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MINISTRY OF HOME AFFAIRS
NOTIFICATION

New Delhi, the 26th September 1962

G.S.R. 1311.—In exercise of the powers conferred by section 2 of the Union
terrltorles.(Laws)_Act, 1950 (30 of 1950), the Central Government hereby extends
to the Union territory of Delhi 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 modi«
fications, namely:— ‘

1. Throughoqtnthe Act, unless otherwise specified, for the word “Government”,
the word “Administrator” shall be substituted and 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 substituted,
aamely:—
“(2) It exiends to the whole of the Union territory of Delhi”.
3. In section 2—

fa) clause (1) shall be renumbered as clause (1A} and before the clause as
go renumbered, the following clause shall be Inserted, namely:—

e R ‘Agnll]ipistrator’ means the Administrator for the Tinjon territory of
. Delhi;”

(b} clause (11) shall be omitted.

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

5. In section 37, in the second proviso to sub-section (2), after the brackets,
words and figures (Central Act X of 1949)”, the words “or a eorporation estab-
lshed by or under anv statute and carrying on the business of hanking” chall be
inseriec.

6. In section 28, for the portion beginning with the words "“A chit registered in
the Presidency-town” and ending with the words “where the chit has been regis-
tered”, the following shail be substituted, namely:

-"A chit may be wound up hy the District Court”.

7. In section 46, in sub-section (2), for the words “District (razette”, the words
“Dethi Gazette™ shall be cubstituted.

8. In section 47, the words “Where insolvency proceedings against the foreman
are pending in different courts, the High Court may transfer the vroceedings from
one court to another as it mav deem £it” shall be omitted,

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

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

11. In section 59. in sub-section (1), the words “in the mufassa! or a presideney
magistrate in the Presidency-town,” shall be omitted.

12. In section 63,—

!

-(a) in clause (a) of sub-section (3) for the words “Fort St. George Gazette”,

| the words “Delhi Gazette” shall be substituted: and

(b} sub-section (4) shall be omitted. '

13. Ffor section 67, the following section shall be substituted, namely:—-

87, “Amendment of Central Act II of 1899 in its application to the Union terri-
tory of Delhi.—In Schedule 1A to the Indian Stamp Aect, 1899 (Central Act II of
1899), in! its application to the Union territory of Delhi, after.entry 20, (he following
eriry 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 ex-
tended to the Union ferritory of Delhi, if either such agreement ig
executed or the chit is conducted in the Union territory of Delhi’...
- One rupee” :

14. Section 68 chall be omitted.
15. Sub-section (2) of section 68 shall be omitted.
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ANNEXURE

" THE MADRAS CHIT FUNDS ACT. 1961- AS EXTENDED TO THE UNION
-~ TORY OF DELHL S

(Madras Act 24 of 1961)

An Act to provide 'fo-f' 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 : , : o . SRR : Ir :
Be it epnacted in the Twelfth Year of the Republic of India as follows ——

CHAPTER 1
PRELIMINARY

1. Short litle, extent and co}xllnexlcelxlellt.v—(1} This ‘Act may be called the
Madras Chit Funds Act, 1981,

(2) Tt extends to the whole of the Union territory of Delhi.

€3) It shall come into force on such date as the Administrator may, by n@tiﬁ«c&
ticn, appoint, and different dates may be appointed for different ereas and for
difterent provisions of this Act. : c]

2. Definitions.—In this Act, unless the context otherwise requires,—

{1) ‘Administrator’ means the Administrator of Delhi;

(1A) “approved bank” means a bank approved by the Government;

(2) “enit” means a transaction whether called chit fund, chit, kuri. or, by ooy
sther name, by which its foreman enters into an agreement with a number of
subscribers that every one of them shall subscribe a ecertain sum or a ceriain
guantity of grain by instalments for a definite period and that each subscriber in
his turn as dete_ljmined by lot or by auction or by tender or in such other manner
as mayv be provided for in the agreement, shall be entitled to a prize amounti, B

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

(a) some alone. but not all. of the subscribers get the prize. anvouni without
any liability to pay future subscriptions: or TTo-

(b) all the subscribers get the whole ol the chit amount by turns with a
liability to pay iuture subscriptions. :

Iustration~—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 whele of
ihe chit amount and are liable to pay future subseriptions. The fransaction falls
within clause (b) of the above Explanation and is not a chit;

-

.. L ‘ 1
(3) “chit agreement” means a document containing the articles of esgreement
between the foreman, and the subscribers relating to the chit: f
(4) “chit amount” means the sum total of the subscriptions payable byjall the
ubseribers for any instalment of a chit without any deduction for oiscount or
therwise; : ‘ o ;
¢5) “defaultine subscriber” means a subscriber who has defaulted in the pay-
- ment of subscrintions due according to the ferms of the chit agreement; !

(6) “discount” means the sum or the quantity of grain, which a prized subscriber
has under the terms of the chit agreement tc forego and which is set apart under
the said agreement to meet the expenses of running the chit or for distribution
amount tbe subscribers or for both; ° - : . :

S
<

(7) “dividend” means the share of a subsecriber in the discount available under
the chit agresment for rateable distribution among the subscribers at each‘! instal-

meni of the chit; ' A ’ -

{§) “drawing” means ascertaining of the person or persons entitled in ﬂiye {}rize
amount at any instalment of a chit; : e :

{9) “Arm” means a firm registered under the Indian Pavinersbip Act, 1932
(Central Act IX of 1932); ' ’ o o

(10) “fog:eman” means the person who under the chit agreeement is responsibie
for the conduct of the chif and includes any other person discharging the fu nctions
of the foreman under section 30: ’ ) ' R

P
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’ }i‘l'(»’{:,:i('le<'l that e Arm shoi!l e o Dveman unless such Arm is 1‘9;:1i5i4:é:rec: under
the Indian Partnership Act, 1932 (Ceniral Act IX of 1832); ‘

(11) Oritied.

Sy raoncorited subseritoe” does not include a subscriber who has defaulled in
the payment of subseriptions due ar cording to the terms of the chit agreement;

S iny tprive Creund™ o menins the differince between the chit amount and the
dizcount, and. i the case of 2 fraciion of a ticket means the difference heiween
the chit amoint and the disconiat proportionate to the fraction of the ticket; and
when the prize amount is puavable otherwise than in cash, the value of the prize
svacunt shall be the value o0 the time it becomes payable; ‘

I prned sithserther” ameans q subscriber who has either received or is
antitled to the prize amotint: ‘

: (15) "Registvar™ means a Registrar appointed under sub-section (1). of section
(16) “subscriber” includes a person who liolds a fraction of a ticket and alse

a transteree of & ticket or a fraction thereof by assignment in writing or bv opera-
Fion of lave: ) o

C LT U ticket” means the chuare of a subseriber in a chit.
CHAPTER 11

ConsTITUTION AND REGISTRATION
3. Reyisiration of by-laws.— (1) Save as otherwise provided in this Act, no per-
=son shall start or conduet any chit unless he has registered with the Registrar the
propused hy-laws of the chit. - ’

(2) PFor the purpose of vegistration, thete shall be filed with the Registray the
Ly-laws of. the chit - in dupticate signed by the foreman and attested by at leust
2on witnesses, ‘

{37 The Registrar. on being satisficd that the by-laws ave nol contrary to this
Acl o to the rules made thereunder, shall issue o the foreman & certificate of
registration and such certiticate shall be conclusive evidence that the byv-laws of
dhe chit therein mentioned sre duly regisiered.

(k) The Registrar shall reian the by-laws of the chit and retuwrn the duplicate
af the by-laws fo the Jorcowno with an eadorsement that the by-lawe have been
registered

1. Prohibition of invilabiun {ov sabseviption to chit of which by-laws have not
been registerved. —No pergon shol dssue or publish any notice, eiicuiar, prospectus
or ofher document containivyg the ierms and conditions of any chil or inviting the
pubilc to sabseribe for tickeiz {0 any chit unless such notice, ciroular, prospectus
Or other document re’ates to a chit the by-laws of which have been registered.

5. Form of chit agreement.—Everv chit agreement shall be in duplicate and
@hall be signed hy the subscribers or by persons authorized.in that behalf in writ-
Ino by the subscribervs. and zhg». foreman and altested by at least fwo witnesses,
Aand 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 payvable in vespect of each ticket
dor each instalment; .

{(4) the dates of commencement. and fermination of the chit;
(5) the mode of aseertaining 'th;f-.—rr»';l_')r"i,ze«c.l:subsc_ribe'r;

(8) Notwithstanding anything o .the contrary. contained in any other law, the
%o forego;

(1) the mode. and proportion in which the discount, is d,i-sti“ibutable by way of
dividend, -foreman’s commission. and. other expenzes. if any; - o C
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(8) the date, time and place at which the chit is to be drawn;

A

(9) if under the chit ag“reement the foreman is entitled fo the chit amount the
instalment at which the foreman is {o get the chit amount;

(10) the approved bank or banks in which chift moneys shall be deposxted by
the foreman under the provisions of this Act, . !

(11) the manner in which a chit shail be continued, where a foreman who is
. an individual dies or becomes of unsound mind; and ]

(12) any other particulars which may be prescribed.

Expla'natwn —1It is sufficient to get the signature of each subscriber on Separate
cepies of the agreement. _ !

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

(2) The Registrar shall retain the chit agreement and return the duplicate chit
agreement to the foreman with an endorsement that the chit agreement isj filed.
' . : !
7. Commencement of chit business.— (1) No person shall commence any ' auctiom
or drawing of any chit unless he has obtained a certificate of commencement from
the Registray.

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

8 .Copies of by-laws and chit agreement to be gwen to subseribers.—(l) The
foreman shall, =z soon as may be after he has obtained the certificate of commence~
ment referred 1o in section 7, but not later than the date of the first drawing of
the chit, furnish to every subscmber a copy of the by-laws of the chit and of the
chi{ agreemem‘ certified bv himy to be a true copy.

(2) The foremnan shall. within the fifteenth day of the meonth succeeding the
momth in which the firsi tinstalment of the chit is drawn, file with the Reg#strar
@ certificate to the effect that he has complied with the provisions of sub- sectionr (1).

9. Alteration of chit a.g":'@emem..—The chi? agreement shall not be altered, added
to or cancelled except with the consent in writing of the foreman and all the sub-
seribers to the chit.

10. Minwies of proceedings.— (17 Minutes of the proceedings of every drawing
shall be drawn up and eniered in 5 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 miinutes shall state clearly—

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

(i) the number of the particular instalment of the chit of which proceedmgsu
are recorded;

(iii} the names of the subseribers present; .

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

(v) the amount of discount; vy

(vi} fu]]l pdrtlculars regarding the dusposal of the prize amount in respect
of the precedmg instalment and disposal of unpaid prlze amount iff
any, in respect of any previcus instalment; and

. (vii) any other particulars which may be prescribed.

11. Copy of minutes to be filed with the Regisirar.—Every foreman shall, vnth»
in the fifteenth day of the month succeeding the month in which one er more instal~
ments of the same chit or one or more instalments of any other chit are drawm,



file with the Registrar a copy of the minutes referred to in sectioir in respect
of the drawingr at all such instalments and certified by the foreman to be a true
Ry,
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CHAPTER III
FOREMAN

12, Security Lo be given by foreman.—(1) For the proper conduct of the chit
svery foreman shall, hefore applying for the certificate of commencement under
pection 7,—

(a) execuie an indenture of mortgage and trust in favour of the Registrar
as trustee charging by way of security property suificient 1o the satig-
faction of the Registrar for the realization of the chit amount; or

{hy (1) desosit Do any approved bank an amount of cash not less than half
of the chit amount, o

{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 amuwii so deposited or the Government securities in favour
of the Regisiver to e howt b rast by him as se.n ily:

Provided that. where wmwovable propertv iz charged by way of security, only
guch kind ol movabie prooerty @ may be prescribed shall be »o charged and such
movable property shall be depostiv? in such inamer and with such person or officer
as niay be wprescribeu.

(2) Where a foreman conducis more than one chit, he shal! furnish security
in accordatce with the proviswny of sub-section (1) in respeci of each such chit.

(3) Subject to the provisions of section 520 of the Companies Act, 1956 (Central
Act T of 1656Y, ibe securiiv viven by *he fureman under sub-section (1) shall not
ag liabie to be wifached in execullon of a decree or otherwise—

(i) until the cbit is terminated and the claims of all the subscribers are
fully saiisneu;

(ii) until all dues payable by the foreman under this Act to the Registrar or
any other officer have been pnid;

(iii) -where owing to the defaull ¢f the prized subscriber the prize amount
due remains unpald even after the termination of a chit until the
foreman deposits such amount i 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 chit and after satisfying
imself that the requirements under clauses (i) to (iil) of sub-section (3) have
been complied with. release the property charged by way of security or order the
rclease of the casn secur.ty or thie Government securities referred to in sub-section
{1) and in so doing, he shall fcllow such procedure as may be prescribed.

(5) The Registrar may, on the application o” any foreman, instead of releasing
the security under sub-section (4). accept the shume as security in respect of any
sther chit or chits conducted by the same foremsu. If the value or amount of the
gecurity so accepted is less than the value or amwount specified in sub-section (1),
the Registrar shall require the foreman to furnisb additional security to make up
the deficiency. If the value or amount of such security is in excess of the value
ar amount required, the Registrar shall release such excess.

(6) Notwithstanding anything fo the contrary contained in any other law, the
security furnished under this section shall not be dealt with oy the foreman durini
the currency of the chit and any dealing by the foreman with respect therete by
way of transfer, charge, mortgage or other encumbrance shall be vid.

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

(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 thit agree-
ment; '
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(k) to such commission or remuneration not exceeding five per cent of tha

chit amount as may be fived in the chit agreement; : "
. e -

{¢) to receive and realize ail cunivibutions from the subscribers and to dis
trilbute the prize amounts tc prived subscribers and the dividens
among the subscribers;

() to demand sufficient security from any prized subscriber for the diis
payment of future subiseriptions; ’

{e) to subslitute subscribers in the place of defaulters:; and

(1) to do all other acts that may hc necessary for the due and proper couw-
auct of the chit.

i4. The duties of the foreman.—i1) The foreman sinall, on the prized subscribex.
furnishing suflicient securily for the (e payment of futurve subscriptions, be bouns
o pay bim the prize amount;

Provided that the prized subscriber shall be entitled to demand immediate pay-
ment of the prize amount after dedueiing all fulure  subscriptions without any
securily whatsoever, and in sueh the foreman shall, before the date of the
pext succeeding instalment, Jeposit i an approved bank mentioned in the chi®
agreement the amount of future subscriptions deducied as aloresaid and he shall
uot withdraw the amount so deposited except for payment of future subscriptions.

{z) It owing to the default of the prized subscriber the prize amount due in
respect of any drawing remaing unpaid belore the date of the next succeeding
grawing. the foreman shall deposit the same forthwith in an- approved bank nmen-
tioned e the chii agreement and intimate in writing the fact of such deposit te
the prized subscriber. ’

to) Lvery payment of the prize amount, the deposit of the amount of futurs
subscriptions under sub-section (1) and the deposit of the prize amount under
sub-seciion {2) shall be intimated to the subscribers at the next succeeding draws

ing, and particulars of such payment or deposit entered in the minutes of the pro--

ceedings of that drawing.

“4) 1he foreman shall not appropriate for himself any amount in excess af
wiaal he is entitled to under clauses (a) and (b) of section 13:

Provided that the foreman may appropriate for himself the interest aceruiweg on
the amount deposited under the provise fo sub-section (1).

13, Regislers and hooks of account.—The foreman shall keep such registers and.
vocks of account, and in such form. as may he prescribed.

th. Balance-sheet.— (1) Every foreman shall prepare and file with the Registrar
in such manner and within such time as may be prescribed, a balance-sheet duly
audited either by auditors duly qualified to act as auditors of companies under

the Companies Act. 1956 (Central Act I of 1956). or by a Chief Auditor appointed

under sub-section (2) of section 51 and relating to the period of account.
(2) The balance-sheet referred to in sub-section (1) shall—
(a) contair. a swmmary of the assets and liabilities of the chit; and

(b) give sucht particulars as will disclose the nature of the assets and liahi-
lities and how the value of the assets has been arrived at.
17. Liability of the foreman to the subscribers.—(1) Every foreman shall be
liable to account to the subscribers for ihe amounts due to them.

(2) Where there are more than one foreman each one of them jointly and
severally or if the foreman is a firm, each one of the partners thereof joiutly and
severally and if the foreman is a Corporation. 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 upless such withdrawal is assented to by all the non=prized subscribers and
unpaid prized subscribers and a copy of such assernt has: been filed as reguired by
seclion 32: Such ‘withdrawal shall not however, affect the security given under
section 2.

Ay
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CHAPTER IV
NON-PRIZED SUBSCRIBERS

19, Non-prized subseriber to pay subscription and get receipt.—Every non-
lr_nr-m_zed.subscnbsr shall. pay his subscription at the time ari place mentioned in
the chit agreement and shall on such payment be entitled to get a receipt from
the foreman.

2¢. Removal of defaulting subscribers.—(1) A jion-prized subscriber who
defaults in paying his subscription In- accordance with the terms of the chit
agreement shall be liable to have his name removed from the list of subscribers.
Every such removal shall, with the dale thereof, be entored in the relevant book
maintained by the foreman. A written notice of sueh 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 he filed by the
foreman with the Registrar within fourteen days from the dafe of such rernoval.

(3) Any defaulting subseriher aggrieved by the removal ot his name from the
Jist of subsecribers 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 opporiunity of being heard,
pass such ‘orders on the appeal as he thinks fit and the decision of the Registrar
shall be final

91. Substitution— (1} The foreman may substitute in the list of subscribers
any person in the place uf a defaulting subscriber whose name has heen removed
from such list under sib-zection (1) of section 20:

Provided that no such substitution ghall e made until the
allowed for appeal under sub-section (3) of section 20, ot where
has been preferred, until the same has been disposed of.

(2) Every substitution referrved to in sub-section (1) shall, with the date there-
of, be entered in the relevant book maintained by the forermnan. A truc copy of
every such entry shall be filed by the foreman with the Registrar within fourteen
days from the date of substitution.

(3) All arrears of subscriptions realised from the substituted subscriber, 1ess
.ary amount advanced by the foreman, shall, before the date of the next ;;ucceed—
ing instalment be deposited by the foreman in an approved bank mentioned in
the chit agreement. The foreman shall not withdraw the amount so deposited
except for payment to the defaulting subseriber.

expiry of the period
any such appeal

Explanation.—For the DUrposes of suh-section (3), ‘arrears of SLH)scrip_Uons’
shall mean all the previous instalnients realised from the substituted subscriber.

29. Amount due to defaulting subscriber how dealt with.—When & substituted
subscriber draws the prize amount. the defaulting subscriber shall be entitled te
recover from the foreman his sontributions subject to such deductions as may be

rovided for in the chit agreement. The foreman shall on cdemand made by the
defaulting subscriber and on his executing an acknowledgment dulv signed be
bound to pay to the defauiting subscriber the amount due to him before the date
of the next succeeding instalment, If the defaulting subscriber fails to furnish the
acknowledgment as aforesaid, the foreman shall, before the date ot the next suc-
ceeding instalment, deposit in an approved bank the amount due to the defaulting
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 '
PrIizZED SUBSCIBERS
3

25, Prized subscriber lo give security.—Before recelving the prize amount
without deducting all tuture subscriptions, every prized subscriber 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 ot the Registrar.

24 Prized subseriber to pay the subscription regularly—Every prized supscri
wer shall pay his subscriptions regularly at the time and place and on the date
mentioned # the chit agreement and en his failure to do so, he ghall be liable te
aake a conrsolidated payment of a1l the future sulbseriptiens at ance.
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25. Foreman to demand future subscripiions by written notice—(1) A f re-

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 defendant pays into court on or. before
the date to which the suit is posted for hearing the arrears of subscriptions till
that date together 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, notwithstaading any con-
tract to the contrary, the court shall pass a decree directing thai the defendant
shall deposit in court for payment to the plaintiff, the future subs =riptions on or
before the dates on which they fall due and that, in default of p yment by the
defendant of any future subscription on or before the.due datc. the plaintiff
shall be at liberty to realize in execution all the future subscriptior s and interest
thereon, less the amount, if any already deposited by the defendan °

Provided that if any such suit is upon a promissory note, no de ree shall be

passed under this sub-section unless such promissory note expressly state that the

aﬁ;‘?unt due under the promissory note is towards payment of subscriptions to the
chit.

(3) Any person who holds an interest in the property furnished as‘security or
any part thereof shall be entitled to make pavment under sub-section (2).

(4) All consolidated payments of future subscriptions realized by a foreman
shall be deposited in an approved bank before the date of the next succeeding
instalment. The amount so deposited may bhe withdrawn only for payment of
future subscriptions. When any property is acquired in lieu of the consolidated
payment, it shall remain as security for the due payment of future subscriptions.

CHAPTER Vi
TRANSFER

26. Restriclions on transfer of right of foreman.—(1) No, transfer of the rights
of a foreman to receive subscriptions from prized subscribers shall be made- with-
out the previous sanctien in writing of the Registrar.

(2) Any such transfer of the rights of a foreman to receive subscriptions from
a prized subscriber shall, if it is likely to affect prejudicially the interest of any
non-prized subscriber or unpaid prized subscriber, be set aside on application by
such st;lbslcf;riber 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 in solvent circumstances at tl » time of
the transfer and that the transfer is not likely to affect prejudicially tl * interest
of any such subscriber is upon the transferee.

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

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 tge

Registrar within fourteen days from the date of such entry.

'CHAPTER VII

TERMINATION oF CHITS

30. Provisions for continuation of chits in certain cases.—Where the foreman
who Is an individual dies or becomes of unsound mind, the chit may be continued
in accordance with the-provisions of the chit agreement. : S

man shall not be entitled to claim consolidated payment of all the future subsc, ift-

-



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

" (a) when the period fixed in the chif agreenient has expired, provided p'a)n=
ment of dues to all the subscribers has been completed; or

(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

(c) when a foreman, who is an individual, dies or becomes of unsound
mind and the chit is not continued in accordance with the provisions
of the chit agreement: .

Provided 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
terminated and the surviving pariner or partners shall conduct the
chit in the absence of any provision to the contrary in the chit agree-
ment.

32. Copy of assent or consent to be filed with the Registrar.—A true copy of
aevery assent mentioned in section 18 and of every consent mentioned in section
31, with the date of such assent or congsent shall be filed by the foreman or by
the remaining foreman or toremen, as the case may be, with the Registrar within
fourteen days from the date of such assent or consent.

33. Refund of non-prized subscriber’s contributions—Except in the cases refer-
red to in clauses (a) and (b) of section 31—

(a) every non-prized subscriber shall, unless othetwise provided for in the
chit agreement, be entitled to get back his contribution at the termi-
ﬂa‘cion of the chit without deduction for dividend, if any, received by

im: ‘ '

Provided that any person to whom the rights of a non-prized subscriber are
transferred under sections 27, 28 and 29 shall, in addition to his own
contributions, be entitled to get back the contribution made by such
non-prized subscriber, subject to the conditions specified in this clause;

(b) if the chit terminates on a date earlier than the date originally fixed
in the chit agreement, the non-prized subsecriber’s claim shall be
deemed to have arisen on the date on which he has notice thereof.

34. Subscribers’ dues to be first charge on chit assets.—Where there are debts
due from the foreman of a chit in relation thereto and also other debts due from
SgCh foreman, the chit debts due to the subscribers shall be a first charge on the
chit assets. .

CHAPTER VIII

INsPECTION OF DOCUMENTS

35. Foreman to 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 including books of account and pass books, the balance sheets and profit
and loss accounts and such other records as may show the actual financial posi-
{ion of the chit scheme.

36. Preservation of chit records by foretﬁan,-—A-h 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.
37. Inspection of chit books and records.—(1) (a) The Registrar; or

(b) any officer authorized by the Director of chits in this behalf,
may inspect the chit books and all records after giving due notice in writing te
the toreman.

(2) Every foreman shail pe pound to produce the chit books and records before
the Regist_rar, or the officer autherized under sub-section (1) at the time and place



16

smentioned in the nofice an 111 furni g kT g g :
require: d shall furnish such informatiom to him as he imay

" E rko:ul{gd L{l‘{at such 1ns‘1?c\c11011 may be made at the premises of the foreman iff
e pay advance-such fees as may be prescribed for the inspection: )

Provided further that if the foreman is a banking : in t

Banking Companies Act, 1949 (Central Act X of 1949% i)?napil;gpgia?i%fjlnﬁgtqlgligl}f:
fd by1or under any statute and carrying on the business of banking, such ins ewc;
fion shall 13$ made only at the premises of the company and mﬂvb’oﬁ a Wo lp :
day and such foreman shall pay such fees as may be ‘pre'Scribs:d'fO‘i" the Ensﬁeit?;i)g‘

CHAPTER IX
WINrS.ING ur oF CHITs

38. When chil may e w — i . N . . L.
eﬁou}t:—ﬁg‘ hit may e wound up.—A chit may be wound up by the District
(a) if the ehit has terminaled under clause (c¢) of seection 31, or
(b) if the foreman fails to give the security specified in section 12 or if he
commits any such act in respect thereto as are calculated to impair
materially the nature of the security or the value thereof, or
(c) if he fails to deposit the chit moneys in accordance with the provisions:
of this Act, or
(d) if it is proved io the satistaction of the court that the foreman is un-
able to pay the amounts due to the subscribers, or
te) if execulion or other process issued on a decree or order of any court
in favour of any subscriber in respect of amounts due to hirn from:
ihe chit is returned unsatisfied in whole or in part, or
(f) if it is proved that there has been fraud or collusion on the part 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 a.
spbscriber without furnishing sufficient security for future subscrip-
tions, or :
(h) 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 fake 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, 1956 (Central Act 1 of 1956), shall be wound up only by the court:

having jurisdiction under that Act.

39. Winding up application.—The application to the court for the wirding up:
of a chit shall be by a petition _pres;entgd by any non-prized subscriber or unpaid.
by the Registrar, signed and verified in the manner prescrib-

prized subscriber or
.2d by the Code of Civil Procedure, 1908 (Central Act V of 1908), and shall con-

“ain such particulars as may be prescribed:

Provided that no application for the wipding up of a chit under clauses (d) and;
«{h) of section 38 shall lie unless such petition is presented—

(a) by those non-prized subscribers and those unpaid prized subscribers
whose subseriptions to 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.

Explanation.—For the purposes of the above prdvise, a subscriber of a fractiom
af a ticket shall be deemed to be a subscriber only to the extent of such fracﬁion.

4¢. Insolvency or liguidation a par lo winding up proceedings.-—'No'twithstaﬁ?{--
jmg anything contained in seetions 38 and 39, no petition for the winding up of a
ehit shall be entertained by a court if proceedings under the law relating to, insol-:
wency for the time being in force are pending against the foreman for adjudicating
him an insolvent or when the foreman is a company. if proceedings for winding’
up the company are pending against such company in a ceurt.

41. Commencement and effect of winding up order—An order for the wingd-
t 211 the subscribers te whem amouris

$mg wp of g ehit shall operate in favour ©



are due from the chit and it shall b> deemed to have commenced from the time
of the presentation of the application for the winding up.

42, Injunetion order—The court may, upon the application of the foreman or
of any subscriber to whom amounts are due in respect of the chitat any time after
the presentation of the apwlicution fop the winding up of a chit under this Act and
pefore the making of an order for the appointment af an Interim R-ceiver or for
winding up the chil. restrain further proccedings in any suit or proceeding insti-
tuted against the foreman for thoe vealization of amounts du: trom the chit upon
such terms as the court thinks fit.

43. Powers of court on hearing the application.---On hearing the application,
the court may dismiss it with or without cosls or adjourn the hearing conditional-
ly or unconditionally or make an interim ovder or any other ord:r 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 assels shuall vest in the court for distribu-
tion amongst the subscribers to whom amounts are due in respect of the chit and
the court shall pass such orders in the matter (ncluding the appointment of a
receiver) as it deems fit.

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

28, Copy of winding up order to be filed with {he Registrar.—(1) On 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 {he ovder:

Provided that the Registrar may, upon application in writing by such petitioner
or Receiver, allow, in his digerelion, further time not exceeding fifteen days for
ihe tiling of any such copy.

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

47. Stay of winding up proceedings on insolvency of foreman and transier of
fmyolvency proceedings.—When during lhe pendency of the proceedings for the
wimiing up of a chit, the foreman is adjudicated an insolvent or when the fore-
man is a company, the company has been ovdered 1o bhe wound up by the court,
the winding up proceedings under this Act shall cease and the distribution of the
chit assets shall, subject to th provisions contained in sections 34 and 42, be made -
by the insolvency court or the cowrt winding up the company, as the case may be.

43. Compensalion for frivoleus er vexatious application.—1 1) When an applica-
gion presented {or winding up a chit is dismissed and the court s satisfied that
the application is frivolous or vexatious, the court may awo:d a;vinist the applic-
ant such amount, not exceeding five hundred rupees, as it d-rms reasonable as
compensation to the foreman for the expense or injury cccasion.d 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 compensatron.

49, Right of appeal.—~The foreman, any subseviber, the Receiver or any other
person aggrieved by a decision or order of the court in proceedings for winding
ap a chit may, within two months from the date of such decision or order, appeal
to the High Court. '

50. Limitation.—(1) Where an order refusing to wind up a chit has heen made
wunder this Act, the chit shall he deemed to have. been under suspension from the
date of the presentation of {he application to the date of such order in respect of
non-prized subscribers. and notwithstanding anyvthing contained in the chit agree-
ment, no non-prized stubscriber who was nat a defaulter on the date of the
presentation of the app vion for winding up shall be deemed to be a defaulter
on the date of its disrnissai.

(2) Where an order refising to wind up a chit has been made under this Act,

in computing the period of Yimitation prescribed for any suit or other legal pro-
reedings (other than a suil or an application in respect of which the leave of the
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sgourt 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 order refus-
ing to wind up the chit shall be excluded. i

(3) Nothing contained in this Act shall affect the right of the subscriber to
‘proceed by suit or application against the foreman personally for the balance, if
any, of the amount due to him after the declaration of the final dividend ~in
proceedings for winding up the chit and in computing the period of limitatiom
Jprescribed for any such suit or application, the period from the date of the
_presentation of the application for winding up the chit to the date of the declara-
tion of the final dividend shall be excluded.

CHAPTER X
OFFICERS, INSPECTION AND I'EES

51. Appeintment of Director of Chits, Inspecting Officers, Registrars and . Chit
_Suditors.— (1) The Administrator may, by notification, appoint a Director of Chits
and as many Inspecting Officers and Registrars as may be necessary for the pur- g
_pose of discharging the duiies imposed upon the Director of Chits, the Inspecting
Officers and the Registrars by or under this Act or the rules made thereunder.

(2) The Director of Chits may appoint as many Chit Auditors as may be neces- -
sary for the purpose of discharging the duties mmposed upon the Chit Auditors *
by or under this Act or the rules made thereunder.

(8) 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 Audltor 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 & the
accounts of the chit.
(5) The foreman shall pay to the Chit Auditor such fees as may be prescribed
- for the audit of the accounts of a chit under sub-section (4).
52. Inspection of documents in the Registrar’s office—Any person may, on pay-
ment of such fees as may be prescribed— . i
' (1) inspect the documents kept by the Registrar; and A
(ii) obtain a copy or extract of any document to be certified by the Regis-
trar. .
53. Levy of 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 7;

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

(d) the inspection of decuments under section 52; - -

(e) the certificate, copy of or extract of documents under section 52; 4

(f) the audit of the accounts of the foreman and the issue of an a‘udlt"c‘erti-
ficate;

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

(2)vA table of fees payable under s

ub-section: (1) -shall be publisl_i_gd in the
Zelhi Gazette. : : e '; e
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P EHAPTER XI

v : MISCELLANEOUS
44, Appeals—(1) Any foreman aggrieved by an order of the Registrar—

(a) reigsing to register the by-laws of a chit under sub-section (1) of sec--
ion 3; .

(b) refusing to grant a certificate of commencement under sub-section (2)-
of section 7;

(¢) refusing tc aceept the security under clause (a) of sub-section (1) of”
' section 12 or under section 23; or '

(d) refusing to release the property charged by way of security or to order-
the release of the cash security or the Government securities under~
sub-section (4) or sub-section (5} of cection 12,

mafy,' within thifty days of the communication to him of such order, appeal to.
the Director of Chits. '

(2) Any foreman or any other person aggrieved by an order of the Registrar:-
wnder sub-seciion (1) of section 26 or by an order of an officer empowered by the-
Administrator under sub-section (2) of that section may, within thirty days of
fhe communication to him of such order, appeal to the Director of Chits.

: (3) The Director of Chits may, after giving the appellant an opportunity of’
being heard, pass such orders on the appeal under sub-section (1) or sub-section
(2), as he thinks fit. ,

55. Power of Registrar to condone delay in certain cases—The Registrar may, .
i ‘hie discretion and upen an application in writing by any foreman made within
the period of fourteen days specified in any of the provisions of sub-section (2)
of section 20, suh-section (2) of section 21, section 26 and section 32, allow to the-
foreman further time not exceeding lifteen dayvs to file a copy of any document”
under any of the provisions referred to above.

56. Penalties—(1) Whoever coniravenes or abels the contravention of any of’
she provisions of sections 3, 4 and 7 chall he punichable with imprisonment for a
serm which may extend to one vear or with fine which may extend to five hundred
rupees or with both.

42) Any foreman—

(a) who does not file lbe chit agreemsent under section € or a copy of any-
document under sectior. 11, sub-section (2) of section 20, sub-section
"{2) of section 21, zection 29 or section 32 within the period specified.
for such filing or within the further time allowed under section 55

tor such filing; or

¢b) who contravenes any of the prmvisiqns of section 8, sub-section (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

tc) who fails to comply with the requirements of the chit agreement re--
" garding fhe date, lime ang place at which the chit is to be drawn,
sall be punishable with fine which may extend to one hundred rupees.

t3) whoever in any document required by, or for purposes of, any of the
provisions of this Act wilfully makes a statement false in any material particular-
‘knowing it to be false, shall be punishable with imprisonment for a terin whickh:
" may extend to one year or with fine which may extend to five hundred rupees
or with both: . '

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

54. Application of fimes.—The court i:uipdsing any fine under this Act may-
direct that the whole or any part thereof be applied in or towards payment of
the costs of the proceedings.

549 Power to enter and search any place amd to stize dosuments, ete.—(1) A
masglstrate of the first-class may, on receiving a report from the Registrar or the-
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Anspecting Officer appointed under sub- :ectlon (1) of section 5! that any pergpn
conducts or is responsible for the conduct of a chit w anv plam in contraven-
tior cof the provisions of this Act. isstie d warrant empowering the Revistrar or
the Inspectiny, icer to enter such place with such assistunt as he considers

necessary and- inspect the Bbooks. registers. accounts’ or drcuments in such: place. .

Cr receiving such warrant the Registrar or the Inspecting Cfficer’ may enter the
plate with such assistants as he considers necessary and inspecl ihée books. regis-
ters. accounts or documents in such place and may take {o his offime for further
investigation such books.. registers, accounis and documenis as: he ccnsiders
Tnecessary: o

: Prcvid'ed-that if the Rediﬁtrér or the Inspeciing Officer remove- from the place
:apy boeok. register. account er document, he shall give to the person in charge ef
“the place. a receipt describing the book. register, account or document so remowv-
4@ hy him:

Provided further that within twenty-four hours of itte remowval of the books,
wwegisters. ‘accounts and documents from the place, the Registrar or the Inspecting
“Officer shall either return them to the person from whose custody they weic re-
‘meved or produce them in the court of the magistrate who issued the wavrent,
#Such magisiralie may reiurn the books, registers, accounis and decuments or any
.of them to the person from whose custodv they were removad, by the Registrar
cor the Inspecting Officer. after taking from such person such security as the,
~magistrate considers necessary for the production of the books, resisters. accounts
and documents when required whether by the Regisfrar cr by ihe Inspecting
Officer or by the court. or mayv pass sttch other orders as %tc their disposal as
appear just and convenient to the magistrate.

(2) The Registrar or the Inspecting Officer shall have authority lo require any
person whose testimony he may require regarding any ciiil agreement to attend
betore him or to produce or cause to be produced any document and tc examine
wuch person on oath.

{3) The Registrar or the Inspecting Officer may apply. for assistacce to am
aiicer in charde of a police station and take Police oficer: fo accompany, and
assist the Registrar or the Inspecling Officer in  performing his duties under this
At : S
A .- \.‘,_. .

60. Pavmenl to be evidenced by documeni.—-All payments in r-spect of a chif
whether by the foreman or by the subscriber shall be evidenced by decuments in
writing. -

81. Interest at more than twelve per cent noti to he allowed—No rourt shall
award interest en claims arising under this Act at more than twelve per cent per
armium simple interest. .

Power of comrt to grant relief in certain cases.—Noihing contained in the
;orogoin provisions of this Act. shall affect the powers wvested in & court for
granting relief against any of the provisions contaived in the chit agreerment, i
the same be unconscionable or opposed to the: m:owsmnx +( any law.

63. Power to make rules.—(1) The Administratcr may make rules for carrving
out ail or any ot the purposes of this Act. . '

(2) In parucular and withont _pre)udxce to the <generalily  of the ipregoing
wpower, such rules may provide for or regulate— .

(a) all matters expressly required or allowed ft»‘y‘ this Act to be prescribed;
(b) the matters in respect of which. provision shall be made in the by-laws

of a-chit and the procedure to he followed in making; registering;
altering and abrogating bv--hwq and the conditions to be  satisfed

prior to such making, registration, alieration or abrogation:
(c) the particulars which evcr chit agreement q,hall contam'

(d) the method of valuation. of grains by the Rﬂ.'{nstrar in a g‘ra‘m chit, for
the purposes of security under ser:tmn 12

_{e) the restrictions and conditions sublect to W i"'-tr‘ and ‘the manner in
which. any security given Ly a fordman | under j.sectxovx 12 may'be
changed or substituted: o

(f)-the procedure to be followed by the -Begistrar for ﬂw release of bewm
=ty glven by’ the foréman under section 12: " - T
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g) the maintenance of registers and hooks of arrounis W foreman, the
sate custody o Dovwss, Lapers and docmnenis i r trar's 5&&1(‘
and also for the destrucuon of such books, pape:: znd documenis as
necd no longer be kepe, )

(h) Lh@ procedure 10 be foltlowed Tor the windine g up ol a chit under Chap-
ter IX: and

(1) ihe auditi.ng Q'L' the balance sheets and profit and loss woreunts and ihe
1ssue of auait certificates. .

[3) (a) All rules made under this Act shall be published in the Delhi Gazette
@ng, unless they are expressed to come into force on a particutar day, shall come
inw force on the day on which they are so published.

(b) All notifications issued under this Act, shall, unless 1hw ure  expressed

to come into force on a particular day, come into force on the gay on which they
are published.

(4) Omitted.

64. Recovery of amounts due from a fereman—Al amounis due from a fore-
man to the Begistrar or any other officer under this Act by way of anv fee shall
be recoverable as arrears of land revenue.

65. Act not to apply to certain chits —The provisions of this Act shall not
apply in respect of-—

(1) any chit started before the commencement of this Act. o

(2) any chit the chit amount of which or where two or more chils are started
@r conducted simultanecusly by the same foreman, the agge. . ate chit amount of
which does nol exceed one hundred rupees.

66. Power to exempl—The Administrator may. by notificaiion. esempt any
person ovr class of persons to whom or any chit or class of ¢hils to which this
Act applies Trom all or any of ity provisions, subject to such conditions as he
deems fit and may cancel or modify any such uotilication,

67 Amendment of Central Act 11, of 1899 in ils avplication to the Union ferri-
tory i Delhi—In Schedule 1-A, to the Indian Stawnp Act, 1895, (Centrai Act IT
of 1899), in its application to the Union tervitory of Delli, afier entry 28, the
following 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 i
Madras Chit Funds Act. 1962 az extended to the
Union tervitory of Delhi, if ¢ither such agreement
is execuied pr the chit is conducted in t}ux Tinton
territory of Delhil

68, Omitted.

4 B
“otiOme Rupes™

in giving effect
L may reauire, by
the purpose of Te-

69. Power 1o Iem@w dtmcumm —{1) 1 any difficully =
to the provisions of thi ihe Adminiztrator may, as oec
order, do anvilung w <5 b him 1o be necessary i
moving the difficuity.

£2) Omitted.

No., F. &/8,/42-Judl.II-UTL-51.7]

M. KAUL, Dy. Secy.
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