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"Through,out the ages the village has depended, for its happiness, 
if not for its existonooj on the oo-op©rative spirit,11

Sir Malcolm Darling.

"In 0Qeking tho good of others* we find our own."

Plato
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The practice of co-operation is nearly as old as the history of 
man himself. Ethiopia is nn stranger to this traditional practice. 
Debo or Wonfel, and Ikub, embody the basic principle of common action 
to satisy a common need. The village represents the first grouping 
of a number of households to provide collec!ive security from the co
mmon danger of wild boasts or human enemies. In the earliest villages 
there was little or no specialisation. Every adult male was a farmer 
or a fisherman or a herdman. Then it was found that one man had more 
skill than his fellows in turning out spears, arrow-heads and hx_s.
60 ho became a specialist known as a s;nith and this gave rise to a 
barter economy. A calabash of grain could purchase a spear and a go
at purchase three hoes. The introduction of a monetary economy, or 
in plain language the use of money, considerably facilitated the ex
change of goods, and so ended the barter system.

The use of money has added a new dimension to the traditional 
form of co-operative association. Insome of the simpler forms, the 
use of money is not an essential feature find they can survive. Their 
scope is however strictly limited. Others a^ain are quite unsuited 
for modern conditions and either have t ̂  be modified by the. grafting 
on of modern economic principles or replaced by a form more suited to 
the modern economic needs of the locality. Jo-operative in their 
modern form first developed over a hundred years a^o. Present-day 
co-operatives are therefore the inheritors if the know-how acquired 
in the hard school of practi.al experience in maty lands during the 
past hundred years.

This knowledge can only be acquired by education and training.

In the modern world, much of human activity is regulated by law. 
It is in fact true to say that the more coo\plex a society is, the more 
it is, and has to be, controlled by rules and regulations. A desert
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ncmac! can roam on his camel more or less at will; but in a modern city 
the driver of a car has to comply with traffic rules. Even a pedest
rian can be fined for crossing a road when the special go-ahead light 
for pedestrians is against him- For the regulation of usiness matters, 
most countries have either a Commercial Code or a series of Mercantile 
Laws. Initially these Mercantile Laws did little more tlian record in 
legal form customary mercantile practice. Ac business became more 
complcx and new mercantile situations arose, the laws were expanded to 
meet the new situations.

Similarly the first Co-operative Laws did little m''-re than to 
recognise and legalise existing practice. Situations and needs, how
ever do not stay still and co-operative Laws have been much amended in 
the last hundred years, while still maintaining the sanctity of the 
original principles. While some countries initially regulated the 
conduct of co-operative societies by special sections of the Commercial 
Code, the almost universal practice n->w is tn have a specific Co-oper
ative Law relating to the conduct of Co-operative Societies, in both 
the developing and the developed c^untiries9 Tn most of these Laws 
provision is made for the appointment of a special officer of the 
Government called the Registrar to act as the guardian of the Law.
Th- Law in these different countries naturally covers much ground 
that is common to all. Perhaps the biggest single difference Lies in 
the powers and responsibilities of the "'egistrar. These are usually 
greater in developing than in developed countries; and this is so 
for good practical reason because in developing countries, the success 
of co-operation will largely depend upon the effort of the Registrar 
and his staff.

It is our hope that this manual will stand in a small way, as a 
testimonial to those pi'neer contributes who are labouring for grc^t r 
understanding of co-opt ration and its importance to the people of 
Ethiopia. / y

GETAIIUN TES^MMA 
Minister for NationaL Community Development and

Social .nffirs



hapter I

PRINCIPLES A,TD PRACTICE OP C '-OPERATION

There are many definitions of "CO-OPERATION". Calvert in the law 
and principles of co-operation 1926 defines it as "A form of organis
ation wherein persons voluntarily associate together as human beings on 
the basis of equality, for the promotion of the economic interests of 
themselves."

A more reoent definition is given in the I.L.O. publication 
Co-operative Administration and Management, I960.

"A co-operative is an association of persons usually of limited 
means, who have voluntarily joined together to achieve a common economic 
end through the formation of a democratically controlled business organ
isation, making equitable contributions to the capital required and 
accepting a fair share of the risks and benefits of the undertaking."

Once this association of persons achieves legal recognition, usually 
by registration under a specific Co-operative Societies Law, it can do all 
the things that a private merchant, a joint stock company, a State 
corporation or a nationalised industry can do. It can own land, operate 
a Bank account, sue and be sued, enter into contracts and generally do 
everything needed to make its activities successful.

There are however certain basic differences between a co-operative 
and these other enterprises. These differences are enshrined in the 
basic principles.

These principles are;
(1) Open membership? all people who can benefit from and contribute 

to the activities of a co-operative are admitted to membership.
More specifically, no one could be discriminated against on grounds 
of sex, race, religion or politics;

(2) Democratic controls one man, one vote, irrespective of the amount 
of capital held;

(3) Limited interest on capit-il so that the rewards do not go to those 
who have made the biggest capital contribution, as is the case in 
private enterprise;

(4) Profits are distributed in proportion to the amount of business each 
member has transacted with the co-operative.

These are the fundamental principles which still apply to-day. Other 
principles have been modified in the course of time and either apply only 
partially to distributive co-operatives or even not at all.



These principles were:
(5) Cash trading and no credit; (''fhile the complexity of modern

business makes this no longer practicable, it remains true that 
it was the insistence by the pioneers on this rule that possibly 
contributed most of the success of the pioneers where so many 
before them had failed. Many consumer societies since then, 
undercapitalised to start with, have foundered through failure to 
follow this rule strictly. It is still a good rule of practice 
for small undercapitalised consumer co-operatives.)

(6) Political and religious neutrality!
(7) Provision for educationj
(8) Supply of pure and unadulterated food stuffs. (The modern indus

trialised states have laws which regulate the standards of food
stuffs for sale and an Inspectorate staff to see that the law is 
strictly ooserved. In many developing countries which cannot 
afford the cost of expensive inspectorate staff to cover the 
remotest villages, it is still a good rule for consumer 
co-operatives.)

The list of differences can best be seen in the tabular form below;

Private Share Company Co-operatives

1. Essentially an organisation 
consisting of capital

2. Its principal object is to make 
profits for the shareholders

3. Ownership or number of sharehold
ers is limited

1 4* Voting rights go according to 
number of shares

5. Profits are divided according 
to shares held

6. Interest on shares is limited 
only by the extent of the profits

7. Shares are freely negotiable and 
are sold at market value

1- Essentially an organisation 
consistihg of persons

2. Its principal object is to pro
vide services at cost but 
organised on sound economic 
lines

3. Open membershipj generally 
anyone with the necessary 
qualifications can join

4 . Democratic control. One man, 
one vote

5. Profits are divided according 
to business transactions made 
by a member with his society

6. Interest on shares is limited 
absolutely. Most of the profits 
are repaid to members according 
to patronage.

7. Shares are not freely negotiable 
and can only be sold to other 
members of the society at par or 
market value, whichever is less.
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Chapter II

HOW TO PROMOTE AND ORGANISE A CO-OPERATIVE SOCIETY

1. First of all it must 1>g ascertained if there is a real and felt
need for the particular type of co-operative. A vague feeling that a 
oo-operative would be of 'benefit to the community is just not good enough.
One must know with a fair degree of precision exactly how the community
would be benefited and there must tie concrete evidence that the oommunity 
is prepared to apply itself in real earnest to the attainment of the 
objective. It must bo remembered that many of the community will either 
be illiterate or semi-literate. While lack of education should never be
confused with lack of intelligence, it still remains true that a community
of peasant farmers will need to have their needs made plain to them and 
they will need guidance to t&okle their problems and arrive at a correot 
solutlon.

This is part of the educational process, which is inseparable from, 
and a very important part of the work, of promotion. It ia important
that this work of education should never be hurried. There are too many
examples of co-operatives, organised on sound economic lines, failing 
because of disloyalty on the part of the members simply because they had 
not been sufficiently eduoated in the philosophy, principles and practice 
of co-operation.

2. There are many different kinds of needs and there are just as 
many types of co-operative society designed to eater for those particular 
needs.

Thus in a farm community the problem may be that the peasant farmers 
do not get a fair price for their produce and are in a state of chronio 
indebtedness, paying exorbitant rates of interest to usurers, often as 
muoh as 240$, and unable to escape from their clutches. The usurers 
moreover seldom allow the peasant farmers to know the state of their 
indebtedness at any time. The remedy here is to start a Multipurpose 
'Co-operative Society which provides Credit and Marketing facilities.
; 3. All oo-operative societies must be economically viable, Let us
.assume that an economic feasibility studyj the techniques of which will be 
discussed in a later chapter, shows that the proposed sooiety is economic
ally sound, and 30 it is worth while proceeding with the patient task of
promotion. While the departmental officer has been making hia
.feasibility study, he will of course have been in constant touch with
•the leaders of the community who probably first approached him with the
idea of helping them to form a co-operative. He'will also have met and 
talked to other important people in the communiby such as the Governor,
?the schoolmaster and the priest. Informal and. friendly conversations 
p.re a very important part of the initial proceedings. Later an ever 
increasing number of people are brought into the circle and the time will
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, be ripe to hold formal meetings to discuss the projeot. Dates of 
meetings should be laid down well in advance so that the maximum number 
of people get to know about it) and someone important who commands a 

I lot of looal influence should be asked to take the chair. The 
. representative of the co-operative department should explain all the 
. requirements necessary before a society can be registered. He would 
explain that a minimum of ten adult persons were needed to form a 
society but he would also explain that in most types of societies a 

: small number only just greater than the minimum would be a practical 
proposition. In a marketing society he would explain that the basio 
requirement was a given number of quintals of coffee or cereals or

■ other producey in order to be able to meet the overheads or expenses 
; of the sooiety. He would already have discovered what were the 
typical amounts that a local farmer brought to market. He would 
therefore suggest that a minimum number of members was 150, and would 
suggest that before the next meeting a small committee should go round 
oollecting names of proposed members and the amounts each one was 
likely to produce and then cheok the figures by examination of tbo 

' individual coffee farms. He should then deal with all questions and 
finally suggest a date for the next meeting at which production figures 
would be available.

Perhaps at the next meeting he would explain that a co-operative 
society is primarily a business organisation and that all business, 
co-operatives included* needs capital.

Capital is used for two purposes: (l) to purchase fixed assets
such as safes, tables, ohairs weighing maohines, typewriters} and (2) for 

, working capital to pay expenses which are incurred before income starts 
coming in. He will explain that each member has to pay an entranoe 
fee and eaoh member must purchase one sharej and will make suggestions 
as to how much these fees should be. He will explain that the General 
Meeting of the members if the supreme policy-making body but as it 
cannot meet all the time to make decisions it delegates its authority to 
an elaoted committee to manage the society in accordance with the general 
policy as laid down by members. He should explain that committee 
members should be choBen for their honesty, intelligence;, reputation, and 
because they are willing and able to devote a great deal of time to 
the affairs of a society without obtaining any financial reward for 
their services. He should then explain in great detail the duties and 
responsibilities of the oommittee. He will also explain that evei'y 
society needs a secretary to keop the books of account and other 
'records such as the Minutes or Records of Annual General Meetings and 
iCommlttee Meetings and will explain his other duties in detail. Then he 
iwill explain that ©very business has its written constitution. In a 
co-operative this is known as the Rules (or Bye-Laws). He will explain 
that hie department has model Rules for each type of co-operative and 
will explain at length each single bye-law and make suggestions on how to 
fill in the blank spaces. Finally afte-" several meetings at which the 
members will be thoroughly versed in the philosophy, principles, practice 
and advantages of co-operation, the members will decide they arc now 
ready to start, A date will be set for the inaugural meeting and maximum 
Jiublioity will be given to the event. The Departmental officer will be



present and he may very well act as interim chairman until the real 
chairman and committee are elected. An interim co-operative worker will 
take the names of all present and will keep a reoord of proceedings until 
the committee hires its own secretary, A vote will be taken on a 
proposal to apply for registration of a co-operative. The draft Rules 
are then gone through one by one and amendments, if any, voted upon*
When the Rules with suggested amendments have been adopted in turn, a 
vote will be taken to adopt the Rules as a whole. Next the Chairman 
and committee will be elected and the application for registration of 
the society prepared and signed, The Co-operative Organiser befoi’e the 
meeting should prepare a draft budget in co-operation with the local 
leaders and 'this should be explained and disoussed and, subject to 
amendment, adopted by the meeting. The Committee should set about 
appointing a secretary who, in turn, will take charge of cash books, 
ledgers, receipt books, books of record and, of oourse, the oash. It is 
incidentially good practice for co-operatives to purchase safes with 
double looks so that the presence of both the Treasurer and the Secretary 
are needed to put in or take out money from the safe. The co-operative 
will by now have obtained its certificate of registration from the 
Registrar and will be a legally incorporated body authorised to carry on 
itB business aotivitie s.



HOW TO MAKE All ECONOMIC APPRECIATION FOR A PROPOSED CO-OPERATIVE

As there are many different types of co-operatives, it is not possible 
to lay down a fixed pattern to suit all co-operatives when making an outline 
plan for an economic appreciation. Nevertheless tnere is a great deal of 
common ground which applies to all types, nlso an economic appreciation 
which takes no account of local and social factors is not merely incomplets; 
it may be definitely misleading . Official statistics of various ministries, 
the records of local branches of Ministry of Agriculture, Finance, Commerce 
and Industry, the Development Bank, Marketing Boards, Chambers of Commerce, 
Taxation offices and the office of the District Governor are not only useful 
as a source of information but also as a check on the investigator's own 
reasearches.

The outline should De on the following lines.

1. Social Details

General stage of development, type of housing recreation halls and 
meeting places. Is there a community development centre or how far is the 
nearest one ? ./hat are the educational facilities and what is the proportion 
or literates in the local population ? What sell'—help schemas have been 
initiated by the people themselves ? Do women participate in these schemes? 
Wo*ld a suitable woman be available to serve on the committee of a village 
consumer society and advise on the purchase of ^oods us^d maioly by women?
Are there any outstanding leaders in the comunity whose lead would be foll
owed ? >v'hat is the attitude of the traditional authorities to co-operatives? 
Ia there a real need for a co—operative? Is tnere a real desire for it and 
in what form has this desiro for it ^nd in what form has this desire been 
expressed ? 'Would the people be prepared to contribute free labour for a 
building if the share capital was insufficient ?

2. Geographical Information

Name of village, woreda, Awraja and Governorate-General. Distance 
and direction from nearest all-weather road. Is there a fairly good conn
ecting road passable to vehicles at least in the dry weather or do all mer
chandise- and produce have to oe carried on the oacks of mules. Distance from 
railhead ( where applicable.) Name of nearest township where all the comm
ercial facilities such as banking are available, (For agricultural societ
ies, general nature of country, eoils, the rainfall and in what months it 
falls, methods of farming, land tenure system, average size of holding, type 
and quantity of cash crops grown, is irrigation practiced or can it b^ prac
ticed without expensive capital works ?)

Population statistics, souxces of inoom- other than farming and esti
mates of average earnings.



3. Economic Aspects

In the cas-e of a proposed multi-j.urpose co-operative society what 
is the extent of indebtedness and to whom? Are there many usurer 
merchants or a single landlord? Are crops hypothecated to the lender 
so that there is no free marketing mechanism? Or what is the marketing 
system? Do tho merchants give short weights and short payments? Are 
the producers' best interests adequately served? What concrete savings 
or improvements can a co-operative ef 'ect? Will the improvement which 
is sought be commensurate with the risk, financial investment, and 
farmers' time and effort involved? Is there a marketing board and could 
the co-operative fit into the scheme by acting as the board's agent?
Are there any other relevant factors?

A co-ojerative, like every other business, incurs expenses. It 
must have an income equal to or, preferably, at least 10'-/6 more than 
expenditure. 'xpense occurs before income starts coming in. Renee 
one must start with sufficient capital to meet capital costs such as 
purchase of a safe and a weighing machine and to meet running costs like 
salaries, stationery, water and light,until income comes in.

All co-operatives need premises in which to carry on their business. 
Unattractive premises in an obscure back street are unlikely to attract 
customers. To hire a building which is excessive in relation to volume 
of business is to incur expense needlessly. To hire too small a building 
will inhibit any expansion of the business, and cramped space inevitably 
means operational inefficiency. If premises cannot be hired, is there a 
suitable building plot in a suitable area available so that the co-operative 
can build its own premises? This will involve heavy expense and a 
co-operative may not be able to get a loan. It must be remembered,
however, that a co-operative is the ideal vehicle for the harnessing of
the self-help principle. Many fine p amises throughout the world, and 
Ethiopia is no exception, have been built at very little CASH cost.
Money is needed to buy cement, nails, corrugated iron sheets-, a little 
dressed timber for window frames and doors and glass. These only amount 
to 10;̂  to 15y» of ACTUAL cost. So you can have fine premises valued at 
Eth.310,000 and only have spent Eth.$1,500 at most in cash. The 
Eth.$8,500 difference represents free materials, stones, sand and rough 
timber and free labour. This accounts for the Capital Expenditure. 
Recurrent expenditure must be met from income and income depends on the 
volume of turnover, which means the amount of produce delivered in the
case of a marketing society and the amount of goods bought in the case of
a oonsumer society. An experienced co-operative departmental official 
knows from experience what the expenditure of a particular type of society 
is likely to be. He must satisfy himself that the society will have 
sufficient income before he can recommend to the Registrar that it is 
viable and may be registered. It is essential that a marketing society 
should have a guaranteed quantity of supply. This is done by insisting 
on contracts with the members whereby they are obliged to deliver all 
sheir produce to the society.



This oontraotual obligation is either laid down in the bye-laws and 
automatically binds the member or it is the subject of an annual written 
oontraot. Penalties must be laid down in the bye-laws or contract for 
breach of coritraot.

Suppose that the annual expenses of a Coffee marketing society are 
Eth,U3»3O0. The society must obtain its income by charging a commission 
or levy on the amount of produce handled. It may decide that one 
dollar per frasula is the correot commission to oharge as this Is a lower 

! rate than traders work to. For income to match expenditure, the society 
will need to collect 3>300 frasulas of ooffee. The society is then

■ said to break even. If the annual expenses of a oonsumer society are
I Eth.^3>000, and if a profit margin of 12% is taken as the average for all 
types of goods, then the society will need an annual turnover of 

! 3000 x 100 « Eth.S25,000 to break even.
12

Expenditure can be classified as fixed or variable. Fixed expen
diture remains the same irrespective of the volume of turnover. For 

! example salaries or permanent staff, rentals, depreciation of fixed 
assets, contributions to Btaff Provident Funds, licence fees, remain the 
same. Variable expenditure varies directly with the tonnage handled.

| For example, wages of coolies, numbers of bags and twine,
Transportation chargee go up with quantities handled. The

accompanying graph illustrates the relation of fixed and variable costs 
to the "break even" point. The line 01T represents Income, the line 
AB Fixed Expenses, the line AC Fixed plus Variable Expenses. I is the 

; break even point. The triangle ICN represents profits, while the 
triangle IAO represents Loss,
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Chapter IV 

FINANCING OF CO-OPERATIVE SOCIETIES

All co-operative laws make provision, in greater or lesser degree, 
for methods of financing co-operatives. Article 5 of "the Co-operative 
Societies Regulations states "The Rules of a Co-operative Society shall 
provide for the following matters ... 5(d) the manner in which funds 
may be raised, (e) the nature and extent of the liability of the members,
(f) the extent to which the society may borrow funds and the rates of 
interest payable on such funds, (g) the entrance and other fees to be 
collected from members, (h) the purposes for which its funds may be 
ap lied ... (m) the mode of conducting business, purchases, sale, 
stocktaking, lending, borrowing and other allied matters, (n) the disposal 
of net profit "

The result of these requirements of lav; is usually that the 
Registrar must be satisfied that the society has made adequate financial 
arrangements to carry out its activities before he will agree to register 
it.

Apart from these sources of financing which also occur in non
co-operative enterprises, a special feature in most co-operative societies
i3 the provision by lav; that a given percentage) frequently 25/&» of the 
next annual surplus must be set aside in a Special Reserve Fund. There 
are usually provisions in the law regarding tho use to which the Reserve 
Fund may be applied in the actual business of the society.

So, in practice, the business of a society is financed by a 
combination of the followings

(* 1) Entrance fees
(2) Share Capital
(3) Levies, cesses or commissions
(4 ) Loan funds
(5) Deposits
(6) Accumulated funds of the society
(7) The Statutory Reserve Fund
(cj) Depreciation Reserves

Other devices include Deferred Payments and Revolving Funds obtained 
oy Certificates of Indebtedness, which are used to finance marketing 
societies in the U.S.A., but these are not usually considered appropriate 
devices for use in a developing country.
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Let us look at these various souroes one by ones
(1) Entranoe Fees? These fees, usually very small, are paid when the
applicant is acoopted as a member, They are more of a symbolic than a 
materially financial nature but in the aggregate at the very beginning of 
a co-operative's life they make useful contribution, as they can be used 
to purchase the cash book, ledger and receipt and payment vouchers that 
are the essential basis for any bookkeeping system. This is a onoe only 
payment, and after the co-operative has got going, income from this 
source declines to virtually nothing. Entrance fees once paid belong
to the co-operative and are not refundable, as they are absorbed in the 
Income and Expenditure Account.
(2) Share Capitalt This represents the individual member's personal
stake in the suocess of his co-operative. The value of a share should 
be low enough not to exclude any member who can make a contribution to 
the success of the co-operative society but it should on the other hand 
be big enough to be meaningful and effective. It may entail a consider
able measure of sacrifice on the part of the member. In the British 
Consumer co-operative movement the value of a share was frequently one 
pound sterling or Eth.fl!6. This is small by to-day's standards but in 
fact a century ago it could represent more than a week's wages for many 
working men. It is often a condition of membership as laid dovm in the 
CO-operative’s constitution that a member is only entitled to the full 
privileges of membership after he has bought one share. Most co-operative 
laws limit the amount of interest that may be paid on a share, 10$ is the 
maximum allowed in TSthiopia^ in Tanzania 5$ and in India 10$, Shares 
are the property of the member and are refundable on death or resignation,
subject to certain conditions laid down in the co-operative's constitution.
A member can buy within defined limits as many shares as he wants. In 
case one or a small group of members should require too large a percentage 
of the shares i.ad so tend to dominate the proceedings and really oontrol 
the co-operative society, many co-operative laws limit any one individual's 
holding to one-fifth of the total. ;Ys the share capital plays a vital 
part in the co-operative's activities, in many countries there is a 
provision in the law, appi .cable to certain types of co-operative, which 
forbids reduction in the amount of the Share Capital without special 
authorisation.
(3) Levies 1 Cesses, Commissionst

Sharo oapital as its name implies re present.-u the Capital of the
co-operative. It is usually invested in fixed assets suoh as buildings,
maohinery and equipment like safes, ‘ieslcs, tables, chairs, etc. Wh.at about 
the annual income of the society needed to pay for its annual expenditure, 
sometimes referred to as its business overheads? This is met in the case 
of a marketing co-operative, for example, by deducting from the full not 
unit price payable to the producer a small percentage of this value* This
is called variously a levy, a cess or the co-operative's commission.
The amount of this deduction should be approved by the Annual General 
Mooting either as a fixed number of cents per unit of weight or as a 
percentage of the net milling price. The former is preferable as it
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leads to more precise budgeting. Where the final selling price is 
unknown, a percentage is too indeterminate to give a reliable working 
figure. In the case of a oonsumer co-operative, the overheads are 
mot from the difference between the gross purchase price and the selling 
price. In the case of service-type co-operatives, the overheads are met 
from 'the difference between the basic cost of the service and the service 
fee charged. In a marketing society cess can also be used as a 
"painless" method of increasing the members' share contributions. A 
small amount per unit is deducted and credited to the members share 
capital. Members therefore subsoribo to the society's Share Capital in 
relation to their use of the society. This leads bo an equitable 
distribution of the shares, as members with the greater volume are in fact 
utilising a greater portion of the capital invested in the society. 
Similarly, in a oonsumer society, the patronage dividend is sometimes 
not distributed but credited to the member's Share Capital or deposit 
account. The greater the volume of business the member transacts with 
his society the greater his refund on purchases and hence the greater 
his investment in the society,
(4 ) Loan Funds;

All 00-operatives require considerable capital investment for?
(a) fixed assets for buildings, machinery and equipment 5
(b) working capital for wages and other expenses;

Co-operatives whose main or principal aim is making loans to members 
needs

(c) oapital for making loans
Marketing co-operatives need large amounts of;:

(d) Short-term capital or orop finance to make advances to
members.

Some at least of this capital is owned by the member and is called 
share capital, A share is the property of the individual member which 
must be refunded to him, subject to certain conditions, if he leaves the 
sooiety.

Other capital is owned by the members collectively, and no member 
has an individual right to any of this if he leaves the society. Included 
in this capital owned by the society are Reserve Funds, DeprGction Funds 
and accumulated funds - the latter being the accumulation of annual 
undistributed surpluses. It is usual to refer to the total of these 
Funds as the Society's own Capital. That which is borrowed is loan 
capital. Loans made to members are usually divided into three categoriess

(i) short-term (up to one year) for annual expenses such as 
purchase of seed, fertiliser, insecticides, family living 
expenses and additional expenses at ploughing and harvesting 
time 5



(ii) Medium term - 2 to 5 years - for purchase of livestock, farm 
equipment and machinery, minor improvements to the land, and 
the planting of permanent tree crops$ etc.

(iii) Long term - 6 to 20 years - for purchase of land, acquiring
buildings and processing plants and major improvements to land, 
eto.

Long term loans are usually secured by charging or mortgaging the property 
of the borrower, be it the individual ov the co-operative in its corporate 
capacity. Commercial Banks in effect hold in trust the monies of their 
customers on which they have to pay a fixed rat© of interest. They there
fore avoid risks and demand a high degree of security. The oo-operative 
before even applying for the loan should be equally certain of its ability 
to repay. It can only make repayments from income or operational surpluses.
In Appendix I, the annual rate of repayment of a. loan of 300,000 at "jfo 
repayable in ten years is shown as 41;55G If the crop is 600 tons, the
cost per ton in ’terms of borrowed money is 70 . All other costs combined
may come to 80 Eft and Total 150 E$. A private hullery, nearby charges 
140 E& per ton, With such a slight differential only, the likelihood there
fore is that the co-operative hullery will be Viable and able to repay its 
loan in time. The certainty increases with any inorease in crop. If the 
co-operative only controlled 300 tons it would have to charge 50/6 more than 
the rat© of the private huller and would progressively lose business and 
become bankrupt. A guaranteed minimum level of through put, i« the co-opera
tive' s as distinct from the Bank's only security. Similarly repayment of 
the medium term loan for a tractor can only come from increased production 
whioh is dependent on an adequacy of land being available for it to be used 
to optimum advantage. Short terms loans for making advanoes to growers is a 
much simpler operation and should be in practice entirely devoid of commercial 
risk, if the co-operative is properly organised, properly managed and properly 
supervised. Many commercial banks with experience of this type of business 
will admit that this type of co-operative business is highly satisfactory. 
Seourity ia usually confined to a chattel mortgage on the orop. This is 
usually accompanied by a letter of irrevocable authority by the purchasers 
guaranteeing that the proceeds of sale will be paid into the co-operative's 
acoourtt. The bank for its part can guarantee to the oo-operative that the 
financial standing of the purohaser is adequate for the estimated volume of 
purohaBe. The bank usually requires a weekly or fortnightly stook return 
showing (l) the amount ef money advanced (2) the quantity of produoe bought 
by grade and the advance rates paid per grade (3) balanoe of cash remaining
(4) the amount of produce sent for processing or immediate sale. These 
returns should be ohaoked by the inspectorate staff during their monthly 
inspections. The law in some countries limits the rate of advances that may 
be paid. In practice this is usually 5Q-60j> of the net local value. All 
these rules of law and practice virtually eliminate any risk not only for the 
banks but for the co-operative itself. The amount of finance needed to make 
advances will depend upon (a) the volume of the crop made up possibly of 
different grades (b) the rate of advances and (c) how long the period of time 
is from collection to sale. Accurate estimates of the amount of finance 
needed ie entirely a matter of experience. In the K.N.C.U. in Moshi, the 
ratio of money borrowed to gross sale value of the coffee was The



! ratio in respect of other commodities varied from 1 to 3 to 1 to 6. The 
; bank therefore is covered in all cases by a minimum of twice the amount 
’ borrowed, after deducting the co-operatives' expenses* A ftirly usual 
pattern of demand for crop f.inance is high demand for the first few weeks 

i reaohing a peak and then declining to nothing as the sale proceeds start
: coming in. As the level of borrowing fluctuates violently during the period
; of the marketing season, crop finance should be obtained by bank over-draft 
and interest calculated weekly at the peak rate of borrowing. The practice 

; of borrowing a fixed amount repayable on a fixed date is not the best way of
’ doing this type of business. In this respeot there is a big difference
i between short term borrowing for the making of advances to growers and medium 
j and long term loans which are essentially for fixed amounts for fixed periods, 
j! So much so that it is customary in some oountries to refer to short term 
l borrowings as "crop finanoe" and avoid the use of the work "loan" entirely.
i 5• Deposits %
i Deposits are of three kinds i
I

a) Deposits at oall whioh are withdrawable at will
b) Savings or recurrent deposits
o') Fixed terms deposits

| (a) Deposits at oall are not of much value to the co-operative as they 
; cannot be re-invested or used in the business of the oo-operative and the 
j oo-operative is obliged to maintain a high liquidity ratio. For this and 
other reasons no deposits at oall should be aocepted from non-members and no 
interest should be paid to members as the co-operative is aotually looking 
after this money at a loss. Many commercial banks recognise this by oharging 
the oustomer a ledger or similar fee on his current account. It is true that 
in some oountries a small rate of interest usually a ^  is paid on current 
' aocount but this is almost certainly used by way of ground bait to attract 
, the fixed deposits and is not justified on strictly commercial grounds.
(b) SavingB or reouxring deposits refer to deposits either of fixed or

, varying amounts paid in either at regular or irregular intervals. A common 
example is where a group of associated workers agree to have f ixed amounts 
deduoted from their weekly, fortnightly or monthly salaries and deposited in 
a saving account, This is normally for a fixed period usually not less than 
ja year. Another example is the post office savings account whioh accepts 
jdeposits, at any time. There is usually a rule that a minimum unit of currency 
.must be deposited and another rule laying down maximum limits for individual 
; depositors.

(c) Fixed texm depositss These are for fixed periods of 3 months> 6 months, 
one year and multiples of 1 year. As a general rule, the longer the period 
of the deposit the more profitably it can be re-invested. Commereial banks
jrecogniaes this by paying ascending r^tos of interest and this is a sound 
:praotioe for oo-operatives also.
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(6 ) Accumulated Fluids

At the end of its financial year the co-operative should have a 
net surplus. From this it pays interest on share capital, interest on 
deposits, allocates <Lrf]o to the Reserve fund, 5% to an Education Fund and 
may be, decides to pay most of the remainder .is bonus payment to producers 
or patronage dividend on purchases. Even then it will still have a small 
surplus and this will be tx*ansferred to Accomulated Funds. In fact it is 
sound practice to ensure that there is sufficient in the Accumulated Funds 
to cover working capital needs until the next year's income starts coming in.

(7) Reserve Funds

As Campbell states in his book "Practical Co-operation In Asia xnd 
Africa" there is some divergence of practice as to the use to which this 
fund is put. In some countries it is used as part of the working capital and 
issued as loans, in others it is required to be invested outside the co-opera
tive. Such rigid entrenched attitudes are to be deprecated. co-operative 
is primarily a business undertaking and is not immune from ordinary commercial 
risks. All businesses, if they are prudent, make provision for such contigen- 
cies. Co-operatives are compelled to do so. Any co-operative which commits 
the whole of its Reserve fund to commercial activities at risk is breaking 
the spirit if not the letter of the law. a reserve is surely meant to be what 
it purports to be. A much more flexible attitude is to treat the use of the 
Reserve Fund on the individual merits not only of each type of co-operative 
but each individual co-operative. In a credit co-operative for example it 
would be absured to invest the Reserve Fund at 5$ and borrow at . Moat of 
the Reserve Fund coull be used in making loans to members leaving a percentage 
of say 1 or £ invested in easily negotiable funds. This liquid fund plus the 
difference in rates ut which money is borrowed and reloaned should suffice 
to cover any bad debts. Alternatively a special Reserve for bad debts could 
be funded and the whole of the Statutory Reserve used in the business of the 
co-operative. A marketins co-operative is altogether different. Its workii 
season might be four months. Accordingly it could profitably invest its 
Reserve Fund of say 1000 E3 at 5’̂ and earn ^ 0 E$. It might borrow 1000 EE 
for part of the season at J-% and pay interest amounting to 20 E$. So not 
only does it make a profit of 30 E3 but the Reserve Fund exists to fulfil its 
principal function in case of necessity. But suppose the co-operative is 
thriving and expanding and wants to build a new store. Here it would be quite 
proper to invest as much as 75$ of the Reserve Fund, depending on circumstan
ces, in the building.

The Co-operative Societies Regulations Ho. 337 of 1968 Article 24 
sub-article (2) states "A society may invest its funds, including its reserve 
fund, only in the following:

(a) Shares or securities of any other society* and

(b) Government securities fully guaranteed as to principal 
and interest.

(8) Depreciation Reserves

These reserves are funds set aside usually by annual instalments
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a Coffee Huller.y

Appendix I 

that borrowed
.300,000 Eth.S for 1C> years at 7%

1 2 3 4 5
years payment of Balance Interest Total of Instalment Plus

instalment due payable Interest Columns 2 plus 4

1 30,000 270,000 21,000 51,000

2 30,000 240,000 18,900 48,900
3 30,000 210,000 16,800 46,800
4 30,000 180,000 14,700 44,700
5 30,000 150,000 12,600 42,600
6 30,000 120,000 10,500 40,500
7 30,000 90,000 8,400 38,400
8 30,000 60,000 6,300 36,300
9 30,000 30,000 4 j 200 34,200

10 30,000 _ 2,100 32,100
Total 300,000 - 115,500 415,500
Annual
average 30,000 - 11,550 41,550

On a crop of 600 tons of cherry, the money or capital investment cost 
apart from other operational costs would, be 'JO Ethiopian dollars per ton.



Chapter V

p rin c i p l e; of book-keeping ,jjd ACCOUNTANCY

A Manual of the present nature can only give a broad, outline of the 
principles and methods of book-keeping owing to limitations of space. It 
is in any case a big enough and important enough subject to merit separate 
treatment on its own. Numerous excellent text books, including some deal
ing specifically with co-oporative book-keeping are available, and students 
should be referred to these and preferably enrol in a commercial or co
operative institution, where the subject is taught. Thereafter a period 
of in-training on the job on the books of a society under the guidance of 
an experienced accountant is advisable.

2. The following is a summary of basic principles ana of methods used 
to comply with those principles. It is important to appreciate that while 
methods moi,y and do very, the principles do Not and are immutable.

3. The objects of book-keeping can be concisely stated as follows:

1) To show the capital, liabilities and assets of the 
business at any given point of time.

2) To show the profits and losses (income and Expenditure) 
of the business for a period of time, usually one year.

The Ledger Accounts used to achieve the first object are summarized 
in a Balance Sheet; and the Ledger Accounts used to achieve the second
object are summarized in a Profit and Loss Account.

Ledgers have either a Debit or a Credit Balance. Debit Balances 
represent Either Expenses (or Losses) j,nd arc so reflected in the Profit 
and Loss Account OR Assets reflected in the Balance Sheot. Credit Balances 
represent Either Gains and are so reflected in the Profit and Loss Account 
Or Liabilities reflected in the Balance Sheet.

4. Thu first and most important role or principle of book-keeping is
that every transaction has two aspects, one of giving and the other of 
receiving the eamu amount. Thus in a sale of goods a buyer ^nd a seller are 
involved. The on« parts with goods, the other receives them. The former 
receives the cash value of the goods, the latter parts with the cash value. 
In accountancy terms this means that one Ledger Account is Debited, and 
another Ledger Account is Credited with a similar amount. It follows from 
this logically that the sum total of all Debit Accounts for a given period
must be exactly the same as the Credit Balance for the same period. Tho
Accounts are then said to Balance. To make sure that All entries have been 
correctly recorded, it is customary to make a total of all Debit and Credit 
Balances in the Ledgers monthly. The two sides should Balance. If they do 
not, there is some error of omission or commission, possibly a mistake in 
addition. It is nece33ary to check ALL entrios and All additions to find 
the error and make tho two sides balance. This is called the Trial Balance.
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5. A largo business might have several hundred. Ledger (Accounts.
These are divided into three categories according to the nature of the 
transaction. They are:

1) Real Accounts. These deal with properties of all kinds 
e.g. land, building, fixtures, machinery, stocks of goods 
for sale ox* produce, cash etc. A separate account is kept 
for each class.

2) Personal Accounts record a society's dealings with other 
person and firms, including members of the society and 
other co-operatives. The account of each person or firms, 
is Debited with any benefit it receives from the Society 
and Credited with any bunefit the person or firm confers on 
the society.

3) Nominal Accounts - These record the details of a society's 
gains oi' expenses. A separate Ledger Account is opened for 
each type of income or expenditure e.g. entrance fees, 
interest on loans to member:;, levies, cesses or commissions 
on the one hand and rent, wages, salaries, printing, trans
port, postage, telephones water, light and interest payable 
to Banks or depositors on the other hand.

The Rules are Debiting and Crediting Accounts in these three 
categories are -

REAL ACCOUNTS: Debit what comes in, Credit what goes out.

PERSONAL ;lCCOUNTS; Debit receiver Credit Giver.

NOMINAL ACCOUNTS; Debit expenses or losses, Credit gains.

Entering up of ledgers is called posting. No entry may be posted 
direct to a Ledger. All entries in Ledgers must come from a book of prime 
reference such as the Journal or Cash Book.

Complete expertise in knowing which Accounts to post and the entries 
to be posted can come only from experience. It is useful to remember that 
a member can feature in all three types of Account. First of all he must be 
the owner of a share, which is a Real iiccount. Then he can be both a Credi
tor and debtor of the society. He may have deposited Eth.SlOO with the 
society in which case he is a Creditor $ he may have obtained a sack of seed 
on credit in which case he is a debtor.. Again he might be a carpenter in his 
spare time and have done some repairs to the roof of the society's store. 
iVhen he submits his bill for settlement, he becomes a creditor and Repairs 
account a debtor. When the bill is paid, Cash i.ccount i3 credited and his 
Personal Account debited.

6. Any business transaction entered into by the society means that it 
must either receive or pay money. It must either issue a receipt when it 
receives mo m y or be given a receipt when it pays out money. The society 
must either issue a receipt voucher or have its own pay voucher receipted.
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These must "be entered in sequence in u hook of prime reference such as 
a Journal or Ca3h Book. This is a chronological record. In other words.; 
transactions aro entered in this according to the order in whioh they 
occur. A Ledger is a record by classification, according to the nature 
of the transaction. When modern book-keeping' first started, it was cus
tomary for all transaction to bo entered in a Journal, which simply means 
a Bay Book, When business became bigger, the large number of transactions 
involved made this inconvenient. The use of the Cash Book then become 
more uaual. This is a combined Journal and Ledger, which makes the use of 
the old-fashioned Journal unnecessary. Nevertheless in order to understand 
book-keeping properly, it is necessary to master the art of journalising, 
tho name by which entering up the Journal is known. In modern practice, 
the use of tho Journal is confined to making adjustments in the Accounts 
or transferring Balances from one Aocount to another e.g. at the end of the 
year all Nominal Aocounts are closed and Balances transferred to Profit and 
Loss Account. The use of tho Journal for this purpose is absolutely essen
tial, as it will bo recalled that no entry can be made direct to a Ledger.

7» A half-way stage between tho old-fashioned Journal and the Gash 
Book is the Columnar Journal or Analysis Ctish Book* This is often used by 
small businessmen who keep their own accounts. It is also used by small 
sooioties, where the soorotary has only a limited knowledge of book-keeping. 
It can only be used whore the number of Nominal Acoounts is small. It is 
NOT suitable for wholesale adoption by co-operative societies, particularly 
by seoondary of Apex Societies,

The method used in tho columnal Journal roughly is as followsj
A General Column aots as Cash Control, and each entry is 

entered under a specific head of Income or Expenditure. One 
Journal is kept for Inoome, another for Expenses, Monthly totals 
aocording to the Head of Income and of Expenditure aro then 
entered in the Ledgers. The Gash Balance from the previous month 
plus the difference between the total Income and Expenditure in 
the ourrsnt month should equal the total cash balance available 
at the end of the current month.
8. All title Deeds to property must be kept in a secure plaoe, If 

pledged as Security to a Bank, a receipt must be obtained and filed. All 
records books of account, receipt books, cheque books should be locked 
away at tho close of business, As receipt books are potentially tho equi
valent of money, they must be kept in proper custody, When a batch of 
reoeipt books is received from a printer with the invoice, the receipts mu3t 
bo checked against the invoice and entered serially in a register. Only 
then should the Ledger be posted, Receipt books should be taken from stock 
in the proper order for use by the Secretory, who should sign the Register. 
The Register should be inspected as part of an Inspector's routine. Physical 
cash should be cheoked daily against Book Balances. Bank Account Ledger 
should be checked monthly with tho Bank Statement. They may not always 
ooinoide. For instance a cheque to pay a bill may be drawn on the 30th of 
the month and not presented till next month. This will have to be subtraced 
from the total of the Bank Statement to correspond with the Lodger total.
This is called a Reconciliation statement.
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9. Registers of Moveable and Immoveable property should be kept. 
These are sometimes called Inventories. Theso record in greater detail 
the Assets which appear in summarised form in the Balance sheet. All 
property weart; out in time and has t;< bo replaced. It is wise to make 
provision for replacement by charging a givon percentage of the book value 
of the asset each year. This i;j called allowance for depreciation. So 
oaoh year the Real value becomes leas but the di.tfei*enco between the 
original book value and current value is represented by an equivalent 
amount in the Depreciation Aceoar.t. Percentage to bo deducted varies 
according to the natm-e of the asset. Moving machinery wears out quiokor 
than statio assets, so the percentage allowed for depreciation is greater. 
Thus 5$ is adequate tiLlcnran'jo for a safe but abmething neai'er 20?o is 
needed for a traotox-. Crediting the Asset Aoooimt and Debiting the Dep
reciation Account with the omount of depreciation io done through the 
Journal, There are two ways of showing Depreciation in the Balance Sheet. 
One is by showing the proper ;-.-.U,s on the Assets side with three columns as 
follows s

Original Book Net (or Current)
Value________Depreciation______Vr.lno_

Land 20,000 —  20,000
Buildings (Depreciation 5$) 4^,000 2,000 38,000
Machinery (Mobile Deprecia

tion 20$) 10,000 2,000 8,000
Machinery Fixed. Deprecia

tion 10?b H i  000 1,4-00 12,000
Fixtures (Depreciation 10$) 3,000 500 4S500

This is the method most usel in private businesses. It must be romera- 
bered that a large private business usually employs a professional Accountant 
and the Manager of Director has also a good working knowledge of Accounts.
The other method, and this is prefer;,, jlo at loaot for small societies which 
cannot afford a highly :t ;d Accountant, is to show all the Assets at
Book value while on the Liabilities side, a Depreciation Account is shown 
thus i

Deprec i a t i on Ac mi tr 11

Land ---
Buildings (:■$)
Mobile Machinery { 20,u)
Fixed Machinery f.1 0;j)
Fixtures and Furniture (10/i)

The advantage of this method brings home to the members the reason for 
having a Depreciation Acommts where i t will be necessary to replace any of 
the Assets in a few years, it in udv :...--'!,blo to i*1u.'nd or Invest at least some 
of this Acoount in readily ne^ot:L;?.bJ.o 3ocui\L':':,.es. A farming oo-operative, 
part of 'whoso function is to Iea;:te a tractor to members, which failed to 
make provision for depreciation and r'ri.oh failed to fund replacement equi
valent might fir.f it wa j unable to replace a tractor which had broken down 
beyond repair in the middle of the ploughing season. This could involve 
the collapse of the society.

ii ,000 
2,000 
1,400 
_JjOO 
5,900
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10. It is on the "basis of tho Trial Balance at the end of the financial 
year that- tho Final Aoc-ounts (sometiinos -tho- phrcuo Balance Siiovrt is- usod 
loosely to include All tho other Acc.amts), aro propared ready for tho 
Annual Audit.

Tho Final Accounts consist in the simplest form of a Balance Sheet 
and Profit and Loss Account, The Profit and Loss Account is frequently split 
into a number of subsidiary Aocounts, For example, a consumer society will 
have to produce a Trading Acoount, It shows the results of the buying and 
soiling of goods, The Debit side of tho Account begins with the Goods in 
stook at tho commencement of tho year and the concluding entry on tho Credit 
side gives the value of stock remaining at tho close of tho year. Tho 
Balance of the Acoount gives tho GROSS Profit for thu year, i.e. no overheads 
are charged as those aro inoludod in tho main Profit and Loss Account. A 
coffee oo-operative should have a hulling Account and tv Coffee sales Acoount. 
If the society also operates a mill for grinding members1 grain, a separate 
Grain Milling Account should be kept, In othor words, a separate account 
should be kept for eaoh separate economic activity of the society. This is 
important for two reasons (l) it provides more details about a branch of the 
sooioty's aotivitios. A hulling account uhuuld be able to give tho real cost 
of producing tho standard unit, tho kilo, fiv:sula? quintal or ton, of olean 
ooffoe. It should also givo tho figure of percentage of out-turn. This 
latter is an important check on tho general offioiency of the machinory and 
in particular of the exactitude of the setting (2) it shows whether a 
branch of tho society's activities is operating at a profit or loss. If the 
latter, it is being subsidised by another branch of the society which might 
consist of a different typo of membership. If a loss is made, either the 
members should agree to subsidise as a deliberate act of policy or the hul
ling fee should bo increased. If a largo profit is made, the members should 
be given the opportunity either of reducing the hulling foe or of leaving 
matters as they are and recovering tho excess as a pgirt of their patronage 
dividend. Tin. :?e ia nothing wrong ab. at one branch, of aoti/ity subsidising 
another but it must be do^id^l deliberately, on the basis of hard facts, by 
tho members themselves. The ooffoe sal os Acoount should be able to give the 
NET return per unit of weight received for each grade of produce. Illiterate 
peasants have excellent memories and Ca.n remember the total amount of money 
received for their produce but when asked cannot say how muoh this is per 
farasula. This makes the merabsrs of doubtful loyalty lend too roady an oar 
to lying propaganda by enemies of the society. The best answer to a lie is 
an honest fact.

Balances in these subsidiary trading Accounts are transferred by 
means of the Journal to tho main Profit and Loss Account.

The Balance in the Profit and Loss Acoount is carried down to an 
Appropriation Aocount, and from there it is transferred to the Balanoe Shoot. 
Specimen pages of a Cash Book, Journal, Ledger and Membership Segistor and 
specimens of Rece1p+ and Payment Voucher:: are Attaohed.



- 22 -

Chapter VI

AULIT AND SUPERVISION

It is laid down in the So-operative Societies Proclamation that the 
Accounts of a society must be audited at least once annually. If the books 
are not entered up properly, and monthly Trial Balances are either not 
prepared or badly prepared, it follows that the task of the Auditor will be 
much more difficult and therefore much more expensive. But the need for 
proper records begins much earlier than the Annual Audit. The Committee 
has to make important decisions during the year on business matters that 
vitally affect the society. But correct decisions can only be made if they 
are based on an understanding of all the relevant facts. Of particular 
importance is a knowledge of the true state of the society's finances. This 
is only possible if all recods are correctly recorded and up to date.
Equally important is the necessity of retaining the confidence of such 
members of the public as have business dealings with the society. Again 
the Registrar has a statutory duty to see that the affairs of the society
are properly conducted. Naturally he cannot be expected to do all this
himself. This is done by a staff of supervisors or inspectors. These have 
a wider responsibility accordingly than a mere running audit. They have to 
see that the Minute Books record proceedings accurately; tnat the Law and 
the Rules are observed; that loan applications are dealt with fairly and 
that the funds are not issued only to the Committee and their friends; that 
expenses are kept within Budget limits except for unusual reasons and that 
authority for this exception should be sought as soon as possible. They 
should check to see that stores are properly swept and neat and tidy, that 
produce is properly stacked and kept from contact with earth or cement floors 
by means of wooden battens.

They should chcck to see that a_l produce delivered is of good average 
quality and has been properly dried. Improperly dried produce can incur as 
much as 2% loss in weight while in store, and this can mean a big loss tc 
the society. Probably most important of all is to check every entry in the
various bookG of Account and check or prepare a Trial Balance to make
reasonably certain that the records are correct.

Cash Balances should be checked against physical cash; and Bank Balance 
against monthly Bank Statements. Inspection programmes in short should bo 
carried out on a regular and systematic basis. A pro-forma with a specific 
list of tasks is attached. This should bo prepared in duplicate; one copy 
is filed in the Society's Inspection File the other is filed in the 
Supervisor's file relating to the particular society. A general report 
should be prepared at the same time. This will give details about share 
capital, how a building is progressing, how the collection and processing i3 
going on;in short useful background information not obtainable from the 
set tasks.
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NOTES

Eaoh sooiety should have its own file; and inspection reports should 
"be filed. At end of year a oomplete record of inspection is available 
to the Auditor.
The form follows the Ethiopian Calender, but the work of inspection 
must follow the financial year of the society.
Receipt books and books of account must be in a form and come from 
a souroe approved by the Registrar.
Each Inspector should have a numbered stamp, to be stamped on books 
of account after inspection, A register of issues must be kept at 
the Ministry.
A narrative report must be submitted after each inspection to be filed 
with the proforma in society file. This report should deal with specific 
matters e.g. "share capital increased by .......Ethft since last visit*'
"amount of coffee collected ....... frasulas. This is below estimate
for the period" Consumer line not selling well. Price should
be reduced to get ride of stock and no further pruchases made."



Co-operative Society Ltd.
■inspection Programme for the F

T a s k

1.

2 .
3-

4.

8.

9.
10.

Check with committee that cash in hand agrees with 
Cash Book or Journal Balt-no®. In case if discrepancy 
make appropriate CR. or I11}, entry ...................

Check that all ^ookc Oi account arc entered up to 
date ......................... .....................

Check that Minutes cf ill j-ieetii gs have been entered 
up to date and verified as per i ociety Rules .......

Check that Register :>f Receipt 3 ocks is correctly 
written up, that it tallies with the Issue frotc and 
that withdrawals from JtocK follow strict serial order

Check Account salet. statements with supporting sales 
receipts ...... .....................................

Check all payments with vouchers. Lncure that payments
are duly authorised arr1 supported by receipted invoices
or oash sales invoices ............. ...................

Check that Advances to growers are supported by produce 
receipts ................. ........................

Check that Final c'ayinents are cross referenced to 
Advance Payment ........................... ...........
Check all additions in Cu.sh look or Journal ..........
Cheek Bank Balance with Bank Statement find R< c. ».cilo 1:; 
_____________ ropriate Bool of Account ........ .

4 -t < ■

inancial Year Beginning 1st .

6ofno
XcaQ>

-pa
•HEh

-P•HrQ
rf*G)

O •Hto 10 nJ .c r) n3 3 £U
s
t

7ir.ancial Year 19. 

Remarks
- 19-



T e. e k

11. Check &11 postings to Ledger, Additions of Ledger 
Account and that Debits and Credits Agree

12. CheCiC opening Balances v.ith previous year's Balance
Sheet. Le^ that approved Estimate is recorded at 
top of each folij ................................

13. Loan A-.~-pliCu.ti3n Register- Check
(a) that applicatior.s were filed and dealt with in

strict chronoT igical order............. .
(b) that principal sum loaned is correctly entered 

and interest changes correctly calculated
(c) that repayments are up to date or corrective

action ta_en for default........ ....... .
14. Stock Books. Cl_3ck

(a) that it it entered up daily (or weekly)
(b) receipts from produce receipt books
(c) Additions
(d) Issues with Delivery Notes
(e) Stock Baxa.ic*' as recorded with physical stock

Balance.......... ..... .....................
15. Check or prepare i.c„thly Trail Balance ...........

\16. Check Members' .te-fister, and that it is properly
signed ari w-tressed and that recorded shares agree 
with share capital account .......................

17. Check saf'B custody of society's titles deeds,
securities, investmjnts and other assets ..........

18. Signature and date ..... ..........................
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Chapter VII
SETTLEMENT OF DISPUTES L, CO-OPEEATIVE SOCIETIES

1. The legal provisions relating to disputes in Co-operative
societies are contained in Articles 43 and 44 of the Co-operative Societies
Proclamation which read as follows:
Article 43? Disputes to be Referred to Arbitration
(1) Where a dispute regarding the constitution, management or operations 

of a society arises between:
(a) Members, past members and persons claiming through members, 

past member of doceased members; or
(b) a member, past member or person claiming through a member, 

past member or deceased member and the society, its Executive 
Committee or any officer, agent or employee of the society; or

(c) The society or its Executive Committee and any past Executive 
Committees, any officer, agent or employee, or any past officcr, 
past agent or past employee, or the nominee, heirs or legal 
representatives or any deceased o'ificer or deceased agent or 
deceased employee of the society; or

(d) The society and any other society, such dispute shall be referred 
to the Registrar for decision.

(2) For purposes of paragraph (l) of this Article 43, the term ’dispute* 
shall be deemed to include, in particular but without limitation, the 
followin.-:
(a) A claim by the Society for any debt due to it from the member

or the nominee heir or legal representatives of a deceased member;
(b) A claim by a surety against the principal debtor where the society 

has recovered from the surety any amount in respect of any debt or 
demand due to it from the principal debtor as a result of the 
default of the principal debtor; and

(c) any dispute arising in connection with the election of any officer 
of the society.

Article 44: Settlement of Disputes
(l) On a dispute being referred to the Registrar pursuant to Article 43 

hereof he may:
(a) decide the dispute himself; or
(b) refer it for disposal to one or more arbitrators whom he shall 

appoint«
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(2) The Registrar may revoke any appointment made pursuant to sub-paragraph
(l) (b) of this Article 44 and decide the dispute himself.

2. formally when a dispute of this nature occurc, the only method of
settling the dispute is by litigation in the Lav; Courts. This is both time- 
consuming and. expensive; and many people with a grievance that has bitten 
deeply into their soul pursue what they consider the justice of t.ieir cause
to the highest courts in the land and frequently ruin themselves in the process. 
Most co-operative Laws make provision in general terms for the settlement of 
disputes, affecting members or their society, by arbitration. Often the Rules 
of the Society spell out in greater detail the procedures to be used in the 
arbitration proceedings. Proceedings are usually less formal than in judicial 
proceedings and invariably less expensive both in time and money. These facts 
are well known and recognised in the world of private business; and parties 
to a dispute in the business world frequently resort to arbitration and most 
countries have an Arbitration Lav;, which lays down procedures to bo followed.
The big difference between the private and co-operative sectors is that in the 
former the use of arbtration is optional at the discretion of the parties, 
whereas in Co-operatives it is an obligatory technique. It is not an alternative 
to court proceedings. It is a complete substitute. The award of thu arbitrator 
or arbitrators can not be called in question by any civil court but must be
enforced by the civil court exactly as though the award had been a judgment
of the civil court. In the same way that a dissatisfied litigant in a civil 
court can apjeal to a higher court, so there is provision in the Co-operative 
Proclamation, Article 51 > for a dissatisfied member or society to lodge an 
appeal.

3. The principles of decision, the powers of arbitrators and the 
execution of awards are dealt within Articles 49,52, and 53.

Article 49. - Principles of Decision

Except as otherwise expressly provided in this proclamation, every 
decision, order or award whether resolving a dispute or otherwise of a 
judicial or arbitral nature, required to be made hereunder shall be made 
on the basis of a proper hearing conducted in accordance with the civil 
procedure code.

Article 52. Persons to have powers of Civil Court

Every authority required to make a decision, order or award under 
this proclamation shall have the tsarne powers as a civil court with regard, 
in particular, but without limitation, to the summoning of witnesses, the 
production of evidence, the conduct of the proceedings and the making of 
injunctions.

Article 53 Execution

Any decision, order or award made under thia Proclamation shall, where 
appropriate, be executed as though made by a Civil Court, and the Courts of 
the Empire shall have jurisdiction to order the enforcement of any such decision, 
order or award.
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4. Prooeduro
(1) All arbitration proceedings are initiated by the aggrieved party 

addressing a writton statement to the Registrar. This statement 
MUST contain the following information!-
(a) it must be dated
(bJ it must specify the dispute
(c) it must sot out full particulars of the dispute including

the date when cause of action arose and in monetary cases,
the principal sum duo plus interest to chte of application

(d) it must be signed by the applicant.
A specimen application is attached Form A.

(2) The Registrar has then to decide whether he will hear the dispute him
self, appoint a single arbitrator or a panel of throe arbitrators.
In the la tter case he asks each party to nominate an arbitrator to 
represent tho interests of that party and he himself appoints the third 
arbitrator who acts as chairman of the panel. The Registrar then makes 
a formal order of arbitration which iG the legal basis for the proceedings. 
Such order must contain the following
(a) A statement that the proceedings will be conducted by the Registrar 

himself OR the name, father's name, place of abode and occupation of 
the arbitrator or arbitrators.

(b) it must set out the nature and full particulars of the dispute
(c) it must limit the time within which the award shall be forwarded

by the arbitrators(s) to the Registrar, provided that if the 
Registrar is satisfied on good and sufficient grounds that an exten
sion of time is necessary, he may by a further writton order extend 
the period of time within which the award must be submitted to him*

(d) it must be signed and dated by tho Registrar
(e) it must state that if an arbitrator nominated by either party fails

to take up the nomination, the Registrar may make tho nomination 
himself.

(f) it must state that if an arbitrator dios or refuses or nogleots to 
act or becomes incapable of acting, the Registrar may himself 
nominate a substitute.

(g) it must state that tho majority opinion shall rovail* A specimen
j of a Registrar's order is attached Form B.
(jj) The aotual hoaring as already stated must be conducted in aooordanoe 

with the provisions of the Civil Procedure Code. This aj.plies to the
form and manner of sorvice of summons to witnesses, to the acceptance
and marking of documents and other oxhibits submitted in evidonce and 
to the recording of oral testimony, as well as to the notice of time

\
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and place of proceedings which must be served on the parties to the dispute. 
The appropriate forms prescribed in the Civil Procedure Code are attached. 
Forms D and E.

(4) the award itself must

(a) be in writing
(b) be dated and signed by the arbitrator(c) state the amount of costs and expenses of the arbitration and 

by which party or parties to the dispute the same are to be paid.
(d) Lust be submitted together with the file of proceedings to the 

Registrar within the stipulated time.

A form of award is attached. Form C

v
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PORl i A

Notifications of and Application for Settlement of a Dispute under Articlc 
43 Co-operative Societies Proclamation to the Registrar of Co-operative 
Societies,

inistry of National Community Development and Social Affairs 
Addis Ababa

Whereas a dispute has arisen between.......... ................
......... ..................... a n d ...... ..........................
............................... concerning (nature and full details of
dispute) ....................................... ....................
i/We ( names and status of applicants) ..............»................

hereby apply to the Registrar of Co-operative Societies for the said 
dispute to be settled in accordance with Articlc 44 Co-operative 
Societies Proclamation.

Date ............................. .........................
Signature of applicants)

Place ............ ...............
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PORJ. B

Settlement of Dispute under Article 44 
Co-operative Societies Proclamation 
Order of Registrar

Under the powers conferred on me by article 44 Co-operative Societies
proclamation I ......................, Registrar of Co-operative Societies,
hereby order that the dispute referred to herein under shall be decidcd 
by the Registrar in person OR shall be referred for the decision of:-

Name Residence Occupation

1. _ ................................... ..............................
2  ..................................................... .
3............................................ .

As Arbitrators of the dispute that has arisen between ........ ......
........... ................ . and ....................................
(names of parties)
namely whether ..,..................... ..................................
(native and full details of dispute)
and regarding which the application, copy attached, has been made to me 
in accordance with Article 43 Co-operative Societies Proclamation.

2. The award and file of procoddings must be forwarded to tho Registrar
on or before .......... .................. (date)

3. If the arbitrator nominated by either party fails to take up the 
nomination, the Registrar may make the nomination himself.

4« If an arbitrator dies or refuses or neglects to act or becomes
incapable of acting, the Registrar may himself nominate a substitute.

5. The majority opinion of the arbitrators shall prevail.

Date
(Signed)

Registrar of Co-operative Societies 
Addis Ababa
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FOR!'! C

Settlement of Dispute under Article 44 
Co-operative Societies Proclamation Award

Whereas the following matter in dispute between .....................
....... „.................. (names and status of parties) and ............
................................. namely whether......... .
.............................. . (nature and full details of dispute) has
been heard by me in person (Registrar)

OR
in g >has been referred to for determination by the Registrar of Co-operative
Hi1

Societies Order dated ............. i/we having heard the relevant
evidence and carefully considered the matter, hereby direct the said ....
...................  (one party) to pay the s aid........................
(other party) ........ the sum o f ..... . E$
together with interest at the rate of . ...‘/o(per cent) per annum calculable 
from the date of the transaction giving rise to the dispute until the real
isation of the sum awarded.

The above amount shall be paid not later than ......... (date) and
if not paid, tue amount may bo realised through a civil court.

Award given in the presence of

^................. *....................... I Parties to the Dispute

Who were informed of their right of appeal within .................. days.

Place ...... ...................... .... ...........................
(Signed)

Date .......... .................. Registrar of Co-operative Societies
or Arbitrators
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FORM D

As per Art. 94 C. P. C,

Settlement of a Disputo undor Article 44 Co-operative Societies Proclamation 
Summons to parties

To A ............... .........  (name description residence) Parties to
B ...................... .. . ( " " " ) Dispute

Where a dispute in terms of Art. 44 Co-operative Societies Proclamation
exists between .............. a n d ..... ........................
(name and description of partiej) Concerning ........ ..................
(nature and full details of dispute)

You are hereby notified that proceedings will be held to settle the above
dispute at ............................... (place) at ....................
hours on ....................  day of .................. month 19 .....

You must be prepax-ed to produce on that day:

(a) Your version of the events in dispute

(b) A list of all The witnesses you intend to call, stating their address
and the purpose for which you wish to call them;

(c) A list of documents on which you intend to rely and all relevant docu
ments in your aotual possession.

Take notice that in default of your appearance on the day before mentioned 
or your producing your version of the dispute or any evidence relevant 
thereto, the suit will be heard and determined notwithstanding your default.

Place .................  Signed
Registrar of Co-operative 
Societies OR 
Arbitrator OR

Date ..................  Chairman of Arbitrators.
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FORM E

As per Arts. Ill and 114 C.P.C.

oettlement oi a Dispute under Article 44 Co—operative Societies Proclamation 
Summons to Witnecs.

(name, d&acription, residence)

Whereas your attendance is required to give evidence and/or produce .....
(description of document) on behalf of ..................................
(describe party) in the dispute existing between him and ................
(description of othei' party) concerning ........ (nature and full details
of dispute),

You are hereby required to appear personally before Me/lIs at ............
place at ..........  hours on ........  day ............  at ............
month 19 ...... and to bring with you (or send to Me/Us) the said doeament.

If you are summoned only to produce a locument and not to give evidence, 
you shall be deemed to have complied with this summons if you cause such 
document to be produced before Me/Us on the day and hour aforesaid.

If you fail to comply with this summons without lawful excuse, you will be 
subject to the consequences of non-attendance laid down in the Penal Code 
of 1957 - Article 442.

Place ........................  Signed
Registrar of Co-operative 

Societies OR 
Arbitrator OR

Date .....................  Chairman of Arbitrators.



Chapter VIII

CONDUCT OF MEETINGS iiND l-̂ CORDI.-O OF PROCEEDINGS

The General Meeting of members of a society is the supreme policy 
making body. As it would be impossible an practical grounds for the 
members collectively to ensure that the policies adopted by them are 
carried out, it is usual for the General Meeting to elect an iiixeculive 
or Management Committee to see that policy decisions are carried out and 
in the process to oversee the work of the paid employees. In Raiffeissen 
Type societies, in which provision of credit to members is a principal 
object, a Supervisory Committee is added, whose function is to check on 
the work of the Management Committee. In a large co-operative with several 
Departments it is often the practice to elect various sub-committees, one 
for each Department with additional ones for Finance and Personnel.
Decisions made at these meetings constitute the authority for action taken. 
So decisions must be recorded carefully. Tni3 is done by means of minutes 
which are a precis of the discussions and the decision taken. Compilation 
of Minutes is in fact a skilled job, expertise in which is achieved only 
by experience. Each subject unde* discussion should be dealt with in a 
separate Minute. Minutes should avoid tho two extremes of being too pro
lix or too scrappy. Some Minutes record practically everything every 
speaker said. This is a waste of everybody's time. Minutes are a summary 
of proceedings and not a verbatim record. For example an item on the 
Agenda might be "Rate of interest to be charged to Members' Loans", The 
record read something like this "The president suggested a rate of 3% above 
the Bank Rate. Mr. A seconded. Mr. B moved an amendment that a rate of 

above Bank Rate would cover all the overheads involved in processing, 
supervising and ensuring repayment. Mr. C seconded. Mr. D countered that 
the 3i° rate vras more prudent to provide some insurance against bad debts 
or alternatively add some much needed income. A lively discussion followed, 
in which opinions were about equally divided. But to the vote, the amend
ment was defeated by 5 votes to 4* The person reading this Minute can 
conjure up a fairly accurate picture of the proceedings. He knows (l) that 
a sound proposal was put forward ( d ) that a well reasoned amendment was 
proposed (3) that a member supported the motion for reasons of cautious 
prudence, (4 )"that a lively discussion took place (5 ) that the majority in 
favour of the original motion was a small one. Minutes should be numbered 
consecutively. Thus if the record of the first meeting contains 9 Minutes 
the opening Minute of the second meeting will be numbered 10. The Rules 
of the Society state how notice of meetings is to be given and how many 
days notice is required. Notice required for a General Meeting is almost 
invariably larger than that for Committee meetings. All notices calling 
a meeting should be accompanied by an Agenda or list of subjects to be 
discussed. This is very important for two reasons (l) if the members 
know what is to be discussed, they can give thought to the matter and come 
to the meeting picpared, (2) without a fixed programme, the meeting could 
become a moi’e talking shop, with all and sundry indulging in a free-for- 
all. Proceedings would drag on interminably and the meeting would prcbably 
collapse in disorder with out any important decisions being made. At an 
Annual General Meeting there are certain subjects which MUST be included 
in the Agenda, in order to comply with the Law. Tc this mandatory list, 
additional subjects can be added as needed. A suggested Notice might read

- 35 -



- 36 -

as follows:
NOTICE

The Third Annual General Meeting of the ,......... .............
Co-operative Society Ltd, Will be held at .........................  on
10th of Ramie I96I at 16»00 hours.

Model Agenda for a General Meeting
1. Reading out Notice convening the meeting and checking that a 

quorum is present.
2. Confirmation of Minutes of last General Meeting,
3. Business arising from last meeting
4. Chairman's Report,
5. Annual Aocounts and Auditor's Report.
6. Final Payments on Produce.
7» Disposal of net Profits,
8, Verification of membez-ship including approval of members admitted

since last meeting,
9, Eloction of Kbceoutive Committee.
10, Approval of Capital and Recurrent Budget for ensuring year.
11, Fixing maximum liability the society may incur by way of loans and

deposits,
12, Any other business.

This latter item may call for a good deal of fact and decisiveness 
on the part of the Chairman. A member asking for supplementary information 
is entitled to receive it. Anyone who is genuinely interested or who has 
a constructive proposal to make should be given a courteous hearing. A 
member who makes a highly tendentious proposal, right out of the blue as 
it were at the end of the proceedings, when everyone is tired and wants 
to go home, should be dealt with tactfully but firmly by the ohairman.
The member should be told that he ought to have approached the Committee 
or the Secretary in good time to have it put on the Agenda. The matter 
can then be inoluded in the Agenda for the next meeting, or dealt with 
by the Committee if it is so empowered.
The Agenda for a Committee meeting would contain the following items:
1. Reading out Notice convening the meeting and checking that a quorum 

is present.
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2. Confirmation of minutes of last General Meeting.

3. Business arising from last meeting.

4. Examining ALL loan applications and drawing up a schedule of loans

5. Deciding the opening date for receiving members' produce.

6 . Financial statement of society's position at oud of month

7* Any other business.

Both the Committee, when preparing the Annual Recurrent and Capital 
Budget, and the General Meeting, when approving it, take into account the 
financial position of the Society. But a budget is an estimate of finan
cial prospects and is a guide line to Committee ana staff. A financial 
statement is a statement of the actual position, which Committee and staff 
must take into account in planning the next month's activities.

The nature of the financial statement varies Kith the type of co
operative. The specimen Financial statement given in a Crodit Union hand
book for J.nstance is quite different from that of a marketing co-operative. 
A financial statement for the latter would be something like this:

granted.

I960.
Financial Statement prepared from trial Balance of 30th Sene,

Dr. E$ Cr. E3

I. Advances to members 
Sales of produce
Stock on hand (Valued at lowest market price)
Transport expenses
Hulling and labour expenses
Societys' Commission on whole crop
Balance available for final payment to

130,000

2,000
20,000
5,000

250,000
10,000

members 103,000
26Q*00C S&Qi QQQ

II. Society's Commission paid to dato 
Entrance fees 
Total expenses to date 
Balance available

1,200
^320

2,50C
20

There are some excellent puolications which deal with the conduct 
oi meetings and rules of procedure. All officials concerned with co-opera
tives should study one of these booklets.
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Chapter IX

THE LAW, THE REGISTRAR THE CO-OPERATIVE DEPaRTkKNT

The officer in charge of co-operative work is usually called the 
Registrar. Where he has a large staff under him, he really fulfils two 
functions. First of all he is the administrative head of his Department 
responsible to Government for the safety of all Government money and 
property under his control and responsible for the good conduct and 
efficiency of his staff. He must be a man of drive and enthusiasm in 
order to handle the same qualities in his staff and keeping their ththu- 
siasm alive. He himself h?s to see that enthusiasm is tempered with 
caution as he must remember that he is responsible not only for Government 
funds but for tho funds invested by the people in their societies as the 
result of the promotional work of himself and his staff. It is in fact 
true to say that the success of co-operatives depends very largely on the 
qualities of the Registrar and his staff.

The other function of the Registrar is quasi-judicial. He has a 
general responsibility to see that the Law, the Regulations made thereunder 
and tho Rules are complied with. In particular ho has a responsibility 
for settling any disputes that may arise between the Society, its officers 
and its members. He also has a responsibility for holding in inquiry into 
tho constitution working and financial condition of a society upon an 
application presented in the approved manner. He has a responsibility for 
the dissolution of a sooiety jf it is unable to meet its financial obliga
tions or uas ceased working or carries on its activities in an unconsti
tutional manner. He has the authority to dismiss some or all the members 
of the Committee, after a public hearing, if he is satisfied that the Com
mittee has persistently failed or is unable satisfactorily to perform its 
duties.

The Co-operative Law is usually a three—tier structure. First there 
is the Law or Proclamation itself which contains the general principles. 
Secondly, the Proclamation usually has a section or Article, which autho
rises someone, usually the Minister responsible for Co-operatives, *o make 
Regulations. These Regulations usually prescribe certain matters, about 
which registered societies Must make Rules and other matters about which 
they May make Rules. Thirdly are the Rules of the Society which go into 
greater detail about the aims and objects, the organisation and the mana
gement of the Society. The Rules correspond to the memorandum and 
a t ticleB of Association for public and private business enterprise. They 
are in short the constitution of the society.

The three tiers rank in order of seniority and each must tie in 
completely with the other two so that there is no discrepancy between 
them. Considerable care should be taken in drafting tho Rules for the 
prototype ot each kind of co-operative. If it is done properly, then 
other s\milar types of society can, with suitable alternations, use a 
carbon copy for their Rules.

While it is true that success or failure of cc—operatives depends 
very much at the outset on the personal qualities of the Registrar, it is 
clear „hat in a territory the size of Ethiopia, the Registrar will not
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have the time to devote much study in detail to individual societies. Ho 
will he concerned mainly with policy and a lot of his time will be taken 
up by high level meetings. The detailed work will have to be done by his 
staff and the nearer his staff are to the grass roots, the more effective 
they will be, The personnel, who work in the villages, need encouragement5 
they must feel that their work is appreciated not only by the peasant 
farmers amongst whom they work but by their superiors in the Ministry.
There must be a constant interchange of information. This is done at the 
official level by exonahge of reports but equally important is the personal 
oontaot. Junior officers soon lose heart if they are not visited by their 
superiors and if they have no opportunity of explaining their difficulties 
and receiving advioe and encouragement. Living conditions are often uncom
fortable and officers must have a real enthusiasm for the work. Co-opera
tive work is not for the lukewarm. Enthusiasm by itself is not enough 
however. In fact enthusiasm without the neoessary know-how can be positively 
dangerous. Henoe all oo-operative personnel should have a thorough train
ing in the Techniques of Co-operative Practice. The powers and duties of 
the Registrar and his staff given in greater detail in Appendix IV,
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Whereas, Our people have understood the usefulness of Co-operative 
activities and it is expedient to provide a proper basis for the format
ion of Co-operative Societies which shaLL promote thrift, mutual help 
and self-help among persons sharing common needs and desires;

NOV/, T::E.<EFCRE , in accordance with ArticLe 34 and 88 of Our Revi
sed Constitution, We approve the resolutions of Our Chamber of Deputi
es and Senate and We hereby proclaim as follows:

1. Short Title
This Proclamation may be cited as the "Co-operative Societ
ies Proclamation, 1966."

2. Repeal

The Farm Workers' Co-operative Decree, 1960 (Decree No.. 44 
of 1960) is hereby repealed.

3. Definitions
In this Proclamation, unless the context otherwise requires:

1 » "amendment" shall mean an amendment of the rules & 
shall include a new rule and the rescision of a 
rule;

2. "Executive Committee" shall me,.n the directing
body of a society entrusted with the management
of such society;

3. "legal representative" shall mean a person so
declared under the provisions of the Civil Code
of I960 by a competent court;

4. " member" shall mean any physical or juridical 
person who is a mrmHer of a society and shall 
include a nominal member;

5. "Minister" and "Ministry" shall mean, respectively 
the minister and Ministry of National Community 
Development and Social Affairs;

V



6 . "officer" sha II mean a president, vice-president, 
secretary, manager, number of an Executive Committee, 
treasurer, administrator or liquidator of a society 
and shall include any other person empowered under the 
regulations or the ruts to give directions in regard 
to the conduct of business of a society;

7. "prescribed" shall mean prescribed by regulations;
8 . ''Registrar" shall mean a person appointed under Article 

5 hereof and shall include any person when exercising 
such powers of the Registrar as may be delegated to him;

9. "regulations" shalL mean regulations issued under this 
Proclamation by the Minister;

10. "rules" shall mean the rules of a society and shall 
include all amendments thereto;

11. "society" shall mean a Co-operative Society registered 
under this ProclamationJ

12. "society with limited liability" shall mean a society
whose members arc, in the event of its being wound up,
liable for such society's obligations to the extent of 
any amount still owing on account of shares held by 
them and, in addition, to any muLtiple of the value of 
such shares as provided in the rules of such society;

13. "Society with unlimited liability" shall mean a society
whose members are, in the event of its being wound up,
personally jointly, severally and fully liable for such 
society's obligations; and

14. "special resolution" shall mean a rr solution passed b3r 
a majority of two-thirds (2/3rds) or such higher quorum 
or majority as may be specified in the rules.

4._ Purposes and Objects of Societies
Societies organised under this Procla mat ion shu.ll have as their 

principal purposes and objects the promotion, in accordance with co
operative principles and the requirements of social justice, of better 
living, better business and methods of production by such means as:

5*



(1) reducing the cost of credit;

(2) reducing the cost of goods and services for production 

8nd consumpt ion;

(3) minimizing and reducing the individual impact of risks 
and uncertainties;

(4) spreading knowledge of practical technical iranrovemerits; 
or

(5) may otherwise contribute to achieve the above-mentioned 
purposes and objects.

5. Registrar

(1) A Registrar of Co-operative Societies and, if necessary 
for the effective administration of the duties and res
ponsibilities of the Registrar as set forth in this 
Proclamation or as may be prescribed, a Deputy Registrar 
of Co-operative Societies shall be appointed by Us upon 
the recommendation of the '<■ inis ter* The inister may 
appoint as assistant Registrar or assistant Registrar
of Co-operative Societies as necessary. All of these 
shall be persons of long experience in the public 
service and, where possible, in the administration of 
societies -

(2) The Deputy Registrar and any Assistant Regisrars shall 
exercise such powers of the Registrar and discharge such 
of his duties and responsibilities as may be prescribed,

Part II —  FORMATION At’D REGISTRATION OF SOCIETIES

6 o

(6 ) Types of Societies
Societies shall be of two (2) categories:
(1) primary societies, which =ball be comprised of 

not less than ten (10) individual members; and
(2 ) secondary societies which, in addition to other 

members who may be either physical or juridical 
persons, shall be comprised op at least one (1 ) 
member which is another society and shall in all
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cases possess Limited LiabiLity.

(7) Name of Society

(1) The word "co-operative" shaLL appear in the name 
of every society.

(2) The word "Limited" shall appear in the name of 
every society with Limited liability.

(3) The name of every society shall conspicuously 
affixed on any place in which the business o^ the 
society is carried out and shall appear in all 
noticcs, advertisements, correspondence and other 
publications of the socit ty and on till negotiable 
instruments purporting to be signed hy or on 
behalf of the society»

(8) Formation of Society
(1) The formation of a society shall be initiated 

through a genrral meeting of promoters which 
shall take all decisions necessary for the for
mation and registration of the proposed society 
and shall in particular;

(a) adopt t’e proposed rvles; and
(b) prepare the application for registration.

(2) The rules shall conform with such requirements 
as may be prescribed and may follow such model 
rules as may be prepared by the Ministry.

(9) Application
(1) Application for registration of a society shall 

be submitted to the Registrar in the form speci
fied by him and shall include the following:
(a) the name, objects and area of operation of 

the proposed society;
(b) whether the. LiabiLity of t’̂ e proposed society 

is Limited or unlimited;



(c) the names of the applicants, who shall not 
be fewer than ten (10) where the application 
relates to the registration of a primary soc- 
iety, together with such particulars as are 
necessary to establish that such applicants 
are qualified for membership under Article
14 hereof;

(d) two (2 ) copies of the proposed rules; and
(2) The application shall be signed by each ind- 

dividual applicancand by the duly authorized 
representative of any jiiridical person which 
is an applicant*

(3) The Registrar may recuire the applicants to 
furnish to him additional information re lac
ing to the economic background and potential 
of the proposed society.

10. Registration
(1) Where the. Registrar is satisfied that an applica

tion confirms with the requirements set forth in 
this i;roclamation and in the regulations ano that 
the proposed society wiLl serve the purposes :md 
objects set forth in Article 4 hereof, he shall 
register such society and its rules and shall 
issue to the applicants a registration certificate 
signed by him and showing the date of such regis
tration.

(2) A registration certificat-p issued pursuant to 
paragraph (1) of this Article 10 shall, unless 
the registration of the society has been cance
lled, be conclusive evidence that the society 
therein mentioned is a society duLy registered 
under this Proclamation-

8 *



LI. Society to Have Juridical Personality
A society shaLL bccomc and be a juridical person 
as of the date of registration thereof.

12. Amendment of ~?.ules
(L) a  society may amend its rules on such conditions 

as are provided in this Proclamation and as may 
be prescribed or specified in the rules.

(2) No such amendment shall be valid until it has
been registered hereunder, for which purpose two
(2) copies of any proposed amendment shall be 
forwarded to the Registrar who shall register 
same when he determines that the effect thereof 
will be consistent with purposes and objects sot 
forth in Articlc 4 hereof and shaLL thereupon 
issue to the society a copy of such amendment da
ted and certified by him which shall bo conclusive 
evidence of uho fact that such amendment has boon 
approved ;ind has on s^ich date boon duly registered

S• Change of Liability. Transfer of Assets and Liabilities,
Division or Amalgamation
(1) A society may be a special resolution containing all 

the particulars regarding the carrying into effect of 
such relollution and upon registration of such resolu
tion pursuant to paragraph (3) of this Article 13:
(a) change the nature or extent of liability of its 

members;
(b) transfer all or part of its assets and liabilit

ies to another society;
(c) divide into t>-/o (2) or more societies; or
(d) amalgamate with one (I) or more societies to 

form a now society.
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(2) A society shall cause such resolution to be served on 
its creditors and on such of its members as did not 
attend the meeting at which the resolution was passed 
and shall inform them that they will be deemed to have 
agreed thereto unless they state their disagreement 
within forty-five (45) days from the date of such ser
vice .

(3) The Registrar shall register such resolution when he 
determines that:
(a) all the members and creditors have either speci

fically or impliedly agreed thereto; or
(b) any dissenting members have withdrawn from the 

society and have been paid off or the payment of 
any such dissenting members or creditors has lx on 
guaranteed to the satisfaction of the Registrar.

(4) Upon registration o>f such special resolution:
(a) any transfer to be undertaken pursuant to sub- 

paragraph (1) (b) of this Article 13 shall be 
effected automatically;

(b) the registration of the transferring society or of 
the former society or societies, as the case may 
be, shall, if appropriate, be cancelled and such 
society or societies shall thereupon cease to 
cxixt;, and

(c) the Registrar shall, where appropriate, issue to 
the society a copy of such special resolution 
dated and certified, jy him, which shall be con
clusive evidence of the fact that such special 
resolution was on such date duly passed in 
accordance with the law.



Part III —

14. Persons who ma y pccome members 
No person other than:

(1) a physical person as defined in the Civil 
Code of 1960;

(2 ) Another society; or
(3) a f .'inistry, chartered Government agency or 

other public authority;
may become a member of a society.

15.Nominal Members
(1) A society may admit any physical or j ’ridical

person as a nominal member;
(2) Except as otherwise provided herein or in the

rules, a nominal member shall have the same rights, 
duties and liabilities as a member; provided, how
ever, that a nominal member shall not be entitled 
to any share, in any form whatever, of the assets 
or profits of the society.

16. Register of Members

Every society shall keep a register to be called the 
"Register of Members" wherein shall be entered:

(1) the name, address and occupation of each 
member;

(2 ) the date on which any person becamea member 
or ceased to be a member;

(3) the share in the society held by such member; 
and

(4) any other details that may be specified in 
the rules.

17. Member not to excrcise Rights till due payment made
No member shall exercise the rights of a member unless 
he has made such payments to the society in respect of

11.



membership or has acquired such interests in the 
society as may be specified in the ruLes.

L8 . Voting
(1) Every member shaLL regardless of the number of 
shares owned or controlled by him, have one (L) vote 
at meetings of the society; provided, however, that:

(a) a nominal member shall have no vote;
(b) a juridical person shall have such number 

of votes as is specified in the rules of 
the society and shaLL appoint .in equivalent 
number of representatives to exercise its 
voting rights.

(2) Except as provided in sub-paragraph (L) (b) of 
this Article 18 and in Articlc 23 hereof, aLL members 
shall vote in person.

19. restriction on Holding Shares
No member of a primary society shall hoLd more than 
one-fifth (l/bth) of the total paid-up share capital 
of such society.

(20) Restrictions of Transfer of Shares or Interest
(1) No transfer by a member of his share or interest 
in a society shall be valid unless:

(a) the member has held such share or interest 
for at least one (1) year;

(b) the transfer is made to a member; and
(c) the transfer is approved by the Executive 

Committee.
(2) Transfer of any share or interest in a primary 
society shall be subject to the restriction set forth 
in article 19 hereof.
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21. Transfer of Interest on Death of Member
(1) On the death of a member, his share or interest 

shall be transferred to one of his heirs who has 
been specifically mentioned to inherit such share 
or interest in the will of the deceased, or fail
ing such mention, to the heir-at-law where such 
heir is a member or is admitted as a member.

(2) Where such heir is not a member and does not wish
to become or is not admitted as a member, he shall
be paid the value of the share or interest of the 
deceased member«

(3) Where in pursuance of the provisons of this artic
le 21 a member's share or interest exceeds the 
limits laid down in article 19 hereof, such mem
ber shall be paid the value of the excess.

(4) Any transfer or payment made under this Article
21 shall be valid and effectual against any demand 
made on the society by any third party.

22. Liability of Past or Leceased /ember
The liability of a past member or of the estate of a 
deceased member for the debts or obligations of a 
society as of the date of his ceasing to be a member 
or of his death shall continue for two (2 ) years from 
such date unless:

(1) an order for the dissolution of the. society is 
issued within said period of ti-/o (2) years, in 
which case such liability shall continue until 
the winding-up proceedings :ire completed; or

(2 ) the first audit of the society's accounts after 
such date shows a credit balance in favour of the 
society, in which case such liabiLity shall forth
with terminate.



Part IV -- ORGANS OF SOCIETIES

23. Supreme Authority in Society
The supreme authority in a society shall rest in the 
general meeting of the members thereof; provided, how
ever, that where the rules allow for the constitution 
of a smaller body consisting of delegates of members, 
such body shall exercise such delegated powers as may 
be specified in the rules„

2 k . Ordinary General Meeting

(1) An ordinary general meeting of the members shall 
be held at least once annually and shall:

(a) consider the annual report and the auditor:s 
report:

(b) decide on the allocation of the net profits;
(c) examine and aporove the program of the acti

vities of the society prepared by the Execu
tive Committee for the coming year;

(d) elect the members of the Executive Committee; 
and

(e) decide any other matter that may be submitted 
to it in accordance with the rules.

(2) Other ordinary general meetings of the members 
may be called by the Executive Committee as 
necessary.

25. Special General Meeting

(1) The Executive Committee shall calico b y the Reg1'?- 
trar and shall call the general

. . meeting within one (1) month from having
been required in writing so to do by the Regist
rar or by such number or proportion of the members 
as may be specified in the rules«

(2) Where the Executive Committee fails to call a 
special genera] meeting in accordance with para
graph (1) of this Article 25, such meeting shall

Ik o
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in such case be deemed to have been called by 
the Executive. Committee.

26. Executive Committee
(1) In every society, there shall' be. an Executive 

Committee comprising such number of members and 
elected in such >■ manner as shall be specified in 
the rules.

(2) The Executive Committee shall meet at such times 
and shall proceed in such manner as shall be 
specified in the rules.

(3) The Executive Committee shall have such powers and 
duties as shall, in particular, be responsible
f or :
(a) keeping records of its management and meet

ings;
(b) keeping books and accounts in the manner to 

be prescribed;
(c) preparing annualy a report on the society's 

operations and a program for the coming 
year and submitting same to the general 
meeting;

(d) convening meetings in accordance with the 
rules;

(e) setting up a reserve fund and such other 

funds as are provided for in Article 34 

hereof, in the regulations and in the rules; 

and

(f) carrying out all decisions of the general 
meeting.



27. Supervision of Executive Committee
(1) Where the Registrar has reason to believe that 

an Executive Committee has persistently failed
or is unable satisfactorily to perform its duties, 
or is acting in a manner inconsistent with the 
objectives rind purposes set forth in Article 4 
hereof or otherwise appears by its actions to be 
endangering the interest of the society, he may 
order a hearing to be held to which the. members 
of such Executive Committee or their representa 
tive shall be summoned, and such members or rep
resentative shall be required to testify and to 
present books and records to explain the situa
tion which gave rise to such hearing.

(2) Where the Registrar has reason to believe that 
the assets or general welfare of a society would 
suffer serious or irreparable- damage as a result 
of any delay necessary to carry out the hearing 
required under paragraph (1) of this Article 27, 
he may without formal hearing as otherwise requi
red under Article 49 hereof issue a tcmpporary 
order restraining all or any of the members of 
the Executive Committee from further exercise
of their powers as such members and providing 
for their replacement in accordance with para
graph (3) of this Article 27 pending a final 
determination ih said hearing. Upon completion 
of said hearing such temporary order shall be 
confirmed, modified or vacated in accordance 
with the determination of the Registrar pursuant 
to said paragraph (3); provided, however, that 
in the event such temporary order is either con
firmed or modified a new order shall be issued

L6.
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pursuant to said paragraph (3) and the period specified 
in such new order in accordance with paragraph (4) of 
this Article 27 shall run from the: date of such tem
porary order.

(3) Where the Registrar determines as a result of the 
hearing called pursuant to paragra ph (1) of this 
Article 27 that such action is necessary to ensure 
the continued successful operation of a society in 
accordance with the purposes and objectives set forth 
in Article 4 hereof, he shall order the removal from 
office of all or any of the members of the F.xecutive 
Committee and their replacement by other members of 
the society, in such number as he shall fix, and/or 
administrators who need not be members of the socicty.

(4) .-/here an administrator or administrators are-1, appointed 
pursuant to paragraph (2) or (3) of this Article 27, 
they and any such members or members of the Executive 
Committee as remain thereon or have been placed thereon 
pursuant to either of said paragraphs shall be deemed 
to constitute an Executive Committee as though elected 
by the general meeting and shall exercise the powers
of such Committee suoject to the general supervision 
of the Registrar for such period not exceeding two (2) 
years as shall be specified in the order mentioned in 
said paragraph (3) and as mav thereafter bv further 
order in writing be extended by the Registrar; provided, 
however, that such period, including all extensions 
thereof, shall not exceed for (4) years.

28. Securing Possession of Books and Records
Whenever the members or past members of an Executive
Committee or an employee of a society refuse or fail
within a reasonable time to hand over to the proper

theperson or persons the ooks and records of* society,



the possession of such books and records shall be 
secured in accordance with the law.

Part V -- P~MV I LEGES S K ^ T I ^ S

29. Priority of Claims by Society
Notwithstanding any provision to the contrary in what
ever law contained, any debts owed to a socicty by a
member or past member or the estate of a deceased
member, in respect of such membership, shall take
precedence ove r ull other debts of such person, except 
debts owed to the Government.

30. Jhdtrge and Set-off in Respect of Shares or Interest of 
Members
A society shall .have a charge upon the shares or inter
est in the capital and on the deposits of a member,
past member or deceased member; and upon any dividend, 
bonus or profits payable to a member or past member or 
to the estate of a deceased member in-respect of anv 
debt or outstanding demand due to the socicty from
such member or past tiember o_’ es tate of -
a deceased memoer in or towards payment of any such 
debt or outstanding demand,

31• Shares or Interest , of Liable to Attachment or oale
Except as provided in article 30 hereof, the shares
or interest of a member in the capital of a society 
shall not be liable to attachment or sale under any 
judgment or order of a court in respect of any debt 
or liability incurred by such member, and neither his 
trust c in bankruptcy nor a receiver duly appointed 
shall be entitled to, or have any claim on, such share 
or interest.

. 1 8 -
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32. Government Aid and Exemption from Taxes
(1) Income of a socie ty earned through operations 

conducted within the scope of this Proclamation 
shall be exempt from income tax.

(2) The appropriate administrative authorities shall 
have power in accordance with the law to:

(a) give to any society and Kind of financial 
assistance and, in particular', give

loan, advances, subsidies or ad hoc grants 
to a socicty find guarantee t’-*** payment 
of share capital of a society and divi- 
dencs thereon, at such rates as may be 
prescribed; and

(b) allot government land to any society in 
such manner as shall be pr^scribedj

Part VI -- PR̂ irlCVriF.^ AvD FUFPo JF J 'PIETIES
33. Funds Mot to '->c Divided

Mo part of the funds other than the net profits of a 
society shall be paid by way of bonus or dividend or 
otherwise distributed among its members; provided, 
however, that a member may >̂e paid remuneration on 
such scale as may be specified in the rules for any 
services rendered by him to the society.

34. Disposal of Net Profits
(1) society shall, out of its net profits in any 

year:

(a) transfer not less than twenty-five percent 
(25°/0) of such profits to a reserve fund until
it amounts to such percentage, of the share capital 
as may be prescribed; and
(b) create such other fund or funds as may be. 
prescribed;
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(2) The reserve fund created pursuant to sub-paragraph (1)
(a) of this article 34 shall be indivisible and no 
member shall be entitled to claim any share in it.

(3) The balance of the profits over and above the amounts
to be employed pursuant to paragraph (1) of this
article 34 m.-.y be utilized for .ill or any of the foll
owing purposes:
(a) payment of divedends to members on their paid up 

share capital at a rate not exceeding ten percent 
(10 °/0) of such share capital per annum;

(b) payment of bonuses to members, based on the amount 
nr volume of ' usiness transacted by t;hcm with the 
society, to the extent and in the manner specified 
in the rules;

(c) constitution of or contribution to such special 
funds as may be specified in the rules;

(d) donation of amounts not exceeding ten per cent 
(10 ^/0) of such net profits for any charitable 
purpose or common good fund, and

(e) payment of bonuses to employees of the socie ty 
to the extent and in the manner specified in the 
rules.

35- Investment of Funds
A society shall invest or deposit its funds only in 
such manner "is shall be prescribed,

36. Restrictions on borrowings
A society shall receive deposit and loans only to 
such extent and such conditions as may be prescribed 
or as may be specified in the rules.

37. Restrictions on Loans
A society shall not make a Loan to any person other 
than a member; provided, however, that a socicty may
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make loans to another society with the approval of 
the Registrar or to a depositor on the security of 
his deposit.

Part vii -- 4UDlI4=X ^ =I ^ =4UD=I^iiggilJM 

38 . Aud i t

(1) The Registrar shall require the accounts of 
every society to be audited at least once ann
ually by such person as he shall appoint, and, 
if justified and necessary, he nay determine the 
charges to be paid by the society concerned 
towards the cost of such audit.

(2) The audit conducted pursuant to paragraph (I) 
of this Article 3P shall include examination of 
overdue d Kts, if any verification of cash balan
ce and securities and valuation of the assets 
and liabilities of the society.

(3) The auditor’s report shall be served on the 
Executive Committee in the prescribed manner.

39. Inquiry

(1) The Registrar maY hold or cause to be 
held by such person as he shall appoint an 
inquiry into the constitution, working and 
financial condition of a society.

(2) /\n inquiry of the nature referred to in 
paragraph (1) of this article 39 shall L>e 
undertaken on application therefore by:
(a) a secondary society of which the. con
cerned is a member;
(b) a majority of the members of the Execu
tive Committee; or
Cc) not less t ian one-third (1/3) of the 
total number of members.

21,
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A socicty may he dissolved pursuant to parag'pah
(3) of this -vrticle 45 where:
(a) following audit, inquiry or inspection con

ducted respectively, pursuant to Article 38, 

3LJ or 40 hereof, the Registrar determines 

that the society should be dissolved; or

(b) the society has not commenced working within 
one (1) year from the date of its registra
tion or has ceased to work.

Where a society is to be dissolved, the Registrar 
shall issue a written order for such dissolution 
in the proscribed form; provided, however, that 
such oroer may lie revoked at any time before the 
completion of th- winding-up proceedings, where 
the Registrar determines that the situation so 
warrants.
An order of dissolution issued pursuant to parag
raph (3) of this article 45 by reason or the occu
rrence of one of the condittonsmentioned in para
graph (1) of this article 45 shall take effect 
from the date cf such order.
An order of dissolution issued pursuant to para
graph (3) of this Article 45 by reason of the 
occurrence of one of the conditions mentioned in 
paragraph (2) of this Article 45 shall be subject 
to appeal pursuant to Article 51 (1) hereof, and 
where no such appeal is presented within two (2) 
months from the date of such order shall take 
effect upon expiration of such period. '/There an 
appeal is presented within such period, the order 
shall not take effect unless it is confirmed.



Inspection
(L) The Registrar may of his own motion inspect or

cause to be inspected by such person as he shall 
appoint the books of a society.

(2) /;n inspection of the nature referred to in parag
raph ( 1) of this article 40 shall be undertaken 
on application therefore by a creditor o£ thc- 
socicty where such applicant:
(a) satisfies the ’.e^istrar that the d<?bt is 

exigible and that he has demanded payment 
but has not received satisfaction within a 
reasonable time;

(b) deposits with the Registrar such sum as 
security for the costs of the proposed ins
pection as the Registrar may require.

Powers in Respect of /iudit, Inquiry and Inspection 
Any person acting in pursuance of article 38, 39 
and 40 hereof shall have such powers and shall carry 
out such duties as are set forth in Article 52 hereof 
and as mav be rroscribed«CT
Surcharge
(1) If in the course of an f-udit, inquiry, inspection 

or the wiading up of a society, it is fe>und t'v;>t 
any person who is or was entrusted with the orga
nization or management of such society or who is 
or has at an/ ti'ae been an officer or an employee 
of the society has made any pay ent contrary to 
this Proclamation, the regulations or the rules 
or has caused any deficiency in the assets of the 
society by breach of trust or wilful ne; ligence or 
has misappropriated or fraudulently retained any 
money or other property belonging to such society,

23.
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(2) For purposes of paragraph (1) of this lirticlc 43 
the term "dispute " shall oe deemed to include, 
in particular but without limitation, the follo
wing :
(a) a claim by the society for any reht or demand 
due to it from a member  or the nominee, heirs or 
lej;al representa! ives of a deceased member;
(b) a claim by a surety against the principal
debtor where the society has recovered from the
surety any amount in respect of any debt or demand
due to it from the principal debtor as a result of
the default of the principal debtor; and
(c) any dispute arising in cornection with the 
eLection of any officer of the society.

44. Settlement of Disputes
(1) On a dispute being referred to the Registrar pursu

ant to article 43 hereof, he may:
(a) decide the dispute himself; or
( b )  refer it For disposal to one or more arbit

rator whom he shall ippoint.
(2) The iegistrar may revoke any ap; ointment made 

pursuant to sub-pa^a, raph (1) (b) of this article 
44 and decide the dispute himself.

45. Dissolution
(1) A society shall be dissolved pursuant to paragraph

(3) of this article 45 here of where: yr ■ r •
(a) it passes a special resolutionto this effectj or
(b) it is a primary society and tne number of its members falls 

below ten CIO) dL fi—



46.

47.
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(1) Upon issuing an order pursuant to *vrticLc 45 (3) 
hereof, the Registrar shall appoint a liquidator 
and, if nccessary, fix his remuneration which shali
. be paid out of the funds of the liquidated 

society.
(2) A liquidator shall, on appointment, take intc his 

custody or um'er his control all the books, rccord 
and documents of the society and all the property 
effects and actionable claims to which the socicty 
is or appears to be entitled and shall take such 
steps as he may deem necessary or expedient to 
prevent loss or deterioration of or damage to 
such property, effects or claims*

(3) Where an order for dissolution is set aside on 
appeal the bonks, documents.records, property, 
effects and actionable claim^ of the society 
shall revest in the society.

rowers and Duties of Liq u Ida to r
(1) The liquidator shall* under the guidance and con

trol of the Registrar, have such powers and carry 
out such duties as are necessary to complete the 
winding-up proceedings, and; in particular, but 
without limita tion, shall:
(a) investigate all claims against the socic ty 

and decide on priority of payment among them?
(b) determine Lhe contribution to be made by 

members or past members or by the estates or 
legal representatives of deceased members
or by any officers or- former officers to the 
assets of the society;

(c) collect the assets of the socicty;

Liquidator
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(d) Distribute such assets in accordance, with a plin 
of Liquidation approved by the Registrar;

(e) Carry on the. business of the society in so far as 
may be necessary for the proper Liquidation of the 
affairs of the society;

(f) represent the society in legal proceedings;
(g) determine whether any person is a member, past

member or nominee of a deceased member; and
(h) calL such meetings of the mem'ers as may be nece

ssary for the proper conduct of the Liquidation.
(2) Upon completion of the winding-up proceedings the

Liquidator shaLL make a report to the Registrar and 
deposit the records of the society in such pLacc as 
the Registrar may direct.

48. Cancellation of Registration
When the winding-up proceedings arc completed the 
certificate of registration shall ’*e surrendered to 
the Registrar who shall cancel the registration of the. 
society, and the society shall _pon such canccllatl n 
be dissolved and cease to exist.

-- DECISION, APPEAL H'-’P E,;EC-Tl'JN
49. Principles of Decision

Except as otherwise expressly provided in this Procla
mation, every decision, order or aware, whether r e s o l v e  

J a dispute o r  otherwise of a judicial or arbitral 
nature, required to be maoe hereunder shall be made 
on the basis of a proper hea ring conducted in accor
dance with the Civil Procedure Code.

50. Co-operatives Tribune!
(1) , There shall be established within the Ministry & 

Co-oreratives Tribunal (hereinafter called the 
"Tribunal").

27*.
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( 2 )

(3)

(4)

( 5 )

(6)

(7)

(8)

(9)

(10)

The Tribunal shall have its principal office at 
Addis Ababa but may hold sittings at such other 
places as it deems appropriate.
The Tribunal shall consist of (3) three members 
a p p o i n t e d by Us upon the recommendation 
of the Minister. One (1) of the members shall bo 
designated as Chairman of the Tribunal 
^embers of the Tribunal shall be persons of high 
reputation and impartiality and with legal exper
ience, preferably in the field of societies. 
Members of the Tribunal shall be appointed for a 
term of three (3) years; provided, however, that 
the term of not more than one (1) member then 
serving shall expire in each subsequent year.
A retiring member sha 11 be eligible for re-app
ointment o
The minister may recommend the withdrawal of an 
appointment of a member in case of negligence of 
malfeasance in office.
Any vacancy in the membership of the Tribunal 
shalL be filled in accordance with paragraph (3) 
of this Article 50.
The Tribunal shall conduct its hearing and fulfil 
its duties in accordance with the Sivil Procedure 
Code.
The remuneration or fee to be paid to the members 
of the Tribunal shall be decided from time to 
time, by the Minister.
The i'-inister shall assign such staff to the 
Tribunal as may be necessary for its proper 
funtioning. Such staff shall be carried on the 
payroll of the Ministry.

28 c
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(1) An appeal may be taken to the Tribunal from a 
decision made by the .egistrar under article 10, 
12, 13, 27, 42, 45,or 47 of this Proclamation; 
provided, however that no appeal may be taken to 
the Tribunal from a decision of a subordinate off
icial made under Article 10, 12, 13, 27, 42,45 or 
47 hereof unless it is first reviewed by the Reg
istrar.

(2) A special section of the Supreme Imperial Court 
consisting of the Afa Negus or Vice Afa Negus & 
four (4) other judges shall have appellate and 
final- jurisdiction in all matters of appeal and 
proceedings in error which ;nav bo taken frnm a 
decision, order or award of the Registrar made 
under Article 44 of this ProclaTation and rrom 
decisions of the Tribunal made under paragraph
(1) of this Article 51 in all matters of law, 
fact or equity, where the rules of law or the 
principles of equity appear from the fiLes, exhi
bits or re cords of the Tri: unal or Registrar to 
have been t_rroneously determined; provided, how
ever, that no appeal may be taken to the Supreme 
Imperial Court from a decision, order or award 
made under *irticle 44 (1) (b) hereof unless it
is first reviewed by the Registrar.

(3) Whenever it is deemed necessary, the special 
section of the Supreme Imperial Court established 
under this Proclamation may hold its sittings in 
any place in the Fmpire where societies have been 
formed.

29. .
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52. Persons to Have Powers of Civil Court
Every authority required to make a decision, order or 
award under this Proclamation shall have the same pow
ers as a civil court with regard, in particular, but 
without limitation, to the summoning of witnesses, the 
production of evidence, the conduct of the proceedings 
and the making of injunctions.

53. Execution.
any decision, order or award made under this Procla
mation shall, where ap;ropriate, be executed as though 
made by a civil court, and the courts of the Empire 
shall, have jurisdiction or order the enforcompnt of 
any such decision, order or award.

Part XI —  MISCELLANEOUS
54. Use of Tf-rm "Co-operative"

No person other than a society shall carry on business 
under any name or title of which the word "co-operative" 
is a part.

55. Address of Society
Every society shall have an address registered in the 
pr-> scribed manner where service of process shall be 
made and to which all notice and communications shall 
be sent and shell inform the Registrar of any change 
in such address within thirty (30) days.

56. Proclamation, Regulations and Rules to be Open to 
Inspection
Every socicty shall keep a copy of this Proclamation 
and of the regulations and the rules open to inspect
ion free of charge at all reasonable times at the reg
istered adorers of the society.



Service of Documents
Any d. cision or other document required to be served 
under this Proclamation shalL be served in accordance 
with the provisions of the Civil Procedure Code.
Acts of Societies i?ot to be I nva 1 i cl a ted by certain 
Defects
No act of a society or of any Executive Committee or 
officer of a socicty shall' be deemed to be invalid 
by reason only of the existence of any defect in the 
composition of such Executive Committee or in the 
appointment or election of such officer or on the 
ground th.ati. such officer was not properly qualified 
for such office unless such defect directly involves 
or affccts the substance of such act.
Commercial Code Not ^pplicarle
The provisions of the Commercial Code of 1960 shall 
not apply to societies except in so far as such pro
visions itre consistent with the purposes and provisions 
of this Proclamation, and, in particular but without 
limitation, societies shall not be subject to any req
uirement of organization, registration or internal 
management otherwise ap< licable to trades or business 
orga nizations under the Commercial Code.
Regulations
The 'inister may issue rej,uLa l ions f or the better 
carrying into effect of the provisions hereof.

Effective Date
This Proclamation shall enter into force on the date 
of its publication in the Negarit Gazeta.

TSAiIa FE T* JE^a Z ArCLlLU HABTF 70LD 
Prime Minister and .inister of Pen
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1. Issuing authority

These Regulations are issued by the Minister of Rational Communi
ty Development and Social affairs pursuant to authority vested in him 
by article 60 of the Co-operative Societies Proclamation 1966 (Pr -cl..- 
mati^n No. 241 of 1966)-

2. Short Title
These Regulations may be cited as the "Co-operative S.ocities 

Regulations, 1968.”

3. Scope of application

These Regulations shall apply to all societies registered under 
the Proclamation.

4. Definitions

When used in these Regulations, unless the context shall require 
otherwise:-

(1) "Civil Procedure Code" shall mean the Civil t'recer’ure Code 
of the Empire of Ethiopia of 1965;

(2) "Co-operative Year" shall mean the priod from Hamle 1st
to Sene 30th;

(3) "Excutive Committee" shall mean the directing body of ^
society entrusted with the management of such society;

(4) "Liquidator" shall mean a person aprointed by the Registrar 
under article 46 of the Proclamation;

(5) ’’Member" shall mean any physical or juridical person who
is a member of a society and shall include a nominal mem'-cr

(6) "Ministry" shall "nean the inistry of National Community 
Development and Social *-4ffairr;;



(7) "Net Profit" shall mean the residual share of the revenue 
of a society accruing, to the members thereof after all 
payments have been made;

(8) "Proclamation" shall mean the Co-operative Societies 
Proclamation, 1966 (Proclamation No. 241 of 1966);

(9) "Registrar" shall mean a person appointed under article 5 
of the Proclamation and shall include any person when exer
cising such powers of the Registrar as may be delegated
to him;

(10) "Rules" shall mean the l'ules of a society and shall includc 
aLl amendments thereto; and

(11) "Society" shall mean a Co-operative Society registered und 
Article 10 of the Proclamation.

Subject Matter of Rules

(1) The rules of a society shall provide for the following 
matters :-
(a) the name and address of the society;
(b) the area of its operations;
(c) the objects of the society;
(d) the manner in which funds may be raised;
(e) the nature and extent of the liability of the members; 
(f^ the extent to which the socicty may borrow funds and

the rates of interest which may be paid on such funds;
(g) the entrance and other fees to be collected from 

members;
(h) the purpose for which its funds may be applied;
(i) the terms and conditions for admission of ^^mbers 

and their rights and liabilities;
(j) the procedure for the expulsion of members;
(k) the mode of holding meetings and issuing notices;



CL)

(m)

( n )

(o)

(P)
(q)

(2) The
(a)

(b)

(c)

(d)

(e) 

(f ) 

(g)

the mode of appointment and removal of the members 
of the Excutive Committee and other officers, the 
duties and powers of the *'xcutive Committee and such 
other officers, and their term;
the mode of conducting business, purchase, sale, stock 
taking, lending, borrowing and other allied matters; 
the disposal of net profits;
the preparation and submission of the statements 
specified by the R ef istrar;
the constitution of an "Education Fund"*and 
the authorisation of an officer or officers to sign 
documents and to institute and defend suits ..nd other 
leg. I proceedings on behalf of the society;

rules of a society may provide for the following matters 
the circumstances under which withdrawal from member
ship may be permitted;
the procedures to be followed in cases of withdrawal, 
ineligibility and death of members;
the conditions under which the transfer of the shares 
or interest of a member may be permitted; 
the method of recruitment, the conditions of service, 
and the authority to fix, revis^ or repilate the n^y 
and allowances of paid officers and employees of the 
society and the procedure, to be followed in the dis
posal of disciplinary cases against them; 
the anner and the extent to which bonuses may be 
paid to the members and the employees of the society; 
the manner and the extent to which remuneration rru:y 
be paid to a member of the society for services rend
ered by him to the socicty;
the. fixing of a majority or quorum for special resolut
ions re. arcing amendment of rules, the. division, amalg
amation or dissolution of the society and such other 
matters as may require special resolution for decision;

3.



(h) the conditions on which loans and advances may be 
made to members, and in particular;
(i) the purposes for which such Loans or advances 

may be made;
(ii) the maximum amount which may he Lent to a member 

or, in the c^ise of advances against produce, the 
maximum percentage at the LocaL value which may 
be so advanced, or the :’ii.;ximum total which may 
be so Lent and advanced;

(iii) the rate of interest on Loans to members; and
(iv) the penalties for misapplication of Loans and

advances;
(i) the extension of the t^rm ,-tn̂  thr renewal o*7 loans and 

advances;
(j) the manner in which penalties may be imposed on a

member who is found guilty of breaches of the rul^s; 
(k) the consequences of cefauLt in payinent of any sum due 

to the society,
3 a The rules of a society may provide for such additional matt

ers which are. not specified in paragraphs (L) and (2)
of this article 5 as are incidental to the organization of 
the society and the management of its business.

6. application for Registration

An application for registration shall e made to the. Registrar 
on C.S. Form I set forth in Schedule A to these. Regulations.

7. Registration Certificate

On registration, the Registrar shall issue to t’>c society a cert 
ificate of registration on C.S. Form II ^et forth in Schedule B to 
these Regulations.

8. Register of Societies

(L) The Registrar shall keep or cause to be kept at his office 
a register called the "Register of societies" wherein shall

4.



be enteredparticulars relating to the registration of 
societies and thier rules.

2. All original entries in the Register of Societies shall be 
made by, nr under the direction of, the Registrar and shall 
be signed by him.

3. Every alem&ti’tfn, interlineation or erasure in the Register of 
Societies shall be initialled by the Registrar.

9. iimendment of ^ulcs

(1) society may, subject to all of the rrovisi ’-s of the 
Proclamation, these Regulations, and its rules, amend 
its rules.

(2) Two copies of each such amendment shall be forwarded to
the Registrar within fifteen (15) days from i.ue date of
the meeting at which such amendment was approved, together 
with a certificate on C.S. Form III set forth in Schedule 
G to these Regulations.

(3) An amendment to the rules of a society shall only be ma^ e by
a special resolution adopted at a general meeting of the
society.

10": Admission to membership

No socciety shall without sufficient cause refuse admission to
membership to any person duly qualified under article. 14 of the
Proclamation and the society's rules.

11. Disqualification for "Membersship
(1) Ko person shall be eligible for admission to membership in 

a society if he is subject to any of the disqualifications 
specified in the society's rules.

(2) If a member, after his admission, becomes subject to any 
of the disqualifications specified in the society's rules, 
he shall be deemed to havo ceased to be a member from the 
date upon which he became subject to such disqualification.

12. admission of Members before the General neeting is Held

5.
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13.
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15.

No society 6h.aH admit members during the fifteen (15) day 
period prior to the date of its annual general meeting.

Disabilities of a Defaulting Member
(1) No member of a society who, with respect to any loan or 

advance, is in arrears to the societ/ <or such neriod as is 
specified in the society's rules or for three (3) months, 
whichever is the Lesser, shall be appointed to the F.xcutivc 
Committee of the society, or to represent the society in 
any other society.

(2) If a member of a society who is appointed to a position
described in paragraph (L) above falLs in arrears as des

cribed in said paragraph (L) subsequent to his appointment,
he shall cease to hold such position as of the date on
which he so fell in arrears.

Nomination of an I-Ieir
(L) A member of a society nay nominate an heir or heirs to

whom, in the event of his r'cath, his share or interest in
the capital of the society shall be transferred or the 
vaLue thereof or any other moneys due to him from the socicty 
shall be paid, ouch member may, from time to time, revoke 
or vary such nomination.

(2) The number of heirs who may be nominat d by any member shall
not exceed the number of shares held by said member.

(3) To be valid, such nomination shall De made in writing by 
the member, shall be signed by him in presence of at Least 
two (2) witnesses, and shall be registered in the books of 
the society kept for the purpose.

General Meeting
(L) The first general meeting of members shall have all of the

powers set forth in paragraphs (L) (c), (L) (d) and (1) (e)
of Article 2 U of the Proclamation.

4



(2) The annual meeting under paragraph (1) of Article 2h

of the Proclamation shall be convened as soon as the report 
on the audit of the accounts of the socicty is received by 
the Fxcutivc Committee.

(3) At least fifteen (15) days’ notice shall be riven before 
a general meeting is convened.

(4) The quorum at a gener-il meeting of a society shall : e
as specified in its rules; provided, however, that in the
case of a meeting calLcd by the Registrar, the members 
present at such meeting shall be deemed to constitute a 
quorum.

16. Voting at a Meeting
Any matter submitte d to the decision of the members present at 

a meeting shall, unless otherwise provided in the Proclamation, these 

Regulations or the society’s rules, be decided by the majority vote 
of the members present. In case of a tie the presiding officer shall
be entitled to a casting vote.

17. Election of Members of the Excutive Committee
(1) A society may, for the purpose of election of members to its 

Executive Committee, divide its membership into different 
groups on a territorial or other basis.

(2) The rules of such a socicty may specify the member or 
proportion of the members of the f-xcutive Committee who 
may be elected to represent each such group on the Excutive 
Committee and may specify further that such representatives 
may be elected:
(a) by all the members of the society; or
(b) Only by that particular ; roup of members to which each

such representative belongs.

18. Vacancies on the ’’xcutive Committee
If a vacancy occurs on the rxcutive Committee, the Committee

shall have the power to co-oot a member who shall hold office until

7.



(c) dividends upon share capital at a rate not exceeding 
that prescribed in Article 34 of the '’reclamation.

(2) Any surplus remaining after the rayments described in para
graph (1) of this article 21 have been made shall be utili
zed for purposes of public utiLity or contributed to the 
reserve fund of another society as approved by the members 
of the society being wound-up at a general meeting.

22. Co-operative Education Fund
Every socicty shall establish a cooperative -'ducation Fund and 

shall contribute such amount, not exceeding five percent (5^0) of 
its net profits tor each year, to said Fund, as may from time to time 
be directed by the Registrar. The Fund shall be administered by the 
national Cooperative Council, or, if there is no such council, by a 
Cooperative Education Committee appointed by the Registrar.

23. risposal of Unappropriated Profits
Any profit not appropriated in the manner specified in the Froc- 

lamation, these. Regulations and its rules shall be transferred by 
each socicty to its reserve fund.

24. Investments and Deposits
(1) Wherever banking facilities are available a society shall 

deposit its funds, including its reserve fund, in a bank.
(2) a  society may invest its fund, only in the following:

(a) shares or securities of any other society; and
(b) Government securities fully guaranteed as to principal 

and interest.

25. Borrowing
(1) Every society shall, from time to time, fix at a £oneral 

meeting the maximum liability it may incur in loans or 
deposits whether from members or non-members.

(2) t'o society shall receive loans or dr posits in excess of 
the maximum liability fixed pursuant to paragraph (l)of 
this Article 25.



26. Accounts and Jther Books to be Maintained by Societies

Every socicty shall keep such accounts, books and registers in
connection with the business of the society as the Registrar may
from time to time require.

27. Power of Registrar to Direct accounts and Books to be written Up 
The Registrar may, by order in writin» , direct any society to

have any or all of the accounts* books and registers required to be 
kept by it under article 26 hereof written up to such date, in such 
date, in such form and within such time as he may direct. In ease the 
society shall fail to do so, the Registrar may depute an officer subo- 
ordinate to him to write up the accounts, books and registers.
In such case, the Registrar may fix, based upon the time involved in 
the work and the emoluments of the officer deputed to it, the charges 
which the society concerned shall pay to the Ministry and shall direct 
the society to make such payment.

28. Statements and Returns to be Furnished by Societies
(1) Every society shall Prepare for each co-onerative year in

such form as may be specified by the Registrar:
(a) a statement showing the receipts and disbursements 

for the year;
(b) a profit and loss account;
(c) a balance sheet;
(d) its budget for the next financial year; and
(e) such other statements and returns as may be specified 

by the Registrar.
(2) (a) Every socicty shall submit to the Registrar each

year, within such time as he may direct, a copy of 
the statements and returns specified in paragraph (1) 
of this Article 28.

(b) The auditor shall, to the extent practicable, verify 
the statements and returns and grant his audit



certificate within one (1) year of receipt of such 
statements and returns.

(e) The society shall publish the audit certificate and 
such of the statements and returns as the Registrar 
may direct and in the manner specified by him.

(3) Every society shall, in addition to the statements and 
specified in paragraph (1) of this Article 28, submit to 
the Registrar any statement or return in such form, within 
such time , and coverin' such period as the Registrar may 
snecif y .

(4) In case any society shall ^ail to submit any statement or
return specified in paragraphs (I) and (3) of this Article
28 within the tine srecified, the Registrar may depute an 
officer subordinate to him to prepare the necessary state
ment or return. In such case, the Registrar may fix, basec 
upon the time involved in the work and the emoluments of 
the officer deputed to do it, the charges which the socictj 
concerned should pay to the V-inistry and shall direct the 
society to make, such payment.

29. Certified Copies of Rooks Entries
(1) A copy of an entry in the ooks of a society regularly

kept in the course of business shall bear the society’s
seal and shall be certified:
(a) by the President or £'̂ crf?triry of the. Sf'c’̂ tv; or
(b) by the liquidator, w h m  a liquidator of the society 

has been appointed pursuant to article 46 of the 
^reclamation.

(2) The fees payable in connection with the furnishing of
certificed copies of book entries shall be specified from 
tim<- to time by the :egistrar.

11-



30. Inspection of Documents;

Any member of a society and any member of the public may inspect 

the following documents in the office. of the le^istrar free of char.ro 

and may obtain certified copies thereof on naynent of the follo.ii.nr 

fees:
Dollars

(1) Application for registration 0

(2) certificate of registration 1

(3) rules 0

(4) amendment of rule s 0

(5) order of cancellation of registra

tion 0

(6) audit memorandum 0

(7) annual balance-sheet 1

(8) order for surcharge under Article

42 of the Proclamation 1

31. Government Aid to Societies:

(1) The Ministry may, if they deem it appropriate:
(a) guarantee the repayment of up to seventy five percent 

7 5 ^ 0  of the1, share capital and accured dividends of a 

society;

(b) extend financial assistance in the form of grants-in-

aid , subsidies, advances and loans to a society which

has great prosspects for rendering efficient and rea

sonably cheap service to its members;

(c) purchase redeemable shares in a society which will be 

retired by the society either in part or in whole as 

and when the society deems appropriate; and

(d) take appropriate steps to provide, to a society which 

renders efficient and reasonably cheap service, to its 

members, land placed at the. disposal of the Ministry 
or other government-owned land.

Cents 
25 each

00 each

50 per p-ijj

50 , " "

50 each 

50 per pag 

00

00



(2)' Any land provided pursuant to paragraph (1) (d) of this 
Article 3L inay be either sold at a nominal price or given with

out charge to the society,
(3) Any land provided to a society pursuant to paragraphs 

(1) and (2) of this article 31 shall in no way const! 
tute a part of the assets of the socicty. No such 
land may be pledged as security by the society for 
any loan or ottvr borrowings Upon the dissolution or 
the socicty, the land shall be retransferred to the 
Government, against repayment of any amount paid to th 
society as purchase price.

32. Change of address of a Society

(1) Every society shall communicate in writing to the 
P.egistrar any change in its registered address and 
shall furnish to the Registrar a copy of the resolut
ion adopting the new address within thirty (30) days 
of the date upon which said resolution was adopted*

(2) Upon receipt of any communication from the society 
pursuant to paragraph (1) of this article 32, the 
Registrar shall register the new address as notified by 
the society and inform the society of such registration..

(3) Any change in the address of a society shall not be 
considered as registered unless such change is notified 
to the Registrar as provided in paragraph (1) of this 
Article 32.

33. Effective Date
These Regulations shall enter into force on the date of their 

publication in the Negarit Gazeta.
Done at Addis Ababa this 2 5th day of March , L968

GETahOuW i hlSEMMA
Minister of National Community Development 

and Social Affairs

l3 n



SCHEDULE A 

( C . S .  Form 1 )

APPLICATION FOR REGISTRATION OF A CO-OPERATIVE SOCIETY

L. Name of proposed society:....................................... ■
2. Address of the proposed society:...............................
3. Area of operation:.......................... .................
4. Liability:...................  (Limited) ......... Unlimited....
3. Occupation of members:................................... -..... «
6 . Registration fee: Eth. $ ............................ »........
7. Value per share : Eth. $ .....................................-.... - • ̂
8 . Objects: .................................. ............. .......... c.-
9 . Date of submission of application:................. ..........

We, the undersigned, having applied for registration as a co
operative society in article 9 of the Co-operative Societies Procla
mation (Proclamation No. 241 of 1966), request that a Registration 
Certificate be issued pursuant to paragraph (2) of Article 10 of s.iid 
Proclamation. We submit, attached hereto, two (2) copies of the 
rules of the proposed socicty, and we certify that all particulars 
in the application for registration and the rules of our society are 
true and correct.
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MINISTRY 'W GOM'MTNT.T'• PE” -'LOPM^NT AMP SOCIAL AF^AI^S 

REGISTR* TI N CERTIFICATE )F A  CO-OPERATIVE SOCIETY

a  co-operative socicty with (Limited) (Unlimited) liability,
under the name of " .......................... " has bee n duly registered
in accordance with article 10 of the CO-opcrative Societies Proclama
tion 1966, (Procla maticn No. 241 of 1966), on this .............-....
day of ......................  19.........................................

Registrar



Schedule C 
(C.S. Form III)

NOTIFICATION JF A. END. El'T OF RULES

We, the President and the Secretary of the (Name of co-operative 
society), do hereby certify that:

(1) the attached amendment (s) of rule ......(was) (were)
adopted at a General Meeting held on..........................

(2) on that date there were .......... members in the Socicty,
whom .............were present at the meeting; and

(3) ......... members voted for said amendment (s); and
(4) notice of the meeting and the proposed amendment was issued

to all menbers of the society on (date) by (officer of so
ciety).

Date ................ President ..........Secretary ...........

16.



WQd£l=EuLe|_Q£_Eacm|r|=dyLtiBUCEQ|t_yQ=cB£c|tiYG=SQci£ty

N ^ m e _ o | _ t h ^ _ o O £ i e t y  ............................. .. ..................................................................

Address ............ .......................................
Area of )peration
The-Society*s area of operation shall be confined to

BCQDQb

In order to excutc its activities efficiently the Society
can open branches within its area of operation.

.Objects

The objects of the socicty shall be:
a. To encourage thrift, self-help and co-operation 

among members;
b. To market the produce of crown on ricmber's farms 

and to process the produce before sale, if necess
ary;

c. To transport produce frrm members farms or godowns 
to markets;

d. To provide domestic requirements, either throtr h 
sale or hire, agricultural implements material and 
such like-, for members

e • To own or hire godowns
f. Subject to the approval of the registrar to enlarge

the objects of the socicty.

a. Any person above the aj_e of 18, who is competent 
to contract on thebasis rof the Civil Jodc of I960
and resides within the area of operation of the
society shall be eligible for admission as a member.



Article 7

Article 8

b. Any member of the Society shall cease to be such if 

he changes his residence from the area of operation 

of the society.

c. Merchants and other people who have business dealings 

with the society may also be admitted as members 

such members shall have no right to vote or to par

ticipate in the management of the society and shall 

have no share in the dividend or bonus distributed 

by the society.
bed. Wo person shall-seligible for admission as a member 

of the society if he has been sentenced for an

offence involving moral turpitude 'ut after of the 
of ^

completionjthe prison termithe person shows a mark

ed improvement in character he could be accepted as 

a member.

a. Application for admission as members shall be made

in the form laid down by the society for this pur

pose.

b* Every such application shall be disposed off by the 

Excutive Committee who shall have power to grant 

admission or to refuse* The reasons for refusal of 

admission shall be communicated in writing to the 

applicant.

e. The Society can not accept as a member any person during

the fifteen days prior to the General Oody meeting,.

yitbdcfiwai-QC_cesigD|tiaa_frQm=mfcmbe.cabiE_

a. When a member wishes to resign his membership he 

has to notify the secretary in writing at least 30 

days in advance of his intention and the resignation 

shall take effect from the date on which the resig-

2.



3.

Article

Articlc

Article

Articlc

nation is accepted by the Fxcutivc Committee, 
b. No member shall Ke permitted to withdraw any ofthe 

shars held by him in the society within one yefc.r 
from the date on which he was admitted as a member,

9 5xoyi§ion_of_n_mcmber

If a member decieves the society in any way or if his 
general conduct is such as to render his removal 
ncccssary in the interest of the society he shall 
be given 15 days written notice to defend himself and 
if the General '-Jody aprrovcs his expulsion he shall 
seize to be a member.

a. Every nemher shall pay an entrance fee <~>f $ .......
b. The amount of .moaty .which is.paid.on the.basis of 

this articLe lu (a) shall not be reimbursed to the 
member.

a. The capital of the society shall be nndc up of .....
........  shares of $ ...........  each.

b. Each -icmber shall be required to buy at least one 
s hare.

c. No member shall hold more than ^ of the total paid 
up share capital of the society.

The liability of the members of the society for mee-ting 
the deficit in the assets of the society, in the-* event
of its being woundup shall be limitted ........  tines
the subscribed capital.



4.

Article

article

Article

13 UgaioatiQD-Qf-iteic

a. If a member aies , his membership shall ipso facto 
cease.

b. Every member may nominate any person to succeed,
in the event of his death, to his share or interest 
in the society. Such nomination shall be signed by 
the member in the presence of at least two witnesses 
who shall attest it, and shall be r^gist^red in the 
books of the socicty kept for the purpose.

Should a member cense to be eLigible for membership 
the society shall pay back to such member or the 
heir nominated under article 13 or legal heir the 
share capital actually paid by him with the dividend 
declared if any, after deduction therefrom the money, 
if any, due from him to the society.

15 M££tiQgS_Q£_EU^_Q£DQ.CdwUQdy

a. The general body shall consist of the individual, 
members of the society;

b. The annual general meeting of the society shall be 
convened at least once a year.

c. The Excutive Committee shall at any time, call a 
general meeting for the conduct of business.

d. The Excutive Committee shall call a special general 
meeting within thirty days of the receipt of a 
rcquistion in writing from one Fifth or more mem
bers .

c. The quorum for a general meeting shall be one third 
(l/3) of the total number of members.



5.

f. The members shall be served with fifteen days 
notice of the meeting of the General ."ody.

g. The President when present shall preside at the 
meetings of the General uody. In his absence the 
Vice-Presiont shall pr^ride the. aveting. In the 
a' sence of both, the General T'ody m'ay choose
a cha.irm.-n from the members to preside at the 
meeting.

h. Every member present at the meeting shall have on^ 
and only one vote.

Article 16 Powers _of _t he _Ge nc_ral_:;ody

a. The ultimate authority in all matters relating to 
the administration of the society shall be the 
general body. It shall not, however, interfcr
with the actions of the excutive Committee performed 
in the exercise of powers conferred on it by the 
rules.

b. The following, a^ong other matters, shall be cValt 
with by the general body.
i. The programme of activities for the ensuing 

year;
ii. The election and removal of the members of the 

Excutive Committee; 
iii. The election and removal of the members of the: 

supervisory Committee
iv. The approval of the annual budget of the income 

& expenditure;
v. The consideration on the; audit and annual report;

vi. The amendment of rules, and 
vii. Disposal of net profit.



6 .

Article

a. Subject to such resolution as the general body may, 
from time to time pass, the management of the aff
airs of the socicty shall vest on the Excutive Com
mittee whose membership shall not exceed seven.

b. Members of the Excutive Committee shall be appointed
for a term of 3 years; provided however, that in 
making the intial appointment the terms of the
officers who shall serve for one (1), two (2 ) and 
three years, respectively, shall be specified, so 
that in each subsequent year the terms of not more 
than one third (l/3) of the members then serving 
shall expire in any one. calender year.
A retiring members shall be eligible for r^-aonoin- 
tment.

c. Any member of the F.xcutive Committee may at any 
time resign from his of'ice by giving fifteen days 
notice, but such resignation shall take effect onLy 
from the date on which it is accepted by the Excu
tive Committee.

d. If any member of the Excutive Committee resigns his 
office before the expiry his term of service, the 
vacancy shall be filled in by co-ortion by the 
Excutive Committee.

e. Four of the Excutive Committee members shall cons
titute a quorum.

f. All issue*- before the Excutive Committee shall be 
decided by a majority of vot^s. In case of a tic 
the presiding officer shall have a casting vote.

g. In cuse of "rgcncy where there may not Ve s'>pficient 
time to convene a meeting of the Excutive Committee 
the occrctary may obtain the orders of the Excutive 
Committee by circulation of par^rs among tho members,.

17 |XSUtiYC_SQQ]®ittQ£
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Articlc 18 Bi£fluaLi£icatiQQ_g£_m£>s^c|biD_dL_tht_£xeutiYe:_CQffl2 itt£^

No person shall be eligible for appointment as a mer.ber
of the Fxcutivc Cotnmittee of the society, if he
a. is a paid employee of the. society;
b. is in default without sufficient cause to the sQ'- -

ciety in respr ct of any loan or loans taken by him;
c. is interested directly or indirectly in any contract 

made with the society, or in any sale or purchase 
made by the. society privately or in any action or
in any contract of the society involving financial 
interests, if the contract, transaction, sale or pur
chase is not completed.

Article 19 Powers _of_tho_^xcut ivc _Comm it: tee

The powers of the Txcutive Committee shall be : -
a. To raise funds neccssary for the purpose of carry

ing out of the function of the. socicty;
b. To sanction investment of the funds of the socicty;
c. To admit members;
d. To allot shares and to -'ip’-rove transfer of shares;
e. To examine and check t’ie account;
f. To pi ce b'fore the , eneral body the audit and

other reports;
g. To prepare annual budget and recommend same, for the 

approval of the general body;
h. To appoint regular or ad hoc committee and, if 

neccssary, delegate, powers of the. Excutive Commi
ttee to them;

i. To frame sub-rules for the conduct of the business 
of the society;

ji To appoint or remove employee of the society;



8 .

k* To make sub-rules which shaLl goverh the- method of 
recruitment^ the conditions of the society -and the 
procedure to hr followed in tho disposal of disc’r- 

linary measures against them.

article 20 £cc§i^Qti=YicL=L'ciaidenL±_^ccetar}z_aDd_Tr:ai£urer

a. The president shall be elected by the General Body. 
He can sue and be sued on behalf of the society.
He shall preside, at all meetings of the Excutive 
Committee and the General <3ody in addition to these 
he shall have a general control over all the affairs 
of the society;

b. The Vice-President shall be elected by the General 
assembly. His main task shall be to assist the. 
president and in the absence of the president he 
shall assume the. powers and duties of tho President;

c. The Secretary shall be elected by the f'pneral Body. 
His main duties are to keep record of the minutec 
of meetings and to be responsible for the a<minist
ration of the society^

d. The treasurer shall be elected by the General Body. 
He shall be responsible for the custody of the cash 
and property of the society

article 21

The General Body of the society shall elect annualy 
a Supervisory Committee consisting of three members 
whose, duty will be to examine all books of account 
and to verify cash and other properties belonging to 
the socicty for which purpose ths Committee will have 
access at any ti'oe to all the documents property of 
the society. The Committee shall submit annually a 
report to the general body on the financial position 
and activities of the society.
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Article

Article

Ar t i d e

Article

Article

22 E^£Q£its_^nd_iQrggiji.DgG

3 . The Fxcutive Committee to encourage the members to 
develop the habit of thrift and saving, shall pro
vide deposit facilities,

b. In accordance with the decision of 2/3 of the mem
bers present at a General Pody meeting the society 
may borrow funds for the promotion of its activities.

23 ^ythcci£y_|Q__sQcti2D_Lg§D§

~11 applications for loans shall be made to the Secre
tary in the form, if any, spccificd Tor the purpose, who 
shall place them before the Excutive Jommittee with his 
remarks, if any, decision on applications shall be 
taken by the Excutive Committee.

2k iJgcs2Q!_g^ui^lc:-£ar_i'2aD£

Loans, except those on the security of deposits, shall 
be given to members. Loans on the security of deposit 
may be given both to members and to persons other than 
members ?
No person can claim a loan as a matter of right.

25 £triQ^_Gt_LQ§D§

The period f loan shall be fr^m ..........  to ........
provided, that the '.'Ixcutive Committee shall have the 
power to extend the period of the loan repayment for
.............. months when it has reason to believe
that the creditor is unabLe to pay the loan bocause 
of a force majeure.

26

a. The maximum interest on loans charged by the socicty
to its members shall not be more than 12 ®/0 per
annum but the. actual rate of interest shall be

r



Article

decided upon, from time to ti’ic, by the General 
Gody of the society.

b. a  member who has not fully repaid a loan, within 
the period specified under article 25, shall be
chargcd ......... ......... interest on the amount
outstanding from the due date of the loan to the 
date 'if recovery.

27 ^££tci£tiQD_.QD_LQ§QS_§D^_lDaur§D££

a. From the loans sanctioned to a member, the dues,
if any, by the member to the society, s ’i^II be
deducted and. the balance shall e advanced to 
him.

b. It shall oe competent to the Fxcutive Committee
to require a i> nr rower at any ti-e before the due
date, to repay a portion of the loan advanced, 
ox" to pled;.e additional produce with the society 
for the loan outstanding with in the time fixed, 
if in their opinion there is a fall, or likely 
to be a fall, in the market value of the produce 
plec’p, d and that the security is likely to pr^ve 
inadquate for the loan.

c. Loans nay be advanced to members either on the 
security of a guarantor or nganist the pledge
of produce. The :.dvance which ay be made after 
the produce is w- ighet and taken to the j odo ;n 
f the society together with the loan advanced 

for production purposes sholl not be more than 
60 °/0 of the cost of the pr- duce at the local 
m^rliet value. The value of the produce shallbe 
determined by the ’xcutive Committee.

10.



d. The i rociuce pledged shall be insured against
risks of burglar/ and fire at owners expense to 
the full market value.

article 28 ^is§PDiiQ§Eii2D_'2-fi_LQ^D'|

ohould the Excutive Committee be of opinion that a 
loan granted by the society has been misapplied by 
a member, it shall at once recall the loan and take 

st^ps to recover from him the amount or the loan to- _ 
gother with interest ther^ort /ithout waiting for the 
expiry of the period for which it was granted.

Article 29 tenaL_^actiQQ£_QD_^£caLL£d_LQaD§

'./hen the loan is so recalled under rule 28, the 
excutive Committee shall inform the borrower of 
the fact and of the amount, outstanding against 
him including interest upto the date of recall of 
the loan, >n the total amount so f^und due, the 
borrower shall be charged fifteen percent interest 
from the date of recalling the loan to the date 
of recovery and steps shall De taken without delay 
to recover the amount*

article 30 -=cac^l.led_QP. iosligibilitX-Qf _i:SCSQDS_te

_Ieaiii.D;::m£s]2£r|£.

If a member becomes ineligible for membership at 
any time and his name has on that account to be 
removed from the list of members or should a member 
be expelled under articlc 8 , the loan, if any, due 
from the member the member concerned, shall at once 
be recalled with out reference to the term for 
which the Loan has been granted and action shall be



Article

Article

Article

Article

taken to recover from the borrower the amount out
standing against him including interest up to the 
date of recalling the loan. Interest shall be ebar-
••ged at ........................  on the amount so found
outstanding from the date of recalling the loan to 
the date of recovery.

When a member from who money is due pays any suio 
it shall be appropriated in the following priorit 
order:-

a. To fees, and other miscellaneous charges due from 
him;

b. To interest;
c. To principal.

The society shall have a charge upon the paid-up shar 
capital& deposit of any other money to the credit of 
a member in respect of any sum due to the society 
from such member.

If any sum belonging to the society is either stolen 
or otherwise lost and found irrecoverable, or if any- 
loan due to the. society is found otherwise 
irrecoverable, either wholly or in part, it shall bc 
opcn to the general body to write off such amount 
after obtaining the sanction of the "'.egistrar.

34 Qq ^q^ d s -

a. The socicty may arrange for safe custody of the 
produce of members cither in the god owns of t'v 
society or in suitable places, to enable it to



13,

Article

stock the produce for sale at advantageous pricer,
b. The Excutive Committee shall frame suitable sub- 

rules governing the custody, storage and release 
of stock from the godowns ctc„.

35 i>U£l:ly_Qf

a. The socicty may arrange to supply
i. Agricultural requirements of members such ac 

seed, manure, implement, cattle feed, etc; &
ii. Domestic requirements of members and other

necessaries of life, such as cloth, kerosene> 
salt etc.

b. All transactions by way of sale or distribution, 
shall be on payment of cash and shall be confined 
to members only. The society na y , however, s.. Is 
for cash such commodities as may be specified by 
the Executive Committee to non-members also,

c. At the end of each quarter stock shall be taken 
and necessary depreciation allowed by the Excu- 
tive Committee.

d. It shall be conpetent for the Fxcutive Committer, 
to frame regulations governing the purchase and 
distribution of members' requirements.



Article

Article

36 £QDduct=Q£_£be.:,Sales„Qf.^cjj^.ej;R_EEoduae

a. The society may arrange for the sale of produce of 
members pledged oi~ deposited with it fcr sale.

b. The society shall not be responsible if the value 
of the produce decreases as a rcsuLt of fluctuation 
of marketso

c. The Excutive Committee shall conduct sale incenfcrmi 
with the directives given by the General Body.

d. The society shall weigh and grade the produce pledge 
to it or deposited,

37 BiSD2£fiL_Q£=Ufe£_£EQ£i£

a. The society shall out of its net profit in any 
year:-

i« Transfer an amount not being less than 25 0/C 
of such profits to the reserve fund, until 
it equals the paid up share capital; 

iio Pay dividend to members on their paid up 
share capital at a rate not exceeding ten 
percent p^r annum;



Article.

Article

Article

iii. Transfer an amount not less than 5 ^0 of such
profit to the Educc\tion Fund; 

ivo Pay bonus to members in proportion to the total
dealings made by each clurinr the year with the
socicty.

b. After the payments specified under article. 37(a) 
are mace the balance of the net profits, if any. 
may be disposed off in the manner as may be d e c i 
ded by the general body*

The Financial ifear of the society shall be the period 
from Hamlc 1st. to Sene 30th.

Should any daubt arise as to interoretaion of the Law, 
regulation or the rules, the decision of the Registrar 
shall be finale

k o _ q£ =&uLa §

a. These rule any other rule framed by the General 
Body can be amended if 2/3 of the total member
ship votes for the amendment.

b. Two copies of such amendment shall be forwarded 
to the Registrar within fifteen (15) days from 
the date of the meeting at which the amendment 
was approved«

15 a



Article 

article 

article

#
*

article

Article
an t o  encourage tnnrt, s<= Li-neLp ana jo-ope.ration

among members;
To encourage framers to po'>l their r^snurcps with 
a view of increasing ^roducf ion;

C* 'J o acquire t 7 purchase or otherwise nr to take
on lease land for cultivation anc’ allied purpose: ;

d-> To c’aievf increased agricultural production by
the use of improved i^plcnente, struina of seeds 
and fertilizers;

T 2 Fc assist members to take up such subsidiary occupa
tion as dairying, poultry farming and sheep breed
ing, as rrw-.y suit local conditions, with a view 
e>f providing opportunities -if raising the incorac 
of the members; 

f? To market the produce of members and to process
the produce before sale, if necessary; 

g/6. To arrange for ti’c rurchese of farming requirements
of members;
To construct, purchase, take on hire or other
wise building, cattIc s’.eds, godowns or other 
structures to facilit-.-.te farming;

1 N,.me cf the Society........................... .

2 Address ........... ......................................

3 Area of Jperatinn:
The Society’s area of or-‘'er-tion shall be confined to

h branch
In order to excute its activities efficiently the 
Society can open branches within its area of opprration.

5 Objects: The objects of the society shall be



Article 6

article 7

i« To acquire funds for the purpose of land improvement 
supply and market ini. either through borrowing or 
donnation;

jl To give to members modern farm technique's education

a. Any farmer above the a j o f  18* who is co^nptrnt 
to contract on the basis of the Civil Code of 
1960 and resides within the area of operation of 
the society sh IL be eligible for addnission as ^ 
member.

b. Any member of the oociety shall ccase to be such 
if he changes his residence from the «.*rea of op
eration of the society.

c. Merchants and other people who have business 
dealings with the society may also be ad^ited as 
members such members shall have no right tn vote 
^r t*.* participate in the ‘management of the socicty 
and shall hc'.ve no share in the dividend or bonus 
distributed by tho society.

d. No person shall c e eligible for admission as a
member of the socicty if he has been sentenced
for an offence involving moral turpitude but

if
after the competi--n of the prison term,the personA

shows a marked improvement in character he could 
be accepted as a member.

a. Application for admission as member, shall be 
made in the form laid down by the society for 
this purpose.

b. Every such application shall be disposed off by 
the Excutive Committee who shall have power to



Article 8

Article 9

grant admission or to refuse. The reasons for 
refusal of admission shall he communicated in 
writing to the applicant,

o. 1 he -.ociety c-n rn.it accept as a member any person
during the fifteen days prior to the General -'ody 
mcct ing.

a . ./hen a member wishes to resign his membership he
has to notify the secretary in writing at le"st 
30 days in advances of his intention and the res
ignation shall take effect from the date on which 
the resignation is accepted b/ the F.xcutive Co^ii- 
itteo.

bf. t o member shall ae permitted to withdraw any of
his land and the shares he Id by him in the socicty 

within five yeuEsfro • the date on which he w o at t- 

itted as a member. After the compli tion of 

this period he can quite the society hy disposing 

of his land in an/ suitable way either by saling r 

hire ing it to the society or by transfering it to 

another member.

=^2ulaiQQ_Q£=§_m^UC:r

If a memher decives the society in any way or if his 
general conduct is sach as to rene’er his removal 
necessary in the interest of the society he shall be 
given 15 days written nrticc to defend himself and 
if the General ody approves his expulsion he shall 
seize to be a member» .’ntil the period specified 
under article 35 is completed the member can cither 
sale or lease his land to the society.

3 *
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Art icle

Article

14 &£Bi^liQt=Q£_a^c^a_aDd_Qtb|c_gu£s;Lz

Should a member cease to be eligible for membership 
the society shaLl pay back to such member or the 
heir nominated under article 13 or legal heir the 
share capital actually paid by him with the dividend 
declared if anvv after deduction therefrom the money,
if any,, due from him to the society.

15 W£^tiQga_Q£„tUa_QgDscaL_5Q^

a. The General Body shall consist of the individual 
members of the society*

b. The annual general meeting o^ the society shall be 
convened at least once c year.

c* The Excutive Committee shall at any tine, call a 
general meeting for the conduct of business.

d. The Excutive Committee shall call a special general
body meeting within thirty days of the receipt of
a requistion in writing fron one fifth or more
members.

e. The quorum for a general meeting shall be one third 
(1/3) of the. tota1 number of members.

f. The members shall be served with fifteen days 
notice of the meeting of the General Body.

g. The President when present shall preside at the 
meetings of -:he General Body Tn bis absence the 
Vice-President shall preside at the meeting. In 
the absence of both, the General Body elects a 
chairman from the members to preside at the meet
ing,

h. Every member preset.^ _ Lhe meeting shall have 
one and only one vote •.
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Article

articlc

16 ^2W'lC£_Q£_tb£_G£n£CgL_SQd^

a. The ultimate authority in all matters relating
to the administration of the socicty shall be the 
the General 3ody. It shall not, how.-ver, interfer 
with the actions of the Excutive Committee perfor
med in the exercise of powers conferred on it by 
the rules.

b. The following, among other matters, shall he 
dealt with by the General ody.
i* The programme of activities for the ensuing 

year;
ii. The election and removal of the members of 

the Excutive Committee;
iii. The election and removal of the members of 

the supervisory committee;
iv. The approval of the annual budget of the 

income and expenditure;
v. The consideration of the audit and annual 

re-^ort-c ;

vi. The amendment of rules, and
vii. Disposal of net profit.

17 ^xQutiYe._QQffloi ttc.0.

a. oubject to such resolution as the C rneral Body
muy , f r o m  time to time, pass, the management of 
the affairs of the society shall vest on the 
Excutive Committee rn^mbershir' shall not
exceed seven.

b. Members of the ''xcutive Committee shall be appoin
ted for a torm of 3 years; provided however, that 
in making the intial appointments the terms of the 
officers who shall serve for one (1), (2) find three



article 18

years, respectively shall be specified, so that 
in each subsequent year the terms not more than 
one third (1/3) of the members then serving shall 
expire in any one calender year, a retiring mem
bers shall be eligible for rc-appointient-may at any time

c. Any member of the Excutive CommitteeA resigns his 
officc by giving fifteen days notice, but such 
resignation shall ti.kc effect only from the date 
on which it is acce] ted by the F.xcutive. Committee.

d. If any member of the rxcutive :ommittec resigns
his officc before the expiry of his term of service, 
the vacancy shall be filled in by co-option by 
the Fxcutivc Committee.

e. Five of the rxcutive Committee members shall 
constitute a auorum.

f. All issues before the xcutive Committer shall Ke
decided by a majority of 'ot^s. In c.'.se of a tic
the presiding officer saall have a casting vote.

g. In case of urgency where there may not be sufficent 
time to convene a meeting of the Excutive Committee, 
the Secretary nay obtain the orders of the Excutive 
Committee by circulation of papers among the mem
bers .

No person shall be eligible for aprointment as a
member of the Excutive Committee of the society, if
he: -
a. is a pair’ employee of the society;
b. is in default without sufficient cause to the

society in resocct of any loan or loans taken 
by him;

c. is interested directly or incirectly in any cont
ract made with the society, ^r in any sale or

7.
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ArticLc

purchase ma>e by the socicty privately or in any 
action or in any contract of the society involving 
financial interests, if the contract, transaction, 
sale nr purchase is not completed.

19 L>QWwca_^£_t^=5x£utiY£_SQQ,nittQe_

The powers of the "xcutive '"lommittee shall be:-
a. To soisc f u n ’s necessary for tho rurrose of carrying 

out of the functin of the society;
b. To sanction investment of the. funds of the society;
c. To admit members;
d. To allot shirrs and to approve transfer of shar- s;
0. To examine and checlc the account;
f. To place before the Central Bodythe audit and other 

re port s ;
g. To prepare annual budget and recommend same for 

the aprroval of the General *ody;
h. To appoint regular nr ad hoc committess and, if 

necessary, delegate powers of the ,r.xcutivc Commi
ttee to them;

1. To frame sub-rules for the conduct of the business 
of the society;

j. To api oint or remove employees of the society;
k. To make sub-rules which shall govern the method f 

recruitment, the. conditions of the service and the 
procedure to be followed in the dispose.I of dis
ciplinary measure against them;

1. To do such other acts and transact such other
business as is consistent with the objects of the 
s ciety or may be incidental to its administration.

8.



Article

Article

Article

a. The president shall be elected by the General Body. 

He can sue and be sued on behalf of the society.

He shall preside at all meetings of the Excutive 

Committee and the General Body in addition to these 

he shall have a f>eneral control over all the affairs 

of the society.

b. The Vice-President shall be elected by the Genr-ral 

■Jody. His main task shall be to assist the (’resid

ent and in his absence he shall assume the powers 

and duties of the President.

c. The secretary shall be elected by the General Body.

His main duties are to keep record of the minutes

of meetings and to be responsible for the admini

stration of the society.

d. The Treasurer shall be elected by the General 

Body. Me shall be responsible for the custody 

of the cash and property of the society.

21 Xbfias|ugfi£x £ag£g_32®aittai

The General Body of the society shall elect annualy 

a Supervisory Committee Committee consisting of thre^ 

members whose duty will te to examine all books of

account and to verify cash and other properties belong

ing to the society for which purpose the Committee 

will have access at any time to all tha documento 

property of the society. The committee shall submit 

annualy a report to the Cc.ncial Body on the financial 

position and act ivities of the society.

22 L)iBQ§it|_.ang5.gQcr2aiDg|

a. The Excutive Committee, to encourage the members 

to develop the habit of thrift and savin?;, shall 

provide deposit facilities;

20



Article-

Art icle

art icle

Article

b. In accordance with the decision of 2/3 of the 
members present at a General Body meet in; the 
society may borrow funds for the promotion of 
its activities.

23 ^ytbL>cit^_tQ_^aDgtiGD_L.j§DS

All arrlications for loans shall be made to the 
Jecretary in the form, if any, specified for the 
purpose , who shall place them '..r. ore the Excutive 
Committee with his remarks, if any. Decision on
applications shall be taken by the Excutive Committer-.

_£Q£_L>Qans

L^ans, except those on the s-curity <->f deposits, shall 
be given to members. Loans on the security of
dcposite may be given both to rs and to ersons
other than members .No person can claim a lo .̂n as a 
matter of right.

2 5 ^SCiQi_Q£_LoaQs

The ncriod of loan shall be fr-m .........  to ......
provided, that the fxcutive Committee shall have the 
power to extend the p riod of the loan repayment ' r
........... months when it has reason tv-) believe.
that the credit 'r is unable to ray the loan because 
of force majeure.

a. The maximum interest on loan charged by the society
to its members shall not be more than 1 2 ^ 0  p< r
annum but the ..ctuitl rate of interest shall be.

decided upon, from time t<> time, by the General - W ’.y
of the socicty.

10.
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Should the Excutive Committee be of opinion that a 
loan granted by the socicty has been misapplied by 
a nember, it shall at once recall the loan and take 
steps to recover from him the amount of the loan 
together with interest thereon without waiting for 
the expiry of the period for which it was granted.

Article 29

Jhen a loan is no recalled under rule 2t', the Excutive 
Committee, shall inform the borrower of the fact and 
of thr a mount, outstanding against him including inter
est upto the date of recall of the loan. On the total 
amount so found due, the borrower shall be charged 
fifteen percent (15^0) interest from the date of 
recalling the loan to the date of recovery and steps 
shall be taken without delay to recover the amount.

article 30 LQ^u=tQ_b§=c£caLLgd_QD:.iQ£ligibiLity_Q£;;:L>fc.6CDS_tG 

RamaiD_ygab£cs
If a member becomes ineligible for membership at any 
time and his nane has on that account t' He removed 
from the list of members or should a member be expelled 
under article 8, the loan, if any, due from the member 
concerned, shall at once be recalled with out reference 
to the t rm for which the loan has been granted and 
action shall be taken to recover from the borrower 
the amount outstanding against him including interest 
up to the date of recalling the loan. Interest shall
be charged at ...................... on the amount so fouRd

outstanding from the date of recalling the loan to 
the date of recovery.

Article 28 ^i§2DkIi£^£iGQ_Q£..k2^D£
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Article

article

Article

Art icle

Article

31 =5 ia t iao _Qt _ ta -Eccm-Mamtie.r; §

Jhen a member from whcmmoney is due pays any sum, it 
shall be appropriated in the following priority order
a. To fees, and other miscellaneous charges due from 

him;
b. To interest;
c. To principal.

The society shall have a charge upon the paid-up share 
capital, deposit of any other money to the credit of a 
member in respect of any sun due to the socicty from 
such member.

33 feQS|e|_JheD_ycitteD_2££

If any sum belonging to the society is either stolen or 
otherwise Irst and found irrecoverable, or if any loan 
due to the society is found otherwise irrecoverable, cit
her wholly or in part, it shall be open to the General 
Body to write off such amount after obtaining the sanc
tion of the Registrar

3k QfidCtfDS

a. The socicty may arrange for the safe custody of the 
produce of members either in the godowns of the soc- 
ety or in suitable places, to enable it to stock 
the produce for sale at advantageous prices.

b. The Excutive Committee shall frame suitable sub- 
rules governing the custody, storage ond release of 
stock from the godowns, rent, etc.

3 5 y £ £ d ucy. _ a Qk _ tha ̂ a _ q £ k

a. In the interest c>f efficiency and economy the land 
of members pooled, in to the society shall remain
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with it for a period of five years.
b. The lane’ of all member which is placed under the 

society shall be valued by the Rxcutive Committee 
and an agriculturist.

c. member who has contributed fertile la>->d may be 
paid norc ownership dividend than a member who Ins 
contributed a less fertile lane' to the society 
according to the scale fixed by the General Body.

d. If the fertility of all the lands pooled in the farm 
of the society is made uniform by the use of ferti
lizers the provision under article 35(c) shall be 
waved.

e. Inorder to conduct the management of the farm proper
ly the society can use the f^liowing procedure of 
work:-

(i) By distributing the work to individuals
(ii) .'iy distributing the work to groups of workers ,

article 3 6 2QD^uct_‘2£_£b|L_Sal.e.s_2£_*lJ£fflbs.ca_I?cQ£!uce.

a. The society may arrange for the sale produce 
of members pledged or deposited with it for sr.le -

b. The society shall not be responsible if the value 
of the produce decreases *s a result of fluctua
tion of markets.

c. The Excutive Committee shall conduct sale 
inconformity with the ■ irectives given by 
the General Body.

d. The society shall weigh and grade the produce 
pledged to it or deposited.

Article 37 Di|Dysc4_gf=£|tt_£cQfit

a. The socicty shall out of its net profit in any year:-
i. Transfer an amount not being less than 2 5 ^ 0



of such profits to the reserve fund, until it 
equals the aic’ up share capita1.;

ii. Pay dividend to members on their paii up share 
capital at a rate not exceding term orrcent 
(100/0) per annum;

iii. Transfer an amount not less than of such
profit to Education Fund;

iv. Pay bonus to members in Proportion to the total 
dealings made by cach during the year with the 
society.

b. x if ter the payments specified under articLc 37(a) 
are made the balance of the net profit, if any, 
may be disposed off in the manner as may be decided 
by the General Hody.

Article 38 EiDaDQiaL_'/eac_Q£_th£_^Qei^tyj;-

The financial year if the society shall be the period 
from .lamle 1st to Gene 30th.

article 39

Should any daubt arise as to interpretai n of the Law, 
Regulation or the rules, the decision of the r,egistrar 
shall be final.

article 40 t _ q £ _&U § I=

a. 1 his rule and any other rule framed by the General 
Body can be amended if 2/3 of the total membership 
votes for the amendment.

b. Two copies of such amendment shall be forwarded
to the Registrar within fifteen (15)days from ths da
te of the meeting at which the amendment was approved



Article 2 /-id dr ess .......................................... ....
Article 3 area of Operation

The society’s area of operation shall bo confined to

Article 4 Branch
a. Inorder to cxcute its activities efficiently thes

socicty can open branches within its area of o}.< ra
tion.

b. In accordance with internal. ruLes to be drawn out 
by the Executive Committee officers for ranchos 
shall be clected from the area of operation of the 
particular ’ranches.

Aticle 5 Objects
The objects of the society shall be:
a. To provide deposit facilities to the members;
b. To encourage thrift among members; and
c. To grant lor.ns to members.

Article 6 Membership
a. Any person above the ar.e of 18, who is competent to 

contract on the basis of the Civil Code of I960,... 
and resides within the area of operation of the 
society shall be eligible for admission as a member

b. To become a menber an api licant must apply in 
vritin£ on the form providrd by tht society and 
purchase at least one (1) share.

c. Each application must be made to the secretary
and approved by an affirmative vote of the majority 
of members of the Excutive Committee or a duly 
appointed and authorized membership Committee pre
sent at tho meeting at which the application is 
acted up^n, or by a duly appoint d and authorized 
membership officer.

Article 1 Name of Socicty ....................................... 
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urticle 7

d. The Excutivc Committee or the duly appointed and 

authorized Committee or officer shall have the 
power to grant or to refuse admission.
The reasons for refusal of admission shall be comm
unicated in writing to the applicant.

c. Membership ir> the society shall terminate automati
cally if and when a member is no long' r an .......
................  or if a member reduces his share
balance below the value of one dollar or a member
without valid reason fails to pay within one (1)
month of the cue date any sum owed by him to the
socicty. all. amounts paid on a share or deposits
of any kind by the resigning member shall le paid 
to him, after the deducting therefrom any amount cu 
to the society v>y such member.

f. Once membership has been terminated it may he re
newed by action of the Executive Committee.

g. The society can not accept as a member any person 
during the fifteen (15) days prior to the Gene r il 
Pody Meeting.

Capi tal
a. The capital of the society shall be mar’c up of....

..........  shares of ...................  each.
b. No me abor shall hold more than one fifth (1/5)

of the total paid up share capital of the socicty,
c. A member may transfer his share where:

(i) The member has held such share or int rest 
for at least one year.

(ii) The transfer is made. t»̂  member, and
(iii) The transfer is approved by the Excutive Commi

ttee, and is 'cde y written instrument in such
form as the Excutive Committee prescribe.
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article 8 Liability of Ambers
The liability of the members of the society for meeting 
the deficit in the assets of the society, in the event
of its being woundup shall be Limitted ................
times the subscribed capital.

Artic 1c 9 Withdraw..! or Resignation from Membership
a. No member shall be permitted to withdraw any of his

share on deposit held by him in the society for a
period of one year from the date on which he was 
admitted as a member.
After such period, he may withdraw any of his share 
or deposit or resign his membership provided that 
there are no debts du<“ prom him to the society.

b. When a member wishes to resign his membership he
has to notify the secretary in \/ritins at least 30
in advance of his intention and the resignation 
shall take el'fect from the date on which the resig
nation is accepted by the Excutive Committee.

Article 10 Repayment of shares and other dues
Should a member cease to e eligible for membership, 
the Excutive Committee shall remove his name, from the 
list of members and shall pay back to such me Tiber or 
to the heir or nominated under article 12 or to the 
legal heir the share capital actually paid by him with 
the dividend, declared, if any, together with the amount 
of his deposit plus interest due, if anjr due from him 
to the society.

Article 11 Receipting frk ney
a. foney paid in or paid out on account of shares, de

posits loans, interests, fees, charges, or for any 
reason what so-ever, shall be evidenced by a form
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of receipt or statement of account to be determined 
by the Excutive Committee.

b. Should the receipt, given to a member by the socic ty 
be lost or stolen, immediate notice of such fact 
shall be given to the trasuror, written application 
shall be made for the payment of the amount due the 
member as recorded or said r^ccirt or for t e i.ssa 
ance a duplicate receipt. The Excutive Committee 
may require the filling of an adequate bond to 
indeminify the socicty a; ainst any loss or losses 
resulting from the issuance of a duplicate receipt. 
The Excutive Committee may also require payment to 
the society a reasonable charge to cover the cost 
of issuing the duplicate rcceipt.

Article 12 Nomination of Heir
a. If a member dies, his membership ipso facto ccas'.s-
b. Every member may nomina te any person to succed,

in the event of his death, to his share or interest 
in the society. Such nomination shall he signed 
by the member in the presence of at least two wit
ness s who shall attest it and shall he register'd 
in the books of the society kept for thp purpose.

article 13 Expulsion of a member
If a member deceives the society in any way or if his 
general conduct is such as to render his removal neccss
ary in the interest of the society he shall be given 15 
days written notice to defend himself and if the Goner 1 
Body approves his expulsion hr shall seize to be a 
member.
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Articlc 14 Meetings of the General ->ody
a. The General Body shall consist of the individual 

member of the society.
b. The annual general meeting of th^ society shall be 

convened at le ast oner a year.
c. The Excutive Committee: shall ut any time, call a 

general meeting for the conduct of business.
d. The Excutive Committee shall call a special p. nfral

body meeting within .........  days of the receipt
of a requistion in writing from one fifth or more, 
members.

e. The quorum for a G< neral Meeting shall be one third 
(l/3) of the total number of members.

f. The members shall be served with fifteen (15) ('ays 
notice of the mot ting of the General Body.

g. The President when present shall preside at the 
meetings of the. General ' ody. In In's aVr.ence the 
Vice-President r.hall preside :.t the meeting. Tn 
the absence of both, the General doy elects a 
chairman from the members to preside at the meeting.

h. Every member present at the meeting shall have 
one and only one vote.

i. notice of any Gcner .1 Meeting of the members of
the society shall be given to the members fifteen

= (15) cays efore the d.-te set for the meeting, in
the case of a fircit call and 5 days before the 
date set for the meeting in the case of a second 
subsequent c-ll issued for lu.ck of a quorum in 
response to a prior call•

j. Notice of any gener il meeting shall be caused to
be mndc by the seen tary \ y publication in News
paper of General circulat ior., thr first publication
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being not Less than fifteen (L5) days before the. 
day of the meeting and the sccond publication being 
not Less than five (5) days before the day of the 
meeting. Copies of said notice shaLL be pasted in 
conspicuous places in the office of the society nnd 
at other suitable places at least fifteen (15) days 
proceeding, the date -Of the meeting, 

k. Notices shall contain the name of the society, place 
of meeting and the a, enda thereof.

1. Business may be decided by a simple majority of
votes caste unless otherwise provided by the rules.

Articlc 15 Powers of the General liody
a. The ultimate authority in all matters relating to t k

administration of the society shall le the General lody. 
It shall not, however, interefere with tho actions of 
the Excutive Committee performed in the exercise of 
powers conferred on it by the rule s.
b. The following, among other matters, shall be deaLt 
with by the General ?<ody.
i. The programme of activities for the ensuing year;

ii. The election and removal of the mem! ers of the 
Executive Committre;

iii. The election and removal of the members of the 
Supervisory Committee;

iv. The approval of the annual budget of the incomc 
expenditure;

v. The consideration of the audit and annual reports;
vi. The amendment of ruLcs, and

vii. Disposal of net profit.

a. at least thirty (30) days perior to each annual 
meeting, the Excutive Committee shaLL appoint a 
nominating Committee of at Least three members.

Article 16 Election
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Article

b. The nomination shall be in the followinp manner:-
(1) Nomination for Excutive Committee members.
(2) Nomination for Supervisory Committee mem

bers .
(3) after the nomination of the nominating 

committee has been placed before the 
General ody, the president shall call 
for additional nomination from tho floor,

(4) When nominations are closed, election
officicals shall be appointed by the 
president, Kallots shall be distributed
and the vote shall Vc taken and tallied
by the election officials, and th'1' resul
ts announced.

17 Excutive Committee
a. Subject to such resolution as the General body may,

from time to time, pass, the .tanaj ement of the
affairs of the society shall vest on the Excutive
Committee whose membership shall not exceed seven.

b. Members of the Excutive Committee shall be appoin
ted for a term of 3 years; provided however, th-t 
in making the intial appointments the terms of the 
officers who shall serve for one (1), two (2) and 
three years, respectively, shall be specified, so 
that in each subsequent year the terms of not more, 
than ono third (l/3) of the members then serving 
shall exrire in any one calender year- a  retiring 
member shall be eligible for re-appointment.

c. any member of the Excutive Committee may at any 
time resign from his I'ffice by giving fifteen (13) 
days ne>tice but such resignation shall take off ct
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Art icle

*

Article

only from the date on which it is accepted by the 
Excutive Committee.

d. Any vacancy which occurs in the r’xcuti'>e Committee 
the Supervisory Committee and the Credit Commttoe 
shall be filled in y co-^rtion by the Excutive 
Commi t tee.

e. The majority Excutive Committee 'embers shall cons
titute a quorum.

f. /.II issues before the Excutive Committee shall be 
decided by a majority of votes. In case of a tie 
the presiding officer shall have a cast in,.. vote.

g. In case of urgency where there may not he sufficcnt 
time to convene a meeting of the Excutive Committee, 
the Secretary may obtain the oreers of the Excutive 
Committee by circulation of papers among the members.

18 Disqualification of Membership of the Excut ivt Commit ice
No person shall be eligible for appointment as a member
of the ^xcutivc Committee of the socif ty, if he
a. is paid emnloyee of the society;
b. is in default without sufficient cause to the society 

in respect of any loan or loans taken by him;
c. is interested directly or indirectly in any contract 

made with the society, or in any sale or purchase 
made by the socicty privately or in any action or in 
any contract of the socicty involving financial 
interests, if the contract, transaction, sale or 
purchase is not compfc ted.

19 Powers of the Excutive Committee
The powers of the Excutive Committee shall b e :-
a. To raise funds necessary for the purpose of carrying

out of the function of the society;
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b . To sanction investnent of the funds of the society;

c . To admit members;
d. To allot shares cind to ap; rove transfer of shares;

e • To examine and check the account;
f . To pL.ce before the General ’lody the audit and

other reports;
g. To prepare annual budget anc recommend srvur for the 

approval of the General ‘ody;
h. To appoint regular or ad hoc committee and, if 

necessary, delegate powers of the F.xcutivc Comrnitt 
to them;

i. To frame sub-rules for the conduct of the business 
of the socicty;

j. To appoint or remove cmrlnynrs tho society; 
k. To make sub-rul' s which shall j ovcrn the thod of 

recruitment the conditions of the service and the 
procec;ure tc> be followed in the disposal of disci
plinary measure against them;

1. To do such other acts and transact such other ' usi-
ness as is consistc-nt with the objects of the s - -

ciety or ma y L>e incidental to its ndminstrat i -n.

Article 20 The R^'tK-val of Excutive Committee Kemper
If a member of the Excutive Committee r Supervisory 
Committee or Ji'edit Committ e fails to attend, without 
notice three consecutive meetings or otherwise fail to 
perform any of the duties devolving upon his officey 
his office may le declared vacant by the Fxcutive 
Committ- e and the vacancy shall *e filled. Such step 
be taken after giving the of'icer reasonable net ice :.nd 
opportunity to be beared.

Article 21 President, Vice-i-’resi lent, ciecret̂ -.ry nd .treasure
a. The president shall be elected by the General 'ndy.
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He can sue and be sue-d on tv. ha If of the socicty. 
lie shall preside at all meetings of the Excutive 

- Committee and the Gone al "ody in addition to these 
he shall have a general control over all the affa
irs of the society.

b. The ice-i'rc sident shall be elected by the ( eneral 
^.ody. :Iis iii.-in task shall be to assist the Pre si
dent and in his absence he. shall assume the. pov< rs 
and duties of the. Pr sidcnt.

c. The Secretary shall be elected by the. General Body. 
His main c'uties are to keep record of the minutes
of meetings and to be responsible for the adminstr .- 
tion of the society.

d. The treasurer shall be elected by the General ody. 
He shall be responsible for the custody of the cash 
and property of the society.

Articlc 22 Supervisory Committee
a. The General :'ody of the society shall eloct among 

its member a supervisory commit tee consisting of 
three mem' crs who shall serve for a period of three 
(3) years.

b. The Supervisory Committee members shall choose, 
from amon{„ themselves a chairman and a seer tary.
The Secretary shall prepare and have custe^dy of 
comple te, records of all actions taken by it. The 
offices of the chairman and the secretary may be 
held by the same person.
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Article

c. The Supervisory Committee shall make or cause
to be made, at least quarterly, an examination of 
the socicty including an examination of all ' coles 
and accounts. It shall v< rify all cash and pro
perties belonging to the society. The committee 
shall have access, at all times, to the ooks, 
accounts documents and other property of the society

d. The Supervisory shall from time to time and not
less frequently than once every two years, cause
the pass' ooks and accounts of all members to be 
verified with the records of the treasurer.

23 Credit Committee
a. The Credit ''Jommittee shall consist of three (3)

members appointed by the E-scut ive Committee fro”'
among its members and shall serve for a period of 
two years. A member who has completed his term of 
service can be eligible for re-appointment.

b. The Jredit Committee member shall choose from
among themselves a chairman and a secretary. The
Secretary shall prepare and have custody of a
complete records of all action taken by the Comm
ittee and has the power to accept loan application 
and to pl.ee them before the Credit Committee.
The posts of the chairman and the Secretary c n
be filled by one person.

c. The Credit Committee shall hold meetings as the
business of the society may requires, and not less
frequently than one' every................ Notice
of such meetings shall te fiven to members of the
Jommittcc in such manner as the Jommittee mem crs
from time to time prescribe.
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Article

d. The Credit Committee shall have authority, as 
provided under article 23, to grant, to denny or to 
grant in part or in whole any loan. The Jrrdit 
Committee shall inquire carefully into tho character 
and financial condition of cach applicant for a 
loan.and his securities, i1' any, to ascertain his
a: ility to rc pay fully and promptly the oblv ations 
incurred y him and to determine v;hcther the l^an 
sought is for a provident or productive purpose 
ant1 will I.e. of probable benifit to the borrower.
The Credit committee shall endeavour dcligently 
to assist applicants in solving their financail 
proclems.

e. A maj rity of the. .r> dit Jommittee shall constitute
a quorum and a loan application may be granted in
whole or in part only by a majority vote of the mem
bers .

f. The decision of the Credit Committ e shall “e 'inal 
unle ss over ruled I y a r snluti<~non« <aapreal to the 
Excutive Committee or by the I-an applicant. Provi
ded, however, no decision of the jrcdit Committee 
approving a Loan shall } e over ruled a'-ter the loan 
has bv en made unless such loan was procured by 
fraud, mispressntation, or other illegal means.

24 Loans:
a. Except as otherwise provided in this ruLcs, Loans 

shall be restricted to members of the society 'or 
productive or provident purposes, :nd any loan made 
to a member will become due and payable in full 
upon his ceasing to be a member. **ny member may 
apply for a loan n the form furnished by the soci
ety ; provided , however:



(L) He h^s been a member of the Society for at Lc .l- 
st three (3) months;

(2) Hr has deposited in tho Society an amount e.u-
al to at least five p rcent of his monthly in
come for every month he has been a member;

(3) His balance sh;ws at least fifteen percent of
single month's income at the time of the loan 

request;
Provider.', however, that any of the provisions of this
Article 24 may be waived in exce ption.il circurast. ncc s
by a unanimous v<>te of the Credit wommittec.
b. a  member of the Excutive Committee may not borrow 

from the Society any sum in excess of his savings 
account with the Society unless his application
is ap roved by the Credit Committee and othe r thre 
(3) officers of the society.

c. No loan shall be granted to any member For a t£ rm 
longer than one (1) year.

d. iJo loan shall be granted to any men er if it exceeds 
the amount on deposit in his savin; s account by 
more than his anticipated i n c o m e  for the next three
(3) months, unless it is approved unanimously by 
the Credit Committee.

e. Each borrower shalL agree in writing tc' plec.'ge his 
savings account with the Society as security for 
his loan and if required by the Jrcdit Committee 
shall furnish in addition thereto a guarantor and 
marketable collateral in such form and in such 
amount as recjuircd oy the Crrdit Committee.

f. Loans made by the Society shall bear a maximum 
interest rate of one pc-crnt (l^/0)a month ^n the 
unpaid rrincipal and shall c collected at each 
installment.



Article

article

Article

14.

25 Appropriation of iaymcnts From Members
When a member from whom money is due- pays any sum, it
shall be appropriated in the following nriorty order:
(1) To fees, and other miser 11a neous char os due 

from him;
(2) To interest;
(3) To principal.

26 oaving accounts
a. any pers. n, after being accepted as a mem er in the

socic ty, may open savings account with the society
by depositing at least ..............................

b. After the intiale deposit, the society shall accept
additional deposits of a minimum of ...............
..........................  on presentation of the pass
book.

c. Funr s may be withdrawn fr<~>m a saving account only 
in person, withdrawals shall be made only on pre
sentation of a passbook and excution of the society’s 
withdrawal Form.

d. The records of thr society shall be conculucive
as to the account of the member in the society.

e. The society shall have a lien on the deposit of
any member and upon the interest or dividend pay
able. to him to the extent of any obligat'on due to 
the society by him.

f. The society shall pay interest on (deposit at the
rate of .......................  percent per annum.

2 7 Disposal of Net iVofit
a. The society shall out of its net profit in any 

year:-
i. Transfer an amount not being less than 25 ^/0 

of such profit to the reserve fund, until it



Article

Aticle

Articlo

equals the paid up share capital;
ii. Pay divendend to members on their paid up share 

capital at a rate not exceding ton percent . ..
10 *̂/0 per annum;

iii. Transfer an amount not less than 5 /0 of such
profit to Education Fund;

iv. Pay bonus to members in proportion to the total 
dealings made ' y each during the year with 
the society.

b. -»fter the payents specified under \rticle 27 (a) 
are made the balance of the net profits, if any? 
may be. disposed off in the manner as may be dccid d. 
by the. General riody.

28 Losses When Written Off
If any sum belonging to the society is either stolen or
otherwise lost and f und irrecoverable, or if 
^nyloan due to the society is found oth*. rwise irrecover
able , either wholly or in part , it shall ie open to the 
General A ody to write off such amount after obtaining 
the sanction of the Registrar.

29 Financial Year of the Society
The financial year ?f the society shall be the period 
f r o m  Hamle 1st te Sene 30th.

30 Invest nents and Deposits
a. Where ever banking facilities are available a see-- 

ciety cxcept the petty cash fund established ny the
Excutive Committee shall deposit its funds includ
ing its reserve fund, in a bank.

b. All disbursements of funds of the society shall be. 
made by checks. The check shall be signed by the 
President and Treasurer or by a signatory duly auSr-

thrized by the Excutive Committee.

15.
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art icLe

article

c. A society may invest its funds, including its rese
rve fund only in the following
(1) shares or securities of any other society; and
(2) Government securities fully guaranteed as to 

principal and interest.
(3) loan to Co-operative Societies formed Under the 

Co-operative societies Proclamation of 1966.

31 G e m  ral
a. All power, authority, duties and functions of the 

members, Executive Committee members, officers and 
employees of the Society, pursuant to the provisions 
of these rules, shall be exercised in strict con

formity with the. provisions of applicable law and
applicable regulations, and of the ^ulos rtf the 
Society.

b. The officers, Executive Committee Members, members
of committee, and emtloyees of the Socicty shall hold 
in strictest confidence ail transactions of the’ ' 1 ’ r , . • * t  ̂1 . rsociety its members and all information'respecting their personnalaffairs, except to the extent deemed ne.eesc -ry
by the Excutive Committee in connection with the
making of loans and the collection thereof.

c. Notwithstanding any other provisi ns in these 
^ulcs any Excutive Committee Member, officer, .r 
employee or the •jociety may be removed from office 
by the affirmative vote of simple majority of the 
members pres nt at a regular or at a special meet
ing called for the purpose, but only after an 
opportunity has been piven him to be hcared.

32 Interpretation of .\ulcs:-
Should any daubt arise as to interpretation of the law, 
regulation or the rules, the decision of the Registrar 
shall be. final.



Article 33 Amendment of ^.ules:-
a. Thfese rule and any other rule framed by the General

Body can he amended if 2/3 if the. total membership 
votes for the a,T>end’nr nt.

b. Two copies of such amendment shall be Forwarded to 
the Registrar within fifteen (15) days from the 
date of the meeting at ,/hich the amendment was 
approved.

17 .



Article 2 address ...... ..........
Article 1 Home of the socicty i

article 3 Ared. of Operation
The society’s area of operation shall be confined to
■ .................

Articlc k 3ranch
In or^er to excute its activities efficiently the Loci.' tv 
can open branches within its area of operation.

Article 5 Objects
The objects of the society shall b e : -
1. To promote dairying on proper and scientific lines

by assisting members to produce hygienic milk;
2. To undertake the na?'''.eting of milk and milk pro^uctr;
3. To arrange for the manufacture of mi'lb products;
4. To arrange for nodical aid to animals ^elonping to

the society and the members;
5. To arrange, with expert advice, for improvin tlv 

breed of milch cattle owned ty the meml ers and the 
society;

6. To provide facilities for the [reservation of nilk 
and its products;

7. To arrange for the purchase of cattle feed for the 
supply to the members of the society for their milk 
cattle ;

8. To grant loans to members for purposes of buying • nd 
maintaing milch cattle;

9. To dissiminatc knowledge in dairying;
10. To encourage thrift, self-heir and. co-operation and

to promote the economic interest of the members;
11. To undertake such other activities as are conducive

and incidental to the objects of the society.



2 .

Article &

t\v t i c le 7

a. ^ny person above the a; e of 18, who ia competent to 
contract on the basis of the Civil Code of 1960, 
owns milch cattle and produces ~:iLk or T:ilk products 
and resides within the area of operation of the so
cicty shall be eLigible for admission at, a member.

b. Any member of the Society shall cease to be such if 
he changes his residence from the area of operation 
of the society.

c. Ke rchants and othc - people who have business 
dealings with the society may also be. admited as i- 
ber^ such members shall have no right to vote or to 
participate in the nnanagement of the societ/ and 
shall have no share in the dividend or I onus dis
tributed by the society.

d. No person shall be eligible for admission as a m ru
ber of the socie ty if he has been sentenced for an
offence involving moral turpitude hut after the

ifcomple tion of the prison terasthe p-rson shows a 
marked improvement in character he could be accc- 
pted as a member.

ActjliQat iQQ_f Q£_ -̂203’LCE£hi2

a. Application for admission as members shall be made
in the ■ orm Laid down by the socicty for this purpose

b. Every such application shall be disposed off py the
Excutive Committee who shall have power to grant
admission or to refuse. The r asons for refusal of 
admission shall be conv >unicat<‘d in writing to the 
apt Licant.

c. The society can not accept as a member any person 
during the fifteen days prior to the General Sody 
Meeting.

nullification for membership



Article

/it 'Icle

Ar t i c le

A r t i c l c

a. ,/hen a member wishes to resign his man re* ship he 
has to notify the secretary in writing at least 30 
days in advance of his intention and the resigna
tion shall take effect from the d..te on which the 
resignation is accepted by the Excutive Committee.

b. No member shall be permitted to withdraw any cf the
shares held by him in the socicty with in one year
from date on which he was admitted as •.i member.

9 kx£ulsion_of _a_mf_mber

If a member deceives the society in any way or if his 
general conduct is such as to render his removal nece
ssary in the interest o*" thr society he shall be n
15 days written noticr to defend himself and if the
General Body approves his expulsion he shall seize to
be a member„

10 ^4eistratiQD_llg£

a. Every member shall nay an entrance fee of $ .........
b. The amount of money which is paid on the l-asis of

this article 10 (a) shall not Le re-imburscd to
the member.

11 vaDit^I

a. The capital of the society shall be made up of......
..................  shares of $ ................ each

b. Each member shall be required to >uy at least onr 
sha r e .

c. No member shall hold more than ^ o< the total paid
up share capital of the socicty.

3 »

8 Withdrawal or fli signation from Membership



Art icle

Art iclc

t iclc

article

12 _Liability_of_Members

The liability of the members of the society for mering 
the deficit in the assets of the society, in the event
of its being v/oundup shall be limitted.................
times the subscribed capital.

13 ir

a. If a member dies, his membership shall ipso facto 
cease.

b» Every member may nominate any person to succeed, in 
the event of his death, to his share or interest in 
the society. Such nomination shall be signed I y the 
member in the pre se nce of at k ast two witnesses ./ho 
shall attest it, and shall be registered in the Lock 
of the socir ty kept for the purpose'*

14 -SbiiES -_^pd_Q£byc_Du£§l-

Should a member cease to be eligible for membership the. 
society shall pay back to such member or the heir nomi
nated under article 13 or legal heir the share capital 
actually paid by him with the. dividend declared if any, 
after deduction therefrom the money, if any, due from 
him to the socicty.

15 Meet iags_ef _th£_QiDti:^l_UQdy

a. The Ceneral >ody shall consist of the individual 
me mbe r s of t he s o c ie t y .

b. The annual general meeting of the society shall b*. 
convened at least once a year.

c. The Fxcutive Committee shall at any time, call a 
general meeting for the conduct of business.

d. The Excutive Committee shall call a special General

4*



Article 16

5.

Body meeting within thirty days of the receipt of 
requistion in writing from one fifth or more members

e. The. quorum for a ren'ral meeting shall one. third
(^) of the total number of members

f. The members shall be served with fifteen days notice
of the meeting of the General ^ody.

g. The President when present shall preside at the 
meetings of the General '<ody. In his a so nee the 
Vice-President shall preside at the meeting. In the 
absence of both, the General ^ody elects a chairman 
from the members to preside at the meeting.

h. Every member present at the meeting shall have one 
and only one vote.

LQWLCa_C__tb£_Q£iCC|l_aQdg_

a. The. ultimate authority in all matters relating to
the administration of the society shall b' the
General Body. It shall ne't, however, interfere with 
the actions of the Excutive Goi nittec: perfumed in 
the exercise c>f powers conferred on it y the rul a .

b. The following, among other matters, shall be d. alt
with by the General Body.
i. The programme of activities for the ensuing 

year;
ii. The election and removal of the m^mLers of the 

Fxeutive Committee';
iii. The election and removal of the members of the 

Supervisory Committee;
. iv. The approval of the annual budget of the income 

and expenditure;
v. The consideration of th-- audit and annual report

vi. The amendment or r>>les, and
vii. Disposal of net profit.
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Article

a. Subject to sucn resolution as the General .'ody 
may, from time to time, pass, the management of tie 
affairs of the society shall vest on the Excutive 
Committee whose membership shall not exceed seven.

b. Members of the Excutive Jommittee shall be appointed
for a term of 3 years; provided however, that in 
making the intial appointments th" terms of the 
officers who shall serve for one (I) two (2) and 
three years, respectively, shall be specified, so 
that in each subsequent year the terms of not more 
than one third of the m mbers th^n serving shall
expire in <-:ny one calender year. retiring members 
shall be eligible for re-appointment.

c. Any member of the Excutive Committee may at any ti-c 
resign from his office by giving fifteen days notice 
but such resignation shall take cffcct only from 
the date on which it is accepted y the Excutive 
Commit tf-e.

d. If any member of the Excutive Committee resigns 
his office before the expiry of his term of 
service, the. vacancy shall be billed in by co-op
tion by the Excutive Committee.

e.. Four of the Excutive Committee ^embers shall consti
tute a quorum.

f. All issues before the Excutive Committee shall be 
decided by a majority of votes. J-n case of a tie 
the presiding officer shall have a casting vote.

g. -*-n case of urgency where there may n 't >. e sufficent 
time to convenc a meeting of the '-'xcutive Committee, 
the secretary may obtain the orders of the Excuti\v. 
Committee by circulation of papers among the men!: rs

17 Excutiy£_2Qmfflitt|:§
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Article

Article

18 2iâ usli£ica£iQQ=Qf_̂ £abLc§biD_Qf_tU£_ExcutiYt_QQmfflittcu
Mo pers-on shall be eligible for appointment as a
member of the Excutive Committee of the society, if In
a. is a paid employee of the socicty;
b. is in default without sufficient cause to t’ie society

in respect of any loan or loans taken by him;
c. is interested directly or indir ctly in any contract

made, with the society, or in any sale or purchase
me de by the society orivately or in any action or in 
any contract of the society involving financial in
terests, if the contract, transaction, sale or pur
chase is not completed.

19 Powers of the ICxcutivc. Committee
The powers of the. Excutive Committee shall b e :-
a. To raise funds necessary for th/purpose of carrying 

out of the function of the society;
b. To sanction investment of the funds of the society;
c. To admit members;
d. To aLLot shares and to approve transfer of shares;
c. To examine and check the account;
f. To pl .ee before the General ^ody the audit and

other reports;
£. To pr^rare annual J^udpet and recommend Ramf- for the 

approval of the General Body;
h. lo appoint regular or ar hoc committors and, if 

necessary, delegate powers of the Excutive Commit tes
te. them;

i. To appoint or remove empLoye.es of the society;
j. To ( rant loans and advances to members for the pur

chase of milk cattle on such to.rms and conditions 
as it may determine from time to time.
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Art iclc

k. To arrange for the testing of scales weighte and 
measures used in the socicty at regular intervals;

I, To appoint or remove employees of the society;
m. To make sub-rule's which shall govern the method of 

recruitment the conditionsof the service and the 
nr ceduer to be followed in tho disposal of discip
linary measure against them;

n. To do such other acts and tranact such other
business as is consistent with the objects of the 
society or may he incidental to its administration.

a. The president shall be elected b y the Gene ral Body 
He can , sue and be sued on behalf of the society.
He shall preside at all meetings of the Excutive 
Committee and the General Body in addition to these 
he shall have a general control over all the aff
airs of the socicty.

b. The Vice-President shall .e elected ! y the General 
Body. His main task shall He to assist the Presi
dent nnd in his absence he shall assume the power 
and duties of the President.

c. The secretary shaLL be elected by the General ^ody. 
His a in duties ..re to k.: e p rcrord of t’ie minutes 
of nettings and to be res'onsihLe '"or the adminis
tration of the socicty.

d. The treasurer shall be elected by the. General r;ody. 
He sliaLL be responsible for tlx custody of the cash 
and prop< rty of the society.
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Art icle

Articlc

articlc

article

The General Tody of the society shall elect annuall” 
a Supervisory Committee consistirg of three members 
whose duty wilL be to examine all 'ooks of account 
and to verify cash and other properties belonging 
to the society for w ich p r> ose the Committee will

&have access at any time to all the documents*property 
of the socicty. The: Coramittc e saall submit annually 
a report to the General ^ody on the financial position 
*̂nd activities of the socicty.

22 QLL'!-:£its_^ad_3orcowin^s

a. The Excutive Committee, to encourage the members to 
develop the habit of thrift and saving, may provide 
deposit facilities;

2b. in accordance with the decision of ^ of the members 
present at a General ''ody meet inf the society may 
borrow funds for the promotion of its activities.

All applications for loans shall be made to the secre
tary in the form, if anyif specified for the purpose, 
who shall place them before the Excutive Committee 
with his remarks, if any, decision on applications shall 
be taken by the ^xcutive Committee.

2k £QC§£DS_Eligibl£_£Qr_LQSD

Loans, except those on the security of deposits, shall 
be given to members. Loans on the security of deposit 
may be given both to members and to persons oth(:r than 
members. No 'e.rs^n can claim a loan as a matter of 
right.

21



10.

ArticLe

.rt.rt icel

Article

Article

25

The period of loans ahll be from .......... to ........
provided, that the Excutive Committee shall have the 
power to extend the period of the loan repayment for..
.....* months when it has reason to believe that the
creditor is unable to pay the loan because of force- 
majeure .

26 lDtC.CS§£_QD_LQaoa

a. The maximum interest on loans charged by the society 
to its members shall nut be more than 12 U/o per 
annum but the actual rate of interest shall be de
cided upon- from time to time, by the General :ody 
of the society.

b. A member who has not fully repaid a loan, within 
the period specified under article 25, shall be 
charged ............. interest on the amount out
standing from the due date of the loan to the 
date or recovery.

27 i 2£ i QD_ QDr. vQ=• n S _§n d _ 1 D5ur§ P C£

a. From the loan sanctioned to a member, the dues, 
if any, by the member to the society, shall be 
deducted and the balance shall be advanced to him.

b. Loans may be advanced to members either on the sec
urity of a guarantor or against collateral.

28 ^isaBgIic§£iQD_qf_Lo§D§

Should the Excutive Cotnmittec lie of opinion that a loan 
granted by the society has been misapplied by a member, 
it shall at once recall the loan and take steps to re
cover from him *-he amount of the lo^n together with 
interest thereon without waiting for the expiry of the 
period for which it was granted.
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When a loan is so recalled under rule 2 b , the Excutivc 
Committee shall inform the borrower of the fact and 
of the amount, outstanding against him including inter
est upto the date of recall of the loan. On the total 
amouritso found due, the borrower shall be charged f i f 
teen percent (l5lVo) interest from the date of recalling 
the loan to the date of recovery nd steps shall be 
taken without delay to recover the amount.

Article 30 LQau_tQ_^£_c£QaLLad_QD_iD|.Liii,aility_Qf _D£C|q q s _£q

r e m a i n _mr_TTi b •_ r 2

If a member becomes ineligible, for membership at any 
time and his name has on th.iit account to be removed 
from the list of members or should a member be expcllc d

under article 8, the loan, if any, due from the member 
concerned, shall at once i>e recalled with out reference 
to the t-rm for which the loan has been granted and 
action shall be taken to recover from the borrower the 
amount outstanding against him including interest 
up to the date of recalling the laon. Interest shall
be charged at ....... . on the amount so
found outstanding from the date of recalling the loan 
to the date of recovery.

Article 31 A£DCQBciatiQD_Q£_BaymeQt§_EcQ'2_̂ £'at!e'C£

When a member from whan money is due nays any sun, it 
shall be appropriated in the following priority order:-
a. To fees, and other miscellaneous char, cs due from 

him;
b. To interest;
c. To principal;

article 29 P§Ml^SaDc£iDna_9D_S£callsd_.yQGua
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Article

Article

Art icle

t icle

3 2  S Q c i ^ t y I a _ Q b a r g t _ Q D _ L ' £ ® b c c _ ^ b s c £ a _ L L g ±

The society shall have a charge upon the "-a id-up share 
capital, deposit of any other money to the credit of a 
member in respect of any sum due to the society from 
such member.

33 LQSSlS £_

If any sum belonging to the socicty is cither stolen 
or otherwise lost and found irrecoverable, or if any 
loan due to the society is found otherwise irrecoverable 
cither whooly or in port, it shall be open to the Gen
eral Jody to write off such amount after obtaining the 

sanction of the Registrar.

34 £2i===i^5==9==§==-====-i======-=ii========^§=

a. The Excutive Committee shall arrange to collect milk 
and milk products in a dairy room in which milk or 
milk products tray hr strained and chilled or cooled.

b. Every member shall be supplied with a pass book in 
which shall be recorded the details regarding the 
milk and milk products brought ry him to the socicty 
for sale. He shall be ppaid ’ for the milk and milk 
products seild by him through thr society at the end 
of every week.

3 5  D i a E Q S ^ I _ Q £ _ n G t _ g c y £ i t .

a. The society shill out of its net profit in any 
year: -
i. Transfer an amount not being less than 25^/0 

of such profits to the reserve fund, until it 
equals the paid up share capital;

ii. Pay dividend to nr ers on their Da id up share 
capital at' a rate not exceeding' ten percent- ; ! ,• 
(lo°/°..per annum;



article

article

Article

iii. Transfer an amount not less tuan 5 ^/0 of such 
profit to Education Fund;

iv. Pay bonus to members in proportion to the total 
dealings made by each during the year with the 
society.

b. After the ray^ents snecified under article 37(a) 
are made the balance of the net profits, if any, 
may be disposed off in the manner <̂ s nay be deci
ded by the Gene ral Body.

The Financail year of the socic ty shall be the period 
from Hamle 1st to > n e  30th.

37 iDtCCLC'itatiQD.Qt.luIgl

Should any c'cubt arise as to interpretation of the Lav;, 
Regulation or the lules, the decision of the Regis trar 
shall be final.

a. This rule and any other rule rramed by the. General
2Body can be amended if -j of the total m^mb^rshi p 

votes for the amendment.
b. Two copies of such amendment shall be forwarded to 

the Registrar within fifteen (15) days from the 
date of the meeting at which the amendment was 
approved.

13.
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article 1 Marne of Societv
Article 2 Address
Article 3 Area of Operation

The Society's area of operation shall be confined to

Article U Branch
In order to cxcutc its activities efficiently the S o c i 
ety can open branches within its area of operation.

Article 5 Objects
The objects of the society shall be:-
1. To arrange for purchase and sale to its members

at reasonable rates all articles of consurti^n,
other domestic reiiuir'Tients and necessaties of lifo,

2. To encourage the spirit and practice of thrift 
mutual !.elp uni self help.

3. To do such other things, subject to the approval
of the Registrar, as may be calculated to further
uny of these objects.

Article 6 Qualification for Membership
a. ^ny person above the age of L8, who is competent 

to contract on the basis of the Civil Code of I960 
and resides within the area of operation of the 
society shall be eligible for addmission as a '".em
ber .

b. Any member of the society shall ceas- to be such if 
he changes his r^sidenc*- from the arra of operation 
of the socicty.

c. Merchants and other people who have business dealinsr 
with the socicty may also be admitted as members such 
members shall have no ri ht to vote or to participate
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Article 7

Article 8

in the management of the society and shall have no 
share in the dividend or bonus distributed by the 
society.

d. No person shall be eligible for admission as a mem
ber of the society if he has been sentenced an
offence involving moral turpitude but, aft<=r the 
completion of the frison term, if thr person shows 
a marked improvement in character he could be accet- 
ed as a member.

application for membership
a. Application for admission as member shall be made 

in the form laid down by the socicty for this pur
pose .

b. Every such aprlication shall be disposed off by the 
Fxcutivc Committee who shall have power to grant 
admission or to refuse. The reasons for refusal of 
admission shall be communicated in writ ing to the 
applicant.

c. Society can not accept as a member anv person during 
the fifteen days rri'-r to the General Body Meeting.

Withdrawal cr resignation from membership
a . When a member wishes to resign his membership he has 

to notify the secretary in writing at least 30 days 
in advances of his intention and the resignation sh
all take effect from the date on which the resigna
tion in accepted by the Excutive Committee.

b- No tn< rnber shall be permitted to withdraw any of the 
shares held 5y him in the society within one year 
from the date on which he was admitted as a member.
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Article

Article

article

Article

Articlc

9 Expulsion oC a member
If a member deceives the society in any way or if his 
general conduct is such as to render his removal nece
ssary in the int rests of the society he shall be given
15 days written notice to dc fend himself and if thr 
Genv_riil Body approves his e xpulsion he shall ct ase to 
be a member.

10 R.cgistr**3Hwn Fee
a. Every member shall pay an entrance fee of $ ........
b. The i.mount of money which is paid on the basis of 

this article 10 (a) shall not be reimbursed to the 
member.

11 Capital
a. The capital of the society shall be made up of....

........ shares of $ .................... each.
b. Each member shall be required to Huy at least one

rt .
c. Mo ■'ember shall hold more than of total paid u; 

~ba-e capital of the s ocicty.

12 Liability of members
The liability of the members of the society for me ting 
the deficit in the assets of the society, in the event
of its being woundup, shall be limittcd to ...........°
times the subscribed capital.

13 i^omin-Acion of Heir
a. If a member dies, hismembership shall ipso facto

op ase.
b. SVery member may nominate any person to succeed,

in the event of his d^ath, to his share or interest 
in the society. Such nomination shall 1*e signed



by the member in the presence of at Least two wit
nesses who shall attest it, and shall be registered 
in the books of the society kept for the. purpose.

Article 14 Repayment of shares and other c’ues:-
Should a member cease to be eligible for rr mbership 
the society shall >.:a y back to such member or the 
heir nominated under article 13 or 1c al heir the 
share capital actually paid by him with the dividend 
declared if any, after deducting therefrom the money, 
if any, due from him to the society.

article 15 Meetings of the General Liody
a. The general body shall consist of the individual 

members of the society.
b. The ann.ial general meeting of the society shall be 

convened at least once a year-
c. The Excutive Committee shall at any time, call a 

general meeting for the. conduct of business.
d. The Excutive Committee shall call a special general 

meeting within thirty days of the receipt of a rc- 
quistion in writin; from one fifth or more members.

e. The quorum for a general meeting shall >-e one third
(rj-) of the total number of members.

f. The members shall be served with fifteen days notice
of the meeting of the General Hody.

g. The President when present shall preside at the 
meetings of the General 3ody. In his a sence the 
Vice-President shall preside at the meeting. In 
the absence of both, the General ;ody shall choose

/
a chairman f rom the members to preside at the meet
ing.

h. Every member present at the meeting shall have one 
and only one vote.

4.
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a. The ultimate authority in all matters relating to 
the administration of the society shall be the 
general body. It shall not, however, interfere with 
the actions of the Excutive Committee performed in 
the exercise of powers conferred on it Ly the rules.

b. The following, among other matters, shall be d̂  alt 
with by the general body.
i. The programme of activities for thp ensuing 

year;
ii. The election and removal of the members of the 

Excutive Committee;
iii. The election and removal of the members of the 

Supervisory Committee;
iv. The approval of the annual budget of the income 

and expenditure;
v. The consideration of the audit and annual re

port ;
vi. The amendment of rules; and.

vii. Disposal of net profit.

article 17 Excutive Committee
a. Subject to such resolution as the general body may, 

from time to time', pass, the management of the aff
airs of the society shall vest in the Excutive Com
mittee whose membership shalL not exceed seven.

b. Members of the Excutive Committee shall be appointed 
for a term of 3 years; provided however, that in mak
ing the initial appointments the terms of the Offi
cers who shall serve for one (1), two and three yea
rs, respectively, shall be specified, so that in 
each subsequent year the terms of not more t ian one

Article 16 Powers of the General Body
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Article

third (?j) of the members then serving shall expire 
in any one calender year.
a  retiring members shall be eligible for re-appoint
ment .

c. Any member of the Excutive Committee may at any tine 
resign from hisoffice Ky giving fif tern days notice, 
but such resignation shall take e t'ect only from
the date on which it is accepted by the Excutive 

Committee.
d. If any memoer of the Excutive Committee resigns his 

office before the expiry of his term of service, the 
vacancy shall be filled by co-option by the Excutive 

Committee.
e. Five of the Excutive Committee members shall cons

titute a quorum.
f. All issues before the. Excutive Committee shall be 

decide by a majority of votes. In case of a tie 
the presiding officer shall have a casting vote.

g. In case of urgency where th^re r*ay not ve sufficient 
time to convene a meeting of the Excutive Committee? 
the secretary may obtain the orders of the Excutive 
Committee by circulation of papers anong the numbers*

18 Disqualification of membership of the Excutive Committee
No person shall be eligible for appointment as a member
of the Excutive Committee ot the society, if he
a. is a paid employee of the society;
b. is in default without sufficient cause to the soci

ety; in respect of any loan or loans taken by him;
c f is interested directly or indirectly in any contract 

made with the society, or in any sale or purchase 
made by the society privately or in any action or in 
any contract of the socicty involving financial



interests, if the contract, transaction, sale or 
purchase is not completed.,

Article 19 Powers of the Rxcutive Committee
The powers of the Fxcutive Committee shall b e : -
a. To order goods required by the socicty;
b. To raise funr!s neccssary for the purpose of carrying

out of the functions of the society;
c. To sanction investment of the funds of the socicty;
d. To admit members;
c. To allot shares and to approve transfer of shares
f. To examine and check the accounts;
g. To place before the general body the audit and

other reports;
h. To prepare annudL budget and rc commend same for 

the approval of the General Body;
i. To appoint regular or ad hoc committee and, if 

necessary, deb ^ate powers of the Excutive Commi
ttee to them;

j. To frame sub-rules for the conduct of the business 
of the society;

k* To appoint or remove employees of the socicty;
1. To make sub-rules which shall govern the method of 

recruitment, the conditions of employment by the 
society and the procedures to be followed in the 
disposal of disciplinary charges against them.

Ar t i c le 20 President, Vice-Presidcnt , occratary a nd Tr» asure
a. The President shall be elected by the General Body-

He can sui &nd be sued on behalf of the society.
He shall preside at all meetings of the Excutive 
Committee and the Genr il ody; in addition to thcSv
powers he shal have a general concrol over all the
affairs of the societyo

7 -
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b. The Vice-President shall be elected by the General 
assembly. His main task shall be to assist the 
President and in the a?sence of the President he 
shall assume the powers and duties of the President -

c. The secretary shall be elccted by the General Jody-
His main duties are to keep a record of the minutes
of meetings and to be responsible for the administ
ration of the society.

d. The treasurer shall be elected by the General Assem
bly. He shall be r-. sponsible for the custody of the
cash and property of the society.

article 21 The. Supervisory Committee
The general body of the society shall elect annually 
a supervisory committee consisting of three members 
whose duty will be to examine all Ibooks of ascount 
and to verify cash and other properties belonging to 
the society for which purpose the Committee will h-.we 
access at any time to all the docun.ents and property 
of the society. The Committee shall submit annually a 
report to the general body on the financi.il position 
and activities of the society.

article 22 Deposits and Borrowings
a. The Excutive Committee, to encourage the members to 

develop the habit of thrift and saving, shall provide 
deposit facilities.

2b. In accordance with the decision of ^ of the. members 
present at a General nody mectinj? the society nay 
borrow Funds for th^ rr^otion of its activities.

Article 23 Authority to Sanction Loans
all applications for loans shall be made to the secre
tary in the form, if any, specified for the turoose, who
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a r t i c l e

article

articlc

. - r t i c l e

shall place them before the Excutive Committee with 
his remarks, if any, decisions on applications shall 
be taken by the Excutive Committee.

2k Persons eligible for loans
Loans, except those on the security of deposits, shall 
only be five to members. Loans on the security of de
posit may be given both to members and to persons o t V r  
than members, No person can claim a loan as a matter 
of right.

25 Period of Loans
The period of loan shall be from ...............  to.,.,.
.............. provid d, tha t the Excutive Committee
shall have the power to extend the period of the loan
repayment for ......... ..........months when it has
reason to believe that the debtor is unable to pay 
the loan l.ccause of force majeure.

26 Interest on Loans
a. The maximum interest on loans ch~.rged by the society 

to its mem' ers shall not be more than 12^/0 P°f 
annum but the actual rate of interest shall be 
decided upon from ti^e to time, by the General
I3ody of the society

b, a member who has not fully repaid a loan, within 
the period specified under -article 25, shall be
charged ............................  interest on the
amount outstanding from the due date of the loan 
to the date of recovery.

27 Restriction on loans and insurance
a. From the l>ans sanctioned to a member, the dues 

if any owing by the member to the society, shall 
be deducted and the balance shall be advanced to 
him.
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b. It shaLL oc competent for the Excutive Committee 
to require a borrower at any time before the due 
date, to repay a portion of the Loan advanced, or 
to pLedge additional produce with the cocicty for 
the Loan outstanding with in the time fixed, if 
in their opinion these is a fall, or likly to be 
a fall, in the . arkct value of the produce, pledged 
and that the security is Likely to prove inadequate 
for the loan.

Article 2? Misapplication of loans
Should the r,’xcutivp Committee be ef opinion that a loan 
granted iy t.ie society has ;>een misap lied ■ y a member, 
it shall at once recall the loan ant' take steps to re
cover from him the a iount of tho Loan together with 
interest thereon without waiting for the expiry of the 
period for v/hich it was granted.

Article 29 PenaL oancti'ns on i<e called Loans
Jhen the Loan is so recalled under rule 2C, the Excutive
Committee shall inform the borrower of the fact and of 
the amount, outstanding against him i eliding interest 
upto the date of rccaLL of the. Loan. n̂ the total 
amount, so found due, the borrower shall be chnged 
fifteen percent interest ' rom the date of recalling 
the Loan to the dale or recover/ and steps shall be 
taken without delay to recover the a/'cunt.

Article 30 uoan to be recallid on inelif;ibiiity of Persons to
Icmain lumber.
If a member becomes ineligible for membership at any 
time and his name has on that account to be removed 
from the List of members or sho ild a member ne expelled

I
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Article

Article

Artiele

Article

under article 8, the loan, if an', due from the’ member 
concerned, shall at once ’ c recalled with out reference 
to the term for which the loan has been granted, and 
action shall be taken to recover from the borrower the 
amount outstanding against him including interest up 
to the date of recalling the loan. Interest shall be
charged at ..........  percent on the anount so found
outstanding from the date of recalling the loan to the 

date of recovery.

31 Appropriation of Payment From Members
When a member from whom money is due pays any sum, it 
shall be appropriated in the following priority order
a. To fe<~s, and other miscellaneous charges due from 

him;
b. To interest;
c. To principal

32 Society's Charge on Member shares etc.
The society shall have a charge upon the paid-up share 
capital, deposit of any other money to the credit of a 
member in respect of any sum due to the society from 
such member.

33 Losses When Written Off
If any sum belonging to the socicty is cither stolen or- 

otherwise lost and found irrecoverable, of if any loan 
due to the society is found otherwise irrecoverable, 
either wholly or in part,,it shall te open to the gene
ral body to write off such amount after obtaining the 
sanction of thr Registrar.

34 Conduct of Business
a. All m n i c s  received for goods sold shall be veri

fied daily by, and placed in th^ custody of, a
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person other than the Managing .ecretary apiointed 
by the Committer' for that purpose, provided that 
the :anaging secretary may retain one key if the 
Society’s safe is fitted with two locks, the other 
being in the custody of the p< rson appointed.

b. Bills for roods supplied to the fJociety and local 
purchase shall Ke raid only by cheque or from the 
cash in custody ~s aforesaid and no payment what- 
so-ever shall be made from daily sales receipts.

c. When a banking account is opened, all y ay-nents,
other than staff salaries and Local purchase, excee
ding E$ ..........  shall be paid by cheque.
All cheques or other instruments, including orders 
for goods, executed on behalf of the society, except 
receipts, shall bear the signature of thr Resident, 
Treasurer and anaging Secretary as repres nting 
the Society.

d. All orders for goods not aLready in stock must be 
previously approved by the Excutive Committee.

e. Stock taking shall be done at the close of the 
last business day on each month and result compared 
with the rtock test.

Article 35 Disposal of Net irofit
a. The society shall out of its net profit in any year:

i. Transfer an amount not being less than 25^/0
of such profits to the reserve fund, until it 
equals the paid up share capitl;

ii. Pay dividend to members on their raid up share 
capital at a rate not exceeding ten percent 
per annum;

•iii. Transfer an amount of not more than 5^/0 of such 
profit to Education Fund;



Article

Article

Art icle

iv. Pay bonus to members in proportion to the
t^tal dealings made by each darings made by 
each during the yrar with the society,

b. After the payments specified under article 35 (a) 
arc made, the balance of the net profits, if any, 
may be disposed off in the manner as may be decidcd 
by the general body.

36 Financial Year of the Jociety
The financial year of the society shall be the period 
from ‘iamle 1st. to Sene 30th.

37 Interpretation of lulcs
Should any daubt arisn as to interpretation of the Law, 
Regulations or the Rules, the decision of the *<e:'istrar 
shall be final.

38 Amc ndmc n t of Rix Lo s
a. These Rules and any other Rules framed by the Gen r-

2al 7>ody can be amended if j °f the total membership 
votes for the amendment.

b. Two copes of such ^mendnent shall be forwarded to 
the Registrar within fifteen (15) days from the 
date of the meeting at which the amendment was 
approvedo



Co-operative 
Accounting Forms and Models

All forms may need some changes due to 
business individual co-operative, society

the type 
performs -



Gash Receipts Vouvher
1.

Co-operative Society Ltd 
Cash Receipts Voucher

Received From:-
The Sum of $___

in words _____
For

Acct. No. 
Debit 
Credit

N o ,

Date

Signature

Maybe tvvo or theree signatures are necessary.



2 .

Cash ' ayrnent ''oucher

X Co-operative Society Ltc1.
Cash . ayr.ent Voucher

N o .

Date

Received From:-
fhe Cum of $

in words
For

Acct. No
Debit__________
Credit ______

Signature

DaiLy cash book may be easier to transfer accounts 
from receipts to subsidary Ledgers.
In this form two or three signatures may be
reqiured.
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Purchase Journal

' Date
•\

A.ccount Grecited
R.

. xddresG T ertns rost» lef*
,1

iv-.iO-.ni-!
1

__ L
1

J
11

* 11

Gash leceipts Journal



SaLes Journal

Date Account Debited Adoress SO .>
----------

Terms Post. 
Ref .

------------------
1

atio •fiV'

Gash Payments .Journal

Dat e Account Dr. Explanat
ion. No,

-------
Post - 
R e f .

General
Ledger
Debit

Acct.
Payable
Debit

Ca^h 
Cr -



Accounts Receivable Ledger
5.

1
Date Explanat ion Page Debit Credit

1
Debit Baldi

This form is also used as accounts payable ledper 
except the bala nee is credit.

General Ledger

Date Items
Post - 
Ref o Debit Date Items

Post o 
Pvef - Credit
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General Journal

Date Name of Account
Post. 
R ef. Debit

r
Credit

Produce Account for year ending.

DR-____________________________________________________ . CR.

Name of Account
Post. 
5ef . Amount Name of Acct.

Post. 
Ref . Amount

—
1



7.

Produce Individual

Trial da lance
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Income and Expenditure Account

After computing the Trial Itlance and Profit and L o s f  Summary 
Account a final balance shall be drawn to forward the Balances 
for the next fiscal year.

Produce Ic.ceipt

X Co-operative Society Ltd.
Date Village

^eceivec from No.

Tesfaye M- 
on behalf

lroduce Kilos Other
Payments

$
of X CO-OP,
Society Ltc €•

1



«Ch Units kg. or lb.



C A S H B O O Ko

Date Receipt 
N o ,

Particulars Ledger
Folio
No.

Dash Bank Date Payment 
N o .

Particulars Ledger
Folio
No.

Cash oank



Job Discript ion of the

Co-operative Dovr Lopincnt Department
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The Registrar of Co-operative societies shall be directly and 
personnally responsible to the vice - Minister for:-

1. Ensuring that Co-operatives are organized, promoted and 
developed in the whole of Ethiopia;

2. Ensuring that technical advice in co-operatives is given 
to all who seek it;

3. Ensuring that co-operatives ire registered as established 
and provided with specialized personnel;

4. Ensuring that long-range plans for development of cooperative 
are prepared;

5. Planning and supervising the study, analysis and investigati" 
of market conditions and trends and market possibilities and 
preparing proper arrangements for s a L  in regard to items 
which are or might be produced by co-operatives in Ethiopia;

6. Maintaining a register of co-operative societies;
7. Ensuring that the c.ccounts of the co-operatives, their method 

of operation and their economic and technical effectiveness 
are studied and analyised, and that advice is given individu 
ally or generally as to means of improving efficiency and
ire thods;

8. Ensuring that co-operative societies are subject to running 
audit and complete audit annually;

9. Examining annual budget and approving loan applications of 
co-operative societies;

10. Ensuring that the laws and regulations dealing with co-op 
eratives are implemented and enforced;

11. Undertaking such administrative, organizational co-operatlvc 
and supervisory funtions as are necessary for the efficient 
operation of the Department; encluding interalia periodic 
efficiency reporto and other reports;



12. Carrying out such other duties as the Vice - Minister may 

from time to time decide.

The Registrar of co-operative societies shall to the fullest 

possible extent delegate powers to his direct subordinates to carry 

out their duties. He shall be responsible for co-ordinating the work 

of his subordinates, ensuring that their work is proparly carried 

out, helping them to solve their work problems, and generally maintain

ing the decipline and efficiency of the Co-operative Development Depa

rtment •
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A regional assistant Registrar shall be directly and personna]ly 
responsible to the Registrar for:-

lo Enstiring that the laws and regulations dealing with co-oper
ative societies arc implenented and enforced.

2- acting as link between th< Registrar and Provincial Co-oper
ative Development Officers.

3. Carrying a complete inspection at least once a quarter of
every society in his area and submit a report in the form
approved by the Registrar.

4. Preparing a socio-economic appreciation when any proposal io
put forward to establish a co-operative society.

5. Undertaking the promotion of all types of co-operative 
societies including the assisting at all stages in the 
formation, organization and registration of Societies «■

6„ Conducting membership Education in collaboration with the 
co-operative Education Section.

7. Processing in conjuntion with Provincial co-operative deve
lopment officers the annuaj. budgets of societies for the 
Registrars persual;

8. Reviewing inspection reports of Provincial supervisors for 
the purpose of over all qualitative evaluation;

9. Evaluating the performance of co-operative societies in his 
region;

10. Conducting on-the-scene inspection and reviewing of all 
phases of field activities and determine their effectiveness 
and confirmance to established policies and procedures;

11. Providing marketing data and trends to co-operative societies
12„. assisting co-operative societies in their dealings with

governmental and private org-nizations;
13. Subjecting to audit all societies at least once in every 

co-operative year;
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14.
15.

* 16.

4.

Deciding upon disputes created in one’s own region. 

Undertaking such administrative;? organizational and super

visory functions as are necessary for the efficient opera

tion of the section; including integration and preparation 

of annual estimate of budget periodical efficiency report 

and other reports;

Carrying out such other duties as the Registrar may from 

time to time decide.
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The Assistant Registrar of the Co-operative Education Section 
shall be directly and porsonnaly responsible to the Registrar for:-

1. Organizing, directing, co-ordinating and administering the 
educational and training programme of the co-operative 
Development Department;

2. Developing membership growth interest and activities among 
membership;

3. Distributing co-operative publications in collaboration 
with the Public Rela tions Department of the ''tinistry;

*+. Developing a favourable public a itude towards the co-oper
ative movement;

5. Planning preparing and editing all literature of educational 
nature for distribution to co-operative societies.

6. Undertaking such administrative, organizational and super
visory functions as are necessary for the efficient opera
tion of the section, including tho integration and preparation
of periodic efficiency and other reports;

7. Carrying out such other duties as the Registrar may from 
time to time decide.

Powers and Duties of the assistant Registrar of the Co-operative
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The assistant Registrar of the Audit Section shall be directly 
and pcrsonnaly responsible to the Registrar for:-

1. Checking from time to time the accounts of the co-operative 
societies with a view to examine overdue debts, if any, to 
verify cash balances and securities and to value the assets 
and liabilities of societies.

2. baking co-operative societies keep their books according to 
accepted principles and practices of book-kec ping.

3. Preparing and submitting audit report on each co-operative
socicty at least once in a year,

k . Preparing sample books and forms for the various kinds of
account books and forms.

5. Briefing the members of a new society on the various types
of account books and forms„

6. Training members of co-operative societies in the principles
and practices of accounting.

7. Undertaking such administrative, organizational and super
visory functions as are. necessary for the efficient operation
of the section; including integration, preparation of annual 
estimate of budget, periodic efficiency reports and other 
reports;

8. Carrying out such other duties as the Registrar may from 
time to time dccidc«



Egagrs_£Dd_Dj£ififi_Q£_a_^QYiDaDci^l=99=2g£=^¥ti2CO£D£_Jf|icec

A Provincial Co-op. Development Officer sh^.ll be directly and 
personnaly responsible to the -Assistant Registrar who controls his 
region for:-

1. Ensuri.^ that the laws and regulations dealing with co-^per- 
ativo societies are implemented and enforced;

2. Ensuring that only forms, books of account and accounting 
procedures approved by the Registrar are used;

3. Conducting membership training schemes;
4. Carrying out a complete inspection at least once a month of 

every society in his region and submit a report in the form 
approved by the Registrar;

5. Processing and submitting the annual budgets of societies 
to the assistant Registrar;

6.. ..ttending all Committee and General Meetings of Co-operative
Societies in his province;

7. Preparing economic apjreciation where any proposal is put 
forward to establish a co-operative society and submit the 
report to the Assistant Registrar;

8. Undertakin tho promotion of all tyn?s of co-onrrative 
societies, including the assisting at all stages in the 
formation, organization a m  registration of societies;

9. Preparing annual report of activities of the province;
10. Co-operating fully with other agricultural extension agents., 

social workers community development workers, Coffee Board 
employees and with the simlar employees of government and 
other organizations;

11. Communicating with the appropriate assistant Registrar in 
all matters affecting co-operative, societies;

12. Attempting to settle -11 minor disputes which may arise in 
his region and report on the outcome immediately to the 
Assistant Registrar;
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13. Giving guidance to and supervising co-operative workers;
14. assisting co-operative societies in their dealings with go

vernmental and private organization;
15. Providing marketing data ^nd trends to co-operative societies
16. Carrying out such other duties as the Regional assistant 

Registrar from time to time decides.

8.

%

*
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1. To conduct the business nf the society in accordance with 
the rders of the committee.

2. To be in attendance in tho society’s pcrmises during all 
working hours unless otherwise authorised by the committee 
or in an emergency by the chairman.

3. To record all transactions as and when they occur.
4. To keep the books of the society accurately and up to date.
5. To assist the committee in checking the weights and quality 

of produce delivered by members.
6. To se« t< it that a receipt is issued immediately when the 

produce is acccptcd.
7. To ensure that members are paid either an outright payment 

for deliveries or the approved rate of advance payment and 
obtain written acknowledgment.

8. Where advance payments arc made, to prepare a final payment 
account after deducting all fo.r>s, loans end comis^irns dur 
to the society and to have this account chcckcd by the comm
ittee and, if possible, the supervisor before payment is .fl

eeted .
9. To maintain a loan application register in strict chro\->lo;.: •> 

cal order and submit all applications to the committee.
10. To issue receipts on behalf >f the society.
11. To see to it that the authorised petty cash is not exceeded 

and that cash in excess of the authorised amount is paid s 
soon as practicable into the society's ^ank account.

12. To safeguard the produce of members from Ices or damage 
and to effect any insurance necessary on behalf of the 
society.

13. To call all general and committee mretings at the arpr~pri : t  

time and prepare draft agenda and take the minutes of all 
mee t ings.

The duties of a co-operative worker are: -
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