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Judgement

C.K. Thakker, C.J.
Rule, Mr. R.M. Patne, learned Assistant Government Pleader, appears and waives service of Rule on behalf of State

of Maharashtra and Commissioner for Co-operation and Registrar, Co-operative Societies, Maharashtra State, Pune,
Mr. Kartik Date, holding

for Mr. S.S. Pandit, appears and waives service of Rule on behalf of National Bank for Agriculture and Rural
Development.



2. In the facts and circumstances, all the matters were taken up for final hearing. Heard the learned counsel for the
parties.

3. In all these petitions, common questions of fact and law have been involved. It is, therefore, appropriate to deal with
all the petitions

simultaneously and decide them by a common judgment.

4. To appreciate the controversy raised in the present group of petitions, relevant facts in the first matter i.e. Writ
Petition No. 7466 of 2002 may

briefly be stated.

5. The said petition is filed by the petitioner, who claims to be the Chairman of Maharashtra State Co-operative
Agriculture Rural Multipurpose

Development Bank Limited (""Bank™ for short), respondent No. 3 herein. According to the petitioner, respondent No. 3
was established on

December 7, 1935 under the Bombay Co-operative Societies Act, 1925, then in force. The main object of the Bank was
to provide all types of

long-term investment credit for agricultural development and allied activities in the State. The structure of the Bank was
federal and all District Land

Development Banks were functioning as separate entities having their bye-laws and Board of Directors. In 1960, the
Maharashtra Co-operative

Societies Act, 1960 (hereinafter referred to as ""the Act""), came to be enacted and all District Land Development Banks
were amalgamated with

the State Co-operative Land Development Bank and thus the State Co-operative Land Development Bank acquired
unitary structure.

6. According to the petitioner, initially he was elected as the Chairman on April 30, 2001, for a period of one year.
Thereatter, by virtue of

reorganisation of the Bank with effect from October 1, 2001, in pursuance of notification issued by the State
Government, the petitioner was

nominated as the Chairman of respondent No. 3 Bank for a period of two years. The petitioner was again elected as
Chairman at an election held

on May 23, 2002 for a period of one year and at present he is holding the said office.

7. The Petitioner has stated that Commissioner for Co-operation, and Registrar, Co-operative Societies, State of
Maharashtra, respondent No. 1

herein, is an Officer appointed u/s 3 of the Act. By virtue of Section 113 of the Act, he is also a trustee, securing the
fulfilment of the obligations of

respondent No. 3 Bank to the holders of debentures issued by the Bank. Very wide and extensive powers have been
vested in the first respondent

for recovery of loans by the Bank by sale of mortgaged or encumbered properties. He is also an ex-officio member of
the Board of Directors of

respondent NO. 3 Bank u/s 112B of the Act read with Bye-laws 34 (6) of the Bank. The respondent No. 1 has thus an
important role to play and



obligations to perform by supervising, influencing and regulating effectively the business of respondent No. 3 Bank. As
an ex-officio member of the

Board of Directors of respondent No. 3 Bank, he actively participates in the business of the Bank as a denominating
member of the Board.

Respondent No. 3 Bank is the Apex Agricultural Multipurpose Development Bank under Chapter Xl of the Act
constituted u/s 112 of the Next

Act.

8. According to the petitioner, respondent No. 4, National Bank for Agriculture and Rural Development ("'"NABARD™"" for
short) is the apex

organisation which deals with all matters relating to policy, planning and operational aspects in the field of credit for the
promotion of agriculture,

small scale industries, cottage and village industries, handicrafts and other rural crafts as also other allied economic
activities in rural areas.

NABARD extends refinance to the State Co-operative Agriculture and Rural Development Banks by refinancing loans
on such terms and

conditions as determined by it.

9. The grievance of the petitioner in the present petition is against an order dated 12th November, 2002, passed by the
first respondent in

purported exercise of power u/s 102 of the Act. The said order is annexed at Exhibit-K along with ""Office Translation™".
The preamble of the order

states that the Bank was established and working under the provisions of the Act. The main object of the Bank was to
provide long-term loans to

the farmers for their agriculture and rural development. It was, however, observed in the order that since last four-five
years, the Bank has not

disbursed loans for agriculture and it was not capable of fulfilling the objects of its establishment; that in the Audit
Report, the Bank had been given

Grade "'D"" for the year 2000-01 and Grades "'C", "'D"" and "'D"" respectively for the previous three years; that on
31st March, 2000 the Bank had

incurred a loss of about Rs. 509 crores; that under the Special Development Schemes, the principal and interest
repayable by the Bank was of Rs.

50.08 crores for the year ending on 31st March, 2001 but the Bank had not repaid it to the State; that the Bank has not
refunded the amount of

subsidy of Rs. 34.04 lakhs of misutilised loans alongwith redeposited grant of Rs. 30 lakhs; that from 1998-99 to
2000-2001, there was increase

in demand and decrease in recovery thereby increase in overdues; that though the target for recovery by the Bank on
31st March, 2001 was Rs.

640 crores, the Bank could recover only Rs. 212 crores; that against a demand of more than 12 crores from reputed,
rich and influential members,

there was a meagre recovery of Rs. 4 crores; that the Joint Registrar (Audit) in the Audit Report for the year 2000-01
stated that no effective



steps had been taken even though serious defects were highlighted and brought to the notice of the Bank that as per
tri-partite agreement, the Bank

had to pay to NABARD Rs. 70 crores on or before 31st March, 2002 but it was impossible for the Bank to pay the said
amount, thus there

would be breach of the tripartite agreement: that the installment of the loan payable by the Bank to NABARD had been
rescheduled but the Bank

could not make payment even as per re-schedulement.

10. In the light of the above allegations and circumstances, the first respondent was satisfied that there was no chance
of improvement in the

working of the Bank and the Bank was not in a position to fulfil the aims for which it had been established and
incorporated. He, therefore, in the

exercise of power under Sub-section (1) of Section 102 of the Act, passed an order of interim winding up of the
business of the Bank, and by

appointing a liquidator u/s 103.
11. In the said order, the first respondent observed:

~MR:kvFkkZ] cA A¢ Avadsps ,danj vkfFkzd ififLFkfr igkrk Inj cAA¢ Avadsps dkedktkr lo/kkj.k gks.;kpks dks.krksgks "kD;rk
ukgh cSad frP;k LFkkiusP;k

mnns"kkph iwrZrk d: "kdr ulY;keqys Inj cA"A¢ Avsdsps dkedkt xqaMky.ks gs cA"A¢ Avzdsps Bsohnki] IHkkIn o /kudks
:kaP:k fgrkP;k n"""Vksus A A¢ Avseizkir

>kysys vkgs v"kh ek>ks [kk=h >kY:;kus Hkh egkjk™'V jKT; Igdkjh d*f"'k xzkeh.k cggmA A¢ A¥sst'k; fodkl cSad e-] eqachZ
gks cSad volk;ukr

dk<.;kph vko";drk vkgs ;k fu"'d"'kkZizr vkY;kus Hkh [kkyh izek.ks vkns"k ikfjr djhr vkgsA
&% e/;arjks; vkns"k %&

egkjk™VA A¢ Avs Igdkjh laLFkk vi/kfu;e 1960 ps dey 102 o 103 vUo;s eyk izkIr >kysY:;k vi/kdkjkuglkj eh jRukdj xk;dokM]
Hkk-iz-Is-] Igdkj vk;qDr

o fuca/kd] lgdkjh laLFkk] egkjk"™" VA A¢AYs jkT;] ig.ks egkjik™' VA A¢ Avs ikT; Igdkjh d'f™k xzkeh.k cggm}sf'k; fodkl cSad
e-] eqacbZ ;k cA A; Avedsps dkjHKK]

egkjk™VA A¢ Avz Igkjh laLFkk v/kfu;e 1960 ps dye 102 e/khy rjrwnhlr vugry xqaMky.kspk e/;arjks; vkns"k nsr viwu dye
103 vUo;s Jherh tkwW;l

"kadju] Hkk- iz- Is-] dk;Zdkjh lapkyd] egkjk™VA As Av: [KT; Igdkjh d'f"k xzkeh.k cggmA A¢ Avssi'k; fodkl cSad e-]
egacbz ;kaph vko";d Eg.kwu fu;gDrh

djksr vkgs-

eksiq
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