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           Necessity of regulatory framework for any financial institution has been 
universally felt, primarily to safeguard the interest of a large number of shareholders 
and depositors and to ensure proper functioning of the financial institution that are the 
part and parcel the financial system. We have, in Maharashtra, two principal 
regulatory authorities, namely “The Maharashtra State Cooperative Societies Act, 
1960 and Rules 1961and Government of Maharashtra’s Minister of state for Co-
operation, The Employees’ co-operatives Credit Societies generally advance loans for 
non-productive purposes or consumption loans advanced to the employees. The 
repaying capacity of the individual is taken into account while advancing such loans. 
ECCS are administrated by an independent department of co-operation. 

          The researcher has presented an analytical outline of the controlling 
structure that regulates the ECCS. There are various controlling bodies that regulate 
the employees co-operating credit societies. The researcher has analyzed the system of 
control with special reference to the financial aspects and working of the ECCS and 
the legal provisions of act applicable to the ECCS. 
KEYWORDS:  Byelaws, Depositors, liquidity, Regulatory, Salary earner. 
 
Introduction: 
               Employees’ Credit Cooperative Society (ECCS) is one of the types of Non-
agricultural Credit Cooperative Societies.  The researcher has analyzed the system of 
control with special reference to the financial aspects, working of the ECCS and 
provisions of act applicable to the ECCS. There are various controlling bodies that 
regulate the employees co-operating credit societies Co-operative Department 
exercises control over the financial transaction of the ECCS by conducting the 
investigation with reference to the technicalities dictated by the co-operative 
department. The objective is to bring about more transparency in the financial 
transactions, which indicates the sound liquidity and safety position of the ECCS for 
safeguarding interest of depositors and shareholders.  The co-operative credit 
institutions in India have been organized into the short-term and the long-term 
structures. The short co-operative credit structure is based on a three-tier structure, 
except the States in the northeast region. At the lowest tier are the employee's co-
operative credit societies. These are organized at the local organizational level. At the 
second tier are the District Central Co-operative Banks (DCCB) organized at the 
district level. At the third and uppermost tier are the State Co-operative Banks (SCB) 
State levels. The CCB are of two types – Co-operative banking union and mixed 
central co-operative banks. The membership of the former is open only to the co-
operative societies, while the membership of the latter is open to both, individuals and 
the co-operative societies. The chief task of the Central Co-operative Banks is to 
advance loans to the ECCS in times of need so that they can fulfill the requirements of 
employees. The SCB, in turn, advances loans to the CCB in order to augment their 
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capacity to provide loans to the employees as the local organizational level ECCS. It 
is also coordinated and regulated by the working of the CCB. It also provides the link 
between the Reserve Bank of India and the money market on the one hand lowers 
levels of co-operative structure on the other.  These societies have to work and sustain 
under a highly competitive situation under the trends of privatization, liberalization 
and globalization. The issues related with this are concerned with the problems of 
management and control of the Employees Co-operative Societies.  

Nature of ECCS: 

               The ECCS work for the benefits of Employees’ who get a regular monthly 
salary. The employee has no other source of income than salary. Out of the reasonable 
monthly salary the employee has to meet his/her basic requirements. There is no 
sufficient balance left to fulfill the causal expenditure i.e. a marriage of a son or 
daughter, their Education, Medical Expenditure, etc. For the fulfillment of such 
expenditure, they require loan. Loan is necessary to complete the casual requirements 
of the employee. Banks cannot sanction loan to employee without any mortgage. 
'Salary' is the basic source of income and is also considered as the mortgage for loan. 
Employee's salary is considered as Mortgage in Employees’ Credit Cooperative 
Society. The ECCS is registered to provide the loan facility to employee with 
reasonable rate of interest. Quite often emergency loans are advanced very promptly 
besides the ECCS motivates and many times compels them to save from their monthly 
salary with a view to increase their credit- worthiness and have reasonable saving at 
the time of retirement.  Most of the Employees’ join the society as a member to 
borrow loan till their retirement. 

          The Salary earner Co-operative Credit Society is functioning in a particular area 
for mutual help and co-operation to meet its common economic requirements. The 
ECCS is also expected to undertake ancillary activities to meet the needs of the 
members of reasonable terms. The ECCS undertake various activities including 
encouraging and rewarding the wards of their members for their achievement in 
academic career, organizing family gathering, organizing trips, entertainment facility 
and helping those who face natural calamities and mishaps in the family. 

Objective and Research Methodology 

  The basic objective of this study is to understand an analytical outline 
of the controlling structure that regulates the ECCS in Maharashtra. The researcher has 
analyzed the system of control with special reference to the financial aspects and 
working of the ECCS and the legal provisions of act applicable to the ECCS.  

    Another objective is to study of the extent to which the ECCS in Maharashtra have 
observed the norms established by various controlling bodies and presented an 
overview of the control management and supervision of the Employees’ Co-operatives 
Credit Societies in general. The researcher has also highlighted various sections and 
rules of the respective acts for the smooth working of the Employees’ Co-operatives 
Societies. The structure of machinery for control and supervision of the societies and 
the legal provisions regarding the same have also been preset.   

                   In order to fulfill such objectives secondary method was adopted. The 
Secondary data was collected through various public sources i.e., the Maharashtra 
State Co-operative Societies Act 1960, Circular issued by The Commissioner for Co-
operation and Registrar of Co-operative society of Maharashtra State, Annual Reports 
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and Audit Reports of the ECCS, Journals and periodicals, Newspapers, and special 
publications by certain ECCS.  

Administration of Co-operatives:  
                                              The Minister for Co-operation is the overall in charge of 
the co-operative administration in Maharashtra.  The Minister of state for Co-
operation administrates an independent department of co-operation. The independent 
department of co-operation is assisted by the executive side. The Principal Secretary 
for co-operation to the Government of Maharashtra heads the department at the 
Mantralaya level at Mumbai, i.e. The Commissioner for Co-operation and Registrar of 
Co-operative society of Maharashtra State.  The Commissioner is assisted by a 
number of Deputy Secretaries.   As the head of the department at the field level has 
his main office at Pune. The Commissioner of Sugar (Pune) looks after the sugar co-
operatives, whereas the Director of Agricultural marketing (Pune) and the Director of 
Handloom, Power loom and Co-operative Textiles are concerned with the 
Agricultural Marketing and Co-operative textiles. 
Regulatory Framework and ECCS in Maharashtra: 

 Regulatory framework is necessary to any financial institution The main aim 
of the regulation to safeguard the interest of a large number of shareholders and 
depositors and to ensure proper functioning of the financial institution that are the part 
and parcel the financial system. The Employee's co-operative credit society plays an 
important role by providing the financial help to the laborers, workers and 
employees’. The ECCS is registered to provide the loan facility to employee with 
reasonable rate of interest and mobilize deposits from members. The possible 
agencies for conducting supervision over the co-operative societies can be as follows: 

a) The Registrar, Co-operative Department. 
b) Special Auditor, Co-operative Department. 
c) District Central Co-operative Bank,  

                The Maharashtra State Co-operative Bank indirectly as the State financing 
agencies and federations of co-operative societies The registrar plays an important 
role in the management and control of Employees Co-operative Credit Societies. 
Therefore, it has to observe the significance of the role of registrar of co-operatives. 
           The Registrar has to ensure that the law is administered in the best interests of 
the institutions concerned, besides arranging timely audit and inspection. Therefore, it 
would not be out of place to have a look at the provisions of the law regarding this 
matter.  

        1. Registration U/S-4 to 8: 

            In accordance with co- operative principles, a society has its own objectives 
such as the promotion of economic interest; a general welfare of its members .A 
society established with an objective of facilitating the operations of any such society 
may be registered under the MSC Act. The ECCS society has consisted of at least ten 
persons who are qualified to be members under the act. For the registration, an 
application has to be made to the registrar in form 'A' in Marathi, Hindi or English 
that is signed by the applicants. Along with an application, four copies of the 
proposed byelaws of the society should be enclosed. The member has to be an 
employee of respective organization. He should be a permanent employee and the 
employer should have given a certificate u/s 49 of the MCS Act 1960 for deduction of 
the Society’s dues from his salary. 
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The following documents should be accompanied 

1) A list of persons who have contributed to share capital together with the amount 
contributed by each of them.  

2) A copy of the challan paying registration fees in the government treasury. 
Registration fees paid in Rule-4 of the M.C.S.Act and their Rules 1961 shows the 
registration fees for ECCS in Rs.500. 

3) Four copies of the Byelaws of the ECCS. 

4) A statement giving details about amount collected and expended. 

5) The Bank balance certificate on the date of application. 

6) Scheme of the society. 

7) Other required documents as per the advice of the registering authority. 

  The classification and sub classification of co-operative society are under the 
Rule 10 of M.C.S. Rule, 1961. The classification is mentioned in registration 
certificate of the society. Salary earners credit society is classified as credit resource 
society. 

    2. Norms of membership: 

 The membership criteria given in the byelaws of employees’ credit co-
operative society and conditions of admission to membership under the rule 19 of 
M.C.S. Rule, 1961  

The following are the conditions for a membership; 

1) An individual, completing the age of 18 and mentally sound and as well as 
competent to contract under The Contract Act, 1872. 

2) A person should be a permanent employee of the respective employer. 

3) A person should fulfill the eligibility norms laid down in the byelaws. 

  Societies other than those referred into rules 36 and 37 with limited liabilities 
have to take the prior sanction of the registrar. The liabilities of the societies should 
not be exceeding total ten times the total amount its paid up share capital, 
accumulated reserve fund and building fund minus accumulated losses. 

     3. Restriction on Share holding Sec, 28 

   In the ECCS a member can hold shares not exceeding 20% of the paid up 
share capital or Rs.50, 000 whichever is less. This provision helps in curbing 
capitalistic tendency by any member.  

(No.CCR/1899/PK341/7C/2000 dated 20th September 2000. Commissioner for Co-
operation & Registrar of Co-operative Societies Maharashtra State, Pune-1) 
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 4. Restrictions on Borrowings U/S- 43, Rules 35 to 38: 

 The society cannot borrow to any extent but up to a certain limit, which is 
related to the owned fund. The Society shall receive the deposit from the members 
and disburse the loans to members.   Only to such extent and such conditions may be 
prescribed by the byelaws of the society. The byelaws of the co-operative society state 
that the ECCS can borrow 10 times of the owned funds. The society that has not taken 
any financial assistance from the government in the form of share capital, such society 
may adopt its own borrowing policy having regard to its financial position. 

5. Deduction from Salary to meet societies claim in certain cases U/s-49: 

The Member of a society may execute and agree in favors of the society 
providing that his employer shall be competent to deduct from the salary or wages 
payable to him by the employer, such a total amount payable to the society and in 
such installment as may be specified in the agreement to the society amount so 
deducted in satisfaction of any debts or other demand of the society against the 
member. If the employer at any time fails to deduct the amount specified in the 
requisition from the salary or wages payable to the concerned, or makes default in 
remitting the amount deducted to the society, the employer shall be personally liable 
for the amount and if the employer has made the deductions but the amount so 
deducted is not remitted to the society then such amount together with interest there 
on at 1.5% rate of interest charge by the society to the member for the period 
commencing on the date on which the amount has to be paid to the society. 

6. Reserved Fund U/s-66, Rules 54: 

Every society can derive a profit from its transaction; however, it has to 
maintain the reserve fund. Every society shall carry at least 25% of the net profits 
each year to the reserve fund and the said fund may be invested in the DCC Bank as 
per the provisions of section under 70 of MSC, Act, 1961. The considering the 
financial position and class of society the registrar has power to reduce the percentage 
of the reserve fund from 25% to 10%. 

7. Restrictions on declaration of dividend U/s-67: 

The society shall pay a dividend at the rate exceeding 15% except to the prior 
sanction of the registrar of society. Those societies in the profit can only declare 
dividend. The Government of Maharashtra Co-operative Departments circular has 
given the right to the financially sound societies that they will declare dividend 
more than 25% prior sanction of the registrar. (Circular No.ADP/Nagri Pat 
Sanstha/D-4/T-7/Dividend/2000/Dt. 18 Oct.2000. Commissioner for Co-operation 
& Registrar of Co-operative Societies Maharashtra State, Pune-1) 

8. The loan limit and Installments to the ECCS: 

      The loan and Installments are fixed as per the byelaws of the ECCS. The 
annual general Meeting has the right to change the loan limit by passing a special 
resolution. The loan limit has to be approved by the registrar of Cooperative 
through the circular. The installments of the loan should be considered the 
Payment of Wages Act. (As per circular No. Nagari Bank/ D-4/Salary earner 
/coop. Soci. /loan limit increase /97, dated 22nd October, 1997 and Circular No. D-
4/ Pagardar Karmchari Patsanstha/karja Maryada/06 dated18th November, 2006) 
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9. Investment of funds section-70: 

A society shall invest or deposit its funds in one or more of the followings: 

1. In a Central District Bank or State Cooperative Bank. 

2. In any security specified in section 20 of the Indian Trust Act, 1882. 

3. In the share or security bonds or debentures issued by any other society with 
the limited liabilities with prior permission of Registrar. 

4. Any other mode approved by the Registrar of Cooperative societies time to 
time.(CircularNo.ADP/NagriPatsanstha/D-4/Nidhi/Guntavanuk/2008 Dt. 12th 
November, 2008. Commissioner for Co-operation & Registrar of Co-operative 
Societies Maharashtra State, Pune-1 and ADCC Bank Circular No. loan non 
agriculture /225 dated 27th April, 2009) 

10. Final Authority U/s-72: 

The final authority of every society shall vest in the general body of the 
members in the general meetings. The Delegates shall attend the general meeting as 
per the byelaws of the society and to exercise all their power in the general meting as 
a member. 

 Every society shall complete the books of accounts within a period of three 
months after the completion of the financial year. The Society conducts the annual 
general meting U/s-75 and a special general meeting may be called up at any time by 
the chairperson when a majority of committee or members approves as per section 76. 

11. The Raising of funds by society- Rules 39: 

 Every society that has a share capital shall provide, as stated in the byelaws, 
the maximum amount of such share capital, the number of shares into which it is 
divided, the class of shares, the face value of each share of each class and the rights 
and liabilities attached to each class of shares.Every member has the right to subscribe 
the share capital maximum up to Rs.50000 or 1/10 of the paid up capital whichever is 
lower as per the circular. (Circular no.ADP/Nagri Patsanstha /Le.p.Varg /2002/1176 
dated 16  Sept.2002, Commissioner  for Co-operation & Registrar of Co-operative 
Societies, Maharashtra State, Pune-1.) 

12. Rate of annual contribution to education fund of state federal society; Rules-
53 : 

The ECCS shall contribute annually U/S 68 towards the educational fund of 
the state federal society. The rate of contribution per year for the ECCS is 1/10 % of 
the working capital subject to maximum Rs.1000.    

13. Accounts and Books to be kept; Rules- 65: 

Every society shall keep required books of accounts under the sub rule (1). 
The Annual statement of accounts including balance sheet is prepared under the rule 
61 within 45 days of the close of every co-operative year (i.e.1st April to 31st March) 
.The committee of every society shall prepare the  annual statement of accounts 
showing  
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a) Receipts and Payments during the previous co-operative year. 

b) The Profit and Loss Accounts for the year and  

c) The Balance Sheet as at the close of the year. 

          The Balance sheet and Profit and loss account to be laid before the annual 
general meeting in the form 'N'. The amount of rebate on interest is not debited to 
profit and loss account after considering Sec.49A, 50 and 51 while appropriation 
of profit.( Circular No.v-9/Salary Earner//rebate on Interest/2008 Dated 30th 
June,2008Deputy Registrar of Co-operative Societies ,Ahmednagar) 

14.   The Provisions of MSC Act having a bearing on the conduct of audit: 

                The co-operative law governs the Employees Co-operative Credit Societies. 
The relevant provisions of conduct the audit have been summarized below;  

a) The statutory audit according to the provisions of the MSC Act is an exercise to 
ensure that the ECCS, which, utilize public funds, meet their social     
accountability. The departmental audit also confirms that managements of the 
ECCS do not misuse their power for satisfying vested interest at the cost of the 
society. 

                  The main points of reference for determining viability of the ECCS 
are: 

Section No.             The point of Reference for control 

21                         Restriction on loans  
Rule 43 

30 & 43               Restrictions on borrowings  

32 &70                 Investments of surplus funds 

79                        Maintenance of proper books of accounts in                  

                           Relation to All sums of money received and spent 
a) Nature of assets and liabilities 
b) Furnishing of all statements and returns regarding 

investments, deposits, and cash. 
      65 & 49(a)                      
  15. Audit Classification and Scale of Audit Fees: 

Recently in September 2002, The Commissioner of Co-operation of 
Maharashtra State has issued a circular, which shows description of 200 marks for 
allotment of audit class to cooperative credit society including ECCS. 

            In the said marking system, certain marks have been given to 
factual aspects viz. loan to priority sector, loan to weaker section etc. but these 
aspects are not applicable to ECCS, so it would affect on ECCS in near feature 
adversely by grading down of audit class. Hence, the new audit class norms are 
not suitable to the ECCS to some extent.MIS system is applicable to those ECCS 
which having share capital more than ten lakhs. In this system, these societies 
have to submit their monthly information related to CD ratio, percentage of 
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overdue and Profit earned or loss suffered.MIS system awarded the audit class 
every month to the respective ECCS. In this system 100 marks are allotted as 
40marks for CD ratio, 30 marks each for percentage of overdue and Profit earned. 

(Circular no.ADP/Nagri Pat Sansthas/Le.p.Varg/2002/1176 Dt. 16 Sept.2002. 
Commissioner for Co-operation & Registrar of Co-operative Societies 
Maharashtra State, Pune-1) 

Conclusion: 

                ECCS in Maharashtra has regulated and functions under Co-operative act 
and rules. There are two regulatory authorities in this field, viz. The Maharashtra State 
Cooperative Societies Act, 1960 and Rules 1961 and Government of Maharashtra’s 
Minister of state for Co-operation, They have been entrusted with the responsibilities 
of development and regulation of ECCS. It derives its powers from The Maharashtra 
State Cooperative Societies Act, 1960 and Rules 1961. Exercising its discretionary 
powers, Government of Maharashtra’s Minister of state for Co-operation issues 
directives to these cooperative institutions from time to time.  

                  Government of Maharashtra Cooperative Ministry exercises control over 
the Cooperative Societies through the provisions of the MSC Act, relating to 
registration of ECCS, norms of Membership, restriction on share holding, restriction 
on borrowing, maintain the books of accounts, appropriation of profit and investment 
of idle fund, inspection and audit of ECCS to exercise control over the management 
and advances granted by them. Thus it can be seen that The Co-operative Act has 
made exhaustive provisions for control the co-operative societies in general, which 
are also applicable to the Employees Co-operative Credit Societies. 
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