from the dale of the draw to which It 
rt'lates. 

Copiel ot 
minutes 
to be I1e4 
with 
Bellatnr. 

19. (1) No person carry)ng on chit business Sh.ll1 open a new place of ReItrIet10n 
35 bUll ness without obtainin« the prior approval of the Reglstnr within ~n open1q 

whose territorial jurisdiclion..!!-.rcgistered office or, as the cue may be, place ~ 
the place or the prinCipal place of bulln.. is situated. bUItJI ... 

(2) Before grant.lng approval under SUb-netJOD (1), the Re,lltrll' 
Iball consult tbe Registrar of the State within whose territorial jurisdic-

40 tIon the Rew "lace of business is proposed to be opened and shall .110 
keep in view the financial condition and methods of operation of the fore-
man, 'the extent to which public Interest will be served by the opening of 
the Dew place of business and such other matters 81 may be Pl'8Ieribed. 

(3) Where a person carrying on chit business· opens a new place of 
4.5 business in a State other than the State (hereinafter referred to as the 

State of origin) in Which his registered oIBce or the place or the principal 
place of his business is situated. the Registrar of the State in which sueh 
new place of business Is opened may also exerdse and perform any of the 
POwers and functions which the Registrar of the State of origin may exer-

50 cise and perform tn respect of the chit busfnell carried on at such new 
place of business. 
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(4) For the purposes of this section, "place of business" shall inetude 

a~y briuu:h office" s~b-ofnce, or any place of business where the chit busi-
ne. may be cDnducted by such person. 

CHAPTER III 

RIGHTS AND DUTIES OF FOREMAN 5 

Sec:urlty ZOo (1) For the proper c\lnd\ll!t of th'! chit, every foreman .$hall, 
\0 be liVeD ·before applying for a previous sanetion Wlder section 4,-
by'tOre-
man. (a) deposit in.an approved bank • • • an amount equal to th~.chit 

IUabta or 
!oreman 

amount in the name of the Registrar; or 

(b)tnnafsr Government securities of the face value or market 10 
value (whichever is less) of not less than one and a halt times the 
c:hi.t amount in favour of the Registrar; or 

(c) transfer. in favour or !hc RC!lisL':ar such other .sQCllritiGS, 
being securit~es n whch n' trustee may nvest money under sectiDn 
20 of the Indian Trusts Act, 1882, of 6uch value, as JIlay be pres- 152 of lea. 
cribed by the State Government from time to time: . 

Provided that the value of the securities referred to in clause 
(C) Mall not, in any case, be less than one and a half times the 
value of the chit amount. 

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

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

Provided that the fa~e value or fn~rket value (whichever is les!i) Qt a5 
the substituted security shall ~ot be less than the value of the sec\Uitv 
given by the foreman under S'Ub-se~tion (1). 

(4) The security given by the foreman under sub-section (1), or any 
security substituted under sub-section (3), shall not be liable.tO be 
attached in execution of a decree or otherwise until the chit is terminated 30 
and the claims of all the subscribers are fully satisfied. 

(5) Where the chit is terminated and the Registrar has sati!$.Jied him-
le1f that the claims C1f alI the subscribers have been fully satisfied, be 
shall order the release of the security furnished by the fQreman 
under sub-sectiDn (1). or the security substituted under sub-.tion (I), 35 
as the case may be, and in doing so, he shall follow such proc~dure :as n:t8y 
be prescribed. 

(6) Notwithstanding anything to the contrary contained in. auy other 
Jaw -lor the time being in fDree, the security furnished under this sec:tin~ 
shall not be dealt with by the foreman during the currency of the chitto 40 
whJOh 14) relatas and any dealing by the foreman with respect thereto by 
.way of tr.-fer or other encumbrances shall be null and void. 

21. (1) The foreman shall be entitled,-

(4) in .the absence of ~y provision in the chit agreement to the 
contrary, to obtain the chit amount at tl\e ~t u.st&m..nt without i5 
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11 

cieduetion of th~ 'diseount specified ill the' chit asreemeat; tNbjeet to 
tIIe,cendttlon. that he skallsubaeribe to a tickettn the chit:· 

Provided that in a case where the foreman has subscribed to 
more than one ticket, he shan not be eligible to obtain more than 
one'chit 8JIl'IMmt in a chittt.h>ut ~count;! . 

(b)' to such amount not exceeding five "'per cent. of the chit 
amount as may be fixed in the chit agreement, by way of commission, 
remuneration or for'meeting the expenses of running the chit;. I' (e) to interest and penalty, if any, payable on any default in the 

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

15 

(d) to receive and realise all subscriptions from the subscribers 
,and ,to ,distribute the prize amounts to the prizad subK!riben; 

(e) to demand sufftde1tt security ftom my priZed: su~bt'ri '16r 
the :'fi'Uepayment of future' aublcriptloDS payable· ,by ,hi ... 

EZpfanaUon.-A security shall 'be deemed to be suftlclent for'the 
purposes of this clause if its value ~ceeds by one-Udrd, or'U'tt con· 
si ... of,lmmonble properties, the value' of which 'exceedl bV ,0n .. lhaJf, 
of:tbe amount due from the prlzedlublCl'lber; 

20 (f) to substitute subscribers in place ot defaulting slibserlberi; 
amf-

(g) to do all other acts that may be necessary for the due and - . proper conduct of the chit 
(2) Where any dispute arises with regard to the value of the pro. 

R5' perty offered as security under' clause (e) of sub-ieet1on (1), it'shail be 
referred to the Registrar for arbitration under section 64. 

21: (l) The foreman shall, on the prized subscriber furnishtftg Hafl-
ctent'aeettri'tt for the dutf payment of future subscription., be boUna to DuUes of 
pay 'Mm: the prize amount: torem,n. 

30 l PrOvided that the prized subscriber shall be entitled to tbe pay-
ment of the prize amount without any security whatsoev~i' if he agrees to 
the' dectbetlonttretefromoftbe amount of an future subserlptionl and In 
Itleh a cue, the f~an shall pay the prize amount to the "prized subs-
criber within seven days after the date of tbe draw or beforte the date of 

35 the next succeeding instalment, whichever is earlier: 
Pnm4ecl further that where the prize amount baa beft paid to the 

prIad' auhecriber under the first provilO, the amouat -deducted shall be 
d"NI*-ci by the 10,... ill liD approved, bank mentioaed ill the chit 
QreelDent and he shall not withdraw the amount 10 .deposi1Iad except for 

40 the JiIIIymnt of future, 8ub8criptions. 
(2) If, owing to the default of the prized subscriber. the pri,.e amount 

due in respect of any draw remains unpaid until the date ot the next 
succeeding instalment, the foreman shall deposit the prize amo'"u'iii 
';:&;ltb in a separat;~ount in an approved bank mentioned in the chit 

4S ~t and intimate in writing tbe fact of such deposit and the reasc:ma 
thei"efor to tbe prized subscriber and tbe R~li5trar: 



Boob, 
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Provided thai where any prized subscriber does DOl c:01lecI ~ 

prIze amount in respect of any instalment af a chit within a. period 0 

two months from the date af the draw, it shall be open to the fore 
Lo hold another dr~w in rct'pect of such instalment. 

(3) Every payment of the prize amJlnt or the amount of future sub- 5 
scriptions under sub-section (l), and the deposit of the prize amount 
under sub-aectton (2), shall be intimated to the subscribers at the next 
succeedina draw and the particulars of such payment or deposit shall be 
entered in the minutes of the proceedings of that draw. 

(4) The foreman shall not appropriate to himself ant amount in exc_ HI 

of what he is entitled to under clause (b,) or clause (c) of sub-section 
(1) of section 21: 

Provided that where the foreman is himself a prized subscriber, he 
shall be entiUed to appropriate to himself the prize amount subject to his 
complying with the provisiOns of sectiO'll 31: 15 

Provided further that the foreman may appropriate to himself the in-
terest accruing on the amount deposited uncier the second proviso to sub-
section (1). 

(5) The foreman shall not admit any person as a subscriber to a chit, 
if, by such admisston, the total number of tickets mentioned in the chit 20 

agreement is increased . 
. (6) The foreman shall distribute among the subscribers, in accordance 

with the chit agreement, the dividend either in cash, grain or by way of 
adiustment towards the subsc~iptions payable for the next instalment, 
if ~y. '. 

23. The foreman shall maintain in his registered office, or, as the 
case may be, in the place or the principal place of his business, or, 
where the foreman has any branch office, sub-office or any place of 
business for the conauct of chit business in a State other than the 
State in which his registered office or the principal place of his business is 30 
situated, in such branch office, sub-office or place of business in respect 
of the business conducted in that State-

(a) a register containing-
(i) the names and tull particulars of the subscribers in each 

chit together with the number of tickets held by each subscriber; 35 

(it) the dates on which the wbscribers signed the chit agree-
ment; and 

(iii) in the case of an assignment of a ttcket by a subscriber, 
the name and full address of the assignee w11h the date of assign-
ment and the date on which the asslgnme~t had been recognised 40 
by the foreman; 
(b) a book containing the minutes of the proceedings dl each 

draw; 
(e) a ledger containing-

(:i) the amounts paid by the subscribers in each chit and the 45 
dates of such payments; 

(ii) the amounts paid to the prized subscribers and the dates 
of such payments; and 



(tit) ill the case of any deposit in an approved bank mention-
eel in the chit agreement, the date and the amount of such 
depa.iti 
(d) a register in the prescribed form showing the amounts depoalt-

ed in approved banks as required under the proviBiollB of this Aet in 
respect of all chits conducted by tbe foreman at his' office; and 

(e) such other registers and books in such form as may be pres-
cribed by the State Government within whose jurisdiction the chit is 
conducted. . 

10 14. Without prejudice to the prOVisions of the Companies Act, Balance-
I of 1118. 1956, every foreman shall prepare and file with the Registrar sheet. 

within such time as may be prescribed, a I7alancc sheet as on the last datel 
of each calendar year, or, as the caSe may be, the financial year of the 
foreman, and a profit and loss account relating to the year of aC;COWlt, in 

15 the forms set out in Parts I and II of the Schedule, or as near thereto .s 
circumstances admit, in respect of the chit business and audited by. audi-
tors qualified to act as auditors under the Companies Act, 1956, or by a 
chit auditor appointed under section 61: 

Provided that where a balance sheet is audited by an auditor qualified 
lof 1.58. 10 to act as auditor under the Companies Act, 1956, a chit auditor appointed 

under section 61 shall have the right to audit the balance sheet at any timo 
if 10 authorised by the Registrar in this behalf. 

21. (1) Every foreman shall be liable to account to the subscribers for 
the amounts due to them. 

15 (2) Where there Me more than one foreman in a chit, each one of them 
jointly and severally and. if the foreman is a firm or other association of 
Incllvlduals, each one of the partners or individuals thereof jointly and 
leverally and, if the foreman is a company. the company as such, shall be 
liable to the subscribers in respect of the obligations arising out of the chit. 

30 !S. (1) No foreman, or where there are more than one foreman in a 
ch1t, DOne of them shall withdraw fmm the chit until its tennination un-
less such withdrawal is assented to in writing by all the non-prized and 
unpaid prized subscribers and a copy of such auent haa been flIed with 
the Registrar under section 41. 

35 (2) "The withdrawal from a chit of anyone of the foreman shan not 
affect the security given by him under section 20 or section 31. 

CHAPTER IV 
RlaHTS AND DUTIES or RON-PRIZED 8tJ1IICIDIRI 

21. Every non-prized subscriber shall pay his subscription due In 
40 respect of every inatalment on the dates and times and at the places 

mentioned in the chit agreement and shall, on such payment, be 
entitled to obtain a receipt from the foreman. 
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28. (1) A non-prized subscriber who defaults in paying his s1:lbscrip-
tion in accordance with the terms of the chit agreement shall be liable 
to have his name removed kom the list of subscribers and a written 
notice of such removal shall be given by the foreman to the defaulting 
subscriber within fourteen days of the date, of such removal: 5 

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

(2) Every such removal under sub-section (1) shall with the date 10 
tbereof be entered in the relevant book maintained by the foreman. 

(8) A true copy of, the entry referred to in sub-section (2) ahall be 
flled by the foreman with the Registrar within fourteen daya from tbe 
date of removal. 

(4) Any defaulting subscriber aggrieved by the removal of his name 15 
from the list of subscribers may, within seven days o£ the date of receJpt 
of tlu! notice of removal refer the matter to the Registrar for arbitration 
under section 64. I , .. ·.,·~.I 

l • ::~ 

29. (1) A foreman may substitute in the list of subscribers any pencm 
(hereafter in this Chapter refoerred to as the substituted subscriber) :In l20 

place of the defaulting subscriber whose name has been removed under 
S'ub-section (1) of section 28. 

(2) Every substitution referred to in sub-section (1) aball, with the 
d.ate thereof, be entered. in the relevant book maintained by the foreman 
and 11 true copy of every such entry shall be filed by the foreman with 25 
the Registrar within fourteen days from the date of substitution. 

30. (1) A foreman shall, out dt. the amounts payable by and realized 
from the substituted subscriber towards the instalments relatable to the 
period before the date of the substitution (including the arrears due 
from the defaulting subscriber), deposit; before the date of the nat 30 
succeeding instalment, iIl a separate identifiable account in an approved 
bank mentioned in the ('hit agreement, an amount equal to the contri-
butions made by the defaulting subscriber less suc! deductions as may 
be provided for in the chit agreement, and shall inform the defaulting 
S".1bscriber as well as the Registrar of the fact of such deposit and shall 
not withelraw the amount so deposited except for payment to the 35 
defaulting subscriber. 

(2) The amount so deposi'ted under sub-section (1) shall be paid to 
the defaulting subscriber as and when he claims the amount and the 
amount 80 depos!ted shall not be withdrawn by the fO'l'ezllaD for' OF 40 
purpose other than for such payment. 

(8) The contributions of any defaulting subscriber who has not been 
substituted till the termination of the chit shall be paid ,to him withba 
fifteen days from the date of termination of the chlt subject to IUeII 
deductions as may be provided for in the chit agreement. 5 
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CHAPTER V 
R1GIft'8 AND IMJ'l'J::IS or MIS&D .~ 

31. Every prized subscriber shall, if he has not oftered to deduct the· Prized 
lUDC,unt Of all future subscriptions from tbe prize amount due to lUm.. :becII-

5 fumiIh,aDd a fDreman shall take, su1Bcient security for the due payment ru::.. 
of all· future subscriptiena and, if the foreman is a prized subscriber, he aec:urily. 
slWl live eecurlty for the due payment of all the future subscriptions to 
the satisfaction Of the 'Registrar.; 

D. Every prized subseriber shall pay his subscriptions regularly on 
10 the dates ami times and at the -place mentioned, in the chit agreement 

and, on his faUure to do so, he shall be liable to make a ecmaoltdated 
payment of all the future subscriptions forthwith. 

Pnud 
NbIcrf.bu 
to pay 
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33. (1) A foreman shall not be entitled to claim a consaUdated pay- ForemaD 
ment ,from a defaulting prized subscriber under section 32 unless he ~emlUld 

15 makes a demand to that effect In writing. tuture 
(I) Where a dispute fs raised under this Act by a foreman f-or a con- lubscrip-

IOItdated payment of future subscriptions from a defaulting prized sub- tiona." 
scriber and if the subaorlber P!1Ys to the foreman on or before tbe date =::~ 
to which the dUpute Is posted for hearing the arrears of subacrfptlons 

20 till that date together with the interest thereon at the rate provided 
fer In 'tbech!t agreement and the cost of adjudication of the d,lspute, 
the Beliatrar or his. nominee bearing the dtsputeshaIl, notwlthstandJng 
aDy coatraet to the contrary, make an order dlrectfn~ the sublCrlber to 
pay ~ the foreman the futUre subscriptions on or before the dates OD 

~5 which they fall due, and that, in case of any default of such payments 
by the subscriber, the foreman shall be at Uberty to reallse, in execution 
of that order, all future subscriptions and Interest together with the costs, 
11 any. less the amount, If any, already paid by the subscriber in respect 
t1aereot: 

30 Provided that if any such dl"pute is on a promissory note, no order 
shall be passed under this sub-section unless such promissory note 
GPr_ty states that the amount due under the promissory note f. 
towards the payment of lubseriptlons to tbe chit 

"') Any person who holda '8ny interest in the property furnished _ 
35 aecurity or part thereof, shall be entitled to .make the payment under 

1U~leCtion (2). 
U) AlleGllJlO11dated payments of future subscriptions realised by a 

foreman shall be deposited by him in an approved bank mentioned in 
the chit agreement before the date of the succeeding instalment and the 

40 amout 10 deposited shall not be withdrawn except for payment of 
future . aub.lCriptions. 

(5) . Where any property is obtained as securIty In lieu of the con-
lottdated v.yment of future sublCrlptionl, It .hall remain as security 
lor the tlue P)lyment of future subscriptions. 

45 CHAPTER VI 
TIA.nnIs 

34. (1) No transfer of the rights of a foreman to receive 8ubscriptioDl :::-: 
from the prized subscribers shall be, made without the preViOUB sanction van.ter 
... 'Writiac of the Registrar. of rtIht. 

of 
fOl'tllllUL 
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(2) Any transfer of the rights of a foreman to receive subscriptiOlls 
from the prized subscribers shall, if it is likely to defeat or delay the 
interests of a non-prized or unpaid prized subscriber, be voidable at the 
instance of such subscriber. 

(3) When under sub-section (2), a transfer is disputed by a IUbIcrt. 5 
ber, the burden of proving that the foreman was in solvent circumstancea 
at the time of the transfer and that the transfer does not defeat or delay 
the interests Of such su.bscriber is on the transferee. 

35. Every transfer by a non-prized subscriber of his rights in the 
chit shall be In writing duly attested by at least two witnessei and shall 10 
be filed with the foreman . 

36. Every transfer under section 35 shall, within a period of fourteen 
days from the date of receipt of the proposal for transfer by the foreman, 
be recognised by him unl('ss the tmnsferec is not solvent or the transfer 
was effected with a view to defeating the provisions of any law includ-
ing this Act and the decision of the foreman to recognise the transfer or 15 
not shall forthwith be communicated to the parties concerned. 

37. Every transfer under section 34 or section 35 shall be entered by 
the foreman in the books of the chit forthwith and a true copy of ncb 
entry shall be filed by the foreman with the Registrar within fourteen 20 
days from the date of making such entry. 

CHAPTER vn 
MEETINGS OF GENERAL BODY or SUBSCRIBERS 

38. (1) The foreman may, on his own motion, convene a special 
meeting of the general body of subscribers for considering any proposal 25 
to pass a special resolution. 

(2) ThO! foreman shall convene such a meeting on the requisition In 
writing of not less than twenty-five per cent. of the number of non-prized 
and. unpaid prized subscribers, and the meeting so convened shall be 30 
held within thirty days of the date of receipt of the requisition and If 
the foreman refuses or fails to call such a meeting within fourteen days 
of the date of receipt of such requisition, not less than twenty-five per 
cent. of the number of non-prized and unpaid pl"!zed subscribers may 
give notice of the fact to the Registrar. 

an The Registrar shall. within twenty-one days of the receipt of the' 
notice under sub-section (2), convene or dfrect the convening of a apeclal 
meeting of the general body of the subscribers and on receipt of such 
a direction, it shall be the duty 01 the foreman to comply wi~h, s~~~ 
direction. ' " 

• • • • • 
(4) Notice of not less than fourteen days shall be given to all the 

subscribers of a meeting under this section' s,Pccifylnf,! the object. date, 
hour and place of meeting and a copy of the special resolution shall also 

35 

40 

be sent along with the notice Clf the meeting. 45 
Explanation.-P'or the purposes of this section and section 39'i' 

"special resolution" means a resolution which is passed at a meeting 
of the general body of the subscribers specia1l1 convened for the 



rpose, by a majority of not less than two-thirds of the subscribers 
to the chit present at the meeting in person or by proxy and represent-

. not less than three~fourths of the amouQ.t or, as the tllse may be, 
he value of the grain, subscribed by all the non-prized and unpaid 

51. ~ subscribers, if any. 
CPlAPTE1t VIII 

TuMINATION or CHITS 

31. (1) Where a foreman d.ies or l)ecomes of unsound mind or fs 
othenriIe incapacitated, the chit may continue in accordance with the 

10 provlsions of the chit agreement. " 

m Where a foreman is adjudicated an insolvent, or withdraw. from 
the chit under section 26, or fails to conduct the chit at any instalment 
Of ODany other date before the next succeeding instalment.as may hive 
~. ,.agreed upon by a special resolution. • • • • anyone or more 

l\ .of GU,Cli subscribers Qllthorised by such resolution may, in the absence 
.of any provision in the chit agreement for the future conduct of the 
chit, take the place of the foreman and continue the chit or make other 
..aumgements for the turther conduet of the chit. 

40. A chit shall be deemed to have termlnated,-

"10 (a) when the period speclfted therefor In the chit agreement ha. 
expfred provided the payment of dUe&I to an the subscribers has been 
completed; fir 

(b) when all the non-prized and unpaid prized subscribal'8 and -the foreman consent in writing to the. termination of the chit and 
a copy- of""such consent is ftled with the Registrar as required under 
leCtion 41; or 

eel where a foreman dies or becomes of unsound mind or II 
otherwise ineapacltated and the chit Is not continUed in accordance 
with the provisions of the ('hit agreement: 

.~8Q IProv:I4ecl ·that, in R .eBlie where the foreman fl a ftnn. If a partner 

.35 

thereof dies or becomes of unsound mind 01' fs otherwise incapacitated, 
the· chit shall nat be deemed to have termtnatM and tbe survfvtnr 

. tl*rtDer -orparlners shan conduct the chit in the absence of any provf-
. tdan to the contrary In the chit agreement. 

4t. A true copy of every assent referred to in section 28 and ot every 
~t referred to in c1au!le (b) of section 40 with thefr dates shall be 
tll~ .~. the foreman or by the surViving partner or' partner •• as the caw 
"",. ~, with the Registrar withfn fourteen days f,rom the date "' such 
_t or COZUJent. 

a.lI!xcept in the caJefl referred to tn clauses (4) andlb) of 
section 40,-

(4) awry non-prized aubscrtber shall .. un,", ntberwi.e orDVfcfed 
for in thfa. Act or ill the chit a~rel'ment. be entitled to get back hi .• 
aubsctiptiotJ \It-theterminatioo of the chit without tlny deduction 
for dividend, if any. epmed by him: 

Prcwfded that, any 'J)eJ'IIOft tn whom the ri.rht8 of a Don."rJzed 
..-nber are transferred in accordance with the provJalOlll of 
teetton 35, shall, in addftfon to his nwn subscriptions. be entitled to 
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get back the subscriptions paid by such non-prized sublCriber. subject 
to the conditions specified in this section; 

(b) if a chit terminates on a date earlier than the date originally 
fixed in the chit agreement, the non-prized subscriber's claim IhaD 
be deemed to have arisen on the date on which he hu notic. tMnot 5 

43. Any amount due to the subscriber from a foreman in relation to 
the chit business shall be a ftmt charge on the chit assets. 

• 
CHAPTER IX 

INSPECTION 01' DOCmaN'1'8 

Forman 
to anow 
certain 
lubtcrl-
bel'II to 
inspect 
chit re-
cortIl, 

«. Every foreman shall, on payment of such fee not exceeding ftve 10 .. 
rupees as may be specified in the chit agreement, allow the non-prized 
S".Jhsl'rfbers and unpaid prized subscribers reasonable facilities on an the 
dates of draw or on such other dates and within such hours as may be 
provided for in the chit agreement, for the inspection of security bonds 

PnIeI'ft-
ttoa or 
cblt 
:recorda by . 

·foNawl. 

and documents, receipts and other records taken from the prlzed I~ 
subst'ribers or furnished by the foreman as a subscriber and aU chit 
records, including books of accO'Ilnts, pass books, balance-sheet and 
proftt and loss accounts and such other records as may show the actual 
financial position of the ('hit. . 

45. All the records pertaining to a chit shall be kept by the fol'8llUW -
for a period of eight years from the date of termination of the chit 

.) ., .. , .. , . ....... . '1 

Iupeetion t6. (1) Without prejudice to the provisions of sections 209 and 209A :0:' of the Companies Act. 1956. the Registrar or an officer authorised by the 
~ __ .:._ :~_ .' State Government in th!.s behalf may inspect chit books and all the 
nl':VCUIJ records of a chit during workin!! hours on any working day at the pre- III 
by mises of the foreman with or without giving notice and it shall be the 
Reliatrar. duty of every foreman to produce to the Rellistrar or the offtcer 10 autho-

rised. all such books and records as are in his custody 01' power and te 
fumish him with any statement or information relating to the chits as 
he may require from the foreman within such time as he may specff.r. SO 

(2) ThE! Rer!istrRl' 01' an of'ftcer authorised by the State Govemment 
in this behalf may. after gtvine seven days' notice in wriotztng to the fore.. 
m.n. dfrE'ct him to produce 'before him for fn~Dect'ion such ch't books and 
ncords as he may require at the time and place mentioned in the notlC!8. 

(!) Tf on an fn!ll)e~tlon made undel" sub-section (1) 01' sub-~tfon (2l. SS 
any defet'ts aTe found, the RemSttRr may brln~ such defects to the notlee 
of the foreman and may also mflke an order dfrectln~ the foreman to 
take such action asmRV be specified in the order to remedy the defwcts 
within the time specifted therein. 

(4) Every foreman shall be bound ·to comnlv with the directions eoD-'" 
talned in an order made under sub-section (!). 

4'1.(1) Nothin~ in section 46 shall be deemed to affect the power of 
the Reserve Bank to Inspect the books and recor~s of flnv foreman under 
the provi!lllons ofsectfon 45N Of the Reogerve Bank of Indta Act, 1934. 

(~) The R~erve Bank may. if it consfde~ neceStll!lry. forward a CQlJV 45 
of fts report or of anv l)Rrt of its report on the tnspectfon of the boob 
and records of a foreman to the foreman for takfng neeessary aetiOD • 

. ' :,. ...... -
'.; ~~ 

2011_ 
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(3) Every :JoremaD. aball, OIl receipt of the report or part tbInaI 
under lOb IBCtlon (J), be bound to compq with the direCUoDa. U uq, 
liveD Iv the Reserve Bank m this bebalf and abaJl, if 10 nqulnd, ..,. 
mit periodical reports in reprd. to the action taken by him. 

5 (4) The Reserve Bank may alao forward a copy of the repor~ OIl the 
!DapeCtion of the books and recorda of a foreman to the State QQvem-
mmt within whose jurildlction the registered offlc:e of the company, if 
&be 10remaD ja a company, or the place or the principal place of bnstn_ 
of the foreDwa in any. other cue, ja situated for such action u m&7 lie 

10 COIIIIderecl ~U)'. 

CHAPTER X 
WIRDDfO UP or CIIlTS 

48. A chit may be wound up by the Registrar within wbose territorial CJrcua. 
jurladiction the chit has been ntliltered, either on his own motion or ... 
OIl an application made by aDy non-priaed or unpaid priz.ed lu.bIcriber,- under 

15 whkh 
(4) if the chit has terminated under clause (c) of sectiOD 40; or chi .... 

(b) if the foreman commits any such act in respect of the~", ~Uftd 
rity 8pecified in section 20 as Is calculated to impair materially the up. 
nature of the security or the value thereof; or 

(c) if he fails to deposit any amount required to be deposited 
UDder aDJ of the provisions of this Act; or 

(d) if it is proved to the satisfaction of the Registrar that the 
foreman is unable to pay the amounts due to the sublCribera; or 

(e) if the execution or other process issued on an order paaed 
by the Registrar in favour of any subscriber in respect of &mounu 
due to him frOID the foreman in relation to the chit buain., 18 re-
tumed unsatisfied in whole or in part; or 

U) if it is proved that there has been a fraud or colluaioQ on tM 
part of the t.oreman in the matter of taking securities from any prized 
IUblc:riber; or 

ao 
(g) if the foreman has appropriated the prize amount ill hiI 

caplCity as a sublcriber without fUl'Dishing .u1Ilcient leCuritJ 1M 
future IUblc:ripUODl; or 

35 

(h) if the :Registrar ja .. tided that the aftaJn of the chit are 
beiDa conducted in a manner prejudicial to the iAtereata of the 
aublcribera; or 

.(i) if it la jUit and equitable that the chit ahould be woUDd up. 

~-For the purposes f1f. clause (d), in determining 'whe-
tt.r the foreman iI unable to pay the IJDOWlU due to the .ubJcr!ben, 

40 tbe ~ &ball take into accounl hi. contiDaent and. future 1Ja. 
bIliUel in l'8Ip8Ct of the chit. 

e. An application tor the winding up of a chit shall be made by • A ..... 
petfUcm presented by 8D¥ non.oprlad or unpaid priIed IUbIcribu to taoD .. 
UIe Reptrar signed and veri1led in the manner laid down by the Code, w .... 

I ., ~ 45 of OW Procedure, 1908, aad lball contain sucb particulars at may bo .... 
~ 
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. PrONid.ed that no application for the windina up of a chit UDdet 
clause (d) or clause (i) of section 48 shall lie unless such application 
is preaented,-

(a) by non-prized and unpaid prized subscriber. repreHIlting not 
less· than twenty-five per cent. of the amount or, as the case may be, 5 
the value of the grain subscribed by· all the non-prized and unpeW 
prized subscribers, if any; or 

(b) with the previous sanction of the State Governmentlritranl 
whose jurisdiction the chit is commenced or conducted. 
E~Lanation.-For the purposes o~ clause (a) of the proviso, a to 

subscriber of a fraction of a ticket shall be deemed to be a iublCribar 
only to the e~tent of such fraction. 

50. Notwithstanding anything contained in sections 48 and 49, no 
petition for the winding up of a chit shall be entertained by the :a.,is-
trar,........ I IS 

(a) if proceedings relating to insolvency are pending a~ 
the foreman; or I 

I 
(b) where the foreman is a firm, if proceedings relating to in-

solvency are pending against all the partners or all the partners 
except one thereof, or proceedings for the dissolution of the firm !liD 
are pending; or . 

(c:) where the foreman is a l.:ompany or (ooperative society, if procee-
dings for the winding up of such company' or cooperative society aro 
pending. 

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

52. The Registrar may, on the application of the foreman or of any 
subseriber to whom amounts are due in respect of a chit, at any time 30 
after the presentation of the application for the winding up of the chit 
'Under this Act and before the making of an order for the appointment 
of an interim receiver or for the winding up of the chit, restrain an, 

, other proceedings instituted against the foreman for the realisation of 
amounts due from him on such terms as the Registrar thinks fit. 35 

53. The Registrar may, aftE!f hearing an application under this Chap-
ter, di~miss it with or without costs, or adjourn the hearing conditionally 
or unconditionally or make an interim or any other order that he deems 
fit. 

54. On the making of an order for the winding up of aehit, &lIthe 40 
chit assets pertaining to sUch chit shall vest in the Regi.trar or in any 
person appotnted by him for distribution amongst the subscribers to 
whom amounts are due in respect of the chit. 

55. When a ,. .. Indin~! 'Up order hac; been made or 8 receiver has been 
appoirtttm, no suit or other legal prol!eedings shall be eontinlled or COID~"5 

. mehcedagainst the foreman by a subscriber for the realisation of 
amounts due to him in respect of the chit except with the leave of the .. 
Registrnr winding up the chit and on such terms as he may impose. 



•• 
'It On the makiDg of a winding up order, the Registrar sball make an 

entry iii l'lf&' 'book relating to the' chit and shall notify in the Offtcial 
Gazette tlial:t the order has been made. 

57. Where during the pendency of the proceedings for the winding 
5 up df a chit, the foreman is adjudicated an insolvent, or where the 
fn1"e~m is a ftrm, all the partners or all the partners except one thereof 
are adj~ated fnsolvtmtsjorwhere the foreman t. a company, the 
company has beenordeted to be wound up by the Court, the winding up 
procee8ings 'under this Chapter shall cease and the dfstribution of the 

In etJit assets'duill, subject to the provisions of sectiOllI 43 and 52, be made 
by'the iDBolvency CUUTt or the court wtndtng up the company. as tile· "*' may' be~ , ! 

58. (1) Where an application for the winding up of a chit is dismi&8ed 
&ad the Registrar is satiified that the petition is frivoioua or vexatioua, 

15 he may, on the application of the foreman, award apinat the petitioDer 
such amount, not exceeding one thousand rupees, as he deems reason-
able .. cOlllp8usation t.\) the foreman for the expeDIeII or injury caUHd 
to him, by the presentation of the application and the proceedings tbeze. 
on, and such amount may be realiaed as it the award were a decree of • 

110 Civil Court. I 

(.2) On, the making of an award under sub-section (1), no .uit for 
compensation in respect of an application for any Winding up of the cIdt 
.Mill be ·eatertatned. ' 

51. The fONman- or any subacriber or any other perlOn aggrieved by 
IS a decision or order of the Registrar in any proceedings for the w1ndiDl 

up.!Of a chit may, within sixty days from the date of such decision or 
order, appeal to the State Govemment . 

•. (1) Where an order refusing to wind up a chit has been ~ 
under this Act, the chit shall be deemed to have been under suspension 

30 from,the date·or'presentation of the application to the date of auch order 
innrnpeet,·of non-priled.,eubleriben; and, notwithltanding anything eon-
tained in the chit agreement, no non-prized subacriber who was not a 
defaulter on the date of the presentation of the petition for winding uP • 
• liall be deemed to be a defaulter on the date of such order. 

35 t2) Where an order refusing to wind up a chit haa been made under 
tbia Act, In computing the period of IbnJtation preeertbecl for., .aIt 
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or other legal proceedings (other than a suit or application in respect 
of which the leave of the court has been obtained) which milht have 
been brought or instituted, but for the presentation of the application 
for the winding up of the chit, the period from the date of the presenta-
tion of the application to the date of the order refusing to wind up a chit 5 
shall be excluded. ' 

(3) Nothing contained in this Chapter shall affect the rights of a sub-
scriber to proceed against the foreman personally for the balance, if any. 
of the amount due to him after the declaration of the final dividend in 
the proceedings for the winding up of the chit and in computing the 10 
period of limitation prescribed for any such proceedings, the period :from 
the date of the presentation ciI. the application for the winding up of the 
chit to the date of the declaration of the final dividend shall be excluded. 

,.CHAPTERXI 
ApPOINTMENT OF OFFICERS AND LEVY OF FEES 

6L (1) The State Government ma" by DOtUieatiGD In the OfIlclal 
Gazette, appoint 0 Itegistrar of Chit. .... as maDy AclcDtioaal, lolat, 
Deputy and Assistant lCcgistr ara as may be DeCessal'J for the purpoae of 
discharging the duties imposed upon the Registrar by or UDder this Act. 

-15 

(2) The RegiItrar may appoint lIS many iaspectors of c:1aits..... ddt IiIO 

auditors as Inay he nec(,ssary for the pUl'pOlle of discb.arIiDIr the dutlea 
imposed on the inspectors or chiLli or chit auditors by or UDder this Act. 

(3) All inspectors of chits and chit auditors shall discharge the dut:l.es 
imposed upon them by or under this Act under the general superintend-
ence and control of the Registrar. 25 

(4) If the Registrar is o£ the opinion that the accounts of any chit are 
not properly maintained and that sueh aCC~tnts should be audited, it 
Ihall be lawful for him to have such accounts audited by a chit auditor, 

(5) It shall be the duty of the foreman of the chit whose accounts 
are to be audited by a chit auditor under lub-section (4) to procluce SO 
before the chit auditor, all accounts, books and other recorda relating 
to the chit, to furnish him with such bdiormation as may be required and 
aftord him all such assistance and faclli'ties as may be necessary and 
reasonable in regard to the audit of the ilCCounts of the chit. 

(6) The foreman shall pay to the chit auditor such fees as may be 35 
prescribed for the audit of the accounts o! the chit under sub-section (4): 

Provided that different scales of fees may be prescribed for di1ferent 
chits depending on the quantum of the chit amount. 

62. The foreman of a chit or any subscriber in a chit or the heirs or 
legal representatives of any foreman or INbacrlber may, on payment of 40 
nch fees as may be prescribed,-

,(0) inspect the documents of the concerned chit kept by the 
Registrar; or 

(b) obtain acertffted copy or an extract of any such document 
01' record. 4-5 
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63. (2) There shall be paid to the Registrar such fees as the State ~., 
Government may. from time to time, prescribe 10r,-

(4) the issue of previous sanction under section 4; 

(If) the filing of the chit agreement with the Registrar and the 
5 registration of the chit under section 7; 

(e) the ftling of a declaration with the Registrar and. the grant 
o~ a certlflcate of commencement under section 9; 

(cJ) the ftllng of copies of documents under any ot the provtaicms 
of this Act; 

10 (e) the audit of the accounts of the foreman under section 81: 

(f) the inspection of documents under section 82; 
(g) the obtaining of certUled copies or extracts of dflCumenti 

and records under section 82: and 
(h) such other matters as may appear necessary to the State 

15 GovenuDeD~ 

(2) A table of fees prescribed under sub-section (1) shall be exhlbi-
ted on a notice board in the ofIlce of the RegIstrar. 

DmPo i_ .um ARBl'l'RATION 

10 M. (1) Notwithstanding anything contained in any other law tor the DltpUtei 
time being in force, any dispute touchin~ the management of a chit 111._ 
business shall be referred by any of the parties to the dispute, to the to chit 
Rellmar tor arbitration If each party thereto Is one or the other of the ..... ~ 
following, namely:-

·S (a) a foreman, a prized subscriber or a non-prized subscriber, 
including a defaulting subscriber, put subscriber or a person claim-
tng through a subacriber, or a deceased subscriber to a cbit; 

(b) a surety of a subscrlber, past subscrlber. or a deceued sub-
. serfber. 

30 Bzplcm4tfon.-tror the PufPOll"l 'of thfa suh-section, a dt.pute touch-
. q the managemen.t of a chit business shall include-- . 

(i) a claim by or against a foreman for any debt 01' demand 
due to him trom a subacrlber. or due floom him to a subeeriber. 'PI. 
8IIbtcrIber or the nominee, helr or le.ral representative of I deceued 

35 IUb.crlber whether such debt or demand is admitted or not: 

(ft) • elaim by I surety for any sum or demand due to him 
from tIie prineIpaJ borrower in respect of a Joan by a foreman and 
recovered from the iurety owtn~ to the default ~f the prfncf,.J 
borrower, whether IUch sum or demand Is admitted or not: and 

CUi) a refuuJ or failure by a subscrfbe!'. paJit tlUbllerlber or 
the nominee, heir or legal representatfve of a dec~a8t!d !'ubficrl1Jer 
to deliver poll-on to a foreman of land or any other ... re-
IUDled by him for breach of CODCIftton. of the aa1gnmeat. 



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

• • • • 
(3) No Civil Court shall have jurisdiction to entertain any sult or other 

proceedings in respect of any dispute referred to in sub-section (1). -

65. (1) NotWithstanding anything contained in the Limitation Act, 

.5 

1963, but subject to the specific provisions contained in this Act, the 38 of 1883. 
period Of limitation in the case of a dispute referred to the Registrar ]0 
under section 64, shall-

(4) if the disP14te relates to the recovery of any sum, including 
interest thereon, due to a foreman from a deceased subscriber, be 
three years, compute(] from the date on which such subscriber dies 
or ceases to be a subscriber; or i.5 

(b) if the dispute is between a foreman and a subscriber or a 
past subscriber, or the nominee, heir or legal representative of a 
deceased subscriber, and the dispute relates to any act or omiuion 
on the part of either party to the dispute, be three years from the 
date on which the act or omission with reference to which the· dis- 20 
pute arose, took place. 

(2) The period of limitation in the case of any dispute other than 
those referred to in sub-sectlon (1) which are required to be referred to 
the Registrar under section 64 shall be regulated by theprovJ.sions of 
the Limitation Act, 1963, as if the dispute were a suit, and the. Reglistrar, Sl5 38 Of 1_. 
a Civil Court. 

(3) Notwithstanding anything contained in sub-sections (1) and (2), 
the Registrar may admit a dispute after the expiry of the period of 
limitation specified therein, if the applicant satisfies the Registrar that 
he had sufficient cause for not referring the dispute within such period. SO 

'-86. (1) If the Registrar is satisfied that ~y matter referred to him 
or brought to his notice is a dispute within the meaning o'f section 84, 
he shall, subject to such rules as may be prescribed, settle the .dispute 
himself. or refer it for disposal to a person appointed by him (hereafter 
in this Chapter refered to as the nominee). 35 

(2) Where any dispute is referred under sub..aectioD (ll for aettle-
men.t to the nominee, the Registrar may, at any time tor r88llODa·to be 
recorded in writing, withdraw such dispute from the nominee and may 
settle the dispute himseU, or refer it again for settlement to any other 
l).ODlinee appointed by him. 40 

• • • • • 



I, 
". (1) The Registrar or the nominee hearing a dispute under section 

86, shall. in addition to the powers conferred, on him under that section, 
have the same powers as are vested in a Civil Court while trying I suit 

I of 1808. UDder the Code of Civil Procedure, 1908. in respect of. the following 
5 matters, namely:-

10 

(.) summoning and enforcing the attendance ot persons and 
examining them on oath; 

(b) requiring the discovery and inspection of documents; 

(c) receiving evidence on aftldavits; 

(cI) requislticmiDg any public record or copies th.l'lOf from lilY 
court or ofIIce; 

(e) illuing commissions for the examination of wttneaes or 
doeuDllDtI; ad 

(f) aD,. other matter which may be preecrfbed. 
15 (2) Exeept with the permlafon of the Registrar or the nominee. no 

party shall be represented at the heRring 01 a dispute by a legal 
praetltloner. 

(3) (.) If the RegIstrar or the nominee is satisfied that any person, 
nether be fa a subscriber or not, has acquired any interest!n the 

10 property of a person who is a party to a dispute, he may order that the 
perIOD who has acquired the Interest in the property may be joined 
u a party to the dispute, and any decision that may be given by the 
~gistrar or the nominee on the dispute shaD he binding on the party 
so joined, in the same manner a!'l if he were an original party to the .. ,_.'t '; :or tr ..... ,.':'ii~' 
~~~ . -

(b) Where a dispute has been refef'l"ed In the name of a wren .. penon, 
or where aU the necessary parties have not been included. the Re~str.r 
or the nominee may, if he is satillfled that it was due to a genuine mlI-
take, order any other person to be substituted or added as parties to the 

SO dispute at any atage of hearing of the dispute on such terms as he 
tiDb jut. .... '''-T 

(c) The Ref(lstrar or the nominee may. at any stage of the proceedfna. 
either upon or without the application of elthE'r party and on such terms 
u may appear to the RegIstrar or the nominee to be just, order that the 

35 IUlIDe of any party improperly 10fned ~ struck oft. 

Cd) Any penon who is a party to the dispute and entitled to more 
tJiaD one reUel in respect of the same eause of action may elalm all or 
any sueh reUer.. but if he omits to claim any such relfef. he shaD not 
be _titled to claim that reIfel, except with the leave of the Registrar 

40 or the nomfDee. ,., " 

•. (1) Where 8 dispute has beeT! referred under flection 84 8nd the 
Registrar or the nominee hearln( the dfl'f'Ute is satlrfted on enqufrv or 
otherwiJe that a party tn such dflllPUte. with intent to d,.fl!Rt (II' nhstn,,.t 
the execut!on of any RWPM or tht" ca!TYfnrr out of any order that may 

.. 5 be made.- . 

(Ill Is about to dt!Ipnr.e of the who'" "" a"'- part "f M. PMPf!'riV: .. .. .. '- - .,'----,.-
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(b) is about to remove' the whole or ~y part of the property 
from the jurisdiction of the Registrar, 

he may, unless adequate security is furnished, direct conditional attach-
ment of \he said property, and such attachment shall havre the·IUIIIe ...... 
• . if it is made by a competent Civil Court. 5 

(Z) Where the Registrar or the nominee direets the attachment of 
any property under Bub-section (1'), he shall laue a DGtIoeoallln. upaD 
the person whose property is so attached to furnish such IICU1'Uy u be 
thinks adequate within a specified period, and if the penon fa!lI " 
p!'O\"1de such security, the Registrar or the no~may .wutrm the 10 
order, and may, after the decision in the dispute, direct·the dlepeId of 
the property so attached towards the claim, if awarded. 

(3) Any attachment made under this section shall not dect the 
rights, subsisting prior to the attachment of the property, of perIOD. who 
are not parties to the dispute, or bar any person holding. decne,apbllt 15 
the person whos~ property is so attached from applying for -the Ale Ad , 
the property under the attachment of suc-p decree. 

(4) 'l'he Registrar or the nominee may, in order to prevent the eD.dI 
of justice being defeated, make such interlocutory orders pendfn. the 
award in a dispute referred to in sUb-sectfOD (1) as may appear to be 10 
just and convenient . 

•. when a dispute is referred to arbitration under this Chapter,4he 
Registrar or the nominee, may, after giving a reasonable opportunity to 
the parties to the dispute to be heard, make an award on the dlsP,ute. 011 
the expenses incurred by the parties to the dispute in conneetton with 15 
the proceedings and the fees and expenses payable to the Begfttier ar 
the nomfnee, and such an award shall not be invalid merely on the grw1ld 
that it was made after the ex¢rv of the period, if any, bed for c1eefdml 
the dispute by the Registrar, and shall, subject to appeal under seetiOll ,." 
be Bnal and binding on the partieI' to t.he dispute. SO 

'70. Any party agrMeved by any order passed by ,the. Registrar Dr the 
nominee or the award crt the Registrar or the nominee llDd~ sedlon ., 
may. within two months from the date of the order or aWJml. ~ tD 
the State Government. 

fit. Every order 'Passed by the Registrar or the nominee.UDder ~ 91 
tiOD 68 or section 69 and every order 'Passed by the State Government 
in appeal under section 70 for payment of any money shall. if lJDt carried 
out.-

(a.) on a certificate issued by the Registrar, be deemed to be a 
decree of a Civil Court, and shall be executed in the same IIlInner 8841' 
a decree of such Court, or 

(b) be executed in accordance with t,he provisions of any law 
for the tune being in force for the recovery or aDlOIIDta _ IJI!ftU'I ., 
land revenue: 



,1 "1-" )' I ~., , . . 

Provided that DO application fa; execution UDder clause (b)' Ihall 
be made after the expiry of three years trom the date fixed fa dle 
order. and if no such date is fixed, from the date of the order. 

.. AJfy pri\l'8te transfer' or delivery of, or encumbrance or charge 
5 .. pfOpeftJ macie M" created after the- issue of the certificate by the 

Registrar under section 71 shall be null and void against the fo~em.aD GIl 
.... application the said certiftcate was i.l8ued. . 
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10 73. The 'Besel'Ve Bank may tender to any State Government lueh ~~ 
aclvice on queatiODa of policy with reBpect to this Act as it thiDka It a--v • 
..... on ta· 0'" JDDti.on or on a reqt*t made by' the State GoWl'DlZleDt. Buk. 

74. (1) Any foreman aggrieved by the decision of the Regisuar.-- AIIPtIlL 
(4) refusing to register the «iliit agreement under section 7; 

15 (b) refeRn,lIo pnt a certificate of commencement UDder IUb-
..uon (8) af MCtion 9; 

(e) 1'8f1uini to accept any security under sub-section (1) of 
seetion 20" or uader section 31i or 

(d) refusing to release the security charged under section 20 or 
110 I8Ction 81, 

..", withiIl thirty days of the communication to him of such decision, 
appeal to the State Government or to such officer or authority as may 
be empowered by notification in the Ofticial Gazette by the State Gov- 1'",," 

emment in that behalt. 

115 (2) Any foreman or other penon aggrieved by the order of tIM Re-
gistrar under lub-aection (1) of section 34 may, wiihin thin,. daYI of 
the communication to him ~ such decision, appeal to the State Gov.m-
ment or to such officer or authOrity as may be empowered by notiAatian 
in the Official Gazette by the State Government in that behalf. 

SO (3) The State Gcwemment or such ofBcer or authority afore.aid 
.. y, after giviD" the appellant an opportunity of making his reprel8l1· 
tatioD, ,... .aeh order on the appeal as it or he thinks fit aDd such 
order shall be final. 

11. 'The Begtstrar may, in hil discretion and upon an application 
SS ill wm1tDg by a foreman made within the period speCified for the BUill 

of documeats, acter .ub-section (3) of section 28, sub-sectfon (2) of 
MCtlOD 29, IecIbl 37 or section 4), aUow the foreman further time 
DOt exceeding flfteea clays to file copies of such documents. 
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76. (1) Whoever C9ntravenes or abets the contravention of any 01 
the ~0'JlS of sections 4, 5, 8, 9, 11,' 12, 13, 14, 19, 20, 22, 24, 30, 
31, sub-section (4) of section 33, sectionS 46, 47 or SUb-sectioD ,(5) of 
section 61 shall, OD conviction, be punishable with imprisonment for a 
term which may extend to two years or with fine which may atencl 5 
to five thausand rupees or with both. 

(2) Ally foreman,-

(Go) who fails to file any docwnent required to be flled un .. 
this Act within the period specified therefor or within such furt.ber 
time as may be allowed; or 

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

10 

(c) who contravenes or faUs to comply with any other require- 15 
ment under this Act, 

shall, on conviction be punishable with fine which may extend to 
t1uee thousand rupees. 

(3) Whoever wilfully makes a statement in any document required 
1.0 be JUed under this Act which is false in any material particular 20 
Ehall, on conviction, be punishable with imprisonment for a term which 
may extend to two years or with fine which may extend to five 
thousand rupees or with both. 

77. If any person convicted of an offence under this Act is again I 
convicted of an offence under this Act, he shall be punishable for the 25 
second and for every subsequent offence with imprisonment for a term which 
may extend to two years and shall also be liable to fine. 

78. A court imposing any fine under this Act may direct that the 
whore-or any part thereof shall be applied in, or towards payment of, the 
cost of the proceedings. 38 

78. (1) Where an offence under this Act has been committed by a 
co~ny, every person 'who at the time the offence was committed was 
in charge of, and was responsible to, the company for the conduct of 
the business of the co~pany, as well as the company, shall be deemed 
to be guilty oj! the offence and shall be liable to be proceeded against ·35 
Ilnd puni&hed accordingly: 

Provided that nothing contained in this sub-section shall render any 
such person liable to any punishment provided in this Act, if he proves 
that the offence was committed without. hts knowledge or that he ex-
ercised all due diligence to prevent the commission of such offence. 40 

(2) Notwithstanding anything contained in sub-section (1), where 
an offence under this Act has been committed by a company and it is 
proved that the offence has been committed with the consent or con-
nivance of, or is attributable to, any neglect on the part of, anr . 



I til'"'' 

S 

director, manager, secretary or other otIicer uf the company, luch cUreo-
tor. manager,' secretary or other officer shall also be deetned to be 
IUilty of that otlence and shall be liable to be· proceeded apiDH ad 
punished accordingly. 

_lGftGtion.-j~Ol· the purposes oJi this section.-

(eI) "company" meaDS any body. corporate and inclwiea • laD. 
or other association of individuals; and 

(b) "d1rector" in relation to a firm meaDI a partner in U. arm. 

80. (1) All offences under section 11 shall be cOinizable. -
10 (2) No court inferior to that of a Metropolitan Mqistrat.e or • Judi-

cial Magistrate of the first class aball try an ojIence pUDiabable UDder 
this Art 

81. (1) Subject to such conditions as may be prescribed. any otBcer 
empowered by the State Government in this behalf may, either belon 

15 or after the institution of criminal proceedings under this Act, accept 
trom. the person who has committed or is reasonably suspected to have 
committed an offence under tilis Act, by way of composition cd IU.Ch 
o!tence. a sum ojl money not exceeding such amount u may be prelCdbecL 

(02) Where an offence has been compounded under sub"8E!Ction (1). 
~o the offender,'if in custody, shall be discharged and no further proceecl-

iDIB shall be taken against him in respect of such oftence. 

82. (1) If the Registrar or any other office!' authorised by him in thia 
beliAif, has reason to suspect that any perlon conducts, or !a re8pODIible 
for the conduct 01, a chit .in any place U1 contravenLion 01 the provJaloDa 

2S of this Act, he may, £Or r~sons to: be recorded in writing and at aDY 
nuonab1e time, enter into and. search such place, aDd may .... lUCIa 
books, retisten, accounts or documenta as may be D8C8II11'J. 

(2) The Registrar or- ofIlcer authoriled by him in W. beh.Jt. may 
apply for aui.staDce to an oftlcer in charge of a police .taUoD uacl take 

10 police oGlc:era to accompany and a8Idst him in d.t8cbarIiDI hill cluUea UDder 
wi>-aection (1). • . 

(3) All searches under sub-section (1) shall be made in aCGOl'dace 
with the provisions of the Code of Criminal Procedure, 1873. 

83. The Registrar and an offtcers appointed by the State GoverIuDat 
35 to iiiiform py functions under this Act shall be deemed Lo be publJc: 

45 of 1110. MrVaIlta within the meaning of section 21 of the Indian Penal Code. 

1M. The State Government may, by notification in the Oftlcial Gazette, 
,--

direct: that any power (o.ther than the powt>l' to hear appeals ur to make 
rules) exereisable by it under this Act or the rules made tbereuDder 

fO may be exerdsed a1lo by any officer of the Stale Government subjeet to 
I ~ch term! and condlti".,., tt any, a.~ may he 5pf!'Cift(:!d thereIn. 
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85. Notbin, in this Act shall apply in r8ipeCt of-- tal" any chit started before the commeaceraem of tbD Act; .. 
(b) any chit the amount of which, or where two 01' man eldts 

were started or conducted simultaneously by the same foreman, the 
agregate amount of which does not GlCeed one' JaUDdred' tuJII88. 5 

81. .(1) N'otwi4l1lstandil\.g anything CGntaiD.ed., in this Mt, De' bank shall -eoDImeDCe 0; carry on chit buaiDeu after the commeneemeut of tbfa Act. 

(Z) Where a chit had been .tarted by any bank before auch COID-
Ullcement, such chit may be continued after such commencemen~ lUlU! 
it is completed, and the provisions of' the chit agreement and such lawa, 10 

if any, as were app,licable to it immediately before the comrnencemeD~ 
of this Act shall apply to such chit. 

EzpllJ1l4tion.-For the purpG8eI 0' this section "bank" meaaa aD ap-
proved baDk or a co-operative bank as deftned in clause (bii) of IICU8D 
2' cat tAe Reserve Bank of ladia &:t, 1934. 15 2 of 11M. 

87. The State Government may, in consultation with the Reserve - . 
~ by no.tlJiaatiolL in the 01BciaJ. Ga&ette, and subject to such coMi-
tiena 8S aay be specified in the notilication, exempt any person or clUI 
va, peliOlla or any chit. or clasa of cbits trom all or any of the pro~ 
of Ws Act, 

88. No suit, prosecution or other legal proceeding shall lie against the -State Government, the Registrar or other officers of the Sta.te Govem-

ao 

ment or of the Reserve Bank or any of its officers exercising any powers 
or discharging any functions 'UD.der this Act in respect of. anything which 
1'8 in good' faith done or intended to be done in ~uance of this Act or Sl5 
ta. J7Ules made thereunder. 

89. (1) The State Government may. in consultation with the Reserve 
Jian~by notit1cat.ion in the OIDcial Goette, make rules for giving dect ' 
to the proviaioD& of tbis Act. 

(2) In particular, and withQut prejudice to the generality of the SO 
ftJreaotng' power, such rules may provide for all or an)" of the fellow-
trramatters; namely:-

(a) the form and manner in which an application for obta,n'q 
the previOUS s.anction may be made under sub-section (2) of aectlon 4; 

{b) the aciditional parUc1dara that a chit •• ee:weat lMy, CGntaiD 35 . 
under ~use ~q) of aub-eectioG €l) of seetiOIl 8; 

(c) the particulars that may .. be included in the minutes of the, 
proceedings of a draw under seetiGD 17; 

(d/) Ule method of valuatiaID. by tile Begi8trar in a gram eJUt 
for the pul'poee of turnisbiDg security under aecUon 20; 4D 

(e) the procedure that may be followed by the Registrar ill 
r.leasing the security fumiahed by the :foreman under aeetiOD 20; 

<f> the registers and books and the form iD which sub I'IIIf*In 
and books may be maintained Dy' the foreman unde1" 'sectiQll 23; 

(g) the time within which the balance-sheet aDd tile pwflt. atld "5 
1091 aeeotmt in respect of a chit business shalt be filed UDder IIdiaD 
Ui Ie .. :, 



5 

10 

15 

11 

(Il) the rate at which interest shan be payable on the defaulted 
instalments by a defaulted subscriber under section 28; 

(i) the particulars that may be included in an Application fer 
the winding up of chits under section 49; 

(1) the procedure to be followed for the winding up of chHa 
ader Olapter X; 

(k) the fees payable under section 63; 
(1) the auditing of balance-sheets and the profit and lou Ie-

. GOIIIlta of chit business and the issue of audit eertfftcates; 
(m.) the form and manner in which a dispute shall be reterre4I 

.to the Registrar under section 64; 
(ft) the proeedure to be foUowed by the Registrar or his no-

miDee for settling the disputes referred to ~m under :section 84: 
(0) the mattera referred to In clause (f) of 8ubosection (I) oe 

s8etlon 67; I 

(P) the conditions subjeet to which Imd the amount on .. 
p811J18Dt of which compmdtfon of offences may be made UDd ..... 
tfaD 81; " - . 

(q) the form and manner m which an appealm.y be preferred 
=cfc t!lfs Aet and tbe fees payable for meh appeal; . 

(,.) the illUe and Hl'\'ice of notices or -other l't'Oces! uncier t1sl. 
Ad; 

(.) the procedure for, and the manner of, receiving 8JIY IaJIl 
,ayable under tw. ~; 

(t) any other matte!" whtch ftl requfred to be or mav be ~ 
_bed.. 
(3) Every rule made under this section shall be laid, 8" soon as may l be after it is made. before each· House of the State Legislature 'wbere f SO It consists of two Houses, or, where such Legislature consists of one 

r Aadhra House, before that House. 
r Praclel1a to. (1) The Andhra Pradesh Chit Funds Act, '19'71, the XeNta . Repeal 
t t:,t 8 of cmtles Act. 1975, the Maharashtra Chtt lI'unds Act, 19'14, the 1'amn .. 
t ~la Nndu Chit Funds Act. 1981, AS fn force in thp. State nf TRmU JlQ'adn and ...... 
i Ad JI In the Union territories of Chandtgarh and Delhi, the Uttar Pradesh 

~
t 1171. 35 Chit IPunds Act, urm, the Goa, Daman and DIu Chit Ponds Act, 1m 

.lIabllnlh- and the Pondieherry Chft Fund, Act, 1988, ~ hr:"eby repealed and the 
::. "" provlstoDS of aec:tlon 8 of the General Clauses A{,t. lSf1'r """II aJ)l)J,. to 

L·i7..u meh zepea1 as if eacl1 such Act to. repealed were • Central Act. 

t: ::;. at (f) Notwithstanding sueh repeal, the Acts mentioned tn INb-seetfoft 
1881. 40 (1) ahall ccmtfnue to apply to chit. In operatfcm on the eommener.neat 

. Uttar of this Act, hi the same manner as they applied to such chIt. befoN .ueb 
~et eommeaeemeat. . ~;t.~ 1..,,, 

'.0.. 
:Daawa 
ancIDlu 
Act l.af 
'1m 
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APPENDIX I 

(vide para 2 of the Repon) 

Motion adopted in Lok Sabha for reference of the Bill to the Select Committee 

"That the Bill to provide for the regulation of chit, fun4s and for matten 
connected therewith, be referred to a Sciect Committee consisting of 21 
members, namely:- . 

(1) Shri Era Anbarasu 
(2) Dr. A. U. Azmi 
(3, shri Maganbhai Barot 
(4) Shri Subbarao Chowdary Chitturi 
(5) Shri R. Y. Gborpade 
(6) Sbri Krishna Kumar Goyal 
(7) Shri P. IC. Kodiyan 
(8) Prof. P. I. Kurien 
(9) Sbri Sunll Maitra 

(10) Sbri Ramjibhai Mavani 
(11) shri Nitjananda Misra . 
(12) Sbri CulDbum N. Natarajan 
(13) Shri Bhola Raut 
(14) Shri T. R. Shamanna 
(15) Shri. Sb8ntaram .PQ!dukhe. 
(16) shri Pratap BhaIlu:-Sbarma 
(17) Shri Shiv Shankar 
~18) Shri Rana Vir Singh 
(19) Shri Bhausaheb Thorat 
(20) Shri .Girdhari La! VYIl5; 'and 
(21) Shri R. Venkataraman 

., 

with tnstructiOl1l to report' bY tM last· day of the fi,nt week of the Sixtb 
Seui:on." 

.: , .... . - .,' 34 



UIN1J'mS OF TIlE SITllNGS OF 'mE SFI ECT COMMITI'EE ON niB 
aliT FUNDS BILL, 1980 . .' 

I 
FInt .... 

Tbe 0Jaunitte0 lilt on TueadaY. the 27th January. 1981 from 15.00 to 1$.SO 
houri. I .. , .. , ..• , .• ..;. .......... II:!IIA 

2. Dr. A.U. Azmi· 
3. Sbri Mqanbbai Buot 
4. Sbri R. Y. Ghorp8de 
5. Sbri P. K. Kodiya 
6. Prof. P. J. Kurieo 
7. Sbri Sunil M.aitra 
8. Slut Nity~ Mift 
9. Sbri .Cumbum N. Nataraj8!l 

10. Sbii Bbola Raut 
11. Sbri T. R. Shaman_ 
12.. Sbri Slumtaram Potdukbe 
1~, ~ 'Shiv ~nkar 
14. Shri RaDa Vir SiD&h 
15. Sbrl Bha1ll8beb lborat 

Sac"T~T 

. 1. Shd GlaD Oa~Addltlolttll,~ 
2. Sbri S. S. Oaaw1a-8m1or Leiulatlv, contnittiH 0,,«, .. 

'LICHILATIVB .~., ... 

1. Sbri S. Ramaiah, loint Secr,tary awl lA,uMdve COUllHl 
2. SIui C. Raman MeDon, Additionol Ltgisllltiv, Cowuel. 

.. . 

RB'UUNTA.TJVBS OF THE MINISTRY Of FINANCE CDEPAIlTMBNT OP 
EcoNOMIC ApPAIU-~NK1NG OMSlC»f) 

1. Sbri R. N. Malhotra, SecrctlU')'. 
2. Sbri Ba1dev Sinab, Joint Secretary. 
3. Sbri C. W. Mirc:baadani. Deputy Secretary, 
4. Sbri R. AnllBji Rao, Olief 08i~r, Reserve Bank of India. Calcutta. 

• 

S. Sbri B. N. Cbikarmane, Deputy Chief OfIicer, Reserve Bank of IncHa, 
.Bombay. 



36 
i At tile au_ the Clmirman welcomed the membcn of ,the C"nnlttee aDd 

\fcfcmd to tile importaoce &lid UlJCDCY of the proposed leIi*tive meaaUl'ea aDd 
,the talk. befJOrc the Committee. The ChainDm ,also, wormed them about the cir-
culatioa. of documents on the Bill~ 

3. The Minister of LaW, ,lustKie ad ~ ,Mairs and Deputy 'Miwstei-' 
,of F1Il&DCe aJao explained to the Committee the background, implicatioaa aDd the 
urpDC)' of the proposed leaialation . 

•. ~""lIIi_" ooosjdcced.bir .fDtll.feI,pAWIUJ_ .eX,...., 
, The Committee decided to invite memoranda on the Bill from the State GdV~­

menta, Chit Fund Companies, Puliic ~es, Organisations,' individuals etc. 
iDtereatcd in the subject matter of theM ~JDe .a.t.~ 1_ for their 
coaaideratiOA. 

, .. ~~. "-

The Committee also decided that"a 'ekcftlar letter miJbt be addressed to Chict 
Secrotariea of all State Governments/Union Territory AII_is .. aSilas "'invitiJll 
their Governments' Oomments/sugestions on the provisions of ~th,e 'Bill' by the 
211t February. 1981. ''' __ .• .. 'a:",v"~ _,'~ I '. ~ 

S. Tho Committee furthc.r decided that oral ,.evi4tnto *OIIl:.&llc illtereste« 
pani.ea should be taken and the Committee authorised ~e ,C1iait1lllD . to select 
putieI for the PUIpOIe. ,_ '. _ .... 

6. The Committee then decided to issue oil "lIIe. . Qua ..... , ~ invitin& 
memoranda. on the Bill and requests from the interested jJ8i'tics :far oral evid-
ence as per annexure. They also desired that 'the contJDtsof~tbe"'Prt8s Com-
munique should be aiven wide publicity by broadcl'lliltnJf ..... ' ... fhrough 
All India Radio/Doordanhan Kendra, respccti ..... . 

7. The Committee desiRd that the MiD1Stry of F'1iliDCo.' ~ 1abOtate the 
momoranda that miaht be rcceivedby the Committee .... d .... · • .... OIl 
die various points raised therein for their consid J '''''I. 

8. The Committee also desired that the Ministry of"p:~ aUiht Ntniah an 
ubaustivc bactaround DOte OIl -.e .. ~ legislative mCIBSure bringing oUI. 
clearly inter alia the mal-practi~ boiU c:ommitWf It' u.., Cbit..FulMl PDpau.iea 
lIi.s+lIU the rea;acdiea p:ovided' ~efor. - , . 

..... . ... . . ," 

9. 'Ibo Committee authoriud the-CJ1ai"DID 10 #X tho date and time of their 
oeD aittiJlI. 

10. The Committee thco Il(ijoumed. 



ANNEXURE 
LOX SABHA&iGB.ETARlAT 

• PRESS COMMUNIQUE 
The Scl~"t Committee of Lolt Sabba on the Chit FundS Bill, 1980, ac their 

first siUing held today under the ChikmB&bip of Sbri Erll. Anbaruu. M.P .• 
dcc:idcd that the State Govemcntlt, .Cibit F.ued Companies; puPlic bodies. or ... 
oisatiooa and individuals, etc. ioterested in the' su~jcct matter of the Bill and 
desirous (f submiUioa memoranda OIl the provisilat,'Of"'he'8lll'0t0i'.llIidcntioa 
of the Committee &bouId scod preferably -45.~ ,lbar_.", 1I'''.1!PIda the 
Secretary, Lot Sabha, Parliamcot House Annexo, New.Dllhi. Oft fI'~ 20th 
FebrlMll"Y, 1981. no Bill, which is a Central leaiDtioD, ICCb to reculate tile 
conduct of chit funds uoiformaly Dod follows the pattern ." cldt 1ad Jesis-
laUoo in force in lOme of the States. The BilHn., dUG 'JIIftWIdca'- ejo.jnpgn 
capital requireme~ts for companies coDuucting chit "N·_." Jin*i ... ebit fund 
companies from doing any other business, ."pllciqa'la.cciliqj .. ~ ¥lR'pto • 
chit amounts of chits and a self~taioed machinery for ,ae~UcmCDt of disputal 
between a foreman and the subscribers by means of 'attJltratlon. "I'be''Bi1I allO 
seeks to repeal the existing State legislatioosen Ilhe-lulllttGt. 

The memoranda which might be submitlcd -to '-tile -QwMmibe ... ~ form 
pan of the records of the ComrrHttae ... IIMIuld be treated as strictly con(iMrt-
lUll and DOl eirQalelcd to an)'ODe, as.such an 'act would .:onstitUle a breach of prl-
vileac of ~''t:oDlm1ttcc. 

Tboso who arc desirous of "IiviDJ -oral ~,tI:fore the Committee, .... 
seodioa m ....... , .. ,~aoJ.D&ialate.$o that.~ tell»,U;Jt Sabia 
Secretariat for .ooosidcratiOll of tile CommiUOc by the afORlaid date. . 

The. Chit Funds Blll. 1980, as introduced in Lolt Sabba, was publilhed in tho 
Gazette Of~lIIdia, '1h1Ia-erdhtary. Pm 1I,'SeedoD '1, eat ... QIIh.l ..... ~ 

'1980. 
NEW DEUIl: 

January 27. 1981 
MaPa 7. 190:l.(Saka) • 

•• j, 

.! 0'". 

. Cgfcxwatded for information lO:- . 
l~"I"r!G .... l(SIui ,U.L. Baruah), AIllDdia Jbdio,.New ,J)f1bi. 
'2.lJJIIe •• l 1g .. cat .( .... S. '.P. 'NIfer.Ia).I~ ....... JwIIL 

'It • req...r·lIlat this lIIa)"pIeae'" brDIcIcIR ......... _4 a.il. L 
alid '1&IeUl"from' tI1.~ ...... '-oil' .... .-c .... ' ....... -
ma&ioD to this effect may kindly be sent to this Secretariat'''fer'fIIIW • ....., 

• t6Ilcct. OMIIIitllCe. 

. .' 
.... R ~ ' •• "" ..... " • 

. :47 ..•... ~. ..... 1.' .. '.: • J"';'~~I\ • 
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'tilt COmmittee sat on 1bunday, the 9th April, 1981 from 15.00 to 15.40 lin. 
1..""" 

.' 

PRESENT 
Shri Era. Anbarasu-.:chairman 

MEUBUS 

!,ok SQIHta 

2. ·Sbri Maaanbhai Barot 
3. Shri Krishna Kumar Goyal 

...... Sbri P. K. lCodiyan 
S. Prof. P. J. lCurien 
6 .. Sbri Nityananda Misra 
7. Shri T. R. Shamanna 
8. Sb,ri Shan1aram. Potdukhe 
9. Sbri Shiv ShaDbr 

10. Sbri G~ La! Vyus 
11. Shri R. Vea.kataraman 

SICUTA,lUAT 

Sbri S. S. Cbawla-Senior Legl8lative Committ.e Olflc.r 

LBOISLATIVE COUNSELS 

1. Shri S. llamaiah, Joint Secretory cmd Legialalive Couns.' 
2. StIli C. Raman Menon, Additional Lelislat;ve Cou_'. 

~ESBl'JTAnV£S OF THE MINISTilY OF FINANCE (DEPARTMENT • OF 

• 

" EcoNOMIC AFFAIRS-BAN~NG DIVISION) 

l, 
, ,'. 

1. Sbri R. N. Malhotra, Secretary 

2. Shti Baldev SiD&b~ 10int Secretary. 
j "... . ... 

3. Sbri C.· W. MirchaDdBDi, Deputy Secretary. 
4. Sbri R. Anuaji Raot Cbief Officer, Reserve Bank of India, Calcutta. 
S. Sbri B. N. Chikarmanct Deputy Chief Officer, Reservo Bank of mdia. 

Bombay. 
2. At the outset, the Chairman informed Lbe Members that in resp0D5e to 

the PEw Communique aad circular lettor issued, several memoranda on the IW 
were receivoc1 aDd circulated. He 'also informed them tbat the memoranda were 

. beiDa elamined and tabulated by the Ministry of Finance (Department of Eco-

. aomic Aftaift) and the ttlbulated statements would be circulated in due course. 

, '! , Tbo Qainnao also infOl'lDed the members that several requeats from various 
......... partiea for the purpose of hearine their views at their respectiVe pIaceI 
.baft beoa nc:eiwd,. . ," ... , 

3. Tbc ColDDlittee tllen co~idered their programme of hearing oral evidcace 
_ cbt am IRa tile interested parties. While discussing whether the Commiuoo 
sbouki' Q1lIbta'ke Study Tours to bave infor~ discussiOQs with the interested 
,.. Qf to hald forDuIl ~ for tI):iq oral evkloDco at ~ places in * 



39 
cOUDtry, tho Minister of ~ (Sbri R. Venkatmamen) • ...,.u.cI tblt tile 
Committee should bold their sittings for taking evidence in the Sta.. wbere 
Chit Fund Companies were mostly concentrated viz. TImil Nadu. KII'IIItIb, 
Kerala. Andhra Pradesh, Maharasbtra, West Bengal .and Delhi. He Il1o 
suggested that for this purpose, the Committee could hold their formal IliUl .... 
ilt tho State capitals in the Slate Assembly buildings as far as pou1blc, sUbject 
to approval being accorded by the HOIl. Speakcr. 

As some Dlcmbers pointed out ,that it would not be pouiblo to CO¥Or all 
these States at 'A stretch, thc Committee decided to complete their proarammo 
of taking evidcncc at the following places in three 1WIldI: 

(i) Maw, Banplore U1d Trivandnun; 
(ii) Calcutta, Hyderabad and Bombay; and 
(iii) DeUli to cover Delhi, 'Punjab and U. P. 

4. Tho Commi1tee alJo decided that in the fint rowad they JbouId hold dIeir 
llittinp for ~3 days each at Madras, Banga~re aDd TrivlIJdnQD from 28th 
May, 1981 onwards. " 

S. Thc Committee further decided that the programme ol,the!r aezt iouad of 
sitti. to cover odIcr Stele. miabt be decided at the end of their flrst rouod of 
cvidence. . . 't'· ~·~;\ij}j.aJ;'~1 

6. Tho Committee thea authorised the Chairman to CbBlt· out tho 'deriDed 
programme of takina cvideace and to select piudel for the purpoIe. 

7. The Committee then, adjourned. 



......... m ..... .... 
-"ftc ~initb sat on T'ltUrsdiy,.the 28th Mal'. 1981 from 10;00 to f3:2$' 

houR ill Conference Hall, lOth PtoOr. NeW -secretariat BuilcfiDr; MSdias. 
L "..' PRPSBNT 
:' 1 .:'~~.~ .. ' 

Sbri Er,a ...... a.~,.." .. t 

Miluaiu 

2. Dr. A.U. Azmi 
",' '0" • ~ 

'.' ..''''' SItrt'Mapntihaf ~rot' 
:,;..:-: .... '4. Sbri Knibna KUmar GOyal 

" ' .' 5. ~ri P. K. Kodiyan ..... " 

~ ''!- " . "6. ShIi Ramjibhai. MlLVani 

•..... 7 .. Shri Combum N. Natarajan 

J..~.:~ .~.~SIarlT .. a. .. ShlNDaPRI, 
9 ......... 11 _Palll*lto' 

SECRETAo'RUT. 

Sbrl S. S. Chawla-Senlor l.8gJrklti,~ Committee Of/icer 

REPRESENTATIVES OP THE MINISTRY OP FINANCE (DEPARTMENT OP 
EcONOMIC AFPAlRS-BANlCING DIVISION) 

1. Shri R. K. Kaul, Additional Secretary (Banking). 
2. Shri V. P. Sawhney, Joint Secretary (Banking). 
3. Shri C. W. Mirchandani, Depu!y Secretary. 
4. Shri R. Annaji Rao, Chief Officer, Reserve Bank of India, Calcutta. 
S. Shri B. N. Chikannane. Deputy Chief Officer, Reserve Bank of 

India, Bombay. 
2. Before the Committee proceeded to hear the evidence of the representa-

tives of the fol1owing organisations, individuals, etc., the Chairman drew their 
attention to the provisions contained in Direction 58 of the Directions by the 
Speaker under the Rules of Procedqre and Conduct of Business in Lot 
Sabba:-

I. CoimbQlore District Chit Funds Asrociation, Coimbatqre 
Spou".,,: 

t. Sbri T. S. Sambamurthy, President 
2. Shri V. Rajkumar, Secretary 

(10.00 to 11.05 hn.) 

n. TM.il Nadu Chit Fund Companies Auocltllion, Ti,.,,,,lvtU 
Spoit"".,,: 

1. Shri T. S. Sambamurtby, 'PresideDt 
2. Shri T. Subramaniam, Assn. Secretary 

40' 

I : 
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3. Sbri A. S. RaDpawamy. Sec:raary 
4. Sbri Pvmativam, Member 

(11.10 to 11.55 bra.) 

m. (a> Sutlar8htrn Finance CorpoI'tItioll, MtIdrtu 

SpPkft8lMlI: 
1 •. SbD.C .. B.r.M.c.!Wam.. 
2.Shri P. J. ~l 
!. Sbri N. C. Sahadcvan 

(b) SutJarShtJlI Chits (India) LIIl., MfIIlrta. 

Spoianwll: 
1. Sbri IC. P. BdaD 
2. Shri M. Setbaran 

(12.00 to 12.55 bra.). 

IV.(a) Shri S. IC. Bbarath, MaDaaer, tJDbII. Owmr"~,.M.tJws. 
(b) Shri Ie. A. PaWUawamY. Advocate, Salem 

(13.00 to 13.20 bn;. 

S. A verbatim record of evidence was kept: 

4. The Committee then adjourned to meet apbl at 10'.00 hn.· on Friday. 
the 291k May. 1981. 



IV 
Fourth SltdDg 

The Committee sat on Friday, the 29th May, 1981 from 10.00 to 13.30 ho. 
in Conference Hall, 10th Floor, New Secretariat Building Madras. 

PRESENT 
Shri Bra. Anbarasu-Chairman 

MEMBBRS 
Lok Sabha 

2. Dr. A. U. Azmi 
3. Shri Maganbhai Barot 
4. Shri R. Y. Ghorpade 
S. Shri Krishna Kumar Goyal 
6. Shri P. K. Kodiyan 
7. Sbri Ramjibhai Mavani 
8. Sbri Cumbum N. Natarajan 
9. Sbri T. R. Shamanna 
10. Shri Shantaram Potdukhe 

SBCRETARIAT 

Shri S. S. Chawala-Senior Legislative Committee Officer. 
REPRESENTATIVES OF THE MINISTRY OF FINANCE (DEPARTMENT OP 

EcONOMIC AFFAlRS--BANICING DIvISION) 

1. Shri R. K. Kaul, Additional Secretary (Banking). 
2. Shri V. P. Sawh'ne'y, Joint Secretary (Banldng). 
3. Shri C. W. Mirchandani, Deputy Secretary. 
4. Shri R. Annaji Rao, Chief Officer, Reserve Bank of India, Calcutta. 
5. Shri B. N. Chikarmane, Deputy Chief Officer, Reserve Dank of 

India, Bombay. 

2. Before the Committee proceeded to hear the evidence of the representa-
tives of tbe follO'Wing organisations, individuals etc., the Chairman drew their 
attention to the provisions contained in Direction 58 of the Directious by the 
Speaker under the Rules of Procedure and Conduct of Business in Lot Sabhe: 

1. Incorporated Chit Fund Companies ASSOciat;On, Mayavaram (Tamil Nadu) 
Spokesmen: . I ,- ~ 

1. Shri O. M. Ramachandran, President 
2. Shri R. Kalyanasundaram, Secretary 
3. Prof. S. Radhakrishnan 
4. Shri V. Dharmaraj 
S. Sbrl K. M. Balavenkatraman 
6. Shri M. Satputran 
7. Shri K. J ayachandran 

(10.00 to 11.05 hra.) 
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• n. (tI) Salem Chit FIIIfIh & FilltlllCts AssocitlliOft. StWm 

S~: 

1. Sbri R. Baleskumar 
2. Sbri Vyapuric 
3. Sbri S. Krisbnamoortby 
4. Sb.ri V. Jayecbaodran 

(b) Ruby Corpol'tltion, Tiruchy 

Spokesmen: 
1. Shri K. S. Shanmupam. Managing Partner 
2. Sbri M. Govindarajan, Asstt. Manaaing Partner 
3. Shri T. Varadharajan, Partner 

(11.10 to 12.05 brs.) 

111. Chit FOremen of PoIlIJchJ, Colmbtltore DiItrlct 

Spokf!slMn: 
1. Shri S. Krishnamoortby Krisbnamoorthy Chit PuDda 
2. Shri S. Pua.msivam Krisbnamani Chit Funds 
3. Sbri A. Manickam-Chit Agent 
4. Sbri P. C. Vuudevan-5ri Sanmuga Chit Funds 

(12.10 to 12.45 brs.) 

• i .... 

IY. ShrI S. Yenlcattll'tl1lUlll, Dirf!Ctor (Rf!td.) , P.&'T. Dt!ptt. 12/2, 12th Av"...,. 
Ashok nfIIO'. Mtldror-600083. 

(12.50 to 13.25 I1n.) 

3. A verbatim record of evidence was kept. 
4. The Committee then adjourned to meet again at 10.00 hoUR on saturday, 

tho 30th May. 1981. 



V 

Fifth SittiDa 

The Commjttee .t OD Saturday, the 30th ~, J9Bl.· frqm, JO.QO to 12.38 
hours in Conference Hall, 10th Floor, New Secretariat' BlIilcIiq, Mack •. 

PRESENT 

MEMBEllS 

2. Dr. A. U. ~ 

3. Sbri R. Y. Ghorpade 
4. Sbri....., ... )~J~ 
5. Shri P. K. KOdiyan 

6. Shri Ramjibhai Mavani 
7. Shri T. R. S~ 
8. Sbri.~ ~d~e 

9. Sbri R. Venkataraman 

SECRETARIAT 

Shri S. S. Chawala-Senior Legislative Ccmrmittee' ~ 

REPRESENTATIVES op THE MINISTRY OP FINANCE (...-A&;I¥In40P 
EcONOMIC AFFAIRS-BANKING DIVISION) 

1. Sbri R. K. Kaul, Additionol Secretary (Banking); 
2. Shri V. P. Sawhney, Joint Secreary (BankilJr). ' 
3. Sbri C. W. Mirchandani, Deputy S~ary. 
4. Shri R. Annaji Rao, Chief Officer, Reserve Bank at India, CalcuttA 
S. Shri B. N. Clik.8I1Il8De, Deputy Chief Of/icer, Reserve BtlItIc of 1ndit4 

Bombay. 

2. Before the Committee proceeded to hear the evidence of the representa-
tives of the following organisations, and the State Govt. /Union Territory Admi-
niMration etc., the Chairman drew their attention to the provisions contained in 
Direction S8 of the Direc:tions by the Speaker under the RUle. of Procedme aM 
Conduct of Busineaa in Lot Sabha: 

T. RallUMry Benefit Clttt Fund (P) Ltd., MIldra.t 

Spokesmen: 

1. Shri B. S. Raja, Advocate 
2. Sbri M. V. Vaidyanathan, Director 

(10.00 to 11.20 hra) 
.. , 

:, :; 

~ ... 



U. GOV.l1II'MnI 01 T«m/l NlIIlu 

Spokesmen; 

1. Shri P. V. Venbtakrishnan, 
Commidmrr~.t; Secretary to Govel'lUllellt, 
Commercial Taxes It; Religious Enclowmncota Deptt. 

2. ,ibri ,R. •... Shaom. SihllDaDi, 
Inspector General of Rqistration and Director of OUts. 

3. Sbri V. M. VenDh"a.i PaDdian, 
Deputy Sec:rotary 'to (JtMl'MaIlt. 

4. Sbri M. Syed, :*."mad, 
Under Secrotary to Oovcl'lllDeDt. 

5. Sbri R. MuthuJinpm, 
Select Grade Sub-ReJistrar 

(11.25 to. 12.10 Jars.) 

m. Union Terrllory Admlni.flrati01l D/ PoirdIcMrry • 
Spokelmm: 

1. Sbri Diaprusane, 
District Registrar, Pondicherry 

2. Sbri Moo Ramaswamy, Chit Registrar. 
(12.15 to 12.25 bra.) 

:'8. ·.-Ai.JCibalim aaard ,of· 0¥id0aI:e waa apt. 

4. The Committee then reconsidered their earlier decision regarding visit to 
Calcutta, Hyderabad .and 'Bombay . for 1M ·fUIPUIe .oftt.alliqioml~. The 
Committee felt that since there 8I'C no requests "r ,cnl'.meace.fraali' West Bcn-
pi aDd Mabarasbtra, the coatemplated littiags. .• t Calcutta ud ...,., for the 
palpea" ... ·!k)fw·heId. 

The Committee also decided tbat tbe parties from Hyderabad, who have 
requested for oral evidencc, Should be invited at New Delhi for the purpose . 

• 5.: '"I1IetJoiDmittee audloriaedtbe Cbail'lD8ll to fix die ••. 8IlCl d8e for ..... 
. JleXt1'elllld ,C)f IitIiop to·hi ·heldet New.Delhi for Use f1IIPOSe ··of ............ eft.. 
"'tIeDce ~_'m'tho flnt·-week.of July. 1981. 

6. The ComIIlIttee placed on ftCOId their wann'8ppreoiation'tfi che valuable 
uaislancc rendered to them by the Government of T8l8il 'NMU in boldina their 
aittinll in the S r '"Idat BuiIdblg. 

7 ~Tbe Conunittee also placed OIl record. their appredatioD tl the valuable 
IllistlDCe ftlDdend to them by the ~ and staJf members of the Incon:Io4s 
Departmeat aDd the Pre9'e1ltive DepIrtmeDt,. CuItomJ, MadrIl. 

8. The ~ tbaaujaumed 10 meet apinl8l.Banaalcn at 10.00 bra. OIl 

\ MQodaY. abe lit J.une, 1981. 



VI 

SIXTH SITTING 

t&e Committee sat on Monday, the 1st June, 1981 from 10.00 to 12.10 hours 
in Coomiittco Room No. 313, Vidhan Soudha, BllllIIIlore. 

PRESENT 

Shri Era. Aobul1su-Chairmma 

MEMBERS 

Lok Sabha 

2. Dr. A. U. Azmi 
3. Shri R. Y. Ghorpade 
4. Sbri Krishna Kumar Goyal 
S. Shri P. K. Kodiyan 
6. Shri Remjibhai Mavani 
7. Shri T. R. Shamanna 
8. Shri Shantazam Potdukhe 
9. Shri Bhausaheb Tborat 

10. Shri R. Venkataraman 

SECRETARIAT 

Shri H. S. Kohli-Senior E:xJaminer of Ques:ions 

• 

R.BPRESENTATIVES OF THE MINISTRY 06 FINANCE (DEPARTMENT OF EcoNOMIC 
AFFAIRS-BANKING DIVISION 

1. Shri R. K. Keul, Additional Secretary (Banking) 
2. Shri V. P. Sawhney, loint Secretary (Banking) 
3. Shri C. W. Mirehandani. Deputy Secrett;l1'y 
4. Shri R. Annaji Reo, ChieJ Officer, Reserve Bank oj India, CalcuttG. 
S. Shri B. N. Cbikarmane, Deputy Chief Officer, Reserve Bank 0/ IndkJ, 

Bombay. 

2. Before the Committee proceeded to heu the evidence of the representa-
. tivea of the following organisations, individual, etc., the Chairman drew their 
attention to the provisions contained in DircctiOti S8 of the Directions by the 
Speaker under the Rules of Procedure and Conduct of Business in Lot Sabba. 

I. Sri Kanyaka Chits & Finances (P) Ltd., Hassan 
Spokesmen: 

1. Sbri H. S. Jayasekara Gupta, 0uUmIaD 
2. Sb,ri B. H. Satyanarayana Setty, Executive Director 

(10.00 to 1l.15 m.) 
U. Shri B. S. Sastry, Section "Head, L.I.C., Bangalorc 

(11.20 to 12.05 brs.) 
3. A verbatim record of the evidence was kept. 

4. The Committee then adjourned to meet apin at 10.00 brs. on TuesdaY. 
tho 2nd June. 1981. 



VII 
SEVENTH SITI1NG 

The Committee sat on Tuesday, the 2nd June. 1981 from 10.00 to 12.05 
brs. in Committee Room No. 313, Vidhan Soudha,. Bauplore. 

PRESENT 

Sbri Eta. A'Ilbarasu~hairmmr 

MBMBBRS 

2. Dr. A. U. Azmi 
3. Sbri Mapnbhai Barot 
4. Shri R. Y. Ghorpade 
S. Shri •. Krishna Kumar Goyal 
6. Shri P. IC. Kodiyan 
7. Shri Remjibbai Mavani 
8. Sbri Bhola Raut 
9 .. Shri T. R. Sbamanna 

10. Sbri SbBDtaram Potdukhe 
11. Sbri Bhausaheb ThoAn 

SECRETARIAT 

Sbri H. S. Kohli, Seaior Examiner of Queatlons 

Repft* ....... of tile l\fini!try fir Fbl8DCe <neu-..... t 01 ~ Alain-
B1nklnJt DMIIoII 

1. Shri R. Ie. lCaul, Additimrnl Secretory (Bartlinl) 
2. Sbri V. P. Sawbney, loim Secretary (Bankln,) 
3. Sbri C. W. Mirchandani, Deputy SecretoTy 
4. Shri R. AnnaJi Rao, Chi,., Officer, Re$NVe Bank of India, Clllcr.llta 
5. Shri B. N. OIibnnane, Deputy Chief Offi~', Rnnve BanJc of IndJD, 

Bombtly. 

2. Before the Omunittee proceeded to hear tho evideDce of the repreIeIIta-
tives of the fonowing Stat. Government. Organisation and iadlviduals etc., the 
Chairman drew their attention to the provisions contained ia Directon S8 <t tile 
Drections by the Speaker under the Rules of Procedure and Coaduct of BUliaell 
hi Lot Sabba: 

I. Govmrmem of iCJImatIlna, BtItftltIlort' 

Spokmnm: ". 
1 Sbri IC. R. Ramaswamy ryeapr. 

It. Secretery, Law DeputmeGt .. -
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2. Shri A. Mohan Daa Moses, 
Home Secretary 

(10.00 to 11.25 boUl'l) 

neal Shri K. N. V. RaG, -Secretery, KarDataka State Urban atizcDI 
Federation, Banplore. 

(b) Sbrj,M. Mtlthu.Xamppan, 99, 12th B,Main.Road, ~ ,Block, 
Rajaji Nagar, Bailgalore-lO. 

(c) Shri H. P. Prakash Kumar, Prakash Coffee Worb, Azad Road, 
Hassan. 

(d) Shri M. Asbok, Kapalia Tailor, Palace Large Bldg., lCumara 
Park West, Bangalore-20. 

(11.30 toJ1.S0bn:) 

m. Karnataka State Chit Promoters and Fi1Ull1Cerl Ann.' Bang_e. 

Spokesmen: 

1. Shrj B. S. Basappa Setty,. Prcsi4cmt. 

2. Shri O. U. Ramanuiam, Vice~datl 

3. Shri D. E. Balarameiah, Secretary. 

4. Shri G. R. Gangadharaih. 
(11.55 to 12.00 boun) 

3. A verbatim. record of evidence was kept. 

4. The Committee placed on record their warm appreciation of the valuable 
assistance rendered to them by the Secretary, Kamataka Legislature, Bangalore in 
holding their sittings in .tho. Committee Room, Vidlaaa .SaOb, Baaplore. 

S.· Th~ COaunitlttoalao placed on record their warm: a.ppaciatjoa&.ot .. tbA", 
valuable assistauce rendered to them by the officers and sMff members of the 
.Inc~tax Department and the Banks at Bangalore. 

6. The Committee then Jldjourncd to meet again at Trivandrum at 1000 hours 
on Thursday, the 4th JUDe, 1981. 



vm 
EIGIlI1I SI1TING 

1be Committee sat OIl Thunday. the 4th JUDe, 1981 from 10.00 to 13.00 
hours ill Darbar BaD, Secretariat BniJdinp, Trivandram. 

PRESENT 

Sbri R. Y. Gh~II. CIttIIr 

MBMIIBU 

2. Dr. A. U. Azmi 
3. Sbri Mapnbblf Barot 
4. Ibrl KrisIma Kumar Ooyl1 
5. Shri P. K. lCodiyaD 
6. SIui R'mjjbbai MavlIIi 
7. Sbri T. R. SbamlDDa 
8. Sbri $h ..... Potdutbo 
9. Shri Bhaulabob Thorat 

SBC3ETAIUAT 

Sbri H. S. Kohli, Sntlor E%IIfRlMr of a,.,."" 
RBPllBSBNTATlVBS OP THE MINlsnv OP FINANCE (DBPAaTMENT OP 

EcoNOMIC ApPAIRS-BANJaNG DrvIsIoN) 

1. Shri V. P. Sawbney, 101111 Secretory (BtmkI",). 

2. Sbri R. AJmaji Rao, Chief Of/lcer, Ruerw Bft of 1liliiii, C ..... 
3. Sbrl B. N. 0lik8l'lDllDe. Deputy Chlej OIieer, Relerve Btmk Of India. 

Bombay. 
2. In the abaence of the CuUrman, the Committee elected Sbri R. Y. GboI'-

pede as Chairman for the sitting under Rule 258(3) of the Rulea of Procedure 
IDd Conduct of BusiDe8a ill Lot Sabba. 

3. Before the Committee proceeded to hear the ora) evidence 01 the repro-
aentatives of the following orpnisations and iDdividuaJa etc., the Cbairmaa drew 
their attention to DiRction 58 of the Directions by the Speaker under the rules 
of Procedure aDd Coaduct of Business In Lok Sabha: 

I. Strite Cooperative UniOll, Trivandnlm 

Spokesmen: 

1. Sbri T. A. Tbomman, Chairman 
2. Sbri P. J. Joseph Kunja, Member 
3. Shri P. A. Bhaskarao Nair, Member 

(1000 to 1040 Ms.) 
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n. ChIlInber of Commerce, Trichur 
Spokesmen: 

1. Shri C. M. George, P~ent 

2. Shri Jose Pottokaran, Hon. Jt. Secy. 
3. Shri C. P. Maney, Member 

(l045 to 1130 brs.) 

m. <a) Central Trovancore Chitty Foremen's Aa.rocitJtion, lCtJrU1flllPllll1 

Spokesmen: 
1. Shri R. Sreekumar, Advocate 

2. Shri AmbadiyU Kuttappan, Vwe-President 

3. Shri R. Kesaran Neir, Secretary 

(b) AU Kerala Chitty Foremen's As.wciatiolt, Kottayt.Jm 

Spokesmen: 
1. Shri Thampan Joseph, President 

2. Shri K. E. Vasudeva Psnicker, Treasurer 
(1135 to 1200 hrs.) 

IV. Chauva Cooperative Rural Bank Ltd., CtmnanDre 
Spokesman: 

Shri Poogbali Gopalan, President. 

(12.05 to 12.20 hrs) 

V. Shri O. V. Verghese, 

Rctd. Inspector General of Registration, Trichur. 

(1225 to 1230 hra.) 

VI. MI', Muthoot M. George Chit, (lrulla), Ltd., lCo~; ~ 
Spokamtzn: 

Shri George Alexander, ACA 

(1235 to 1325 hrs.) 

4. A verbatim record of evidence was kept 

S. The Committee then adjourned to meet again at 0930 brs. on Friday, the 
Sth June, 1981. 



IX 

NIN11I SlTfING 

The Committee sat on Friday, the Sth June, 1981 from 09.30 to 13.00 brI. in 
Darbar Hall, Secretariat Buildinp, Trivandrum. 

PRESENT 

Shri Bra. ~u--Chalrman 

MaIOBllS 

1..01 &lbha 

2. Dr. A. U. Azmi. 
3. Shri Mapnbbai BIIOt 

4. Shri R. Y. Oborpaclo 
S. Shri Kriabna Kumar Goyal. 

6. Sbri P. ~ Kodivan. 
7. Shri Ramiibhai Mavani. 

8. Shri T. R. Shamanna. 
9. Shri Shantaram Potdukhe. 

10. Shri Bhauaabeb Thorat. 

SECIlETAalAT 

Shri H. S. Kohli, Senior Examiner of Questions. 

RBPRESBNTATIVES OP TIll! MlNufty 0. FINANCB (DBPARTMBNT OF 

EcoNOMIC ApPAIU-BANlClNO DIviSION) 

1. Shri V. P. Sawhney, Joint Secretary (Banking) 

2. 8hri R. AIIDaji Rao, CIUI O/1ictw, aa.rve B_ t1/ I".., CaIcuttQ. 

3. Shri B. N. Chikarmanc, Deputy Chkf Officer, ReID'Ve Bank of India, 
Bombay. 

2. Before the Committee proceeded to hear the oral evidence of the represen-
tatives of the foIiowiDl State Oovernmeut organisations aad individuals etc., the 
Chairman drew their attentioa \0 Di.roction 58 of abe Directioas by the Speaker 
under the Rules of Procedure aDd Conduct of Business in Lok Sabha: 

51 



52 

I. Government qf Kerala, Trivandrum 

Spokamen: 

I. Shri M. S. Joseph, Registrar of Co-operative SociotieI. 
2. Sbri G. Baswara Warriar, Inspector General of Registration. 

3. Sbri T. O. Raman, Dy. Inspector General of RegistratiDD (R.Q.). 

4. Shri P~ter Victor, Asstt. Inspector General of Registration (Chitty 
Schemes) 

(09.30 to 10.55 hn.) 

n. AU Kerala Chitty Employees! Union Kottayam. 
Spokesmen: 

1. Shri p. S. C. Panicker, Secretary. 

2. Shri lCuttappan Nair, Executive Member. 

3. Sbri M. P. Rajappan Pilla, Executive Member. 
(11.00 to 11.05 brs.) 

IU, Kerala State FIMnCial Enterprises Ltd., Trlchur. 

Spokesmen: 

1. Sbri IC. Abdulkader, Olairman 

2. Sbri N. Ramachandran, Managing Direct~. 
(11.10 to 11.40 brs.) 

IV. KlI1'i Foremen's Association, Trichur. 

Spokesmen: 

1. Shri T. R. Pew, President. 

2. Sbri IC. A. Thomas, Director. 

3. Shri T. O. John, Director. 
(11.45 to 12.35 brI.) 

V. Sbri C. M. Joseph, Ex-Municipal Otainnan, Trichm. 
(12.40 to 12.45 hn.) 

VI. Dr. K. M. K. Nayar, 

"Binushma", Padmanagar, Fort P.O. Trivandrum-23. 

(12.50 to 12.55 brs.) 

3. A verbatim record of evidence was kept. 

4. The Committee reconsktered their earlier decision taken at the sitting held 
on the 30th May, 1981, and decided that the Committee should also visit Cal-
cutta, Hyderabad, Bombay and Gujarat (including Ahmedabad) for the purpose 
of taking oral evidence from the interested parties some time in the first week of 
July, 1981. 
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S. The Committee also decided to extead the time for receiving memoranda 
OIl the Bill and requests for oral evideDce upto 30Ih Juno, 1981. 

6. The Committeo authorised tho 0Wrman to fix the date aDd time of their 
next round of sittings and other matters relating to formal sittiDp outside DeIbi 
in consultation with the MiDister of F"mance and inform the Members acconliDg1,. 

7. The Committee placed OIl record their warm apprecratiOll of. the valuable 
assistance rendered to them by the Secretary, Kerala Legislative Assembly and 
ofIicers of the Government of. Kcra18, Trivandrum in holding their sittings in 
'Darbar Hall', Secretariat Buildings, 11rvandrum. 

8. The Committee also placed OIl record their warm apprcciatioG 01. the valu-
able auistance reudered to them by the ofticers and staff members of liK:Ome-tu 
Department aDd the Banks at Trivandrum, oftk:ers of the Ministry of FbDce 
(Department of Bcoaomic Alain--BaDking DivisIon) and the Information Offi-
cer, Press lafonnatioD Bureau (MiDUtry of 1nf0l'lDlti0ll IUld Broadeutlna), 
Trivandram. 

9. Tbe Committee then adjoumed. 



:x 
TENTH SIlTING 

The Committee sat on Thursday, the 2nd July, 1981 from IS.00 to 17.30 
hours in Committee Room, Circuit House Annexo, Ahmedabad. . 

PRPSENT 
Shri Era . Anbarasu-Chairman 

MEMBERS 

Lok Sabha 

2. Dr. A. U. Azmi 
3. Shri Maganbbai Barot 
4. Shri ICrisbna Kumar Goyal 
S. Sbrl Ramjibbai MevaDi 
6. Sbrl Nityananda Misra 
7. Sbri T. R. Shamanna 
8. Sbri R. Venkatvaman 

SECRETARIAl 

Shri S. D. Kaura-Chief Legislative Committee OfJicer. 
REPRESENTATIVES OF THE MiNISTRY OP FiNANCE (DEPARTMENT OF 

EcONOMIC AFFAIRS-BANKING DIVISION) 

1. Sbri V. P. Sawbney, /oi1ll Secretary (Banking) 
2. Sbri R. Annaji Rao, Cheif Officer, Reserve Bank of India, Calcutta 
3. Sbri B. N. Chikarmane, Deputy Chief Of/icer, Reserve Bank u/ India, 

Bombay. . 

2. Before the Committee proceeded to hear the oral evidence of the represen-
tatives of the following organisations, individuals, etc., the Chairman drew their 
attention to the provisions of Direction 58 of the Dire(:tions by the Speaker under 
the Rules of Procedure and Conduct of Business in Lok Sabha:-

I. Gujarat Chamber of Commerce and Industry, Ahmedabad 

Spokesmen: 

1. Shri Dilip Parikh, Hony. Secretary, 
2. Shri I. N. Kania, Secretary General. 

(15.00 to 15.45 bours) 

n. Shri Sheth Babubhai Brabmbhatt, President, Gujarat State Coal Mer-
chants Association,S Raopura Society, Navrangpura, Ahmedabad. 

(15.05 to 16.00 hours) 

m. (1) Shri H. L. Dave, 
17 Na'9JUI Colony, Gitamandir Road, Ahmedabad. 

(2) Sbri Shok AmbalaI Shah, 
Ambalal Ice Cream Ie Restaurant, 
Opp: Sports Club, Navr8llgpura, Ahmedabad. 
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(3) Sbri J. K. Agarwal, 

137. Hathikhaoa, RatIDpOle. Ahmedabad.. 
(4) Sbtl Praful C. Trivedi, 

286, Mamas' Pole, Doshiwada's Pole, 
Kalupum, Ahmedabad-I. 

(5) Shri 1. B. Barot, 
Laxmipura, Opposite Vijay Mills, 
Naroda Road, Abmedabad-2S. 

16.05 to 16.15 hours) 
IV. (1) Sbri ShantUal G. Nayak. 

32, Hasmukh Colony, 
Opposite Sangbania High School, 

Naranpura, Ahmedabad. 
(2) Shri l.alchandji V. Najkani, 

Ragbukul Society, Shabi BagII. Ahmedabad. 
(3) Shri B. N. Surajiwala, 

1613, Dhods Pole, AaIodia, Ahmedabad. 
(4) Shri S. A. Patel, 19, Bhavanipur Society 

Nizampura, Baroda. 
(5) Shri M. K. Chaodrashekhar, Datta Bhavan, 

Nivrutti Colooy, Kanchibaua, Baroda. 
(16.20 to 17.00 hours) 

·V. Sbri Chandrakant P. Zaveri, 
Rajabahadur Man.~ion, 2nd Floor, 
22, Apollo Street, Fort, Bombay. 

(17.00 to 17.05 bours) 
VI. 1. Sbri Cbaranjit Singh Bagga, 

7, Appollo Park, Girdbar Napr, 
Sbahi Baag, Ahmedabad. 

2. Shrt H. S. Juani, BireD Textiles, 
Gomtipur Kalida Mill. Co., Ahmedabad. 

3. Sbri IC. D. Rana, Rakbial, Ahmedabad. 
(17.10 to 17.25 bours) 

2. A verbatim record of evidence was kept. 
3. During the COU1'IC of evidence the Committee were inf.onDed thlt the .ube-

cribers in variOUl States had been cheated of their b,ard-camcd moocy by the Chit 
Panels Companies by adopting dubious means and die IUblcriben were not beiDa 
paid their prize money or dues back. The subllcriber. rcqueatcd the Committee to 
do IIOIDCtb.ina to enable them to get their money back. 

After considering the matter at lOIDe leagth, the Committco obIerved that the 
Union PiDaDCe Minister misbt be t"equeated to addresa a aeaeraJ drcuJar letter ID 
aD the aDef Ministers requesting them to get such compJablcl recdved by ~ 
Committee apinac Cbit Funds Cnmpan., iJlvem,ated with • view to like IIIifoo 
able penal action apia the defaultcn. 

4. The Committee thea adjourBeid to meet again at 10.00 hours on Friday, 
the 3rd July, 1981. 

• A. the witness wanted more time, be was, on his reqaeIt pemdttecS to 
come II Bombay on the 6th July, ,Q81. 



XI 

ELEVEN1B srrnNG 

The Committee sat on Friday, the 3rd July, 1981 from 10.00 to 12.30 hOUIl 
in Committee Room, Circuit House Annexe, Ahmedabad. 

2. Dr. A.. U. Azmi 
3. Shri Maganbbai Barot 
4. Shrl R. Y. Oborpade 

MEMBBRS 

Lok Sallha 

S. Shri Krishna lCumar Goyal 
6. Shri Ramjibhai MavBDi 
7. Shri Nity8lWlda Misra 
8. Shri T. R. Shamann8 

SBCRETAJUAT 

Shri S. D. 'lCaura--Chlet Legis1lllive Committee Officer. 

RBpUSBNTATlVBS OP THE MINISTRY OP FINANCE (DEPARTMENT OP 
EcONOMIC AFPAlRS-BANKING DIvISION) 

1. Shri V. P. Sawhney, Joint Secretary (Banking) 
2. Shri R. Annaji Rao, Chief Officer, Reserve Bank of India, Calcutlil. 
3. Shri B. N. ChikllIDlWle, Deputy Chief Otlicer, Reserve Bank of India, 

Bom~. 

2. Betiore the Commfttee proceeded to hear the oral evidence of"thc following 
representative of the State Government and individuals, etc., the Chairman drew 
their attention to the provisions of Direction S8 of the Directions by the Speaker 
under the Rules of Procedure and Conduct of Business in Lok Sabha. 

I. Governme1U 0/ Gujal'at, Ahmedabad. 

Spokesman: 

Shri R. V. Chandramouli, Secretary Home Department. 
(10.00 10 11.30 houts) 

n. Shri Hiralal Gupta, President, . 
Ahmedabad City District Congress Committee (I), 
Ahmedabad. 

(11.30 to 12.00 hours) 
m. Shri Kashyap Rawal, Kelupur. 

Raja Mehta's Pole, Ahmedabad. 
(12.05 to 12.25 hours) 
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S. A verbatim record of evidellco wu kept. 

4. ~ Committeo decidod Chat the fcprcacntatiVCI of tho ~ ~ 01 
India should also be invited to live oral evidence on the provisioaa of the BUl 
belen the Oxmnittee. I 

5. '!be Committee that placed on record their warm appnclati8D for the 
honour done to the Committee by the Chief Minister and hia caItequea by boItin& 
• dinner ill their honour. Tbo Committee also placed on record their apprecia-
tion for the valuable assistance rendered to them by the Secretary. Oujarat Lesis-
lative Assembly aDd the Government of 0qjaraI in IIoldiaa their sittiDp in Om-
mittee Room. Circuit House AaDezc. Ahmedabad and makina av8iJlb1o the 
aemces of tile Reportcra of the Gujarat Legislative Assembly. 

Committee also placed on recorclthelr warm appreciation of tho valUlblo 
'yietaDce readered to them by ,the· officers of the 1Dcome-tax Departmtmt. the 
Customs and Central BIdIe and the officers of ftrioua BaIIb 'It AJnnedabId. 

6. The Committee then adjourned to meet apia at 1 S.OO ho~ OD Saturdq. 
the 4th July, 1981 in the Committee Room. VJdhan Bhaven (New CouDcU HID). 
BombQ. 
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TWl£LFfB Sl1TlNG 

The Committee sat on Saturday. the 4th July, 1981 from 15.00 to 17.50 
hours in Committee Room, New Council HaR, Bombay. 

.: 

PRESENT 

Shri Era. Anbarasu-Chairman 

MEMBERS 

Lok Sabha 

2. Dr. A. U. Amli 
3. Shri R. Y. Ghorpade 
4. Shri Krishna Kumer Goyal 
5. 8hri Ramjibhai Mavani 
6. Sbri Nityananda Misra 
7. Shri T. R. Shamanna 
8. 8hri Shantaram Potdukhe 
9. Shri Bheus'aheb Thorat 

SECRETARIAT 

Shri S. D. Kaura-Chiej Legislative Committee OUicer. 

REPRESENTATIVES OF THE MINISTRY OF FiNANCE (DEPARTMENT OF EoNOMlC 
AFFAlRS--BANKlNG DIVISION) 

1. Shri V. P. Sawhney, Joint Secretary (Banking) 
2. Shri C. W. Mircbandeni, Deputy Secretary (Banking). 
3. Shri K. C. Banerjee, Executive Director, Reserve Bank of India. 
4. Shri R. Annaji Roo, Chief ODicer, Reserve Bank of India. 
5. 8hri B. N. Chikarmane. Deputy Chief ODicer, Reserve Bank of India. 

2. Before the Committee proceeded to heer the oral evidence ,of the repre-
sentatives of the following organisations, individuals etc.,. the Chairman drew 
their attention to the provisioDS of Direction 58 of the Directions by tbo Speaker 
under the Rules of Procedure and Conduct of Business in Lot Sabha:-

I. Shri C. E. Ezhuthachan, 
29/743, Nehru Nagar, Kurio (East), Bombay. 

(l51O to 1530 hours) 
U. Shri M. J. Pcrelm. Bombay 

0530 to 1540 hours) 

m. Mahararhtra Chit Fund Foremerfs AssocilJtion, NurutUlin Chamber, 
D. R. Marg, Bombay. 

Spokesman: 
8hri H. C. Subnani, Advocate. 

(1 S40 to 1700 bours) 
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IV. (1) Dr. V. J. Ghat." Pruitwala Buildin •• 

No.2, Room No. 22, N. M. Joshi Mara. Bombay. 
(2) Dr. V. M. Katbe, 133 Sbivaji Nagar, 

N. M. Joshi Marl, Bombay. 

(3) Dr. M. O. ICathe. 133 Shivaji Naaar, 
N. M. Joabi MarJ, Bombay. 

(4) Sbri Nirmal Singh ADand. 
A-34, Namit Uslama Nagar. Opp. Marve Road, 
Malad West, Bombay. 

(1700 to 1745 hours, 

3. A verbatim record of evideacc was kept. 

.. , 
\ . 

-t. Tho Committee then adjourned to meet agaia at 1100 hours on Monday, 
Ihe 6th July. 1981. 



xm 
TBRTEF.NTB Sl1TING 

'Ibe Committee sat on Monday, the 6th July, 1981 from 11.00 to 13.SU 
bours in Cbmmittcc Room, New Council Hall, Bombay. "-

. ., ...... 

PRESENT 

Shri Bra. Anbaras--Chairmlln 

MEMBERS 

Lok SabluJ 

'2. Dr. A. U. Azmi 
3. Sbri Maganbhai Barot 
4. Shi R. Y. Ghorpade 
S. Prof. P. J. Kurieo 
6. Sbri Ramjibhai Mavani 
7. Shri Nityananda Misra 
8. Sbri Shri T. R. Shamanna 
9. Sbri Sbantaram Potdukhe 

10. Shri Bhausaheb Thomt. . 

SECRETARIAT 

Sbri S. D. Kaura-Chie/ Legislative Committee Officer. 

REPRESENTATIVES OF mE MINISTRY OF FINANCE 

(DEPAR.TMENT OF EcONOMIC AFFAIRs-BANKING DIvISION) 

1. Shri C. W. Mirchandani, Deputy Secrelary (Banking) . 

2. Shri R. Anoaji Rao, Chief Officer, Reserve Bank of India, Calcutta. 
3. Shri B. N. C-1llm'l1l1ane, Deputy Chief Ol!icer, Reserve Bank of India. 

Bomblly. 
2. Before the Committee proceeded to hear the Ora) evidence of the followin, 

representatives of the State Government, individuals, etc., the Chairman ckew their 
attention to the provisions of Direction 58 of the Directions by the Speaker 
under the Rules of P:rocedure and Conduct of Business in Lot Sabhe:-

I. Government of Maharashtra. Bombay 
Spokesmen: 

1. Shri V. Prabhakar. 
Special Secretary, Finance Department 

2. Sbri K.Padmanabhaiah, 
Commissioner of Sales Tax 

3. Shri W. G. Joshi, 
Officer on Special Duty, Finance Department 

(1130 to 1255 hours) 
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D. (1) Sbri M. A. Patel, President, C/o Maharuhlt'a Sudanban Odta 

Subscribers Association (Regd.), Narsbi Natha Street, ICatha 
Ba2ar, Bombay. 

(2) Shri R. Ramarnurthi, Honorary Secretary, C/o Maharubtra 
Sudarshan Chits Subscribers Association (Regd.), Nanhi Natba 
Street, Xatha Bazar, Bombay. 

(3) Shri Harcharan Singh Chadha, Member Managing Committee, 
C/o Maharashtra Sudarshan O1it.. Subscribers Association 
(Regd.), Narshi N'iltha Street. Katha Bazar, Bombay. 

(4) Shri Nirmal Singh Anand, A-34 Namit Usbma Nagar, Malad 
(West), Bombay. 

(1258 to 1320 hours) 

m. Shri H. R. Gopalaswamy, Engineer &I Advocate, Nn1cwadi T. 1. Road, 
Sewri, Bombay. 

(1325 to 1330 hours) 

). A verbatim recom of evidence was kept. 

4. The Committee then placed on record their warm appreciation for the 
houour doDo to the Committee by the CIIief Minister of Maharashtra for spariDI 
1OIIle' time to meet the members of the Committee. 

The Committee also paced on record their warm appreciation of the vaI •• bJo 
aadt8DCe rendered to them by the Secretary, Mahftrasbtra LcalsIature aad the 
0DvemmeDt of Maharuhtra, Bombay in bolding their sittings in the Committee 
Room, Vldhan Bbavan (New Council Hall), Bombay. 

S. The CommiUN: also placed on record their warm appreciation cI the Yalu-
able asaistance readered to them by the ofticers of the Income-tax Department, 
eu..oma and Central Excise, Sales Tas: Department and the varioua Banta at 
BombaJ. 

6. The Committee then adjourned to meet 'again at 15.00 hoars on Tuelday, 
tho 7th luly, 1981, in Committee Hall, Legislative Assembly Building. Hyde-
_L_~ • . , 
~. "i.." 



XIV 

.·OUR1·f~ENTH SITI1NG 

The Committee 118t on Tuesday, the 7th July, 1981 from 1500 to 18.10 
hoon in Committee Hall, Legislative Assembly Building, Hydcrabad. 

, ~. 

'.' 

PRESENT 

Shri Era. Anbarasu-Chairman 
MBMBBRS 

Lok Sabha 

2. Dr. A. U. Amli 
3. Prof. P. J. Kurien 
4. Shri Ramjibhai Mavani 
S. Shri NityaDaDda Misra 
6. Shri T. R. Shamanna 
7. Shri Shentaram Potdukhe 
8. Sbri Bhausaheb Thorat 

SECRETARIAT 

Shri S.D. Kaura-Chief Legislative Committee Officer. 

'1' ! REPRESENTATlVBS OF THE MINlSTR,Y OF FINANCE 

(DEPARTMBNT OF EcONOMIC AF'FAIRS-BANtaNG DIVISION) 

1. Shri C. W. Mirchand:mi, Deputy Secretary (Banking). 
2. Shri R. Annaji Rao, Chief Officer, Reserve Bank of India, Calcutta. 
3. Shri B. N. Chikarmane, Deputy Chief Officer, Reserve Bank of India, 

Bombay. 

2. Before the C:>mmi1Jtee proceeded to hear the oral evidence of the repre-
sentatives of the following organisations, individuals, etc., the Chairman drew 
their attention to the provisions of Direction 58 of the Directions by the Speaker 
uader the Rules of Procedure and Conduct of Business in Lot Sabha:-

I. Andhra Pradesh Chit Subscribers Association, Hyderabad 

SPO~II1IIm: 

Shri N. Sampat Kum'ar, Secretary 
(1510 to 1545 hours) 

n. Arr4hra Pradesh Non-Corporate Chit Fund Foremen Association, 
B~ 

Spokesmen: 

1. Shri K.S.R. Prasad, Founder Member 
2. Sbri A. Vijay Kumar 
:4. Shri M. Krishnamoorthy, SriJekha OJit Funds, Baadimet. 

Secunderabad. 

a 

• 

.. 
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4. Sbri N. Vcokatesau, Sri Srioavaaa CUt Puada, Pan Bud 

Secuodcrabad. • 
(1S.S0 to 16.40 hours). 

m. Andhra Pradah ""e4tJra'iu,. 0/ Chit Funds, s.cUltdertlbtltd. 
SpolcalMn: 

1. Shri Suryaprakalih Rao Booruau 
2. Sbri IC. Pullaiah Naidu 
3. Shri T. M. Zakriyya Ali 
4. Sbri L. Rama Bbadraiah 
S. Shri K. A. Sanyuiraju 
6. Sbri R. Narayana 
7. Shri G. Gaqiah 
8. Sbri G. J agdishwar 
9. Shri Gunda Venkatcshwar Ruo 

10. Shri Lokula Kamliah 
11. Sbri M. ~wamy 
12. Shri M. Narsiah 
13. Sbri D. Chidwnbar Gupta 
14. Shri M. A. Midikar 

(1640 to 1733 hours) 
IV. Prudential Cooperative Urban Bank Ltd., StJcUllderGbtul 

Spokelmen: 
1. Shrimati Saraswaihi Guruswamy, Preai<1cDt 
2. Shri (Dr.) V. Ramdos, Director 
3. Shri Bur&u Suryaprakush Ruo, Director 
4. Shri L. C. Modi, Law & Development 08icer. 

(17.35 to 17.45 hoWl) 
V. (1) Jupiter Chit Fund, Siddiambar BQ1III' H,_abtId. 

Spo"'amen: lot 

1. Sbri B. Ma1Iaiah 
2. Sbri K. Visbwanatham 

(2) SantoIh Chit" FinImce Corporation, Af1l1l 0""" II,., .. 
Spokurnen: 

1. Sbri M. V. Subbliah , 
2. Sbri D. Clidambcr Gupta 

(1748 to 1755 1Ioun) 

VI. Sbri S. SriDivUln, J)ivilioaal Maaapr, 
Bleetrooic:a Corporation of ladia (Ud.), Hyderabld 

(1755 to 1105 bourl) 

3. A verbatim record of evideDce MI kept. 
4. 1'110 CoIiImiUcc thea' 8djounlcd to meet qain at 10.00 bouq OD WedaMday. 

die 8th July, 1981 ill Committee HaU, Lqislative Allemhly BuiJdiDI HJdInbId. 



xv 
FlYff:EN1'H SITTING 

The Committee sat on Wednesday, the 8th lu1y, 198'1 from 10.00 to 12.55 
hours in Committee Hall, Legislative Assembly Building, Hydorabad. 

PRESENT 
", Shri Era. Anbarasu-Chairman 

MEMBERS 

Lok Sabha 

I 
" ~ "J, 

, \ 

2. Prof. P. J. Kwien 
3. Sbri Nityananda Misra 
4. Shri T. R. Shamanna 
S. Sbri Shantanun Potdukhe 
6. Shri Bhausaheb Thorat 

SECRBTAlUAT 

Shri S. D. Kaura-Chiej LegislOllve Committee Of/icer. 

I " 
"' ~ 

REPRESENTATIVES OF nIE MINISTRY OF FINANCE (DBPAllTMENT OF 
EcONOMIC AFFAIRS-BANKING DIVISION) 

• Shri C. W. Mirchandani, Deputy Secretary (Banking). 
2. Shri R. Annaji Rao, Chief Officer, Reserve Bank of (Mia, Calcutla. 
3. Shri B. N. Chikarmane, Deputy Chief Officer, R'eserve Bank of 1(fIliII., 

Bombay, 

2. Before the Committee proceeded to hear the oral evidence of the foHowiq 
representatives of the State Govt., organisetioDS, individuals etc., the ChainmB 
drew their attention. to the provisions of Direction S8 of the Directions by the 
Speaker und. the Rules of Procedure and Conduct of Business in Lot Sabha:-

L Shri U. M. S. Kolluri, Kolluri & 0;>., 
Chartered Acoountant, Adarsh Nagar, Hyderabad 

(1005 to 1035 hOWl) 

U. Andhra Pradesh Chit Fund Foremen Association, HydertIbtMJ 

Spokesmen: ,J ": ,I 
I, Sbri A. B. MohaDa hoi ! . 
2. Shri A. Krishnamurthy 
3. Shri M. It. KodDdara, Rao 
4. Shri K. A. Sanjasiraju 

(1039 to 1130 hours) 

m Government tJ# A~ PrtMluh, Hyderabad 
Spokesmen: 

1. Shri J ayaker Jhonson 

... 

Secretary to Government of Andhra Pralilait. 
Home Departmell't. 

" 

• 
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2. Shri Gopal Reddy, Director of OUts, ADdhra Pradesh. 
(1130 to 121S boon) 

IV. 1. Sltri V. M. C. Gupta, Abid Ordc, Hyderabad 

2. Sbri N. Shinappa. Siddiamber Bazar, Hydenbad 
3. Shri V. V. Gupta 

4. Shri N. Buchariah 
(1220 to 1230 hours) 

V. RarntQ/crishno Chit Fund, S«:flltllnabad. 

Spokesmen : 

1. Shri J. Ramano 
2. Shri D. Muttaiah 
3. Shri V. Uppalaih 
4. Shri K. A Sanyasiraja 

(123S to 1250 hours) 
3. A verbatim "record of evidence was kept. 

4. The Committee then placed on record their warm appreciation for the 
honour. doue to the Committee by the Chief Minister of Andhra Pndesh for 
sparing some time to meet the memben of the CommitCce. 

S. The Committee also placed on record their warm appreciation of the valu-
able assistance rendered to them by the Secretary, Andhn Pradesh LeJislature 
and the GovemmeDt of ADdhra Pradesh in holding their sittinll in the Com-
mit1ee Hall, Legislative Assembly Building, Hyderabad. 

6. The Committee also placed on record their warm appreciation of the valu-
able assistance rendered to them 'by the officers of the Income-tax Department 
and various Banks at Hyderabad. 

7. The Committee then adjourned to meet again at 10.00 hours on Thunday. 
the 9th luly, 1981 in Council Chamber, LegislatiVe ASlCmbly Building Calcutta. 



XVI 
SJXTf:.~NTB SITTING 

The Committee sst on Thursday, the 9th July, 1981 from 10.30 to 12.30 
hours in Council Chamber, Legislative Assembly Building, Calcot •. 

PRESENT 

Shri Era. Anbarasu--Chairman 

2. Dr. A. U. Azmi 
3. Shri R. Y. Ghorpade 
4. Prof. P. J. Kurien 
S. Shri Nityananda Mism 
6. Shri T. R. Shamanna 

MEMBERS 

Lok Sabha 

7. Shri Shantaram Potdukhe 
8. Shri Bhausaheb Thorat 

SECRETARIAT 

Shri S. D. Kaura-Chief Legislative Committee Ofjicer. 
REPRESENTATIVES OF THE MINISTRY OF FINANCE (DEPARTMENT OF 

ECONOMIC AFFAIRs--BANKING DIVISION) 

1. Shri V. P. Sewhney, Joint Secretary (Banking). 
2. Shri R. Annaji Rao, Chief Officer, Reserve Bank of India, Calcutta. 
3. Shri B. N. Chikarmane, Deputy Chief Officer, Reserve Bank of India, 

Bombay. 
4. Shri D. Kamath, Deputy Chief Officer, Reserve Bank oj India, Calcutta. 

2. Before the Committee proceeded to hear the oral evidence of the repre-
sentatives of the following organisations and individuals, the Chainnan drew 
their attention to the provisions of Direction 58 of the Directions by the Speaker 
under the Rules of Procedure and Conduct of Business in Lok Sabha:-

·1. Favourite Small Investment KarlJl'llChari Union, Calcutta. 

Spokesmen: 

1. Shri Arun Banerjee-Working President 
2. Shri Amit Maity-General Secretary 

3. Sh·ri O. P. Trivedi-Representative 
4. Shri p. S. Buu-Representative 

(lOSS to 111S hours) 

• As the witnesses were not fully prepared, they, on their request, were per-
mitted to come again on the 10th July, 1981. 
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·n. 1. Shri Dev Soaa Baacrjec 
2. Sbri JMeDdra ~ Boycd 
3. Sbri Bbakar Mukherjee 
4. Sbri Tapan Kumar Dbar 

(1115 to 1135 hours) 

·m. Sbri BireDdra' Nath Roy, 
Paqopal Napr, Hoogly (W. B.) 

(1l4S to 1200 hours) 

3. A verbatim record of evideace was kept. 

4. 1be Committee thea adjoumed to meet apin at 10.00 hours oa Friday, 
the 10th July. 1981 in Couacil Chamber, Legislative Assembly Duildi .... 
Cakutta. 

--. . .... - -_._---_._---- .' .---- .. _.-_ .. _ .. ,_.- -. ,_ . 

• ~ .. tile wiIDeIIes were DOt f1IIJy prepared. lbey. on their recpICIt, wen: per-
~~'" ~ WIDO apia OIl die 10th Iuly. 1981. 



XVD 

SEVENTEEN11I SI'ITING 
The Committee sat on Friday, the 10th July, 1981 from l();OO to 14.00 hours 

in CouDcil Chamber, Legislative Assembly Building, Calcutta. 

PRESBNT 
Shri Era. Anbarasu--Chairman 

2. Dr. A. U. Amli 
3. Shri R. Y. Ghorpade 

MEMBERS 

Lok Sabha 

4. Shri Krishna Kumar Goyal 
5. Shri Nityannanda Misra 
6. Shri T. R. Shamanna 
7. Shri Shantanun Potdukhe 

SECRETARIAT 

Shri S. D. Kaura-Chief Legislative Committee O.fjicer. 

REPRESENTATIVES OF THE MINISTIlY OF FINANCE (DEPAIlTMENT OF ECONOMIC 
AFPAI~BANKlN'G DIVISION) 

1. Shri V. P. Sewhney, Joint Secretory (Banking). 
2. Shri R. Annaji Rao, Chief OfJicer, Reserve Bank of India, Calcutta. 
3. Shri B. N. Cbikann'ane, Deputy Chief Officer, Reserve Ban!' of Indic" 

Bombay. 
4. Shri D. Kameth, Deputy Chief Officer, Reserve Bank of India, Calcutta. 

2. Before the Committee proceeded to hear the oral evidence of the represen-
tatives of the following orgaliisations, State Government, individuals etc., the 
Chairman drew their attention to the provisj,oos of Direction 58 of the Directions 
by the Speaker UDder the Rules of Procedure and Conduct of Business in Lot 
Sabha:-

• 

I. Shri S. K. Bhattacharyia, 
Chartered Accountant, K. S. Roy Road, Calcutta. 

(1007 to 1025 hours) 

II. Shri B. K. Cbatterjee, 
Ctairman " Managing Director, 
United Commercial Bank, Cakutta 

(10.25 to 11.35 hours) 

III. Peerless Generol Finance and Investment Co. Ltd., Calcutta. 

Spokesmen: 
1. Shri B. K. Roy, Managing Director. 
~, ~ri ~, R. MilkIierjee, Director. 
1(113' to 1200 hours) 
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IV. Govmrmem t1I West Ben,., CalcutlG 

Spokulfftlll: 

Sbri M. G. Kutty. 
FiDaDc:c Secretary. 

(1210 to 1245 bourS) 
V. FfIVO~ SrrtDIf '"YeM1fW'" l(tIf'tIIftC'IIgy; UIt',,", C."".. 

SpoIcQmert: ..... 
1. Shri Anm Banerjee, Workiq President 
~. Shri AnUt Maity, Geaeral Secretary 
3. Shri O. P. Trivedi, Repraeatative 
4. Sbri P. S. Bua, RepreleatatM 

(1250 to 130.5 hours) 
VI. <a) Sbri BireDdra Nath Roy. 

ParaopaJ Napr, HooSh1y 
<b) Shri S. V. Prabhatar Rao. 

2A-Kabir Road, Calcutta. 
(1305 to 131S houn) 

VII. Sbri Ramakant Tripathi, 
MaDagina Director, 
Krishna Credit Company (P) Ltd., 
Calcutta. 

(l3lS to 1335 hours) 
VIII. Favourite Small /rtvestmeru Ltd., Calcutta 

Spoke",..,,: 
1. ShriD. S. Banerjee 
2. Shri Jitendra SiIIP Bo)1ed 
3. Shri KalYID <lIatterjee 
4. Sbri 1'apuJ. Kumar Dhar 
5. Shri atiDmoy Mitra 
6. Shri DIpat !eappta 

(1335 to 1350 hours) 
3. A verbatim record of evidence W8I kept. 
4. The Committee decided teDtativeJy to hOld their Delt roa ;" sittings on 

cbo 27th ... 28th J8Iy, 1981 for tile purpose of takillJ further onl evidence a', 
New Delhi. The Committee further authorised the Chairman to consult the 
MiDister of Piaance before issuing the Notice for the sittinp. 

; 5: ..,.' Onmittee placed on record their warm appreciation of the valuable 
aaistancc ......,.. to them by the ScIcR&ary, Welt BeapJ LeJishltive Aslembly 
in holding their .ittiqa ill die Council Chamber of the Legislative Assembly 
Building, Calcutta ani _ti .... ailable the scrvic:a of the AslClllbly R.eporters. 

6. The Committee placed on record their warm appreciation of the valuable 
a_tanc:e rendered to them by tbe officers of the Inoc::an~T8A Departmeftl• 
Customs and Central Excise Deportment, various Raub at Calcutta and the 
officers of the Banking DivisIon of the NiniItrJ of Finance. 

7. 1be Committee ,hen adjourned. 



XVDI 

EIGHlEEN1H SITI1NG 

The Committee sat on Friday, the 31st July, 1981 from 11.00 'to 13.00 hours 
in Committee Room 'B', Patlfall!ent House AnDexe, New Delhi. 

PRESENT 

Shri Era. Anbaras1J-Clwdrman 

2. Dr. A. U. ADDi 

MBMBBRS 

Lok Sabha 

3. Sbri Krishna Kumar Goyal 
4. Sbri P. K. Kodiyan 
5. Prof. P. J. Kurien 
6. Shrj Nityanand'a Misra 
7. Shri Bhola Raut 
8. ~'bri Girdberi La! Vyas 
9. Shri R. Venkataraman 

SECRETARIAT 

1. Shri S. D. Kaura-Chief Legislative Committee Officer. 
2. Shri S. S. Chawl'a-Senior Legislotive Committee Officer. 

LBGISLA TIVE CoUNSELS 

1. Shri S. Ramaiah, JOint Secretary and Legislative Counsel. 
2. Shri Y. P. Sud, Assistant LegisllJlive Counsel. 

RBPIlESENTATIVES OF THE MINISTRY OF FINANCE (DEPARTMENT OF 
EcONOMIC AFFAlRS--BANKING DIVISION) 

1. Shri C. W. Mirchandani, Deputy Secretary. 

2. Shri R. Annaji Rao, Chief Officer, Re~rve Bank 01 India, Calcutta. 

3. Sbri B. N. Cbikarmane, Deputy Chief Officer, Reserve B""k of Irtdia, 
Bombay. 

2. Before the Committee proceeded to bear the oral evidence of the foJlowing 
individural, representatives of the Association: etc., the Olairman drew their 
attention to the provisions of Direction 58 of the Directions by the Speaker under 
the Rules of Procedure and Conduct of Business in: Lot Sabba: 

J. Sbri D. D. Sayal, 
R.am Nagar, New Delhi. 

(11.00 to 11.35 hoUR) 
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II. All IndIG Chit Funds AIIOCitItJOII. DdItl 

S,.,usntm: 
1. Sbri P. R. Mittal, Hooy. General Socremy. 
2. Sbri Jaadish Rai 
3. Shri Satish Datta 
4. Sbri T. S. Slvaramatriahnan 

(11.36 to 13.30 bours) 

3. A verbatim record of evidence was kept. 

4. Tbo Committee then adjourned to meet 88Iin at 11.00 boura OIl SatunIa)'. 
the lit AUlUst, 1981. ;.. J 

• 



XIX 

NINl"EEN1B SlTI1NG 
The Committee sat on Saturday, the lst August, 1981 from 11.00 to 13.40 

hours in Committee Room 'B', Parlaiment House Anuexc, ~ pelhi. 

PRESENT 
Shri Era. Anbarasu~hairman 

MBMBBRS 

Lok SGbha 
2. Dr. A U. Azmi 
3. Shri Krishna Kumar Goyal 
4. Shri P. K. Kodiyan 
5. Prof. P. J. Kurien 
6. Shri Nityananda Misra 
7. Shri Bhole Raut 
8. Shri Girdhari Lal Vyas 
9. Shri R. Venkataraman 

SECRETARIAT • 1. Shri S. D. Kaum-Chief Legislalive Committee Officer. 
2. Shri S. S. Otawla-Senlor Legislative Committee Officer. 

LEGISU nVB CoUNSELS 

1. Shri S. Ramaiah, 10int Secretary 'and Legislative Counsel. 
2. Shri Y. P. Sud, A.SSlStant Legisoltive COU1l#I. 

RBPRESENTATIVEs OF THE MINISTRY OF FINANCB (DBPAJlTMENT OF 
EcONOMIC AFFAIRS-BANKING DIVISION) 

1. Shri V. P. Sawhney, 10int Secretary. 
2. Shri C. W. Mirchandani, Deputy Secretary. 
3. Sbri R. Annaji Rao, Chief Officer, Reserve Bank of Indio, Calcutt4. 
4. Shri B. N. Cltikarmane, Deputy Chief Officer, Reserve BtI1Ik of Indio, 

Bombay. 

2. Before the Committee proceeded to hear the oral evidence of the foDowiJIa 
representatives of the Federation, Chit Companies and the individuals etc., the 
Chairman drew their attention to the provisions of Direction S8 of the Direc:tioas 
by the Speaker under the Rules of Procedure and Conduct of BuaiDess in Lok 
Sabha:- ; , ._ J 

I. All India Federation of Chit Funds, New Delhi. 
Spokesmen: 

1. Shri Surya Prakash Rao, VlC&-President. 
2. Shri Jagdisb Rai, General Secrell')'. 
3. Shri Manobar Lal, Treasurer. 

.1 
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73· 
4. Shri L. R. Bhadraiah, Secretary. 
5. Sbri Praveen Kumar, Member 
6. Shri Ramaswamy, Member. 
7. Shri P. R. MittaJ, Member. 
8. Shri Avtar ~qh Gbai, Khanna (PIIItjtlb). 

. (11.20 to 12.35 hours) 

U. 1. Shri H. R. NeDda, Sarojioi Nagar Market, NeW Delhi 

2. Shri A. P. Ahuja, Sarojiai Nagar Market, New Delhi. 
3. Shri B. S. Padmanabhsn, Special Correspoadent, 

'The Hindu', New Delhi. 
(12.55 to 13.15 hours) 

m. MIs. Muthoot M. Geor8e auta (India) Ltd., Paridabad. 

Spokesman: 

Shri M. G. George, Director. 
(13.16 to 13.25 houn) 

3. A verbatim record of evidence was kept. 

4. The Committee rcvie\Wd their earller decision regardina hearinl of evidence 
of the representatives of the Reserve Bank of India on the provisions of the BUI 
and felt that since the Reserve Bank of India had no supervisory control O\'el' 
the Chit Fund companies, the evidence by the representatives of the Reserve Bank 
of India was not necessary and that tbey might not, therefore, be called. 

S. The Committee then decided to hold their next series of sittings on the 
11th and 13th August, 1981 daily from 10.00 to 13.00 hours for the purpose of 
holding general discussion on the provisions of the BUI with reference to the 
memoranda received by the Committee and the evideace tendered before the 
Committee. 

6. The Committee also considered their future programme of work and felt 
that since they had still to consider various 5t.S of the BiU, it would not be 
possible for them to complete tbeir work and present the ~ by the stipulated 
date, i.e. last day of the drst week of the Sixth (next) Session i.e. 21st AuSUIt, 
1981. The Committee, therefore, decided to seek an extension of time for pre-
sentation of the Rcpon upto the last day of the first week of the W'lDter Seuion 
(1981). 

7. The Committee tben adjourned. 



xx 
TwENTIETH SrrrING 

The Committee lIat on Tuesday, the 11th AUJust, 1981 from 10.00 to 13.00 
bours. 

PRESENT 

Shri Era. Anbarasu-Chairman 

MEMBERS 

Lok Sabha 

2. Dr. A. U. Azmi 
. 3. shii Krishna Kumar Goyal 
4. Shri P. K. Kodiyan 
$. Prof. P. J. Kurien 
6. Shri Nityananda Misra 
7. Shri Bhola Raut 
8. Sbri T. R. Sham anna 
9. Shri Shantaram Potdukhc 

10. Shri Bhausaheb Thorat 
11. Shri Girdhari LeI Vyas 
12:. Shri R. Vcnkataraman 

SECRETARIAT 

1. Shri S. D. K,aura-Chiej Legislative Committee· officer. 
2. Shri S. S. Chawlra-Senior Legis/aJive Committee Ofjicer. 

LEGISLATIVE CoUNSELS 

1. Shri S. Ramaiah-loint Sectetary and Legislative CounNI. 

2. ~j.hri C. Raman Menon-Additional Legislative Counsel. 

REPRESENTATIVES OF THE MINISTRY OF FINANCE 
(DEPARTMENT OF :EcONOMIC APFAIRS-BANICING DIVISION) 

1. Shri R. K. Kaul, Additional Secretery (Banking). 

2. Shri V. P. Sawhney, Joint Secretary (Banking) 

3. Shri C. W. Mircbandani, Deputy Secretary. 

4. :Shri R. Annaji Rao, Otief Officer, 
Reserve .Bonk of India, Cakutta. 

S. Shri B. N. Chikanmlolle, Deputy Chief Officer, 
Reserve Bank of India, Bombay. 
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2. At the outset, the Committee held general discussion on the provisions 
contained in OIapters I and .U--of the Chit Funds Bill, 1980 relaling to 
formation of ants with reference to the memoranda received and the evids:nc:e 
tendered before tbe Committe. 

3. The Committee authorised the Chairman and, in his absence, Shri T. R. 
Shamanna, M.P. to move the motion seeking extension of time for· presentation 
of the Report by the last day of 'tbe. fiRt week of the Winter Session, 1981 in 
Lot Sabha on T)lesday, the 18th August, 1981. 

4. The Committee then adjourned to meet again at 10.00 hours on Thursday. 
the 13th AUlDst. 1981~' .- tri 



XXI 

TWENTY -FIRST SITTING 

The Committee sat on Thursday, the 13th August, 1981 from 10.00 to 13.00 
hours. 

PRESENT 
Shri Era. Anbarasu-Chairman 

MEMBERS 

Lok Sabha 

2. Dr. A. U. Azmi 
3. Shri Maganbhai Barot 
4. Shri Krishna Kumar Goyal 
S. Shri P. K. Kodiyan 
6. Prof. P. 1. Kurien 
7. Shri Nityananda Misra 
8. Sbri T. R. Shamanna 
9. Shri Shantaram 'Potdukhe 

10. Shri Girdhari Lal Vyas 
SECRETARIAT 

." 

"'''.r .. 

1. Shri S. D. Keura-Chief Legislative Co~mittee Officer. 
2. Shri S. S. Chawla-Stnior Legislative Committee Officer. 

LEGISLATIVE COUNSELS 

1. Shri S. Ramaiah-'oint Secretary and Legislative Counsel. 
2. Shri C. Raman Menon-Additional Legi.rlaJive Counsel. 

REPRESENTATIVES OF THE MINISTRY OF FINANCE 

(DEPARTMENT OF ECONOMIC AFFAIRS--BANKING DIVISION) 

]. Shri R. K. Kaul, Additional Secretary (Banking) \, 
2. Shri V. P. Sawhney. Joint Secretary (Banking) 
3. Shri C. W. Mirchandani, Deputy Secretary. 
4. Shri R. Annaji Rao, Otief Officer. Reserve Bank of India, Calcutta 
5. Shri B. N. Chikarmanc, Dcputy Chief Officer, Reserve Bank of India, 

Bombay. 
2. At the outset, the Committee resumed further ~neral discussion on the 

provisions contained in Chapter III onwards of the Chit Funds Bill. t 980 relating 
to running of chits with reference to the memoranda received and the evidence 
tendered· before the Committee. The discussion was not concluded. 

3. The Committee desired that the Ministry of Finance might be requested 
to supply copies of the Report of the Study Group on Non-Banking Companies 
( t 975) (Raj Study Group). for their consideJ'lttion. 

The Committee then authorised the Chairman to fix the date and time of 
their next round of sittings in consultation with the Minister of Finance. 

5. The Committee then adjourned. 
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TWENTY.SECOND SIlTING 

The Com~iltee sat OD Tuesday. the 3rd November, 1981 from 10.30 to 10.45 
hours in Committee Room 'D', Parliament House Annexc, New Delhi. 

PRESENT 
Sbrj &a. ADbarasu-Chairman 

MSMBERS 

2. Shri Ra.ua Vir Singh r r. • 
3. Sbri Oirdharl LaI Vyas . ..... . 
4. Slui R. Veakitanaman 

SECIlETARIAT 

Shri Ram ICisbore-&nior ug;1lt1tive Committee Officer 

LEGISLATIVE CoUNSELS 

1. Shri S. Ramaiah, /oim Secretary and Legislative Council. 
2. Shri G. P. Jain, Additional Draftsman, Official LQ"gUQR~ Wing, ugillatlvt 

Dqt.IrtrMrIt. 
3. Sbri D. Narayana Rao, Atl4Che, l~gisllJlivt' lkparlmnt/, Department of 

UfQI AlJalr •. 

REPRBSENTATIVES OF mE MJNISTRY OF FINANCE 

.. ': (DEPAIlTMENT OP ecoNOMIC AF'FAIRS-BANETN'O DIVISION) 

1. SIui R.. N. Malhotra, Secretary, Department of &=onomic Main. 
2. Sbri M. Ramatrislurayya, Deputy Governor. Reserve Bank of Indie. 
3. Sbri R. K. 1CauI, Additional Secretary (Banking). 
4. Sbri V. P. Sawlmey, loint Secretary (Banking). 
S. Sbri C. W. Mirchandani, J)q)uty Secretary (Banking). 
6. Sbri K. S. JaspaI, atief Officer. Reserve Bank of India. 
7. Shri B. N. Otikarmane, Deputy Chief Officer, Reserve Bank of India. 

2. The Committee -adjourned for want of quorum. ------------------------e11ae 0Iairman in coosultation with the Minister of Finance and other mem-
bers preteDt felt that the .ittiD, scheduled to be held from 1500 hours might be 
cancelled. 
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TWENTY -THlRD SI1TINO 

The Committee sat on. Wednesday, the 4th Novemiber, 1981 from 10.30 to 
13.00 hours and again from 15.00 to 18.00 hours in Committee Room "D", 
Parilament House Annexe, New Delhi. . , 

PRESENT 

. Shri Era. Anbarasu-Chairmo~ 

MEMBERS 

2. Dr. A. U. Azmi 
~ .Shri Maganbbai Barot . 

4. Shri P. K. Kodiyan 
5. Prof. P. J. Kurlen 
6. Shrl Nityananda Misra 
7. Shri Bho1a Rant 
8. Shri T. R. Shamanna 
9. Shri Bhausaheb Thorat 

10. Shri Girdhoari La1 Vyas 
11. Shri R. Venkntaraman 

SECRETARIAT 

Shri Ram Kishore-Senior Legislative Committee Officer. 
LEGISLATIVE CoUNSELS 

... ~ 

1. Shri S. Ramaiah, loint Secretary and Legislative Counsel. 
2. Shri G. P. Jain, Additional Draftsman, Official Languages Wing, Legisla-

tive Department. 

3. Shri D. Narayana Rao, A ttache Legislative Department, Department of 
Legislative Affairs. . . 

REPRESENTATIVES OP THE MINIsrt'JtY OF FINANCE 
(DEPARTMENT OF EcONOMIC AFFAIRS-BANKING DIVISION) 

1. Shri R. N. Malhotra, Secretary. Department of Ec()nmic Affairs. 
2. Shri M. Ramakrishnayya, Deputy Governor, Reserve Bank of. I~ia. 
3. Shri R. K. Kaul. Additional Secretary (Banking). 
4. Shri V. P. Sawhney, Joint Secretary (Banking). 
5. Shri K. S. Jaspal. Cheif Officer, Reserve Bank of Indin. 

6. Clause 6.-The following amendments were accepted :-
2. The Committee took up ckluse-by-c1ause consideration of the Bill. 

3. Clause 2 and 3.-These clauses were adopted without any amendment. 
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4. Clause 4.-The fonOwing amt"DdmeDt was accepted. 
Page 3, Line 42,-

Jor '''six months" 
substitute "twelve months" 

The clause, as ameaded, "'5' idoPted. 
S. Cla~ S.-The clause was adopted without any amendment. 

6. CllJUH 6.-1'he foUowing amendments wcte aCcCpted:-
(i) p. 4, line 28, 

(a) for "the subscribers" 
I.titute "each of the subscribers" 

(b) for "thenf' 
subilitute "him" 

(ii)Page' 4, for lines :44-35, subn;tut~ 

.. (c) the number of insbllments, the amount payble fbr each tJctet at 
every instalment and the interest or penalty, if any, payable on 
any default in the ~ayment of such 1_lmentl;~ 

(iii) Page 4, line 36, 

for "the date of commencement" 
,"bltilute "the probable date of commencement" 

The clause, as amended, was adopted. 

7. Clause 7.-The foUowin, amendment was accepted: 

Paae 6,line 20, 

af,., "under tbis Act" 
add "and the registration of a chit shalt lapse It the declaration by 

the foreman under lub-teCtion (1) of aec:tioD 9 il DOt Sled 
within three months from the date of such endOtlcmenl or within 
lucb further period or periods not exccedina ~ IIlOOlbs in the 
aggrepte as tbe Reprar may, 00 application made to him in 
this behalf, allow" 

The clause, as amended, was adopted. 

8. Clause 8.-The followms amendments weq ,accepted: 
r(i) Pap 6, line 39, 

to,'-ciivideDd" 
_Ititute "dividend OIl ita Ibarel"' 

. (U)....., 6, Jiae 40, 

tOr "twent," 
lUb8titute otten" 

The clause ... amended. was adopted. 

9. aru.,9 arullO.-'IbcIc claUICS were adopted wiftIOUt any amendm •• 
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80. 
10. Clause 11.-The following amendments were accepted: 

(i) Page 7, line 20, 
tor "11" 
substitute "11 (1 Y' 

(li) Page 7, after line 23, add 

"(2) where at the commencement of this Act,-

(a) . any person is carrying on chit business without using as pan of 
his name eny of the words specified in sub-section (1); or . 

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

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

Provided that the State Government may, if it considers it necessary in 
the public interest or for avoiding any hardship, extend the said 
period of one year by such further period or periock not eX£eeding 
one year in ·the aggregate." 

The Cause, as amended, was 'adopted. 

11. Clouse 12.-1'he clause was adopted without any amendment. 

12. The Committee rose at 13.00 hours and reassembled at 15.00 hours. 

13. The Committee resumed further clause-by-clause consideratioo of the Bill. 

14. Clause 13.-The following amendments were accepted:-

(i) Page 7, line 37, 
for "ten thousand rupees" 
substitute "twenty-five thousand rupee," 

(li) 'Page 7. line 43. 
tor "forty thousand rupees" 
Substitute "rupees one l-dkh" 

(iii) Page 7, line 44, 
for "ten" 
substiute "twenty-five" 

(iv) Page 8, lines 2-3, 

for "net assets" 
substitute "net owned funds" 

(v) Paac 8, for lines 4-8, substitute 

. ,', 

uExplanGtion.-For the purposes of this sub-section, 'net owned funds' 
shall mean the aggregate of the paid-up capital and free reserves 
as disclosed in the last audited balance sheet of the company as 
reduced by' the amount of accumulated balance of 10ss,1ieferred 
rcwnue, expenditure and other intangible assets, if any, as dis-
closed in the said balance sheet." 

1be clause, as amended, was adopted. 
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15. Clause 14.-'The foUowing amendmcat. -we F~'~ 
(i) Page 8, line 10, 

after "such business" 
insert, "other than commissipG or rc~c~ .. ,... ~ 1M ~r.­

or interest or penally, if any, received JI'OII! • deffultiDJ .. ...."ber ... 
(ii ) Page 8. line 26, 

for "two years'· 
sub,,'tute "ODe year" 

The clause, as amended, was adopted. 

16. CltlUU IS.-The followjp.l n~~~pt, W'f~ IP""'i.= 

(i) Pate., jor IiDcs 28-41. sub.r/~N¥ 
"J5. A chit agreement shall not bellkered, .dctecI to or qalpUed t'xcept 

with the content in writing of the foreman and an tile IUbIcriben 
to the chit.·· 

(ii) Page 9, omit lines 1-17. 
The chiuse, as amended, was adopted. 
17. ClaUSt 16.~nsideratlon of this clause .......... _. 

18. Clau.rt 17.-The clause was adopted without any emendllleat. 

J9. Clau.re IS.-The following ameadment wu accepced:-
Page 9, for "fourteen days" sub8thule "twentyone days" 
The cla., ......... ed ... adapt ..... 

20. Clause 19.-The foIJowinl a~ .......... :-:-
'-a. 10, IiDp 3, 
~~" \. 
lubldtute "hi." 

Th~ cl~, as ~~, Will ~! 

21. Cl~ 2O.-'I1Ie foIIowing~ wet etCl,ll'l 
Page 10, forliae 17. 

, 

substitute "applying for a prcvioas ~ .......... ',-. 

The clause. as ameaded, wu adopted. 

22 Clause 21.-The follow;n, amcadmentJ were accepted:-

(i) Peae 11, line 16. 
II/t6 Min a chit'· 
fIIld"wlthout discount" 

(ii) Paac 11, . ."n line 19. 11M 
.. ' .. : . 

""I., 

.' . 
.. (c) (4) I~ ~ .... Pm1f~!¥t if !l!Y.t "'''' .. 01'1 .. , .... JIIIid IfteI 

the due cfate 8!,d to such other aIDOUIdI .. may be plyable to hhn 
under the PfO' 'slOlll or th e chit apllc,.;" . 

(iii) Page t 1. linct 20. 22. 28 and 30, -.... 
for "(c), (d), (e) and (0· -:-r".-
."bllllll* -(d), (~': en ~ f,," mpIJd", ~..:~., 



«iv) Page 11, line 33, 
fo, "(d)" 
substitute "( e ) II 

The clause, as amended, was adopted. 

23. Clause 22.-The following amendments were accepted: 

(i) Page 12. lines 5 and 6 
for "until the next succeeding draw" 

substitute "until the date of the next succeeding instalment" 

(ii) Page 12, after line 9. add 

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

(iii) Page 12, line 16, 
after "clause (b)" 
insert "or clause (c)" 

(iv) Page 12, line '27, 
alter "cash" 

insert ",grain" 

The clause, as 'amended, was adopted. 

• 

24. Clause 23.-The following amendment was acceptcd;-

Page 12, for line 29, substitutt 

." 
I 

"23. The foreman shall maintain in his registered office, or, tIS the 
case may be, in the place or the principal place of his bUsiness, or, 
where the form,an has an'y branch office, sub-office or any place of 
business for the conduct of chit business in a State other ,than 

, . 
the State in which his registered office or principal place of his 
business is situated, in such branch <>ffice, su});.office or place of 
business in respect of the business conducted in that State--" 

The clause, as amended~. was adopted. 

25. Clauses 24 and 25.-Thesc clauses were adopted without any 'amendment. 

26. Clause 2~.7" The following amendment was accepted:-

Page 13, line 36, .'~, .. 

after "section 20" 

add "or section 31" 

The clause, as amended, was adopted. 

27,. Clause 27.-The follOwing amendment was acc:~pted;­

Page 13, line 39. 
afte, "subscription" 
insert "due in respect of every instalment" 

I 

The c1a:use, as amended. ~~' adopted. l. ,-

.~. 

,4..,-• 
. -~~' ',~.~. 
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18. t,.,., l8 10 37.-Tbese c1aU&eI were adopted without any amendment. 

29. Cltlue 38.-The followina lmendments were 8CCCpted:-
(i) I'IF 16, omit tiDeS 40-43. 

(ii) Pap 16. line 44, 
lor "(S)" 1Mb.,,,,,. .. (4) •• , .~ 
(iii) Paae 16, att.r liDc 47, insert 

"Expllmation.-For the purposes of this section and section 39, 
'spcclal reaoIution' means a ~soIution which is passed at a 

mectiD& of the general body m the subscribers specially convened 
for the purpose, by a majority of not less than two-thirds of ~ lubl-
cribari to the chit present at the meetina in pet'SOIl ot by proxy and 
represcntinS not less than three-fourths of the amount or, 81 the case 
mlY be, the value of the grain, subscribed by aU the non-prized 
and unpaid prized subscribed: if any. 

The cIauae, II amended, was adopted. 

30. The Committee then adjourned to meet again at 1100 hours on Thursday. 
tile Sth Nowmber, 1981 to take up further clauso-by·dlUIC consideration of the 
BiD. 



-, .. ,' .. ' '" XXIV 
TWENTY -FOURTH SITTING,. 

The Commktce sat OIl Thursday, the 5th November, 1981 from 1100 to 1245 
houri in Committee Room No. 62, Parliament House, New delhi. 

.. 

.. 

PRESENT 

Shri Era. Anbarasu-Chciirman 

- .", .. 2. Dr. A. U. Azmi 
9. SIlri M ..... i Bamt 
~; ~rl P. lt~ lCliWyiia 
S. Shri Nityananda Misra 
6. Shri Dhola Raul 
1: Shri T. It. SbamaJllla 
8. !Iii Blatt..., Tlibrat 
9. Sbri Girdbari La! Vyas 

10. Sbri R. Venkataraman 

SECRETARIAT 

Sbri Ram Kisbore--Senior Legislative Commillee Of]icer. 

LEGISLATIVE COUNSEL 

1. Shrl S. Ramairah. Joint Secretary and Legislative Council. 
2. Sbri G. P. Jain, Additional Draftsman, Of]ic;al Languages Wing, Legisla-

. I;Vf Department. 

3. Shri D. Naray·aiaa- Rao, Attache, Legislative Department, Department of 
Legal AfJairs . 

REPRESENTA.TIVES OF THE MINISTRY OF fiNANCE 

(DEPARTMENT OF EcONOMIC AFFAIRS--BANICING DIVISION) 

1. Sbri R. N. Malhotm, Secretary, Department of Economic Mai·rs. 
2. Shri R. K. Kaul, Additional Secretary (Banking). 
3. Shri V. P. Sawbney, Joint Secretary (Banking). 
4. Sbd C. W. MirchaDdani, Deputy Secretary (Banking). 
S. Shri K. S. Jupal, Chief Officer, Reserve Bank 'of India. 
6. Shri B. N. Chikarmane, Deputy Chief Officer, Reserve Bank of India. 
2. The Committee resumed further c"'duse-by-clause consideration of the Bill. 
3. Clause 16-[Jlide para 17 of the minules dt. 4-11-81]-

The following amendments were accepted:-

(i) Pete 9, lor line., 18-20 • . mb .• titll'e 

".-." ........ ~ .. " .... . 84 



.. 
"16. (l) Bvery draw in • chit ...... be II1d oat _ .... 

time and place mentioned in the Chit IIpIC&DCDt IIld • DOdcI ... 
for in such form and in .iida mannet as may be preecriW W be 
issued by the focclDlUl to all the subscribeR. 

(2) Every such draw shan be conduCted ill acc:ordaiKe Witb 
the provisioDS of the chit IIJl'CCment aIkl Jb ~ M .. _ dIID 
two subscribers." 

(iil PlIO 9, line 21, 
tor "'(2)" 

,ub.rtitute .. (3) " 

'riie c181isc, as ameDdCd, was adopted. 
-4. Clause 39.-The toitowing aiiieiiclii.eili Was accepted:-

Page 17, lines 9-11, 

omit ''passed at a meetJn, of the DOD-prized aDd uapaid priled ........ 
ben beld in that behalf in accordaDce with the ~ Or .. 
uon 38" 

The c1auae, as amended, was adopted. 
S. Clause 40.-The folloWing ameadnlent WlllOCIpIDd:~ 

Pap 17, line 20, 
after "subsCribers" 

insert nand the foreman" 

Tbe clause, as amended, was adopted. 
6. Cliluse 41.-The clause was adopted WItbddt dy .~ 
7. Clause 42.-The followin, ameuddlerits flete ac:CeIdd:~ 

(i) Pate 17, tiac 39, 
at'"' "'for" "'*"* "ill _ Act or" 

(ii) Paae 17,OOe 41, 
,.,.. ··'lebeiYed" 
substitute "earned" 

(ill) Page 17, line 46, 
for "clause" 
sub8lltutJe "section" 

. ! 

The c1auJe, as amended, was adopted. 

I , , . .. 
• i 

.. .. 
1". 

, .. ~. 

. , 

8. Clause143 to S3.-Thcsc clauaea were tadopred wiIbout..,~ · 
9. CltluSI.' .S4.-The following amendmeDt was ..-cepIed:-

Page 20, line 28, 
after "chit assets" 
i1uert "pertaining to IUCb chit" 

...... II emeoded, was adopted. 
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"10., CItuis,.' 55 to 59.-These clauses were ~doptcd without any ameadiueat. 
; 'i1.ClauSe 6o.-The foUowin, amendment was accepted:-

Paae 21, line 22, 
for "itl dismissal" 
substitute "such order" 

The clause, as amended, was adopted. 

12. Clause 61.-The clause was adopted subject to 8 provision beiaa made 
for the periodical audit of the profit and loss account and the balance sheet of 
the foreman. 

13. Clauses 62 to 6S.-These clauses were adopted without any amendment. 

14. Clauses 66.-The following amendment w~ accepted:-

Page 24, omit lines 11-18. 

The clause, as amended, was adopted. 

15. Clauses 66 to 73.-These clauses were adopted without any amendment. 

16. Clause 74.-The following amendment was accepted:-
Paae 26, line 33, 

for "under section 31" 
substitute "under section 20 or section 31 't 

. I'he clause, as amended, was adopted. 

17. C~e 7S.-The following amendment was aa:epted:-

Page 27, line 10, 
for "further time" 
substitute "such further -time" 

The clause, as amended, was adopted. 

18. Clause 76.-The clause was adopted without any amendment. 

However, it was suggested that a provision prov.iding for peualty for iccoDd 
and subsequent offences may be included in the Bill. The provision should pro-
vide oo1y for the penalty of imprisonment. 

19. Clauses 77 to 89.-These clauses were adopted without any amendment. 

20. The Schedule.-The Schedule was adopted without anyameDdment. 

21. Clause 1.-The following amendment was acceptcrd:_ 
. Pap 1, line 5, 

'i for "1980" 
substl/ute "1981" 

111& Clause, as amended, was adopted. 
22. Enacting Formu","-The followin, eme_ent was accepted:_ 

Pap 1. line 1. 
for .. 'Ibirty-1lrst" 
substitute .. ThirtY-5e.cond" 

1 
" 

• !'" 
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The EaactiDa Porm"., IS _.Deled, was adopted. 

23. r..,o". Tltle.-11te Loaa TitIe.was adopted without any ameadmeat. 

24. The Committee .uthorised the Legislative Counsel to correct tho patlat 
el1'On ud to carry out amcnckn.cnts of verbal and consequCDtial uturc iD die 
B1IJ ' • , "I • 

25. The Committee then decided that oral evidence tendered be(ore them 
need not be laid on the Table of the House. 

26. 1be Cbmmittee also decided to hold their next sitting at 1500 hours OD 
Wednesday, the 18th November, 1981 to consider and adopt their draft repon. 

27. The Clairman then drew the attention 01 the memben to the ~ 
contaiaed in Direction 87 of the Directions by tbe Speaker felardinl Minutea d 
Dillent. I I 

28. 1be Cbmmittee thea adjoumed. 



xxv 
"Wf.Nl"V -FWlP SlITING 

.. The ~~t~~ sat on W~dnesda:y, the 18th Noveq1ber, ~981 froQl, 14.00 
to 15.00 bours in Committee Room "D", Parliament House Annexe New Delhi 

'. ., . 

PRESENT 

j~ S~ &a. ~barasu-Chairll'UlJl 

2. Dr. A U. Azmi 
3. Shri Maaanbhai Barot 
-t. Shri R. Y. Ohorpade 
S. Shri P. K. Kodiyan 
6. Shri Nityananda Misra 
7. Shri Bhola Raut 
S. Shri T. R. Shamanna 
9. Shri Slrantaram Potdukbe 

10. Shrl Girdhari Lal Vyas 
11. Sbri R. Venkataraman 

MEMBJ!RS 

SECRETARIAT 

Shri Ram Kishore--Senior Legislative Committee Officer 

LEGISLATIVE COUNSEL 

1. Shri S. Ramaiab, loin, Secretary and Legislative Counsel. 
2. Shri C. Raman Menon, Additional Legi.flative Counsel. 
3. Shrl D. Narayana Rao, Attache. 

-t. Shri O. P. Jain, A.dditional Draftsman. 

REPRESENTA.TIVES OF THE MINISTRY OF FINANCE 

(DBPARTMENT OF ECONOMIC AFFAIRS-BANKING DIVISION) 

1 Sllri R. K. Kaul, Additional Secretery (Banking). 
2. Shri C. W. Mirchandani, Deputy Secretar., (Banking). 
3. Shri K. S. Jaspal, Chief Officer, Reseve Bank of India. Calcutm . 
.t. Shri B. N. Chikarmane. Deputy Chief Officer, Reserve Rank of India, 

Bombay. 

2. At the outset, the Legislative Counsel informed the Committee that clause 
24 of the Bill alreadyprovidcd for periodicel audit of the profit and loss account 
and the balance sheet of the foreman and hence there was no necessity to amend 
clause 66 t of the BiD as desired by the Committee (vide para 12 of the minutes 
dated S-I1-1991), . 

• 



89 

3. The Ccmm.ittee then considered and adopted the Bill, u amended, subject 
-·to certain further amendmenta as shown in Annexure I. 

4. The Committee also decided that the draft Report, as a consequence 01 
. furthec amendments to the BD1 having been accepted, be amcDeled aa:ordiDaly. 

The Committee also decided that the number of witnesses who appeared be-
. fore the Committee JDiaht be indicated in the Report. 

S. The Committee then considered and adopted the draft Report subject to 
certain modifications as per Annexure II. 

6. The Chairman announced that the Minutes of Dissent, if any, may be sent 
to the Lot Sabba Secretariat by 1300 hours on Saturday, the 21st November, 

.1981. 

7. The Committee authorised the Chainnan and, in his absence, Shri T, R. 
ShamaDDa to present the Report to Lot Sabha on the 2Sth November, 1981. 

8. The Committee placed on record their appreciation for the assisblnce ren-
. dered by the Minister of Finance (Shri R. Ventataraman) and the Deputy 
Minister of Finance (Shri Maganbhai Barot) during the course of their delibeN-

, tiona. 

9, The Committee also placed on record their appreciation for the cooperation 
and assistance rendered by the Legislative Counsels, Officers of the Ministry of 
'Finance end the Reserve Balik of India. 

10. The Committee also placed on record their appreciation and tbanb to 
the olicen and staff of Lot Sabba Secretariat for the dUipDt boJp ud valuable 
assistance rendered to the Committee in aU matten. 

11. Tho Chairman, while associating hilDlel( io thanldlll the above-men-
tioneci omeen, aIIo thanked the Members of the Committee for exteadiDl tIaeit 

'1uD cooperadon to him in conducting the proceedings of the Committee iD IDOIt 
eonpnial atmOlpbere. 

12. The Minister of F'maoce (Shri R. Venitatar.man), while lIIIOd.tia, 
.' bimle1f widl the vinI expreued by the Chairman, allO apprecia»d the wort 
done by tho Committee. . 

13. The Members of the Committee also placed on record their hiah ap-
precladon and thanks to the Cbairmla (Shri Era. Anbarasu) for very ably IIICI 

. bapardaUy conductia& the proceedings of the Committee and guidin, their 
• deliberat:ioaa at ftrioaI ItIpI of the BiU. 

14. The Committee tben adjoumecl. ... .,~. 



ANNEXURE 1 

SELECf COMMITTEE ON THE CHIT FUNDS BIl.L, 1980 
AMENDMENTS TO THE CHIT FuNDS BILL, 1980, AS AMENDED 

(vide para 3 of the minutes dl. 18-11-81) 
(i) Clause 13.- • 

jor the existing clause, substitute-
"13. (1) No foreman, other than a firm or other association of iDdivi" 

duals or a company or cooperative society shall commence or ~ 
duct chits, the aggregate chit amount of whicb at any time exceeds 
twenty-five thou.fand rupees. 

I 

(2) where the foreman is a firm or other association of individuals, tho 
aggregate chit amounf of the chits conducted by the firm or other 
association shall not at any time exceed,-

(a) where the number of partners of the firm or the individuals consti-
tuting the association is not less than four, a sum of rupees one 

laJch,' 
(b) in any other case, a sum calculated on the basis of twenty-fivt4 

thousand rupees. with respect to each such partner or individual. ' 
(3) Where the foreman is a company or coop~rative society, the aggre-

gate chit amount of the chits conducted -by it shall not at any time 
exceed ten times the net owned funds 6f the company or the co-
operative sodety, as the case may be. 

Explanatlon.-For the purposes of this sub-section, "net owned funds" 
shaD mean the aggregate of the paid-up capital and free reserves as 
disclosed in the last audited balance sheet of the company or c0-
operative society, as reduced by the amount of accumulated balance 
of loss, deferred revenue, expenditure 'MId other intangible assets, 

if any, as disclosed in the said baladee sheet." 
(ii) Clause 22.-

jor sub-daose (2), sl4bstitute-
"(2) If, owing to the default of the prizecll Bubseriber, the prize 

amount due in respect of any draw remains unpaid until ,he dcite 
of the next succeeding instalment, the foreman shall deposit die 
prize amount forthwith in a sep~ account in an apptov.t bank 
mentioned in the chit agreemedt and intimate in writitlg tile fact 
of such deposit and the reasons therefor to the priZed subscriber· 
and the Registrar: 

~vjded that where any prized subscriber does not collect the prize 
amount in respect of any instalment ci a chit within aperieGl, of 
two months from the date of the dnIw, it .W be opes to the· 
foreman to hold another draw in respect of such instalment." 

(iii) Clause 77.-
for the existing clause, substitute-

"77. If any person convicted of an offence under this Act is again 
convicted of an offence under this Act, he shall be punishablo 
for the second and for every subsequent offence with imprison-
ment for a term which may extend to two years and shall also be" 
liable to fine." 



ANNEXURE 11 

SELECI' COMMITI'EE ON TIlE CHIT FUNDS BIlL, 1980 

MODIFICATIONS TO THE DRAFT REPORT AS ADOPTED BY THB CoMMrnBIl 

(vldtr para S of tbe minutes) 

(i) Page (ix), para 8, add a new sub-para 

"In all 101 witnesses appeared before the Committee for siving oral 
evidence." 

(ii) Page (xvii), at the end of line 7, add 
"The Committee also feel that the ceDing applicable to companiea abould 

be made applicable to Cooperative Societies aJso. II 

(iii) Page (xviii), lor para 21, sub"itu~ 
"21. Clau.re IS.-The Committee are of the opinion that permlttin. the 

subscribers unilaterally without the consent of the foreman to alter 
the chit agreement by a special resolution could be unfair to the 
foreman and could be used to defeat the interest of the minority 
of members. The Committee are of the view thnt since the foreman 
and all the members are parties to the agreement, the chit agreement 
should not be altered without the consent of aU the above-saiel 
persons. This clauSe has, therefore, been -substituted by a new 
clause to provide that a cbit agreement shaJI not be altered. added 
to or canceUed except with the consent jn writing of the foreman 
and aU the subscribers to the cbit. 

(iv) Page (nii) , line IS, 
etftn "instalment" 
fldd "in a separate account in an approved bank. 

(v) Page (xxvi), line 7 of para 39, 

for "only" 
substitute "and fine" 

..... ~ ... 91 
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