CHAPTER XII-31 

Co-operative Housing Societies.

1. Introduction. -Housing societies are of three types-

(1) Tenant Ownership.

(2) Tenant Copartnership.

(3) Flat Owners.

(a) Tenant Ownership Societies. -In tenant ownership housing societies, the land is purchased, developed and divided into plots by the society and developed plots are allotted to members. Land belongs to the society and leased to members. Lease rent (ground rent) is recovered from the members and paid to Government or other landlords, if any. Where land is freehold and owned by the society, nominal rent is recovered from members.

Members construct their own houses according to the plans approved by the society. The society also undertakes construction work and possession of buildings when constructed would be delivered to members. Cost of construction is recovered from members either in one lump sum or in installments according to the progress of construction. If the member is unable to pay the entire amount, finance is obtained from the Maharashtra State Co-operative Housing Finance Society or other financial Institutions.

(b) Tenant Copartnership Societies. -In this type of societies, both land and buildings belong to the society and members are only tenants possessing rights of permanent occupation subject of payment of monthly service charges and other outgoings of the society including installment of repayment of borrowed capital, contribution to the sinking fund, etc. Agreements in form "A" are obtained from all members. Multi-stories buildings are constructed by the society and flats are allotted to members.

(c) Flat Owner's Societies. -These societies are formed by persons who have purchased flats in buildings constructed by a builder on land purchased by him. The land on which the building is constructed may be freehold in which case the title is conveyed to the society on its registration or it may leasehold in which case, the lease rights are transferred to the reactive buyers for the sale of individual flats. These are required to be registered. The builder functions as the Chief promoter of the proposed society. He may also retain the unsold flats, shops garages, and godowns pending their sale. Buyers of shops and garages are admitted as nominal / regular members of the society.

Since the members have paid the entire cost of the flat, the function of the society in merely to collect the monthly service charges and meet the outgoing such as municipal taxes, water and electricity charges, wages of employees, etc, and attend to the proper maintenance of the building.

2. Important provisions of the byelaws: - One of the byelaws clearly specifics the object of the society which is to purchase or lease a particular plot and construct building thereon or purchase the constructed building. Hence, no society can be registered until it has purchased or entered into agreement for purchases building. It should be seen that after the society is registered, the plot and/or building are duly conveyed to the society a registered deed.

Limits for authorized share capital and outside borrowings by way of deposits and loans are specified in the byelaws. Qualifications for membership are mentioned in byelaws. Every member is required to furnish full and correct information of the building, plot and flats owned by him and members of his family. Declarations furnished by members should be seen.

If a person already admitted as a member acquires a house or house site outside the society in his name or in the name of any dependent or family member or if he ceases to reside permanently in the area of operation, he cannot continue as member.

Admission of new members is the function of the general body. The committee only receives applications and recommends to the general body. The general body is competent to allot tenements to members on the basis of policy framed by it.  It will thus be clear that the society should prepare rules for allotment of plots and get them approved from the Registrar before any allotment of flats can be made.

Every member is required to hold at least 5 shares. Each share is generally of the value of Rs. 50. However, no member can hold shares exceeding Rs. 20,000.

Although the day-to-day affairs of the society are managed by the committee, the committee has to obtain prior permission of the general body entering into any agreement in respect of the following: -

(1) to purchase plot or plots; 

(2) to appoint architect for preparation of layout, plans and estimates for construction;

(3) to invite tenders and appoint contractors for construction of tenements. The restrictions on the powers of the committee should be noted.

3.Sinking fund: The byelaws provide that half percent of the cost of each tenement should be collected as sinking fund along with the monthly service charge. Every five years, sinking fund contribution certificates are to be issued to each tenant member. 

Form, “A” which accompanies the byelaws, contains regulations regarding tenancies to be granted by the society and forms part of the byelaws.

4.Permission to let tenement: Under Regulation 4, no tenant shall assign, underlet or part with the possession of the tenement of any part thereof without the previous consent of the society in writing.

5.Service charges: Regulation 20 specifies procedure for eviction of a member for default in payment of monthly rent (service charges). Regulation 24 specifies the procedure for calculation of monthly rent. Besides interest and installments of borrowed capital and contribution towards expenses including taxes, insurance premium, repairs and management expenses, contribution of sinking fund has also to be paid by each tenant member.

6.Non Occupancy charges on service charges: As per order No.samruyo/ 1094/ 15615/ pra-kra-317/ 14-C dated 1st August 2001 from the Cooperation and Textile Department 10% non-occupancy charges are charged on service charges on the flat / tenement / shop owner of the society, if he has lented them from 9th March 1995. However if he has lented them to the close relatives such as member’s father, Mother, Sister, Brother, Son, Daughter, Son-in-law, Daughter-in-law, brother in law, sadu (husband of wife’s sister), grandson, grand Daughter and any other relation recognized by the society.

7. Registration of the society. -Along with the application for registration, promoters of co-operative housing societies are required to furnish particulars of houses, tenements and buildings plots owned by them. Such declarations are also required to be obtained from applicants to membership of the society. This is to ensure that only such persons as are genuinely in need of housing accommodation are enrolled as members of housing societies. 

As regards flat owners societies, it should be seen that the "Builder" who is the chief Promoter of the society, has complied with all the conditions laid down for registration of the society. Agreement entered into by the society with the Builder and the agreements entered into by the Builder with the individual flat owners who became members of the society should be examined.

8. Purchase of land. - The auditor is required to pay special attention to the following points: -

(i) Interest in the land of any of the promoters or their near relatives.

(ii) Whether any of the promoters or their relatives appears as confirming parties (i.e., parties to an agreement that confirm a right to purchase the land at a specified price).

(iii) The orders to in which the names of the confirming parties appear, their number and relationship with each other and the promoters.

(iv) Whether the promoters of the society appears as a confirming party in any other land deal.

(v) Deeds of assignment or agreements under which the different confirming parties have acquired their rights should be gone through carefully to ensure that the society would acquire a valid title to the land.

(vi) Payment of advances or part of purchase price. Where such payments have been made in cash, further enquiries as to why payment could not be made by cheque should be made.

(vii) Registration of conveyance and payment of purchase money. - It should be seen that the land has been properly surveyed and correctly described as regards survey number, boundaries, area, etc. Payment should have been made for the actual area taken possession of and it should be seen that all encroachments, unauthorized hutments, etc., are removed and the society obtains vacant possession.

(viii) Whether any broker or agent was appointed for purchase of land?

(ix) All payments should have been made by crossed and order cheques and regular acknowledgments should have been obtained. The dates on which payments have been made and the amounts paid should have been correctly mentioned in the conveyance.

(x) Legal advice obtained should also be seen.

9. Development of land. - If the land is not already under non-agricultural use, orders from the Collector concerned for permitting non-agricultural use of the land will have to be obtained. Relevant resolution of the general meeting for appointment of the architect and agreement entered into with him should be seen. Sometimes, instead of executing a regular agreement, there will be a letter specifying terms and conditions addressed to him by the society and his reply agreeing to work for the society on the terms and conditions communicated to him. The architect prepares layout plans and gets them approved from the Municipality / local competent authority. He also prepares the draft tender and estimates the cost of construction, which is approved by the general body. Tenders are invited and the lowest tender is generally accepted on the advice of the architect.

Before commencement of actual construction, permission of the Revenue authorities for use of the land for non-agricultural purposes should have been obtained.

Expenditure incurred over development of land, which include leveling, removal of shrubs, division of land into building plots, roads, play ground and open spaces etc., should be checked from the vouchers and see that they are properly capitalised. It should be seen that proper measurements have been taken of all works executed and payments made on the quantities of works.

10. Construction of building. - Agreement entered into with the contractors should be seen. Clerk of works or building supervision should be appointed by the society to take measurements. Running bills submitted by the contractor should be checked by the architect and payment of advances to the contractors against his running bills should be made only on the certificate issued by the architect. It should be seen that retention money, Service tax and Income tax as per the conditions contained in the agreement is deducted from each running bill.

Where construction of buildings is carried out departmentally, contracts entered into for supply of different building materials such as bricks, sand, lime, stones, etc., should be seen. Contracts are also entered into for different items of work such as brickwork, fixing of tiles, water proofing etc. Agreements made for the receipt, storage and issue of building materials and stores should be seen. Physical verification of building materials such as iron and steel, bricks, lime, sand, etc., should be taken at frequent intervals and agreed with the purchases made and quantities issued from time to time.

Plumbering and electric fitting are generally got executed through sub-contractors. Since the jobs being small may not attract big contractors, necessary enquiries should have been made as regards rates for different items of work, quality and prices of different materials, etc., and work entrusted to suitable contractors by private negotiations in consultation with the architect.

After the buildings are constructed, completion certificate will have to be obtained from the municipality without which the buildings cannot be occupied. The final bills submitted by the contractors should be thoroughly checked before his account is settled. Payment of retention money should be made only after expiry of the period specified in the contracts and defects in works executed wherever noticed should be got attended to by the contractor or deductions made at the time of settlement of his account. A valuation certificate regarding reasonableness of the cost incurred should also be obtained from the architect.

11. Allotment of tenements. - Under provisions of the byelaws, allotment of tenements or flats will have to be made by the general body in accordance with the policy framed by it. A general meeting will have to be held to frame rules for grant of tenements and submit them to Registrar for his approval. After approval of the Registrar is received, another general meeting will have to be held for the actual allotment of individual flats. A valuation of each flat on the basis of its carpet area, situation etc., will have to be made in consultation with the architect. Every member will have to pay the full cost of his flat as determined by the society before occupying his flat unless he has been sanctioned loan from the Maharashtra State Co-operative Housing Finance Society or any other financial Institutions or source through the society. Generally, every member is required to contribute   percent decided by the society, of the cost of his tenement and the balance is obtained by way of loan from the Maharashtra State Co-operative Housing Finance Society or other financial Institution.

12. Fixation and recovery of monthly rent or service charges. - Regulation 24 of the Regulations relating to tenants (Form "A" accompanying the byelaws) prescribes the manner in which monthly rent has to be calculated.

The monthly rent or service charges collected from the member should not only be sufficient to cover the quarterly installment of loan and interest payable to the Housing Finance Society, municipal taxes, water and electricity charges, establishment charges such as salaries of the watchman, liftman, accountant, etc., but should also include contribution to the sinking fund.

A "Demand, Collection and Balance" Register showing amounts under different heads payable by each member, date of payment and balance due has to be maintained. Receipts are passed for amounts paid by members. In addition, passbooks containing particulars of amounts due and paid by the members are issued to each member.

13.Government Assistance: Many of the housing Societies, of Government employees, and Zilla Parishad, Panchayat Samittee employees are granted loans from Group Insurance Scheme or from the State Government, for Construction of houses. The auditors should see that the terms and conditions for granting loans are fulfilled by the society. Utilisation certificates are required to be submitted by the auditors of the society for each installment that is received by the society, the auditors should take at most care while submitting these utilisation certificate that the society has utilised the loan for the purpose for which it is granted, and its full utilisation. In case the members have obtained individual government loan from the department where he is working, he should observe that the terms and conditions laid down in the order sanctioning the loan are fulfilled. The installments are deducted from the salary of the members, after completion of building or two years from the sanction of loan, whichever is earlier. Auditors should born in mind that the installments are properly deducted by the concern department from the salary, and certificate at the end of every financial year has been issued for every member to the society, stating the amount of installment, bills amount, voucher number and date of treasury, head of account to which payment is made. The society is required to reconcile these statements with the records kept by the Desk Officer, Housing Cell, Cooperation and Textile Department, Mumbai.

