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AN ACT TO CORDAI N A COOPERATI VE CODE OF THE
PHI LI PPI NES

Be it enacted by the Senate and House of Representatives of the
Phi li ppi nes in Congress assenbl ed:

CHAPTER |
GENERAL CONCEPTS AND PRI NCI PLES

ARTICLE 1. Title. - This Act shall be known as the "Cooperative
Code of the Philippines.”

ART. 2. Declaration of Policy. - It is the declared policy of
the State to foster the creation and gromh of cooperatives as a
practical vehicle for pronoting self-reliance and harnessing
peopl e power towards the attai nment of econom c devel opnent and
social justice. The State shall encourage the private sector to
undertake the actual formation and organi zati on of cooperatives
and shall create an atnosphere that is conducive to the growh and
devel opnent of these cooperatives.

Toward this end, the CGovernnent and all its branches,
subdi vi sions, instrunentalities and agencies shall ensure the
provi si on of technical guidance, financial assistance and ot her
services to enable said cooperatives to develop into viable and
responsi ve economc enterprises and thereby bring about a strong



cooperative nmovenent that is free fromany conditions that mn ght
i nfringe upon the autononmy or organizational integrity of
cooperatives.

Further, the State recognizes the principle of subsidiarity
under which the cooperative sector will initiate and regul ate
within its own ranks the pronotion and organization, training and
research, audit and support services relating to cooperatives with
government assi stance where necessary.

ART. 3. General Concepts. - A cooperative is a duly registered
associ ation of persons, with a common bond of interest, who have
voluntarily joined together to achieve a | awful conmon social or
econoni ¢ end, making equitable contributions to the capita
requi red and accepting a fair share of the risks and benefits of
t he undertaking in accordance with universally accepted
cooperative principles.

ART. 4. Cooperative Principles. - Every cooperative shal
conduct its affairs in accordance with Filipino culture and
experience and the universally accepted principles of cooperation
whi ch include the follow ng:

(1) Open and Voluntary Menbership - Menbership in a cooperative
shall be voluntary and available to all individuals regardl ess of
their social, political, racial or religious background or
bel i ef s.

(2) Denocratic Control - Cooperatives are denocratic
organi zations. Their affairs shall be adm ni stered by persons
el ected or appointed in a manner agreed upon by the nenbers.
Menbers of primary cooperatives shall have equal voting rights on
a one-nmenber-one-vote principle: Provided, however, That, in the
case of secondary and tertiary cooperatives, the provisions of
Article 37 of this Code shall apply.

(3) Limted Interest in Capital - Share capital shall receive a
strictly limted rate of interest.

(4) Division of Net Surplus - Net surplus arising out of the
operations of a cooperative belongs to its nenbers and shall be
equitably distributed for cooperative devel opnent, conmon
services, indivisible reserve fund, and for linmted interest on
capital and/or patronage refund in the manner provided in this
Code and in the articles of cooperation and byl aws.

(5) Cooperative Education - All cooperatives shall nake
provi sion for the education of their nmenbers, officers and
enpl oyees and of the general public based on the principles of
cooperation.

(6) Cooperation Among Cooperatives - Al cooperatives, in order
to best serve the interest of their menbers and comunities, shal
actively cooperate with other cooperatives at |ocal, national, and



i nternational |evels.
ART. 5. Definition of Terns. - The following terns shall nean:

(1) Menber includes a person either natural or juridical who,
adhering to the principles set forth in this Code and in the
articles of cooperation, has been adnmitted by the cooperative as
menber ;

(2) CGeneral Assenbly shall nmean the full nmenbership of the
cooperative duly assenbled for the purpose of exercising all the
rights and perfornming all the obligations pertaining to
cooperatives, as provided by this Code, its articles of
cooperation and byl aws;

(3) Board of Directors shall nmean that body entrusted with the
managenment of the affairs of the cooperative under its articles of
cooperation and byl aws;

(4) Committee shall refer to any body entrusted with specific
functions and responsibilities under the bylaws or resolution of
the general assenbly or the board of directors;

(5) Articles of Cooperation neans the articles of cooperation
regi stered under this Code and includes a regi stered amendnment
t her eof ;

(6) Bylaws neans the bylaws regi stered under this Code and
i ncludes any regi stered anendnent thereof;

(7) Registration neans the operative act granting juridica
personality to a proposed cooperative and is evidenced by a
certificate of registration;

(8) Cooperative Devel opnent Authority means the governnment
agency in charge of the registration and regul ati on of
cooperatives as such, hereinafter referred to as the Authority;
and

(9) Universally Accepted Principles neans that body of
cooperative principles adhered to worldwi de by cooperatives in
ot her jurisdictions.
CHAPTER 1 |
ORGANI ZATI ON AND REG STRATI ON
ART. 6. Organi zation of Cooperatives. - A cooperative nay be
organi zed and regi stered by at least fifteen (15) persons for any

or all of the foll ow ng purposes:

(1) To encourage thrift and savings nobilization anong the
menbers;



(2) To generate funds and extend credit to the nenbers for
productive and provi dent purposes;

(3) To encourage anpng nmenbers systenmatic production and
mar ket i ng;

(4) To provide goods and services and other requirenents to the
menbers;

(5) To devel op expertise and skills anobng its nenbers;

(6) To acquire | ands and provide housing benefits for the
menbers;

(7) To insure against |osses of the nenbers;

(8) To prompte and advance the econonic, social and educationa
status of the nenbers;

(9) To establish, own, |ease or operate cooperative banks,
cooperative whol esal e and retail conpl exes, insurance and
agricultural/industrial processing enterprises, and public
mar ket s;

(10) To coordinate and facilitate the activities of
cooperatives; and

(11) To undertake any and all other activities for the effective
and efficient inplementation of the provisions of this Code.

ART. 7. Objectives of Cooperative. - The primary objective of
every cooperative is to provide goods and services to its nenbers
and thus enable themto attain increased i ncone and savi ngs,

i nvestments, productivity, and purchasing power and pronote anong
them equi tabl e distribution of net surplus through maxi mum
utilization of econom es of scale, cost-sharing and risk-sharing
wi t hout, however, conducting the affairs of the cooperative for

el eenosynary or charitabl e purposes.

A cooperative shall provide maxi mum econoni c benefits to its
menbers, teach them efficient ways of doing things in a
cooperative manner, and propagate cooperative practices and new
i deas in business and managenent and allow the | ower incone groups
to increase their ownership in the wealth of this nation.

ART. 8. Cooperatives Not in Restraint of Trade. -No cooperative
or nethod or act thereof which conplies with this Code shall be
deened a conspiracy or conmbination in restraint of trade or an
illegal monopoly, or an attenpt to | essen conpetition or fix
prices arbitrarily in violation of any of the [ aws of the
Phi | i ppi nes.

ART. 9. Cooperative Powers and Capacities. - A cooperative
regi stered under this Code shall have the followi ng powers and



capacities:
(1) To sue and be sued in its cooperative nane;
(2) O succession;

(3) To anmend its articles of cooperation in accordance with the
provi si ons of this Code;

(4) To adopt bylaws not contrary to law, norals or public
policy, and to amend and repeal the sane in accordance with this
Code;

(5) To purchase, receive, take or grant, hold, convey, sell
| ease, pledge, nortgage, and otherw se deal with such real and
personal property, as the transaction of the lawful affairs of the
cooperative may reasonably and necessarily require, subject to the
limtations prescribed by |law and the Constitution;

(6) To enter into division, nerger or consolidation, as provided
in this Code;

(7) To join federations or unions, as provided in this Code;

(8) To accept and receive grants, donations and assistance from
foreign and donestic sources; and

(9) To exercise such other powers granted by this Code or
necessary to carry out its purpose or purposes as stated in its
articles of cooperation.

ART. 10. Organizing a Primary Cooperative. -Fifteen (15) or nore
nat ural Persons, who are citizens of the Philippines, having a
common bond of interest and are residing or working in the
i ntended area of operation may organi ze a cooperative under this
Code.

ART. 11. Econom c Survey. - Every group of individuals or
cooperatives intending to forma cooperative under this Code shal
submt to the Cooperative Devel opnent Authority a genera
st at ement describing the structure, purposes and econom c
feasibility of the proposed cooperative, indicating therein the
area of operation, the size of nmenbership and other pertinent
dat a.

ART. 12. Liability. - A cooperative shall be registered under
this Code, with limted liability.

ART. 13. Term - A cooperative shall exist for a period not
exceeding fifty (50) years fromthe date of registration unless
sooner di ssolved or unless said period is extended. The
cooperative term as originally stated in the articles of
cooperation, may be extended for periods not exceeding fifty (50)
years in any single instance by an anmendnent of the articles of



cooperation, in accordance with this Code: Provided, That no
extension can be nmade earlier than five (5) years prior to the
original or subsequent expiry date/dates unless there are
justifiable reasons for an earlier extension as may be determ ned
by the Cooperative Devel opnent Authority.

ART. 14. Articles of Cooperation. - (1) Al cooperatives
applying for registration shall file with the Cooperative
Devel opnent Authority the articles of cooperation which shall be
signed by each of the organizers and acknow edged by themif
natural persons, and by the presidents or secretaries, if
juridical persons, before a notary public.

(2) The articles of cooperation shall set forth:

(a) The nanme of the cooperative which shall include the word
"cooperative";

(b) The purpose or purposes and scope of business for which the
cooperative is to be registered;

(c) The term of existence of the cooperative;

(d) The area of operation and the, postal address of its
principal office;

(e) The nanes, nationality, and the postal addresses of the
regi strants;

(f) The comon bond of menbership

(g) The list of nanes of the directors who shall nanage the
cooperative; and

(h) The anpunt of its share capital, the nanes and residences of
its contributors and a statenent of whether the cooperative is
primary, secondary or tertiary in accordance with Article 23
her eof .

(3) The articles of cooperation nay al so contain any other
provi sions not inconsistent with this Code or any related |aw.

(4) Four (4) copies each of the proposed articles of
cooperation, bylaws, and the general statenment required under
Article 11 of this Code shall be submitted to the Cooperative
Devel opnent Authority.

(5) No cooperative shall be registered unless the articles of
cooperation is acconpani ed with the bonds of the accountable
officers and a sworn statenent of the treasurer elected by the
subscri bers showing that at |east twenty-five per centum (25% of
the authorized share capital has been subscribed and at | east
twenty-five per centum (25% of the total subscription has been
pai d: Provided, That in no case shall the paid-up share capita



shall be | ess than Two thousand pesos (P2,000.00).

ART. 15. Bylaws. - (1) Each cooperative to be regi stered under
this Code shall adopt bylaws not inconsistent with the provisions
of this Code. The bylaws shall be filed at the sane tinme as the
articles of cooperation.

(2) The byl aws of each cooperative shall provide

(a) The qualifications for adm ssion to nmenbership and the
payment to be nmade or interest to be acquired as a condition for
the exercise of the right of menbership

(b) The rights and liabilities of nenbership

(c) The circunstances under which nmenbership is acquired,
mai nt ai ned and | ost;

(d) The procedure to be followed in cases of term nation of
menber shi p;

(e) The conditions under which the transfer of a share or
i nterest of the nenbers shall be pernitted,

(f) The rules and procedures on the agenda, tinme, place and
manner of calling, convening, conducting nmeetings, quorum
requi renents, voting systems, and other matters relative to the
busi ness affairs of the general assenbly, board of directors, and
conmittees;

(g) The general conduct of the affairs of the cooperative,
i ncludi ng the powers and duties of the general assenbly, the board
of directors, commttees and the officers, and their
qualifications and disqualifications;

(h) The manner in which the capital may be raised and the
purposes for which it can be utilized;

(i) The node of custody and of investnent of net surplus;
(j) The accounting and auditing systens;

(k) The manner of |oaning and borrowi ng, including linitations
t her eof ;

(I') The nmethod of distribution of net surplus;

(m The manner of adopting, anmending, repealing, and abrogating
byl aws;

(n) A conciliation or nediation nechanismfor the am cable
settl enent of disputes anong nenbers, directors, officers and
committee nmenbers of the cooperative; and



(o) Oher matters incident to the purposes and activities of the
cooperative

ART. 16. Registration. - A cooperative forned or organi zed under
this Code acquires juridical personality fromthe date the
Cooperative Devel opment Authority issues a certificate of
registration under its official seal. Al applications for
regi stration shall be finally disposed of by the Cooperative
Devel opnent Authority within a period of thirty (30) days fromthe
filing thereof, otherwi se the application is deened approved,
unl ess the cause of the delay is attributable to the applicant:
Provi ded, That, in case of a denial of the application for
regi stration, an appeal shall lie with the Ofice of the President
within ninety (90) days fromreceipt of notice of such deni al
Provi ded, further, That failure of the Office of the President to
act on the appeal within ninety (90) days fromthe filing thereof
shall nean approval of said application.

ART. 17. Certificate of Registration. - A certificate of
regi stration issued by the Cooperative Devel opnment Authority under
its official seal shall be conclusive evidence that the
cooperative therein nentioned is duly registered unless it is
proved that the registration thereof has been cancell ed.

ART. 18. Anmendnent of Articles of Cooperation and Byl aws. -
Unl ess otherw se prescribed by this Code and for legitimte
purposes, any provision or matter stated in the articles of
cooperation may be anended by two-thirds (2/3) vote of all the
menbers with voting rights, without prejudice to the right of the
di ssenting nenbers to exercise their right to withdraw their
menber shi p under Articles 31 and 32.

The original and anended articles together shall contain al
provisions required by law to be set out in the articles of
cooperation. Amendnents shall be indicated by underscoring or
ot herwi se appropriately indicating the change or changes made and
a copy thereof duly certified under oath by the cooperative
secretary and a npjority of the directors stating the fact that
sai d anendnent or anmendnments have been duly approved by the
required vote of the nmenbers. All anmendnents to the articles of
cooperation shall be submtted to the Cooperative Devel opnent
Aut hority. The amendnents shall take effect upon its approval by
t he Cooperative Devel opment Authority or within thirty (30) days
fromthe date of filing thereof if not acted upon by the Authority
for a cause not attributable to the cooperative.

ART. 19. Contracts Executed Prior to Registration and Effects
Thereof - Contracts executed between private persons and
cooperatives prior to the registration of the cooperative shal
remai n valid and binding between the parties and upon registration
of the cooperative. A formal witten contract shall be adopted and
made in the cooperative's name or on its behalf prior to its
regi stration.



ART. 20. Division of Cooperatives. - Any registered cooperative
may, by a resolution approved by a vote of two-thirds (2/3) of the
menbers eligible to vote at a general assenbly neeting, resolve to
divide itself into two (2) or nore cooperatives. The procedure for
such division shall be prescribed in the regul ations of the
Cooperative Devel opment Aut hority. The new cooperatives shal
become | egal ly established upon registration with the Authority:
Provi ded, That all the requirenments set forth in this Code have
been conplied with by the new cooperatives: Provided, further
That no division of a cooperative in fraud of creditors shall be
valid.

ART. 21. Merger and Consolidation of Cooperatives. - (1) Two (2)
or nore cooperatives nmay nerge into a single cooperative which
shall be one of the constituent cooperatives or may consolidate
into a new single cooperative which shall be the consolidated
cooperative

(2) No nerger or consolidation shall be valid unless approved by
two-thirds (2/3) of all the menmbers eligible to vote of each of
the constituent cooperatives at separate general assenbly
neeti ngs. The dissenting nmenmbers shall have the right to exercise
their right to withdraw their nmenmbership pursuant to Articles 31
and 32.

(3) The Cooperative Devel opment Authority shall issue the
gui del i nes governing the procedure of nerger or consolidation of
cooperatives. In any case, the nmerger or consolidation shall be
ef fective upon the issuance of the certificate of merger or
consol idation by the Cooperative Devel opnent Authority.

ART. 22. Effects of Merger and Consolidation. - The nerger or
consol idation of cooperatives shall have the follow ng effects:

(1) The constituent cooperatives shall becone a single
cooperative which, in case of nerger, shall be the surviving
cooperative, and, in case of consolidation, shall be the
consol i dat ed cooperative;

(2) The separate existence of the constituent cooperatives shal
cease, except that of the surviving or the consolidated
cooperative

(3) The surviving or the consolidated cooperative shall possess
all the rights, privileges, imunities and powers and shall be
subject to all the duties and liabilities of a cooperative
organi zed under this Code;

(4) The surviving or the consolidated cooperative shall possess
all the assets, rights, privileges, immunities and franchi ses of
each of the constituent cooperatives; and

(5) The surviving or the consolidated cooperative shall be
responsible for all the liabilities and obligations of each of the



constituent cooperatives in the same manner .as if such surviving
or consolidated cooperative had itself incurred such liabilities
or obligations. Any claim action or proceedi ng pending by or

agai nst any such constituent cooperatives may be prosecuted by or
agai nst the surviving or consolidated cooperative, as the case may
be. Neither the rights of creditors nor any |lien upon the property
of any of such constituent cooperatives shall be inpaired by such
mer ger or consolidation.

ART. 23. Types and Categories of Cooperatives. -(1) Types of
Cooperatives - Cooperatives may fall under any of the follow ng

types:

(a) Credit Cooperative is one which promotes thrift anong its
menbers and creates funds in order to grant | oans for productive
and provident purposes;

(b) Consuners Cooperative is one the primary purpose of which is
to procure and distribute commodities to nenbers and nonnenbers;

(c) Producers Cooperative is one that undertakes joint
producti on whether agricultural or industrial

(d) Marketing Cooperative is one which engages in the supply of
production inputs to nenbers and markets their products;

(e) Service Cooperative is one which engages in nedical and
dental care, hospitalization, transportation, insurance, housing,
| abor, electric light and power, communication and other services;
and

(f) Miultipurpose Cooperative is one which conmbines two (2) or
nore of the business activities of these different types of
cooperatives.

(2) Categories of Cooperatives - Cooperatives shall be
categori zed according to nmenbership and territorial considerations
as follows:

(a) In terms of nenbership, cooperative shall be categorized
i nto:

(i) Primary - The menbers of which are natural persons;
(ii) Secondary - The menbers of which are primaries; and

(iii) Tertiary - The menmbers of which are secondaries upward to
one (1) or nore apex organizations.

Those cooperatives the menbers of which are cooperatives shal
be known as federations or unions, as the case may be; and

(b) In terms of territory, cooperatives shall be categorized
according to areas of operations which may or may not coincide



with the political subdivisions of the country.

ART. 24. Federation of Cooperatives. - (1) A federation of
cooperatives whose nmenbers are primary and/ or secondary
cooperatives with single line or multipurpose business activities
may be regi stered under this Code for any or all of the follow ng
pur poses:

(a) Primary Purpose - To carry on any cooperative enterprise
aut hori zed under Article 6;

(b) Secondary Purpose - (i) To carry on, encourage, and assi st
educational and advisory work relating to its nmenber cooperatives;

(ii) To render services designed to encourage sinplicity,
ef ficiency, and economy in the conduct of the business of its
menber cooperatives and to facilitate the inplenmentation of their
bookkeepi ng, accounting, and other systens and procedures;

(iii) To print, publish, and circul ate any newspaper or other
publication in the interest of its nmenber cooperatives and
enterprises;

(iv) To coordinate and facilitate the activities of its nmenber
cooperatives;

(v) To enter into joint ventures with national or internationa
cooperatives of other countries in the manufacture and sal e of
products and/or services in the Philippines and abroad; and

(vi) To perform such other functions as may be necessary to
attain its objectives.

A federation of cooperatives nay be registered by carrying out
the formalities for registration of a cooperative.

(2) Registered cooperatives may organize a federation at the
provincial, city, regional, and national levels according to the
type of business carried on.

ART. 25. Cooperative Unions. - Registered cooperatives and
federations at the appropriate |evels nmay organi ze or join
cooperative unions to represent the interest and welfare of al
types of cooperatives at the provincial, city, regional, and
nati onal |evels. Cooperative unions nmay have the foll ow ng
pur poses:

(a) To represent its menber organizations;
(b) To acquire, analyze, and disseni nate economc, statistical
and other information relating to its nenbers and to all types of

cooperatives within its area of operation;

(c) To sponsor studies in the economc, legal, financial, socia



and ot her phases of cooperation, and publish the results thereof;

(d) To promote the know edge of cooperative principles and
practices;

(e) To devel op the cooperative novenent in their respective
jurisdictions;

(f) To advise the appropriate authorities on all questions
relating to cooperatives;

(g) To raise funds through nenbership fees, dues and
contributions, donations, and subsidies froml|ocal and foreign
sour ces whether private or govenment; and

(h) To do and perform such other activities as may be necessary
to attain the foregoing objectives.

Cooperative unions may assist the national and | ocal governnents
inthe latter's devel opnment activities in their respective
jurisdictions.

CHAPTER 1 I'I
MEMBERSHI P

ART. 26. \Who May Be Menbers of Cooperatives. - Any natura
person, who is a citizen of the Philippines, a cooperative, or
nonprofit organization with juridical personality shall be
eligible for menmbership in a cooperative if the applicant neets
the qualifications prescribed in the bylaws: Provided, That only
natural persons nmay be adnmitted as nmenbers of a primary
cooperative

ART. 27. Kinds of Menmbership. - A cooperative may have two (2)
ki nds of nenbers, to wit: (1) regular nenbers and (2) associate
menbers. A regular nenber is one who is entitled to all the rights
and privileges of nenbership. An associate nenber is one who has
no right to vote nor be voted upon and shall be entitled only to
such rights and privileges as the byl aws nay provide.

A cooperative organi zed by nminors shall be considered a
| aboratory cooperative and nmust be affiliated with a regi stered
cooperative. A |laboratory cooperative shall be governed by specia
gui delines to be pronul gated by the Cooperative Devel opnent
Aut hority.

ART. 28. CGovernnment O ficers and Enpl oyees. -(1) Any officer or
enpl oyee of the Cooperative Devel opment Authority shall be
disqualified to be elected or appointed to any position in a
cooperative; (2) Elective officials of the Governnent, except
barangay officials, shall be ineligible to become officers and
directors of cooperatives; and (3) Any govenment enployee may, in
the di scharge of his duties as nenber in the cooperative, be



al l owed by the head of office concerned to use official tinme for
attendance at the general assenbly, board and committee neetings
of cooperatives as well as cooperative sem nars, conferences,

wor kshops, technical neetings, and training courses locally or
abroad: Provided, That the operations of the office concerned are
not adversely affected.

ART. 29. Application. - An applicant for menmbership shall be
deened a nenber after approval of his menbership by the board of
directors and shall exercise the rights of nenber after having
made such paynents to the cooperative in respect to nmenbership or
acquired interest in the cooperative as may be prescribed in the
byl aws. I n case nmenbership is refused or denied by the board of
directors, an appeal nmmy be namde to the general assenbly and the
latter's decision shall be final

ART. 30. Liability of Menmbers. - A nenber shall be liable for
the debts of the cooperative to the extent of his contribution to
the share capital of the cooperative.

ART. 31. Termnation of Menbership. - (1) A nenber of a
cooperative may, for any reason, withdraw his nmenbership fromthe
cooperative by giving a sixty (60) day notice to the board of
directors. The wi thdrawi ng nenber shall be entitled to a refund of
his share capital contribution and all other interests in the
cooperative: Provided, That such refund shall not be made if upon
such paynent the value of the assets of the cooperative would be
| ess than the aggregate amount of its debts and liabilities
exclusive of his share capital contribution.

(2) The death, insanity, insolvency or dissolution of a nmenber
shall be considered an automatic term nation of menbership

(3) A nmenber may be terminated by a vote of the majority of al
the nmenbers of the board of directors for any of the follow ng
causes:

(a) When a nenber has not patronized the services of the
cooperative for an unreasonable period of tinme as may be fixed by
t he board of directors;

(b) When a nenber has continuously failed to conply with his
obl i gati ons;

(c) When a nmenber has acted in violation of the bylaws and the
rul es of the cooperative; and

(d) For any act or om ssion injurious or prejudicial to the
interest or the welfare of the cooperative.

A nmenber whose nenbership the board of directors may wish to
term nate shall be informed of such intended action in witing and
shall be given an opportunity to be heard before the add board
makes its decision. The decision of the board shall be in witing



and shall be communi cated in person or by registered nmail to the
menber and shall be appeal able, within thirty (30) days after the
decision is promul gated, to the general assenbly whose decision
therein, whether in a general or special session, shall be final
Pendi ng a decision by the general assenbly, the menbership rengins
in force.

ART. 32. Refund of Interests. - Al suns conputed in accordance
with the bylaws to be due froma cooperative to a former nenber
shall be paid to himeither by the cooperative or by the approved
transferee, as the case may be, in accordance with this Code.

CHAPTER | V
ADM NI STRATI ON

ART. 33. Conposition of the CGeneral Assenbly. -The genera
assenbly shall be conposed of such nenbers who are entitled to
vote under the articles of cooperation and byl aws of the
cooperative

ART. 34. Powers of the General Assenbly. - The general assenbly
shall be the highest policy-mking body of the cooperative and
shal |l exercise such powers as are stated in this Code, in the
articles of cooperation and in the bylaws of the cooperative. The
general assenbly shall have the followi ng exclusive powers which
cannot be del egat ed:

(1) To determ ne and approve anendnments to the articles of
cooperation and byl aws;

(2) To elect or appoint the nenbers of the board of directors,
and to renove them for cause;

(3) To approve devel opnental plans of the cooperative; and

(4) Such other matters requiring a two-thirds (2/3) vote of al
the nmenbers of the general assenbly, as provided in this Code.

ART. 35. Meetings. -- (1) A regular neeting shall be held
annual ly by the general assenbly on a date fixed in the bylaws, or
if not so fixed, on any date within ninety (90) days after the
cl ose of each fiscal year: Provided, That witten notice of
regul ar nmeetings shall be sent to all nenbers of record at their
of ficial addresses at |east two (2) weeks prior to the neeting,
unless a different period is required in the byl aws.

(2) Whenever necessary, a special neeting of the genera
assenbly nmay be called at any tine by a magjority vote of the board
of directors or in the cases specified in th@ byl aws: Provided,
That at |east one (1) week witten notice shall be sent to al
menbers. However, a special neeting shall be called by the board
of directors after conpliance with the required notice within one
(1) nonth after receipt of a request in witing fromat |east ten



per centum (10% of the total nenbers to transact specific
busi ness covered by the call

If the board fails to call a regular or a special neeting within
the given period, the Cooperative Devel opnent Authority, upon
petition of ten per centum (10% of all the nmenbers of the
cooperative, and for good cause shown, may issue an order to the
petitioners directing themto call a neeting of the genera
assenbly by giving proper notice required by this Code or by the
byl aws.

(3) In the case of a newmy approved cooperative, a specia
general assenbly shall be called within ninety (90) days from such
approval .

(4) The Authority may call a special neeting of the cooperative:

(a) For the purpose of reporting to the nmenbers the result of
any audit, exam nation, or other investigation of the cooperative
affairs ordered or nmade by him or

(b) When the cooperative fails to hold an annual genera
assenbly during the period required for the purpose of enabling
the nmenbers to secure any information regarding the affairs of the
cooperative and benefits that they are entitled to receive
pursuant to this Code.

(5) Notice of any neeting nay be wai ved, expressly or inpliedly,
by any nenber.

ART. 36. Quorum - Unless otherwi se provided in the bylaws, a
quorum shal |l consist of twenty-five per centum (25% of all the
menbers entitled to vote.

ART. 37. Voting System - (1) Each nmenber of a prinmary
cooperative shall have only one (1) vote. A secondary or tertiary
cooperative shall have voting rights as del egate of
nmenber s- cooperatives, but such cooperatives shall have only five
(5) votes. The votes cast by the del egates shall be deened as
votes cast by the menbers thereof.

(2) No voting agreement or other device to evade the
one- menber - one-vote provision except as provi ded under subsection
(1) hereof shall be valid.

(3) No nenber of a primary cooperative shall be permtted to
vote by proxy unless provided for specifically in the bylaws of
the cooperative. However, the bylaws of a cooperative other than a
primary may provide for voting by proxy, Voting by proxy neans
al lowi ng a del egate of a cooperative to represent or vote in
behal f of another del egate of the sane cooperative.

ART. 38. Conposition of the Board of Directors. -The conduct and
managenment of the affairs of a cooperative shall be vested in a



board of directors which shall be conposed of not |ess than five
(5) nor nore than fifteen (15) nmenbers el ected by the genera
assenbly for a termfixed in the bylaws but not exceeding a term
of two (2) years and shall hold office until their successors are
duly elected and qualified, or until duly renoved. However, no
director shall serve for nore than three (3) consecutive ternmns.

ART. 39. Powers of the Board of Directors. - The board of
directors shall direct and supervise the busi ness, nanage the
property of the cooperative and may, by resolution, exercise al
such powers of the cooperative as are not reserved for the genera
assenbly under this Code and the byl aws.

ART. 40. Directors. - (1) Any nenber of a cooperative who, under
the byl aws of the cooperative, has the right to vote and who
possesses all the qualifications and none of the disqualifications
provided in the laws or the bylaws shall be eligible for election
as director.

(2) The cooperative may, by resolution of its board of
directors, adnmt as director, or comrttee nenber one appointed by
any financing institution fromwhich the cooperative received
financi al assistance solely to provide technical know edge not
available within its nmenbership. Such director or comrttee nenber
need not be a nmenber of the cooperative and shall have no powers,
rights nor responsibilities except to provide technical assistance
as required by the cooperative.

ART. 41. Meeting of the Board, Quorum - (1) Regul ar neetings of
the board of directors of every cooperative shall be held nonthly,
unl ess the byl aws provi de otherw se.

(2) Special neetings of the board of directors may be held at
any time upon the call of the President or as provided in the
byl aws.

(3) Amjority of the nenbers of the board shall constitute a
quorum for the conduct of business, unless the bylaws provide
ot herwi se.

(4) Directors cannot attend or vote by proxy at board neetings.
ART. 42. Vacancy in the Board of Directors. - Any vacancy in the

board of directors, other than by expiration of term nmay be
filled by the vote of at least a majority of the remaining

directors, if still constituting a quorum otherw se, the vacancy
must be filled by the general assenbly in a regular or specia
nmeeting called for the purpose. A director so elected to fill a

vacancy shall be elected only for the unexpired termof his
predecessor in office.

ART. 43. O ficers of the Cooperative. - The board of directors
shall elect from anong thensel ves only the chai rman and
vi ce-chai rman, and el ect or appoint other officers of the



cooperative fromoutside of the board in accordance with their

byl aws. All officers shall serve during good behavi or and shal

not be renoved except for cause after due hearing. Loss of
confidence shall not be a valid ground for renoval unless

evi denced by acts or om ssion causing | oss of confidence in the
honesty and integrity of such officer. No two (2) or nobre persons
with relationships up to the third civil degree of consanguinity
or affinity shall serve as elective or appointive officers in the
same board.

ART. 44. Comrittees of Cooperatives. - (1) The bylaws nay create
an executive conmmttee to be appointed by the board of directors
with such powers and duties as nay be delegated to it in the
byl aws or by a ngjority vote of all the nenbers of the board of
directors.

(2) The bylaws shall provide for the creation of an audit
committee and such other committees as may be necessary for the
proper conduct of the affairs of the cooperative.

Unl ess otherw se provided in the bylaws, the board, in case of
vacancy in said commttees, may cause an election to fill the
vacancy or appoint a person to fill the sanme subject to the
provi sion that the person el ected or appointed shall serve only
for the unexpired portion of the term

ART. 45. Functions and Responsibilities of Directors, Oficers

and Committee Menbers. - The functions and responsibilities of the
directors, officers and conmittee nenbers shall be as prescribed
in detail in the bylaws of a cooperative.

ART. 46. Liability of Directors, Oficers and Conmittee Menbers.
- Directors, officers and conmittee nmenbers, who willfully and
knowi ngly vote for or assent to patently unlawful acts or who are
guilty of gross negligence or bad faith in directing the affairs
of the cooperative or acquire any personal or pecuniary interest
in conflict with their duty as such directors, officers or
committee nmenbers shall be liable jointly and severally for al
damages or profits resulting therefromto the cooperative, nenbers
and ot her persons.

When a director, officer or committee nmenber attenpts to acquire
or acquires, in violation of his duty, any interest or equity
adverse to the cooperative in respect to any matter which has been
reposed in himin confidence, he shall, as a trustee for the
cooperative, be liable for damages and for double the profits
whi ch ot herwi se woul d have accrued to the cooperative.

ART. 47. Conpensation - (1) In the absence of any provision in
the bylaws fixing their conpensation, the directors shall not
recei ve any conpensati on except for reasonable per diens:

Provi ded, That any conpensation other than per diens may be
granted to directors by a najority vote of the nenbers with voting
rights at a regular or special general assenbly neeting



specifically called for the purpose: Provided, further, That no
addi ti onal conpensation other than per diens shall be paid during
the first year of existence of any cooperative.

(2) The conpensation of officers of the cooperative as well as
the nmenbers of the comrttees created pursuant to this Code or its
byl aws may be fixed in the byl aws.

(3) Unless already fixed in the bylaws, the conpensation of al
ot her enpl oyees shall be deternmi ned by the board of directors.

ART. 48. Dealings of Directors, Oficers or Conmittee Menbers. -
A contract of the cooperative with one (1) or nore of its
directors, officers, committee nmenbers is voidable, at the option
of such cooperative, unless all the followi ng conditions are
present:

(1) That the presence of such director in the board neeting in
whi ch the contract was approved was not necessary to constitute a
quorum for such neeting;

(2) That the vote of such director was not necessary for the
approval of the contract;

(3) That the contract is fair and reasonabl e under the
ci rcunst ances; and

(4) That in the case of an officer or comm ttee nenber, the
contract with the officer or comrttee nenber has been previously
authorized by the general assenbly or by the board of directors.

Where any of the first two conditions set forth in the preceding
paragraph is absent, in the case of a contract with a director
such contract nay be ratified by a two-thirds (2/3) vote of al
the menbers with voting rights in a neeting called for the
purpose: Provided, That full disclosure of the adverse interest of
the directors involved is made at such neeting, and that the
contract is fair and reasonabl e under the circumnstances.

ART. 49. Disloyalty of a Director. - A director who, by virtue
of his office, acquires for hinself an opportunity which should
bel ong to the cooperative shall be liable for damages and nust
account for double the profits that otherw se would have accrued
to the cooperative by refunding the same, unless his act has been
ratified by a two-thirds (2/3) vote of all the nmenbers with voting
rights. This provision shall be applicable, notwthstanding the
fact that the director used his own funds in the venture.

ART. 50. Illegal Use of Confidential Information. -(1) A
director or officer, or an associate of a director or officer
who, in connection with a transaction relating to shares of a
cooperative or a debt obligation of a cooperative and for his
benefit or advantage or that of an associate, nmakes use of
confidential information that, if generally known, m ght



reasonably be expected to affect materially the value of the share
or the debt obligation, shall be held:

(a) Liable to conpensate any person for a direct |oss suffered
by that person as a result of the transaction, unless the
i nformati on was known or reasonably shoul d have been known to the
person at the tinme of the transaction; and

(b) Accountable to the cooperative for any direct benefit or
advant age received or yet to be received by himor his associate,
as a result of the transaction.

(2) The cooperative shall take the necessary steps to enforce
the liabilities described in subsection (a).

ART. 51. Renobval. - An elective officer, director, or conmittee
menber may be renoved by a vote of two-thirds (2/3) of the voting
menbers present and constituting a quorum in a regular or specia
general assenbly neeting called for the purpose. The person
i nvol ved shall be given an opportunity to be heard at said
assenbl y.

CHAPTER V

RESPONSI BI LI TI ES, RI GHTS AND PRI VI LEGES OF
COOPERATI VES

SEC. 52. Address. - Every cooperative shall have an officia
postal address to which all notices and conmunications shall be
sent. Such address and every change thereof shall be registered
with the Cooperative Devel opment Authority.

ART. 53. Books to be Kept Open. - (1) Every cooperative shal
have the followi ng open to its nenbers and representatives of the
Aut hority for inspection during reasonable office hours at its
of ficial address:

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

(b) A copy of the regulations of the Cooperative Devel opnent
Aut hority;

(c) A copy of the articles of cooperation and byl aws of the
cooperative

(d) A register of nenbers;

(e) The books of the minutes of the neetings of the genera
assenbly, board of directors and comittees;

(f) Share books, where applicable;

(g) Financial statements; and



(h) Such other documents as may be prescribed by |aws or the
byl aws.

(2) The chairman of the audit conmittee of a cooperative shal
be responsi ble for books and records of account of the cooperative
in accordance with generally accepted accounting practices. He
shall al so be responsible for the production of the sane at the
time of audit or inspection.

(3) Each cooperative shall maintain records of accounts such
that the true and correct condition and the results of the
operation of the cooperative may be ascertained therefrom at any
time. The financial statenents, audited according to generally
accepted auditing standards, principles and practices, shall be
publ i shed annual ly.

(4) Subject to the pertinent provisions of the National Interna
Revenue Code and other |aws, a cooperative may di spose by way of
burni ng or other nethod of conplete destruction any document,
record or book pertaining to its financial and nonfinancia
operations which are already nore than five (5) years old except
those relating to transactions which are the subject of civil,
crimnal, and adm ni strative proceedi ngs. An inventory of the
audi ted docunents, records, and books to be disposed of shall be
drawn up and certified to by the cooperative secretary and the
chai rman of the audit conmmittee of the cooperative and presented
to the board of directors which nmay thereupon approve the
di sposition of said records.

ART. 54. Annual Reports. - (1) Every cooperative shall draw up
an annual report of its affairs as of the end of every fisca
year, and publish the sanme furnishing copies to all its menbers of
record. A copy thereof shall be filed with the Cooperative
Devel opnent Authority within sixty (60) days fromthe end of every
fiscal year. The form and contents of the annual report shall be
prescribed by the rules of the Authority. Failure to file the
requi red annual report shall be a ground for revocation of
authority of the cooperative to operate as such. The fiscal year
of every cooperative shall be the cal endar year except as may be
ot herwi se provided in the byl aws.

(2) If any cooperative fails to nake, publish and file the
report required herein, or fails to include therein any matter
required by this Code, the Cooperative Devel opnent Authority
shall, within fifteen (15) days fromthe expiration of the
prescribed period, send such cooperative a registered notice,
directed to its official postal address stating the delinquency
and its consequences. If the cooperative fails to make, publish or
file a copy of the report within thirty (30) days fromreceipt of
such, notice, any nenber of the cooperative or the Government may
petition the court for mandanmus to conpel the cooperative and its
officers to make, publish, and file such report, as the case may
be, and require the cooperative or the officers at fault to pay



all the expenses of the proceeding, including counsel fees when
the filing is nade by a nmenber.

ART. 55. Register of Menbers as Prima Faci e Evidence. - Any
regi ster or list of nmenbers or shares kept by any registered
cooperative shall be prinma facie evidence of the follow ng
particul ars entered therein:

(1) The date on which the nane of any person was entered in such
regi ster or list as nmenber; and

(2) The date on which any such person ceased to be a nenber.

ART. 56. Probative Value of Certified Copies of Entries. - (1) A
copy of any entry in any book, register or list regularly kept in
the course of business in the possession of a cooperative shall
if duly certified in accordance with the rules of evidence, be
admi ssi bl e as evidence of the existence of the entry and prim
facie evidence of the matters and transactions therein recorded.

(2) No person or a cooperative in possession of the books of
such cooperative shall, in any |egal proceedings to which the
cooperative is not a party, be conpelled to produce any of the
books of the cooperative, the contents of which can be proved and
the matters, transactions and accounts therein recorded, unless by
order of a conpetent court.

ART. 57. Bonding of Accountable Oficers. - Every director,
of ficer, and enployee handling funds, securities or property on
behal f of any cooperative shall execute and deliver adequate bonds
for the faithful performance of his duties and obligations. The
board of directors shall determ ne the adequacy of such bonds.

ART. 58. Preference of Clains. - (1) Notwi thstanding the
provi sions of existing |aws, rules and regulations to the
contrary, but subject to the prior claimof the Cooperative
Devel opnent Authority, any debt due a cooperative froma nenber
shall be first lien upon any raw materials, production inputs, and
products produced; or any land, building, facilities, equipnent,
goods or services acquired and held, by such nenber through the
proceeds of the loan or credit granted by the cooperative to him
for as long as the sanme is not fully paid.

(2) No property or interest on property which is subject to a
lien under paragraph (1) shall be sold nor conveyed to third
parties without the prior perm ssion of the cooperative. The lien
upon the property or interest shall continue to exist even after
the sal e or conveyance thereof until such lien has been duly
ext i ngui shed.

(3) Notwithstanding the provisions of any law to the contrary,
any sale or conveyance nmade in contravention of paragraph (2)
hereof shall be void.



ART. 59. Instrunment for Salary or Wage Deduction. -(1) A nenber
of a cooperative may, notw thstanding the provisions of existing
laws to the contrary, execute an instrument in favor of the
cooperative authorizing his enployer to deduct fromthe salary or
wages payable to himby the enployer and pay to the cooperative
such anmobunt as may be specified in satisfaction of any debt or
ot her demand due fromthe nenber to the cooperative.

(2) Upon the execution of such instrument and as nay be required
by the cooperative contained in a witten request, the enpl oyer
shall make the deduction in accordance with the agreement and
remt forthwith the anpunt so deducted to the cooperative. The
enpl oyer shall make the deduction for as |ong as such debt or
ot her demand or any part of it remains unpaid by the enployee.

(3) The term "enpl oyer" as used in this article shall include
all private firms and the national and |ocal governnents and
gover nment - owned or controll ed corporations who have under their
enpl oy a nenber of a cooperative and have agreed to carry out the
terms of the instrument nmentioned in paragraphs (1) and (2) of
this article.

(4) The provision of this article shall also apply to all such
agreenents of the nature referred to in paragraph (1) as were in
force on the date of the approval of this Code.

ART. 60. Primary Lien. - Notwi thstanding the provisions of any
law to the contrary, a cooperative shall have a primary |lien upon
the capital, deposits or interest of a nenber for any debt due to
the cooperative from such a nmenber.

ART. 61. Tax Treatnment of Cooperatives. - Duly registered
cooperatives under this Code which do not transact any business
wi th nonnenbers or the general public shall not be subject to any
government taxes or fees inposed under the internal revenue | aws
and other tax |laws. Cooperatives not falling under this article
shall be governed by the succeedi ng section.

ART. 62. Tax and O her Exenptions. - Cooperatives transacting
busi ness with both nenbers and nonnenbers shall not be subject to
tax on their transactions to nenbers. Notw thstanding the
provi sions of any law or regulation to the contrary, such
cooperatives dealing with nonmenbers shall enjoy the follow ng tax
exenptions:

(1) Cooperatives with accunul ated reserves and undi vi ded net
savi ngs of not nore than Ten mllion pesos (P10, 000, 000.00) shal
be exempt fromall national, city, provincial, municipal or
bar angay taxes of whatever name and nature. Such cooperatives
shall be exenpt from custons duties, advance sal es or conpensating
taxes on their inportation of machineries, equipnment and spare
parts used by them and which are not available locally as
certified by the Departnment of Trade and Industry. Al tax-free
i mportations shall not be transferred to any person until after



five (5) years, otherw se, the cooperative and the transferee or
assignee shall be solidarily liable to pay twi ce the amunt of the
tax and/or duties thereon.

(2) Cooperatives with accunul ated reserves and undi vi ded net
savi ngs of nore than Ten mllion pesos (P10, 000, 000.00) shall pay
the following taxes at the full rate:

(a) Income Tax - On the ampunt allocated for interest on
capitals: Provided, That the same tax is not consequently inposed
on interest individually received by nenbers;

(b) Sales Tax - On sales to nonnmenbers: Provided, however, That
all cooperatives, regardl ess of classification, are exenpt from
t he payment of income and sal es taxes for a period of ten (10)
years.

For cooperatives whose exenptions were renoved by Executive
Order No. 93, the ten-year period shall be reckoned fromthe
effectivity date of said executive order. Cooperatives created
after the approval of this Code shall be granted the sane
exenptions, the period of which shall be reckoned fromthe date of
registration with the Authority: Provided, That at | east
twenty-five per centum (25% of the net inconme of the cooperatives
is returned to the menbers in the formof interest and/or
pat ronage refunds;

(c) Al other taxes unless otherw se provided herein; and

(d) Donations to charitable, research and educationa
institutions and reinvestnment to soci oeconom c projects within the
area of operation of the cooperative may be tax deductible.

(3) Al cooperatives, regardl ess of the ampunt of accunul ated
reserves and undi vided net savings shall be exenpt from paynent of
| ocal taxes and taxes on transactions with banks and insurance
conpani es: Provided, That aB sales or services rendered for
nonmenbers shall be subject to the applicable percentage taxes
except sal es made by producers, marketing or service cooperatives:
Provi ded, further, That nothing in this article shall preclude the
exam nation of the books of accounts or other accounting records
of the cooperative by duly authorized internal revenue officers
for internal revenue tax purposes only, after previous
authorization by the Authority.

(4) Any judge in his capacity as notary public, ex officio,
shall render service, free of charge, to any person or group of
persons requiring either the administration of oath or the
acknow edgnment of articles of cooperation of a cooperative
applicant for registration and instrunments of |oan from
cooperative not exceeding Fifty thousand pesos (P50, 000.00).

(5) Any register of deeds shall accept for registration, free of
charge, any instrunent relative to a | oan nmade under this Code



whi ch does not exceed Fifty thousand pesos (P50, 000.00) or the
deeds of title of any property acquired by the cooperative or any
paper or docunent drawn in connection with any action brought by
the cooperative or with any court judgnment rendered in its favor
or any instrunment relative to a bond of any accountable officer of
a cooperative for the faithful performnce of his duties and

obl i gati ons.

(6) Cooperatives shall be exenpt fromthe paynent of all court
and sheriff's fees payable to the Philippine Governnent for and
i nconnection with all actions brought under this Code, or where
such action is brought by the Cooperative Devel opnment Authority
before the court, to enforce the paynent of obligations contracted
in favor of the cooperative.

(7) Al'l cooperatives shall be exenpt fromputting up a bond for
bri ngi ng an appeal against the decision of an inferior court or
for seeking to set aside any third party claim Provided, That a
certification of the Authority showing that the net assets of the
cooperative are in excess of the anpunt of the bond required by
the court in simlar cases shall be accepted by the court as a
sufficient bond.

(8) Any security issued by cooperatives shall be exenpt fromthe
provi sions of the Securities Act provided such security shall not
be specul ati ve.

ART. 63. Privileges of Cooperatives. - Cooperatives registered
under this Code shall, notw thstanding the provisions of any |aw
to the contrary, be also accorded the follow ng privil eges:

(1) Cooperatives shall enjoy the privilege of depositing their
seal ed cash boxes or contai ners, docunents or any val uabl e papers
in the safes of the nunicipal or city treasurers and other
governnment offices free of charge, and the custodi an of such
articles shall issue a receipt acknow edging the articles received
duly witnessed by another person;

(2) Cooperatives organi zed anong governnent enpl oyees,
notwi t hstandi ng any law or regulation to the contrary, shall enjoy
the free use of any avail able space in their agency, whether owned
or rented by the Governnent;

(3) Cooperatives rendering special types of services and
facilities such as cold storage, ice plant, electricity,
transportation, and sinmlar services and facilities shall secure a
franchi se therefor, and such cooperatives shall open their
menbership to all persons qualified in their areas of operation;

(4) In areas where appropriate cooperatives exist, the
preferential right to supply governnment institutions and agencies
rice, corn and other grains, fish and other marine products, neat,
eggs, mlk, vegetables, tobacco and other agricultural conmodities
produced by their nmenbers shall be granted to the cooperatives



concer ned;

(5) Preferential treatnent in the allocation of fertilizers and
inrice distribution shall be granted to cooperatives by the
appropriate govemrent agencies;

(6) Preferential and equitable treatnment in the allocation or
control of bottonries of commercial shipping vessels in connection
with the shipnment of goods and products of cooperatives;

(7) Cooperatives and their federations, such as market vendor
cooperatives, shall have preferential rights in nmanagenent of
public markets and/or |ease of public market facilities, stall or
spaces;

(8) Credit cooperatives and/or federations shall be entitled to
| oans, credit lines, rediscounting of their |oan notes, and other
eligible papers with the Devel opnent Bank of the Philippines, the
Phi | i ppi ne National Bank, the Land Bank of the Philippines, and
other financial institutions except the Central Bank of the
Phi | i ppi nes;

(9) Cooperatives transacting business with the Governnent of the
Phi |l i ppines or any of its political subdivisions or any of its
agencies or instrunentalities, including governnent-owned and
controll ed corporations shall be exenpt from prequalification
bi ddi ng requirenents; and

(10) Cooperatives shall enjoy the privilege of being represented
by the provincial or city fiscal or the Ofice of the Solicitor
General, free of charge, except when the adverse party is the
Republ i c of the Philippines.

CHAPTER VI
I NSOLVENCY OF COOPERATI VES

ART. 64. Proceedi ngs Upon | nsolvency. - In case a cooperative is
unable to fulfill its obligations to creditors due to insolvency,
such cooperative may apply for such renedies as it may deemfit
under the provisions of the Insolvency Law (Act No. 1956, as
anended) .

Nothing in this article, however, precludes creditors from
seeking protection from said insolvency | aw.

CHAPTER VI |
DI SSOLUTI ON OF COOPERATI VES
ART. 65. Voluntary Dissolution Wiere No Creditors Are Affected.
- If the dissolution of a cooperative does not prejudice the

rights of any creditor having a claimagainst it, the dissolution
may be effected by a mpgjority vote of the board of directors, and



by a resolution duly adopted by the affirmative vote of at | east
two-thirds (2/3) of all the nmenmbers with voting rights at a
neeting to be held upon call of the directors: Provided, That
notice of tinme, place and object of the neeting shall be published
for three (3) consecutive weeks in a newspaper published in the

pl ace where the principal office of said cooperative is |ocated,

or if no newspaper is published in such place, in a newspaper of
general circulation in the Philippines: Provided, further, That
notice of such neeting is sent to each stockhol der or nenber
either by registered nmail or by personal delivery at least thirty
(30) days prior to said neeting. A copy of the resolution
authorizing the dissolution shall be certified by a majority of
the board of directors and countersigned by the secretary of the
cooperative. The Cooperative Devel opnment Authority shall thereupon
i ssue the certificate of dissolution.

ART. 66. Voluntary Dissolution Where Creditors Are Affected. -
Where the dissolution of a cooperative nmay prejudice the rights of
any creditor, the petition for dissolution shall be filed with the
Cooperative Devel opment Authority. The petition shall be signed by
a mpjority of its board of directors or other officers nanagi ng
its affairs, shall he verified by its president or secretary or
one of its directors and shall set forth all clains and demands
against it and that its dissolution was resolved upon by the
affirmative vote of at least two-thirds (2/3) of all the nenbers
with voting rights, at a neeting called for that purpose.

If the petition is sufficient in formand substance, the
Cooperative Devel opment Authority shall, by an order reciting the
purpose of the petition, fix a date on or before which objections
thereto may be filed by any person, which date shall not be |ess
than thirty (30) nor nore than sixty (60) days after the entry of
the order. Before such date, a copy of the order shall be
publ i shed at | east once a week for three (3) consecutive weeks in
a newspaper of general circulation published in the rmunicipality
or city where the principal office of the cooperative is situated,
or in the absence of such newspaper, then in a newspaper of
general circulation in the Philippines, and a sinilar copy shal
be posted for three (3) consecutive weeks in three (3) public
pl aces in the municipality or city.

Upon five (5) days notice, given after the date on which the
right to file objections as fixed in the order has expired, the
Cooperative Devel opment Authority shall proceed to hear the
petition and try any issue nmade by the objections filed; and if no
such objection is sufficient, and the material allegations of the
petition are true, it shall issue an order dissolving the
cooperative and directing such disposition of its assets as
justice requires. The order of dissolution shall set forth
t herein:

(1) The assets and liabilities of the cooperative;

(2) The claimof any creditor;



(3) The nunber of nenbers; and

(4) The nature and extent of the interests of the nmenbers of the
cooperative

ART. 67. Involuntary Dissolution. - A cooperative nay be
di ssol ved by order of a conpetent court after due hearing on the
grounds of: (1) violation of any |law, regulation, or provisions of
its bylaws; or (2) insolvency.

ART. 68. Dissolution by Order of the Authority. --The Authority
may suspend or revoke, after due notice and hearing, the
certificate of registration of a cooperative on any of the
foll owi ng grounds:

(1) Having obtained its registration by fraud;
(2) Existing for an illegal purpose;

(3) WIIlful violation, despite notice by the Authority, of the
provi sions of this Code or its byl aws;

(4) WIIlful failure to operate on a cooperative basis; and

(5) Failure to neet the required mni mum nunber of nenbers in
t he cooperati ve.

ART. 69. Dissolution by Failure to Organi ze and Operate. - If a
cooperative has not comenced business and operation within two
(2) years after the date shown on its certificate of registration
or has not carried on business for two (2) consecutive years, the
Aut hority shall send formal inquiry to the said cooperative as to
the status of its operation. Failure of the cooperative to
promptly provide justifiable cause for its failure to operate
shall warrant the Authority to strike off its nanme fromthe
regi ster and, for all intents and purposes, the cooperative shal
be deemed di ssol ved.

ART. 70. Cooperative Liquidation. - Every cooperative whose
charter expires by its own limtation or whose cooperative
exi stence is term nated by voluntary dissolution or is term nated
by appropriate judicial proceedings shall neverthel ess be
continued as a body cooperative for three (3) years after the tine
when it woul d have been so dissolved, for the purpose of
prosecuti ng and defending suits by or against it and enabling it
to settle and close its affairs, to dispose of and convey its
property and to distribute its assets, but not for the purpose of
continuing the business for which it was established.

At any tinme during said three (3) years, said cooperative is
aut hori zed and enpowered to convey all of its property to trustees
for the benefit of nmenbers, creditors and ot her persons in
interest. From and after any such conveyance by the cooperative of



its property in trust for the benefit of its nmenbers, creditors
and others in interest, all interest which the cooperative had in
the property ternminates the |legal interest vests in the trustees
and the beneficial interest vests in the nenbers, creditors or

ot her persons in interest.

Upon the wi nding up of the cooperative affairs, any asset
distributable to any creditor or sharehol der or menber who is
unknown or cannot be found shall be given to the federation, union
or association to which the cooperative is affiliated or to the
novenent .

Except by decrease of share capital and as otherw se all owed by
this Code, no cooperative shall distribute any of its assets or
property except upon | awful dissolution and after paynent of al
its debts and liabilities.

ART. 71. Rules and Regul ations on Liquidation. -The Authority
shall issue the appropriate inplenenting guidelines for the
liquidation of cooperatives.

CHAPTER VI I |
CAPI TAL, PROPERTY, AND FUNDS

ART. 72. Capital. - The capitalization of cooperatives and the
accounting therefor shall be govermed by the provisions of this
Code and the regul ations issued thereunder.

ART. 73. Capital Sources. - Cooperatives registered under this
Code nmy derive their capital fromany or all of the follow ng
sour ces:

(1) Menbers' share capital
(2) Loans and borrow ngs including deposits;

(3) Revolving capital which consists of the deferred paynent of
patronage refunds, or interest on share capital; and

(4) Subsidies, donations, |egacies, grants, aids and such other
assi stance fromany local or foreign institution whether public or
private.

ART. 74. Limtation on Share Capital Hol dings. -No nenmber of a
cooperative other than a cooperative shall own or hold nore than
twenty per centum (20% of the share capital of the cooperative.

Where a nenber of a cooperative dies, his heir shall be entitled
to the shares of the decedent: Provided, That the total share
hol di ng of the heir does not exceed twenty per centum (20% of the
share capital of the cooperative: Provided, further, That the heir
qualify and is adnmtted as nenber of the cooperative: Provided,
finally, That where the heir fails to qualify as such nenber or



where his total share hol ding exceeds twenty per centum (20% of
the share capital, the share or shares in excess will revert to
the cooperative upon paynent to the heir of the value of such
shares.

ART. 75. Assignnment of Share Capital Contribution or Interest. -
Subj ect to the provisions of this Code, no nenber shall transfer
his shares or interest in the cooperative or any part thereof
unl ess:

(1) He has held such share capital contribution or interest for
not | ess than one (1) year

(2) The assignnment is made to the cooperative or to a nmenber of
the cooperative or to a person who falls within the field of
menber ship of the cooperative; and

(3) The board of directors has approved such assi gnnent.

ART. 76. Interest on Share Capital. - Interest on share capita
shall not exceed the normal rate of return on investnents as
deternmi ned by the Cooperative Devel opnent Authority and such
i nterest shall be noncunul ati ve.

ART. 77. Shares. - The term "share" referes to a unit of capita
the par value of which may be fixed at any figure but not |ess
than One peso (P1.00). The share ccapital of a cooperative is the
noney paid or required to be paid for to conduct its operations.
The nmethod of issuing the share certificates nay be prescribed in
the byl aws of the cooperative.

ART. 78. Fines. - The bylaws of a cooperative may prescribe a
fine on unpaid subscribed share Capital subject to the guidelines
whi ch the Cooperative Devel opnent Authority may issue.

ART. 79. Investnent of Capital. - (1) A cooperative nmay invest
its capital in any of the foll ow ng:

(a) In shares or debentures or securities of any other
cooperative

(b) I'n any reputable bank in the locality, or any cooperative;
(c) In securities issued or guaranteed by the Government;

(d) Inreal estate primarily for tlie use of the cooperative or
its nmembers; or

(e) In any other manner authorized in the byl aws.

ART. 80. Revolving Capital. -- The general assenbly of any
cooperative may authorize the board of directors to raise a
revolving capital to strengthen its capital structure by deferring
the payment of patronage refunds and interest on share capital or



by the authorized deduction of a percentage fromthe proceeds of
products sold or per unit of product handl ed. The board of
directors shall issue revolving capital certificates with seria
nunber, name, anount, and rate of interest to be paid and shal
distinctly set forth that the tine of retirement by such
certificates and the ampunts to be returned are at the discretion
of the board of directors.

CHAPTER | X
AUDI T, | NQUIRY AND MEMBERS' RIGHT TO EXAM NE

ART. 81. Annual Audit. -- Cooperatives under this Code shall be
subj ect to an annual audit by an auditor who satisfies all of the
foll owing qualifications:

(1) He is independent of the cooperative being audited and of
any subsidiary of the cooperative; and

(2) He is a nmenber of any recogni zed professional accounting or
cooperative auditors' association with simlar qualifications.

ART. 82. Audit Report. - The auditor shall submt to the audit
committee a report of the audit which shall contain a statenment of
the assets and liabilities of the cooperative, including earnings
and expenses, anmpount of net surplus as well as |osses and bad
debts, if any.

The audit committee shall forthwith furnish the board of
directors a copy of the audit report. Thereafter, the board of
directors shall present the conplete audit report to the genera
assenbly in its next neeting.

ART. 83. Nonliability for Defamation. - An auditor is not liable
to any person in an action for defamati on based on any act done,
or any statement made by himin good faith in connection with any
matter he is authorized or required to do pursuant to this Code.

ART. 84. Right to Exami ne. - A nenber shall have the right to
exam ne the records required to be kept by the cooperative under
Article 51 of this Code during reasonabl e hours on business days
and he nmay demand, in witing, for a copy of excerpts from said
records wi thout charge except the cost of reproduction.

Any officer of the cooperative who shall refuse to allow any
menber of the cooperative to exam ne and copy excerpts fromits
records shall be liable to such nenber for damages and shall be
guilty of an of fense which shall be punishable under Article 106
of this Code: Provided, That if such refusal is pursuant to a
resolution or order of the board of directors, the liability under
this article shall be inmposed upon the directors who voted for
such refusal: Provided, further, That it shall be a defense to any
action under this article that the nmenber demandi ng to exam ne and
copy excerpts fromthe cooperative records has inproperly used any



i nformati on secured through any prior exam nation of the records
of such cooperative or was not acting in good faith or for a
| egitimate purpose in making his demand.

ART. 85. Safety of Records. - Every cooperative shall, at its
principal office, keep and carefully preserve the records required
by this Code to be prepared and nmaintained. It shall take al
necessary precaution to prevent its |oss, destruction or
fal sification.

CHAPTER X
ALLOCATI ON AND DI STRI BUTI ON OF NET SURPLUS

ART. 86. Net Surplus. - Notwi thstanding the provisions of
exi sting | aws, the net surplus of cooperatives shall be determ ned
in accordance with its bylaws. Every cooperative shall determ ne
its net surplus at the close of every fiscal year and at such
other tinme as may be prescri bed by the byl aws.

The net surplus shall not be construed as profit but as excess
of paynments made by the nenbers for the | oans borrowed, or the
goods and services bought by them fromthe cooperative and which
shal |l be deenmed to have been returned to themif the same is
di stributed as prescribed herein.

ART. 87. Order of Distribution. - The net surplus of every
cooperative shall be distributed as foll ows:

(1) An amount for the reserve fund, which shall be at |least ten
per centum (10% of net surplus:

(a) The reserve fund shall be used for the stability of the
cooperative and to nmeet net losses in its operations. The genera
assenbly may decrease the amount allocated to the reserve fund
when reserve fund al ready exceeds the share capital

Any sumrecovered on itens previously charged to the reserve
fund shall be credited to such fund.

(b) The reserve fund shall not be utilized for investnent, other
than those allowed in this Code. Such sum of the reserve fund in
excess of the share capital nay be used at anytinme for any project
t hat woul d expand the operations of the cooperative upon the
resolution of the general assenbly.

(c) Upon the dissolution of the cooperative, the reserve fund
shall not be distributed anmong the nenbers. The general assenbly
may resolve

(i) To establish a usufructuary trust fund for the benefit of
any federation or union to which the cooperative is affiliated;
and



(ii) To donate, contribute, or otherw se di spose of the anpunt
for the benefit of the community where the cooperative operates.
If the nmenbers cannot deci de upon the disposal of the reserve
fund, the sane shall go to the federation or union to which the
cooperative is affiliated.

(2) An amount for the education and training fund, which shal
be not nore than ten per centum (10% of net surplus. The byl aws
may provide that certain fees or fines or a portion thereof be
credited to such fund.

(a) Half of the ampunts transferred to the education and
training fund annually under this subsection may be spent by the
cooperative for education and training and other purposes; while
the other half shall be credited to the cooperative education and
training fund of the respective apex organi zation of which the
cooperative is a nmenber. An apex organization nmay be a federation
or union.

(b) Upon the dissolution of the cooperative, the unexpended
bal ance of the education and training fund appertaining to the
cooperative shall be credited to the cooperative education and
training fund of the abovementi oned apex organi zation

(3) An optional fund, a |and and buil ding, community
devel opnent, and any ot her necessary fund the total of which may
not exceed ten per centum (109%.

(4) The remaining net surplus shall be made available to the
menbers in the formof interest not to exceed the normal rate of
return on investnments and patronage refunds.

The sum al | ocated for patronage refunds shall be nmade avail abl e
at the sane rate to all patrons of the cooperative in proportion
to their individual patronage: Provided, That:

(a) In the case of a nmenmber patron with paid up share capita
contribution, his proportionate amunt of patronage refund shal
be paid to himunless he agrees to credit the amount to his
account as additional share capital contribution;

(b) In the case of a menmber patron with unpaid share capita
contribution, his proportionate amunt of patronage refund shal
be credited to his account until his share capital contribution
has been fully paid,;

(c) In the case of a nonnenber patron, his proportionate anmount
of patronage refund shall be set aside in a general fund for such
patrons and shall be allocated to individual nonnenber patrons
only upon request and presentation of evidence of the anount of
hi s patronage. The amount so all ocated shall be credited to such
patron toward paynent of the mininmum capital contribution for
menber shi p. When a sum equal to this anount has accunul ated at any
time within a period specified in the bylaws, such patron shall be



deened and beconme a nenber of the cooperative if he so agrees or
requests and conplies with the provisions of the bylaws for
adm ssion to nmenbership

(d) If within any period of tine specified in the bylaws, any
subscri ber who has not fully paid his subscribed share capital or
any nonnenber patron who has accurul ated the sum necessary for
menber shi p but who does not request nor agree to becone a nenber
or fails to conply with the provisions of the bylaws for adni ssion
to membershi p, the anpbunt so accunul ated or credited to their
account together with any part of the general fund for nonnmenber
patrons shall be credited to the reserve fund or to the education
and training fund of the cooperative, at the option of the
cooperative

CHAPTER XI

SPECI AL PROVI SI ONS RELATI NG TO AGRARI AN
REFORM COOPERATI VES

ART. 88. Coverage. -- The provisions of this Chapter shal
primarily govern agrarian reform cooperatives: Provided, That the
provi sions of other chapters of this Code shall apply suppletorily
except insofar as this Chapter otherw se provides.

ART. 89. Definition and Purpose. - An agrarian reform
cooperative within the nmeaning of this Code is one where the
majority of the nmenbers are agrarian reform beneficiaries and
mar gi nal farmers and organi zed for any or all of the follow ng
pur poses:

(1) To devel op an appropriate system of |and tenure, |and
devel opnent, | and consolidation or |and managenment in areas
covered by agrarian reform

(2) To coordinate and facilitate the dissemnmi nation of scientific
nmet hods of production, and provi de assistance in the storage,
transport, and marketing of farm products for agrarian reform
beneficiaries and their imediate fanmily, hereinafter referred to
as "beneficiaries";

(3) To provide financial facilities to beneficiaries for
provi dent or productive purposes at reasonabl e costs;

(4) To arrange and facilitate the expeditious transfer of
appropriate and suitable technology to beneficiaries and nargina
farmers at the | owest possible cost;

(5) To provide social security benefits, health, nedical and
soci al insurance benefits and other social and economnic benefits
that pronote the general welfare of the agrarian reform
beneficiari es and margi nal farnmers;

(6) To provide non-formal education, vocational/ technica



training, and livelihood prograns to beneficiaries and nmargi na
farnmers;

(7) To act as channels for external assistance and services to
t he beneficiaries and nmargi nal farmers;

(8) To undertake a conprehensive and integrated devel opnent
programin agrarian reformand resettlenment areas with specia
concern for the devel opnment of agro-based, marine-based, and
cottage-based industries;

(9) To represent the beneficiaries on any or all matters that
affect their interest; and

(10) To undertake such other econonmic or social activities as
may be necessary or incidental in the pursuit of the foregoing
pur poses.

ART. 90. Cooperative Estates. - Landhol dings |like plantations,
estates or haciendas acquired by the State for the benefit of the
wor kers in accordance with the Conprehensive Agrarian Reform
Program shal |l be owned collectively by the workers-beneficiaries
who shall form a cooperative at their option.

ART. 91. Infrastructure. - In agrarian reformand resettl enent
areas, the Government shall grant to agrarian reform cooperatives
preferential treatnment, if necessary, the authority to construct,
mai ntai n, and nmanage wi th governnent fundi ng roads, bridges,
canal s, wharves, ports, reservoirs, irrigation systens, waterworks
systenms, and other infrastructures. For this purpose, govemrent
techni cal assistance, facilities and equi prent shall be nade
avail abl e to such agrarian reform cooperatives for their use.

ART. 92. Lease of Public Lands. - The Governnent nmmy | ease
public lands to any agrarian reform cooperative for a period not
exceeding twenty-five (25) years, subject to renewal for another
twenty-five (25) years only: Provided, That the application for
renewal shall be nade one (1) year before the expiration of the
| ease: Provided, further, That such | ease sliall be for the
excl usive use and benefit of the beneficiaries and nargina
farmers subject to the provisions of the Conprehensive Agrarian
Ref orm Program

ART. 93. Preferential Right. - In agrarian reformareas, an
agrarian reform cooperative shall have the preferential right in
the grant of franchise and certificate of public conveni ence and
necessity for the operation of public utilities and services:

Provi ded, That it neets the requirenments and conditions inposed by
the appropriate govenment agency granting the franchise or
certificate of public convenience and necessity.

El ectric service agencies shall, upon request of agrarian reform
cooperatives, inmmediately provide electric services to agrarian
reformareas. If the electric service agencies concerned fails for



any reason to provide the services requested within a period of
one (1) year fromreceipt thereof, the agrarian reform cooperative
concerned may provide the electric services in the agrarian reform
area directly through its own resources and shall continue to do
so until such tine that the electric service agency concerned
purchases all the investnments nmade by the agrarian reform
cooperative in the electrification of the agrarian reform areas.

ART. 94. Privilege& - Subject to such reasonable terns and
conditions as the Departnent of Agrarian Reform and the Authority
may i npose, agrarian reform cooperatives nmay be given the
exclusive right to do any or all of the follow ng econonic
activities in agrarian reformand resettl enment areas:

(1) Supply and distribution of consumer, agricultural
aquacul tural, and industrial goods, production inputs, and raw
mat eri al s and supplies, machinery, equipnent, facilities and other
services and requirenents of the beneficiaries and margi na
farmers in the agrarian reform areas at reasonabl e prices;

(2) Marketing of the products and services of the beneficiaries
on the local and foreign nmarkets;

(3) Processing of the nenbers' products into finished consuner
or industrial goods for donestic consunption or for export;

(4) Provision of essential public services at cost such as
power, irrigation, potable water, passenger and/or cargo
transportation by land, sea, or air, conmunication services, and
public health and nedical care services;

(5) Managenent, conservation, and conmerci al devel oprment of
marine, forestry, mneral, water, and other natural resources
subj ect to conpliance with the | aws and regul ati ons on
envi ronnental and ecol ogi cal controls;

(6) Provision of financial, technological, and other services
and facilities required by the beneficiaries in their daily lives
and |ivelihood.

The Governnent shall provide the necessary financial and
techni cal assistance to agrarian reform cooperatives to enable
themto discharge effectively their purposes under this article.
The Departnent of Agrarian Reform the Cooperative Devel opnent
Aut hority and the Central Bank of the Philippines shall draw up a
joint programfor the organization and financing of the agrarian
ref orm cooperatives subject to this Chapter. The joint program
shall be geared towards the beneficiaries' gradual assunption of
full ownership and managenent control of the agrarian reform
cooperatives within ten (10) years fromthe date of registration
of said cooperatives.

ART. 95. Organi zation and Registration. - Agrarian reform
cooperatives may be organized and regi stered under this Code only



upon prior witten verification by the Departnment of Agrarian
Reformto the effect that the sane is needed and desired by the
beneficiaries; results of a study that has been conducted fairly
i ndicate the economic feasibility of organizing the sanme and that
it will be economically viable in its operations; and that the
same may now be organi zed and registered in accordance with the
requi renents of this Code.

CHAPTER XI |

SPECI AL PROVI SI ONS ON PUBLI C SERVI CE
COOPERATI VES

ART. 96. Definition and Coverage. -- A public service
cooperative, within the neaning of this Code, is one organized to
render public services as authorized under a franchise or
certificate of public convenience and necessity duly issued by the
appropriate governnent agency. Such services may include the
fol | owi ng:

(1) Power generation, transm ssion, and/or distribution;

(2) lce plants and cold storage services. Electric cooperatives
created under Presidential Decree No. 269 shall be govened by this
Chapter if they qualify as cooperatives under the provisions of
t hi s Code;

(3) Communi cations services including tel ephone, tel egraph, and
t el ecomruni cati ons;

(4) Land, sea, and air transportation cooperatives for passenger
and/ or cargo. Transport cooperatives organi zed under the
provi si ons of Executive Order No. 898, Series of 1983, shall be
govened by this Chapter;

(5) Public markets, slaughterhouses and other simlar services;
and

(6) Such other types of public service as nmay be engaged in by
any cooperative. Such cooperative shall be primarily govened by
this Chapter and the general provisions of this Code insofar as
they may be applicable unless they are inconsistent herewth.

ART. 97. Registration Requirenents. - No public service
cooperative shall be registered unless it satisfies the follow ng
requi renents:

(1) It has the favorabl e endorsenent of the proper governnent
agency authorized to issue the franchise or certificates of public
conveni ence and necessity;

(2) Its articles of cooperation and byl aws provide for the
menber ship of the users and/or producers of the service of such
cooperatives; and



(3) It satisfies such other requirenments as may be inposed by
the other pertinent govenment agencies concerned. In case there
are two (2) or nore applicants for the sanme public service
franchise or certificate of public convenience and necessity, al
t hi ngs bei ng equal, preference shall be given to a public service
cooperative

ART. 98. Regul ati on of Public Service Cooperatives. - (1) The
internal affairs of public service cooperatives such as the rights
and privileges of nenbers, the rules and procedures for neetings
of the general assenbly, board of directors and comittees; for
the election and qualifications of officers, directors, and
committee nmenbers; allocation and distribution of surpluses; and
all other matters relating to their internal affairs shall be
governed by this Code.

(2) All matters relating to the franchise or certificate of
publ i ¢ conveni ence and necessity of public service cooperatives
such as capitalization and investnent requirenents, equipment and
facilities, frequencies, rate-fixing, and such other natters
affecting their public service operations shall be governed by the
proper government agency concer ned.

(3) The Cooperative Devel opnment Authority and the proper
gover nment agency concerned shall jointly issue the necessary
rules and regulations to inplenent this Chapter

CHAPTER XI I

SPECI AL PROVI SI ONS RELATI NG TO
COOPERATI VE BANKS

ART. 99. CGoverning Law. - (1) The provisions of this Chapter
shall primarily govern cooperative banks regi stered Linder this
Code and the other provisions of this Code shall apply to them
only insofar as they are not inconsistent with the provisions
contained in this Chapter

(2) Cooperatives duly established and regi stered under the
provi sions of this Code may organi ze anong thensel ves a
cooperative bank which shall 1ikew se be considered a cooperative
regi sterabl e under the provisions of this Code subject to the
requi renents of and requisite authorization fromthe Central Bank

ART. 100. Definition, Classification and Functions. - A
cooperative bank is one organized by, the majority shares of which
is owned and controlled by, cooperatives prinmarily to provide
financial and credit services to cooperatives. The term
"cooperative bank" shall include cooperative rural banks.

A cooperative bank may performthe follow ng functions:

(1) To carry on banking and credit services for the



cooperatives;

(2) To receive financial aid or |oans fromthe Governnent and
the Central Bank of the Philippines for and in behalf of the
cooperative banks and primary cooperatives and their federations
engaged in business and to supervise the | ending and collection of
| oans;

(3) To nobilize savings of its nmenbers for the benefit of the
cooperative novenent;

(4) To act as a bal ancing nedium for the surplus funds of
cooperatives and their federations;

(5) To discount bills and prom ssory notes issued and drawn by
cooperatives;

(6) To issue negotiable instrunents to facilitate the activities
of cooperatives;

(7) To issue debentures subject to the approval of and under
conditions and guarantees to be prescribed by the CGovernnent;

(8) To borrow noney from banks and other financial institutions
within the limt to be prescribed by the Central Bank; and

(9) To carry out all other functions as may be prescribed by the
Aut hority: Provided, That the performance of any banking function
shall be subject to prior approval by the Central Bank of the
Phi | i ppi nes.

ART. 101. Registration Requirenents. - No entity shall be
regi stered by the Cooperative Devel opnment Authority as a
cooperative bank unless the articles of cooperation and byl aws
thereof as well as its establishnment and operation as a
cooperative bank have been approved by the Central Bank of the
Philippines and it satisfies all requirenents for registration as
a cooperative

ART. 102. Menbership. - Menbership of a cooperative bank shal
i nclude only cooperatives and federati ons of cooperatives.

ART. 103. Board of Directors. - The nunber, conposition, and
voting rights of the board of directors shall be defined in the
articles of cooperation and byl aws of the cooperative bank,
notwi t hstandi ng provisions of this Code to the contrary.

ART. 104. Loans. - Cooperatives may obtain |loans froma
cooperative bank. Loans granted by a cooperative bank shall be
reported to the Central Bank of the Philippines.

ART. 105. Supervision. - The cooperative banks registered under
this (,ode shall be under the supervision of the Central Bank. rhe
Central Bank upon consultation with the agency and the cooperative



nmovenent shall fornul ate guidelines regarding the operations and
banki ng transacti ons of cooperative banks. These gui delines shal
gi ve due recognition to the unique cooperative nature and
character of cooperative banks. To this end, cooperative banks may
be exempted from Central Bank rules and regul ati ons, applicable to
ot her types of banks, which would inpede the cooperative rura

bank from performng legitimte financial and banking services to
its members.

ART. 106. Capitalization. - (1) A national cooperative bank
shall have a m ni nrum aut hori zed share capital of Two hundred
mllion pesos (P200,000,000.00) in relation to Article 14(5). The
authorized share capital shall be divided into such nunber of
shares with a m ni num par val ue of One thousand pesos (P1, 000.00)
per share. For the purpose primarily of determ ning the pernmanency
of equity, the types of share a cooperative bank nay issue,
including the terns thereof and the rights appurtenant thereto,
shall be subject to such rules and regul ations as the Central Bank
may prescribe.

(2) A local cooperative bank shall have a m ni mrum aut hori zed
share capital of Twenty million pesos (P20,000,000.00) divided
into such nunber of shares with a m ni num par val ue of One hundred
pesos (P100.00) per share.

ART. 107. Distribution of Net Surplus. -- The provisions of this
Code on the allocation and distribution of net surplus shal

apply.

ART. 108. Privileges. - Cooperative banks shall have the
following privileges subject to the approval of the Central Bank
and conpliance with applicable banking | aws, rules and
regul ati ons:

(1) The cooperative banks regi stered under this Code shall be
given the sanme privilege granted to the rural banks, private
devel opnent banks, commercial banks, and all other banks to
redi scount notes with the Central Bank, the Land Bank of the
Phi |'i ppi nes, and other government banks without affecting in any
way the provisions of this Code; and

(2) To act as a depository of government funds. For this
purpose, all governnent, departments, agencies and units of the
nati onal and | ocal governnments, including governnent-owned and
controll ed corporations are hereby authorized to deposit their
funds in any cooperative bank.

ART. 109. Assistance to Cooperative Bank. -- Wenever a
cooperative bank organi zed under this Code is distressed or may
need assistance in the rehabilitation of its financial condition
or to avoid bankruptcy, the Mnetary Board of the Central Bank of
the Philippines shall designate an official of the Central Bank or
a person of recogni zed conpetence, in banking or finance as
recei ver or conservator of the said bank pursuant to the



provi sions of Section 29 of Republic Act No. 265, as amended.
CHAPTER XI V

SPECI AL PROVI SI ONS RELATI NG TO
CREDI T COOPERATI VE

ART. 110. Coverage. - This Chapter shall apply only to credit
cooperatives and the rest of the provisions of this Code shal
apply to theminsofar as the same are not inconsistent with the
provi sions of this Chapter

ART. 111. Definition and Objectives. - A credit cooperative is a
financi al organi zation owned and operated by its nmenbers with the
foll owi ng objectives:

(1) To encourage savings anong its nenbers;

(2) To create a pool of such savings for which | oans for
productive or provident purposes may be granted to its nenbers;

and

(3) To provide related services to enable its nmenbers to
maxi m ze the benefit from such | oans.

ART. 112. Organi zation and Registration. - Credit cooperatives
shall be organi zed and regi stered in accordance with the genera
provisi ons of this Code.

ART. 113. Organi zational Linkage. - Credit cooperatives may
organi ze chapter or subsidiaries, or join | eagues and federations
for the purpose of providing commonly needed essential services
i ncluding but not limted to the follow ng:

(1) Interlending of surplus fund;

(2) Mutual benefits;

(3) Deposit guarantee;

(4) Bonding;

(5) Education and training;

(6) Professional and technical assistance;

(7) Research and devel opnent;

(8) Representation; and

(9) Oher services needed to inprove their performance.

Exi sting support organi zati ons such as federations of credit
cooperatives, credit cooperatives at the provincial, regional and



nati onal |evels may continue as such under this Code.

ART. 114. Prohibition. - The term "credit cooperative" shall be
used exclusively by those who are duly registered under this
Chapter, and no person or group of persons, or organi zations shal
use the said termunless duly regi stered herein.

CHAPTER XV

SPECI AL PROVI SI ONS RELATI NG TO
COOPERATI VE | NSURANCE SOCI ETI ES

ART. 115. Cooperative |Insurance Societies. - Existing
cooperatives may organi ze thenselves into a cooperative insurance
entity for the purpose of covering the insurance requirenments of
the cooperative nenbers including their properties and assets.

ART. 116. Types of Insurance Provided - Under the cooperative
i nsurance program established and fornmed by virtue of the
provi sions of this Code, the cooperative insurance societies shal
provide its constituting nmenbers different types of insurance
coverage consisting of, but not limted to, life insurance with
speci al group coverage, |oan protection, retirenment plans,
endownent with health and accident coverage, fire insurance, notor
vehi cl e coverage, bonding, crop and livestock protection and
equi pnent i nsurance.

ART. 117. Applicability of Insurance Laws. - The provisions of
the Insurance Code and all other |aws and regulations relative to
the organi zati on and operation of an insurance conpany shall apply
to cooperative insurance entities organized under this Code. The
requi renents on capitalization, investnents and reserves of
i nsurance firns may be liberally nodified upon consultation with
t he Cooperative Devel opment Authority and the cooperative sector
But in no case may the requirenents be reduced to | ess than half
of those provided for under the Insurance Code and other rel ated
I aws.

ART. 118. Inplenenting Rules. - The |Insurance Comnm ssion, upon
consultation with the Cooperative, Devel opnment Authority and the
cooperative sector, shall formulate the rules and regul ati ons
i mpl enenting these provisions.

CHAPTER XVI
M SCELLANEQUS PROVI SI ONS

ART. 119. Conpliance with Other Laws. - (1) The Labor Code and
all other labor laws shall apply to all cooperatives.

(2) The Social Security Act, the Medical Care Act, and all other
social legislations shall apply to all cooperatives.

(3) Al other |laws and executive orders applicable to



cooperatives duly regi stered under this Code.

ART. 120. Regi ster of Cooperatives. - The Cooperative
Devel opnent Authority shall establish a register which shal
contain a chronol ogi cal entry of the nane of every cooperative
regi stered or dissolved under this Code together with the basic
information required for registration or dissolution and any ot her
i nformati on considered useful. The Cooperative Devel opnment
Aut hority shall publish every year a list of cooperatives in
exi stence, under dissolution and whose registration is cancelled
during the year together with such information on each of them as
may be prescribed in the regul ations.

ART. 121. Settlement of Disputes. - Disputes anbpng nenbers,
officers, directors, and committee nmenbers, and intra-coopeRAtive
di sputes shall, as far as practicable, be settled anmicably in

accordance with the conciliation or nediati on nechani sns enbodi ed
in the bylaws of the cooperative, and in applicable |aws.

Shoul d such a conciliation/nmediation proceeding fail, the matter
shall be settled in a court of conpetent jurisdiction.

CHAPTER XVI |
FI NAL PROVI SI ONS

ART. 122. Electric Cooperative& - Electric cooperatives shall be
covered by this Code. However, there shall be a transition period
of three (3) years within which the Cooperative Devel opnent
Aut hority and the National Electrification Administration shal
hel p and assi st electric cooperatives to qualify under this Code.
The Cooperative Devel opment Authority and the Nationa
Electrification Adm nistration shall jointly promul gate rules and
regul ations to the end that the provisions of this |aw are
har moni zed with the provisions of Presidential Decree No. 269.

ART. 123. Regul ations. - (1) The Cooperative Devel opnent
Aut hority may issue regulations to inplenment those provisions of
this Code which expressly call for the issuance thereof. This
par agraph shall not apply to those cases wherein a specific
provi sion of this Code expressly designates particul ar gover nnent
agenci es which shall issue the regulations called for by any
provi sion of this Code.

(2) Where a provision of this Code does not expressly call for
nor authorize the issuance of a regulation, no regulation shall be
i ssued thereon. Any regulation issued in violation of this
par agraph shall be null and void ab initio.

(3) No regulation shall be issued nor become effective under
this Code unless the follow ng requirenents are satisfied:

(a) Public annou*ncenent on the intention to issue regul ations
describing the subject to be dealt on with a copy of the proposed



regul ati ons attached, inviting the public to make known their
views thereon and submt their positions with respect thereof. The
announcenent shall be published in a daily newspaper of nationa
general circulation at |east once a week for four (4) consecutive
weeks prior to the intended date of comrencenent of the public
heari ng thereon, specifying the date, tine and place of the public
heari ng;

(b) Public hearings may be conducted separately in Luzon,
Vi sayas and M ndanao by the Authority and the proceedi ngs thereof
shall be duly recorded. Mnutes of a public hearing shall be nade
available to the public at cost. The public hearing may be held in
several sessions: Provided, That no session shall be conducted
unl ess the m nutes of all other previous sessions have been
publ i shed bef orehand;

(c) The proceed regul ati ons shall be supported by a nmenorandum
of justification for every provision thereof which shall include
citation of the | egal bases therefor, the reasons for such
provi sion, and the expected results therefrom and

(d) The regul ations shall be recomended by the Authority and
approved by the Ofice of the President, and the sane shall take
effect thirty (30) days after publication in the Oficial Gazette.

ART. 124. Penal Provisions. - The follow ng acts or om ssions
af fecting cooperatives are hereby prohibited:

(1) The use of the word "cooperative" by any person or of
persons or organizations, donestic or foreign, unless duly
regi stered as a cooperative under this Code. In case of violation
hereof, the individual or individuals concerned, or in the case of
an organi zation, its officers and directors shall, upon
conviction, each suffer the penalty of inprisonnent for one (1)
year and a fine not exceedi ng One thousand pesos (P1, 000.00) or
both at the discretion of the court;

(2) Direct or indirect interference or intervention by any
public official or enployee into the internal affairs of a
cooperative of which he is not a nenber, such as, but not limted
to, the foll ow ng:

(a) Influencing the election or appointnment of officers,
directors, conmttee menbers and enpl oyees through public or
private endorsenent or canpaign for or against any person or group
of persons;

(b) Requiring prior clearance for any policy or decision wthin
t he cooperati ve;

(c) Requesting or demanding for the creation of positions or
organi zational units, or recommending ally person for appointnent,
transfer, or renoval fromhis position; or



(d) Any other acts inimcal or adverse to the autonony and
i ndependence of cooperatives.

In case of violation of any provision of this subsection,
the individual or individuals, and in the case of organizations,
its officers and directors shall, upon conviction by a court,
each suffer a penalty of not less than one (1) year but not
nore than five (5) years inprisonment or a fine in the
anount of not |ess than Five thousand pesos (P5,000.00),
or both at the discretion of the court;

(3) Adirector, Oficer or cormittee nmenber who violated the
provi sions of Article 47 (liability of directors, officers and
committee nmenbers), Article 50 (disloyalty of a director) and
Article 51 (illegal use of confidential information) shall upon
conviction suffer a fine of not |ess than Five thousand pesos
(P5, 000.00) nor nore than Five hundred thousand pesos
(P500, 000. 00) or inprisonnment of not less than five (5) years but
not nore than ten (10) years or both at the court's discretion;

(4) Any violation of any provision of this Code for which no
penalty is inposed shall be punished by inprisonnent of not |ess
than six (6) nmonths nor nore than one (1) year and a fine of not
| ess than One thousand pesos (P1,000.00), or both at the
di scretion of the court.

ART. 125. Printing and Distribution. - (1) The National Printing
O fice shall publish this Code in the Oficial Gazette in ful
within sixty (60) days fromthe date of approval thereof. Copies
of this Code shall be given to every departnent, agency and
instrumentality of the National Governnent, including regional
provincial offices and | ocal governments including
gover nrment - owned and control |l ed corporations.

(2) Al duly registered cooperatives and their federations,
uni ons and associ ati ons, and cooperative corporations shall be
gi ven one (1) copy each at cost. Thereafter, every newy
regi stered cooperative or cooperative corporations shall be issued
at cost a copy of this Code and the regul ati ons pronul gat ed
thereon together with its certificate of registration

ART. 126. Interpretation and Construction. - |In case of doubt as
to the meani ng of any provision of this Code or the regul ations
i ssued in pursuance thereof, the sanme shall be resolved liberally
in favor of the cooperatives and their nenbers.

ART. 127. Repeals. - Except as expressly provided by this Code,
Presi dential Decree No. 175 and all other |aws, or parts thereof,
i nconsi stent with any provision of this Code shall be deened
repeal ed: Provi ded, however, That nothing in this Code shall be
interpreted to nean the amendnment or repeal of any provision of
Presidential Decree No. 269: Provided, further, That the electric
cooperatives which qualify as such under this Code shall fal
under the coverage thereof.



ART. 128. Transitory Provisions. - Al cooperatives registered
under Presidential Decree Nos. 175 and 775 and Executive Order No.
898, and all other |laws shall be deenmed registered with the
Cooperative Devel opment Authority: Provided, however, That they
shall submit to the nearest Cooperative Devel opnment Authority
office their certificate of registration, copies of the articles
of cooperation and bylaws and their latest duly audited financia
statements within one (1) year fromthe effectivity of this Act,
otherwi se their registration shall be cancelled: Provided,
further, That cooperatives created under Presidential Decree No.
269, as anended by Presidential Decree No. 1645, shall be given
three (3) years within which to qualify and register with the
Aut hority: Provided, finally, That after these cooperatives shal
have qualified and regi stered, the provisions of Sections 3 and 5
of Presidential Decree No. 1645 shall no | onger be applicable to
sai d cooperatives.

ART. 129. Separability. - Should any part of this Code be
decl ared unconstitutional, the rest-of the provisions shall not be
af fected thereby.

ART. 130. Effectivity. - This Code shall take effect
fifteen (15) days fromits publication in a newspaper of
general circul ation.

Approved,
JOVI TO R. SALONGA RAMON V. M TRA
Presi dent of the Senate Speaker of the House

of Representatives

This Act which is a consolidation of House Bill No. 13029 and
Senate Bill No. 513 was finally passed by the House of
Representatives and the Senate on March 5, 1990 and March 2, 1990,
respectively.

EDW N P. ACOBA QUI RINO D. ABAD SANTGCS, JR
Secretary of the Senate Secretary of the House of
Represent ati ves

Approved: March 10, 1990

CORAZON C. AQUI NO
Presi dent of the Philippines



