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EXPLANATORY NOTE

The proposed measure seeks to provide a simplified • general 
organic law for all types of cooperatives. It recognizes 
cooperatives essentially as non-profit private service 
organizations dealing only with their members!, facilitating the 
latter, s accests to information;, technology, and economic 
opportunities by the extensive use of the techniques ■ of 
economies of scales, cost-sharing and risk- sharing; treats them 
as a separate class of juridical persons on the same legal 
footing as corporations and partnerships, and enables them to 
likewise function with complete autonomy and independence for the. 
benefit of their members.in all areas of the national economy.

Designed principally to meet the long-felt need 
cooperatives for autonomy and organizational integrity, the 
constitutes a self—executory law and it does not need 
regulation or other implementing device to put into effect 
provisions except in those few instances wherein regulations
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allowed to be promulgated by the government 
under strict rules in order to ensure the

participation and quality regul-at i ons. That deti-tils on the 
internal structures, admi ni'strat i on and operations of 
cooperatives shall be prescribed in their by-laws; and their 
external relations with other persons, naturaxl or juridical, 
shall be governed by this Code and the general legal system 
existing in the Phi 1 ipipines. By this means, the people and their 
cooperatives enjoy the; widest latitude in determining and 
conducting their affairs under their own control and directions 
devoid of any interference into their internal activities 
t?xternal operations by parties or agencies having neither 
nor moral authority to do so.

or 
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History shows that since the b£?ginning, the government has 
been sponsoring cooperatives as insti tutioneil vehicles to 
implement government programs such as the provisions of credit 
facilities; supply and distribution of production inputs, raw 
materials and other.requirements; ' and the provision of essential 
services to the people. Nhile the government’s efforts are very 
laudable, it should be noted that v-vihenever the- government program 
is terminated or runs into difficulties, the cooperaives involved 
invariably falter and die. Contemporary examples of these are 
the FACOMAS under the ACCFA and ACA programs and the Samahang 
Nayon and area marketing cooperatives o-f the previous regime. On 
the other hand, history also shows that many cooperatives- 
01 ganized through the private initiative, resources, and will of 
the people have (on most cases) shown success in their operations 
despite the general absence of government help. Under this
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category fall the credit unions!, consumers cooperati ves, 
agricultural cooperatives (who are not covered by the government 
cooperative develop program), industrial and service 
cooperatives and many others.

The marked difference betv*jeen the two groups of cooperatives 
referred to above lies in their satisfactory responsiveness to 
the felt needs of their members!, the key to cooperative success. 
In the first group, the organi?.£:ition of such cooperatives finds 
justification only in the satisfaction of the need of the 
government program .to be implemented quickly and economically by 
channelling through such cooperatives credit, and essential 
services. All too often, the people are alienated by the fact 
that they have little control, if any, over the affairs of those 
cooperatives since the government agencies concerned having 
control over the progr£\m using such cooperatives as vehicles 
naturally control the direction and affairs of said cooperatives. 
This largely explains the propensity of cooperatives in the first 
group to fail.

coop

cred

Such

the

and

pai d
coop

cons

cone

In the 
eratives 
it, mar 
coopera 

members; 
implemen 

offici 
eratives 
titute 
erned to

second group, 
to satisfy the 
keting and suppl 
tives are capita 
and their progr 

ted by the said 
als and • staxff .

that sense 
powerful drivin 
heights of succ

however, the people organize the 
ir own felt needs which range from 
y services, and essential services, 
lized, fuliy owned and controlled by 
ams of action are drawn up, approved 
members through their own elected and 

There exists in this group of 
ownership and belonging whichof

g forces 
ess.

that propel cooperatives

The Code adopts the model of the second 
cooperatives which reflects the true and correct 
model in the light of the history of the world 
movement and makes allowances -'for pe^rti cul ar i zed

group of 
cooperative 
cooperative 
situations

wherein the model drawn from the first group may be resorted to 
in highly justifiable circumstances on a long, medium, or short 
term basis with adequate safeguards against the faults and 
weaknesses of the first group of cooperatives.

Enactment of the proposed Cooperative Code of the 
Philippines into law will enable the people in the middle and low 
income sectors of the population to participate in the social and 
economic development of the country through their cooperatives. 
Needless to state cooperatives promote greater income and 
productivity among the people; increase their purchasing power; 
and help equitably distribute the income and wealth they 
generate. They achieve these through their built-in mechanisms 
or economies of scale, cost-sharing, and risk-sharing under an 
atmosphere of justice, equity and fair play.

Favorable consideration and immediate' enactment 
measure is strongly recommended.

of this

AGAPITO A. AQUINO 
Senator

AQLJILI NO Q. PIMENTEL, J R. 
Senator
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Introduced b'/ Senators Aquino and F-'i mt?ntel 

CF-IAPTER I - General Concepts and F:'r i nci pi es

ART I C1.-E-I 1. Title. -- This Act shall be k nown a -s the?

"Cooperative Code o-f the F:'hi 1 ippines. "

ARTICLE 2. Pol i cy. -- It is here?by declared the pcDlicy 

o-f the State to encourage the people? to develop their 

en t er p r i se?s on a coop er at i ve? b as i s t o st r c?n g t h e?n t Fi e? i r 

economic independence? witFiin t Ft e -F r a me? nor F^: of thies Code by 

the prcDinot i on of e?ffe?ctive? grcjup i ngs of people? on a 

cooperative basis for the common operation of the?ir own 

enterpr i se?s in any sot;i-al and c?conomi c field c?f human 

■endeavor and for the performance of e?sse?ntial se?rvice?s 

mutually beneficial to and ne?eded by them in order to 

improve their standard of living, contribute? to the 

e? q Li i t a F? 1 e? d i b t r i t? u t i o n c? f t Ft e? n a t i o n a 1 w e? a 1 t Fi a n ci i n c: c? m e?, 

and help fu 11 y develop the 'national e?c:onc?my.

In this re?spect, i t i s i mportant that tFie State? 

recognizes , tFie pr i nc i p 1 e?s of subsidiarity primarily in 

cooperative activities parti cuil arl y .in the? promotic?n, 

organization, training, consul tancy, i nf or mat i ori gathering, 

and audit.

Since the d eve1 op men t of p eop1e t h r oug h the 

ccDoperat i ves will F?e? t?e?ne?f i e:i al tc? t F'l e? State?, it is hFie? 

responsibility of the State to assist the cooperative
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programs and e n c o u r a g e a c: t i y i t i e s t h a t. a r e s e 1 -f r e 1 i a n t.

ARTICLE 3. General Concepts. -- (1) A cooperative is an 

association of persons, with a common bond of interest, and 

who have voluntarily joined together to achieve 'a common 

s o c i a 1 o r e c o n o m i c e n d , m a 1: i n g e q u i t a b 1 e con 11'- i Is u t i o n <5 i: o 

the capital required and accepting a fair shstrt? of the risks 

and benefits of the unciertaki ng i n accor-dance:- wi thi 

universally accepted principles of cooperation and duly' 

registered under this Code.

(2) Cooperative basi s m e a n s t hi e c a r r y i n g on of a n 

enterprise organised, operated and administered in 

accordance with the principles, methods and philosophy of 

cooperation.

ARTICLE 4. Cooperative Principies, - Every cooperative 

shall conduct its affairs in accordance with Filipino 

culture and experience and t h e universally' accepted 

principles of cooperation which include the following:

(1) Opesn and Vol untarv Membershi p. Membership in 

cooperative shall be voluntary and available without 

artificial restriction or any social, political, racial or 

religious consideration or discrimination, to all persons 

who can make use of its services and are willing to accept

the responsibilities of membership.

(2) . Democratic Control. Cooperatives are democratic 

organisations. Their affairs shall be administered by' 

persons ^ elected- or appointed in a manner agreed by' the 

members and accountable to them. Members of primary' 

cooperatives who are natural persons shall enjoy equal 

rights of voting (one member, one vote) and participation in 

decisions affecting their societies. In secondary and 

tertiary' cooperati ves, the admi ni strati on shall be conducted
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on a democratic basis in a suitable? -fcDrm.

(3) Li mi tc-?d Inte?re?st Q.§:J3..ijtal_. Share? capital shall
/

only receive a strictly limite?d rate? o-f intei'e?st, it any.

(4) Equi tabl e Pi vi si on ot_ Surpl us. I he t?conomie?s 

arisincj out ot the operations ot a cooperative be?long to the 

members ot that cooperative and shall be distributed in such 

a manner that no member shall gain at the expense ot others. 

This may be done by decision ot the members as tollows;

(a) By provision tor development ot the business

o t t h e c o o p c? r- a t i v e;

(b) By provision tor common services; or

(c) By distribution among the members in

proportion to their transactions with the cooperative.

(5) Co oner at i ve Educat ion. All cooperatives shell 1 

make provision tor the education ot their members, otticers 

and employees and ot the general public based on the 

principles and techniques ot cooperation, both economic and 

democratic.

(6) Cooperation Among Cooperatives. All cooperatives, 

in order to best serve the interest ot their members and 

communities shall actively cooperate with other cooper -sti ves 

at local-,' national, and international levels.

ARTICLE 5. Det ini t i on ot Terms. -- Un 1 ess the conte;:t

provides otherwise, the toll owing terms shall mean

(1) ‘'Member" includes a person either natural or 

juridical, who subscribes to the articles ot incorporation 

ot a cooperative; and a person who applies tor and is 

admitted to membership at ter registration ot the cooperative 

under this? Code.

(2) "GElQer^y- Assembly" shall mean the membership 

ot the Cooperative duly assembled as a torrnal body and is
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1 empowered to exercise the rights o-f ownership over the

2 a-f-fairs o-f the; said cooperative on behalf of all members of

3 record under the Articles of Incorporation and By-Laws;

4 <3) "§P.€JTJi 9.f. shall mean 'that body

5 entrusted with the; manage;ment of the; affairs of the;

6 cooperative under its Articles of Incorporation and By-Laws;

7 (4) "Committee" shall refer .to any body entrusted with

8 speci f i c f unct i ons and responsi bi 1 i t i e;s undeer the By-Laws

9 and resolutions of the; General Assembly or board of

10 direectors;

11 (5) " Arti cl ees of Incorpcerat i on" means the articlees of

12 incorporation registered under this Code; and includes a

13 registered amendment thereof;

14 (6) "By Laws11 means the By-Laws regi stered under this

15 Code and includes a r egister ed amendment t her eof;

■16 (7) "Fi'egi strati on" means the operative act granting

1 y J u r i d i c a 1 (.’i e r o n a 1 i t y t o a p rope; s e; d e. c; c; p (■; i- a i. i v e and is

IB evidenced by a Ce-;rt i f i cate; of Registration;

19 (8) "Authority11 means the government agency in charge

20 of the re;gi E trat i on and regulatic;n of cc;Qpe-;ratives as such;

i

21 and j

22 (y)' ■ 11 SL9.9.99..t-9il ttCiilLLi-ELLiiS.'1 'Tieans that. bc;dy
i .

23 of principle; 5 adhe;red tc; by the; wc;rld cck;pe;rati ve; movemt;nt

24 through its duly const i tut c;d authority. \

--■'S ART TCI -E 6. - Transfer of Reoistration. - (1) Every

■" . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . \

26 cooperative existing at the time; of the; approval of this

27 Code which has been r eg i st er ed under ex i i ng cooper at i ve

28 laws shall be deemed to be registered under this Cc;de; and

29 its Articlc-;s c;f Inc:c;rpora'ti e;n and By-laws shall., se; tar as

3C) they sire not inconsistent with the provisicTis of this:- Codev.'
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1 continue in force and be deemed to be registered under this

2 Code-?;

3 (2) All executive and administrative orders, rules

4 regulations, and notices issued, all transactions entered

5 into, and suits and proceedings instituted undc?r existing

6 laws on cooperati ve?s shall be deemed to In a v e been issued,

7 entered into or ins h i t ut ec:l under this Code.

8 ARTICLE 7. Legal Reference. - Upon the approval of

9 this . Code, all references to existing 1 aws affecting

10 cooperatives shall be construed as reference to this Code

11 and no proceedings instituted and pending, or anything done

12 shall be deemed to have been invalid on the c^round that such

13 1 aws did not refer to this Code.

14 CHAPTER II

15 ORGANIZATION AND REGISTRATION

16 ARTICLE a. Organization of Cooperati ves. -- A

17 Cooperative may be organiz'ed and registered by at least

18 fifteen (15) persons who have for their common objective any

19 lawful purpose or purposes in accordance with this Code. A

20 cooperative may be organized for any or' all of the follov*jing

21 purposes:

22 (1 ) To encourage? ■ thr i f t and savings mobilization among 

2 3 t h e m e? m b e r s;

24 (2) To generate funds and extend credit to the members

25 for productive arid provident purposes;

26 (3) To encourage among meembers systematic production

27 and marketing;

28 (4) To provide cjoods and st?rvices a n d other

29 requirements to the members;

30 (5) To build houses or to acquire lands for the

31 members;
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1 (6) To insure against lasses of the members;

2 (7) Topromote and advance the economic, soc:ia 1 and

3 educational condition of the members;

4 (S) To est ab 1 i shi, avgi-i, ar oper a t e coop er at i ve b an Is,

5 c ooper at i ve who 1 esa 1 e and r e t a i 1 c:omp 1 e:; es 5 i nsur anc: e, and

6 agr i c:u 11ura 1 /industri a.1 processi ng enterpr i ses, own or

7 o p e r a t e /1 e a s e p i,t b 1 i c m a r h: e t s.

8 (9) To coordinad:e and facilitate the activities of

9 cooperatives;

10 (10) To undertake any and a^l 1 other activities

11 calculated to help the members to satisfy their other needs

12 and to solve their problems on a cooperaitive basis; and

13 (11) To under t a.ke any and a 11 ac t i vi t i es consi stent

14 with this Code.

15 ARTICLE 9. QbJecti ve cjf Cooperati ve. “• The primary

16 objective of every cooperative shall be to provide cjoods and

17 services to its members and -thus enable the latter to attain

18 increased savings, investments, productivity, income and

19 p u r c h a s i n g p o vg e r a n d p r o m o t e a m o |-i g t h e m e t::j u i t a b 1 e

2 C) distribution o f net s a v i ri g s t h r o u g h m a;; i m u m l.i t i 1 i cTi t i o n o f

21 economies of scale, cost--sharing and risk-sharing vgithout

22 conducting the 'aiffairs of the cooperative for charitable

23 purpos6?s.

24 A cooperative of arr/ kind shall have as its ob Jcsct i ves;

25 the desire to 'provide ma;;imum economic benefits to its

26 members; teach them efficient ways of doing things in a

2 7 COD p e r a t i v e m a n n e r'; a n d p r o p a g a t e c o o p e r a t i v e t e c h n i q u e s a n d

28 prcti ces in answesr to i ts members^ des;i res to acqui re new

2 9 i d e a s in busi n e s s, m a n a q e m e n t, a n d o r g a n i a t i o n s; a 11 o w . 11) e

3 C) lower i n c o m e groups t o i n c r e a s e t h e i r o w n e r s h ip in t hi e

31 wealth of this nation; and to serve? as the counte;rvai 1 i ng
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•f orce in chech:i ncj thie ecesses o-f: capi ta 1 i srn and s13.te 

soci al i srn.

ARTICLE 10, Organ i i nq a F'ri mary Cooperative.

Fi -F teen or more personb, who are c i t i zenb of the 

F:'hi 1 ippi neB, having a common bond of interest, who are 

either consumerB or producers and residing or working in thes 

proposed area of operation may organize a coopefaLive undef 

this Code-

ARTICLE 11. Economic Survey. - Every group of persons 

or cooperat i ve contempl ati ng tl'ie organ i Zc.iti on o+ a 

cooperative under this Code? shall submit a proposecJ plan on 

the organ! z at i on, operation, and projesctcsd expansion of tlie 

cooperative, indicating the area of operatiori, the field of 

membership -- initial and potential -- and other data to be 

submitted to the Authority to indicate the economic need, 

feasibility, and advisability of registering the proposed

cooperative. •*

ARTICLE 12. Liabi1ity. A cooperative may be 

registered under this Code?, with limited or uni i miter'd 

liability. However, the liability of a federation or union 

shall be limited.

Article 13.' Art! cl es of incorporation. - (1) Articles 

of Incorporation of the cooperative applying for 

regi str-at i on shall be si gneci by each of thie i ncorpor-ators 

and acknowledged by them if natural pe^rsons, and by the 

presi cJejnts or se?cre?tari e?s, if juricjical pe^rsons, bcafore a 

notary public.

(2) The articles of incorporation shall set forth:

(a) The name of the cooperative? which may include 

the word "cooperat!ve"; the cooperative registered with 

unlimited liability shall include at the end of its
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1 name the word "uni i mi te?d; "

2 (b) The purpose or purposes and scope of business

3 for which the cooperative is to be recji stored;

4 (c) The term of ei stence of thie cooperati ve;

5 (cl) The area of operation and the postal address

6 of its principal office;

7 (a) The names, nationality, and the postal

8 addresses of the registrants;

9 (f) j|-,e field of common bond of me^mbership;

1(-, (g) The list of names of the directors who shall

11 manage their cooperative;

12 (h) A statement of whether the cooperative is to

j p a registered with or without capital stock and the

14 number of shares of stock subscribed if with capital

15 stock, or membership shares pledged if without capital

16 stock;

17 If the cooperative i*s to be; registered with uapital

18 stock, a statement of the amount of authorised capital, the

19 number and types of shares and thie par value thereof, the 

■ 20 rights, preferences and restrictions of each type of »har e,

21 the number and amount of capital stock subscribed tor , and

22 the 'amount paid therein by each member, indicating their

23 names and postal addresses;

24 If the cooperative is to be registered without capital

25 stock, a statement of whether the property rights of members

26 shall be equal or unequal, and, if unequal, the general rule

27 or rules by which the rights and interest of each rnember

2 8 s hi a 11 hj e d e t e r m i n e d a n d f i e d;

29 (3) The Articles of Incorporation may also contain any

30 other- provisions not inconsistent v*jith this Lcrde or an;

31 relented law.
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(4) Four copies each of the proposed Articles of 

Incorporation, By-Laws, and the plans for the organ! .Jatiori, 

o p e I- ation, and p r oject e d e p a n s i o n o f t hi e a p p lie a n t

cooperative shall be submitted.

(5) No cooperati ve sha 11 be regi stered un 1 ess 1.11e

Articles of Incorporati on is accompanied with the; bonds of 

the accountable officers and a sworn statement uf the 

treasurer elected by the subscribers showing;

a) In the case of the cooperative with capital 

stock, that at least twenty five (25%) per cent of the." 

authorised capital stock of the cooperative has been 

subscribed and at least twenty five (25%) per cent of 

the total subscription has been paid in actual cash 

and/or i n pro p e r t y, t hi e f a i r v a 1 u a t i o n o f w 11 i c. h is 

equal to twenty five (25%) per centum of the said

subscription;

b) In the case of a cooperative without capital 

stock, the number of members and the amount of each 

member's capital contribution either paid to him in 

cash or that there has been transferred to him in trust 

and -received by him such property, the fair valuatiuri 

of which is equal to the capital contribution of the 

member.

Under both classes (a) and (b) of this 

s u b s c r- i p t i o n, for t h e b e n e f i t a n d t o t I 'l e c r- e d i t o f t h e 

cooperative, the Authority shall satisfy it...elf thi-.t 

the capital contribution of members ’ under these 

subsections are sufficient for the initial operation of 

the cooperative.

A R TIC L E 1 4. By -Laws. - (1 ). E a. c h c: o o p e r a t i v e t. o b e 

registered under this Code, shall adopt for 'its management
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By-LaiMs not inconsistent with the provisions of this Code. 

The By-Laws shall be filed at the same time as the Articles 

of Incorporation.

(2) The By-Laws of each cooperative shall provide

for -

a) The qu.a 1 i f i cat i ons f or admi ssi on to mernbershi i p 

and the payment to be made or interest to be acquired 

as a condition for the exercise of the right of

membership;

b ) T h e r i. g h t s a n d 1, i a b i 1 i t i e s cj f nt e m I) e r s h i p ;

c ) T h e c i r c u rn t a n c; e 1:5 u n cJ e r w i "1 i c: hi m e (n b e r's j hi ip i 5;

a c q u i r e d ? m a i n t a i n rs d a n d 1 o s t;

d) The? prc3ce?dure to be followed in casc-?s of

termination of membeership;

E?) The? conditions under whicrh the? transfeer of a

share or i nterest of the? meembers shall be? pe?rmi tted;

f) The? rules e<nd proce?dures on the? agenda, time?, 

p 1 ace and manne?r c:)f ca 1 1 i ng , con ven i ng , cc?nduct i ng 

meeetincjs, quorum re?qui reernents, vioting systeams, and 

other matters relative tc? the? business affairs of the 

G e? n e r a 1 A s s e ? m b 1 y, b o a i -■ d o f d i r e c t o r s, a n d c o m m i 11 e? e? s;

g) ’ The?' general conduct of the? affairs of the 

c o o p e? r a t i v c?; i n e: 1 u d i r 'l g t hi e? p o w c-? r s a n ci d u t i e? s o f t h e 

General Assembly; the? board of di rectors, commi ttees 

and the? r.?fficers, and the?ir qual i f i cati ons and 

d i squal i f i cait i a ns;

h) The? manne?r in which the capital may be? rad seed 

a n cj t h e? p u r p o s e? s f o r wi j 1 i c h i t c: a n b e u t i 1 i z c? d;

i) The mode? c?f custody aind c?f i nve?E;tme?nt c?f 

surplus funds;

j) The? system of account i ng arnd aiuditing s'/stems;
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1 k) The manner of loaning and borrowing; including

2 limitations thereof:

3 1) Tlie method of distribution of not savings;

4 m) The manner of adopting, amending, repealing,

5 and abrogating By-Laws; and

6 n) Other matters incident to the purposes and

7 activities of the cooperative,

8 ARTICLE 15. Reg i strati on. -- A cooperative that has

9 complied with the provisions of this Code and whose proposed

10 Articles of Incorporat i on and By-Laws are not contrarv'

11 thereto, shall be registered within thirty (30) calendar

12 days from the date of such compliance. The Articles of

1 -3 I n c o r p o r a t i o n a n d B y 1.... a w s s hi a 11 b e c; o m e o p e r a i: i v e u n d e r t h i s

14 Code only upon recj i strati on and issuance of a certificate to

15 that effect by the Authority. Registration of a proposed

16 coop £5 r a t i v e s hi a 11 v e s t t h e s a m e w i t h j u r i d i c a 1 p e r s o n a 1 i t y

17 with powers to enter into contracts, sue and be sued, and tcD

18 do all other acts and Things necessary and incidental to

19 the exercise of said powers.

20 If the registering officer refuses to register a

21 cooperative and/or it's amendments, he shall state in a

22 written- order the reasons for such refusal. An appeal shall

23 lie? v*rith the governing board of the? Authority frc?m the? order

24 of the registering officer refusing to register a coop-

25 erative within thirty (30) 'days from the-date of receipt

26 of such order ' by the Secretary of the proposed cooperative.

27 The governing I3oard of the Authority shiall make -a decision

28 within thirty (30) days from the date of receipt c?f an

29 appeal and such decision shall be final. If after thirty

30 (30) days no decisi on has been made, the cooperative and/or

31 its amendments shall be registered automatically.
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AF::;T I. CLE 16. Ct?r- i: i -f i. c::at e o f Rbc:i 1 51 r at i on .

c: £3 r t i -f i c a t. e o f r e q i s t r a t i cj n i s a u s c:l b y t r i e A u t. i"i o r i t. y u ri c J ee r 

its of+icial seal shall be conclusive evidence that the 

cooperative therein ■ mentioned is duly registered unless it 

is proved that the registration thereof has been . ca^ncel 1 eel.

ARTICLE 17. Amendment of Articles of Incorporation and 

BV—Law5. — Th e Ar t i c 1 es of 1 n c or p or at i on an d by-Laws rnay be 

amended, repealed or abrogated by the General Assemb1y and 

shall fake ef f ec t upon regi strat i on t hereof an d the i ssuanc;e 

of the correspond!ng certificate by the Authority.

ARTICLE 18. Change of Li ability. - A cooperative may, 

subject to the provisi-ons of this Code change its liability 

by amending its Articles of. Incorporation ■and By-Laws, 

provided that:

(1) The cooperative shall give notice, both by 

pub1ication in a newspaper of genera1 circu1 ation and by 

posting in a conspicuous place in the locality where the 

cooperative has its principal office, of its intention to 

change its liability to all its members and creditors.

(2) Any member or creditor sha11, notwithstanding any 

By-Laws or contract t'o the contrary, have the option of 

withdrawing his interest in the cooperative within three 

(3) m o n t li s f r o iti t hi e s e r v i c e o f s u c h n o t i c e;

(3) Any member or creditor who does not exercise his 

option within the aforesaid period shall be deemed to • have 

assented to the change; and

(4) The change shall take effect at once if all the 

memh^ers and creditors assent thereto.,

ARTICLE 19. Division, of. Cooperati ves. Any registered 

cooperative may by a re.solution aipProvei';' 1:'V u vote of thi- et-.;— 

fourths (3/4) of the members present, and eligible to vote
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at a General Assembly resolve to divide itseli into two or 

more cooperatives. ■■ The procedures for such division shall 

be prescr i bcsd i n tTie regu 1 at i ons c:)f tTie I'-iuthor i. ty. 1 he new

cooper at i ves sha 11 b ecome 1 eg a 11 y est ab 1 i shi ed up o11 

r e g i s t r t i o n w i t h t h i e hi u t hi o r i t y.

ARTICLE 20. Trans-f er of Assets and Li.ab.i.li_.tlJ?Sju

Merger.

(1) Any registered cooperative iriay by resolution 

approved by a vote of thiree—f our this (•.::v4> of the moniber s 

present and eligible to vote at a General Assembly resolve to 

transfer its assets and 1iabi1ities to any other cooperative 

which has expressed willingness to accept them by a thfeo— 

fourths (3/4) vote of its General Assembly. I he transfer 

shall become, effective upon approvhsl by the Authority and 

cancellation of the registration of the cooperative 

t r a n f e r r i n g i t s a s s e t s a n d 1 i a b i 1 i t i e s.

(2) Any two or more copperatives registered under this 

Act may, by a resolution approved by a vote of -three-fourths 

(3/4) of members present in a General Assembly of each sutJi 

cooperative resolve to join together as a single 

cooperative. The merger shall become effective upon the 

approval and registration of the new cooperative with the 

A i.i t hi o f ■ i t y a n d t h e c 3. n c g 11 a't i o n o f t li e i- e g i s t r a t i o n o f i-11 e 

merging cooperatives.

(3) ■ The procei'dure to be followed under thiis section 

shall be prescribed in the regulations to be issued by the 

Authority.

ARTICLE 21. Types and Categories of Cooperatives.

(1) TY£EC OF COOPERATIVES •- Cooperatives may fall

under- any of t he f o 11 owi ng t ypes,:

(a) Credit Cooperative Union - is one which
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1 promotes thri-ft among its members and creates -funds in

2 order to grant loans tor productive and provident

3 purposes.

4 (b> Consumers Cooper at i ve -- is one of which the

5 primary purpose is to procure and distribute prime

6 . commodities to members and non-'-meambers.

2 (c) F'roducer s Cooperat i ve -- is one that

Ei u n d e r t a k e s „i c:j i n t p r o d i.i c t i b n w hi e t hi e r a q r i c u 11 ls r a 1 o r

9 industrial.

10 (d) Mar ket i nq Cooperat i ve -- is one which engages

11 in the supply' of production inputs to members and

12 m a r-1 c e t s t h e i r p r o d u c t s.

13 (e) Servi c:e Cooperat i ve is one which engages in

14 medical and dental care, hospitalization,

15 transportati on, i nsura.nce, housi ng , 1 abor, e 1 ectric

16 1 i g h t an d p ower, and ot hi er ser v i ces.

17 (f) Multi-purpose cooperative - is one which

18 combines two or more of the business activities of

19 these different t y p e s o -f c o o p e r a t i v es.

20 (2) ti£Dl!=Sii3IL:LlrrJi Q.E. “ Cooperatives nii'iall be

21 categorized according to membership, territorial, and

22 functional c o n s i d e r a t i o n s- a s f o 11 o w s,:

'2 3 (a) 1 n t e r m s; o f m e m hi e i ■ s i p, c o o p e r a t i v e s hi a 11 hi e

2 4 c a t e g o r i z e d i n t o;

25 (i ) • Primary -- the members of which are

26 natural persons

27 (ii) Secondary - the members of whi chi are

2 El primaries.

29 (iii) Tertiary' the? members of which are

30 secondaries, -and so on upward to an

31 apex ' organ i at i on.
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1 T h CD s e c CD CD p) e? r a t i v e s the? mem b e? r s o -F w h i c: h a r e

2 cocDperat i s'es shall be? kncDwn as -f ecjerat i CDns CDr unicDns

3 (associ ati ons) , as the case? may be.

4 (b) In terms of territory, crooperati ve?s shall be?

5 categorized according to areas of operations which

6 ncDrmally coincide? with the te?rritorial jur i e?di ct i CDn cDf

7 the? nation and;

8 (c) In te?rm;;; CDf functional consi derat i ons,

9 c oop er at i Ve?s sh a 11 b e? c at c?g or i e?d i n t cd b us i n e?ss and

10 non-business.

11 Business functions shall mean production,

12 marketing, distribution, credit, banking, housing,

13 insurance, trading, transportation, labor, utilities,

14 and such othe?r acti vi ti e?s that are be?ing undertaken b'/

15 the different type?s of cooperat i ve?s herein define?d.

16 NCDn-bLisi ness f unet i cdds sha 11 me?an pjrcdmcdt i on,

17 organi ::ati on and devel opme?nt, training and education,

18 auditing, legal servic;e?s and legislation, research,

19 monitoring and eval next ion, consul tanci es exnd policy

20 f or mu 1 at i on, memta er and p ub 1 i c; r e? 1 at i on s, and

21 ■ i nte?rnati onal relations.
t

22 ARTICLE 22. Federation of Cooperatives. - (1) In a

23 coopc?rati ve, where members are? pr i ma.r y and /or se?CLjncJary

24 cooperative?s of the saxme? business t'/pe, a fede?ra\tion c?f

25 cooperatives hiay be re?gistere?d unde?r this Ccjde? for an'/ CDr

26 all of the follcDwing purpCDses:

27 (a) Primary Purpose? -

28 To carry cdp any c;cDCDpe?rat i ve? enterprise

29 authorized under Article 8;

30 (b) ScDCondary F:'urpcpse -

.31 i) To carry CDn, e?ncourage?, and assist c?ducati onal
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1 and advisory work relating to its member cooperatives;

2 i i ) To render services designed to encourage?

3 simplicity, e-f-f i ci ency, and economy in the conduct ot

4 the business of its membe?r cooperati ve?s and tc?

5 facilitate the implementation of their bookkeeping,

6 accounting, and other systems and procedures;

7 iii) To print, publish, and circulate an>'

8 newspaper or othe?r publication in the interest of its

9 member cooperatives and enterprise?s;

10 i V) To coordi nate? and facilitate the act i vi ti es

11 of its membe?r coc?perati ves and do all other things

12 incidental and conducive to the attainment of its

13 objectives;

14 v) To entc?r into joint ventures with national or

15 international cooperatives of other countries in the

16 manufacture and sale of products and/or service?s in the

17 Philippines and abroad; and

18 vi ) To perform such other functions as be

19 necessar y to at tain it s obj ec tives.

20 A federation 'of cooperatives may be registered by

21 carrying, out the formalities for registration of -a!

22 cooperative.

.23 (2) Registered cooperatives may organize a federation

24 at the provincial, city, regional, and national levels

25 according to the type of business carried on.

26 ARTICLE 23. Cooperative Unions. - Registered

27 c D o p e r a t i v e s and f e? d e r a t i o n s a t t h e a p p r o p r i a t e 1 e v e 1 s rn a y

28 organize or join cooperative unions to represent the

29 interest and welfare of all types of cooperatives at the

30 provincial, citv", regional, and national levels.
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1 Cooperative1 unions may hi ave the

2 (a) To represent al 1 the

. . provinee, c i't. y, r 0 g i o ri |l c:)r i n

4 the case may be;

5 (b) To acquire anal v'

6 economic, statistical, and othiei

8

Q

10 

11 

12

13

14

15

16

17

18

19

20 

21

24

'ncr

26

27

28

29

30

31

c; Dop Br at i ve?s :i n t ri e

to all types of cooperatives within its . area of 

operation;

(c) To sponsor the conduct of studies in the 

economic, legal, financial, social and other phases of 

cooperation, and publish the results thereof;

(d) Ta prornot e the know 1 edg e of' cooper at i ve 

principles and practices;

(e) - To develop the cooperative movement in their 

respective Jurisdiction;

(f) To advise the appropriate authorities on all 

questions relating to CDoperatives;

(g) ' T o r- a i s e f u n c:l s t li r o u g h m e m t' e r s h i p f e e s, d i..i e s 

and COntri but i ons-, donat i ons, and subsi di es f rom 

1oc a1 and f or eig n sourc e s whet her priva t e or 

g o Ver n rnent. Th e ei s tin g Na t i on a 1 Coop e r a t i ve Un i on 

s h -a 11 c o n 11 n u e t hi e a d rn i n i s t r a t i o n o f t h e C o o p e r a t i v e 

Education and 'T r a i ri i n g f- u n d; a n d

(h) To do and perform such other activities as 

may be necessaryto attain the foregoing objectives. 

Cooperative unions may assist the national amd local

g o V e r- n rn e n t s in t hi e 1 a 11 e r ^ s d e v e 1 a p m e? n t a c t i v i t i e s i n the i r 

respective jurisdictions.

CHAP I Er.F'^ 1 i I 

MEMBEf^SHlP

ARTICLE 24. Who may be members 'of cooperat i ves. -- Any
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30

natur a1 p erson, who is a ■ citi2en ot the Phi1ippines, 

coop 01“ at i ve, or non-'-prot ,i. t organization with juridical 

pe?rsonality shad 1 bo eligible -for mernbere-jhi p in a

cooperative if the applicant meets the . qualifications 

prescribed in the By-Laws, ■ ’

ARTICLE 25. K i n d ;b of Member sh i p . - A cooperative may

have two kinds of members: (1) Regulair members; -and

(2) Assoc i at £5 mernbe^rs. A Rc^gular member is one who is 

enti 11 eci to all the r i ghta and pri vi 1 eges of rnembershi p. An 

Associate member is one who has no right to vote nor be 

voted upon and shall be entitled only to such rights and 

pr i vi 1 eges as the By-Laws may pr ovi de.

Mi nor 5. A cooperative organized b'/ minors shall be 

considered a 1 aboratory cooperative ancJ must be affi1iated 

t o a reg i stered coop er at i ve. A 1 aboi- ator y c: ooperat i ve shall 

be governed by special regulation to be promulgated by the 

Authority. •"

ARTICLE 26. Go veer n merit Off i cers and Employees. - (1)

Any officer or esrnploye^e of the Authority shall be

disqua1 ified to be e1ectecJ or appointed to any position in a 

coaperati ve; (2) 0f f i c:i a 1 s of the Government whether

e 1 e c: t i v e o r a p p o i n t i v e,. s h a 11 b e i n e 1 i g i b 1 e t o b e c o m e 

officers and d i rector s of cooper at i ves ecep t f or 1)arangay 

officials; ('Z) An'/ government emplo'/ee? may, in the discharge 

of his duties as member in the-cooperative, be allowed by 

the head of office concerned to use official time for 

attendance at the? General Assembly, board and committt?e 

meet i ngs of cooper-at i ves, as we 11 as cooper at i ve 

seminars, con f er en c e s, wor ksh ops, t ech nic a1 meeting s, a n d 

training courses 1oca11y or abroad, provided that the opera- 

ti ons of the? office concerned are? not adverse?! y affected.
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1 ARTICLE 27. App 1 i cat i on. - An applicant -f or

2 membership shall be deemed a meiiiber after approval of his

3 membership by the board of directors and stial 1 exercise the

4 rights of member after having made such payments to the

5 cooperative in respect to membership or acquired interest in

6 the cooperative as may be prescribed in the-? By-Laws. In

7 case membership is refused or denied b'/ the board of

8 directors, an appeal may'be made to the General Assembly and

9 the latter’s decision shal 1 be -final .

10 ARTICLE 28. Liabi1ity of Members. - (1) In the case of

11 a cooperative with 1imited 1iabi1ity, a member shal1 be

12 liable for the debts of the cooperative to the extent of his

13 total SLibscr i pti on to the capital stock or to the membership

14 capital.

15 (2) In the case of a cooperative with uniimited

16 liability, a member shall, upon the liquidation ' of the

17 cooperait i ve, be Jointly and" several 1 y 1 i ab 1 e for the debts

1 El of the cooper at i ve.

19 ARTICLE 29. Termination of Membership. (1) Subject to

20 the approval of the Board, a member may terminate his

21 member sh i p by g i vi ng a m;i. n i mum of si ty (60) days not i ce,

2 2 w h i c h s h all be e -f f ecti v e ■ f r o m t he date indie a t e d t h e r e i n.

23 The payment of such member’s interest in cash or in kind

24 shall not be made if on account of such payment the value of

25 the assets of -the cooperative would be less than the aggregate

26 amount of its debts and liabilities exclusive of subscribed

2 7 c a pit a1 or pled g ed c apit a1 con trib ution.

28 (2) The death, dissolution, insanity, interdiction or

29 expulsion of a member shall be considered an automatic

30 termin-ation of membership.

31 (3.) A mernbear may be terminated by a vote of the
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1 majority of all the members of the board of directors for

2 any of the following causes:

3 i) when a member has not patronized the services

4 of the cooperative for an unreasonable period of time

5 as may be -fixed by the board of directors;

6 ii) when a member has continuously .failed to

7 CDmp 1 V' with hi s cb 1 i qt i cjns;

8 iii) when a member has acted in violation of the

9 By--Law 55 and the rules of the cooperat i ve; and

10 iv) for any act or omission injurious or

11 prejudicial to the interest or the welfare of the

12 cooperative.

13 A member whose membership the board of directors may

14 wish to terminate shall be informed of such intended action

15 in writing and shall bte given an opportunity to be iseard

16 before the said board maizes,its decision.

17 the board shall 1)6? appeal ab'l. 6? to the Goner al Assembl V' whose?

18 decision thereon shall be final.

19 ARTICLE 30. Refund of Interests. -• All sums estimated

20 in accordance with the? By-Lawe.r> t c;) bee due? -from a cceceperat i ve

21 to a formcer meember, shall bee paid to him eithcer by thee

22 cooperative or by the approved transfeeree, as the case may

2 3 be, in a c c o r d a n c: e w i t h t h i s C o d e.

24 CHAPTER 19 - ADM1111STRAT ION

25 ARTICLE 31. Composition of the General Assembly. - The

26 General Assembly shall be composed of such members as are

2 7 ee n t i 11 ee d t o v o t e u n d e r t h e B y - L a w s.

28 ARTICLE 32. Powers of General Assembly. - Subject to

29 the provisions of law and its I5y--Laws, thee ultimate

30 authority in every' coopeerative shall be vested in thee

31 General Assembly of the members duly assembled as a formal

The decjsion cjf



VP)

/fjage 21

1 body. As such, it shall represent all members and shall

.2 have the power to adopt, elect, and/or appoint the of + i cer s,

3 directors, and committee member"s of the cooperative provided

4 in the By-Laws and remove them for cause as provided by law,

5 after due process; approve the goals and objectives of the

6 operations of the cooperative; act upon the management

7 ■ report of the board of directors and other reports by the

8 various committees, and exercise such other powers conferred

9 upon it under this Code. The General Assembly may delegate

10 to the board of directors such powers as may be necessary

11 for better management of the affairs of the cooperative.

12 ARTICLE 33. Meetings. - (1) A regular meeting shall be

13 held annually by the General Assembly. It shall be called

.14 by the board of directors within nint^ty (90) da'/s after the

15 close of each fiscal year.

16 (2) Whenever necessary, a special meeting of the

17 General Assembly may be called at any time by a majority

18 vote of the board of directors. However, a special meeting

19 shal1 be called by the board of directors within one month

20 after receipt of a request in writing from at least ten per

21 centum (10%) of the total members to transact specific

22 business covered by the.call.

23 If the board fails to call a regular or a special

24 meeting within the given period, the committee or grouf

25 requesting the meeting shall have the power to convene such

26 meeting.

27 (3) In the case of a newly approved cooperative, a

28 special General Assembly shall be called within ninety (90)

29 days from such approval.

30 (4) The Authority may call a special meeting of the

31 cooperative!
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a) -for the purpose of reporting to the members 

the result of any a-iUdi.t, ex ami na L i on, or other

investigation of the cooperative affairs ordered or

made by him; or

b) when the cooperative fails to hold an arinual 

General Assembly during the period required, for the 

purpose of enabling members to secure any. information 

regarding the affairs of the cooperative and benefits 

that they are entitled to receive pursuant to this

Code.

ARTICLE 34. Voting Systems. - (1) Each member ot a 

primary cooperative shall have only one vote. A cooperative 

other than a primary cooperative shall have voting rights, as 

prescribed in the By-Laws.

(2) No voting agreement or other device to evade the 

one—member one-vote provi si oi i..excep L ai:> pi o.idcd under 

section (1) hererof shall ber enfor eeable.

(3) No member shall be permitted to vote by proxy.

(4) Tile By-Laws may pr-ovi de f or vot i ng t'y mail a11t.l I.jy 

units’ of membership. If a cooperative has provided tor- 

voting 'by mail,-the votes cast by the members shall be

deemed to include the votes cast by mail.

(5) If a cooperative iias provided for voting by 

delegates, votes cast by delegates shall be deemed as votes 

cast by the members. No delegate shall vote by dial 1 .

AFn iCLE 35. Cgmp.gsi.t i on of the Board of Directors,.

The conduct and management of the affairs of a cooperative 

shall be vested in a board of directors which shall be 

composed of not less than five (5) nor more than fifteen 

(15) members elected by the General Assembly for a term fixed 

in.the By-Laws but not exceeding a term of four(4) years and



333

/page 23

.6

7

E3

9

10 

1 1

shall hold ofdioB until th-ir successors are duly elected 

and quali+ied, or until duly reooved. Hooever, no d.rector 

shall serve tor more than tour (4! consecutive years. Ine 

By-Laws may provide tor a method ot allocating the numher ot 

directors among the units ot membership into which the 

cooperative may be divided .and tor the election ot

directors by respective units to which they tt uUuL.ut. 

article 36. Powers, of. Board, of,.-Di.L.ti.L.k.yL.a.” lllu

o-f directors shall direct and supervise the business

property o-F the cooperative and may, by tesoluLion,

all such powers of the cooperative as are not reserved tor

Assembly under this Code and the By-Laws.

(1) Any rnemhier of a
12 the General Assemb 1 V' und B t*'" t hi i ->

13 artICL E 37, D i r ec t or s.

14 cooperative! Wtl o h c icqui red

15 poBsesses al 1 ot t I'i e qualiti

16. d i s quati i t i cI cf t i jns pr■"ovi LJed in tt

17 be eligihif3 tor- elect! or■'1 .a B d i r £

18 (2) The By-ILaws may pro'

19 necessary, be appo i n te.d by any

20 whiL c h t h e coop;erat i ve r eceived •

21 to provid echni cal knowledg

of the

72 membership.

d i t~ e c t o r , 1' e n 

i nsti tut i on -From 

si stance 5 solely 

able within its

Such director need not .be a member ot the

rights, nor

24

25

26

27

28 

'"'■O

30

31

. ... {,.... 1 1 1-, .7.1 w f.' n o [1 o w e r's,
cooperative, and Lohcal 1 fiuvu m i

; • .. i -ri nro'dde assistance as required by
r e s p o n s i b i 1111 e s e c. i.. |. . .

Whan a vacancy 1 n

the
hoard at directors occurs

the cooperative.

article 38. Vacancy iji the Board.

other than by eKpif ution c.

members ot the board, by a ma.jority

^ ... — A - j- \ ,-4 'R N ••• I W Q I'”* O V i ci tv.‘ "»■ OI vote, shall till the vacancy, unit.

an election of directors by units ot members. In, such case, 

the board oi directors shall immediately call a .ipeuia.1

term, the remaining fi
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m e e t. i n g o -f t h e m e ni t:) e r s e n t i 1.1 e d t. o v o t e i n t h a t. u n i t. o f 

m e m b e r s h i p t o f i 11 t hi e v a c a n c: y"f hi e cj i r e c t o r b cj e 1 e c: t e d o r 

appoi n t ed shal 1 serve until t hi e net Bener a 1 Assr>em1 y wfi er e 

a special election if necessary shall be held to fill such 

vacancy.

ARTICLE 39. Off i cars of the Cooper at i ve. -- The board 

of directors shall elect from among themselves only the 

president and vice-president and e1ect or appoint other 

o f f i c a r s o f t h a c o o p e r a t i v e s f r o m o u t s i d e o f t hi a b o a r d i n 

a c c o r- d a n c e w i t h t h e i r B y i... a w -s. All o f f i c e r- s h 11 s e r v e 

during good behaviour and shall not be removed except for 

cause after due hearing. Loss of confidence shall not be a 

valid ground for removal unless evidenced by acts or

0 m i s s i o n s c a u s i n g 1 o s o f c: o n f i ci e n c a i n t h e h o n e s t y a n d

1 ntegr i ty of such of f i cer , No two or rnore per sons 

related up to the second degree by consanguinity or 

affinity shall serve on the-.board or as el £?ct i ve/aippoi nt i ve 

officers in the cooperative.

ARTICLE 40. Commi ttees of Cooper at i ves. -- (1) An

executive committee of the board, of directors may be created 

by the board in such manner and with such powers and duties,, 

subject to the general direction and control of the board, 

as the By-Laws may prescribe.

(2) The By-Laws shall also provide for the creation of 

a n a u d i t a n d in v e n t o r y co m m i 11 e e / s u p e r v i £5 o r y c o m m i 11 e e a n c J

may provide for the creation of such other committees to

exercise such powers and perform such duties as may be 

conferred or imposed by this Code, and the By-Laws of a 

cooperative.

In case of vac:ancy i n sai d commi 11ees, the By-1..aws

sha 11 provi de f or the f i 11 i ng up of thie va.cancy.
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Ah' I ICLE 41. Functions and F^esponsi b i 1 i t i es of 

Officers, Directors, and Committee Members. -- The functions 

and r esfjonsi b i 1 i t i ee o-F directors, officers, and committee 

members shall be prescribed in detail in the By-Laws of a 

cooperative.

mF;T I clef 42. LlilM.Ii.tv of_ t.iOi.£LL9r.§. and LLlilimi ttee 

t’JiiJl'ililLii. ■ “ The diresctors and commit tecs mejmbers shall, in the 

discharge of their respective duties, be? personal 1 y, jointly 

and severally responsible?, fc?r any transacrti on, act or 

omission made in violation of laws, the regulations of this 

Code?, the Fny-L.aws, the-? re?sc?l uti ons e?f the? CSeneral 

Aefjse?mb 1 i es, the b c:>ar d of d i r e?c t or es, or- t h e r u 1 es of t hi e 

cooperative e?:;cc-?pt those? whc? e?nte?re?d a written proteeest at 

the? time? when sucFi t r an eeac t i on , act c?r omission was acte?d 

upc?n or within fifteen (15) d a y s f r c? rn cJieecrovery therecjf .

ARTICLE 43. Compensati on. -- The? By-Laws may authorize 

the board to re?c.:omme?ncJ a f ai r-* r e?mune?r at i on fc?r time? actua.lly 

spent by its directors, committe?e? me?mbers, offic:e?rs, and 

employee?s in its se?rvice subje?c:t tc? the approval of the

Geeneral Asse?mb 1 y.

AFl'TICLE 44. F''roti i b i t i on Aqai ns>t Contract Fror Prof i t.

No director, officer/, commi11e?e? me?mber, e?rnployee, or his

relative up .. to the? second de?gre?e of consanguinity or 

af f i ni ty, during the term of his office, shall be? a party to 

c o n t r a c t : f o r p r- b f .i .t w i t l i t F_i e? c o o p e r a t i v e?. FI c? w e- v e r ,

contracts ordi nar i 1 y entered into by the membe?r s wi th tine

cooperative may be entered into by the same director,

D f f i c e? r or committee me m b e? r o r e? rn p 1 o y e? e? s.

ARTICLE 45. 11 1 c?C3al Use of Conf i de?nti al Inf cjrmat i on .

(1) A director or officer, or an associate of a 

di re?ctor or officer, wFio, in c:onne?ct i on w i t ri a transaction
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1 relating t o shar es o f a c ooper at i ve or a cl eb t ob 1 i g at i on a f

2 a cooperative, makes use of confidential information for the

3 benefit or advantage of himself or an associate that, if

4 gen e r a 11 y I: n o w n, m i g h t r- e a s o n a b 1 y b e e p e c t e d t o a f f e c t

5 mater i al 1 y the va 1 ue of the share or thie debt’ ' ob 1 i gat i on

6 shall be held:

7 a) Liable to compensate any person for a direct

8 loss suffered by that person as a result of the

9 t r a n 5 a c t i o n, u n 1 e s s t | -i e i n f o r m a t i o n w a s k n o w n o r

10 reasonably should have been known to the person at the

11 time of the transaction; and,

12 b) A c c o u n t a b 1 e t o 111 e cob p e r a t i v e f o r a n y d i r e? c t

13 benefit or advantages received or yet to be received by

14 him or his associate, as a result of the? transaction.

15 (2) The cooperative shall take the necessary steps to

16 enforce the liaibilities described in subsection A.

17 AFlTICLE 46. Riemoval . -- An elective of f i ct?r, director,

18 or committee member may be removed by a vote of the majorit'/

19 of the voting members present and constituting a quorum, in

20 regular or special General Assembly meeting call£?d for the

21 p u r pose. T h e p e r s o n i n v o 1 v e d s h £i 11 b e g i v e n a n o p p o r t u n i t'/

22 to be heard at said assernblv'.

23 ' ' • - CHAPTER V

24 RESPONSIBILITIES. RIGHTS AMD PRIVILEGES OF COOPERATIVES

25 AR'TICLE 47. Address. - Every cooperative shall have . am

26 official postal address registered with the Authority to

27 which all not ices and commun i cat i ons sI"iall be sent, and

28 shall send to the Authority notice of every change thereof.

29 ARTICLE 48. Books to. b_e. Kept Open. ~ (1) EC very

30 cooperative shall keep open to its members and

31 r ep r esen t at i ves of t li e Ai..it i-i or- i t y f or inspection d ur i n g
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reasonable office hours at; its official address:

(a) A copy of this Code and all other laws;

(b) A copy of the regulations of the Authority;

((-) O copy of the Pirticles of I'ncorporat i on and By-

Laws of the cooperative;

(d) A register of members;

(e) The books of the minutes of the me’etings of the 

General Assembly, board of.directors and committees;

(f) Stock books, where applicable;

(g) Financial statements; and

(h) Such other documents as may be prescribed by laws 

or the By-Laws.

(2) The president/chief e:;ecutive officer of a 

cooperative shall be responsible for the up-to-date keeping 

of books, records of account in accordance with generally 

a c c e p t e d coo p e r a t i v e a c c o u n t i n g p r a c t i c e s, a n d s hi a 11 b e 

responsible for the production of the same at the time of 

audit or inspection.

(•_■) Lcich c OL.jp er at i ve shall maintain records and 

accounts in such a manner that the true and correct 

condition and the results of the operation of the 

cooperative may be ascertained therefrom at any time. The 

f i n a n c i a' 1 s t. a t e m e n t s |j - a u d i t e d a c c o r d i n q t o g b n e r a 1 1 v 

accepted auditing standards, principles and practices, sha11 

be published annual 1y.

^ ^ l"'i coop €5 rat i ve may dispose t:) y way of burning or 

other method of complete destr'ucti on any document, record or 

book pertaining to its corporate, financial, and non- 

f i nanci al oper at ions which are alr'eady more than five (5) 

years old e c e? p t t h o s e r e 1 a t i n g t o t r a n s a. c t i o n s • w h i c f i a r e 

thie sub jec t of civi 1 , cr- i mi na 1 , and adrnini str at i ve
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proceedings, subject to existing laws.

A n i n v e n t o r y o -f t h e a u d 11 e d d o c u m e n t s, r e c o r d s, a n d 

books to be disposed of shall be drawn up and (:::e?rt i t i ed to 

by the. corporate secretary £^r'id the a(::;coi.inta*nt of 111e ■ 

cooperative and presented to the board of directors which 

may thereupon approve the disposition of said records.

ARTICLE 49. Annua 1 Report;;. -• (1) Every cooperative

shall draw up an annual report of its affairs as of the end 

a i e y e r y f i s c a 1 y e a r , a n d p ub 1 i s h t h e s a m e f u r n i s hi i n g c o p i e s 

to all it;; members of record. A copy thereof -shall be filed 

with the Authority within one liundred twenty (120) days fi'orn 

the end of every fiseal year or within the ex tension period 

which may be granted by ttie government in exceptional ca;;e;;.

T h e r e p o r t s h a 1 1 p r e s e n t t h e o p e r a t i o n a 1 p e r f o r m a n c e o f t h e 

c o o p e r a t i v e d u r i n g t h e 1 a s t y e a r c o rn p a r e d w i t h t h e p r e v i o u s 

year; accompanied with the duly audited financial ;.;tatement;; 

for the previous years; and a projection of i ts operation's 

a n d f i n a n c i a 1 s t a t e cn e n t f o r t hi e f o 1 1 c:) w i n q y e a |- . 1 bi oa f o r n i 

and manner of presentation of the annual , report including 

additional i nf or mat i ori. shall be prescribed in the 

regulations. The fiscal year of every cooperative shall be 

the calendar year except as'may be otherwise provided in the 

By-Laws.

(2) If any cooperative fail;; to make, publish and file 

the r eport requi red • herei n, or f ai 1 s tp i nc 1 ude therei n a11y 

ma.tter required by thi;; Code, the Ai.rthori ty ;r>hall, witbiiri 

•fifteen (15) days from 'ttit-; ex pi r ati on o-f tlie pr esc i- ibed 

period send ;;uch cooper art i ve? a. regi stored riot ice dii- ected to 

its official postal address stating the delinquency and its 

consequence;;. If the cooperat i ve -I'-aiil;; to make, publir>h or 

file a copy of the report within thirty (30) days fruam



3^1

/page 29

1 receipt o-F such notice, any member of the cooperative or the

2 government may petition the court for mandamus Lo co(ii|.,)el

3 the cooperative and its officers to make, publish, and file

4 such report, as the case may be and require the cooperative

5 or the officers at fault to pay all the e:;penses of the

6 proceeding, including counsel fees when the filing is rtiade

7 b>' a member.

8 AFa'TICLE 50. Bondi nq of Accountabl e Of f i.c,grs. ~ Every

9 director, officer, and employee handling funds, secuf ities

10 or property on behalf of any cooperative shall execute and

11 deliver adequate bonds for the faithful performance of his

12 duties and obligations. The board of directors shall

13 determine the adequacy of such bonds.

14 ARTICLE 51. F'-’ref erence of Cl ai ms,. - (1)

15 Notwithstanding the provisions of existing laws, rules and

16 regulations, . but subject to the prior claim of • the

17 Authority, in respect 'to any sum recoverable as a public

18 demand, or of Govesrnment financing institutions for whateve?r

19 amount they have extended as loans in connection tlierewith,

20 any debt due a cooperative from a member shall be first lien

21 upon any raw materials, production inputs, and products

22 produced; or any land, building, facilities, t^quipment,

23 goods or services acquired and Field, by sucFi me?mber LFir ough

24 the proceeds of tlie loan or credit granted by the.

25 cooperative 'to him for as long as tlie same is not full'/

26 paid.

27 (2) No property or interest in property which is

28 subject to a lien under subsection (1) shall be sold nor

29 conveyed to tFiird parties without the pre'/ious permission of

3FQ the cooperative. Tlie lien upon the property or inter est

311 shall continue to exisst e'/en after the sale or conveyarice
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1 .thereo-f until such lien has been duly extinguished.

2 (3) Notwithstanding the? provisions of any lav^y, an'/

3 sale or conveyance made in contravention of subsection (2)

4 he?reof sha.l 1 be void.

5 ARTICLE 52. I nstrumeent for. Sal ary or Wage? De?duct i on. -

6 (1) A mesmber of a cooperative? rna'/? notwithstanding the?

7 p r o V i s i o n s o f e x i s t i n g 1 a w s, e;; e? c u t e? a n i n s t r' u m e n t i n f a'/ o r

8 of the cooperati.ve authorizing his emp 1 oyer to .deduct from

9 the salary or wages payable to him by the employe?r such

10 amount as ma\y be spe?cifi£?d tc? the? coope?rati ve? in

11 sati sf aect i on of an'/ de?bt or other de?mand due? f r orn the? member 

.12 to the? cooperative.

13 (2) Upon the? execution of such i nstrument and as mar/

14 be re q i.t i r e? d b'/ t h e c o o p e r ai t i v e c o n t a i n e? d in a w r* i 11 e? n

15 request, the employe?r sha 11 make thie deducti on in accc?rdance

16 w i t h t i'l e? a g r e e m e? n t ae n d r e nt i t f o r t h w i t h t hi c? a m o u n t s c?

17 deducte?d to the cc:)oper at i '/e?. The employe?r shall maike? the

18 de?duc:tic?n ftjr as IcDng as sue;h de?bt cjr CDther cJe?manci c?r an'/

19 par-1 of i t re?mai ns e.inpai d by the? c?mp 1 o'/e?e?.

20 (3) The? te?rm "e?mpl oye?rM as use?cj in this a^r tic;le? shall 1

21 include? a 11 p r i '.sat e? fir ms a\n d t h e n ait i on 1 an d 1 oc ai 1

22 cj o V 6? r n m e? n t s a n d g o v e? r" n m e n t - c? w n e ci o r c e? n t r o 1 1 e? d c c? r p o r a< t i o n s

23 who hai've under thei r . e?mpl o'/ a mem bear of a? c:c?ope?rat i ve?.

24 (4) The? pro'.'i si on of this article? shall also appl'/ i: o

25 all such ag r ee?men t s of t h e? n at ur e? r c?f er r e?ci t o i n sub -• secti on

26 (1) as were? in 'force? on the? date? of the approval of this

27 Act.

28 ARTICLE 53. Absc:)l ute? Lien. - A cooperative .shall have

29 an a b sc? lute lien upon the? cap it ail, c:le?pc?sits c?r interest c?f a

•30 membe?r for an'/ de?bt due? tc? a? cc?c?pe?raiti'/e? frr.?m such a me?mber, 

31 ei ther as principal .or as a surety, and mar/ set off any sum
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1 credited or payable to a rntimber in or towards payment of any

2 suc:h debt,

3 AFa'T ICLE 54. Non-'fa;;abl e Transacti ons. -- All

4 transactions between a cooperative duly registered under

5 this Code in good standing as certi-fied by the Authority (with

6 single primary purpose and/or dual primary purposes ot a

7 complement ar y n a t ur e) an d i t s r egu 1 ar fnemId er s an d / cdr

8 associate members who are natural persons and citizens of

9 the Philippines cTs we?l 1 as any income derived therefrom,

10 shall not be subject to any form of ta;; at i, on.

11 ARTICLE 55. lax arid Other Exemrpti ons. -- (1)

12 Tr ansac t ions of a c:ooper at i ve du 1 y r eg i st er ed under t hi i s

13 Code in good standing as certified by the

14 Authority, regardless of c1assification, with not more than

15 . five million pesos (P5,, 000,000. 00) of accumulated reserves

16 and undivided net savings with third parties in so fair as

17 these care under tea ken to cattain its primeary objectives will

IS enjoy the following tax exemp'tions privileges, provided that

19 a substantial portion of the net income of the cooperative

20 is returned to members in the form of interests and/or

21 patronage? refunds; Provided, further thca.t the taxable income

22 shall mean that portion of the cooperative’s income after

23 deducting the i'nter€?st paid to members and patronage

24 refunds:

25 (a) Exemption from the va 1 ue? addec! tax (VAT) wh i ch are

26 d i r ec 11 y p ayab 1 e by ,.the coop er at i ve. F:'ur"chases from e;; ernp t

27 cooperatives are presumed to have paid OAT, so long as the?

28 covering invoices are marked "exempt per certificate no.

29 _____. " Provided, that, n on---cooper at i ves which still to

3 0 coo p e ratives . shall b e en ti11ed t o t a;: r e f un d eq uiva1ent t o

31 the OAT payable on items sold to cooperatives.
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(b) EKemption to the extent o-f one hundred per cent

(10 0'/.) fro rn c: u b toms d u t i e s p a y a b 1 e t hi e r e o n o n i m p o r t a t i o n s

covering machinery and equipment and accompanying spare 

p a r t s m a ci e b y t: o o p e r a t i v e s, p i • o v i d e d t h a t t h e a -f o r e s a i d 

importations shall comply with the -Following conditions;

i ) They are, not mani..i-f actur ecJ domest i c::a 1 1 y i n

su-F-f i ci ent quantity, o-f cornpar aLi 1 e quality and a\t 

r- e a s o n a b 1 e p r i c e s a s d e t e r m i n e d b y t li e A u t hi o r i t y o r i t s 

duly desi gnated representat i vc?;

i i ) T h e'/ w i 11 b e e c: 1 u s i v e 1 y i„i s e d Id y t h e c; o opera t i v e

i n pur suance o-f its pr i mar y pur pose/ s;

iii) The approval of the Authority or its duly

d e s i g n a t e d r e p r e s e n t a t i. ve is o b t a i ri e d b y t hi e

cooper at i ve pr i or t o t he i m|:jor t at i on of uch mac:11 i iier y

and £? q Li i p m e n t a ri d ca c c o m p a n y i n g s p a r e p a r t s;;

iv) ' If the? c:oope?rative? sells, transfeers or dispose?; of 

t h e ?; e mac h i n e r y a n d e? q u i p m e? n t a n d a c c o m p a n y i n g s p r e 

parts wi thout the? prior approval of the? Authority or 

its duly deesignated re?p)re?sentati ve within five? (5) 

y ear s f r om t h e cJ a-h e? of ac u i s i t i on, t h e? c oop e?r- a t i ve an ci 

the v£?nde?e?, transf eree, or assignee? shall be? sol i dar 11 y 

liable to pay twic:e? the? amount of tax and ci u t y 

exemptions to it.

(c) Exe?mptions from income? taxes atnd sales taxe?s .

(d) Any Judge? in his capacity as notary public, e?x- 

cjf f i c i o shall re?nder se?rvic:c?, fre?e? c?f charge?, to any persc?n 

or group of per sons r eq ui r i ng ei ther t ii e? ad min i e;t r at i on of 

oath CDr the? ackncdw 1 e?cige?me?nt cdf Arti c 1 es af Incorpc?rat i cdn cdf 

a coopeerative applicant fcDr re?gi e; trait ic?n and instruments of 

loan frcDm cooperative? ncDt exce?e?ding fifty thcDusanci pe?scDS 

(P50,000.00).
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1 (e) Any r e g i st e r o f d e e d b s a 1.1 a c c e p t + o r

2 registration, -free of charge, any instrument relative to a

3 loan made under this Act which does not exceed -fi-fty

4 thousand pesos (P50,000.00) or the deeds o-f title o-f any

5 property cicquired by the cooper at i ve or any paper or

6 document drawn in connecti on wi th any acti cjn brought by th£3

7 cooperat i ve or with any court judgment render tad in its -favor

B or any instrument relative to a bond o-f any accountable 

9 o-f-fictir o-f a cooperative? -for the; -faithful pterformance? of

10 his duties and ob1igations,

11 (f) Cooperat i ves shall be exeimpt from the? pav'ment of

12 all court and sheriff's fees payable? to the F'hilippine?

13 governme?nt for and in conne?ction with all actions brought

14 under this Code?, or e?n force? the? paymeent c?f obi i geit i ons

15 c:ontracte?d in f avor- of the cooperati ve?, and where; such an

16 action is brought by the? Aut hi or i ty be?f ore the court, it

17 shall, 1 i ke?V‘ji se?, nc?t be re?quirc?cj i: o pay any sue: hi fe?e?ei.

18 (g) C c? o p e? r a t i v e? s s fi a'l 1 b e e e m p t from p u 11 i n g u p a

19 bond for bringing an appeial against the? dec i si on o f an

20 inferior court or -for seeking to set aside? any third party

21 claim. Provi deed . that a cer t i f i cat i on o f the? Author it'/

22 showing, that the? ne?t assets of the cooperative? arc? in

23 eKce?ss of the amount of the? bond re?quire?d by the? court in

24 similar case?s shall be eacceeptesd by the court as a sufficient

25 bt?n d.

2 6 (2) The a b o v e/n e n t i c? n e d t a e? e ni p t i o n p r i v i 1 e g e? s s h a 1 1

2 7 b 6? g o V e? r n e? d b y t h e? f o 11 o w i n g g u i d e 1 i n e? s:

28 (a) Inc£?nti vt?-B shall be? give?n for a period of

29 five? (5) ye?ars within which a ccjcjperative should grc?w

30 and be?come? se 1 f -suf f i ci e?nt and se 1 f -rel i ant, f rorn the

31 d a t e? o f r e? g i s t r a t i o n w i t h t hi e A u t h o r i t'/.
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(b) Incentives could be e;; tended beyond the 

prescribed period only in cases of natural calamities 

b e y o n d the cent r o 1 o f t h e c o o f :> e r a t i v e; a r i d / o r i iv. s 

memb ers. However, such an et en s i on sh ou 1 d on 1 y 

correspond to the nufViber o-f a-F-feeted months or years.

(c) The maximum nuiTibc?r o-F years that incentives 

can be e:; tended beyorid the prescr i bed or i gi na 1 per i od 

o-f -five (5) years, is another five (5) years.

AF'CflCLE" 56. fl'lLL ^ Cooperatives

r e g i s t e r e d u n d e r t h i s C o d e s h a 11 , n o t w i t h s t a n d i n g t ti e 

p r o V i s i o II s of a n y 1 a w, b e a c; c o r d e d a 1 s o t ti e f o 1 1 o w in g 

privilecjes:

(1) Cooperatives shall t?n.ioy the privilege of 

depo3i t i ng their- sea 1 ed casdi bo;-:es ar contai ners, documents, 

or any valuable papers in the safes of the municipal or city 

treasurers and other government offices free of charge, and 

the c L.i51 od i an of suc ti ar t i c 1 es sIt a 11 issue a r ec e i p t 

acknowledging the articles-received witnessed by another 

person.

(2) C o o p e r a t i v e s o r" q a n i e d a m o n g g o v e r n m e n t e m p 1 o y e e s, 

notwi thstandi ng any law or rogu 1 at i on t o tIte contrary, s-ha 11 

enjoy the? free use of any available space in their agency, 

whether owned or 'rented-by .the government.

(3) Coop er a tives r en d ering sp e cia1 types of s ervice s 

and facilities such as cold storage, ice plant, electricity, 

t rans port a tion, an d simi1 a r s er vic e s an d f aci1itie s sha11 

secur e a f r anchise ther e-f or and, that such cooper at i ve 

shall open their f i e 1 ds of memborstii p to a 11 pei"soris 

qualified in their areas of operation.

(4) In aqeas where appropriate cooperatives e;;ist, the
I

rig h t s of fir s t r e f usa1 t o su p f n 1 y t o g over n ment
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ins»ti tutions ancl agenci es, r i ce, corn and o'ther grai ns, -f i shi 

and other marine products, meat, eggs, milk, vegetables, 

tobacco and other agr i cu 11ura 1 commod i t i es produced by titei r 

menibet s shall be granted to the cooperatives concerned.

(5) Coo p e r a t i v e s a n d t heir -f e d e r a t i o n s s u c h a s m a r k e t 

V e n d o r c o o p e r a t i v e a it a 11 it a v e p r e -f e r e n t i a 1 r i g h t s i n t hi e 

management of public markets and/or lease of public market 

facilities, stalls, or spaces.

(6) C r edit c o o p e r a t i v e s a n d / o r f e cl e r a t i o n s, s it a 11 b e 

entitled l.o ItDans, c: red it lines, rediscounting of their loan 

notes artel cDther elicjible ptetpers with the Development. Bainli: ertf 

the Philippines, the Philippine National Bank, the Land Bank 

of the Philippines, and other financial institutions except 

the? Centra 1 Bank c?f the Phi 1 i ppi ne?s.

(7) Whenever a Cooperative Bank organiiced under this

Code is distressed or may nee?d assistance in the

rehabi1itation of its financial condition or to avoid

bankruptcy, the Le?ntral Ltank of the? F-'hi 1 i ppi ne?s shall take? 

over such banks, including interim take over or management 

of said banks pursuant i: a the? provi si c?ns c?f Se?ction 29 

Republic Act No. 265, as amended.

c^’' •^ri bidding for' pur'chase?s cjf re?qui reemeents of
/

government entities, subdivisions, units, departments, or 

g oVe?r nmhn t own e?d or- c on t r o 11 e?d c? c?r- p or a t i on s, c oop er■ at i v'e?s 

will be g i ven a teen p ere cent (10%) advantage? cever otheer lc?c:;al 

s u ppi i e r s, and' L w e.j i i L y p e? r c t? n t (./ O %) o v e? r- f o r- e? i g n s i..i f ? p 1 i e? r- s

(i n c 1 u d i n g t h a pr e e? e n t ten p e r c: e n t (16 %) u n d e r t h e P1 a g

Law), so long as the? products be?ing bid are? normally

produced in pursuance? a-f the primarv'’ purpose/s of the?

c o c? p e r' a t i v e. I f a. c o esp e? r a t i v e? c: a n n c? t s u ppi y t h e? e? n t i r e?
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require rn e n t „ t h i s p r i v i 1 e g e w i 11 s t i 1 1 b e e t e n d e d b u t o ri 1 y 

to the extent of the cooperative’s ability to produce on its 

own the items being bid out. This privilege shall apply 

on 1 y to cooperatives V‘jhich have passed the pre- 

qualification stage.

CHAF:,TEF\ VI ~ Pi 'ssol uti on of Cooperati ves

A FIT ICLE 57. Vol untary Pi ssol uti on Where no Credi tors 

are Affected. -- If the? dissolution of a cooperative? does not 

prejudice the rights of any creditor having a cleiim against 

it, the? dissolution may be? e?ffecte?d t?y a majority vote? ai 

the board of directors, and by a resolution duly adopted by 

the affirmative vote? of the stockholders owning at 1 east 

two-thirds (2/3) of the-? outstanding capital stock or of at 

least two-thirds (2/3) c?f the me?rnbeers at a me?e?ting to be? 

held upon call of the direectors afteer publication of the 

notice of time?, place and object of the? me?eting for threee? 

(3) con sec Lit i v e w eeks i n a n e w spa p e? r p u b 1 i s h e? d in th e? p lace 

where the principa 1 of f i ce t)f sai d cooperati ve? i s 1 ocated; 

and if no neewspaper is publisheed in such place the?n in a 

n e? w s p a p c? r o f g e? n e r a 1 c: ire u 1 a t i o n in 111 e? F11 i 1 i f? p i n e? s, a f 1: e? r 

sending such notice to each stockhol de?r or member eeither by 

r e? g i s t e? r e? d m a i 1 o r t?y f? e r s o n a 1 d e? 1 i v e r y a t 1 e? a's t t h i r t y (3 0) 

dav'S ,prior to ’ said me?e?tincj. A copy of tFtb re?solutic?n 

authorising the cJ i s s o 1 u t i o n s li a 11 t? e? c e? r t i f i e? d b y a m a j o r i t y 

of the board of directors and countersigned by the secretary 

of tFie? cooperative. Tlic-? Authority shall the?reupon issue? 

the certificate of dissolution.

ARTICLE 58. Voluntary Pissolution Where Creditors Are 

Affected. - Where the dissolution of a cooperative may 

pr e j ueJ ice the r i gh t.s of any cr ed i t or , t he

p e? t i t i o n f c? r d i s s o 1 u t i o n s Ft a 11 F? e f i 1 e? d
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with the Authority. The petition shall be signed by a 

(n a j Q I" i t y o -f i t s b o a i- d o -f d i r e c t o r s o r o t h e r o f f i c e r s 11 a v i n g 

t he managemen t of i t s af f a i r s ver i f i ed by i t s p res i den t 

or secretary or one of its directors <and shall set forth all 

claims and d e rti a n d s a g a i r i s t i t, and t h a t i t s d i s s o 1 u t i o n w a s 

r e s o 1 V e cJ u p o n b y 11") e a f f i r (n a t i v e v o t e a f t e s t o c k hi o 1 cj e r s 

representing at 1 eas;t two-thirds (2/3) of the outstanding 

capital stock or by ait least two-thirds (2/3) of the 

m£5mber s, ait a mbbt i ng of i ts stockhol ders or membbr s cal 1 ed 

f o r t If a t p u r p o s e.

If the petition is sufficient in form and substaince, 

the Authority shall, by an order reciting the purpose? of the? 

petition, fi;; a date on or before which ob j act i ons thereto 

may be? filed by a.ny person, which date? shall not be? le?ss 

than thirty (3 0) n o r m o r e? t h a n s i t y (6 0) d a y s ai f t e r t li e

entry of the order. Before? such date?, a copy c?f the ordcar 

shall be published at least once a week for three (3) 

consecutive weeks in a newspaper of general circulation 

published in the muni ci pa\l i t'/ or c i, t y whe?re the principail 

office of the cc?e?per-a.t i ve? i s si tuate?cj, or- i f there? bc-? no 

such newspaper, then in a ne?wspaper c?f ge?ne?ral c; i r cul at i on 

in the? Phi 1 ippi ne?s, and a e;imilar ce?py sha*ll be pc3ste?d f.cjr 

three' (3) const?cutive-weeks in three? (3) public places in 

t hie mun i c i p a 1 i t y or c i t y.

Upon five (5) days notice?, give?n afte?r the? date? on 

w h i c h the rig h t t o / f i 1 e? c? b.j e? c t i c? n s a s f i e? cJ i n t h e? o r cJ e? r a s 

£?;cpire?d, the Authc?r i t y' shall proce?ed tc? he?ar the pe?tition 

an d t r y any i sesuc-? maide by the? object! c?n-5 file?d; and if no 

such objection is suf f i c i ent, and the material alleg£\tions 

of the petition are true?, it shall rende?r judgement 

d i s s o 1 V i n g the c o □ p e r a t i v e and d i r e c t i n g s u c: h d i s p o s i t i cj n cj f
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1 its assets as justice requires, and may appoint a receiver

2 to collect such assets and pay the debts of the cooperative.

3 ARTICLE 59. Invol untarv Pi seuoI ut i on . - A cooperati ve

4 may be dissolved by the Authority upon filing of a verified

5 complaint and after proper notice and hearing on the grounds

6 of (1) violation of any law, regulation, or provisions of

7 its Eiy-Laws; (2) i nscd 1 venc y; or (3) its con t i n ued ope?r at i on

8 is harmful to the interest or welfare of the general public;

9 (4) non user of i t s cti ar t er.

10 ARTICLE 60. Coopen~ati ve Li quidation. - Every

11 c o o p e r a t i V e w h o s e char t e r e p i r e s b y i t s o w n 1 i m i t a t ion o r

12 is annulled by forfeiture or otherwise, or whose cooperative

13 existence f or ot h er pur poses is t erminated in an y other

14 m a n n e r, s h a 11 n e v e r t hi e 1 e s s b e c o n t i n u e d a s a b o cJ y

15 cooperative for three (3) years after the time when it would

16 have been so dissolved, for the purpose of prosecuting and

17 defending suits by or against it and enabling it to settle

IS and close its affairs, to dispose of and convey its

19 property and to distribute its assets, but not for the

20 pu.rpose of cont i nui ng the busi nes^5 f or w11i c11 i t was

21 establ i sht-jd.

22 At anV' t i me dur i ng sai d three (3) years, sai d

2-3 cooper-ative is authorised and empowered to convey all of its 

24 property to trustees for the benefit of stockholders,

2 5 m e m b e r- s, c r e d i t o r- s, a n cJ o t h e r- p e r s o n i n i n t e r- e s t. F r- o rn a n d

26 after any ’ such ' conveyance by the cooperattive of its

27 proper ty i n trust f or the benef i t cdf i ts stockholders,

2 8 m e m b e r s, c r e d i t cd r s a n d cd t h e r s i n i ri t e i'- e s t, a 11 i n t e r cd s t

29 w h i c: h t h b c cd o p e r- a t i v b Id a c J in the p r- cd p e r t y t c? i- m i n a t b s , t hi e

30 legal interc-Dst vests in the trustc?es, and thcD bc-Dneficial

31 in t e i" e s t v e s t cd in t h b s t cd c k Id cd 1 d e r- s, m C:? m b cd r- s, c: r e ci i t o r- s cd r-



3£(
/page 39

6>

7

8 

9

.10 

1 1 

12

13

14

15

16

17

18

19

20 

21

24

25

26

27

28

29

30

other persons in interests

Upon the winding up of the cooperative affairs, a.ny

asset d i s t r i b u t a tD 1 e t o a n y c: r e d i t o r o r s t o c: f: hi o 1 d e r o r m e rn b e r

who is unknown or cannot be found shall be given to the

f edterat i on, union or association to which tht? cooperative is 

a f f i 1 i a t e d o r- t o t h e-; m o v e m e n t.

Except by decrease of capital stock and as othesrwise 

allowed by this Code, no' coopcarat i ve shall distribute any of 

its assets or property except upon 1-awful dissolution axnd

after payment of a11 its debts and 1iabi1ities.

CHAF'TER VII

AUDIT, INQUIRY AND MEMBERS' RIGHT TO EXAMINE 

ARTICLE 61, - it) Annual Audit,- Cooperatives under 

this code shall be subject to an annua.l audit L)y -an auditor, 

A person is qualified to become an auditor of the

cooperative if he:

a) is in d ep en d en t of t h e coop er ative, t h e

directors and of fi cer s of a c ooperative or it s

subsi d i ar V" being aud i t ed;

b) is a member of any recognised accounting 

professional or cooperative auditors' association with 

similar qua1ifications;

(2) For purposes of this Article, "independence” shall

be deemed a question of fact, and a person shall not be

deemed independent if he:

a) is . a business partner, director, officer or 

enip 1 oyee of a c oop er at i ve oan y of .i t s sub s i d i ar i es, 

or

b) beneficially owns or controls directly or 

i n d i r e c 11 V' a m a t e r i a 1 in t e r e s t i ft 11't e s e c u r i t i e o t t h e 

cooperative or any of its subsidiaries; or
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c) had been a 1iquidator, administrator, receiver or 

a trustee in bankruptcy proceeding of the cooperative 

or any' of its subsidiaries within two years prior to 

his appointment as auditor.

ARTICLE 62. I n q u i r s-'. - The Authority or its rep res en-

tatiVe shal1 examine and conduct an inquiry into a caaperative.

1) upon sworn statement or complaint of any aggrieved 

member or

2) upon an adverse report on audit,.

■Said i n q u i r y s hi a 11 i:;j e c o n d u c t e cJ i n a c: c: o r cJ a n c e w i t h t hi e 

reg 1.11 ations ' promu 1 qated by thie Authori ty.

ARTICLE 63. Cost of Inquiry. ~ The Authority may

p I'- esc r i b e t h e cost of i nqu i r y or i n sp ec t i on wh i c: h will be 

borne by a cooperative if the findings of the inquiry are 

we 11 --f ounded , otherwi se, the appl i cant will bear thie 

expense. If the result of the inspection or inquiry under 

Article 62 discloses certain defects or i r regu.l ar i t i es in 

the cooperative, the Authority shall bring such defects or 

i rregu 1 ar i t i es to the a11ent i on of i::;t..ichi cooperat i ve, and to 

the cooperati-ve feder at i on/union where a cooperat i ve i s a 

member.

ARTICLE 64. Auditinq Reports.

f •

(1 ) The e:; t e i- n a 1 ' a l.i d i t o r s h all s i.a b rn i t:

a) t o t i"i e a u cJ i t c o m (n i 11 e e, a r e p o r t o n t I'l e

f i n a n c i a 1 s t a t e m e n t s;

b) , to the audit committee,a management letter in

a c c o r d a n c e w i t h t h e r c? q u i r e m e n t s e -s t a b 1 i -s e d

i n t h e r- e g i.i 1 -a t i o n r-:;; a ri d

c ) f u r n i s hi c o p i e s o f t hi e d o c u m e n t s m e n't i a n e d i n

clauses (a) and (b) to the Authority.

(2) The e;: ter na 1 aud i tor of a cooper at i ve i s ent i 11 ed
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1 to receive notice or every meeting of the audit committee

2 and, at the expense of the cooperative, to attend and be

3 heard at a meet: i nq cjf the audit committee.

4 (3) Every audit committee? shall review with the?

5 auditor the scope of the? audit be?fore he? commeence?;:; his

6 duties; and ensure? that the? re?commendati one; of the? aucJitcjr

7 receive the attentic?n of tlie? manageers oi the cooperati ve.

8 (4) Where? a me?mbe?r c?f the audit committe?e? r-e?que?e;ts,

9 the auditor shall attend t?very mec?ting of the ccDmmittee? held

10 cJuring his term of office.

11 (5) The auditor of a cooperative or a member c?f the

12 audit c ornrn i 11 e?e may cal 1 a mc?e?ting of the? com mi ttf?t?.

12i (6) A di re?ctor or an officer of a cooperative shall

14 immediatt?ly notify the? audit committeee, and the? auditcsr, af

15 any error or mi statement which he beccjmes aware of in ce

16 financial state?merit that the auditor or a forme?r auditor has

17 reported on.

18 (7) Where?' the? audi±c?r or former auditor or a

19 cooperati ve is notified or becomes a. ware? of an error or

20 misstatement in a financial statement on which he? has

21 reported and, in the? opinion of the auditor, such error or

22 misstatement is mate?rial, he shall inform each director of

23 the? c?rrc?r. ' .

24 (8) Whe?re, pursuant to Subsection 7, the auditor or

25 former auditor informs the directors, or the? directors

26 otherwise have knowle?dge? of an terror or mi sstatc?ment in a

27 f i nanc i al st at e?men t, t he? cJ i i'-ec t or s sl'i a 11 :

28 • a) prepare and issue revised financial

29 statements; or

3 0 b) i n f o r m t ti e A u t h o r i t y i rn m e? d i a t e 1 y a n d t l'i e?

31 members at or before the next'general meeting
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1 o-f the error or misstatement,

2 PiF-ilTICLE 65. ■ An

3 auditor is not liable to a.ny person in an action for

4 de-famation based on any act done, or not done, or any

5 statement made by him in good faith in connection with any

6 matter he is; authorized or required to do pursuant to this

7 Code.

8 ARTICLE 66. Membs?rs:’ Ri qht to E:;ami ne.

9 (1) Members shall a:< ami ne the r ecords of the

10 COoperCit i ve dur i ng thie regLt 1 ar busi ne;;s; hiour s; of thie

11 cooperative and may take extracts; of thesse records; without

12 charge?.

13 (2) Upon requesfit, a member is; entitled to one esopy of

14 the Article?s o-f Incorporati on and By-Laws by |:jayi ng a small

15 fee.

16 (3) Every' member is entitled to a s;tatement of his

17 transsact i o n w i t h t h e? c: c; e.) p e; r a t i v e?.

18 (4) A cooperative s;hal 1 give access tea the records;

19 mentioned in subse?ction 1 at all reasonab 1 e? times to:

2 0 a) A d i r e c t c; r who has b e? e n a u t hi o i- i e d b v'

21 rfesol uti cm of the? board tc? be? give?n s;aid

22 access;

23 ■' b) The Auditor; and

24 c) The? Authority or its dulv/ authorized agent.

25 (5) Employees of the cooperative -shall 1 i kewise have?

26 access to the?' rt?cor,ds; if authorized by the board or manager

27 of the? cooperative as; bei ng n'ecessary for carryi ng out the'i r

28 dutie?<5„

29 ARTICLE 67. Safety of Records. ~ The cooperative?

30 sha 11 take re?abone;b 1 e? pre?cautic?n to;

31 (1) Pre?vent lc?ss or de?struction;
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(2)

(3)

F' r e V e n t + a 1 s i f i c a t i o n ; a n d

F- a ,i 1 i t a i: e d e t: e c i: :i o n a n d c o r r e c t i o n o f

inaccuracies in the register and other 

r euOf ds f equired by tliis Uode to be prepared 

and maintained,.

CHAF"' TEF-^ 011 ;i;

caf::,]:tal..!, PF:;;0F::'[F;FrrY, and founds 

ARTICLE 68. Capital. - The capitalisation of

cooper ati ves arid tlie accounting therefor slist 11 be governed 

by tF1 e pr ovi si one of tF'li s Lode and tFie regi..i 1 cit i ons i ss 1..1 cd

ti'iereunder.

AR FICLE 69. Capi tal Sources. - Cooperatives registered 

under this Code may derive their capital from:

(a) MeJtnbers' s Ft are cap i tal/capital contr i ljuti on in 

the form of shares with or without capital stocF.-:;

(Lj) L o a n c a p i t a 1 ,, i |■•| c 1 i..i d i n g d e posits;

<c) Retained earnings or common reserves 

authorised on a percentage or per unit basis;

(d) Revolving capital by deferment of the payment 

of patronage r0funds, intere31 on share capita1/capita1 

contr i Fjut i ons, or 1) y\ autFiorised retains or all of tFiem; 

and

f •

(e) Fees, dues, subsidies, donations, legacies,

grants, and such other sources from any local or 

f or ei gn i nst i t Lit i on wFietFier private or' government. 

ARTICLE 70, Li mi tation on Capital Holdings. - Mo

member of a cooperative otFicer tF'i-an a cooperative? sFiall own 

or hold more than twenty per centum (20X) of the subscribed 

or pi f?dge?d sFiare? capi 1;a 1 of tF"ie? c:ooper-at i ve.

AR rICLFl 71. on L,ap_i_teN._. ~ Intere?st on sFiare?

capital sFlail not eexceed tFie? normal rate of re?turn on
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i n V e s t m e nts a s cl e t e? r m i n e? d b y t he . A u t h o r i t y an cl s u c hi i n t e r e s t

shall be? nc?n-c:umul at i ve?.

ARTICLE 72. Shares. The term "share" refers to a 

unit of capital, the? par value? of which may be fi;:e?d at any 

figure? but not 1 ess than one? peso. The? share? capital of a 

c o o p e r a t i V e with c:: a p i t e? 1 st o c 1: i s t hi e m o n e y p a id f c? r , 

authori ::e?d, or re?quired to be? paicJ fc?r tc? ce?ndue:t i ts 

operaticns. Th e sh ar e c ap i t a 1. of a ' c: ooper at. i ve wi t hi out 

c:apital stcDcrk is the-? mesney paicJ or resquired te? be paid ancj 

is not limited by any authorized amount. The method of 

i s? B Li i n C5 t h e? c: o n t. e? n t e; o f t. o e: I; o i“ m e? m b e? r s hi i p c; e r-1 i f i c: a t e s m a y 

be? presc;ribe?d in the? regulations of the e:oope?rati ve.

ARTICLE 73. Fines. - The By-Laws of a cooperative may , 

p r esc r i b e a fine? on unpaid si,.ib sc r i b e?d c ap i t a 1 / p 1 ecJ g e?d c ap i t a 1 

contr i but i ons f o 11 owi ng standard i zed guidel i nes of thie 

Authority.

ART ICLE 74. Investme?nt of Funds. - (1 ) A cooperati ve 

may invest or depejsit its,_fuhcJs:

(a) In the' shares or debentures or the securities 

a f any e? t h e? r e; ei o p e;? r a t i v e? im i t hi i i m i t e? cJ 1 i a l:i i 1 i t y; e? r

(b) In any re?putab 1 e ■ bank in the? locality, or any 

c o o p B r a t i v e?;

(c) In the secur i ti es i ssued or guarantee?d by thie 

Gove?rnme?nt 5

(d) In real estate; or

(e) In .• any other manne?r authror i e?d in the? By- 

La. ws.

ARTICLE 75. Revolvinq Fund. - The General Assembly of 

any cooperat i ve may authior i z e the boarcJ of d irector s i n i ts 

By-Laws to raise a revo1ving capita1 to strengthen the

capital structure of their cooperative by deferring the?
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1 pav'ment o-f patronage refunds and interest op cap) i tal/capi tal

2 c; o n t r i b u t i o n o r- b'/ t h e a u t h o r i c e ci d e d u c t i a n o f a p e r c: e n t a g e

3 -from the proceeds o-f products sold or per unit o-f product

4 hand 1 ecj. The boar d cjf d i r ec t or s shal 1 i ssue r evo 1 vi ng -f und

5 cert i-f i cates with serial number ? name, amount, and rate of

6 interest to be paid and shall distinctlv- set forth that the

7 time of retirement of such certificates and the amounts to

8 be returned are at the discretion of the board of directors.

9 CHAPTER I X

10 ALLOCATION AND DISTRIBUTION OF SAVINGS

11 AFTf ICLE 76. Computat ion of Savi nqs. - Notwithstanding

12 the provisions of existing laws, the computation of savings

13 for cooperatives shall be as prescribed in the By-Laws.

14 Every cooperative shall compute? the savi ngs ad: least once ait

15 the close of every fiscal year and at such other time as may

16 be prescribed by the By-Laws.

17 ARTICLE 77. Net Savinqs. -The net savings shall not be

18 construed as profits but.,.as excess of payments made by the-

19 members for the loan borrowed, or the goods and services

20 bought by them from the cooperative and which shall be

21 deemed to have been returned to them if the net savings are

22 distributed as prescribed herein.

23 ART I CLE" 78. Qrde?r of Pi str i buti on. - The net savings

214 of every cooperative ajs reflected in its and i ted financial

25 s t a t e rn e n t s shall b e d i s t r i b u t e d a s f o 11 o w s:

216 (1) R'€?serve Fund, at least ten per cent (103) ,

27 (a) The Reserve Fund shall be a reserve which shall be

28 used for the stability of the cooperative and to meet net

2 9 1 o s s e s in i t o p) e r a t i o n . The G e n e r a 1 A s ?; e m b 1 y m a y d e c r" e a s e

30 the prop)ortion of the net savings to be set aside when

31 reserve fund e x c e e d s t h e s u b s c r i b e d c: a pi tal /pi e d g e d capi t a 1
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contribution.

, Any sum recovered on iterns previously charged to the 

reserve -fund shall be credited to such fund.

(b) The R'eserve f:rund shall not be utilized -for 

investment, other than those mentioned in this Code. Such 

sum o-f the Reserve? Fund in e;:ce?BS o-f the amount equal to the 

subscribe d c a p i t a 1 / p 1 e d g e d ca p i t a 1 c o n t rib u tic? n m a y b e u s e d 

at anytime? by re;?ol ut i on o-f the me?m beers -for any projeect that 

V‘j o u 1 d e p and 11 > e o f? e r a t i o r'l s o t the c o o f? e r a t i v e.

(c) On the? dis'solution o-f the cceoperati ve, the Reserve 

Fund shall not be? divisible? among the me?mbers. The 6ene?i-al 

Assembly may reejolve;

i) To establish a usufructuary trust fund for any 

f e d e r a t i o n o r u n i o n o -f t h e c o o p e r a t i v e f o r t hi e 

i rn p r• o V e m e n t o f t h e? c o o p e? r■ a t i v e ni o v e m e? n t, w i t h t h e 

Reserve Fund to eventua11y go to the federation, union 

or association to which the cooperative is affiliated 

or t o t I'le? mo veme?ri t, an d*/or

ii) To donate,- contribute, or otherwise dispose 

cDf the? amount fc?r the? establishment of a usufructuary 

community trust fund which would improve the? economic 

and social cond i t i or-i of t he commun i t y i n the ar ea of 

t'he cooperative. If the members do not meet or cannot 

decide upon the disposal of the? F:i:e?serve Fund, the same 

shall be adjudicated in favcDr of the feederation, l.i n i o n, 

o r a s s o c i at i on t a w l'•i i c: h t h t? t: o a a e? r a t i v e? is a -f f i 1 i a t e? e J 

or to the move?me?nt.

(2) Education and Deve?l c?pmc?nt Fund, at le?a-st te?n pt?r 

centum (10%). The By-Laws may provide that certain given 

fee?s c?r fines or a porticDn therecjf eshall be cre?dite?d to such 

fund.
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1 (a) Hal-f o-f the 'amounts transferred to the

2 Education and Development Fund annually under this

3 subsection may be spent by the cooperative for

4 education a.nd training and other purposes; while the

5 other half shall be credited to the Education and

6 D e V e 1 o p in e n t F u n d a d m i n i s t e red b y t h e N a t ion a 1

7 Cooperative Union;

EJ (b) □ n t i"t e d i s s o 1 u t i o n o f a c o o p e r a t i v e, t ri e

9 u n e: (p e n d e d b a 1 a n c g? o f t i"i e E d u c a t i o r i a n d D e v e 1 o p m e n t

10 Fund appertain!ng to the cooperative shall be credited

11 to the Cooperative Education and Development F-"und.

12 (3) An ofDtional fund, a Land amd Buildincj, Community

13 DeVe 1 op men t, and an'/ 01 hi er Nec essar y Fund . t he t ot a 1 of wFi i ch

14 mav' not exceed ten per centum (10%).

15 (4) The remaining net savings shall be made available

16 for interest on share capital/capital contribution not to

17 B c e e d t h e normal r a t e o f r e t u r n • in i n v es t m e n t s and

18 pat r onage r ef unds. CoopG?r a’t i ves wi t h un 1 i m i t ed 1 i ab i 1 i t y

19 shall not pa'/ i n t er est on cap i t a 1 n or d i str i b ut e p atr onage

20 refunds unless the total amount of the reserve fund exceeds

21 the combined amount of the subscribed capital aind the total

22 outstanding liabilities o f t hi e coop e r a t i v e a s o f t h e d a t e o f

23 the proposed payment of interest on capital and patronage

24 refunds.

25 The sum allocated for patronage refunds shall be

26 distributed at the same rate? to all patrons of the?

27 cooperative in proportiion to thie?ir individual patronage?;

28 P:‘rovided. That:

29 (a) In the case? cjf a member patron with fully

30 p a :i. d up shar e? or c ap i ta 1 c; c?nt r i but i on , I'l i s

31 proporti onate amount c?f patronage refund er>h£\l 1 be? paid
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to him unless he agrees that the copperati ve? should 

credit the amount to his account toward the purchase o+ 

an additional share or shares or other capital 5

(h) In the case oi a member-patron who has not

yet -fully paid up his shares, his proportionate amount 

of patronage refund shall be credited to, his account 

until his capital contribution has been paid;

(c) In the case of a non-member patron, his

pr opor t i onate amount of patronage r ef 1.1 nd shall be set

a s i d e i n a g 0 n e r a 1 f u n d f o r s u c hi p a t r o n s a n d 5 hi a 11 b e

al1 ocated to individual non-member patrons only upon 

request and presentation of evidence of the amount of 

'his' patronage. The amount so allocated shall be 

c r e c:l i t e d t o s u c i "i p a t r o n t o w a r d p a y m e n t o f t li e m i n i fo u m 

capital contribution for membership. When a sum equal 

to his amount has accumu1 ated at any time within a 

period of time specified in the By-Laws, such patron 

shal1 be deemed to become a member of the cooperative 

if he so agrees or requests and complies with the 

prDvisions.of the By-Laws for admission to membership.

CHAPTER X - SF'EC I AL F'RQ'v11SI QMS RELATING TO AGRARIAN

REFORI'1 CQOFERATIVES

ART ICLE 79. Coverage.- - Th e p r ov i s i on s of t hi i s Ch ap t er 

shall app 1 y ori 1 y to cooperat i ves organised as veh i c 1 es f or 

a g a r i a n r e f o r m a n cJ t l"i e o t h e r p r o v i s i o n s o f t h i s C o d e m a >■' 

apf:)l\/ to such cooperatives unless the same are inconsistent 

herewith. Nothing in this Chapter, however, shall preclude 

the organ!sation of cooperatives among agrarian reform 

heneficiaries Idy the t:ooperative movem0nt under thie other 

provisions of the Code provided the same do not compete with 

t h e o p e r a t i o n s oft h e c o o p e r a t i v e s o r g a n i z e d u n cJ e r t h i s
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.1 Chapter,

2 AFlTICLE 80, £lQ.!:IitC_L§il E;.§.f..9,2.21 Coop er at i ves, ~

3 Cooperatives organized under this Chapter shall be re-ferred

4 to as "agrarian reform cooperatives," The majority of

5 the membership in this cooperative shall be agrarian reform

6 benef iciari es, Eluch cooper-at i ves may be org-ani zed and

7 re g i s t e r e d in a c cord a ri c e with t h i s C o d e f o r a n y o r a 11 o f

8 t h e folio win g p ur p o ses;

9 (1 ) D e V e 1 o p (fi e n t o f t h e m o s t s u i t a b 1 e and a p) p r o p r i a t e

10 system of land tenure, 1 -and deve 1 opment, 1 and consolidation

11 and/or land management in areas subjected to agrarian

12 reform;

13 (2) Coord i n a t e a n d / o r f a c i 1 i t a t e t hi e s c i e n t i f i c

14 production, storage, transport, marketing, and supply

15 re c:| u i r e m e n t s o f a g r a r i a n r e f o r m b e n e f i c i a r i e s a ri d t hi e i r

16 i m m e d i -a t e f a m i 1 y (ri e rn Ld e r s, li e r e i n a f t e r r e f e r r e d t o -a s

17 "beneficiaries";

18 (3) Provide -financial^ -facilities to benef i ci aries for

19 provident or productive purposes at reasonabl.e costs;

20 (4) Arrange? and facilitate the e;<pedi ti ous transfer of

21 a p p r o p r i a t e a n d s u i t a Id 1 e t e c h n o 1 o g'/ t cd b e n e f i c i a r i e s a t t h e 

212 lowest possible cost;

23 ,(5) Provide social security services, health and

214 medical servi ces aI'lci f -aci 1 i ti es, soci a 1 i nsurance, and cdther 

25 services that would promote the general we?lfare of the

216 agrarian; reform benef i ci ar i es;

27 (6) Provide education, training, and extension

2 8 s e r v i c e s t cd b e n C5 f i c i a r_ i e s o n b e 11 e r 1 i v i n g an ci 1 i v c; 1 i ii cd cd d;

29 (7) Act as channels for external assistance? and

30 servi ce?s to bc?nef i c i ar" i es along the?i r" 1 i ne?s cdf e?c:cdnomi c or

31 social activity;
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■ (8) Unde r t a k e t h e c a rn p r e h e n s i v e a n d i n t e q r a t e d

planning and development ot communities at the baranga'/ and 

municipal 1 eve 1 s i n agrari an re-f orm and rese111 ement areas 

with special c o n c e r n f o r t hi e d e v e 1 o p m e n t o t a g r o - to a s e d, 

marine--based, and cottage-based industries;

(9) Act <as representat i ve of the toenef i ci ari es on any 

or all matters delegiited to it by them;

(10) Conduct such other economic or social activities 

as maiV' be necessary or i nc i dental to the exercise of the 

foregoing functions.

ARTICLE 81. Cooperative Estates. ~ Landholdings like 

p 1 ant ait i ons, estates or hac i end as acquired by the State for 

t h e to e n e f i t o f 111 e w o t; e r s i n a c c o r d at n c: e w i t h t h e 

Comprehensive Agrarian R'eform F'rogratm shall be ■ owned 

coll e c t i V e 1 y b y t h e w o r k e r s -Toe n e f icia r i e s w too s to a 11 f o r m a 

cooperati ve or association, if it is not economically' 

f e a siblean d sou n d t o divid e t h eland.

ARTICLE 82. I ro f r a s t r u c t: u r e. - In agrariaon reform and

resettlement aoreaos, the government shaU. 1 grant to agrarian

ref orm cooper a t i v e s p r e f e r e n t i a 1 t r e a t m e rot, if n e c e s s a. r y,

the authority to construct, maintain, and manage with

govern m e ro t f u nding, r o a d s, bridge s, c a ro a 1 s, w harves, por t s,

reservoirs, irrigation systems, waterworks systems, and.

other i nf r as true t u re. F o r t h i s p u r p o s e, g o v e r ro m e ro t

technical assistance, facilities and equi pm to rot shall be made

available, to •' such agrarian reform" cooperatives for their 
/

use.

ART ICLE 83. Land Grants. - The goverrome;nt may' award 

such land grants as may' be reasonable and avaoilable to any' 

agrarian reform cooperative on a ten (10) year or twenty- 

five (25) year period subject to renewal for another twenty
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. -five (25) years only. Provided that the application -for 

renewal shall be made one (1) year before the? expiration of 

the term and, provided further that such land grant shall be 

for the exclusive use and benefit of the beneficiaries 

subject to the provisions of the Comprehensive Agrarian 

Reform Program.

ARTICLE 84. Public Services. - (1) In agrarian

reform areas, preferential rights may be granted to'agrarian 

reform cooperatives in the grant of franchises and 

certificates of public; convenience and necessity in the 

operation of communications,, land, sea, or air passenger or 

cargo transport, waterworks systems, and such other .public 

utilities and services' requiring the grant of a franchise or 

certif icate of public con v e n i e n c e and n e c e ssi ty s hi a 11 b e 

granted for a period of not less .than ten (10) years 

renewable for the same periods, subject to such terms and 

conditions as the Authority man/ reasonably impose.

(2) Electric service agencies shall, upon request of 

agrarian reform cooperatives, immediately provide electric 

services to agrarian reform areas. If the electric 

service agencies concerned fails for .any reason to provide 

the services requested within a period of one (1) year from 

recei pt t h ereof , t h e a g r a r i a n r e form co o p e native c: o n c erned 

may provide the e1ectric services in the agrarian reform 

area directly through its own resources and shall continue 

to do so Linti-1 sgch time that the electric service agency 

concerned purchases al1 the investments made by the agrarian 

reform cooperative in the. electrification’ of the agrarian 

reform areas.

ARTICLE 85. Exclusi ve Channel of Economi c and Social 

Activity. - Subject to such reasonable terms and conditions
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as the Department at Agrarian Re-form and the Authority fuay 

impose, agrarian re-form cooperatives may be given the 

exclusive right to do any or all of the foil owing -for such 

periods as may be agreed upon among the members and by said 

agencies and the agrarian, re-form cooperatives concerned in 

agrarian resettlement-areas.

(1 ) S u p p 1 y a n d d i s t r i 1.;) u t i o n o -f c o n s 1.1 m e r , a q r i c u 11 u r a 1 , 

a q u a c u 11 u r a 1 , a n d i n d u is t r i a 1 g o o d s,, p r o d u c t i o n i n p u t sa n d 

raw materials and supplies, machinery, equipment, -facilities 

a n d o t h e r s e r v i c e s a n d r e q u i r e m e n t s o f t h e b e n e -f i c i a r i e s i n 

the agrarian re-form areas at reasonable prices;

(2) Marketing of the products and service-s of the 

bene-f iciaries on thie 1 oca 1 and f orei gn mar kets;

(3) Processing of 111e members’ prodacts into finished 

consumer or industrial goods for domestic consumption or -for 

export;

(4) Provision of essentia1 publie services at c ost 

. s I...I c h a s power, i r r i g a t i o n, p o t -a b 1 e w a t e i-, p a s s e n g e r a n d / o r 

c a r g o t r a h s p o r t a t i o n 1:3 y 1 a n d, s e a, or air, c o m m m uni cat i o n 

services, and pub 1 i c hea 11hi and med i ca 1 car e ser vi ces;

(5) Manag emen t, c onservation, and commercial 

deVe 1 opment of mari.no, forestry, minera 1, water, and other 

natural resources sub jbct .to -compliance wi th the 1 aws and 

regulations .on environmental and ecological controls;

(6) Pr o v i B i o n o -f f i n a n cial , t echnological, a n d o t h e r

services and -f a'ci 1 i t i es required by the ben e-f iciaries in

t

their dai1y lives and 1iveil hood-

T hi e G o v e r n m a n t s hi -a 11 p r o y 1 d e t h a n e c e s s a r y +1 n a n c i a 1

and techni ca 1 requi rernents di rec11 y to the agrari an ref orm

cooperatives to enable them to discharge effectively its 

authority and responsibility under this Article.
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SF:'ECIAL PROVISIONS ON PUBLIC SERVICE TYPES 

Qf. COOPERATIVES

ARTICLE 86. Coverage., - The provisions of this 

Chapter shall appl'/ only to cooperatives re rider i ng public 

services for which an exclusive franchise is granted or for 

which certificates of public convenience and necessity are 

issued such as, but. not limited to the following types of 

services:

(1 ) PDV'jer■ generation, transmi ssi on , and/or

d i s t r i b u t i o n . E1 e c t r i c c o o p e r a t i. v e s o r g a n i e d u n d e r t h e 

provisions of P.D. Mo. 269, as amended, shall be governed 

u n d e r t li i s Chap t e r ;

(2) Electric, ice p1 anto and co1d storage services;

■ (3) Communications services including telephone,

telegraph, and telecommunications;

(4) Land, sea, and air transportation cooperatives for 

passenger and/or car go.. Tr anspor t cooperat i ves or gani z ed 

under the provisions of Executive Order No. 898, series of 

1983, shall be governed by this Chapter;

(5) Public markets, slaughter houses and other similar 

services; and

(,6) bUC h .other types of public service as may be

engaged in. by any cooperative.

ART ICLE 37. Registration of Public. Servi c::e

Copper at.i_yes. -- No public service type of cooperative shall 

be registered as such unless the same;? satisfies the 

f o 11 ow i ng r eg u i r einen t s:

(1) That the public service 'cooperative carries the 

favorable endorsement of the government agency in charge of 

granting franchise or certificates of public convenience or
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nac:eB5:;i t y and r-equ 1 at i r^q ' cnini::jan i eengacic 1 :i. n si mi 1 ar put) 1 i c 

service activities;

(2) That the Articles o-f Incorporation and By-Laws o-f 

such cooperative? provide for membership therein by the users 

a n d / G r p r a d u c e r s o f t h e s e r v i c e s o f s u c h c o o p e r a t. i v e; a n d

(3) That it satisfies such other requirements as may 

be imposed by the other pertinent government agencies' 

concerned.

(4) In case there -are two (2) or more applicants

the same public service franchise,, other things being equal,, 

pre-ference' shou 1 d be • qi ven to cooperat i ves. '

ARTICLE 8(3. B2t!.y.i.sB.t.i.SQ. CJL BylllJ:..!! Service

C Q o p e r a t i v e s ■

<1) The administration and management of the internal 

affairs of public service cooperatives such as the rights 

and privileges of .• member’ship; systems and procedures for 

meetings of the General Assembly, board and committees; 

terms of ref erence f c)r the .a 1 ection and qual if ications of 

officers, directors, and committee members; allocation and 

distribution of sur'pl uses; and all other matters relating to 

the institutional character of such cooperatives shal1 be 

governed by this Code.

((2) Al 1 ' ma11 er.s , r e 1 at i nq to t ht : ranchiso or

certificate of public service cooperatives such as 

capitalization and investment requirements, equipment and 

f aci 1 i t i o s; f re q u encie s, r a t e - f i i n g, a n d s u c h o t h e r matte r s 

h a V i n g t o d o w i t h t e c h n i c a 1 o p e r a t i o n s o f s u c h c o o p e r a t i v e s 

shal1 be governed by 'the pertinent pub1ic service 1 aw and 

regulated by the Government public service agency concerned.

(3) The Authority and the Government public • service 

agency concerned shall jointly issue the necessary

i
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CHAPTE^R XII ■

S PEI Cl AL PROVISIONS RELATING TO COOPERATIVE BANKS

AF\1 ICLE 89. Governing Law_. “ Tlie special provisions 

under this Chapter ' sha 11 app 1 y on 1 y to cooperati ve banE-:s 

registered under this Code and the other provisions o-f . this 

Code shall apply to them only in so -far as they are not 

. inconsistent wi tIt tlie provi <bi cjns c:ontained in tItis Chapter. 

The term "Cooperative Ban!;" shall include "Cooperative Rural 

Banl;s. "

ARTICLE 90. Purposes. ~ (1) The purpose of

cooperative banks are to -facilitate the operation of 

cooperatives by furnishing credit for the cooperative 

movement at the national and local levels. (1) The 

C o o p e r a t i v e Ban k a t t h e n a t i. o n a 1 1 e v e 1 m a y:

(a) Carry on banking and credi't business for the 

cooperatives;

<b) Receive financial aid or loans from the? Government 

and t El e Central 13 an I-; of tlie l:::'!-ii 1 i ppi nes for and on belialf of 

the cooperative banks- and primar'/ cooperatives and their 

federations engaged in business and supervise the lending 

and collection of loains;

(o) Mobil i:-:e , savings for the benefit of the

Cooperative•Movement;

(d) Act as a balancing medium for the surplus funds of 

cooperatives arid their federations;.
j ‘

(e) Discount bills and promissory notes issued and 

d r a w n I:? y coop e r a t i v e s;

(f) Issue drixfts on demand to facilitate the

activities of cooperatives;

(g) Issue debentures with the approval of and under
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guarantees to be prescribed by t ri £conditions and 

Government;

(h) Borrow money -from other banks within the limit to 

be prascr- i b63d by thie C63n tra 1 Bank ;

(i) Supervise the lending and collection of -funds by 

t h e c o 63 p e r a t i v e b a n k s;

(J) Provide for the training o-f its emplo'/ees and o-f

the cooperatives; and

(k) Carry on all cthier pro jects as may b63 prescr i bed

by the Authority and/c3r the Central Bank„

(2) The local cooperatives banks may in addition to 

its -functions noted in clauses (a),, (c), <d) and (f) of sub--

section (1) o-f this Article may --

(a) Act as agents o-f the pr oposed cooper at i vee bank 

at the national levcel;

(b) Supervi se -the' lending and col lection o-f -funds 

borrowed by cooperatives;

(c) . 'Receive financial aid -from the Government and 

Central Bank of the Philippines through the cooperative 

bank at th63 national lev63l;

(d) Provide for the training of its employees and 

the employees of the cooperativesji

t (e) Carry on all other functions as may be?

prescribed by the-? Author it'/ and/or the Central Bank. 

ARTICLE 91. Registration. - No cooperative bank

shall he registered by the Authority unless the Articles of 

Incorporation and the By-Laws of such bank have been 

approved by the Central Bank of the Philippines and the 

coop6-3rat i e .bank sat i sf i e-s all reui reme?n163 f or r6-3g i stration 

as a cooperative. There may be registered one cooperati-ve 

bank at the national level to serve a 63 the central
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COD pel" at i ve tianl:. ■ Siric. e cx coDfiier'ati v'e* banl-! cJea la wi. th 

certain peculiarities, the registration o-f the cooperative 

bank can only be e-f-fective i -f conditions concerning the 

•f i n a n c i a 1 r e q u i r e n\ e n t s o -f t h e o r g a n i z a t i o n c: a n Id e 

satisfactorily met in accordance with the? regulations of the 

Central Bank.

AFiTICLE 92. ”• Membership of cooperative

b an ks shal1 in clude on1y c oop eratives, federation s ot

cooper atives, and those cooperatives who join in the 

Articles of Incorporation of the cooperative bank and 

c o o p e r a t i V e s, fed e r a t ions of c o o p r a t i v e s ad mi 11 e d t o 

membership by the board of directors of • such bank after 

registration. The principle of allowing members to have 

limited voting rights in cooperatives against the corporate 

practice of voting based on share holdings.shal1 be observed.

ARTICLE 93. Eioard o-f Pi rectors. - The number, 

composition, and voting rights of the board of directors 

shall be defined by the .bank-’s Articles of Incorporati on and 

By-laws, notwithstanding provisions of this Code to -the 

contrary.

article 94. Loans. - Only the cooperatives 

affiliated, not its individual members, can transact loans 

from a,cooperatiye bank. All loans which shall be granted by 

the cooperative banks to the a-f-fi liated .cooperatives shal 1 

be for short, intermediate, and long terms which shall be 

brought to the. notice of the Central Bank of the' 

Philippines.

ARTICLE 95. Regulation. - The Cooperative banks 

registered under this Code shall submit to the regulation of 

the Authority in respect of its internal administration and 

management. The Central Bank together with the Authority
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cl n d t. i i 0 c: D o p e r a t i v e m p v e m e n t. s h a 11 -f o r m ul ate g u i d e 1 i n e s t o 

r e g u 1 a t e b a n k i n g t r a n s a c t. i o n s a n d a p e r a t i o n s ' o f c a a p e r a t i v e 

banks.

ARTICLE 96. Cari i t a 1 i a at i on. -• (1) The national

cooperative bank shall have an authorised capital of not 

less than One Hundred Million Pesos < P100,000,000.00) 

di Vi ded into shares o-f one thousand pesos (P] , 000. 00) par 

value each..

(2) Each regional cooperative bank shall have an 

initial authorised capital of not less than ten million 

pesos (PI 0,000,000.00) divided into shares of one thousand 

pesos (PI,000.00) par value each,

ARTICLE 97. Pi sti" i but ion of Savings. -• The provisions 

of this Code on the allocation and distribution of savings 

shall apply.

ARTICLE 98. Privileges. —■ In addition to the. 

p r i V i 1 e g e s g r n t e d t o c o o p e rati v e s u n d e r this- Code, 

cooperative banks shall have ..the following privileges;

(1) The cooperative banks registered under this Code

shall be given the same privilege granted to the. rural

banks, private development banks, commercial banks, and al1 

other banks under the ban I-:: i ng 1 aws i nc 1 ud i ng the r i gh t to 

rediscount notes with,the Central Bank, the Land Bank of the 

P h ili p p i n e s ■, .and o t h e r G o v e r n m e n t b a n k s w i t h o u t a f f e c t i n g i n 

any way the provisions of this Code, and

(2) To act/as a depositary of .Government funds. For

/

thi s purpoSB, all Government .departments, agenci es and uni t s 

of the national -and local Governments, including Government 

D w n e d a n d c o n t rolled 'corpo r a t i o n s a r e |-1 e r e b y a uth o r i z e d to

d e p a s i t 111 e i r f i.i n d si in .a n y c q op o i- a t i v e b an k .
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1 CHAF'TER XIII   SPECIAL PFIDVISI QMS RELAJIHC

2 IQ C.Rj;::D,I,I C Q 0 f; G RATI V ES

3 ARTICLE 99. Coverage. - This chapter shall apply only

4 to Credit Cooperatives and the rest of the provisions of

5 this Code shall apply to them insofar.as the same are not

6 inconsistent with tlte provision of this Ciiapter.

7 ARTICLE 100. Credit Cooperative. - The term "Credit.

8 CoopEM'"at i ve" s hi a 11 me-?ari a cooperative financial organization

9 o w n e d a h d o p e? r a t e d o n a "no t—f o r" ~ p r a f i t " i;3 £\ e5 i -s b y i t s

10 members according to democractic principles, with the

11 objectives of encouraging savings among their members,

12 creating a pool of such savings from which loans for

13 productive or provident purposes may be granted to them, and

14 providing re 1 ated ser vi ces to enab 1 e suchi members to

15 maximise the benefits from such loans. The term includes

16 credit cooperatives that operate as credit unions.

•17 ARTICLE 101. Operating Principles. - In addition to

18 the general concepts and. principles on cooperatives

19 contained in Chapter I of this Code, Credit Cooperatives

20 shall be governed by the following principles:

21 (1) Democratic Structure.

22 (a) Open and. Voluntary Membershi p. - Membership

23 i'n a credit- cooperative shall be voluntary and open to

24 all within the accepted common bond association • that

25 can make use of its services and are willing to accept

26 the corresponding responsibilities.
/

27 (b) Democrat i c Control . -- Credit cooperative

28 members shall enjoy equal rights to'vote (one member,

29 one vote) and participate in decisions affecting the

30 credit cooperative, without regard to the amount of

31 savings or deposits or the volume of business. Voting
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cooperative is autonomous,

in credit cooperative support organizations or

associations may. be proportional or rapresentational,, 

in keeping with democratic principles.■ The credit

within the framework of law 

and regulation, recognizing the credit cooperative as a 

cooperative enterprise serving,, and controlled by, its 

members. Credit cooperative elective officers are 

V o 1 u n t e e r s a n d s h o u 1 d n o t r e c o i v e s a 1 a r i e s.

(c) Non-Piscrimi nation. Credit Cooperatives

shall ■ be non-.discriminatory in respect of race, 

.nationality, se>;, religion and politics.

(2) Servic’e to Members.

(a) Service to Members. Credit cooperative 

services shall be directed to improve the economic and 

social well-being of all members.

(b) Distribution- to Members. To encourage thrift 

through savings and thus to provide 1 pans and other 

member services, a fair rate of interest shall be paid 

on saVings a11d rioposits, within the capabi1ity of the 

eradit cooperative. ■ The surplus, arising out of the 

operations of the credit cooperative after ensuring 

appropriate reserve levels and after payment to limited 

di'v'idends on 'permanent equity capital where it exists, 

belongs to and benefits -all ffienibers with no. member or 

group of members benefiting to the detriment of others. 

This surplus may be distributed .ainong members in 

prDpCli'-1 i Dn tD t.e:i. r 11--ansac; Li orij;; with the credi t 

cooperative as interest or patronage . refunds, or 

directed to imprbved or additiona1 services required by 

the members.

(c) Building Financial Stabi1itv. - The prime
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concern of the credit cooperative shal1 be to build 

financial strength, including adequate reserves and 

inter na1 contro1s that vn 11 ensure effective and 

continned service ta members.

(3) Social Concorn­

ea) 0n--Goina Educati on. ' A credit cooperative 

shall actively promote the education of their members, 

officers, and employees along with the public in 

general, in economic, social, democratic and mutual 

I'lelp principles of credi t cooperati ves. The promotion 

of thrift and the wise use of credit, as well as 

education on t he rights and responsibilities of

members, are essential to the'dual social and economic 

character of credit cooperatives in serving the needs 

of their members and shal1, therefore, be the prime 

concern of credit cooperatives.

(b) Cooperation among Cooperatives. In keeping 

with their phi 1 csophy..and the pooling practices 'of 

cooperatives, credit unions within • their capabi1ity 

may actively cooperate with other credit unions, 

cooperatives and their associations at local,, national, 

and international levels in order to best serve the 

interests of their, metnbers and their communities.

(c ) Socia] Cliiiionsj. biJ, ;i t,v, Cr-edit cooperat i ves 

shal1 bring about human and social developmen t.

Decisi'ons' shall be taken with full regard for the 

interest t:if tlie broader comfriunity within which tiie 

credit cooperative and its members reside. The credit 

cooperative is ideal to extend service to all who need 

and can use it. Every person is either a member or a 

otential member and appropr.i ately part of the credit
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1 cooperative sphere of interest and concern.

2 ARTICLE 102- Organization and Registration. - Credit

3 cooperatives shall be organized and registered in accordance

4 with the general provisions of this Code,

b AF^I ICLE 103., Support Proanizations. Credit

6 _ cooperatives may organize chapters, leagues, and federations

7 for the purpose of providing commonly needed essential

5 ser V i ces j. n c 1 ud i n g b ut n ot 1 i m i t ed t. o t he f o 11 ow i n g;

9 1) Interlending of surplus funds:;

10 2) M u t u a 1 B e n e f ;i. t s j

11 3) Deposit Guarantee;

12 4) • I3ondinq;

13 5) E d u c a t i D n a n d T r a i n i n ci;

14 6) Professiona1 and Technica1 Assistance;

15 7) Research and Dava1opment;

16 8) Representation; and

17 9) Other services needed to improve their

10 performance.

19 Existing support organizations such as federations of

2 0 c r e d i t c o a p e r a t i v e s, c r e d i t c o o p e :■ • a t i v e s a t t h e p r o v i n c i a 1

21 regional and national levels may continue as such under this

22 Code. ■

23 AR'TICLE 104. . Prohibi ti on. ~ The term "Credit

24 Cooperative" .shall be used exclusively by those who are duly

25 registered under this Chapter, and no person or group of

26 persons, or org£ihizations shall use the said term unless 
' /

/

2 7 d u 1 y r e g i s t e r s d h e r e i n -

28 CHAPTEI7 X IV

39 I1ISCQ-.LAME0US PR.DVIS,1DImS

30 ARTICLE 105, Comol iance wi..th, other laws* ~ (1 ) The

31 Labor Code and all ether labor' laws shall apply to all
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(2? The Social Security Act., the Medical Care Act, and 

all D tiler social legislations shall apply to all 

cooperatives and caoperative corporations;

(3) All other 1 aws and eeci-it i ve order s app 1 i c ab le t d 

cooperatives duly registered under this Code.

ARTICLE 106. Register of Cooperatives. - The 

Authority shall establish a Register which shall contain a 

chronological entry of the name, of every cooperative 

registered or dissolved under this Code -together with basic 

information required for registration or dissolution and 

any other information.considered useful. The Authority 

shall publish every year -a list of cooperatives in 

existence, under dissolution and whose registration is 

cancelled during the year together with such information on 

each of them as may be prescribed in the. regulations.

ARTICLE 107. Acts Done in Goc-jd Faith. - (1) No act of 

a cooperative or board or committee or of any officer •done 

in good faith in the course of the business of the 

cooperative shal1 be deemed to be invalid by reason' only of 

somo defect subsequent1y discovered in the registration of 

the cooperative or in the convening of the General Assembly, 

board , or commi't,t ee, or■ i n the appoi ntment or elect! on of 

directors, committee membersor officer or on the qround 

that such person was disqualified for hi s appointment.

(2) No act.done in good faith by a. person appointed

/

under this Code shall be invalid by reason only of the fact 

that his appointment lias been cancelled by ’ or in consequence 

of any or'cler subsequently issued under this Code.

(3) The Courts shall decide wliether any act done was 

in qDod faith under this Section.
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ARTICLE 108. Sett 1 efnent o-f Dispute's. ~ Disputes among 

or between members, o-fficers, directors, and/or committee 

members in a cooperative, shall be settled where possible, 

by the General Assembly or where otherwise, by a 

conci 1 iation/mediation/arbi tration panel composed o-f at 

least three (3) disinterested persons, pre-f erably o-f-f icers of 

its umbrella cooperative organisation. Should such 

conci1iation/mediation/arbitration proceeding , fail, the 

matter shall be referred to the Authority. The By-Laws or 

the General Assembly niay provide for the rules of proredur e 

to govern the internal settlement proceedings.

AI/TICl.E 109. Aippeal s and Reyi si dqb p;f_ Orders. -■ (1)

Within 'thirty (30) days from no-Lice of an order issued by 

the Authority in a proceeding under this Code, any person 

aggrieved thereby may obtain a review of such order to the 

court of campetent .j ur i sd i c t i on. LJpon such pet i t i on f or

review the Court shall have the power to affirm, modify, or

set aside, in whole or in part, any order appealed from;

(2) The Authority may at any time review, revise, 

modify or revoke • any order issued . by it prior to

commencement of the judicial review in subsection (1)' 

hereof, Provided. That, before any order is made under 

sub sec-i'. ions (1) .or (2) the Authority shall afford to any 

person, likely to be affected adversely by such order, an

opportuni ty to bo iieard .

CliAF'TER X 9

E.Il::!£lU EBQ9IS.I0WS

ARTICLE 110. F«:et.iul ati ons. - (1) The Authority

concerned with registration and regulation of cooperatives 

maV' i ssue regu 1 at i on 13 to i mp 1 ement the provi si ons of this 

Code.
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(2) Mo requl at. i on ohal 1 bo issufsci nor become effective 

under -chis Code un 1 ess the f o 11 owi ncj requirements are 

present:

(a) F'ublic announcements on the intention to 

issue regulations describing the subject matter to be 

dealt with ■attaching a copy of the proposed 

regulationsi nvi t i ng the pub 1 i c to make knawn their 

ViBws thereon and subnli t posi tions in respect thereof . 

The announcement shall I 

newspaper of national gener; 

a w G e k f (.:) r -four' (4) c cd n rii e i 

intended date of commencer 

thGi"eon j specify! ng tl-ie d; 

pLibl i heari no „

sessions have been made available

, (c) The proposed r-ecii

by a metnoi'andin of just i f i c

t. h e I” e D f w h i c: h f j hi a. 11 i n c;; 1 u d e

t hereto rthe reas o n s f o r 
/

/

epected resu 11s Lheref rom.

publ i shed in a ri ally

c i r c Li 1 ation at 1 east once

live weleks prior to t hi G

it of t. he pLibli c hea.ri ng

time' and plac G of the

;hal 1 be conducted at t. hi e

a n c CD opera t i v e s and the

uly recorded. MinuteS' of

! made •aval 1abl e to the

hearin g may be i 1 e 1 d i n

a t n CD session shal 1 be

■s of a 11 other prev i ous

,b 1 e.

t i ons shall be suppor tecJ

ion for every provi si CDn

tation c:)f tl'ie 1 egal b ases

such provi si CDn and the

.1 1 be rescommended by the

1 a t D. n Cj c oDp er at i ves and

Presi cient,, and t h e same

days after p Libl i cat i CDn
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thereof in a national newspaper of general circulation.

ARTICLE 111, Penal. Provi si ons, -• The -following acts 

or omissions affecting cooperatives or cooperative 

corporations are hereby prohibiteds

(1) The use of the word "cooperative" by any persori or

group of persons or organization, domestic or foreign unless 

d u 1 y r e g i s t e r e d a s a c o o p e r a t i v e o r c o o p e r a t i v e c o r p o r a t i o n

under this Code, without prejudice to vested rights. In

case of violation hereof., the violator shall,, upon 

conVi ct i on , suf f er t.he pena 11y of i mpr i sonment f or one (1 ) 

year and a fine of one thousand (PI,000.00) pesos, or both 

i n the d i sc ret i o n o -f t i' i e c;: o l.i r t.

(2) D i r e c t o r i n d i i- e c h i i"i't e i- -f e r e n c e o r inter v s n't i so n 1:,-) y

a n V' p u b 1 i c official o r e m p 1 o y e e? c o n n e c t e d w i t l i a n y 

government department or agency or of fice registering or

regulating cooperatives, into the internal affairs of

cooperatives such as, but not 1imited to the fo11owing:

(a) I rif 1 uen c i rig -bhi e e? 1 ec t i on , or ap p ointment of 

officers, directors, committee members and employees 

through p ub1ic or privat e endorsement or campaig n f or 

or against any person oi- group of persons;

(b) Requiring prior clearance for any policies 

o r d ecisi o n* within t h e c o o p e r a t i v e o r c o op e r a t i v e 

corporation eijcept in cases whs?re government financing

-is involved in which case such clearance shall be on a

contractual has^ s;
/

/

(c) Requesting or demanding for the creation of 

positions or organizational units, or recommending any 

person for appointment, transfer, or removal from his 

position; or

(d) Any other acts inimical or adverse to the

il'S
1



c,A.
\ o

/pago 67

6

8

10

11

12

13

14

15

16 

17 

10

19

20

'^1 j— J.

24

26

27

28

31

a u t D n o (11 y a n c! i n cl e p e n ci e n c; e o -f c o o p e r a t i v 0 0.

In case o-f vi ol at i on of any provi si on o f this 

subsection, the violator shall, upon conviction by a court, 

su-f-fer a penal ty of not 1 ess than one (1 ) year but not more 

than fives (5) years i rnpr i sonment or a fine in the amount of 

not . less than five thousand (P5,, 000.00) pesos, or both in 

t h e discretion of t he C cj urt,

(3) Any violation of any provision of this Code for 

whi ch no pena 11y i s i mpobecl bhall be puni shed by 

i mpr- i sonmen t of not 1 ess t i'ian n;i (6) mon tiis nor' mC3r e t han 

one (1) year and a fine of not less than one thousand 

(PI,000.00) pesos, or both in the discretion of the Court.

ARTICLE 112. Printing and Distribution. -■ (1) The

Government Printing Office shall publish this Code in the 

Official Gaze 11 e in f ul 1 w i t h i n s i t y C 6 0) d a y s f r o m t h 0 

date of approval thereof. Copies of this Code shall be 

given to every departrnant, agency and i nstrumenta 1 i ty of the 

national Government, including regional, provincial offices 

and local Governments including Government owned and 

cantrol 1 C'Cl corpor• at i ons.

(2) All duly r e gist e r ed cooper atives and t h eir

federations, unions, and associations, and cooperative

corporations shall be given one (1) copy each at cost.

Thereafter, eve ry n ew1y r egistered c oop erative or

cooperative corporation shal1 be issued at cost a copy of

t h i s C ode- a n d t h e r e g u 1 ati on s p r o m u 1 g a ted t h ereo n' t o g e t h e r 
/

with its certificate of registration.

ARTICLE 113., A&Jiropriations. -• (1)' There is hereby 

appropriated out of f unds in the National Treasury not 

other wi se ap pr opr i at ed , the surn of FIVE M11-L10N 

PESDB (P5,000,000.00) for• tho fol1owing purposes:

311 1
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1 (a) fa defray the cost of printinq

2 ancJ d i st r i b uti on of t h a Coap er at i ve

Code at cost. F::,7is 500, OCiO. 00

/1- (b) To finance the cost' of edu--

5 cat, i onal campai gns -and semi nar s on

6 the proVisions af the Code 2,500,000.00

7 TOTAL P5,000,000.00

8 ■ ARTICLE 114. Interpretation and Construction. -■ In

9 case of doubt as to the meaning of any provision of this

10 Code or the regulations issued in pursuance thereof, the

11 same shall be reesolved liberally in favor of the

12 cooperatives or coopera kive corparations.

13 ARTICLE 115. Repeals. Presidential Decree Mo. 175,

14 as amended, Presidential Decree Mo. 269, as amended,

15 Presidential Deeree Na775, as amended , Eecuti ve 0rder No.

16 898, s. 1983, Letter of Implementation Mo. 7, Letter of

17 Imp1ement ation Mo, 23, as amended, and a11 at h er Act s ar

18 parts thereof. Decrees, Executive Orders, General Orders,

19 Letters of Imp1ementation, Le 11 er s of In s truction,

20 Administrative Orders or other Government issuances

21 inconsistent with any of the provisions of this Cods are

2 2 h e r e b y r e p e a 1 e d.

23 ARTICLE 116. • Separabi1itv. Should any part of this

24 Code be -declared u ncon stit utiona1, t he rest of t h e

2 5 p r o V i s i o n s s h a 11 n o t b e a -f -f e c t e d t h e r e b y.

26 ARTICLE 1171 Ef f ecti vitv. This Code shall take/

27 effect fifteen (15) days f r orn its publ i c at i on i n a newspaper

28 of genera1 circu1 ation.

29 Approved.

1

/f e


