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MINISTRY OF HOME AFFAIRS

New Delhi, the 24th August 1957
G.SR. 1316.—In exercise of the powers conferred by section 87 of the Funjab
Recrganisation Act, 1966 (31 of 1966), the Central Government hereby extends

to the Union territory of Chandigarh the Madras Chit Funds Act, 1961 (Madras
Act 24 of 1961), as at present in force in the State of Madras, subject to the

following meodifications, namely;—

Modifications

1. Throughout the Act, unless otherwise specified, for the word “Government”,
the word “Administrator” shall be substifuted ang there shall also be made in
any sentence, in which such substitution is made, such consequential amendments
as the rules of grammar may require.

2. In section 1, for sub-section (2), the following sub-section shall be substi-
tuted, namely:—

“(2) It extends to the whole of the Union territory of Chandigarh.”.
3. In section 2,—
(a) for clause (1), the following clauses shall be substituted, namely: —

“(1) “Administrator” means the Administrator for the Union territory
of Chandigarh;

(1A) “approved bank™ means a bank approved by the Administrator;”;
(b) Clause (11) shall be omitted.

4. In section 12, the words “Government securities” in all places where they
occur shall stand unmodified.

5. In section 37, in the second proviso to sub-section (2), for the words, figures,
brackets and letfer “Banking Companies Act, 1949 (Central Act X of 1949), such
inspection shall be made only at the premises of the company”, the words, figures
and brackets “Banking Regulation Act, 1949 (Central‘Act 10 of 1949), or a corpo-

‘ration established by or under any statute ang carrying on the business of bank-

ing, such inspection shall be made only at the premises of the company or the
corporation, as the case may be,” shall be substituted.

6. In section 38, for the portion beginning with “A chit registered in the presi-
dency-town” and ending with the words ‘“where the chit has been registered”,
the following shall be substifuted, namely:—

“A chit may be wound up by the District Court”.

7. In section 46, in sub-section (2), for the words “District Gazette”, the words
“Chandigarh Gazette” shall be substituted.

8. In section 47, the words “Where insolvency proceedings against the fore-
man are pending in different ccurts, the High Court may transfer the proceedings
from one court to another as it may deem fit” shall be omitted.

9. In section 53, in sub-section (2), for the words “Fort St George Gazette”,
the words “Chandigarh Gazette” shall be substituted.

10. In section 57, the words “a salaried presidency magistrate or” shall be
omitted.

11. In section 59, in sub-section (1), the words “in the mufassal or presidency
magistrate in the Presidency town.” shall be omitted.

12. In section 63,—

(a) in clause (a) or sub-section (3), for the words “Fort St George
Gazette”, the words “Chandigarh Gazette” shall be substituted, and

(b) sub-section (4) shall be omitted.
13. For section 67, the following section shall be substituted, namely: —

‘67. Amendment of Central Act 2 of 1899 in its application to the Union
territory of Chandigarh.—In Schedule 1A to the Indian Stamp Act,




1899 (Ceniral Act 2 of 1889), in its application to the Union terrilory
of Chandigarh, after 20, the ifollowing eniry shall be inseried
namely:—

‘20-A. A chit ag
lating to-a
tion 2 of the 1
extended to the Unien terr
garh, if either such agreemeni
the chil iz conducted in the Union territory of
Chandigarh.”.

14, Section 68 shall be omitted.

15. Sub-section (2) of section 69 shall be omitted.

One rupee'.

ANNEXURE

TEE MADRAS CHIT FUND ACT, 1861 AS EXTENDED TQO THE UNIOXN
TERRITORY OF CHANDIGARH

(Manras Act 24 or 1961)
An Act to provide for the regulation of chit funds in the State of Madras.

Whereas it is expedient to provide for the regulation of chit funds in the State
of Madras:

BE it enacted in the Twelfth Year of the Republic of India as follows:—

CHAPTER I

Preliminary

1. Shert title and commencement.—(1) This Act may be called the Madras Chit
Funds Act, 1861,

(2) It extends to the whole of the Union territory of Chandigarh.
(3) It shall come into force on such date as the Administrator may, by notifi-

cation, appoint, and different dates may be appointed for different areas and for
different provisions of this Act,

9. Definitions.—In this Aect, unless the context otherwise requires—

(1) “Administrator’” means the Administrator for the Union territory of
Chandigarh;

(14) “approved bank” means a bank approved by the Administrator;

(2) “chit” means a transaction whether called chit fund chit, kuri, or, by any
pther name, by which its foreman enters into an agreement with a number of
subscribers that every one of them sha| subseribe a certain sum or a certain
quantity of grain by nstalments for a definite period and that each subscriber in
his turn as determined by lot or by auction or by tender or in such other manner
as may be provided for in the agreement, shall be entitled to a prize amount;

Explanation.—A transaction is not a chit within the meaning of this clause, if
in such transaction—

(2) some alone, but nat all, of the subscribers get the prize amount without
any liability to pay future subscription; or

(b) all the subscribers get the whole of the chit amount by turns with a
liability to pay future subscriptions.

Illustration.—There are 100 subscribers to a chit and the subscription by each
of them is Rs. 10. All the subscribers get by turns Rs. 1,000 being the whole of
the chit amount and are liable to pay fulure subscriptions. The transaction falls
within elause (b) of the above Explanation and is mot a chit;

(3) “chit agreement means a document containing the articles of agreement
between the foreman and the subscribers relating to the chii;
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(4) “chit emount” means ithe sum t{otal of the subseriptions payable by all the
subscribers for any instalment of a2 chit without zny deduction for discount of
otherwise;

(5) “defaulting subscriber” means z subscriber who has defaulted in the pay-
ment of subscriptions due according io the {erms of the chil agreement;

(6) “discount” means the sum or the guantity of grain, which 2 prized sub-
scriber has under the terms of the chit agreement o forego and which is set apart
under the said agreement to meet the expenses of running the chit or for distribu-
tion among the subseribers or for both; :

(7) “dividend” means the shere of a subscriber in the discount available under
the chit agreement for raieable distribution among the subscribers at each instal-
ment of the chit;

(8) “drawing” means ascertaining of the person or persons entitled to the prize
amount at any instalment of a chit;

9) “firm” means a firm registered under the Indian Partnership Act, 1938
(Central Act IX of 1832);

(10) “foreman” means the person who under the chit agreement is re;pons_ible
for the conduct of the chit and includes any other person discharging the functions
of the foreman under section 30;

. Provided that no firm shall be a foreman unless such firm is registered under
the Indian Partnership Aet, 1932 (Central Act IX of 1932);

(11) Omitted.

(12) “non-prized subscriber” does not inlcélude a subscriber who has defaulted
in the payment of subscriptions due according to the terms of the chit agreement;

(13) “prize amount” means the difference between the chit amount and the
discount, and, in the case of a fraction of a ticket means the difference between
the chit amount and the discouni proportionate to the fraction of the ticket; and
when the prize amount is payable otherwise than in cash, the value of the prize
‘amount shall be the value at the time it becomes payable; '

(14) “prized subscriber” means a subscriber who has either received or 1s
entitled to the prize amount;

(15) “Registrar” means a Registrar appointed under sub-section (1) of section

e

(16) “subscriber” includes a person who holds a fraction of a ticket and a'so
a transferee of a ticket or a fraction thereof by assignment in writing or by

operation of law:

(17) “ticket” means the share of a subscriber in a chit.

CaapTer II

Constitution and Registration

3. Registration of by-laws.—(1) Save as otherwise provided in this Act, no per-
son shall start or conduct any chit unless he has registered with the Registrar the
proposed by-laws of the chit.

. (2) For the purpose of registration, there shall be filed with the Registrar the
by-laws of the chit in duplicate signed by the foreman and attested by at least
two witnesses.

. (3) The Registrar, on being satisfied that the by-laws are not contrary to this
Act or to the rules made thereunder, shall issue fo the foreman a cerijyjﬁcate of
registration and such certificate shal’ be conclusive evidence that the by-laws of
the chit therein mentioned are duly registered.
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(4) The Registrar shall retain the by-laws of the chit and return the duplicate
of the by-laws to the foreman with an endorsement that the by-laws have been
Tegistered.

4 Prohibition of invitation for subscription to chit of which by-laws have not
been recistered.—No person shall issue or publish any notice, circular, prospectus
or other document containing the terms and conditions of any chit or inviting the
public to subscribe for tickets in any chit unless such notice, circular, prospectus

ig2l, Kk

or other document relates to a chit the by-laws of which have been registered,

X Form of chit agreement.—Every chit agresmeni shall be in cuplicate and
chall be signed by the subsecribers or by persons authorized in that hehalf in writ-
ing by the subscribers, and ihe foreman and attested by at least two wilnesses,
and it shall contain the following particulars, namely:—

(1) The full name and the permanent residential address of every subscriber;
(2) the tickets held by each subscriber;

(3) the number of instalments and the amount payable in respect of each ticket
for each instalment;

(4) the dates of commencement and termination of the chit;

(5) the mode of ascertaining the prized subscriber;

6. Filing of chit agreement.—(1) Every chit agreement with its duplicate shall
to forego;

. (7) the mode and proportion in which the discaﬁnt is distributable by way of
dividend, foreman’s commission and -other expenses, if any;

(8) the date, time and place at which the chit is to be drawn.

. (9) if under the chit agreement the foreman is entitled to the chit amount ,the
instalment at which the foreman is to get the chit amount;

(10) the approved bank or banks in which chit moneys shall be deposited -b!
the foreman under the provisions of this Act;

(11) the manner in which a chit shall be dontinued, where a foreman who 1s
an individual dies or becomes of unsound mind; and

(12) any other particulars which may be prescribed.

Explanation—It is sufficient to get the signature of each subscriber on separate
copies of the agreement.

6. Filing of chit agreement.—(1) Every chit agreement with ite duplicate shall
be filed with the Registrar.

'(2) The Registrar shall, on being satisfied that the by-laws of the chit have
agreement to the foreman with an endorsement that the chit agreement is filed.

7. Commencement of chit business.—(1) No person shall commence any auction

or drawing of any chit unless he has obtained a certificate of commencement from
the. Registrar. ol 4 ;

(2) The Registrar shall, on being satisfied that the by-laws of the chit have
been registered and the chit agreement has been filed and the security required
under section 12 has been furnished by the foreman, grant a certificate of com-
mencement.

.'8. Copies of by-laws and chit agreement to be given to subscribers.—(1) The
foreman shall, as soon as may be after he has obtained the certificate of commence- |
ment referred to in section 7, but not later than the date of the first drawing of
the chit, furnish to every subscriber a copy of the by-laws of the chit and of the
chit agreement certified by him toibe a true copy. . e




(2) The foreman shall, within the &iteenth day of the month succeeding the
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month in which the first instalment of the ehit is drawn, file with the I—:egitrar
a certificate io the effect that he has complied with the provisions of sub-section
). '
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9. Alteration of chit agreement.—The chit agreement shall not be aliered. added
to or cancelled except with the consent in wriling of the foreman and all ihe sub-
.Seribers 1o the chit.

_ 10. Minutes of proceedings.—(1) Minutes of the proceedings of every drawing
shall be drawn up and enfered in a book to be kept for that purpose and shall be
signed by the foreman and all the subscribers present. It shall also be signed by
the prized subscriber or his authorized agent.

(2) Such minutes shall state clearly

(i) the date and hour when the proceedings began and ended and the place
where the drawing was held;

(ii) the number of the particular instalment of the chit of which proceed-

ings are recorded;

(iii) the names of the subscribers present;

(iv) the person or persons who become entitled to the prize amount in the
particular instalment;

(v) the amount of discount;

{vi) full particulars regarding the dispesal of the prize amount in respect
of the preceding instalment and gdisposal of unpaid prize amount, if -
any, in respect of any previous imstalment; and

(vil) any other particulars which may be prescribed.

11. Copy of minutes to be filed with the Registrar.—Every foreman shall, with-
in the fifteenth day of the month succeeding the month in which one or more instal-
ments of the same chit or one or more instalments of any other chit are drawn,
file with the Registrar z copy of the minutes referred to in section 10 in respect
of the drawings at all such instalments and certified by the foreman to be a true
copy.

CHaFTER IIT
Foreman

12. Security to be given by foreman.—(1) For the proper conduct of the chit
evéatry fgreman shall, before applying for the certificate of commencement under
section 7,—

(a) execute an indenture of mortgage and trust in favour of the Registrar
as trustee charging by way of security property sufficient to the satis-
faction of the Registrar for the realization of the chit amount; or

(b) (i) deposit in any approved bank an amount of cash not less than half
of the chit amount, or ‘ )

(ii) invest in Government securities of the face value or market value,
whichever is less of not less than half of the chit amount,

and transfer the amount so deposited or the Government ities i
of the Registrar to be held in trust by him as sescﬁzi-]-ilgt:ms By

H

Provided that, where movable property is charged by way o =
such .Iﬁnd of mo;rablﬁ %'ogergy, as.ingy_be prfl.-]scribed shall be sg d}farsggr;tga :lrxlg -
movable property sha e deposited In such manner and with
officer as may be prescribed. : 1 2eh S s o
(2) Where a foreman conducts more. than ‘one chit, he shall furnish fHe
in accordance with the provisions of sub-section (1) in respect of eacisgusc%cucrﬁg_
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(3) Subject to the provisions of cection 520 of the Companies Act, 1856 (Central
Lct I of 1056). the securiiy given by the foreman under sub-section (1) shall not
bo lable o be atiached in execution of a decreg or otherwise—

(i) until ihe chil is ter ninated and the claims of all the subscribers aTe
fully satisfied;

(i) until all dues p
or any Gther

hle by the foreman under this Act to the Registrar
#icer have been pald;

(iii} where owing to ihe default of the prized subseriber the prize amount
due remains unpaid even afier the terminalion of a chit until the
foreman deposits such amount in.an approved bank mentioned in the

chit agreement and intimates in writing the fact of such deposit to
the prized subscriber.

(4) The Registrar shall, after the termination of a chil and after satisfying
himself that the requirements ander clauses (i) to (iii) of sub-section (3) have
peen complied with, release the property charged by way of security or order the
release of the cash security or the Government securities referred to In sub-section
(1) and in so doing, he <hail follow such procedure as may be preseribed.

(5) The Registrar may, on the application of any foreman, instead of releasing
the security under cub-section (4), accept the same as security in respect of any
other chit or chiis conducted by the same foreman. If the value or amount of the
security so accepted is less than the value or amount specified in sub-section (1).
the Registrar shall require the foreman to furnish additional security to make Uup
the deficiency. If the value or amount of such security is in excess of the value

or amount reguired, the Registrar shall release such excess.

(6) Notwithstanding anything to the contrary contained in any other law, the
security furnished under this section shall not be dealt with by the foreman during
the currency of the chit and any dealing by the foreman with respect thereto by
way of transier, charge, mortgage or other encumbrance shall be void.

13. The rights of the foreman.—The foreman shall be entifled—

(a) in the absence of any provision in the chit agreement to the contrary
to obtain the chit amount at the instalment specified in the chit agre?az

ment;

(b) to such commission or remuneration not exceeding five per cent of the
chit amount as may be fixed in the chit agreement;

(¢) to receive and realize all contributions from the subscribers and to dis-
tribute the prize amounts to prized subscribers and the dividend
among the subscribers;

() to demand sufficient security from any prized subscriber for the due-
payment of future subscriptions; _

(e) to substitule subscribers in the place of defaulters; and

(f) to do all other acts that may be necessary for the due and proper con-
duct of the chit.

'14. The duties of the foreman.— (i) The foreman shall, on the prized subscriber
furnishing sufficient security for the due payment of future subscriptions, be bound
to pay him the prize amount:

Provided that the prized subscriber shall be entitled to demand immediate pay-
ment of the prize amount after deducting all future subscriptions without any
security whatsoever, and in such case the foreman shall, before the date of the
next succeeding instalment, deposit I an approved bank mentioned in the chit
apreement the amount of future su‘bscnptmns deducted as aforesaid and he shall
not withdraw the amount so deposited except for payment of future subscriptions.

(2) 1 owing 1o the default of the prized subscriber the prize amount due in
respect of any drawing remains unpaid before the date of the next succeeding
drawing. the foreman shall deposit the same forthwith in an approved bank
mentioned in the chit agreement and intimate in writing the fact of such deposit
to the prized subsecriber. . B
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(2) Every payment of the prize amount, the deposit of the int of future

subscriptions under sub-seciion (1) a2ng the deposit of the pri U under
sub-section (2) shall be intimated fo the suhse Ts at the ing draw-
ing, an® particulars of such pavmen e lere = of the

proceedings of that drawing,

(4} The foremarn shzll nol apprapriete for himself any amount in excess of
what he ic entitled to under clalses (a) and (b) of section 13-

Provideq that the foreman may appropriate for himself the interest accruing gn
the amount deposifed under {he proviso to sub-section (1):

15. Registers and books of aceount.—The foremean shall keep such registers ané
books of account, and in such form, as may be prescribed.

16. Balance-sheel.— (1) Every foreman shali rrepare and file with the Registrar
in such manner and within such time as may be prescribed, a belance-sheef duly
audited either by zudifors duly gqualified to act as auditors of companies under
the Companies Act, 1956 (Central Act I of 1856), or by a Chief Auditor appointed
under sub-section (2) of section 51 and relating to the period of acecount.

i2) The balance-sheet referred tg in sub-section (1) shall—
(a) contain a summary of the assets and liabilities of the chit: and

(b) give such particulars as will disclose the nature of the assets and liabi-
lities and how the value of the assets has been arrived at.

17. Liability of the foremzn to the subscribers.—(1) Every foreman shall be
Kable to account fo the subsecribers for the amounts due {o them.

(2) Where there are more than one foreman each one of them jointly and
several'y or if the foreman is a firm, each one of the partners thereof jointly and
severally and if the foreman is a Corpcration, the Corporation as such shall be
liable to the subscribers in respect of the obligations arising out of the chit.

18. Withdrawal of a foreman —Where there are more than one person as fore-
man in a chit, none of them shall withdraw from it until the termination of the
chit un’ess such withdrawal is assented to by all the non-prized subscribers and
unpaid prized subscribers and a copy ¢ such assent has been filed as required by
sec%ion 32. Such withdrawal shall not however, affect the securily given under
section 12. !

CHAPTER IV
Non-prized Subscribers

15. Non-prized subscriber to pay subscription and get receint.—Every non-
prized subseriber shall pay his subscription at the time and place menticned in
the chif agreement and shall cn such payment be entitled to get a receipt from
the foreman.

20. Removal of defau'ting subscribers.—(1) A non-prized subseriber who
defaults in paying his subscription in accordance with the terms of the chit
agreement shall be liable fo have his name removed from the list of subscribers.
Every such remowal shall, with tha date thereof, be entered in the relevant book
maintained by the foreman. A written notice of such removal shall be given by
the foreman to the defaulting subscriber within fourteen days of such removal.

(2) A true copy of the entry referred to in sub-section (1) shall be filed by the
foreman with the Registrar within fourteen days from the date of such remcval,

(3) Any defaulting subscriber aggrieved by the remova! of his name irom the
list of subscribers may, within seven days of the communication to him of the
notice of removal. appeal to the Registrar.

(4) The Registrar may, after giving the parties an opportunity of being heard,
p}fss such orders on the appeal az he thinks fit and the decision of the Registrar
shall be final.

21. Substitution.—(1) The foreman may substitute in the list of subscribers
any person in the place of a defaulting subscriber: whose name has been removed
from such list under sub-section (1) of section 20:




Provided that no such substitution shall be made until the expiry of the period
allowed for appeal under sub-section (3) of section 20, or where any such appesl
has been preferred. until the same has been disposed of.

(2) Every substitution referred io in sub-section (1) shall, with ihe date there-
of, be entered in the relevant book maintained by the Ioreman. & rue CODY of
every such entry shall be filled by the foreman with the Registrar within Iourieen
days irom the date of substitution.

(3) All arrears of subscriptions realised from the substituted subseriber, less
any amount advanced by the foreman, shall, beiore the date of the next succeed-
ing instalment be deposited by the foreman in an approved bank menticned in
the chit agreement. The foreman chall not withdraw the amount s¢ deposited
excepl for payment to the defaulting subscriber.

Explanation,—For the purposes of sub-section (3), ‘arrears of subscriptions’
shall mean all the previcus instalments realised from the substituted subscriber.

99. Amouni due to defaulting subscriber how dealt with.—When a substituted
gubseriber draws the prize amount the defaulting subscriber shall be entitled to
recover from the foreman his contributions subject to such deductions as may be
provided for in the chit agreement. The foreman shall due on demand made by the
defaulting subscriber and on his executing an acknowledgement duly signed be
bound to pay to the defaulting subscriber the amount due to him before the date
of the next succeeding instalment. If the defaulting subscriber fails to furnish the
acknowledgement as aforesaid, the foreman shall, before the date of the mext suc-
ceeding instalment, deposit in an approved bank the amount due to the defaultingz
subscriber. The amount so deposited shall not be withdrawn by the foreman for
any purpose other than for payment to the defaulting subscriber-

CHAPTER V

Prized Subscribers

93, Prized subscriber to give security.—Before receiving the prize amount
without deducting all future subscriptions, every prized subseriber shall furnish
and the foreman shall take sufficient security for the due payment of future subs-
criptions and if the foreman is the prized subscriber, he shall give security for
the due payment of future subscriptions to the satisfaction of the Regisirar.

24, Prized subscriber to pay the subscription regularly.—Every prized subseri-
ber shall pay his subscriptions regularly at the time and place and on the date
mentioned in the chit agreement and on his {ailure to do so, he snall be liable {0
make a consolidated payment of all the future subscriptions at once.

-95. Foreman to demand future subscriptions by written notice.—(1) A fore-
man shall not be entitled to claim cor_isc‘.idat-ed payment of all the future subscrip-
tions from a defaulting prized subscriber unless he shall have demanded the same
in writing.

"(2) If in a suit by a foreman for consolidated payment of future subscriptions
from a defaulting prized subscriber, the defendent pays into court on or before
the date to which the suit is postsd for hearing the arrears of subscriptions till
that date togetber with interest thereon at the rate provided for in the chit agree-
ment or at twelve per cent per annum simple interest whichever is lower, and
the costs of the suit for payment to the plaintiff. then, notwithstanding any con-
tract to the contrary, the court shall pass a decree directing that the defendant
shall deposit in court for payment to the plaintiff, the future subscripiions on or
before the dates on which they {all due and that, in defauli of payment by the
defendant of any future subscription on or before the due date the plaintiff
shall be at liberfy to realize in execution all the future subscriptions and interest
thereon, less the amount, if any already deposited by the ‘defendant:

Provided that if any such suit is upon a promissory note, no decree shall be
passed under this sub-section unless such promissory note expressly state that the
amount due under the promissory note is towards payment of subscriptions to the
chit. .

s ¢3) Any person who holds an interest in the property furnished as sécurity or
any part thereof shall be entitled to make payment under sub-section (2).
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{4) All consolidated payments of fulure subscriptions realized by a foreman
snall be deposited in an approved bank before the date of the nexti succeeding
instalment. The amount so deposited may be withdrawn only for payment of
future subscriptions. When any preperty is acquired in leu of the consolidated
payment, it shzll remain as securily for the due payment of iuture subscripticns.

CHaAPTER VI

Transfer

26. Restrictions on transfer of right of foreman.—(1) No transfer of the righis
of a foreman to receive subscriptions from prized subscribers shzall be mzade with-
out the previous sanction in writing of Registrar,

(2) Any such transfer of the rights of a foreman to receive subscriptions frem
a prized subscriber shall, if it js likely to affect prejudicially the interest of any
non-prized subscriber or unpaid prized subscriber, be set aside on application by
such subscriber to such officer as may be empowered by the Administrator in this
behalf.

(3) When under sub-section (2) a transfer is disputed by a subscriber, the
burden of proving that the foreman was insolvent circumstances at the time of
the transfer and that the transfer is not likely to affect prejudicially the interest
of any such subscriber is upon the transferee.

27. Transfer of nonprized subscriber's right te be in writing.—Every trans-
fer by a non-prized subseriber of his rights in the chit shall be in writing duly
attested by at least two witnesses and shall be filed with the foreman. g

28. Recognition of transfer by the foreman—Every transfer under section 27
shall be recognized by the foreman, unless the transferee is not solvent or the
transfer- was effected with a view to defeat the provisions of any law.

29. Entry of transferee's name in the book.—Every transfer made under sec-
tion 26 or section 27 shall be entered by the foreman in the books of the chit

#

forthwith and a true copy of such entry shall be filed by the foreman with the -

Registrar within fourteen days from the date of such entry.

CHAPTER VII
Termination of Chits
30. Provisions from continuation of chits im certain cases.—Where the foreman
who is an individual dies or becomes of unsound mind, the chit may be continued
in acccrdance with the provisions of the chit agreement.

31. Termination of chit.—A chit shall be deemed to have terminated—

(2) when the period fixed in the chit agreement has expired, provided pay-
ment of dues to all the subscribers has been completec?; or e

(b) when all the non-prized and unpaid prized subscribers consent in writ-

ing to the termination of the chit and a copy of such consent is filed
as required by section 32; or

. (e) When a foreman, who is an individual, dies or becomes of
mind and the chit is not continueq in accordance with the p
ot the chit agreement:

. Frovided that in the case of a foreman which is a firm, if a partner dies

or becomes of unsound mind, the chit shall ‘not be deemed to have

unscund .
rovicicns

terminated and the surviving partner or partners shall conduet the-

chit tin the absence of any provision to the contrary in
ment. .

32.Copy of assent or comsent to be filed with the Registrar.—4A

: s . A tru .
every assent mentioned in section 18 and of every consent mention € copy of

31, with the date of such assent or consent shall be filed by the Eoigmlannsgf‘t:'lgn
the remaining foreman or foremen, as the case may be, with the R 4

‘the chit agree-

Tourteen days from the date of such assent or consent, egistrar within -
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33. g,e{uud of non-prized subsecriber’s contributions—Except in the cases refer-
red tu in clauses (&) and (by ol section 31—

{aj every non-prized gubscriber shall, unless otherwise provided Icr In the
chit agreement, be entitled 10 gel back his contribution at the iermi-
nation of the chit without deduciion for dividend, if any, received by

him: )

Provided that any Person to whom the rights of a non-prized subscriber are
transferred uncer sections 27, 28 and 29 shall, in addition to his own
contributions, be entitied ioc gei back tne contribution made by such

non-prized subscriber, subject to the conditions specified in this clause;

() il the chit _terminates on a date earlier than the date originally fixed
in the chit agreement. the non-prized subscriber’s claim shall be

deemed to have arisen cn the date on which he has notice thereoi.

dues to be firsi charge on chit assets.—Where there are debts
an of a chit in relation thereto and also other debts due irom
hit debts due to the subscribers shall be a first charge on the

34. Subscribers’
due irgm the forem
such fcreman, the ¢
chit assets.

CuapTeER VIII

Inspection of Documents

35. Foreman fo allow subscriber to examine chit records.—Every foreman shall,
on payment of such fee not exceeding five rupees as may be specified in the
chit agreement, allow non-prized and unpaid prized subscribers all reasonable
facilities on all days of drawing of chits or on such days and within such hours
as may be provided for in the chit agreement for the inspection of security bonds
and documents, receipts and other records taken from the prized subscribers or
furnished by the foreman himself in his capacity as a subscriber and all chit
records ircluding books of account and pass bocks, the balance sheets and profit
and loss accounts and such other records as may show the actual financial position

_of the chit scheme-

36. Preservation of chit records by foreman—All the records pertaining to a
chit shall be preserved intact by the foreman and kept for a period of six years

from the date of the termination of the chit.

27, Imspection of chit books and records—(1) () The Registrar; or

of chits in this bebalf,

(b) 2ny officer authorized by the Director its 3
fter giving due notice in wriling to

may inspect the chit books and all records a
the foreman.

(2) Every foreman chall be bound to produce the chit boaks and records before
thorized under sub-section (1) at the time and place

the Registrar oT the officer au : . : _
menticned in the notice and shall furnish such information to him as he may

require:

Provided that such inspection may be made at the premises of the foreman if
he pays in advance such fees as may be prescribed for the inspeciion:

provided further that if the foreman i3 a banking company as defined in the
lation, Banking Companies Act, 1949 (Central Act 10 of 1449), or a corporation
established by or under any statute and carrying on the business of banking, such
hall be made only at the premises of the company or the rorpcration,

inspection sha :
oot ay be. and only on a working day and such foreman shall pay such

the case M .
iilt'e:sles as may be prescribed for the jnspection.
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CHAPTER IX
Winding up of Chits
38. When chit may be wound up.—A c¢hit may be wound up by the Disiricl

Couri—
(a) if the chit has {erminated under clause (¢) of section 31, or

(b) if the foreman fails to give the security specified in seetion 12 or if the
commits any such act in respect thereto as are calculated to impair
materially the nature of the securily or the value ihersol, or

(c) if he fails to deposit the chil moneys in accordance with the provisions
of this Act, or

(d) if it is proved to the satisfaction of the court that the foreman is unable
to pay the amounts due to the subseribers, or

(e) in execution or other process issued on a decree or order of any court
in favour of any suhscriber in_respect of amounts due to him from
the chit is returned unsatisfied in whole or in part, or

(f) if it is proved that there has been fraud or collusion on the parti of the
foreman in the matter of taking securities from prized subscribers, or _

(g) if the foreman has appropriated the prize amount in his capacity as 2
subscriber without furnishing sufficient security for future subscrip-
ticns, or

(b) if it is just and equitable that the chit should be wound up.

Explanation—For the purposes of clause (d) in determining whether the fore-
man is unable to pay the amounts due to the subscribers, the court shall take into
account his contingent and prospective liabilities in respect of the chit:

Provided that a chit conducted by a company within the meaning of the Com-
panies Act, 1958 (Central Act I of 1956), shall be wound up only by the court
having jurisdiction under that Act.

39. Winding up_application.—The application tv ‘the court for the winding up
of ‘a chit shall be by a petition presented by any non-prized subseriber or unpeid
prized subscriber or by the Registrar, signed and verified in the manner prescrib-
ed by the Code of Civil Procedure, 1908 (Central Act V of 1908), and shall con-
tain such particulars as may be prescribed:

Provided that no application for the winding up of a chit under clauses (d) and

(h) of section 38 shall lie unless such petition is presented—

(a) by those non-prized subseribers and those unpaid prized subscribers
whose subscriptions o the chit amount in the aggregate to at least
twenty-five per cent of the amounts contributed by all the nen-prized
subscribers and unpaid prized subscribers: or

(b) with the previous sanction of the Administrator.

Erplanation.—For the purposes of the above proviso, a subscriber of a fraction
of a ticket shall be deemed to be a subscriber only to the extent of such traction.

40. Ensvlvency or liguidation a bar to winding up proceedings.—Notwithstand-
ing anything contained in sections 38 and 39, no petition for the winding up of a
chit shall be entertained by a court if proceedings under the law relating to insol-
vency for the time being in force are pending against the foreman for adjudicating
him an insclvent or when the foreman is a company, if proceedings for winding
up the company are pending against such company in a court.

41. Commencement and effect of winding up order-—An order for the wind-
ing up of a chit shall operate in favour of all the subscribers to whom amounts
are due from the chit and it shall be deemed to have commenced from the time
of the presentation of the application for the winding up.
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42. Injunction order—The courf may, upon the =zpplication of the foreman or
of any subscriber t{oc whom amounts are due in respeci of the chit at any time after
the presentation of the application for the winding up of a chit under this Act and
before the making of an crder for the appointment of an Interim Receiver or for
winding up the chit, restrain further proceedings in any suil or proceeding insti-
tuted against the foreman for the realization of amounts Zue from the ehit upon
such terms as the court thinks fi,

43. Fowers of cour! on hearing the application-—On hearing the upplication,
the court may dismiss it with or without costs or adjourn the hearing conditionally
or unconditionally or make an interim order or any other order that it deems fit.

44, Chit assets to vest in court for distribution.—On the making of an order for
the winding up of a chit, the entire chit assets shall vest in the court for distribu-
tion emongst the subscribers o whom amounts are due in respect of the chit and
the court shall pass such orders in the matier (including the appointment of a
receiver) as it deems fit.

45. Suiis stayed on winding up orders.—When a winding up order has been
made by a court, no suit or other legal proceedings shall be continued or com-
menced against the foreman by a subscriber for the realization of amounts due to
him in respect of the chit except with the leave of the court and on such terms as
the court may impose.

4¢. Copy of winding up order to be filed with the Registrar.— (1) Cn the mak-
ing of a winding up order, it shall be the duty of the petitioner in the winding
up proceedings and of the Receiver to file with the Registrar a copy of the order,
within one month from the date of the making of the order:

Provided that the Registrar may, upon application in writing by such petitioner
.or Receiver, allow, in his discretion, further time nat exceeding fifteen days for
the filing cf any such copy-

(2) On the filing of a copy of the winding up order, the Registrar shall make
.an entry thereof in his books relating to the chit and shall notify in the Chandi-
.gath Gazette that such an order has been made.

47. Stay of winding up proceedings on insOlvency of foreman and iransfer of
insolvency proceedings.—When during the pendency of the proceedings for the
winding up of a chit, the foreman is adjudicaied an insolvent or when the fore-
man is a company, the company has been ordered to be wound up by the court,
the winding up proceedings under this Act shall cease and the distribution of the
_chit assets shall, subject t¢ the provisions contained in sections 34 and 42, be made
by the insolvency court or the court winding up the company, as the case may be-

48. Compensation for frivolous or vexatious application.—(1) Waen an applica-
tion presenied for winding up a chit is dismissed and the courl is satisfied thai
the application is frivolous or vexatious, the court may award against the appli-
cant such amount, not exceeding five hundred rupees, as it deems reasonable as
compensation to the foreman for the expense or injury occasicned to him by the
application and the proceedings thereon and such amount may be realized as if
-the award were a decree.

(2) Compensation under sub-section (1) shall bar any suit for compensation.

49. Right of appeal—The foreman, any subscriber, the Receiver or any other
person aggrieved by a decision or order of the court in proceedings for winding
up a chit may, within two months from the date of such decision cr order, appeal
to the Hieh Court.

50. Limitation.—(1) Where an order refusing to wind up a chit has been made
.under this Act, the chit shall be deemed to have been under suspension from the
date of the presentation of the application to the date of such crder in respect of
qon-prized subscribers, and notwithstanding anything contained in the chit agree-
ment, no non-prized subscriber who was not a defaulier on the date of the
presentation of the application for winding up shall be deemed to be a defaulfer
on the date of its dismissal.

(2) Where an order refusing to wind up a chit has been made vnder this Act
in computing the period of limitation prescribed for any suit or other legal pro-
ceedings ((other than a suit or an application in respect of which the leave of the
.court has been obtained) which might have been brought or instituted the period
from the date of the presentation of the application to the date of the crder refus-
ing to winéd up the chit shall be excluded. :
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(3) Nothing contained in this Act shall affect the right of the subscriber o
proceed by suit or application against the foreman personally for the baiance, if
any, of ihe amount due to him after the declaration of the final dividend in
proceedings ior winding up the chil and in computing the period of Hmitation
brescribed for any such  suit or application, the period from the date of the
bresentation of the application for winding up the chit to the date of the declara-
tion of wne finel dividend shall be excluded.

CHaPTER X

Officers, Inspection and Fees

51. Appointment of Director of Chits Inspecting (fficers, Registrars and Chit
Auditors.—(1) The Admim’;trator may, i)y notification, appeint a Director of
Chits and as many Inspecting Officers and Registrars as may be mnecessary for
the purpose of discharging the duties unposed upon the Director of Chits, the

Inspecting Officers and the Registrars by or under this Act or the rules made
thereunder.

(2) The Directors of Chits may appoint as many Chit Auditors as may be
necessary for the purpose of discharging the duties imposed upon the Chit Audi-
tors by or under this Act or the rules made theresunder.

(3) All Inspecting Officers, Registrars and Chit Auditors shall discharge the
duties imposed upon them by or under this Act or the rules made thereunder
under the general superintendence and control of the Director of Chits,

(4) If the Registrar is of the opinion that the accounts of any chit are not
properly maintained and that such accounts should be audited, it shall be lawful
for him to have such accounts audited by a Chit Auditor, It shall be the duty of
the foreman of the chit concerned to produce before the Chit Auditer all accounts,
books and other records relating to the chit, to furnish him with such information '
as may be required and to afford him all such assistance and facilities as may be

necessary or reasonable and as may be required in regard to the audit of the
accounts of the chit,

(5) The foreman shall pay to the Chit Auditor such fees as may be prescribed
for the audif of the accounts of a chit under sub-section (4).

B2. Inspectior of documents in the Registrar’s office—Any person may, on
payment of such fess as may be prescribed—

(i) inspect the documents kept by the Registrar; and
+(ii) obtain a copy or extract of any document to be certified by the Regis-
trar.

53. Levy or fees,—(1) There shall be paid to the Registrar such fees as the
administrator may, from time to time, prescribe for—

(a) the registration of the bye-laws of a chit under section 3;
(b) the grant of a certificate of commencement under section Ty

(c) filing with the Registrar of the chit agreement and copies of documents
under sections 11, 20, 21, 29 and 32:

(d) the inspection ¢f documents under section 52;
(e) the certificate, copy of or extract of documents under section 52;

(f) the audit of the accounts of the foreman and the issue of an audit
certificate;

(g) such other matters as may appear necessary fo give effect to the pur-
poses of this Act.

'I"-(2) A table of fees payable under sub-section (1) shall be published in the
Chandigarh Gazette. )

CHarTER XI
;i Miscellaneous
2 54. Appeals.—(1) Any foreman aggrieved by an order of the Registrar—

(a) refusing to register the bye-laws of a chit under sub-section (1) of
section 3; ' s 4
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(b) refusing 1o grani a certificate of commencemeni under sub-gection (2}
of section 7;

(¢) refusing to accept the security under clause {a) of sub-section /1) of

seciion 12 or under seclion 23; or

ne to release the property charged by way of securily or io order
the release of the cash security or the Government securities under
sub-section (4) or sub-section (5) of seclion 12

may, swithic thirty days of the communication to him of such order. appsai to
the Director of Chits.

(2} Any foreman or any cther person aggrieved by an order of the Registrar
under sub-section (1) of section 26 or by an order of an officer empowered by the
Administrator under sub-section (2) of that secltion may, within thirty days of
the communication to him oi such order, appeal to the Director of Chiis.

(3) The Director of Chits may, affer giving the appellani an cpportunity of
being heard, pass such orders on the appeal under sub-section (1) or sub-section
(2), as he thinks {it.

55. Power of Registrar {o condone delay in certain cases.—The Registrar may,
in his discreiicn and upon an application in writing by any fcreman made within
the period vf fourteen days specified in any of the provisions of sub-section (2)
of seclion 20, sub-section (2) of section 21, section 29 and section 32, allow to the
foreman further iime not exceeding fifteen days to file a copy ¢f any document
under any of the provisions referreg to above.

56. Penallies.—(1) Whoever coniravenes or abets the contraveniion of any of

‘the provisions of sections 3, 4 and 7 shall be punishable with imprisonment for a

term which may extend to one year or with fine which may extend to five hundred

rupees or with both.

(2) Any foreman—

(a) who does not file the chit agreement under section 6 or a copy of any
document under section 11, sub-section (2) of section 20, sub-section
(2) of section 21, section 29 or section 32 within the period specified
for such filing or within the further time allowed under section 55
for such filing; or ]

(h) who contravenes any of the provisions of section 8, sub.sections (1) and
{6) of section 12, section 14, section 15, section 16, section 20, section
21, section 22 section 23, sub-section (4) of section 25, section 29,
section 35, section 36, section 37 and sub-section (4) of section 51; or

(c) who fails to comply with the requirements of the chit agreement re-
garding the date, time and place at which the chit is to be drawn,

shall be punishable with fine which may extend to one hundred rupees.

(3) Whoever in any document reguired by. or for purposes of, any of the
provisions of this Act wilfully makes a statement false in any material particularly
knowing it io be false, shall be punishable with imprisonment for a term which
may extend to one year or with fine which may exfend to five hundred rupees

or with both.

57. Cognizance of offences.—No court inferior to that of a salaried magistrate
of the first-class shall try any coffence under this Act

58. Application of fines—The ccurt imposing any fine under this Act may
direct that the whole or any parl thereof be applied in or tewards payment of
the ‘costs of the proceedings.

58. Power {g ernter and search any place and fo seize documents, efe.—(1) A
magistrate of the first-c’ass may, cn receiving a report from the Registrar ¢r the
Inspecting Officer appointed under sub-section (1) of section 51 that any persen
ccnducts or is responsibls for the conduct of 2 chit in any place in ecntravention
of the provisions of this Act, issue a warrant empowering the Registrar or the
Inspecting Officer to enter such place with such assistants &3 he considers necessary
and inspect the books, registers, accounts or documents in such place. On receiving
such warrant the Registrar or the Inspecting Officer may enter the place with
such assistants as he considers necessary and inspect the hooks, registers, accounts
or documents in such place and may take to his office for further investigation
such books, registers, accounts and documents as he ronsiders necessary :
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Provided that if the Registrar or the Inspectling Officer removes from the place
any bouk, register, account or documeni. he shall give io the person in charge of
the place g receipi deseribing the book, register, account or document so removed
by him :

Provideg furiher thzi within twenty-four hours of T'.helremu\‘a] of the books,
registers, accounts and documents from the place, the Registrar or 'E:he Inspecting
Officer shall either return them 1o the person from whose custcdy they were
removed or produce them in the court of the magistrate who issuzd the warrant.
Such magistrale may return the books, registers, acccunts and cocuments or any

‘of them to the person from whose custody they were removed by the Registrar

or the Inspecling Officer. afier taking from such person such security as the
magisivole considers necessary for the production of the hooks, registers, accounts
and documents when required whether by the Registrar or by the Inspecting
Officer or by the court. or may pass such other orders as ic their disposal as
appear just and convenient fo the magisirate.

(2) The Registrar or the Inspecting Officer shall have authority to require zny
person whose testimony he may require regarding any chit agreement fo atiend
before him or to produce or cause fo be produced any document and to examine
such person on oath.

(3) The Registrar or the Inspecting Officer may apply for assistance 1¢ an
officer in charge of a police station and take Police officers to accompany and
assist the Registrar or the Inmspecting Officer in performing his duties under this
Act,

60. Payment to be evidenced by document—All payments in respect of g chit
whether by the foreman or by the subscriber shall be evidenced by documents in
writing.

61. Interest at more than twelve per cent not tg be allowed.—No court shall
award inferest on claims arising under this Act at more than twelve per cent per
annum simple interest. .

62. Power of court to grant relief in certain cases.—Nothing contained in the
foregoing provisions of this Act shall affect the powers vested in a court for
granting relief against any of the provisions contained in the chit agreement, if
the same be unconscionable or opposed to the provisions of any law.

63. Power to make rules.—(1) The Administrator may make rules for carrying
out all cr any of the purposes of this Act.

(2) In particular and without prejudice to the generality of the foregoing
pewer, such rules may provide for or regulate—

(a) all matters expressly required or allowed by this Act to be prescribed;

(P) the matters in respect of which provision shall be made in the by-laws
of a chit and the procedure to be followed in making, registering,
a'tering and abrogating by-laws, and the conditinons to be satisfied
prior to such making, registration, alteration or abrogation;

(c)'the particulars which every chit agrezment shall contain;

() the method of valuation of graing by the Registrar in a prain chit, for
ihe purposes of security under section 12;

(e) the restrictions and conditions subject to which and the manrer in
which. any security given by a foreman under section 12 may be
changed or substituted;

(f) the procedure to be followed by the Registrar for the release of security
given by the foreman under section 12

() the maintenance of registers and books o acenunts by the foreman, the
safe custody of books, papers and documents in the Registrar’s office ‘
and also for the destruction of such booiks, papers and documents as

reed no longer be kept: ‘

h thfxpmcf-durs to be followed for the winding up of a chit under Chapier
: and

(1) the auditing of the balance sheets and profit and loss accounts and the
i1ssue of audit certificates. ’



(3) (2) All rules made under this Aci shall be published in the Chandigarh
Gazetiz and, unless they are expressed to come inio force om a particular day, shall
come into force on the day on which they are so published.

(b) All notificationg issued under this Act, shall. unless they czre expressed
le come inlo force on g particular day, come into force on ithe day on which they
are published.

(4) Omitted.

(4. Recovery of amounts due from gz furemn.—_All amounis due from a fore-
man io the Registrar or any other officer under this Act by way cf any fee shall
be recoverable as arrears of land revenue.

65. Act not to apply to certain ehiis.—The provisions of this Act shall not
z2pply in respect of—

(1) any chit starfed before the commencement of this Act, or

(2) any chit the amount of which or where two or niore chits are startea
or conducted simultaneously by the same foreman, the oggregate chit
amcunt of which does not exceed one hundred rupees.

66. Power to exemplt.—The Administrator may, by notiflcation. exempt any
perscn or class of persons to whom or any chit or class of chits tg which this
Act applies from all or any of its provisions, subject to such conditions as he
deems fit and may cancel or modify any such notification.

67. Amendmen{ of Central Act IT of 1899 in its application to the Union terri-
tory of Chandigarh.—In Schedule 1-A, to the Indian Stamp Act, 1899 (Central
Act IT of 1899) in its application to the Union territory of Chandigarh, afler entry
20, the folicwing entry shall be inserted, namely:—

*20-A. A chit agreement, that is an agreement relating )
to a chit as defined in clause (2) of section 2 of the |
Madras Chit Funds Act, 1961 as extended to the LOne rupee.”
Union territory of Chandigarh if either such agree- = .
ment is executed or the chit is conducted in
the Union territory of Chandigarh.

68. Omitted.

69. Power to remove difficulties—(1) If any difficulty arises in giving effect
to the provisions of this Act, the Administrator may, as ocecasion may require, by
erder, do anything which appears to him to be necessary for the purpcse of re-
moving the difficulty.

(2) Omitted. =

[No. F. 15/3/67-UTL-97.]
P. N. YASUDEVAN, Dy. Secy- .

GMGIPND—i12z7 M, of H.A.-~].C. 2687—3-T0-67—60.
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