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i rAMlL NAL)Uj AC'T NO. 24 ou 1961 ." 

THE llTAMIL NADU] CHIT BUNDS ACT, 1961. 

[Received the assent of the President on the 22nd June 1 961 ; 1. 

first published in the Fort St. George Gazette on t k  
6 5th July 1961 .] 
I 

An Act to provide for the regulation of chit funds in the 
P[Stae of Tamil Nadu.] 

WHEW it is expedient to provide for the regulation of 
chit funds in the TState of Tamil:Nad~!] ; 

BE it enacted in the Twelfth Year of the Repul: lic of I'nciia 
1 4 as follows :- 

j 
t CHAPTER I. 

1. (1) This Act mi%y be called the l[Tamil Nadu] Chit short titr, 
finds Act, 1961. extent and 

commence- 
(2) It extends to the whole of the a[State of Tamil ment. 

NSMEu]. , 

(3) It shall come into force* on such date as the 
Government may, by notification, appoint, and different 
dates may be appointed for different areas and for different 
provisions of this Act. 

1 These words were substituted for the word '-' Madras " by 
the Tamil Naddl Adaptation of UWB Order,' 1969, as amended 
by the TitEnil Nadu Adaptation of Laws (Second Amendmeni) 
Order, 1969. ,:I 

"or Statement of Objects and Reasons, see Fort St. George 
Gazette Extraordinary, dated the 6th AP@ 1960, Part N-A,  Page 
39. , .  

* This expression was substi-tutk'd fbr' the expression " State 
of Madras " by the Tamil Nadu Adaptation of Laws Order, 1969, 
as amended by the Tamil Nadu Adaptation of Laws (Second 
Amqsdmcnt) Order, 1969. 

* Came into force in the City of Ma'dras on the 1st August 
1965 and in a11 other a~rcaf on the 1st December 1969. 
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(6) ; discount " means the sum or the qcantit y c!' 

f 
grain, which a prized subscriber has under the terms of 
the chit agreement to forego and which is sct apart under 
the said agreement to meet the expenses of rmning the 
chit or for distribution among the subscribers or for both ; 

(7) s G  dividend " means the share of r b  subscl.i ber in 
the discount available under the chit agreement for ratable 

I distribution arnor;g tk: -c5r:ribers at each instalment 
of the chit ; 

. 
6 

3 
$. 

's (8) w i n ,  means asccrtainirig of the pcrson 
.Y or pcrso ns cnt it lecl to thc prize amount at any instalment 

of a chit ; 

t 
# (9) '. firm " means a firm registercc! under the Indian 

3 Partnership Act, 1932 (Central Act IX of 1932) ; 

(10) '' foreman " means the perboil who hnde~ rlit; 
chit agreement is responsible for the conduct of the chit 
and includes any other person discharging i he functions 
cf the: foreman under section 30 : 

4 , 
1 I 

1 Provided that no firm shall be a foreman unless s11ch 
firm is registered under the Indian Partnership Act, 1932 
(Central Act IX of 1932) ; 

7 

, (1 1) c 6  Government " meads the State <iovernment ; 

(12) " non-prized subscriber " does ms include a 
sllbscriber who has defaulted in the payment of su bscrip- 
tions due according to the terms of the chit agreement-; 

* 
4 ' 

(13) prizc arnoltnt " mrans'the difference between 
thk chit amonnt ancl the discount, and, in the case of 
fra ciion of a ticket tncans the difference bctwcor, t ~ - 2  chit 
 mount and the discocnt proportionate to the frat! i c m  

I of the tickct ; clld when the prize &mount is payable 

othirwise than in cash, the vake  of the 'prize zimcl-nt 
shall the valiic a t  the tlirie it bcccmes pa4y~.blc ; 

e I 

(14) ~$pri&I subscrib& :" means a s~bskrib&' who 
hss either recfivcd or is entitled t6 the prizeamount ; 
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(15) " Registrar " means a Registrar appointed 
under sub-section (1) of secl ion 51 ; 

(I 6)  " subscriber " includes a person who bolds a 
fraction of a ticket and also a transferee of a ticket or a 
fra ction thereof by assignment in writing or by operiition 
of law ; 

(1 7) " ticket " means the sbare of a subscriber in a 
chit. 

CHAPTER 11. 

Re i~tration 3. (1) Save as otherwise provided in this Act, no person t Of Y - ~ W &  shall start or conduct any chit unless be has registered 
with the Registrar the proposed by-laws of the chit; 

* * 

(2) ;?or tbe purpose of registration, thereSsball be 
filed with the Registrar the by-laws bf the chit in duplicate 
signed by the fordman . . .~ attested by at least tws witnesses. 

(3) The Registrar, on being satisfied that tb by- 
laws are not contrary to this Act cr to the rules made 
thereunder, shall issue to the foreman a certificate of 
registration and such artifieate shall be concll?sive evidence 
that the by-laws of the chit therein mentioned * are duly 
registered . 

(4) The Registrar shall obtain 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 ragis- 
tered . 1 

- - 

Prohibition of i nvitation 4.NopersonshaUissueorpublirhaltynotice,circular, 
for subscrip prospectus or other document containing the terms and 
tion to chit conditions of' any chit or inviting the public to sub-cribe 
Of which for tickets in any chit unless such notice, circular, pros- 
laws 
not been have pcctus or othcr documeM relates t o  a chit the by-la ws of 
registere 6,  which have been re@$ered. 
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5 .  Every chit ageement shall be in duplicate: a?d  ~1lai1 mjno GIN; 

b G sig11ed by the subscrii~ers or by pcrsans a uthori zc:d in asreemel't. 
that behalf in writing by the subscribers, and the forerrizn 
and attested by at least two witness&, and it shall contain 
,,le following particulars, namely :- 

(1) Thc full name and the permanent residential 
address of every subscriber ; * 

(2) the tickets held by each subscriber i 

(3) the number of instalrnents and the amount payable 
in respect of each ticket for each instahhent ; 

i 

(4) the dates of commencemefit and termination 
of the chit : 

f 

(5) the mode of ascertaining the prized subscriber j 

(6) the a mount of discount which the prized ~ubscri be# 
a t  any instalment has to forego ; 

(7) the mode and proportion in whtih the discoufit 
is distributable by w;~ y of dividend, foreman's lmm-, 
rnissiorl rnd other expenses, if any ; 

(8) the date, iime and place at whichihe chit is t~ 
be 81-awn ; 

(9) if under the chit adreement the foreman is ent itk d 
to the chit amount, the instalment at which the foreman 
is to get the cLt amount ; 

(1 0) the approved bankor banks in which chit mone3s 
slitill be deposited by -i 11e foreinail tinder tke pro visiol~s of 
this Act ; 

( I  I )  the manner in which a chit shall be wtllinurd, 
wtiere a foreman who is an individual dies or becomes c . 1 .  
~.cns,~~tnti mind ; and 

f q  2) any other particulars which may be prescribed. 

&'~plandtion.--It is sufAcicnt to get the signature 
of each subscriber on separate copies of the agreement. 

125~6--44 
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Fd!ng of 6. (1) Every chit agreement with its daplicate shall 
chit agree- te filed with the Registrar. 
men t , 

(2) The Registrar shall ret zin the chit agreement 
and return the duplicate chit agreement t,o the foreman 

. with an endorsement that the chit agreerne~t i s filed. 

Commence- * 7  (I) No person shall commence any auction or 
ment of chit drawing of any chit unless he has obtaiiled a wrtificate of 
heincsse conimenxmentl[inrespect of each such chit] from the 

Registrar. 

(2) The Registrar shall, on being satisfied that the 
by-laws of the chit have been registct-ed and t t e  chit 
agreement has been Bled and the secui i ty required tinder 
section 12 has been furnished by the foraman, gran~ a 
cert l ficate of corrunencemci~t . 

, Copi~sofby- 8. (l)T~efosernanshall,:rssoon~rs nlaybeafrerhe 
law3 and has obtained the certificate of commeaement refsrred to 
chit agrae- in section 7, but not later than the d a ! ~  of the first drawing mcnt to be 
given to of the oh it, furnish to every subscriber a copy of the by- 
subscribers. laws of the chit and of the chit agreem~nt certified by him 

to be a true copy. 

(2) The foreman shall, within the 'fifteenth day of 
the month succeeding the month in which the first inst -:I- 
mcnt of t& chit is drawn, file with the Registrar a certificate 
to the effect that he has complied with the provisions of 
sub-section (1). 

Mieration of 9. The chit agreemat shall not be altered, added lo 
chit agree- or cancelled except with the consent in writing of the fore;- 
ment - man and all the subscribers to the chit. 

1 These vords were inserted by section 2 of the Tamil Nadu 
chit Funds (Amendment) Act, 1975 (Tamil Na4u Act 14 of 
1975). 

*  he provisions of the principal Act as amended by Tamil 
Nadu Act 14 of 1915 shall apply only to chits in respect of which 
the certificate of commencement ufidey sectiyn 7 of the principal 
Act as amended by the latter Act 1s obtarned on o r  after the 
date of the commencement of the latter Act ; and in relation 
to chits i n  respect of whhh a certificate of commencement has 
hen obtained before such date, the provisions of the 'principal 
Act &a11 apply as lf the latter Act had not been passed. - 
vlncr sation 7 of Tamil Ntuiu Act 14 of 1975. 
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10. (1) Minute3 of the proceedings of every drawing Miu!l?e s of 

shall be drown up itad entered in a book to be kept for p"cfeding5- 
that purpose and shall be signed by the foreman and all 
the su bscribers present. It shall also be signed by the prized 
s~abscrib~r or his authorizzd agect. 

(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 particuliir instaliwt of 

the chit of which proceedings are reccrded ; ! 

(iii) & names of the subscribers : 
(iv) the person or persons who beco~ne entitled 

to the prize amount in the particular instalment ; 

(v) the amount of discount ; 

(vi) full particulars regarding the disposal of the 
prize amount in respea of the preceding instalmeat and 
d.isposa1 of unpaid prize amount, if any, in respect of any 
previous iastalment ; and 

(vii) any at her particulars which may be prescribed. 

11. Every foreman shall, within the fifteenth day of copy of 
tJle 111onl11 succeeding (he month in which one or more minute s to 
iustalmenr s of the same chit or one or more instalments be filed with 

the Regis- of any other chit a re dra wn, file with the Registrar a copy ,,,. 
of t b  minutes referred to in section 10 in respect of the 
drawings at all such instalme~~ts and certified by the fore- 
man to be a true copy. 

12. For the prope'er conduct of the chit every fore- Security to 

man shall, before applying for the certificate of corn- be ai\en SY 

nl~ncernen~ under section 7, deposit with the Govercmeni "rii'".". 
way of security in such manner as may be prescribed 

;rl l  :t~nount of a s h  at the rate specified below:-- 

Rate of Security. 

( i )  Tn thc case of a chit of An amount equal lo the 
not more than twenty chit amount , 
instalments. 

_..-v-- -- - -.- -- - - - ---- 
1 This sub-section was substituted for the following sub-section 

by eectioil 3 (i) of the Tamil Nadu Chit Funds (Anendment)&t, 
1 175 (Tamil Nadu Act 14 of 1975):- conrd, 
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- Rate a/Security. , 

(ii) Ia tho cam of a chit Of An amoullt equal to two 

more than twenty hs- times the chit amount, 

talments, but not 
mare than forty 
instalments. 

(iii ) In the cast of a cMt 'of Au amount equal to't&m 
more than f ~ r t ~ ~ i n ~ t h l -  times the chit amount, 

, ments,but not more 
than sixty instalments. 

(iv) In tue Casb .of dhit @f A11 amount epual'to fom 
more than sixty instal- times 'be chit amount.] 
ments. 

(2) Where a foreman conducts more than one chit, 
he shall furnish security iu a ccardance with the ~ I ' O V I ' S I ' O ~ ~  
of sub-section (1) in respect of each such chit. 

(3) Subject to the provisions of section 520 of thc* 
Companies Act, 1956(~entrqlAct I of 1956) the security 
given by the foreman imd&q.p~b-section (I) shall not be 
liabb to be a itached in o m t i o n  of a decree: or otherwise- 

- 

(1) For the proper ~ n d u c t  of the chit every foreman shall, 
before apply- for the certiflcate.of commenceine nt under section 
7,- 

(a) execute an indeiiture of mortgage and trust in favour cf 
tho Registrar as trustee charg~ng; (I.:. txtQy of serurity property 
sufficient to the s3tisSaction of the Registrar for tire realization of 
the: chit amount; 01' 

(6) (i) dcpas it in any approved bank an amount of ci;sh ,mt 
less than half of th: chit amount, or 

(ii) invest in CIovernment socurit ies of the face v l l  oe or 
market value, which ever is less, of not less than hzlf of the 
chit amomt, 

and transfer the amount so dep~sited or the Governmant 
securities in favour of the Registrar to be held in trust by him 
as security: 

provided that, where movable property is charged by way 
of sxurity, only such k h d  of tzlovdble property as may b2 
prescrib:d shdl b.: So charged and such m)vable property 
8h4l be deposited in such mam=r and with such person or 
oftfcer as may be prescribed." 

LatestLaws.com



LatestLaws.com

Chit, Ew& 

I (i) until the chit is terminated and the claim5 of 
) - all t he subscr i Eers are fully satisfied; + < 

t 
!a (ii) &ti1 all dues payable by 'the foreman under 

[ this Act to the Registrar nr any other officer have been 

paid: 
? 

(iii) where owing to the default of the prized 
sub-scriber the prize amount due remain8 unpaid even 

' after the termination of a chit until the foroman deposits 

I such amount in an approved bank mentioned in the 
ohit agreement and intimates in writing the fact of such 

I dcposit to the prized subscriber. 

(4) Tl~e Registrar shall, afier the icrmination ef a 
chit and after satisfying himself that the riqcl:re:ments 
under clauses (i) to (iii) of sub-sect ion (3 )  have been 
cornplied with, '[order the release of the cash security] 
referred to in sub-section (1) and in SO doing, he shall . 

follow such procedure as may be prescribed. 

(5) The Registrar may, on thc application of any 
foreman, instead of releasing the security under sub- 
section (4), accept the same as security in respect of any 
other chlt or chits conducted by the same foreman. If 

E 

tht: 2[* *] amount of the security so accepted is less than 
j the 2[* *] amouat specified in sub-section o), tl~c Regis- 
i trar shall require the foremnn to furnish additioilal 

security t3 makj up the deficiency. If the 2[* *I amount 
of such security is in excess of the *] amount re- 
quired, the Registrar shall releirse such excess. 

0 
f 1 T]tis expression was subst i f  uted for 1 h.: expression ccrclease 

t hc property @harped by wag of securit? @r order f he ref~; :sc  
.?,- ,:g& ,-~I.'.J. 3: :a- C.>x-e~:-:-cr- r;ecrritjeS'' +; 52.. - - , .  

, , C; :k Tmf 3-3& L%' i..;-LI.j .t,x~Qi~:;i 3,; 
, - .  

t ' 

('Tam! l Nadu Act 14 cf 1975). 

8 T& words "value or" were oinittcd by section j(iii) , ilr;,?, 
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(6) Notwithstanding anything to the contrary cou- 
tained in any other law, the s e c ~ ~ i t y  furnished cr&r 
this section shall fiot be dealt with by the foreman 
during the currency of the chit and any deal ing by the 
foreman with respect thereto by way of transfer, charge, 
mortgage or other encumbrance shall bc void. 

The rights of 13. 1"he fore~nau sllali be eiztit1et-k- 
tlie forernall. 

(a) in tile absence of ally PI-ovision in til, cil~t  

ag~eerneut to the c-,ntraT-y, to vb~aisz the chit onloui i t  
at t he  instalmeni specified in tile chit agreement; 

(b) to such colniuission or i,emu~ieration llol cxcee- 
(ling five per cent of thc chit amount as may be fixed 
tlr ttle chit agreement; 

(c) to receive and realize all contributions fro111 
the subscribers and to distribute the prize anlounts 
to prized subscribers and the dividexld among the 
subscribers; 

(d) to demand sufficient security from' any prized 
subscriber for the due payment of future s~bscrip~io~s;  

(e) to substitute subscribers in the place of 
hfaulters; and - 1 

- -- 
I*  

4 

( f )  do all other acts that may be necessary 
for . . ._ tke , . .  due . and propel- conduct - .  of the chit. 

, .  C 
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i 

k 
! 14. (1) The foreman shall, on the prized subscriber, ~h dac fter 

furnishing sufficient security for the due payment of f u t ~ e ~ f ~ ~ ~ , ,  
I he 

subscriptions, be bound to p&y him the prize amount : 

Providcd that the prized subscriber shall be entitled to 
demand immediate payment of the prize, amount after 
deducting all future subscriptions without m y  security 

1 whatsover, and in such case the foreman shall, before the 
date of the next succeeding instdment, deposit in an 
approved bank mentioned in the chit agreement tlw 
amun t  of future subscriptions deducted as aforesaid 

* 
he shall not withdraw the amount so deposited except 
for payment of future subscriptions. 

(2) If owing to the default of the prized subscriber the 
prirr amount due in respect of any drawing remains un- 
pilit\ hc-t;,iv tho d ~ t e  of t l ~ c  nest succeeding diSawing, the 
thrcru:rtl l~:r l l  dcyosi t t f ~ c  st~111c hrth~vi th in a9 approved 
bank merltiorled in the chit agreement and iatisnate in 
writing the fact of such deposit to the prized subscriber. 

i 

t 

i (3) Every payment of titc prize anaunt, deposit of 
?he amount of the future subscriptions under sub-scction 

(1) and the deposit of the prize amou~lt under buk-section 
i i (2) shall be intimated to the subscribers at the 17ex.t 
:, succeeding drawing, and particulars of such poyment or 

deposit entered in the minutes of the proceedings of that 
drawing. 

(4) The foremail shall iitlt appropsiate for hin~>elf 
any amount in excess o i  wb:t he is entitled to under 
cliri~sec (a) and (b) of section 13 : 

Provided that the foremm may appropriate for him- 
self the interest accruing on the amount deposited under 
the proviso to sub-section (1). 
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Re isterr f 15. The foreman shall keep such registers and 
an of books of account, and in such form, as may be prescribed. 
accounf . 

Balance 16. ( 1) Every foreman snall prepare and file w'th 
shpc t. the Registrar in such manner and withi11 such time as 

may be prescribed, a balance- sheet duly audited either by 
auditors duly qualified to act as auditors of companies 
ilncier the Companies Act, 1956 (Ccntl-.:,l Act I. of 1956), 
or by a Chit Auditor appointed under sub-sectio~l (2) of 
aeution 5 1 and relating to the period of account. 

(2) The balance-sheet referred to in sub-section ( I )  
s hail- 

( \) contain a summary of the assets aud liabili tics 
of the chit; arid 

(b) give such particulars as will disclose the ilatulc 
of the assets and liabilities and how the valwe of the 
assets has been arrived at. 

Liability of 17. (1) Every fo~emm shall be liable to account 
tbc forenla to tllc subscribers for the amounts due to them. 
to lht subs- 

(2) Where there are more than one foreman 
each one of them jointly and severally or if the fore- 
man is a, firm, each one of the paxtners thereof jointly 
and severally and if the foreman is a Corporbtion, the 
Corporation as such shall be liable to the subscribers 
in respect of the obligations arising out of the chit. 

18. \+%ere these iw tnorc t l \u~\  0110 I)C~'SOI\ ro1.t'$\::i11 

Wi!hdrawa' in B chit, ncinc of tbem sl~all withtlrtw I.I.~,III it ~ I I I ~  il (Jlr of a i,.sraoa, 
termination of the chit uul~ss  SLICJ I  withdl*i~w;~l is i~a~o~l tec i  --  -- 
to by all the ncn-pr : ~ ~ t i  snh .cri hers :rii ti u~~pikld pl*izod 
su bscribrs .:rid ,n copy of such L I S S L ~ ~ ~  I l a ~  b e ~ n  f i l c ~  as 
required by section 32. Such withdrawl shall not 
ever, ;ifS~ct the security given under sec~ion 12. 
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CHAPTER IV. 

Non-prized 
19. Every non-prized subscriber shall pay his sub- 

scription at 11;e time and place mentioned in the chit to yay st,b- 

agreement and shall on such payment be entitled to get scription 
a receipt from the foreman. and get 

receipt. 

20. (1) A non-prized subscriber who aefaults in Removal of 
paying his subscription in accordance with the terms of d efaultirg 
the chit agreement shall be liable to have his name re- subscribers. 

inoved fxom the list of subscribers. Every suc 1 removal 
shall, with the date thereof, be entered in the relevant 
book maintained by fhe foreman. A written notice of 
such removal shall be given by the foreman t o  the 
defaulting subscriber within f ovrteen 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 with- 
in fourteen days from the date of such removal. 

(3) Any defaulting subsciibtraggrieved by the removal 

f of his name from the list cf subscribers may, witbin seven 

? 
da ys of the cornm~~ nication to him of the not ice of renlc val, 
appea 1 to the Registr; r. 

(4) The Registrar may, after giving the parties au 
oppom~nityof bcing h.eard ,pass suchurders on the appeal 
:IS Ile thinks fit a 11d thc dc cision of the Registrar sha ll be 

I final. 

21. (1) The foreman ma y sa bstitu~e in the list of  subs- 
$ cri bers any person in the place of a* defaulting subscriber 
U, whose name has been removed from' suoh list under sub- 

sectioz (1) of section 30 : 
f 

1, 

I: Prck~jded that no such sub:tiiution shall be ma& until 
c ' the of the yeriod aliowed for appeal under sub 

hectlon (3) of section 20, or where any such apptal has 
heen preferred , until Lhe s:i me has been disposed of. 

1 
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(2) Every substitution rekrred to in sub-section (1) 

shi\~t, wi~h thc date thereof, be entered in the relevant book 
mai1iuined by the foreman. A tme copy of every such I 
cntry shall be fikd by [he Suren~an wifh the Registrar within 
iou\-teen day: froin the date of substittrtio~z: 

(3) All arrears of subscriptions rcnlised from the 
subslitu+ed subscii5cr, less any amorint advanced by the 
foreman, shall, before the datc c l the next succeeding 
iristalment be deposited by the foreman in an approved 
hank menticlied in the chit agreement. The foreman shall 
not withdra w the amount so deposited except for payment 
to the defa uliing subscriber. 

Explanation.-For the purpores or subsection (3). 
arrears of subsorip~ions ' shall mean all the previous 

instalinent s realised from the substituted subscriber. 

Amount due 22. When a sub tituted subscriber dra ws the prize 
a mount, the defaulting subscriber sha 11 be entitled to 

subscribcr 
hw dealt recover from the foreman his contributions subject to sucl~ 
with. deductioiis as may be provided for in the chit agreement. 

The forelaan shall on demand made by t k  &faulting 
subscriber and on his executing an acknowledgment 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 firrnish 
the a ckno wlcd gment as aforesaid, the foreman shall, 
before the date of the next succeeding instalment, deposit 
in an approved bank the amount due to the defaulting 
subscriber. The amount so deposited shaU not be with- 
drawn by the foremad for any purpose other than for pay- 
ment 10 tke defaulting subscriber, 

CHAPTEK V. 

23. Before receiving the prize amount without deductiug 
Prized subs- all f utix subscriptions, every pr ized subscriber shall criber to 
give security. fur ni sh i.nd the foreman shall ti) ke r ufficieiit security for 

the due y: ymcat of future subscriptions 2nd if the foreman 
iq the prized rubsci i ber, he s h ~ l l  give security for the due 
p.iyment of  futurc subscrlpllons ro the satisfaction of the 
Regis t xar. 
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24. Every pri zed sq bscri ber sha 11 pay his su b~crlptio ns Prized subs- 

regularly at the time and plpce and on the date mtntioned criber to Pay 
the subscrip- in the chit agreement 2nd c n  his failure to do : 0, hc shalltioll regu- 

be liable to 11la ke a consolidated payment of a 11 the future larly 

sl~bscriptions a1 once. 

25. (1) A forem:rn hhell not be entitled to claim consoli- Foremall to 
demand tlated paymet: t of a I1 the future subscriptiolls from a future subs 

clcl'aultillg prized su bscii5er unless he shall have detnanded ,,ipticns bj 

the same in writing. written 
iiot ice. 

(2) If in a suii by cr foi emxn for consolidatid paymellt 
of future subsci ipiio~ns from a defaulting prized subs- 
L iber. 9 the dr;fend,;nt pi:.;ys into C O U ~  t on or before the date 
to which tl1e s ~ i t  i; posted for hearing the arrears of subs- 
criptic,ns till that &ate togecber with iaerest thereon at tl. c 
rate provided for in the chit agreement or a t  twelve per 
cent per annum simple interest whichever is lower, 2nd 
the costs of the wit for pymept to the plaintiff,  the^, not- 
wjthst~ndiizg any contrc?.ct to the contrary, the court shall 
pass a decree directiilg tba t the defendant ska 11 deposit in 
court for payment to thc pllii~ltiff, the future subscriptions 
on or before the dates on which they fall due and that, 
in default of payment by ihc defendant of any future subs- 
cription on or before the due date, the plaintiff sba11 be at 
liberty to realize i :I cxecutic 1 all the future subscriptions 
and interest threon, less the amount, if ail:? .aJrcady 
deposited by thc defendznt : 

Provided that if any such suit is upon a promissory not$, 
110 kcsee shall bc p~.csed under the sub-section unless 
such promissory t~oie cxpr:. ssly slate that the amount due 
under the proinissary not; is towards paymerit of subs- 
criptions to the chit. 

(3) Any person who ho id s an  interest in the properiy 
i'~~~-~Qslzetl as security or ally part thereof sha 11 be entit led to 
lnitke paynient uncle1 su b-section (2). 

(4) All consolidateci p:iyments of future subscrip 
ns rr~lized by :I fol.eman shall be deposited ill an apprc- 

ved bank bdore ille dale (-1' the next succeding ir~staIment~ 
amount so Jcpt1sif cd I I I : ! ~  he withdrawn only f i b 1  ~ I Y -  

11t of l i ~ u  1.2 su t)~i.i~ipti~li%~. When any I X U I ~ C ~ ~ ~  jg 

; \  ci(i.ii ud ~ I I  lieu, 01'1 lie c,.nc- lliclo!id payn~ent , i t  shall rcmajy 
;:., ~l;ocbriiy Tor tllc due payin< ill ul'ibture subs.;riptions. 
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CHAPTER VI. 

Restrict ions 26. (1) 140 transfer of the rights o a foreman to receive 
on transfer subscriptions from prized subscribers sha ll be made 
Of r'glrts Of witlic~i L t h  2 previoas sanction in writing of the Registre* . 
forema ;I. 

(2) A.ny si~ch transfer of the riglit s of a foreman to 
receive sub ;a iptions from a prized subscriber shall, if it is 
likely to affect prejsdicially the interest of any non-prized 
subscriber or unpaid prized sitbscribr, be set aside Gn 
application by such subscriber to such officer as may be 
cnipowered by the Governmsnt in I his behalf. 

(3) Whe!~ u nder su b-section (2) a transfer is disputed 
by a subscriber , the burden of proving that the foreman was 
insolvent circumstal:ces at the time ofthe transfer and that 
the transfer is not likely to affect prejejudicially the intaes~ 
of any such subscriber is upon tlie transferee. 

Transfer of 27. Every trai~sfer by a non-prized subscriber of his 
righ L s i l l  the chit shall be in writing duly nttcsted by 

subscribsr's atlwst iwo witnesses and ~ l ~ t l l  he filed with the foreman. rights to be 
in writing. 

Reccgnitiol1 28. Lvcry transfer u ~ d e r  section 27 sball be recognized 
of transfer by the i'oreman, unless the transferee is not solvent or the 
b y  t b a transfer wiis effected with a view to defeat the provisions 
foremane of any law. 

E LI t r y of 29.  Every ~ransfer made under section 26 or section 27 
slla 11 be silr ercd by the forema a in the boo ks of the chit 

name in th' fortliivirl~ and a true copy of such entry shall be filed by the book. 
foreman with t l ~ e  Registrar within foul-teen days from the 
d ~ t e  ~f szlcl? elltry. 

CHAPTER VII. 

TERMINATION OF CHITS. 

prorisions 30. Where. the foreman who is a n  individual dies or 
for coutinu- kcomes of  ~~osound mind, the chit nlny be continued in 
ation ofchits accorda~~ce with the provisio~ls of the chit apr&ent. 
in certain 
cases. 
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3 1. A chit shall be deemed to have termilxated- 1 eminat io tl 
of chit. 

~ (a) when the pericd fixed in the chit agreement has 

I 
expired, provided payment of dues to all the sn bscribcrs 
has been compleicd; or 

(b) when all the non-prized anit unpaid prized sub-  
cri bers consent in writing to the termination of the chit and 
a copy of such consenb is filed as required by section 32 ; 
or 

I r 

(c) when a foreman, who is ila individual, dies or 
becomes of u nsou nd mind and the chit-is not cc ntinued in 
aocordance with the provisions of the chit agreement: 

Provided-,that in the case of a forepian rwhich is I. firm,if 
a partner dies or becomes of unsound .mind, the c..~it sball 
not be deemed to  have terminated and the surviving partner 
or partners shall conduct the chit in the absence of any 
provision to the contrary in the chit agreement. 

32. A true copy of cvzry assent rneni ioned in sectic.11 C P y 0 f 
assent or 18 and of every carsent r~entioned in section 31, with the ,,11,, 

to date of stich assent or collsent shall be filed by the fore- filed with 
man or by t?e rcmcining kcreman or foremen, as the case the Registrar. 
may be, with the Registrar within fourteen days from the 
date of such assent or consent. 

33. Except ia the cases refen-cd to in cla~lses (a) a ncl (b) Refund of 

of section 31- non - prized 
subscriber's 
cGr tribu- 

(a) every ~zon-prized subscriber sball. unless otherwise i t ; ,  ,, . 
provided for in the chit agreement, be entitled to et back 
his con~ribution a t  the termination of the chit wit out de- 
duction for dividend, if any, received by him : 

a 
T)rovided that anv persoil to whom the rights of a lib,. 

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 sub- 
scriber, subject to the collditions specified in this clause ; 

(b) i' 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 on ; l~e 
date on whicl~ he has notice thereof. 
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~ u t ~ ~ r i b e r s '  34. Where there am debts d ~ w  rrom the foreman of a .  
dues to be chit in relation thereto and also other debts due froni such 
first charge 
on chit foreman, the chit debts. due to the subscribers shall be a 
asset s . first charge on the chit assets. , a  

CHAPTER VIII. , 

INSPECTION OF DOCUMENTS. 

Foreman to 35. Every foreman shall, on payment of such fee 
allow subs- not exceeding five rupees as may be specified in the chit 
criber to  agreement, allow non-prized and unpaid prized subs- 
examine chit cribers all reasonable facilities on all days of drawing of records. 

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 fore- 
man hiinself in the capacity as a subscribcr and all chit 
records including books of account and pass books, the 
balance sheets and profit and loss accounts and such other 

I records as may show the actual financial position of the 
chit scheme. 

Preservation 36. All the records pertaining to a chit shall be preserved 
Of C h i t  intact by the foreman and kept for a period of six years 
records ' 7  from the date cf the termination of the chit. 
foreman, 

Inspecti00 37. (1) (a) The Registrar : or 
of chit books 
and records. (b) any officer authorized by the Director of chib 

in this behalf, 

may inspect the; chit books and all records after giving due 
notice in writing to the foreman. 

(2) Every Foreman shall be bound to produce the 
chit books and records before the Registrar or the officer 
authorized undor sub-~ction (1) at the time and place 
mentioned in the notice and shall furnish such information 
to him as he may require: 

Proviit.G b t  such inspection may h. made at .t pix:- 
:%.-, - ' ?& ;.- :f k p"iI 1 &z;.ac- -~~ C i s  +&& - 
r * - / .  - m~ - "k 1IEQlcU"" -- 

~"r*l)c d -  
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Provihd further that if ths foreman is banking 
company as dohed in the Banking Companies Act, 1949 
(Central Act X of 1949): such inspection shall be made 
only at the premises of the company and only on a working 
day and such foreman shall pay such fees as may be pres- 
cribed for the inspection. - 

CHAPTER IX. 

WINDING UP OF CHITS. 

38. A chit registered in the Presidency-town may be When chit 
wound up by the Madras City Civil Court and a chit regis- m a y b 
tered elsewhere may be wound up by the Ilistrict Court wound up. 
having jurisdiction over the place where the chit has been 
registered- 

(a) if the chit has terminated under clause (c) of 
section 31, or 

(6) if the foreman fails to give the security specified 
i n  cection 12 If * * " * I, Or 

(c)  if lic fails to deposit the chit moneys in acrordnncc 
with ~ a e  provisions of this Act, or 

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

(e) if  execution or other process issued on a decree 
or order of any court in favour of any subscriber in respect 
of due l o  him from the chit is returned unsatisfied 
in whole or in part, 01- 

(jj if ir is proved tbat there has been fraud or collusion 
on the part of the foreman in the matter of taking securities 
from prized subscribers, or 

a The words " or if he conlmits any such act in respect thereto 
us arc cslclllated to impair materially the natnse of the 
security or the valtre thereof"were omitted by section 4 of the 
Tamil Nadu Chit Futlds (Amendment) Act, 1975 (Tamil Nadu 
.4ct 14 of 1 975). 
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(g) if the foreman has apprclpriated the prize amount 
in his capacity as a subscriber without furnish'ing sufficient 
security for future subscriptions, or 

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

Exp1anulion.-For the purposes cf clause ( d  ill 
determining whether the foreman i s  unable to pay the 
amounts due to the subscribers, the court shall take intcet 
account his contingent and prospective liabilities in respect 
of the chit : 

Provided that a chit conducted by a company within toe 
meaning of the Companies Act, 1956 (Central Act I of 
1956), sh,all be wound up only by the court having jurisdic- 
tion under that Act. 

Winding up 39. The application to the court for the winding up of 
a~~l i ca t io i l .  a chit shall be by a petition presented by any non-prized 

subscriber or unpaid prized subscriber or by t l ~ e  Registrar, 
signed and verified in the manner prescribed by the Code 
of Civil Procedure, 1908 (Central Act V of 1908) and shall 
contain such particulars as may be prescribed : 

Provided that no applicatioo for the winding up of a 
chit under clauses (d) and (ti) of section 38 shall lie unless 
such petition is presented- 

(a) by those non-prized subscribers and those unpaid 
prized subsc:ribers who'= subscriptions to the chit amount 
in the aggregate to at least t wenty-five per cant of the 
amounts contributed by all the non-prized subscribers &nd 
unpaid prized subscribers ; or 

I I 

, (b) with the.pravious sanction of the Government. , e 

EX~~VUZ-* . -F~  the purposes of the abow pmvis 
s -c:mh*3fa-ofa--~Mb-t@b 
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41. An order fix t!le winding up a f a  ch t shall ogerze Cornrrtencz- 
j a raydgr of all the silbscriber s t o  whom am~unts  ars do3 menL a d  

cffect of from>tile chit and it shall bc deemed ta have commenced 
up 

from llle time cf 11s piesentation of the application f t ~ r  rh- order. 

wiizding up. 

42. Tl;e court nlny, upoil the application c f t he for-ma - i  1 , j u ~ c t i ~ l  

o r  of a n y  s u b , ~ r i k r  t u  viiloin amounts are due in rijpsc: ' -d~r .  
of 'he ' L j ~ i ,  at any time aflcr ~i:e presciitation of ihe iipp; 
c a ~  ion for the winciirrg up of a chit under ;his Act aml 
I,ti.oi-c I IIC maI,ing of' an ordel- for thc appoi ntrxent of au 
I v i  r S o  V I P  up t 1 ,  u-slrat~r 

: . , I '  
f j i j  %:.-; p:c,cc-t.lin~, .: 2% ._:, 2r  -,roceed.ng . ~ ~ : ' + y . : : t . .  

ag:-inzt the fc iem.in i ~ ;  ihe renlizarion ,f amoun: 5 
frortl t>.e chit upqn such terms as ihe court thi-lks fit. 

43. On hearing t l:e application, the court may &mi:. , pow'rs of 

it wiih or without costs or adjourn the hearing conditiol:sl:p c .)u;! an 
h~ar i i13  ilne 

or ..k;cv~i~ditionally or make ail intorim ordet or any ciilb. pplicationn 

order ihat it deems fil .  

44. Onthe making ofsn  order for the winding up of aChit asse:s 
chit, :he entire chit assets shall vest in the court for di .iris l o  i n '  

cour: fog 
butiuil nmongst the subscribers to  \~/!ioin amounts are due dis,ribulion. 
i n  rcs;:ect of ihe chit and ihi:  courr shall pass sucll 0idei-s 
in t 1 - 1 ~  rnziler (includi~~g ~ i l c  appoilztment cf 2 receiver) 

. < 

:!> li cl'- C ~ S  j i i .  

winclinp ::r order has been m;,de i.#j Suits stayed 
. wi;l$ing oi her ieghl proceedings silali be con? ir. .ad i, irderr 

agairlst ilie foreman by a stlbssriber fc,r 
tl;c r-e:+dlizaiion c.f arno~~nks dce t r ;  him ill resycct of the <-,Piit 
excep~ v;ilil the l eax  orthe court m d  on such terms as  he 
tour t may impose. 

6 .  ( 1 )  On the makir:g of a wid ing  up ordcr, it ~ h a l l c ~ p y  o if 
\$;:'el; g i;p 

iI1-c duty oft  he pc:itioncr in the winding up procacding.; ,,, (: .. 
an6 of I ha Receiver t e file with the Registrar a ~ c p ! ~  (if the filed 
s \\khin one month from the date of the m~.kin;: cf thrq ri-strgi 
1 1 -  t: L~rclcr : 

0 

Pr.oviJecl. lllal tI:e Re& ar niay, upc:~ apr,licatic\ :1 i r 
x;ritir;p by such petitioner or Receiver, allo*v, in his 
discre:ion, further time n?t exmeding fiftecn days fox iil! 
filing of any such Copy. 
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/ (2) On the filing of a copy of the windipg QQ order. 
the Registrar s a f  ..a. $.- make tin eqotry thereof .b his .books 
relating to' the, cb1r and .@all notify in the District Gazette 
that such: a n  ordir has been made. 

s:aJof wii'- 47. Wheo duringthependencyoftheproceedings tor 
ding ceedings Up pro- on ihe winding up of a chit, the foreman is adjudicated an 
jl;solvency of insolvent or when the foxeman is a company, the company 
fortman ~ n d  has been ordered to be wound up by the court, the winding 
transfer of up proceedings under this Act shitl! cease and the distribv- 
insulvcw~ tion of the chit assets shall, subject to the provisions 
pr0meclii.g~. 

contained in sections 34 and 42, be made by the insolvcucy 
court or the court winding up the company, as the case 
may be. Where insolvency p:oceedings again st the foi amr n 
are pendiiig i i l  differenc cour~s, ihe High Court may 
transfer the proceedings trom ore court to another as it 
may deem fit. 

~ompensa- 48. (1) When an application presented for winding, up 
tion for fri- a chit is dismissed and the court is satisfied that the apphca- 
vO'ous Or tion is fivclous or vexatious, the court may award against 
~ x a t j o  n s 
appIication. the applicant such amount not exceeding five hundred 

rupees, as it deems reasonable as compensation to the 
foreman for the expense or injury occasioned Lo him by 
the application and the proceedings thereon and such 
amount nay be realized as if the award were a decree. 

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

3ight of 49. The foreman, any subscriber, the Receiver or any 
app,oa~. 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 or order, appeal to 
the High Court. 

Limit c4i01;. 90. (1) Where an order refusiilg to wind up a chit ';as 
been made under this Act, the chit sh9.11 be deemed to have 
been under suspension from the date of the presentation of 
the application to the date of such order in iespect of non- 
prized subscribers, and notwithstanding anything c~ntained 
in the chit agreement, no nor!-prized subscriber who was 
m t  a bfrtulter on the date of the presentation of the 
application for winding up shall be deemed to be a defzulter 
on t& dab 3 i ts  dismissal. 
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(2) where an order refusing to wihd up a chit ha, 
been made under this Act, in computi~g the period of 
limitation prescribed for any suit or other legal proreedlngr 
(other than a suit or an application in respect of which the 
leave of the court has been obtained) which might have been 
brougllc or instituted the pe~iod from the dats of the 
pressntation of the application to the date of the order 
refusing to wind up the chit shall be excluded. 

(3) Nothing contained in this Ait shall affect the 
right of the subscriber to proceed by suit or applicbtion 
against the foleman perLonally 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 lim-tation prescribed for any such 
suit or application, the peiiod from the date of the present?- 
tion of the application fol winding up the chit to the date 
uf the declaration of the final divldend )hall be excluded. 

CHAPTER X. 

OFFICERS, 1,NSPECTION AND FEES. 

51. (1) The Goverllment may, by notifi.catb;n, App u,,i, msut 
-appoint a Director of Cllits and as many ins~3ecting cf Direelor 
Officers and Registrars as may bc necessary f ,r the cf Chits. 
purpose of dischargiilg the duties imposed upon Inspecting 

Officers, Dirccto; of Chits, the Jropectlng Officers and tile 
Registrars by cBr under this Act or the rules made the:-c- chit 
under . Acdi tors. 

(2) The Director of Chits may appoint as m a y  
Chit Aud~tors as may be necessary far the purpis; of 

* cilnrging the duties imposed upon the Chit Audilcrs 
by or under this Act or rhe rules made t hcr,undtr. 

(3) All Inspecting Officers, &gistrars 2nd Clrit 
AltL{itr rs shall discharge thc duties imposed upon t h-m 
by or under this Act or the rules made ti~rreuna~r 
under the general superintendence and control of the 
Direct~r of Chits. 

(4) If the Registrar is of the opinion that the account6 
of any chit are not properly maidaihed and that such 
aaou11ts should be audited, it shall be lawful for him tc 

125-6-04 5A 
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have such accounts audited by a Chit Auditor. It shall be 
the duty of the foreman of the chit concerned to produce 
before the Chi: Auditor all accounts, books and other 
records relating tc the chit, to furnish him with such 
informatian as may be required and to ak3'ord him all such 
assistance ar,d facilities as may be necessary or reasonable 
and as may be sequired in regard to the audit of the- 
accounts of tht: chit. 

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

Inspection of 52. Any pv'rson may, on payment of snch fees as may be 
doc~ments in prescribed- 
the Registr- 
ar's office. 

(i) inspect the documents kept by the Registrar ; and 
v 

(ii) obtain a copy or extract of any document ;to be: 
certified by the Registrar. 

Levy of fees. 53. "(1) There shall be paid to the Registrar such fees 
as the Government may, from tirne to time, p~escribe 
for- 

(a) the registration of the by-laws of a chit u n d e ~  
section 3 ; + I 

(b) the grant of a certificate of commencement 
under section 7 ; 

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

.' 
(d) the iiispection of documents under sectioo 52 ; 

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

(f) the audit of the accounts of the foreman ana 
the issue of a11 audit certificate ; 

(g) such other matters as- may appear necessary to 
pivf: effect t3 the -3urpnzeq c f this Act. . 
C 

- 0  * - * - . . --,, .-. 75Z.z  cfl=% pyL;s& FA::&-; -*'"=,-,&<:;f);$ ' 1 )  ;&4,4 . .- 
F, , , -2 J 5 .- - t  ;& - i f  .L . :,-. A - tk Forf Sf. Ge~lrgz h z e f  re * . 
\ -. - - 
*Ne:i t hs Toniil Ncdu Goverfirnmt Gazett? . 

LatestLaws.com



LatestLaws.com

1961 : T.N. Act 241 Chit Furzds 

1 CHAPTER XI. 

54. (1) Any foreman aggrieved by an order of the Appeals- 
I 

Registrar- 

(a) refusing to register the by-laws of a &it under 
sub-section (1) of section 3 ; 

(b) refusing to grant a certificate of cornmenceinent 
under sub-sectidn (2) of seclion 7 ; 

( c )  refusing to accept tho security l[ * * *  
* * ] under* section 23 ; or 

(d)  refusing to release the property charged by way 
c f  security or to order the release of the c a ~ ~ h  .ccurity or 
tbe Government securities under 2[ ** ** 1 section 
12, may, within thirt: da:7? ~f t h e  cornmunica,ion 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 under sub-section (1) of section 26 
or by an ordur of an officer empowered by the Government 
under sub-:.uition (2) of that section may, within t !~ir ty 
days of the communicatioa to him of such order, appeal 
to the Dircctor of Chits. 

(3) T l ~ c  Director of Chits may, after giving the 
appellant an opportunity of being heard, pass such ort:ers 
on the appeal under sub-section (1) or sub-section (21, as 
he thinks fit. 

55. The Registrar may, in his discretion and upcn an 
application in writing by any foreman-made within the Registrar to 
period of fourteqn days specified in any of the provisions condone 
of sub-section (2) of section 20, sub-section (2) of section 21, delay i n  
section 29 and section 32, allow to the foreman further certaxn eases. 

time not exceeding fifteen days to file a, copy of any docu- 
ment under any of the provisions referred to above. 

The expression "under clause (a) of sub-section (1 ) of seer ion 
32 or " was omitted by section 5 (i)of the Tamil Nadu Chit 
Funds (Amendment) Act 1975 (Tamil Nadu Act 14 of 1975). 

a The expressi 011 " subsection (4) or sub-section ( 5 )  of " 
.was omitted by section 5 ( i i )  of the Tamil Nadu Chit FtinJs 
(Amendment) Act, 1975 (Tamil Nadu Act 14 of 1975). 
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I? enaities. 56. (1) Whoever contravenes or awts the contraven- 
tion of any of the provisions of sections 3, 4 and 7 shall bt 
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 foremm- 

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

(b) who contravenes any of the provisions of section 
8, su b-sect ions (l)and(6) of section 12, section 14, section 1 5, 
sectioii 16, stction 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 
o f  the chit agreement regarding the date, time and plape 
at wlrich the chit is to be drawn ; 

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

(3) Whoever in any document required by, or for 
purposes oi, any of the provisions of this Act wilfully 
makes a stakment f~ l se  in any material particular knowing 
it to be false, 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 b0th.P -- . 
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I 

57. No court inferior to that of a salarirti presidency C~gllizance 
magistrate* or a salaried magistrate of the fir. i class shall of offences, 

1 try ar y offence under this Act. 

I 58. The court imposing any fine under this .ict may Application 
direct that the whole or any part thereof be :.i;plied in 01. of fines. 

I towards payment of the costs of the proceccii!~~~. 

59. (1) A magistrate of the first-class* in ihe mufas.aI Power io 
c1.i ter and or a presidency magistri:te* in the Presidenc) -. uwii, mi:y3 ,,arch 

any 04 receiving a report from tne licyibiiar or .i .. : Inspecting place to, 
Officer appointed under sub-section (1) of' :cat .en 51 that seize docu- 
any person conducts or is responsible fox- lh~. conduct of ~nen;s, etc 
a chit in any place in c~ntravention of the p' (:)visions of 
this Act, issue a warrant, empowering the Rcgi..irar or the 
inspecting Officer to enter such place with :.c.cl?. assistai~ts 
as he considers necessar,? and inspect the brtl?. .? registers, 
accounts or docximents :in such place. On, t.r.cclving, scch 
warrant the Registrar of the Inspecting Offia:r may enter 
tho place with such assistants as he considerr; necessary 
and inspect the books, registers, accounts c i documents 
in such place and may take to his office for fi sther investi- 
gation such books, registers, accounts and tlL:cl;merts as 
h(: considers necessary : 

Provided that if the Registrar or tEr: Inspecting 
Officer removes from the place any boak, regi- tcr, account 
or document, he shall give to the person in charge of the 
place, a receipt . describing the bgok, regi:.ter, account 
or document 1 so removed by him: 

Provided further that within twenty-four hours of the 
removal of the. books, registers, accounts and c ocuments 
from the place, the Registrar or the Inspectilig Officer 
shall either returnthem to the person from whose custody 
they were removed or produce them in the court of the 
magistrate who issued the warrant. S ~ c h  magistrate, 
may return the books, registers, accounts and documents 
or any of them to the person from whose custody they were 

*,4ccording 1 0  clauses (a) aod (c) c f  sub-secrion (3). 
of section 3 of the Cede of Criminal Procedure, 1 973 (Ccn1rai 
Act 2 of 197.4), any reference to a Magistrat c of 1 he first class 
shall be construed as a reference lo a Judicial Magistrate cf  ih? 
first class and any reference to a Presideitcp Magistrate sh-lil be 
construed as a referecce to a Metrcpolitan Magistrate wiih cfl'ect 
no a ~ d  from 1-4-1974. 
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removed by the Registrar or the Inspecting officer,-'after 
taking from such person such security as the magistra~e 
considers necessary for the production of the books, 
registers, izccounts and documents when required whether 
by the Registrar or by the Inspecting Officer or by the 
court, or may pass such other orders as to their disposal 
as appear just and convenient to the magistrate. 

(2) The Registrar or the Inspecling OEcer shall 
have authority to require any person whose testimony he 
may reqrsire regarding any chit agreement to attend before 
him or to produce or cause to be prod1:ced any document 
and to examine such person on oath. 

i t  

(3) The Registrar or the Inspecting Officer may 
apply for assistance to an officer in cliarge of a police 
station and take Police Officers to accompany and assist the 
Registrar or the Inspecting Officer in performing his 
duties under this Act. 

Payma nt to 60. All payments in respect of a chit whether by the 
be evid.nced foreman or by the subscriber shall he evidenced by dccu- 
by doc~lrnent rnents in writing. 

Interest at 61. No court shall award interest on claims arising 
more *ban under this Act at ]nore than twelve per cent per amum 

per simple interest. cent not to 
be allowed. 

Pwc- of 62. Noihiag contained in the foregoing provisions 
court to of this Act s b l l  affect the powers vested in a court for 
Wnt =lief granting relief against any of the provisions containcd in i nancer! ai n 
cases. the chit agreement, if the same be unconscionable or 

opposed to the provisons of any law. 

Power to 63. (1) The Government may make rules for carrying 
make out all or any of the parposes of this Act. 

(2) In partic~rlar and without pre.ju.dice to the 
1 generality of the foregoing powcr, such rules may provide 

for or regulate- 

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

(6) the matters in respcct of which provision 
shall be made in the by-laws of a chit and the proc3dure 
to be followed in making, registering, altering and abro- 
gating by-laws, and the conditions to be sztisfied prior to 
such making, registration, alteration or abrogar ion ; 

LatestLaws.com



LatestLaws.com

1961 : T.N. Act 24) Chit Funds 

(c) the pai: ticulars which every chit sgreem~nt 
shall contain ; 

1 (d)  the method of ~aluation of grains by the 
."i,gistrar in a grain chit, for the prirposes of security 
under section 12 ; 

l[(e) the rate of interest to be paid to the foreman in 
respect of the amount of cash security deposited with the 
Government undcr section 12 ;] 

Cf) the procedure to be followed by the Registrar 
for the :eelease of security given by the foreman under 
section 12 ; 

(g) tho maintenance of registers and books of 
acconnts by the foreman, the safe custody df books, papers 
and d,lcuments in the Registrar's oftice and also for the 
destruction of suc'. books, papers and documents as need no 
longer b9 kept ; 

(h) the pprcedure to bi followad for the wintiing up 
of a chit under Chapter IX ; and 

(i) the auditing of the balance sheets and profit 
and .loss accounts and the issue of audlt certifical es. 

(3) (a) All rules made under this Act shall be 
published in the Fort St. George Gazette* and, nnless 
they are expresscd to come into force on a particitlar &a y, 
shall come into force on the day on which thsy are so 
published. 

(b) All notifications issued mder  this Act, sh l l ,  
ullless thty arc expressed to coinc into force on a partictilar 
day, corn- into form on the day on which thr y arc pu hiidicd. 

(4) Every sale made or ilotification issued u ~ ~ d e r  
tllis Act shall, as soon as possible, after it is msldc or iss~ica, 
be placed on the table of both Houses of the Lcgisla tlirc 

- ..- ----- * 

7 his clause was st bstitctcd for the following c l a ~ ~ s z  
by sectior G of the Tamil Nadu Chit Funds (Amendment) Act,  
1 93.7 (Tsmil Nc.dil. Act 14 of 1575):- 
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znd if, before the expiry of the se-sion in which it is so 
placed or the next session, both Houses agree in mzking 
any modification in any such rule or notification or both 
Hornses agree that the rule or notification sholnld not be 
made or issued, the ruic or notification shall thereafter 
have effect only in such modified form or be d no effect, 
as the case may bc, so however, that any such modificstion 
or annulment shall be without prejudice to the validity 
of anything previously done under that rule or notification. 

Of 64. All amounts due from a foreman to tho Registrar amounts due 
from ;I or any other officer under this Act by way of any fee shall 
foreman. be recoverable as arrears of land revenue. 

Act not to 65. The provisions of this Act shall not apply io 
to F G S ~ O C ~  of- 

certain chits. 

(I) any chit started before the commencement of 
this Act, or 

(2) any chit the chit amol-lnt of which or where two 
or more chits are started or conducted' simultaneously 
by the same foremw, the aggregate chit am~unt pf which. 

" *  

does not excee'd' bne btundred rupees. 
, , . ,. .., 

Power to 66 The Government may, by notification, exempt 
exempt. any pi:rson or c]a$s of persons to whom or rany chit or 

class of chits to wbch this Act applies from all or any of 
its pro~isions, subject to such conditions as they deem fit 
and may cancel or modify any such notification. 

Amendmenr 61. [The amendment made by this section to ScheduEe I 
of Central to the Ilidian Staplp Act, 1899, as amenil6d by tW'In;diini 
A C ~  n of Stamp (Tamil Nadu Amendment) Act, 1958 F~Iiiil ~aii& 
1899. Act XIV of 1958) has been incorporated in the sad Tamit 

Ndu Aci XIV .hf' 1958.1 
- ,  ",, ' ~ f  $ 

, r  ' i  * 

Repeal and 68. (I) h n y  law corresponding to this Act in force ilt 
saving. the transferred territory immed,iately before the cammen- 

cement of this Act including the Travancore Chitties Get, 
1120 (Travancoie Act XXVI of 1120) hereinafter in tbis 
section referrdd to as the correspondilig law shall stant~ 
repealed on such commencement. 
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(2) The repeal by sub-section (1) of thc carrcsponding 
law shall 1 ot aflcct- / 

(a) (i) tbe previous operation of the corrcspcnding 
law or anything done or duly suffered thereunder ; or 

(ii) any right, privilege, objigiqion or liability 
acquired, a~crtlcd . j(:k or -incurkd ynder tbk , 6di?&sponding . . $ .  r law ; 
or 

(iii) any penalt?, forfeiture or puhishmeni incurred 
i n respect c f any offence committed against the corresponding 
law ; or  

(iv) any invc stigation, logal proceeding or r ,-medj 
in respect s f  any such right, p r i ~  i lege, obligation, liability, 
penalty, forfeiture or punishment as aforisdd ; 

and any such invcstigat ion, legal proceding or rcnlcdy 
may b~ instituted, contiirued or enforced and m y  such 
penalty, forfeiture or puni:,l~mcnt may bc impo;~.d i t s  if 
this Act had not bccn passed ; or 

(b) The operztion of t h ~  corresponding law in 
respect of chitties started before the comn~cncem~l:t of this 
Act. 

(3) Subject to the provisions of sub-section (2), any- 
rhing done or any action taken, including any appointment 
or delegation made, notification, order, instr~tctionor direction 
issued, or any rule, regulation or form framed, certificate 
granted or registration effected, under tho corresponding 
law shall be deemed to have been done or taken under thih 
Acs and shall con:inue to Ix~ve effect accordingly, unless 
and sntil superseded by anytl~ing dolle or any action injrtn 

trncf c-r this Act. 

(4) Unless i l~c  context othcrwisc requires, thc I[Tamlt 
Nad.;l Gencral Clauses Act, 1891 (I[Tamil Nadu] Act I of 
18911, shall apply for the intcrpretatian of this Act in its 
application to the transferred territory. 

(5) For the purpose of facilitating the application of 
this in the transferred territory, any court or other 
aufi.erity may construe this Act with such altetation not 
affLding the substance as may be necessary or proper to 
adoj't it to the matter before the court or other authority, 
--- -_I-_ 

1 T]l:se w\:rbis wers substituted for the warri "Mailr.t?;" by th: 
Tan~il N ! r l t l  hcf:ipin'ioll Of L?ws Or lcr, 1963, as ameilc'e I b j ,  
thr, 'T , j>l i l  N ~ t \ r l  Adapta3 iOal Of L?ws (SSolld Am2nclin:nt) Or !erg 
1969) 

LatestLaws.com



LatestLaws.com

Chit Funds 
- 

: I ' 

r1961 : T.N. Act 24 L 

(6) Any reference to tbe corresponding law in any 
law which continues to be in force in the transferred terri- 
tory after the commencement of this Act shall, in rela- 
tion to thslt territory, be construcd as a reference to t h i ~  
Act. 

Exp2cxnation.-For *the purpasc of this soct ion. thc 
expression " t r.".nsferrtd tcl r I tory" shall mean the Katzya- 
kumari district arrd tlze S!rcncottrlz t~iluk of tllc Tirunclve li 
district. 

Bower to 
xernove 

69. (1 )  If ally difficulty n r i ~ e s  i !I giving effozt to the 

difficul ties. jxovisicns of this Act, the Gavel-nme11i may, as occasion 
n;ny rzq!.lire, by orc'er, ao anythi~lg which appears to 
thcm Ixcessary for the purpose of :emoviug the oiffi~ulty. 

(2) All orCers m::.de under fub-section (1) shall, as 
soon as possible, after thcy are made, be placed on tltt: table 
of both Houses of the Legislature and shall be subj~ct to 
such modifications by way of amendment or rtgcal as ihe 
Legislature may make either in the same session or in ths 
nexl session. 
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TAlMlL NADU A6T NO. 14 OF 1M5.* 

THE TAMIL NADU CHIT FUNDS (AMENDMENT) 
ACT, 1975. 

[Received the assent of the Governor on the 9th May 1975, 
$rst published in the Tamil Nadu Government. Gazette 
Extraordinary on the 14th May 1975 (Chithlrai 31, 
Iratchsa (2006-Tfr~val~uvo~ Andu)).l 

An Act to amend the Tamil Nadu Ckie Funds Act, 
1961. 

BE it enacted by the Legislature of the State of Tamil Nadu 
in the Twenty-sixth Year of the Republic of India a t  
follows :- 

m r t  title and 1. (1) This Act may be called the Tamil Nadu Chit 
Wmmencement. Funds (Amendment) Act, 1975. 

(2) It shall come into force on such date as the State 
Government may, by notification, appoint. 

2-6. [The amendments made by these sections have 
already been incorporated in the principal Act, namely, 
the Tamil Nadu Chit Funds Act, 1961 (Tamil Nadu Act 
24 of 1961).] 

The principal 7. The provisions of the principal Act as amended by 
Act as amended this Act shall apply only to chits In respect of which the 
by this Act to certificate of commencem~nt under sect ron 7 of the p i n -  
apply to new 
chits oqly. c:pal Act as am.znded by this Act is ob~ained on or after 

the date of the commcnccmcnt of tbis.Aoi ; and in relation 
to chits in respct of which a certificate of commence- 
ment has b ~ e n  obtained bifore such date, the provisions 
of the principal Act shall apply as if this Act had not been 
passed . 

I 

-. 
* For S ,  atement of Object8 and Reasons, ree Tamil Nadu 

Government Gazette ,Extraordinary, dated tile 18th April 1975, 
part IV-Section 1, Page 136. 
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