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BXPLANATORY NOTB

Strictly speaking, we have no General Cooperative Law which regu-
lates the organization and operation of consumers, service, and induge-
trial cooperatives except Actas Nos, 2508 and 3425, providing for the ore
ganization and supervision of the agricultural credit cooperative aasso-
clations and the cooperative marketing assoclations, respectively, the
latter type being now under the Agricultural Credit and Cooperative
Financing Administration, by virtue of Republic Act No, 821, While Com-
monwealth Act No, 565 authorizes the organization of all kinds of coop-
erative associations other than rural agricultural credit cooperative
assoclations and cooperative marketing associations, yet by virtue of
the provisions of Section/4 thereof, the provisions of Acts No, 2508
and 3425 which are only for agricultural credit cooperatives and far-
merg cooperative marleting associations, respectively, are mads appli-
cable to consumers and other type of cooperatives, It is here empha~-
sized that agricultural credit.and marketing cooperatives are very dif-
ferent and dlstinct from the consumers and other groups in the nature
of their oporations and purposes, So that by applying to the consumers,
gservice,and Industrial groups the provisions of the law intended to
rogulate specifically the agriocultural credit and market cooperatives,
it was found that most of the provisions of Acts Nos, 2508 and 3425 are
not suited to the consumers type, Hence, difficulty and confusion are
encountered in the appllcation of these laws to the consumers groups,
Tje intention of the attached billl is precisely to correct this anoma-
lous situation by providing in conerete form sultabls rulss containing
generally the cooperative principles applicable to all types of coop-

- erative associations, :

.

In other words, the attached bill as its nams indicates, will,
if enacted into law, be the Gemeral Cooperative Act of the Philippines
which embraces the general provisions universally accepted as appli-
cable to all kinds of coopsratives, The only exceptions would be those .
specific type of cooperative associations which, although using the
same cooperative principles as embodied in the proposed bill, are re-
gulated by special laws,

The enactmont into law of the proposed bill is thersfore gtrong-
1y recommended to avoid difficulty and confusion presently encountered
in the application of our old laws to other types of coopearatives not
covered by Acta Noa, 2508 and 3425, and Republic Act No, 821 and to
provide a simple, clear and easlly accessible general cooperative law,
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AN ACT
TO PROVIDE FOR THE ORGANIZATION AND REGULATION OF
COOPERATIVE ASSOCIATIONS AND FOR OTHER PURPOSES

SBCTION 1, This Act ghall be known and maybe cited as the
"Genoral Cooperative Act of the Philippines,!

SEC, 2, Definition, = In this Aet the meaning of the follow-
ing terms shall bes .

a) "Association" means a voluntary and non-profit organiza-
tion formed in accordance with this Act for the purposs of meeting

~ their common needs by mitual action, ‘democratic control and share

in the economlic returns on the basis of participation,

b) "Member® means not only a member in a non-stock associa-
tion but also a member in a stock assoclation,

¢) "Net savings" means the total income of an agsociation
pinus the cost of opei'ation.

d) "Patronage refund! or "gavings return" means the amount
returned to | the patrons in proportion to their patronage,

8) "Cooperative basis" as applied to any organization refer-
red to in this Aot, means (1) that each member has only one vote
in splite of the number of shares held by him, (2) that the maxi-
mun rate at which any return is paid on share or membership capital
1s limited to not more than six per centum per anmum and (3) that
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the net savings, after payment, if any, of sald limited return on
capital and the reserve fund is distributed to the members in
proportion to their patronage.

(£) "Administration" means the Cooperatives Administration
Office. | |
| (g) "Adminigtrator" refers to the Administrator of the Co-
operatives Administration Office, |

(h) "Pederation® refers to the Fhilippine Federation of Co=-
operative Agsociations,

SEC, 3. -Hao mav Incorporate; Articles of Ipcorporation. -
Any fifteen or more natural persons, all residents and citizens
of the Philippines may orgamze a cooperative association ‘in ac~
eordance with this Act, by preparing a set of articles of incor-
poration in duplicate duly signed by the incorporators and acknow-
ledgedbefore gsome officer competent to #dmihisber oath, which
should be presented to the Administrator for approval,

Within the limitations of this Act, the articles of incor-
poration shall contains

a) The corporate name of the association in which the word
feooperative” shall be included,

b) The purposes.

c) The place or location where its principal office will be
established or located which place mist be within the Fhilippines,

d) The term which it is to exist not exceeding £ifty years,

e) The names and addresses of incorporators,

£) The names and addresses of directors who are to serve as
such for the first year or until their successors are duly elected
and qualified,

If organized with stock, a statement of the amount of autho-
rized capital in Fhilippine currency, and the rumber of shares |
into which it is divided and the par value thereof,

If organized with capital stock, the amount of capital stock

aetually subscribed, the names and residences of persons subscribing;
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the amount subseribed by each and the sum paid by each on his sub-
scription, The capital stock maybe divided into preferred and com-
mon stock, If so divided, the articles of incorporation must com-
tain a statement of the number of shares or stocks to which pre=~
ference is gfanted, the nature and definite extent of the prefer-
ences and privileges granted to each and the manner of redeeming
or retiring such shares of preferred stock,

If organized without capital stock, whether the property
rights and interest of its members ghall be equel or unequal, the
geperal rule or rules applicable to all members by which the pro-
perty rights and interest, respectively, of each member may and
shall be determined and fixed, and provisions for the admlssion of
nev members who shall be entitled to share in the property in dis-
solution with the 0ld membership in accordance with such rule or
rules, ‘

g) The name of the treasurer elected by the incorporators or
subscribers who is authorized to receive for the association and to
accept in its name for all subscription paid in by said subscribers,

The articles may also contain any other provision not incon-
sistent with law or with this Act, for the conduct of the assocla-
tion's affairs,

SEC, 4. Purposes. = An assoclation may bé incorporatedbunder
this Act to engage in any one or more lawful mode or modes of ac-
quiring, producing, bullding, operating, manufacturing, furnishing,
exchanging, or distributing any type or types of property, commodi-
ties, goods, or services for the primary and mutual benefit of the
members of the association as ultimate consumers.

SEC, 5. Powersg. 9 An associlation organized under this Act
shall have the following poweg;:

a) To make contracts,

' b) To sue and to be sued,
¢) To adopt and use*a common seai and alter the same at

pleasure,
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d) To acquire, own,hold, sell, pledge, mortgege, or other-
wise dlspose of any property incident to its purposes and acti-
vities,

e) To own and hold membership in and share capital of other
agsociations and any type of bonds or obligations of the govern-
ment of the Philippines; and while the owner thereof, to exercise
the rights of- ownership, |

£) To borrow money, contract debts, and make contracts, in-
cluding agreerents of mitual aild of federations with other assocla-
tions other groups organized on the cooperative basgis, _

g) To exsrcise all powers not inconsistent with this act which
maybe necessary, convenient, or expedient for the accomplishment of
its purposes, and, to that end, the foregoing enumeration of powers
shall not be deemed exclusive,

SEC. 6, Reglstration of the Articlos of Incorporation and
Bvlaws, - The articles of incorporation and bylaws shall be sub=
mitted to the Administrator for his approval, If he finds them
to be in accordance with law he shall register them and issue the
corresponding certificate of reglstration upon the payment of re-
gistration fees, .

After the issuance of the certificate of registration, the
assoch:ioh shall become a body _éorporate and as such, subject to
the limitatlons herein contained, shall be vested with all the
powers and charged with all liabilities conferred and 1mposed by
this Act upon association organized hereunder,

SEC, 7. Amendments of the Articles of Incorporation, - The
articles of incorporation meybe altered or amﬁded at any regular
or special meeting held for that purpose, An amendment mist be
approved by the majority vote of the members of the association
constituting a quorum, If on the date spmified to consider any
amendment to the articles of incorporation there is no quoxrumn,
the members present, provided their number is not less than fifteen,
mey proceed with the meeting and consider the proposed amendments
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£) Penalties for violation of the bylaws. '

g) The various discretionary provisions of this Act as well
as other provislons incident to the purposes and activities of
the assoclation, -

SBC, 11, Registration Feeg, - Each association incorporated
undexr this Act, with or without capital stock, shall pay to the
Administration the. following registration fees:

a) For f£iling articles of incorporation, E15.00.

b) For £iling aremdments to articles of incorporation, B5,00,

¢) Tor filing bylaws, £2,00,

d) For £iling amendmnts to bylaws, F1,00 )

886,12, e F Y, S g, -
The fiscal year of each association sh;all end on December 31,
Regular meetings of mermbers shall be held during the month of the
following J anuary and at such time and place as its bylaws shall
prescribe., Special meetings maybe held in the manner indicated
in the bylaws,

SEC. 13. lNotlce of Meaetings., - The secretary shall give
notice of the time and place of meetings, either regular or
special, including meetings by units as hereinafter provided to
each member at his last known address not less than fifteen days
in advance of the date of the meeting specified in the notice,

In case of specilal meeting the notice shall specify the purpose
for which such meeting is called,

S2C. 14, Meotings by Um,‘;ga of the Manberg, - The bylaws may
provide for the holding of meetings by units of the membership
and may provide for 'a method of transmitting the votes they cast
to the central meeting, or for a method of representation by the
election of delegates to the central meeting; or a combination of
both such methods, .

SEC. 15, Quorum. - One-l.lalf plus one of the members entitled
to vote shall constitute a quorum but if a quorum is not present

on the date fixed in the call and the number of members présent
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is not less than fifteen, the members present therein may pro-
ceed with the transa.ction of:’1tHe ‘business of the association forb
which it is called: Provided, that no resolution acted upbn
therein shall be valid until same has been duly approved by the
Administration, to whom a copy of the minutes certified to by the
Secretary of the assoclation, had been submitted within ten days
fron the date the sald general meeting was held, Provided, fur-
ther, that 1f the association has adopted the sys tem of voting
by mail as provided in Sections 17 and 18, then the votes cast
by mail shall be considered in determining the quforum provided
herein,

SEC, 16, Ope-Merber-Ope-Vote; No Proxv. - Bach member of
an association shall have one and énly oné vote,

No voting agreemsnt or other device to evade the one-rember-
one~vote rule shall be enforceable at law orequity,

No member shall be permitted to vote by proxy.

SEC, \4’ Voting by Mail. - The bylaws may provide for eithex
or both of the following types of voting by mail: (a) That the
secretary shall send to the members a copy of any proposal sche-
duled to be offered at a meeting, together with the notice of
said meeting, and that the mail votes cast by the members shall
be counted together with those cast at the meeting if such mail
votes are returned to the association within a specified muber
of days; (b) that the secretary shall send to any member absent
fron a meeting an exact copy of the lproposal ‘acted upon at the
meeting, and that the mail vote of the member upon such proposal.,
if returned within a specified number of days, shall be counted

' together with the votes cast at the said meeting,

SEC, 18, 4 f Votine P 4n A f
Votine by Mail. - If an asséciation has provided for voting by

mail, any provision of this Act referring to votes cast by the
menbers shall be construed to include the votes cast by mail,
SEC, 19, tio t P
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Voting of Delegates., - If an assoclation has provided for voting
by delegates any provision of this Act referring to votes cast

by the members shall apply to wotes cast by the delegates; but
this shall not permit delegates to vote by mail,

S5C, 20, Directorg. - An association shall be managed by a
board of directors of not less than five nor more than eleven,
who shall be elected for a term fixed in the bylaws not to ex-.
ceed three years, by and from the members of the assoclation and
shall hold office until thelr successors are elected and have
qualified or until removed. Vacancies in the board of directors,
otherwise than by removal or expiration of term, shall be filled
by the remaining members of the board, The bylaws may provide
for a method of apportioning the number of directors among the
units into which the association may be divided, and for the
election of directors by their respec;tive units to which they
are apportioned, 4

Meetings of directors shall be h_eld at least once a month
or oftener as maybe provided in the bylaws,

SEC, 21, Offjcers. - The officers of an association shall
include afaresident, one or more vice-presidents, a secretary
and treasurer, or a secretary-:treasurer, The officers shall be
elected anmually by the directors unless the bylaws otherwise
provide, The president, and at least one vice~president must be
directors but no other officer need be a director,

SEC. 22, ‘Removal of Directors and Officers, - A director or
officer maybe removed for cause by a vote of two-thirds of the
members voting at a regular or special meeting, The director
or officer involved shall have an opportunity to be heard at
said meeting and he mst be furnished a copy of the charge
against him five days before the meeting, 4 vacancy caused by
such removal shall be filled by the remaini;ng members of the

board,

SEC, 23, Lisbility of Directora, - The directors shall be
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Jointly and severally lisble for any transaction made in viole-
tion of law, the articles of incorporation, the bylaws, the re-
golutions of the assembly of shareholders or members, or the
rules and regulations promulgated for the purpose except those
who entered a protest at ‘the time when such transaction was
acted upon, 4

SEC. 24. Compensatilon; Bopug, - The members of the Board
of ‘Directors as such shall receive 1o compensation except that
they shall be reimbursed for actual and necessary expenses in-
curred during meétings or conferences attended..

The general manager and treasuver shall receive compensation
which' shall be determined by the members of the association,
Salaries of minor employees of the association shall be deter-

. mined and fixed by the board of directors.

In lieu of salarles of the manager and the treasurer as herein
provided, bonuses at the end of every six months or year, at the

option of the recipients, maybe given thenm by the members of the
B

-

fixed by the Board of Directors,

agsoclation, “onuses for minor employees shall be determined and

In no cass sghall ﬂle tota} amount for salaries or bomuses
exceeds twenty-five per centum of the gross profits realized by
the agsociation during the year.

Within thirty days from the begimning of the fiscal year the
Board of Directors shall submit an annual budget to the Adninistra-
tor covering expenses of the association for salmriss and sundries
for his approval,

SEC, 25, Referendum. - The bylaws may provide that within a
speclfied period of timé any action talen by the directors must
be refefred to the members for approval or disapproval if demanded
by a petition of at least ten per centum of all the m;mbers or by
a vols of at least a majority of the directors: Provided, 'however,
that the rights of sald parties which have wested betﬁeen the time

of such action and such referendum shall not be impaired thereby,

3
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SEC, 26, Linitations upon the Returns of Capitals - The
returns or dividends on capital shall not exceed six per centum
per anmum upon the sald pald-up capital and shall be non-cumlative,
Total returns upon capital distributed for any single poriod
shall not exceed fifty per centum of.the net savings for that perlod,
SEC, 27. Zlieibility in Aduisslon to Memberghip. - Any
natural person, oi' agsoclation organized on a cooperative basis
shall be eligible for membership in an assoclation organized un-
der this Act if it has met the qualifications for eligibility as
provided in the bylaws and shall be deemed a member upon payment
in full for the i)a.r value of ome share or the minimum émount of
membership capital stated in the bylaws and the payment of entrance

fea,

SEC, 28,

Qmm,. ~ No certificate for share or membership capital shall
be . issued until the par valus thereof has been paid for-in full,
There shall be printed upon each certificate issued by an associa-
tion a full and condensed statement of the requirements of Sece
tions 16 and 29, . _

SBC, 9. L s W -
If a member desires to withdraw from the association or dispose
of any or all of his holdings therein, the directors shall have the
power to purchase suc}‘:‘holdings by paying hih the par walue of any
or all of the holdings-offered, The directors shall then reissue
or cancel the same, _

If the asgoclation fails within sb_cty days of the original
offer, to purchase all or any part of the holdings offered, the
member may dispose of the unpurchased interest elgewhere sub-

Ject to the approval of the transferee by a majority vote of
the directors. 4ny would-be transferee not approved by the
directors may apﬁeal to the members at their first regular or
special meeting thereafter and the action of the meeting shall
be final, If such transferee is not approved, the director
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shall exercise their power to purchase, if and when such pur-
chase- can be made without jeopardizing the solvency of the
association, |

SBC, 30, Shares and Mombership Certificates; Recall. -

The bylaws may give the directors the power to use their reserve
funds to recall, at par valus, the holdings of any member in ex-
cess of the amount requisite for membership; and may also provide
that if any member has failed to patronize the association during
a period_of time gpecified in the bylaws, the directors may use
their reserve fund to recall all his holdings and thereupon he
shall cease to be a member of the association, %hen so recalled,
such certificates of share or membership capital; shall either
be reissued or cancelled,

$EC, 31, Share and Merbership Gertificate; Attachuent. -
The holdings of any member of an association to the extent of the
minimm amount necessary for membership but not to exceed B500
shall be exempt from attachment, execution, or garnishment for
the debts of the owner. If any holding in excess of this amount
is subject to such liability, the directors of the association
may either admit the purchaser thereof to membership or may pur-
chase from him such holding at par value,

S8C, 32, Ligbility of Memberg, - Members shall not be
jointly or severally liable for any debts of the association nor
shall they be so 1iable except to the extent of the unpaid am-
ount on the shares or membership certificates subscribed by them,
No member shall be released from such liability by reason of any
assignment of his interest in the shares or membership certifi-
cate, but shall remain jointly and severally liable with the
assignee until the shares or certificates are fully paid up, ex-
cept when the assignee assumes the full 1liability to the satige
faction of the board of directors,

SEC, 33, Expulsion. A member may be expelled by the vote
of a majority of the members voting at a regular or special meeting,
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The member against whon the charges are to be preferred shall

be informed thereof in writing at least five days in advance of

“the meeting, and shall have an opportunity to be heard in person

or by counsel at said meeting, On decision of the associati_on
to expel a member, the board .of directors shall purchase the
member's holding at par value, if and when there are sufficient
regerve funds,

SEC, 34. Reserve. - ALl membership fees and fines provided
by the bylaws and twenty per centum of the net earnings of each
year before the declaration of any dividend, shall be set aside
as a regular reserve agalnst logsses as maybe specified in the by-
laws in accordance with the regulatlions that maybe prescribed un-
der this Acti provided, however, that when the .regula.r reserve
thus established shall equal fifty per centum of the paid up cap-
ital, no further transfer of net earnings to such regular reserve
sha‘ill be required except that such amount in an excess of twenty
per centum ratio shall be transferred. This reserve fund maybe
used in the general conduet of the business, The amount appor-;
tioned to the reserve fund shall be allocated on the booics of the
assocliation on a patronage basis, so that in case of dissolution,
if deemed advisable, such reserves maybe returrned to the members
who have contributed the same subject to the limjtations of Sec-
tion 42, paragraph (d).

SBC, 35, D n D f Net Savineg, - At the
annual meeting a dividend maybe declared by the members from the _
remaining net earnings on recommendation of the. board of directors
which d;vidand shall be pald on all paid-up share or upon the
membership capital certificate of a non-stock association oute -
standing at the end of the preceding fiscal year. Shares which
become wholly paid up during such year shall be entitled to a
proportionate part of the said dividend calculated ori the first
day of the month following such payment in full, All excess net

savings after setting aside reserves and payment of dividends on
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share not to exceed six per cent and ten per cent for educational
fund, shall be returned as patronage refund to the members and
patrons in proportion to their individual patronage, subject’: to
the following: |

a) In the case of a member patron, his proportionate amount
of savings returns shall be distributed to him unless he agrees
that the association should credit the amount to his account to-
wards the purchase of an additional share or shares or additional
memberéhip capital,

b) In the case of anon-member patron, his proportionate
amount of savings returns shall be set aside in a general fund
for such patrons and shall be allocated to individual non-member

patrons only upon request and presentation of evidence of the

amount of thelr patronage, Any savings return so allocated shall

be credited to such patron toward the payment of the minimum ame
ount of‘ share or membership capital necessary for membership,
When a sum equal to this amount has accwmlated at any time with-
in a period of time specified in the bylaws, such patron shall be
deemed and becdme a member of the association if he so agrees or
request in writing, and complies with any provisions in the bys
laws for admission to membership. The certificates of shares or
membership to which he is entitled shall then be issued to him,
¢) If within any period of time specified in the bylaws
any non-member patron has not accumilated in his individusl ac-
eount the sum necessary for membership, or any non-member patron
has accunmlated the sum necessary for membership but neither re-
quest nor agrees to become a member, or fails to comply with the
provisions of the bylaws, if any, for admission to membership,

then the amount so accummlated or peld in and any part of the geme::.i

eral fund for non-member patrons which has not been allocated to
individua; non-member patrons shall go to the educational fund
and thereafter no non-member patrons shall have any rights in
said paid-in capital or accumlated savings return as such;
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P ded £ er, that nothing in this section shall prevent an
Srovided » tha g 2 ,

agsociation under this Act which is engaged in rendering services
from disposing of the net savings from rendering of such services
in such mamner as to lower the flees charged for services or other
wige to further the common benefit of the members: And provided
i“urthert that nothing in this section shall prevent an association
from adopting a system whereby the payment of savings returns
which would otherwise be distributed shall be deferred for a fixed
period of months or years; nor firom adopting a system, whereby the
savings returns distributed shall be partly in cash or goods, part-
1y in shares, such shares to be retired at a fixed future date in
the order of their serial number of date of issue.

SEC. 36, Bondg. - Every officer or employee of an association
handling funds securities or properties amounting to.¥1,000 or
more 1in any one year, shall be covered by an adequate and suffi-
clent bond which shall be determined by the Board of Directors
from time to time subject® the approval of the Adminigtrator,

and at the expense of the association,
SEC. 37. Bogka; Auditine. - To record its:business operations,

~ every association shall keep a set of books and records which shall

be audited once a year by an experienced bookkeeper or accountant
who shall not be an officer or director, Where the anmial busin-
ness emounts to legs than ¥5,000, the audit maybe performed by an
auditing committee of three, who shall not be directors, officers
or employees. A written report of the amndit, including a state-
ment of the amount of business transacted with members, and the
income and expense, shall be submitted to the annual meeting of
the association, _

SEC, 38, Annual Report, - Bvery association shall annually,
within thirty days from the end of the fiscal year, make a finan-
cial statement, certified to by the sacretary and attested to by
the president of the assoclation, which statement shall be £1led
with the Administration not later than the end of February of
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each year. The financial report shall state the followings:

(a) The name and principal address of the association.

(b) The Bames, addresses, occupations and date of expira-
tion of terms of the officeps, and their compensation, if any,

"~ (¢) The amount and nature of its anthorized, subscribed and
paid-in capital, the number of its shareholders, and the number
adnitted zla.nd withdrawn during the year, and the am?unt of mehber-
ship fees received,

(d) The receipts, expenditures, assets and liabilities of
the association, )

A cop& of this financial statement shall be lept on file in
the principal office of the association, &ny person who shall
subscribe or make oath to such financial siafbement containing a
materially false statements, known to such personsg to be false,
shall upon conviction of such offenge be punished by a fine of
not more than F1,000, or by imprisonment of not more than two
years, or both such fine and imprisonment in the discretion of
the Court. l |

SBC, 39. Notice of Dolinquent Reports - Mandamiz. — If an
agsociation fails to make such report within the required period
of thirty days, the Administrator shall within thirty days from
the expiration of said period send such association a registdared
letter directed © its principal office, stating the delinquency
and its consequences, If the assocition fails to file the re~
port within thirty days fron the date of the receipt of such

notice, the provincial fiscal or the city attorney of the pro-

vince or city in which the association is doing business may,
upon representation made to him in writing by the Administrator,
petition for maﬁdamxs against the association and its proper
officers to compel the filing of such reports, and in such case
the Court shall require the association or officers at fanlt to
pay all the expenses of the proceedings,

SEC, 40, Disgolution, - Any association organized under-
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this Act maybe dissolved:

a) By the exﬁiration of its coprorate existence,

b) By a vote of two-thirds of the entire menbership at any
regular or special meeting legally called, in which case, three
of their number shall be designated as trustees, who shall, in
behalf of the assoclation and within a time fixed in their de-
signation or within any extension thereof, liquidate its ascets,
and shall distribute them in the manner set forth in Section 42,
paragraph (d) of this Act.,

c) By involuntary dissolution for any legal cause or causes
mentioned and prosecuted in the mﬁnner set forth in Section 42,

paragragh (3} of this Act including thehdistribution of its assets,

SEC, 41. Eromotiop, Organizetion npd Supervision by the
ngpgxaﬁjggg Agmgnisgrﬁgjgn Office, - The Cooperatives Administra-

tion Office uﬁder the Department of Commerce and Industry is here-
by charged with the functions of promoting, organizing, and super-
vising all assoclations organized under this Act including those
cooperative associations formed in accordance with the existing
cooperative law prior to the enactment of fhis Act, except fhe
egricultural credit cooperative assockation and the farmers!
cqoperative marketing assoclation which are under the jurisdic-
tion of the Agricultural Credit and Cooperative Financing Adminis~
tration under Republic Act No, 821, |

Tt shall be the duty of the “dministrator, either by hin-
self or through his agent or repr;sentative to make propaganda
in the provinces for the promotion and‘propér and speedy organi-
zatlcn of assoclation under this Act and he shall act as the
lééal and technical adviser to such associations,

Bach association shall be subject to the examination by, and
for this purpose shall make its books and records accessible to,
the Administrator or to any of his agents or representatives,
who mey examine under oath anylofficer, employee or member of the

association,
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Any officer or employee of any association who shall
deliberately refuse to produce the books and records when de-

manded by the Administrator or his agents or representatives

for the purpose of examination shall upon conviction suffer the
penalt& of a fine not exceeding P500 or an imprisonment not to
exceed ome year, or both, in the discretion of the Court,

SEC. 42. Cortain Povers of the Adnipistrator. - The Ad-
ministratdr shall have the power: A

a) To prescribe rules and regulations for the administra-
tion of this Act, including the merger, coﬁsolidation and dis-
golution of all associations under this Act,

Such rules and‘reguiations when approved by the Secretary of
Commerce and Industry and publishéd in the Official Gazette shall
have the‘force of law until amended, revoked or repealed,

" b) To order the keeping of books and records of any associes.
tion under this Act and to have the reports made on forms approved
by the Admi;istrator.

¢) To make investigations and to ccnduct researches and
qtudies of the problems of all associations under this Act, the
methods or means of solving them and devising systems for their
growth and improvement,

d) In case of voluntary liquidations as provided in Sec-
tion 40 paragraph (b) of this Act, the Administrator, upon his
findings that such voluntary liquidation is not being conducted
in an orderly and efficient manner to the best interest of its
members, may terminate such voluntary liquidation and place such
association in involuntary liquidation and appoint a liquidating
agent, the proviéiona of the Rules of Court and the Corporation
Law to the contrary notwithstanding,

If the Administrator finds that any association under this
:bt is bankrupt or insolvent, or has violated any provision of

its articles of incorporation, its bylaws or of this Act, or any
regulation issued hereunder, he shall place it in involuntary
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liquidation and appoint a liguidating agent therefor, the pro-
visions of the Rules of Court and the Corporation Law (Act No,
1,59, as amended) to the contrary notwithstanding.

Such ligquidating agent shall have power and authority, sub-
ject to the control and supervision of the Administrator and
under such rules and regﬁlations as the Administrator may pre-
seribe: (a) to receive and take possession of the books, re-
cords, assets, and property of every description of the associa-
tion in liguidation, to set, enforce collection of, and liquidate
all such assets and property, to compound bad or doubtful debts,
to sue and to be sued in his own name or in the name of the as-
gociation in liguidation, and defend such action as maybe brought
against him as liquidating agent or agaipst the assoclation; (b)
to receive, examine and pass upon all claims against the associa-
tion in liquidation, including claims of members on shares; (c)
to make distribution and payment to creditors and members as
their interest may appear; (d) to execute such documents and papers
and to such other acts and things which he may deem necessary or
desirable to discharge his duties hereunder,

Subject to the control and supervision of the “dministrator
and under such fules and regulations as the Adminis;rator may
prescribe, the liquidating agent of an assoc;ation in involuntary
liguidation shall: (a) cause notice to be given to creditors and
members to present their claims and make legal proof thereof
which notice shall be published once a week for three successive

 weeks in a newspaper of a general circulation in the town or city

in which the association in liguidation maintained an office or .
branch fob the transaction of buginess on the date it ceased un-
restricted operationy Provided, that whepever the aggregate book
value of the agsets and property of an assoclation in involunta:y
Iiquidation is less than 1,000, unless the “dministration shall

L)

. find that its books and records do not contain a true and ac-

curate records of its liabilities, he shall declare such
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assocliation in liguidation to be a "no publication® liquidation
and publication or notice to creditors and members shall not be

required in such case, (b) from time to time make a ratable

dividend on all such claims as may have been proved to his

gatisfaction or adjudicated in a court of competent jurisdiction

and, after the assets of such association has been liquidated,
shall make further dividends on all claims previously proved or
adjudicated;.and the liquidating agent may accept in lieun of a
formal proof §f claims in behalf of any creditor or member the
statement of any amount due to such creditor or member as shown
on the books and records of the assoclation: Provided, that all
clains not £iled before payment of the finsl dividend shall be
barred and daims rejected or disallowed by the liquidatiég agent
shall be likewise barred unless suit be instituted thereon with-
in three months after notice of rejection.of disallowance; (c)
in "no publication" liquidatioﬂ, determined from all sources
available to him, and within the limits of available funds of

- dhe association, the amount due the creditors and members and

after sixty days have elapsed from the date of his appointment,
shall distribute the funds of the association to creditors and
members ratably as their interests may appear.

Upon.cértification of the liquidating agent in the,case'of
an involuntary liquidation, and uﬁon such proof as shall be

A'dministrator in the cage of a voluntazy

satisfactory with the
liquidation, that distribution has been made and that liquida-
tion has been completed, as provided herein, the Administrator
shall cancel the certificate of registration of s;ch association:
Provided, that the corporate‘existence of the agsociation shall
continue for a period of three years from the date of such
cancellation of its certificate or pegistration, during which
period the liquidating agent, or his duly appointed successor,

or such person as the Administrator shall designate, may act

in behalf of the Association for the purpose of paying, satisfying
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and discharging any existing liabilities or obligations, collesct~-
ing and distributing its as;;ts, in doing all other acts required
to adjust and wind up 1ts business and affalrs and ;t mey sue
and be sued in its corporate name,

(e) After the expiration of five years from the date of

cancellation of the certificate of registration of an association

" the Administrator may, in his discretion, destroy any or all books

and records of such assoclation in his possession or under his
control,

(£) To execute any and all functions and perform any and all
duties vested in him thereby, through persons as he shall desig-

nate or employ; and he may delegate to any person or persons in-

cluding any association operating under the general supervision

of the Administration, the performance and discharge of any autho-

rity, péwer, or functlion vested in him by this Act.

(g) To issue subpoena or subpoena duces tecum to any officer
or member of any association whenever necessary in connection
with any ifvestigation being conducted by him or his duly autho-
rized representative,

SEG. 43, Federation of “ooperative “sseciations - Fifteen
or more associations under this Act may establish the TFederation
of Cooperative vssociations, for the purpose of rendering services
in common and b;neficial to all associations which compose said
federation,

The Federation of Cooperative 4ssociations shall have towards
the federated associations the same purposes and duties that the
sald associations have towards their members; and it may engage
in any activity nscessary to encouragé and promote the coopera- )
tive movement in the Philippines and may act ag the wholesaler
and buyer for and in behalf of the member agsociations,

The articles of incorporation of the Federation of Cooperative
Associations shall fulfill all the requirements exacted from ag-

sociations under Sections 2 and 6 of this A cti Provided, however,
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that the same shall be signed by a member duly suthorized by each
association incorporating the federation, DLach member of the
Fedefation shall have omvote, which vote chall be cast by a
duly'authorized PTOXY .

The Federation of Cooperative Associations which maybé ¢ o
organized under this Act shall be known as-The Philippine Federa-
tion of Cooperative Agsociations and shall be under the super-
vision of the Administration, The Administrator shall have the
sama power over the Federation as he has ovewr the association un-
der the provisions of this Act,

SEC, 44. BExepption from Taxeg., - Business transacticns con-
aucted erclusively by assoclations under this Act with its members
as ultimate consumers of goods and services are exempted from the
peyment of all kinds of taxes and government fees.of vwhatever
nape and description, excepting the fees as provided in Section
11 of this Act, Buttose transacted with non-members shall be
subject to the payment of all kinds of taxes as in ordinary cor-
porations,

The associations shall also be exempt from the payment of
all court and sheriff's fees to the Yovernment for and in con-
nection with all actions brought under this Act, or to enforce
the payment of obligation contrscted in favor of the association,

SEC. 45, Uge of Name "ngpgxafdxe"; Penalty. = Only asso=-
ciations organized under this Act and those organized as coop-
erative associtlons under existing laws previous to the enact-
ment of this Act shall be entitled to use the term “"cooperative!

or any abbreviation or derivative thereof, as part of their busi-
ness name or'to represent themselves, in their advertising or
otherwise, as conductipb business on a cooperative basis,

Any person, firm or corporation violating this provision
shall upon convietion of such offense be punished by a fine not
exceeding P500 or by imprisonment not exceeding six months or

by both such fine and imprisonment in the discretion of the Court,
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Should a court of competent jurisdiction declde that any
person, firm, or corporation using the nsme "cooperative'prior
to the enactment of this Act, and not organized on cooperpative
basis, 1s entitled to continue in such use, any such business
shall always place immediately after its name the words "not
operating under the General Coopsrative Act of the Philippines ",
in the game kind of type, and in letters not less than two-thiids
as large as those used in the term "cooperative', |

SEC, 46, Spreading False Raport; Penalty. - Any porson,
firm, copporation, or association which maliciously and knowingly
spread false reports about the management or finances of any
agsociation shall, upon conviction of such offenss, be punished
by a fine of not exceeding #1,000,00 or by imprisonment of not
exceeding six months or both such fines and imprisonment in the
discretion of the Court, .

SEC, 47. Im&ﬁ.lﬁmmgnmm. ~ The functions .
of registering cooperative associations organized under this Act
is hereby transferred from the Securities and Exchange Commission
to the Cooperatives Administration Office, except the registration
of farmers cooperative marketing associations organized under Re~
public dct No, 821, Xnown ag the Agricultural Credit and Coopera-
tive Financin; - Administration, The articles of inco;'pc-)ration,
bylaws and other'recorde of cooperative associations falling under
this Act and registered with the Securitiss and Exchange Commise
sion, excepting farmers cooperative marketing associations, are
hereby transférred to the 000peratives\Administration Office,

SEB, 48, Legality Declared and in Restraint of Trade. -

No association or method or act thereof which complies with this
Act, shall be deemed a conspiracy or combination in restraint
of trade or an illegal monopoly or an attempt to lessen conpeti-
tion or fix price arbitrarily,

SEC. 49. Conflicting Iegislation. - All laws and parts of

laws in conflict herewith are hereby repealed,
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SEC, 50 Separability and Copstitutionality. - If any pro-
vision of this Act, or the applicafion thereof to any person or
circumstances, shall be held unconstitutional or otherwise in-
valid for any reason, the validity of the remainder of this Act
and the application of such provision to other persons or cir-
cumstances shall not be affected thereby,

SEC, 51. This Act shall take effect upon its approval,
APPROVED,



REPUBLIC OF THE PHILIPPINES
S ENATE
Manila

Feb., 14, 1955

Sir:
I have the honor to inform you that, in the session of
the Scnate held on Feb. 14, 1955 | the Prosident ordered

to refer to your Cormittee the following matfers:

(s. No. 237)

A ACT TO PROVIDE FOR THE ORGANIZATION AND REGULATION OF
COOPERATIVE ASSOCIATIONS AND FOR OTHER PURPOSES,

Very respec )

Secretary of ‘g;he Senate

The Honorable

The Chalrman, Committee on Commerce
and Industry

Or

(Sengtor Cea)
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REPUBLIC OF THE PHILIPPINES ~'57 P"'
HOUSE OF REPRESENTATIVES ., ;"
MANILA / /ﬁlc '”Q,T S
OFFICE OF THE SECRETARY p ( ?-: i »

Mr. President: 7
I have been directed to inform your honorable body
that the House of Representatives on May 23, 1957, has
agreed to the Report of the Committee of Conference on
the disagreeing votes of the two Houses regarding Houme
Bill No. 5876, entitled:
AN ACT TO PROVIDE THE GENERAL BASIC CO-OPERATIVE
LAW AND TO CONSOLIDATE AND AMEND EXISTING
LAWS ON NON-AGRICULTURAL CO-OPERATIVES IN THE
PHILIPPINES WITH SPECIAL PROVISIONS FOR GIVEN
TYPES OF CO-OPERATIVES,
and Senate Bill No. 237, entitled:
AN ACT TO PROVIDE FOR THE ORGANIZATION AND REGU-

LATION OF COOPERATIVE ASSOCIATIONS AND FOR
OTHER PURPOSES.

Very respectfully,

e
Acting (4& Sy

ary, Hodse of Representatives

The Honorable
The President of the Senate
Manila

EP/fpm
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REPORT OF PERMANENT COMVITTEE

‘Filed by tho Committeo on Commerce and Industry '}ZM {2}47’ h

Subnittod to tho Somto on  Nyath-do, 1955

Subjoat: S, B. No. 237
Bogormondatlon: That it be approved without amendment.
Sponsor;  Senator Cea
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Mry Prosident;
- Tho Committog on  Commerce and Industry
%5 which was referrod s, B. No. 237

introduced by Senator Primicias

entitlode

AN ACT TO PROVIDE FCR THE ORGANIZATION AND REGULATION
OF COOPERATIVE ASSOCIATIONS AND FOR OTHER PUR=-
POSES. :

has considared tho same and has the honor to report it back to

the Senate with the fsllowing ncomondation:.

T™AT IT BE APPROVED WITHOUT AMENDMENT.

hairman .
Commitiée on Commerce & Industry

~

The Honorable
The President of the Senate
Manila

» ..j s . < Claas

of ):' v, R - P

# -~ > (com, Rept. No, é /0 )
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