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Introduction

A new law to govern co-operative societies came into force
in Finland on January 1, 1955.

This law, The Co-operative Societies Act, repealed and
replaced the earlier L.aw on Co-operation which was promulgated
on July 10, 1901 and took effect on September 1 of the same year.
As soon as the 1901 Act came into force, the Pellervo Society
began to draw up model rules for various types of co-operative
socteties, isstied handhooks on the establishment and management
of co-operative societies and gave personal instructions on the
society management through its advisors. As a result co-operative
societies to serve various purposes grew up at a rapid pace among
farmers in rural areas and among industrial workers and other
consumers in towns, and to some extent also among artisans.

When, according to the old law a co-operative society had
been established and its rules duly adopted by the memorandum of
association, the rules had to be approved officially by the
appropriate provincial government, after which the co-operative
society was entered in the Trade Register. But it came to be the
practice that hefore approving the rules of a co-operative society,
the provincial governors requested a statement regarding the new
society concerned from the Pellervo Society, which thus had the
opportunity to ensure that the rules of all co-operative societies
were in accordance with the Law on Co-operation.

In 1902 50 co-operative societies hadheen entered in the Trade
Register. By 1930 the number of co-operative societies had
increased to 1930. 3273 in 1920. rising to 6452 in 1930, and
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7 660 in 1940. On the termination of the old Law on Co-operation
in 1954, there were 9 377 co-operative societies listed in the Trade
Register. However, this does not indicate the actual number of
co-operative societies, since some of the discontinued societies had
not furnished the proper notification to the Trade Register. In
1954 a total of 5800 co-operative societies were in operation with
an aggregate membership of 1791600 and an annual turnover
amounting to 243 milliard marks.

Right from the beginning of co-operation in Finland, co-ope-
rative stores, co-operative dairies and co-operative credit societies
have formed the main categories of co-operative societies. Taking
the first category there are at present 493 co-operative stores
which are members of two separate national movements. The
advisory and educational federation of the »neutraly movement
is the Yleinen Osuuskauppojen Liitto (General Co-operative
Union) with 375 co-operative stores and 496000 individual
members, the total sales of local societies amounting to 75.2
milliard marks in 1954. SOK, Hankkija and certain other societies
are their wholesale concerns. The central federation of the other,
»progressive» movement is the Kulutusosuuskuntien Keskusliitto
(Central Union of Consumers’ Co-operative Societies) with 118
local distributive societies, 532000 individual members, and
annual sales of 59.9 milliard marks in 1954. OTK is the Co-ope-
rative Wholesale Society of the progressive movement.

The second category comprises the Central Society Valio and
372 co-operative dairies with 103 000 members, owning a total of
622000 cows, and in 1954 supplving in all 1 288 million kilos of
milk.

The third prominent category is that of the Central Bank
OKO and 594 co-operative credit societies or rural hanks with
have 267 200 members, the sum of loans granted amounting to
59.2 milliard marks, and that of deposits totalling 54.5 milliard
marks.

There are the Producers’ Meat Central Society and 12 co-ope-
rative slaughter-house societies with 102 800 individual members
and suppliers of 45.5 million kilos of marketed meat.

Characteristic of Ifinnish Co-operation is that local societies in
their respective fields have established national federations which
cover the whole country, many of them forming the largest whole-
sale concerns within their respective spheres of activity. The
significance of co-operative stores and their wholesale societies
in the economic life of Finland is indicated by the fact that they
control 31.9 per cent of the national retail trade and 25.8 per
cent of the wholesale trade. Co-operative dairies market 82 per
cent of all milk supplied for sale. Co-operative slaughter-house
societies and their provincial member associations market 78 per
cent of the cattle supplied for slaughter, and co-operative credit
societies have granted 40.6 per cent of all agricultural credit.

In addition to these main groups, co-operation has been
successfully applied for the sale of forests and timber Dby the
Co-operative Society Metsiliitto (Forest Union). There are also
co-operative societies for importing and purchasing machines
(Machinery societies), and Breeding societies to foster the
development of pedigree animals. Telephone and clectricity
socleties have been established for the maintenance of telephone
systems and for the distribution of electric power. Insurance
business has been outside the scope of co-operation, Dbecause
according to the old law co-operative societies were not allowetl
to engage in the field of insurance. In spite of this there has heen
within this field time honoured collaboration which is still
dominated by those insurance enterprises that are themselves
based on mutuality (co-operation). Special legislation is provided
to meet their case, as 1s also for general housing co-operative
societies in urban districts which likewise are not co-operative
undertakings in the legal sense of the term.



[f the aforesaid development be taken into consideration, and
with it the simultaneous social and economic progress which has
taken place in Finland, one could expect the Co-operative
Societies Act to have been amended several times in order to
correspond to the changed conditions. But in fact only two minor
amendments were made during the time the Act of 1901 was in
force, because it was originally drawn up along comparatively
broad lines and therefore could casily be applied according to the
development which had taken place. This Act comprised only
30 sections.

There were nevertheless deficiences in the Law on Co-ope-
ration of 1901, and therefore before long the DPellervo-Society
suggested its thorough revision. The main defect of the old Act
was that it did not provide a complete code regarding co-operative
societies, and in many essential particulars merely referred o
appropriate scctions of the Joint Stock Companies Act. This
caused difficulties in the interpretation of the law. In the long
run it became more and more necessary to amend the provisions
relating to the supplementary lability of members: by this is
meant members’ liability to assume responsibility within pre-
scribed limits for their co-operative society’s obligations and
indebtedness, after it has been adjudged bankrupt, if its own
funds should prove inadequate for meeting its obligations.

The amalgamation tendencics of co-operative societies having
hecome ever more extensive with a view to rationalisation and
higher development, the absence of provisions regarding fusion
proved a direct obstacle to further progress.

As the proposals for the revision of the Law on Co-operation
made by the Pellervo Society in collaboration with its affiliated
central organisations and also those made by the Kulutusosuus-
kuntien Keskusliitto, did not lead to any result, the Pellervo
Society jointly with its member federations and KK
drew up a proposal for an entirely new law which was submitted

to the Government in 1944, /A committee was appointed by the
Government to examine this proposal; hut in the end the
committee drew up a completely new formula which was sub-
mitted to the Government in August 1952, On March 6, 1953
with this new proposal as a basis, the Government introduced a
bill for a law on co-operative societies which the Diet approved
on October 30, 1953, and which was confirmed and signed by the
President of the Republic on May 28, 1954, This new Act came
into force, as previously mentioned on January 1, 1955.

This new Act has shown recognition of the general co-ope-
rative prinples which have become firmly established during the
past decades. To determine the sphere of application of the
Act there is a definition of the term »Co-operative Societys in its
legal aspect. The :Act defines a co-operative society as »an
association in which membership and capital are not fixed in
advance, and which carries on economic activities to support the
economy or occupation of its members in such manner that
members  participate therein by availing themselves of the
association’s servicesy. Membership in a co-operative society is
open in the sense that the number of members may not be limited
hy rules in advance, and that members shall be free to resign
from the society at will. A provision may be included in the rules
that anyone fulfilling the conditions of admission to member-
ship shall be admitted. Members are not personally liable for the
society's debts, unless such a liability” which in the Act is called
supplementary liability, has been specifically laid down in the
rules. Such a liahility may he limited or unlimited; in the latter
case it shall be fixed as a specified amount per member or share
or as a certain proportion of the society’s debts. By virtue of the
new Act this supplementary payment may be collected from
members after the co-operative society has hecome bankrupt or
has been placed in a state of liquidation in order to avert bank-
ruptey. In the rules there may also he a provision that a member
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shall pay to the society, apart from his share which 1s compulsory,
an entrance fee, and even other payments following enrolment.
[Further it may Dbe prescribed that the general meeting of a
co-operative society shall have the power to include in the rules
a provision by virtue of which special payments may be collecte
from members for special needs laid down in the rules during the
operative life-time of the co-operative society. The entrance fee
and special payments may, if so prescribed in the rules, he
returnable to members. The provision concerning a special
pavment has been accepted by producers’ societies in the form of
members’ loan. [For the strengthening of its financial position a
co-operative  society shall, in addition to the share capital
accumulated through the shares being paid, acquire a reserve
fund which shall be increased until it is equivalent to three times
the share capital. The reserve fund shall be used solely to cover
such losses which cannot be covered by undivided surplus, other
funds, or the share capital. The entire surplus shall helong to the
society, unless the rules prescribe that it shall be used for other
purposes. If any surplus be distributed to members, it shall be
divided, if not otherwise prescribed in the rules according to the
extent cach member has made use of the society's services,
During the society’s time of existence no portion of the assets
shall be distributed to any member except for that amount which
1s due to him as a dividend out of surplus.

Power to pass resolutions is exercised by the members attend-
ing a general meeting. Lach member shall have one vote at the
meeting ; however if the rules specifically prescribe that a majority
of the members shall consist of co-operative societies or other
corporations, then each such collective member may be allowed
more than one vote. The motion for which the majority of votes
is given shall be deemed as the decision of the general meeting,
unless otherwise provided for by law or by the rules of the
co-operative society. Regarding amendments to rules, the law
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has adopted the general and compulsory provision that no .amend-
ment may be made except by a qualified majority or on still more

strict conditions.

The executive organ of a co-operative society shall be the
Board of Directors elected at the general meeting. It shall repre-
sent the co-operative society and conduct it business transactions.
Included in the law are detailed provisions regarding the Board’s
position and duties, the delegation of its powers to a special
manager or managing director, and the right to sign for the firm.
It may Dbe laid down in the rules that another organ may be
appointed to supervise the management and to conduct certain

administrative tasks jointly with the Board of Directors. This

body is, in many large societies, the Board of Administration to
which may he entrusted the election of the Board of Management.
Ior the inspection of the management of a co-operative society
the general meeting of the society shall elect at least two auditors
and their deputies for each financial year. The Act contains
detailed provisions regarding the duties, qualification and dis-
qualification of auditors. The Act also contains detailed provisions
concerning the invalidity of a resolution made by the co-operative
society, the granting of discharge to the organs of administration
and auditors, the liquidation and dissolution of the society, and
the fusion of co-operative societies,

The model rules which originally were drawn up by the
Pellervo Society for local societies have heen supplemented
according to the needs of local units, jointly hy the Pellerva
Society and the respective central organisations. Four examples
of such model rules have heen included in this hook. The model
rules for co-operative dairies have bheen drawn up following the
discussions hetween the Pellervo Society and Valio, the Central
Federation of Co-operative Dairies. The model rules for co-ope-
rative credit societies have heen prepared hy the Central Union of
Co-operative Credit Societies, and those for the SOK-movement
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by its general Union, YOL, jointly with the Pellervo Society and
the model rules for the KK-movement by the latter union. In
addition the Pellervo Society has prepared and still continues to
draft model rules for several other types of co-operative under-
takings. As these patterns are model rules, local societies may
agree to exceptions to such rules, but it has been ascertained that
in practice co-operative societies approve the model rules,
appreciating that not only are they a result of long deliberations,
hut also that they have been approved by their own central
organisations.

A co-operative society is established by a written agreement,
which shall embody the rules of the co-operative society. There
shall be at least five founders, or if collective members shall form
the majority, at least three. At the establishment of a co-operative
society the founders are in regular contact with the respective
central organisation which gives practical advice on the founding
and other initial procedures, According to the Co-operative
Societies Act a notification of establishment shall he made to the
Trade Register, also of the alteration of rules, changes in the
constitution of the administrative organs and the names of the
persons entitled to sign for the firm. The Triade Register is kept
at the Datent and Registry Office for the whole country, The
establishment of a co-operative society and the alteration of the
rules come into force only from the date on which they have been
entered in the Trade Register. If the rules have heen drawn up
in compliance with the Co-operative Sacieties Act and the business
intended is of such a nature as is legally permissible, the
application for registration cannot be rejected. The Pellervo
Society and the respective central co-operative organisations arc
today as far as the rules are concerned, in close contact with the
Registry Office, as previously they were with the provincial
administrations (governors).

The Cooperative Societies Act

Given in Helsinki, May 28, 1954,

Chapter 1.
General Provisions

§ 1.

A cooperative society 1s a corporation whose number of meml?ers
and amount of capital are not fixed beforehand, and whose object
is. in order to support its mewbers’ domestic economy Or Frade or
other enterprise (business), to carry out ceconomic flCtl\'lthS such
that the members participate in the activities by making use of the

corporation’s services.

$ 2.

Tndividuals as well as corporations and foundations may be

members of a cooperative society.

§ 3.

The members of a cooperative society shall not be personu‘lly
Jiable for the society's debts, except as far as such liability, her‘cm-
after called liability to supplementary payments. has been prescribed
in the manner provided for in this Act.
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Chapter 2.
Formation of a Cooperative Society

§ 4.

Promotors of a cooperative society shall number at least five. lf.
however, the by-laws of the society provide that a majority of its mem-
bers shall consist of cooperative societies or other corporations, not
more than three promotors are needed.

A memorandum of association shall be set up; it shall contain
the by-laws of the society. The memorandum shall contain the full
names and domiciles of as well the persons elected to the {irst board
of directors or. in case the board of directors is to be elected by a
supervisory board, to the supervisory board, as the auditors. If any
of the promotors contributes to the assets of the society with more
shares than one, the number of his shares shall be stated, too.

The memorandum of association shall be dated. and signed by
the promotors.

§5.

There shall be stated in the by-laws of the society:
1) the firm-name of the society ;

2) the municipality in Iinland which shall be the society's
domicile;

3) the society’s objects;

4) the amount of one share, and the manner in which, and the
time when, it shall be paid;

5) the manner in which the board of directors shall be organized,
and the period for which it shall be elected;

6) the date of closing the society’s accounts;

7) the time when the ordinary general meeting of the society
shall be held, and, in case there shall be several such meetings an-
nually, the matters which shall be handled at each of them; and

8) the manner in which notices for calling general meetings of
the society shall be given and other notices of the society or of
the council of representatives shall be served on the members.
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§ 6.
A member may be, by the by-laws, entitled or, according to
grounds prescribed therein, obliged to take part in the society with
more shares than one.

§7.

The by-laws may provide:

1) that the general meeting shall be entitled to levy extraordi-
nary payments for a purpose, prescribed in the by-laws and ap-
pearing during the society’s existence, provided that the hasis of such
payments and the highest annual amount to be collected from one
member shall also be stated;

2) that the members shall pay to the society entrance fees or
other payments on ground of joining the society, provided that the
amount of such payment or basis of its calculation shall be stated,
too; and

3) that the members shall, as to the creditors of the society, be
liable to supplementary payments. provided that the by-laws shall
also state, whether such liability shall be limited or unlimited, and,
in the former case, the extent of the liability, too.

A payment mentioned in paragraphs 1) and 2) of subsection 1,
may also be prescribed to be refunded to the member.

§ 8.

If the society is formed for a determined period of time only, or

if non-members shall also be allowed to make use of its services,
that shall be stated in the by-laws.

§ 9.

The by-laws may provide that the decisive authority of the mem-
bers shall, in all or some matters, be used, in stead of a general
meeting of the society, by a council of representatives to be elected
by the members; and the by-laws shall, then, contain necessary pro-
visions in regard to the manner in which the council of represen-
tatives shall be elected. the tasks of the council, the number and
the period of office of the members to be elected to the council, and
the manner in which the council shall be supplemented in case a
representative’s seat is vacated before the expiration of his period.
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§ 10.

If the society shall have an organ to supervise the society's ad-
ministration or to take care of some administrative tasks besides
the board of directors, the by-laws shall state such organ’s duties.
how it shall be elected, and the number and the period of office of
its members: so also, 1f necessary, how thev shall be convened to a
meeting and how other notices shall he served on them.

§ 11.

The by-laws may prescribe that elections shall in certain cases
be proportional: and the by-laws shall, then, contain necessary pro-
visions concerning the formation of electoral groups. executive and
L supervising organs, and other matters; pertaining to such elections,

The council of representatives shall always he elected propor-
tionallv. Tf it be necessary to form electoral districts for different
regions, the seats in the council of representatives may be allotted
among such districts according to the number of members in eiach
district, or to the aggregate number of their shares in the society,
ar to the extent in which the members in each district have made
use of the society's services.

§ 12.

A notification of the formation of a cooperative society shall
be delivered to the Trade Register, in observance of provisions
thereof elsewhere. Such notification shall be signed by all mem-
bers of the board of directors.

It the Register Authority is satisfied that the memorandum of
associittion has been drawn up according to this Act. and that the
hy-laws of the society are in compliance with the provisions of this
Act, and that the intended activities of the society are legally per-
“missible, the society shall be entered to"he Trade Register.

§ 13
If no notification of the formation of a cooperative society has
been delivered to the Register Authority within two years from the
date of memorandum, the society shall not be entered to the Trade
Register on hasis of such memorandum.

17

§ 14

Before the society has been entered to the Trade Register, it
cannot acquire rights or incur liabilities, nor can it appear before
courts or administrative authorities.

I any one acts on behall of the society before it has been entered
to the Trade Register, he shall he liable for any obligation thus
arising as for his own debt. If such persons he more than one, they
shall be liable jointly and severally. 1{ a contract has been made
expressly on behalf of a cooperative society to be formed, and if
the society, within three months from the date on which it was
entered to the Trade Register, has taken over the responsibility for
such contract, and if the consideration has been used for the hene-
fit of the society, the persons who acted on behalf of the society
shall be iree from liability.

§ 15.

After the society has been entered to the Trade Register, no one
who has subscribed to the memorandum of association or has been,
upon his own application. admitted to membership in the society,
shall be entitled to refuse to pay the payments due from him, even
if it be established that the memorandum of association is void either
because it violates §§ 4 or 5 of this Act or for any other reason.

Chapter 3

Cooperative Societies Carrying on Money-lending
Business

§ 16.

If a cooperative society’s activities comprise money-lending busi-
ness, such additional provisions shall be included to the by-laws as
are deemed necessary by the Ministry of Finance on basis of the
character and extent of such business,

The by-laws of such society may deviate from the provisions in
§§ 33 and 34, hereinafter, in regard to the size of the society’s capital
reserve and the manner of forming the same.

2
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$17.

A\ cooperative society carrying on money-lending business shall
not be entitled to grant credit to non-members, except in case the
borrower is the State, a municipality, a congregation, another corpo-
ration of public law, or an association formed by several such cor-
porations, or in case the society re-lends money granted by the State
for a specified purpose.

§ 18.
There are provisions elsewhere thereon whether cooperative so-
cieties carrying on money-lending business and the central funds of
such societies shall be entitled to accept deposits.

Chapter 4

The Members of a Cooperative Society

§ 19.

Any one who wishes to join a cooperative society shall make a
written application thereof to the board of directors. The applica-
tion shall be decided upon by the board of directors. except in case
the by-laws provide that the competence in such matters shall rest
with the general meeting, the council of representatives, or the
supervisory board.

[t the by-laws of the society provide that any one who is eligible
to membership shall be admitted to the society, and if such provi-
sion has been entered to the Trade Register, the admission of a
person who according to such provision is eligible to membership
shall not be refused, except in case there is, on basis of the character
and extent of the society’s business or for some other reason, special
reason to such refusal.

§ 20.

A member shall be entitled to resign from the society by a
written notice to the board of directors,
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The by-laws may provide that a member shall not be entitled to
resign within a specified time, not more than three years, from his
joining the society.

§ 21.

A member may, for reasons stated in the by-laws, be expelled
from the society. A wmember who, in spite of a reproach given to
him, has not fulfilled his duties as a member, may be expelted even
if such reason to expulsion be not mentioned in the by-laws.

Except when the by-laws provide otherwise, the same organ of
the society which is competent to admit new members shall decide
on matters of expulsion.

It the competence to expel members rests with any other organ
of the society than the general meeting, the expelled member shall
be entitled to submit the decision to expel him to the general meeting
by a written notification to the organ which made the ecision,
within one month after he was, by means of a certified extract {rom
that organ's minutes, notified about his expulsion. The organ which
had expelled the member shall be entitled to submit its decision upon
its own initiative, too, to the general meeting.

Except when the by-laws provide otherwise, a resolution of the
general meeting to expel a member may be challenged by such mem-
ber at a court of law. Such action shall be initiated within three
months from the resolution.

§ 22,

A member who has made a notice of resignation, shall be deemed,
if, according to the by-laws, there is no hindrance to his resigna-
tion, to have resigned from the society at the time of the arrival of
the said notice to the board of directors or to the person whom the
board has appointed to receive such notices.

I a merber has been expelled, his membership shall be deemed
to have ceased as soon as the general meeting has resolved upon the
matter, or the time mentioned in subsection 3 of § 21 has expired
without any claim, mentioned in the said paragraph, having been
presented by the expelled member.
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$ 23

Membership in a cooperative society shall not be transferred to
another person.

If a member has assigned the right to his share to another per-
son, a written notice to the society about the assigmment shall have
the same effect as if the assignor had then given a notice of resig-
nation,

1f the assignee applies for membership within six months from
the assignment and if the application is accepted. the share payments
of the assignor shall, notwithstanding any provisions in the by-laws
concerning share payments, be allowed as payments on the assignee’s
share, up to the extent the assignor would have been entitled to
get his share payments refunded by the society. In such case. the
assignee, shall also be entitled to the other economic benefits the
assignor would have had if his membership had continued. If the
assignee does not apply for membership, as herein provided, or if
his application is refused, he shall have no other rights than those
belonging to the assignor as a resigning member.

. $ 24.

Notwithstanding that a member's membership has ceased because
of his death, his heirs and other successors shall be entitled. after
having given notice thereof to the board of directors, to make use
of the deceased’s rights in the society for one year's time after the
death, not longer, however, than until one of his successors may
have acquired membership as provided for in § 25.

§ 25.

If a deceased member’s heir or other successor, whom the right
to the deceased’s share has been transferred to. is. upon his own
application made within one year from the death, admitted to the
society, the share payments of the deceased shall be allowed as pay-
ments on the successors share, and he shall also be entitled to the
other economic rights which the deceased, as a member, would have
had if he had still been alive.

The by-laws of the society may prescribe that the successor whom
the right to the deceased’s share has been transferred to shall be
entitled to admission to the society, in case he is even otherwise
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eligible to membership. If he wishes to make use of this right, the
society shall be notified thereof within the time mentioned in sub-
section 1.

§ 26.

I a member wishes to increase or, by on assignment to another
person oi otherwise, to reduce the number of his shares in the so-
ciety, the provisions in regard to joining the society or resigning
from it shall apply, with the necessary modifications.

§ 27.

The board of directors shall keep a register of the members of
the society. The register shall contain each member’s full name and
domicile. the number of his shares, and the date on which he join-
ed the society o1 his membership ceased. If the members of the
soctety are liable to supplementary payments, the members and, in
case the extent of the liability depends on the number of a member's
shares, even the shares shall be catalogued in running numerical
order.

The members and creditors of the society, and other persons
who show it to be in their interest, shall have access to the register
of members.

Chapter §

Shares, Capital Reserve, and Surplus

§ 28.

Each share shall be of equal amount.
The share capital consists of the amounts paid up on the shares.

§ 2.

The by-laws of the society shall prescribe whether the amount
of a share shall be paid in one or more instalments, and within
which time it shall be fully paid.

The by-laws may prescribe that one half of the value of the
share shall in the first place be paid off in the manner that the
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surplus accruing to the member during the time mentioned in sub-
section 1 shall be used for that purpose.

The by-laws may prescribe that the part of the amount of the
share mentioned in subsection 2 shall be taken from the surplus
accruing to the member during his membership, without any other
liability for the member in regard to the said part.

§ 30.

When & member's membership has ceased, the amount paid up
on his share shall be refunded to him or to the person whom his
rights have been transferred to. Such refund shall take place one
year after the date of the first balance-sheet after the termination
of the membership. The refund shall take place only to the extent
the assets of the society, according to the said balance-sheet, suffice
thereto without touching upon the capital reserve or violating equal
rights of other members then belonging to the society.

If the society goes into liquidation or is adjudged a bankrupt
within one year from the date of the balance-sheet mentioned in
subsection 1, the right to receive a refund on the share shall be
determined according to the provisions concerning the distribution
of the society's assets.

§ 31,

If, according to the balance-shect mentioned in paragraph 1 of
§ 30, the debts and the capital reserve of the society together
exceed the value of the society's assets, the person whose member-
ship has ceased shall. notwithstanding the provisions in the by-laws
mentioned in subsection 1 and 2 of § 29, be liable to pay that part
of his share not yet paid in, not more. however, than his portion of
the deficit. The society shall demand such pavment within one
year from the date of the said balance-sheet.

If the society goes into liquidation or is adjudged a bankrupt
within one year from the date of the balance-sheet mentioned in
subsection 1 of § 30, the full amount of the share shall be paid in,
even if the membership has ceased.

In the case mentioned in subsection 2. or if the society other-
wise goes into liquidation or is adjudged a bankrupt, a provision in
the society’s by-laws, mentioned in subsection 3 of § 29, shall not
be invoked against the society or the bankrupted society's estate.
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§ 32.

Any amount unpaid on a share may, notwithstanding a deceased
member’'s successor has acquired membership according to § 25, be
collected from the estate of the deceased, in case the society goes
into liquidation or is adjudged a bankrupt within one year from
the date of the first halance sheet after the death.

§ 33

The society shall have a capital reserve, which shall be increased
until it is equal to three times the share capital.

The by-laws may prescribe that the capital reserve shall be larger
than provided for in subsection 1.

The capital reserve shall be used for no other purpose than to
cover such losses which cannot be covered with unused surplus,

other reserves, or the share capital.

§ 34.

Until the capital reserve has heen increased to its full amount, at
least one — tenth of the annual surplus shall be transferred to it, not.
however, a smaller part of the said surplus than one-tenth of one
per cent. of the annual turnover of the socicty.

§ 35
The entire surplus shall belong to the society, as far as the by-
laws do not prescribe it to be used for another purpose.
It any surplus is distributed to the members, it shall be divided.
if the by-laws o not prescribe otherwise, according to the extent
each member has made use of the society’s services.

§ 306.

Notwithstanding any other provisions in the hy-laws in reg.ar(l
to the manner of the members’ share payments. at lczlst'O.ne halt —
or a larger part, if the by-laws so provide — of the dividend pay-
ments to a member shall be used for paying off his share until it
shall have heen fully paid.



24

$ 37,

If the paid-in value of a member's share or any part of it has
been used to cover the society's loss. all of his dividends shall be
withheld to be paid for the share until the whole amount used to
cover the loss shall have been recovered.

§ 38.

During the society’s time of existence, ng part of its assets shall
be distributed to the members, except for the dividends out of the
surplus the members may have right to. The provisions herein shall
not prevent a member from being refunded with a part of the amount
of his share if the general meeting has resolved that the share
amounts shall be reduced.

§ 39.

If. during the society’s time of existence, any part of its assets
has been distributed in violation of this Act or the society’s hy-laws,
cach member shall be liable to refund, with an annual interest of
six per cent., the amount he has thus obtained.

In addition to the member. even those persons shall be liable to
cover the deficit according to the grounds in chapter 17 who have
participated either in the resolution about the wnlawful dividend or
in the execution thereof.

Chapter 6

Extraordinary Payments

§ 0.
An extraordinary payment, mentioned in paragraph 1) of sub-
section 1 of § 7, shall be paid, in one or more instalments, within
a reasonable time prescribed by the general mecting.

§ 41.
A new member shall be liable to pay the extraordinary pavment.
except in case the time of its payment had already expired when he
joined the society.
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§ 42

A member's liability for an extraordinary payment, assessment
of which had been resolved before his membership ceased, shall be
effective thereafter. too, if the payment is levied for a financial year
not later than the one during which the membership ceased.

[n case a member's right to his share has heen assigned to an-
other, and the assignee has been admitted to the society on application
made within the time limit prescribed in §§ 23 or 25, and if the
assignee is. according to § 41, Hable to pay the extraordinary pay-
ment, the former member or his estate and the assignee shall be
jointly and severally liable for such extraordinary payment.

If the society goes into liquidation or is adjudged a bankrupt,
the liquidators or the trustees in bankruptcy shall be entitled to
collect an extraordinary paviment only in case it had hecome due
before the liquidation or bankruptcy comimenced.

Chapter 7

A Member’s Liability to Supplementary Payments

§ 43.

A member shall be, within the liability to supplementary pay-
ments prescribed n the by-laws, personally liable for the society's
contracts and other debts, in case the society’'s own assets do not
suifice to pay off the debts, after the society has gone into liquida-
tion or has been adjudged a bankrupt.

§ 44
A new member shall be liable to supplementary payments in
regard to such debts, too, which the society already had when he
joined it.

§ 45.

The liability to supplementary payments shall be determined on
equal grounds for every member. The extent of such liability shall
be the same for each member or, if it shall be determined according
to the number of shares o1 other such ground. for each such unit.



26

§ 406.

The liability to supplementary payments may be changed in com-
pliance with the provisions hereinatter regarding the alterations of
the society's by-laws,

In case the by-laws are altered m order to reduce or abolish the
liability to supplementary pavments, it shall he allowed to prescribe
that such liability shall remain unchanged in respect to such debts
the society alrcady had when the alteration of the by-laws becanie

effective.

§ 47.

No payment due on basis of the liability to supplementary pay-
ments shall be set off against any claim the member may have
against the society.

§ 48.

If the members are liable to supplementary payments, the board
of directors shall keep all accepted applications for membership
until the respective members’ membership shall have ceased. Notices
of resignation shall be kept for three years.

§ 49.

Although & member's membership has ceased. his lability to
supplementary payments shall be effective if the society goes into
liquidation or is adjudged a bankrupt within one year from the date
of the first balance-sheet after the membership ceased.

There shall be no liability to supplementary payments for such
obligations which arise after the membership has ceased. If, howe-
ver, the heirs and other successors of a deceased member have, ac-
cording to § 24, announced their intent to make use of the deccased’s
rights in the society, his estate shall be liable to supplementary
pavments also in regard to obligations arising during the time the
sticeessors use the membership rights of the deceased.

Chapter 8

The General Meeting and the Council of Representatives

§ 50.

The power to pass resolutions, belonging to the members of a
cooperative society, shall he exercised by the members present at a
general meeting.

§ 51

Except when the by-laws provide otherwise, the general meeting

-shall be held at the society’s domicile.

§ 52.

An ordinary general meeting shall be called by two weeks’ notice
to the members at the least and an extraordinary general meeting
by one week's notice at the least, except in case the by-laws pre-
scribe another time limit.

If a matter is prescribed to be handled at two general meetings,
the call to the second meeting shall not be given before the first
meeting has been held. If neither of the said meetings is an ordinary
general meeting, there shall elapse at least one month between the
meetings.

Although no call had been given, a general meeting may be held,
if all members are present and consent thereto; provided, however,
that the board of directors shall he notified about the meeting in

good time.

§ 53

Every member shall have one vote at the general meeting. If.
however, the hy-laws prescribe that a majority of the members shall
consist of cooperative societies or other corporations, the by-laws
may also prescribe that such corporative member may vote with

more votes than one.
An individual may not vote by proxy, except in case that is

allowed in the by-laws.
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§ 54.

At a general meeting, no one shall personally or by proxy or as
proxy for another participate in discussion and decision in a matter
pertaining to a contract hetween himself and the society. Nor shall
he participate in discussion and decision pertaining to a contract
between the society and a third person, if he may expect thereof a
substantial benefit which might be incompatible with the interests of
the society. The provisions herein shall also be applied in regard to-
a gift to be granted hy the society, or to a legal action or other
proceedings against him or a third person.

A member of the hoard of directors or a person. whom the board
has entrusted with handling the current affairs o otherwise with a
part of the society’s administration, shall not participate in decision
pertaining to accepting the accounts or granting release from res-

ponsibility — as far as regards such administration for which he
is responsible — or in decision about appointing and discharging

an auditor o fixing the auditor's remuneration.
Notwithstanding the provisions in subsection 1. the transferee

cooperative society shall be entitled to vote about an amalgamating
agreement, mentioned in § 150.

§ S5.

The general meeting shall resolve upon no other questions than
those which, according to law or the by-laws, shall be hanclled at
that meeting or which have heen expressly mentioned in the call
to the meeting. It shall, however, be permissible to resolve that a
new general meeting shall be convened for a specified purpose and.
if necessary, to elect a person to convoke the said meeting.

Tf a member desires a matter to be handled at an ordinary ge-
neral mecting, he shall give a written notice thereof to the hoard of
directors before the call to the meeting has heen given.

§ 56.

If a proposition be made of such amendment to the hy-laws which
shall be handled according to subsections 2 or 3 of § 03 o1 which

purports to increase the share amount, the substance of such pro-
position shall, at least thirty davs before the first general meeting
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to handle the proposition, be communicated to -thc members. chh
commiunication shall, however, be unnecessary if all members give
their written consent to the proposition, . .

The provisions in subsection 1 shall also be applied to matters
mentioned in § 152,

§ 57.

Minutes shall be taken at cach general meeting. If a rcsolut'no‘n
be a result of voting, the minutes shall SllO\Y how the V()tCS'\'\'C'IC
divided. The minutes shall be approved and signed by the charman
of the meeting and by one or more persons, clected for that purpose
by the meeting.

§ 38.
i ing sl Athin six months
An ordinary general meeting sh.ll} be held withir e
after the end of the society’s financial year. Alter an IIU(‘l
) 4 <14 o1 . e
report in cue form has been presented, the meeting shall 11eso ve:
. - o o - v.' lll.-
1) on accepting the accounts of the preceding financia 1‘ye]‘ ;
ar ir s discharge
2) on granting the members of the hoard of directors ¢ g
from responsibility for the caid financial year; and ‘ "
3) on using the surplus. in case the general meeting, according
to § 35, is entitled to decide this quest‘lon. P
" The auditors and the members ol the board o ur]ec el
A o 5 3 Ve o P 2 1-]
also e elected at the said meeting, m 80 far as the b}f aws o !
‘ . . . .
prescribe the said officers to be elected at anothes ordinary geners
i i - way.
meeting or m some other way . -
Matters mentioned in subsection 1 may be postponed to be f I‘noyt
i 5 thi ¢
decided at an adjourned meeting. to e held n.ot less than one a A
more than two months after the first meeting, A separate €a
given to such adjourned meeting.

§ 59.
[ ] v ened
An extraordinary general meeting shall be held \\h'ef'l (lef l
by ‘ i ¥ 5 ] -iting for «
necessary by the board of directors or requested 1m wntn{_f :
I e 1 . tenth —
specified purpose by members who represent at least one tc: K
2 smaller part, if so prescribed in the by-laws — of the tota g
vights of the members of the society.
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The auditors shall also be entitled to require an extraordinary
general meeting to be convened, whenever their audit justifies it.
If the auditors are not unanimous. the meeting shall nevertheless
be convened, if at least one half of them so require,

§ 60.

If the society has no board of directors. o if the person upon
whom it lies to convene the meeting omits to convoke a general
meeting which is to be held, in compliance with law, the by-laws,
or a resolution of an earlier general meeting, the Provincial Govern-
ment shall, upon application by a member of the society or of the
hoard of directors, authorize him to convene the mecting at the ex-
pense of the society.

[ a general meeting has not been couvened within two weeks
from a request mentioned in § 59, the Provincial Government shall,
upon application by at least as many members or auditors as men-
tioned in the said section, authorize a member or auditor to con-
vene the meeting at the expense of the society.

§ oL

Save in so far as the law or the by-laws make other provision
in that behalf, the general meeting shall he deemed to have adoptect
the view for which the most votes have heen given,

In case of an equality of votes, clections shall be decided by lot,
but in other matters the chairman shall have the casting vote.

§ 62.

If more than two persons have heen nominated to an office or
position and no one of them has received a majority of the number
of votes recorded, a new election shall be held among those candi-
dates who received votes in the first election: and that candidate
shall be deemed as elected who reccives a plurality of votes in the
second election.

When several members are to be elected to the board of direc-
tors or, otherwise, several persons to similar offices o1 positions, the
provisions hereinbefore in this section shall apply, except in case
the by-laws prescribe these elections to be proportional.
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$ 63.

A resolution to alter the provisions of the by-laws shall be effec-
tive only if it has been concurred in by all members or if it has been
passed at two consecutive general meetings, receiving at the second
meeting, except in cases mentioned hereinafter, at least two-thirds
of the number of wvotes recorded. Such concurrence may also be
declared in writing before the meeting,

If the resolution purports to make a substantial alteration of the
society's objects, or to continue the activities of the society after
the duration prescribed 1 the by-laws, or to establish a liability to
supplementary or extraordinary payments, or to increase such lia-
bilities, or to alter the grounds of computing such payments, the
resolution shall be effective only if it receives at the sccond mecting
at least three — fourths of the number of votes recorded.

A resolution concerning & member’s right to resign from the
society or limiting a member's rights to the society’s assets or sur-
plus, shall not be effective if it is not carried unanimously by the
members voting at the second meeting.

If the by-laws contain other stiputations in addition to the pro-
visions hereinbefore, they shall be applied. too. The by-laws may
also provide that an alteration of the by-laws, not mentioned in
subsections 2 and 3 and not purporting to increase the share amount,
need not be handled at more general meetings than one. The pro-
visions in paragraph 1 regarding the second meeting shall, then,
be applied in regard to such only meeting.

$ 64.

A member who has not concurred in a resolution mentioned in pa-
ragraph 2 of § 63 or purporting to increase the share amount, shall
be entitled to resign from the society within thirty days after such
resolution has been entered to the Trade Register, notwithstanding
any provisions in the by-laws limiting the right to resign; and if the
resolution contains an increase in the payments, the resigning metn-
ber shall be free from such increases. Who has not concurred in a
resolution regarding a member’s right to resign, shall also be entit-
led to resign from the society within the time limit mentioned
hereinbefore.
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§ 65.

An alteration of the by-laws shall be effective when it has been
entered to the Trade Register. If the alteration purports to reduce
the share amount or to reduce or abolish the liability to supplemen-
tary payments, it shall only be effective after the lapse of one year
from the date of the entry to the Trade Register.

§ 66,

A general meeting shall pass no resolution whereby those parti-
cipating in it obtain for themselves or another evidently unjust be-
nefits at the expense of another member or of the society.

§ 67.

The provisions regarding a general meeting shall apply, with
the necessary modifications, to a meeting of the council of represen-
tatives; no representative shall, however, vote by proxy.

One fourth of the representatives shall be entitled to request an
extraordinary meeting of the council of representatives to be held.
The by-laws may grant such right to a smaller number of represen-
tatives.

Chapter 9

The Board of Directors and the Supervisory Board

§ 68.

A cooperative society shall have a board of directors to be elected
by the general meeting or, if so prescribed in the by-laws, by a
supervisory board.

The by-laws may prescribe that one or more members of the
board of directors, less than one half of their number, however,
shall be appointed otherwise than in the manner provided for in
subsection 1.
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§ 69,

Only a Finnish citizen, resident in I'inland and not under
guardianship, may be a member of the board of directors.

Notwithstanding the provisions in subsection 1, the Council of
the State may, in individual cases, permit that Finnish citizens
residing abroad or aliens be members on the board of directors, not
more, however, than one third of the whole number of members in
the board.

§ 70.

The by-laws may prescribe one or more deputy members to be
elected to the board of directors; and the provisions of this Act
regarding the members of the board shall, with the necessary mo-
difications. apply to the deputy members, too.

§ 71

A member of the board of directors may be removed by the same
organ which had elected him, although his period of office be still
running. A member elected by the general meeting or by the super-
visory board shall, however, be entitled to the remuneration belonging
to the office even for the time remaining of his period of office,
except in case the court orders otherwise.

§ 72.

I the office of a member of the board of directors becomes
vacant before the expiration of his period of office, or if he loses
his qualifications for the office, mentioned in § 69, the other mem-
bers of the board shall cause a new member to be elected without
delay for the remaining period of office of the former member. If
the continuing members and deputy members of the board consti-
tute a quorum and their number is not less than three, the election
may, however, unless the by-laws provide otherwise, be postponed
to the next regular elections for the board of directors.

§ 73,

I1 the board of directors consists of more members than one, one
of them shall be chairman.

3
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The chairman shall cause that the meetings of the board are held.

Minutes shall be written at each meeting. The minutes shall be
attested by the chairman, numbered each year currently. and pre-
served by the board.

§ 74.

Except when the by-laws provide otherwise, more than half of
the whole number of members on the board of directors shall con-
stitute a quorum. No matter shall, however, be taken uncler consi-
deration, if each member or, if any one of them be prevented, his
deputy has not, as far as possible, been given an opportunity to
participate. Except when the by-laws provide for a qualified majo-
rity or unanimity, the opinions of the majority shall prevail; in case
of an equality of votes, the chairman shall have the casting vote.

The provisions in subsection 1 of § 54, regarding the incapacities
of the members of the society, shall, in regard to the meetings of
the board of directors, be applied to its members.

§ 75.

The board of directors is entitled to appear for the society before
courts and administrative authorities, and to represent the society in
other respects, too. “The same authority to represent the society is
vested in the person or persons who. according to § 76, are authori-
zed to sign for the society.

§ 76.

The competence to grant an authorization to sign for the society
rests with the board of directors or, if so provided in the by-laws,
with the supervisory board or the general meeting. Such authoriza-
tion shall not be granted to a person under guardianship, nor,
except with a permission given by the Council of the State, to a
person who is not a Finnish citizen resident in Finland.

When the authority to sign for the society is granted, it may
also be ordered that such authority shall only be used by two or
more persons collectively. No other limitations shall be entered to
the Trade Register.

The authority to sign may at any time be revoked by the same
organ which has granted it.
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§ 77.

The competence to grant an authorization to sign per procu-
ratione shall rest with the board of directors or, if so provided
in the by-laws, with the supervisory board or the general meeting.

It may be ordered that a person who has such authority to sign
shall only be entitled to sign collectively with a person having the
authority mentioned in § 76. '

§78.

The board of directors shall with all care look after the society’s
interests, and attend to its affaits according to law, the by-laws, and
instructions given by the general meeting. The board shall not,
however, obey a resolution of the general meeting mentioned in §
92, except in case the.time within which an action to declare such
resolution invalid shall be initiated has expired and the resolution
would, if executed, neither be evidently incompatible with the inte-
rests of the society nor secure evidently unjust benefits to any
person at the expense of a member of the society.

The provisions of paragraph 1 in regard to the board of direct-
ors shall be applied to other representatives of the society mentioned
in § 75. Such representative shall also follow instructions given by
the board within the framework of law and the by-laws.

§ 79.

The board of directors shall take care of such accounting as be
necessary with regard to the character of the activities of the society.

The board of directors shall make out a balance sheet and a profit
and loss account for each financial year, and forward them to the
auditors at least one month before the general meeting where they
are to be presented for acceptance.

§ 80.

The by-laws may provide that the board of clirectors shall be
entitled to authorize one among themselves, under the board’s su-
pervision, to look after the current affairs or to take otherwise care
of some part of the administration of the society. The by-laws may
also entitle the board to grant such authority to a person not be-
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longing to the board. Such authority shall not, however, be granted
to a person under guardianship nor, except with a permission given
by the Council of the State, to a person who is not a Finnish citizen
resident in Finland.

The board may be given, in the by-laws or by a resolution of
the general meeting, instructions in regard to persons to whom the
authority to sign for the society may be granted.

§ 81.

The provisions of § 66 shall analogically apply to the board of
directors or another representative of the society mentioned in § 75.

- § 82.

If the board of clirectors or another representative of the society
has, when making a contract on behalf of the society. exceeded its
or his authority, the contract shall not bind the society if the third
person knew qr should have known that the authority was exceeded.

§ 83.

The hoard of directors or another representative of the society
mentioned in § 75 shall neither convey real property owned by the
society nor grant any hypothec for debt upon such property, except
by virtue of an authorization in the by-laws or of a leave given by
the general meeting. Such leave, which may be restricted to a spe-
cified property, shall not be given for a time longer than two years.

The provisions of subsection 1 shall also apply in respect to
such building on another’s land which may, together with the lease-
hold, be conveyed to a third person without any further permission
from the landlord.

§ 84.

The writ of summons shall be deemecd to have been served on
the society when it has been communicated to any member of the
board of directors or to any person authorized to sign for the so-
ciety, alone or collectively with somie one else. The same shall apply
to other notifications to the society.

3r

If the board of directors wishes to bring an action against the
society, it shall convene a general meeting to elect an attorney for
the society. If no attorney is elected at the said meeting, the writ
of summons may be served on any member of the society.

§ 85.

The by-laws may prescribe that the society shall have a super-
visory board. Such board shall be elected at the general meeting,
andl it shall consist of at least three members.

The supervisory board shall supervise that the society is adminis-
tered in concordance with law, the by-laws and the resolutions of the
general meeting and of the board itself. The by-laws may entrust
the supervisory board as well with the election of the board of direc-
tors as with some duties belonging to the administration of the
society. The authority to represent the society, vested under § 75
in the board of directors and under § 84 in any member of the said
hoard, shall not, however, be restricted.

Neither a member of the board of clirectors nor a person entrusted
with the current affairs shall be eligible to the supervisory board.

In other respects, the provisions regarding the board of direct-
ors and its members shall, with the necessary modifications, apply
ih regard to the supervisory board and its members.

Chapter 10
The Auditors

§ 86.

The general meeting shall elect for each financial year at least
two auditors, and cleputies for them, to inspect the society’s admi-
nistration and accounts.

The by-laws may provide that one or more auditors, not more
than one half of their number, however, shall be appointed otherwise
than prescribed hereinbefore.
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§ 87.

If the by-laws provide that an auditor shall be elected during the
financial year which shall be the subject of his audit, his duties shall
continue after the close of the said year until a new auditor shall
have been chosen. ‘

§ 88.

Each auditor shall be a Finnish citizen resident in Finland. He
shall possess such knowledge of accountancy and economic matters
which he needs, with regard to the activities of the society, to fulfil
his duties properly.

No person shall be eligible for auditor who is:

1) a member of the board of directors or of the supervisory board
or a person entrusted by the hoard of directors with the current
affairs or with any part of the society’s administration, or a person
entrusted with keef)ing the society’s books, attending to the society’s
moneys, or supervising to such attendance; and the persons men-
tioned herein shall comprise not only those who hold an office or
position mentioned hereinbefore at the time of the election of the
auditor, but also those who have held such an office or position at
any time during the financial year to be audited or the years im-
mediately preceding or following the same;

2) married with a person mentioned in paragraph 1);

3) brother or sister of a person mentioned in paragraph 1), or
related with such person by lineal consanguinity or affinity; or

4) subordinated to or dependent from a person mentioned in
paragraphs 1) or 2).

If a corporation, which has among its activities attention to
common tasks of cooperative societies, has a special auditing depart-
ment, such corporation may be elected for auditor. The corporation
shall appoint a suitable person to perform the auditing. Such person
shall have the qualifications mentioned in subsections 1 and 2; and
the provisions hereinafter in this Act regarding an auditor’s re-
sponsibility shall be applied to such person, too. The corporation
elected for auditor and the person performing the auditing shall be
jointly and severally responsible for any damage caused by the latter
in his task.
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§ 89.

An auditor may be removed by the same organ which had elected

Thim, although his period of office be still running. The provisions

in § 71 regarding the right of a member of the board of directors to
receive his remuneration for the remaining part of his period shall
be applied to the auditor, too.

If an auditor's office becomes vacant before the end of his period,
or if he loses his qualifications for the said office mentioned in § 88,
and if a deputy cannot be substituted for him, the board of directors
shall without delay cause a new auditor to be elected.

§ 90.

The board of directors shall provide each auditor with an oppor-
tunity to inspect the society’s property, books, accounting materials,
and other documents, and give him such other information and
assistance he needs for performing his task.

§ 91

The auditors shall, for each financial year, give to the board of
directors a written report on the society's administration and accounts
at least one week before the general meeting where the accounts are
to be presented for acceptance.

. The auditors’ report shall contain a statement on the results of
their inspections, and an opinion whether the society’s balance-sheet
and profit and loss account, its accounting, or its administration in
general. give reason to remark.

The auditors’ report shall contain a specific opinion;

on accepting the accounts;

on granting the board of directors release from responsibility;

on the board's proposition regarding the surplus or loss; and

whether the said proposition includes the obligatory transfers
to the capital reserve,

If the hook value of a piece of property, intended for the society’s
permanent use, has been written up in the manner provided for in
the Bookkeeping Act, that, too, shall be separately stated in the
auditors’ report.

In case the members are liable to supplementary paymeents, the
audlitors shall. on basis of the register of members, the applications
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and notices mentioned in § 48, and the minutes, state in their report
the number of the members and of their shares, and any changes
occurred therein during the financial year,

Chapter .11

Invalidity of a Resolution of the General Meeting

§ 92.

If a member of the society or of the board of directors is of the
opinion that a resolution of the general meeting has not been adopted
in a lawful way or that it otherwise is contrary to law or the by-
laws, he shall institute an action against the society within three
months from the date of the resolution.

The provisions in subsection 1 shall not be applied if the resolu-
tion, as purporting an unlawful distribution of assets, or contrave-
ning an enactment protecting public interest, or for some other
reason, shall be regarded such that there must be a possibility to
invoke its invalidity without need to institute any action within the
prescribed time limit.

If a resolution in a matter which shall be entered to the Trade
Register has not been joined by the qualified majority stipulated,
an action to declare such resolution void may be instituted even aiter
the time limit mentioned in subsection 1. If such resolution has been,
in contravention of § 96, entered to the Trade Register, no action
shall, however, be instituted thereafter.

§ 93.

If a resolution of the general meeting is declared totally or
partially void upon action brought by a member of the society, such
judgment shall operate in favour of those members. too. who did not
join in the action.

§ 94.

When an action is brought to declare a resolution of the general
meeting void, the court shall, before the final judgment is given,
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have the power to enjoin the execution of the resolution. Such in-
junction may be revoked if reason thereto appears. .

No separate appeal shall be taken from an injunction mentioned
in subsection 1, or “its revocation.

§ 95.

The court shall without delay send to the Register Authority a
notice, to be entered to the Trade Register, about an injunction
mentioned in § 94, in case the resolution of the general meeting is
such that it, according to law, causes an entry to the Trade Register.

If the injunction is revoked, such notice shall he sent about the
revocation, too.

§ 96.

No entry shall be made to the Trade Register on basis of a
resolution which, according to § 92, shall be regarded void. If the
resolution is such that an action to declare it void shall be instituted
within the time mentioned in subsection 1 of § 92, but no action has
been instituted within the said time, the entry to the Register shall,

- however, be made. if there is no other hincrance thereto.

Chapter 12

Release from Responsibility; and an Action on behalf of
the Society against the Board of Directors,
an Auditor, or a Member

§ 97.

Release from responsibility shall have been granted to a member
of the board of directors, if a resolution thereupon has been adopted
at a general meeting and the resolution has not been opposed by a
minority representing at least one fourth of the total voting rights of
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the society or, i g i
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If the g irectors or
. neg]igelll)gr;lulgiovfe;lnt ectloxs or a membctr thereof has, intentionally
BNt t (; v “(l)d'tm ge‘neral meeting, in the balance sheet or
i e or o th i(ncolnorls, mlthe accgunts or otherwise, substan-
akiog of any messure -11) ete mforma‘txon as regards the under-
- bé e 0.1] stilch.measures significance to the society,
o meu;ure notl\lf- tllt aganvlst a member of the board on basié
e a crimii 1lstan(lmg release from responsibility. An
o 1a act.of a memb‘er of the board, may even
e b 4 dg{lll'lSt hlm..except in case the granted release
ponsibility has evidently included even such act

§ 98.

. thf 1beleabe fl()l.ll responsibility has not been granted to a member
{Ourti c;arl(l of (lxrecto.rs. persons who represent together at least onlc
o releo’l tlf; total voting rights of the society or, if the question of
ase from responsibility has hee \dled i
he . v e n handled in the il of
representatives, of the said ¢ i e
. ; ouncil, shall be itl i
e o ‘ : entitled to bring on
y an action, regarding the admini ' ;
ot : garding the ac mistration of the
Sudlt)"l, t?g(unstl Ihllm. The same provisions shall apply in regard to
action which may Dbe brougl Athstandi .
it ) ght notwithstanding release {rom
If, after i insti
p]'l‘mt’iff'lsftell) tl;e Zl'CtIOIl has been instituted, any of the original
: abandon it, the remaining plaintiff ] ,
bar , aining plaintiffs shall not be preve
: ) ' rented
fflocl)::.]ﬂ cmfxttxlnumg the action, even if they represent less 1th'm one
1 of the voting rights of the soci y cil of
ourh of society or of the council of repre-
W . .
T hf(?)lhils brought an action according to subsection 1, shall be
( - the court costs; but he shall b i -
ial ; all be entitled to re - hi
- : cover his
s from the society to the extent the means gained to tl 1
suffice thereto. . ¢ s
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§ 99.

1f a proposal to institute an action against an auditor on basis ol
-§ 160 has been adopted by the general meeting or by the council
of representatives, or if such proposal has been joined in by a mi-
nority of the size mentioned in § 97, the provisions in § 98 shall
apply in regard to the right of a member of the society or of the
board of representatives to bring such action on behalf of the society.
Such action shall be instituted within two years from the general

here the auditors’ report was presented.
ainst its member for damages on

ars have elapsed from

neeting W

No action by the society ag
basis of § 159 shall be instituted after two ye
hich the action should be based.

the resolution on w
asis of a crime, the provisions

I{ an action is brought on b
elsewhere regarding the time to institute such action shall apply.

$ 100.

It the society is acljudged a pankrupt within tw
general meeting where the accounts were presented, the trustees in
pankruptcy shall be entitled to bring an action against a member
of the board of directors for his administration during the financial
year for which the accounts were rendered, even if release from
pility for the said financial vear shall be deemed to have

o years after the

responsi

been granted.
The trustees in bankruptcy shall also e entitled to Dring an action

against an auditor or a member of the society, if the society is adjud-
ged a bankrupt before the end of the time mentioned in subsection

1 and 2 of § 99.
in this section shall be instituted within

An action mentioned
one wonth from the creditors’ last day to file their claims or, if the

time to institute an action on behalf of the society has not yet

expired, before the expiration of that time.

§ 101,

Notwithstanding any other prov
cases. an action mentioned in this chapter
court at the society's domicile.

The court mentioned in su
also an action for damages basec

isions on jurisdiction in civil
may be instituted at the

psection 1 shall be competent to try
1 on crime.
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Chapter 15

Liquidation and Dissolution of a Cooperative Soctety

§ 102.

.It a cooperative society shall, because of
effect in the society’s by-laws, ce
number of members has recuced below the number
subsection 1 of § 4, and the society
number of new members within s
of the society shall resolve tl

mentioned in
as not been joined by a sufficient
ix months, the general meeting
1at the society shall be liquidatecl. ‘

§ 103.

A resolution to liquidate the society may be
reasons, too, than those mentioned in § 102. Such resolution shall
how.eve.r, be effective only if it has been concurred in by all memb:ars,
or 1‘f'1t has been passed at two consecutive general meetings
receiving at the second meeting at least two-thirds of the numl;);rei
of votes recorded. Such concurrence may also be declared in writinI
bef(?r.e the meeting. If the by-laws contain other stipulations ii
addition to the provisions hereinbefore, they shall be obse;ved, too

acdopted for other

§ 104,
When the general meeting

has resolved th: i
e solved that the society shall

the meeting shall elect one or more liquidators,

. § 105.

If no entry about the society’s liquid
bz}sis' of a notification mentioned in § 11
W1th.m sixty days from the time at which the society 'should, ac-
cording tp § 102, have passed a resolution for liquidation, the C,()L;I‘t
upon petition by any member of the society or of thé board of!
dll‘?CtOl’S and ‘after having heard the society', shall order that the
socxet)./ shall be liquidated; and the court shall order the society
to deliver, within a fixed time not shorter than six weeks, to thé:
court a certificate that such entry has been made to thf; Trade

Register, at the risk that the court will appoint the liquid
one or more,

ation has been made, on
1, to the Trade Register

ators,

4 provision to that
ase with its activities, or if the

§ 106,

It a cooperative society has no board of directors, entered to
the Trade Register and capable to function, any member of the
society or of the board of directors, or any creditor or another
whose right may be concerned with the matter, shall be entitled to
petition the court or, if the society’s domicile be within the juris-
diction of a county court, alternatively to the county judge, for an
order that the society be liquidated.

After such petition has been made, the society and those of its
members and creditors who wish to deliver a statement in the
matter, shall be summoned to appear before the court on a fixed
day. The summons shall be given by a notice which shall be
caused by the court or judge to be published in the Official
Gazette and in at least one newspaper at the domicile of the
society, at least two and at most four months before the said fixed
day. The court or the judge may, for the time the matter is
pending, appoint one or more provisional managers to take care
of the society's property and affairs and to represent the society.

If the court is not satisfied, before the matter is taken up for
final consideration, that the society has a board of directors, capable
to function, the court shall order that the society shall be liquidated,
and appoint the liquidators, one or more.

§ 107.

If the Register Authority has received no .returns regardmg.u
cooperative society, entered to the Trade Register, for ten.yeallsj
and the circumstances give reason to 'assume that.the society 1?
not carrying on its activities, the Register Authonty- shall, by a
letter addressed to the society or by some other suijtable meztl]nst.
inquire whether the society still exists. If .1t does not appeatr. 1:.1“
the society still exists, the Register {\uthorlty' shz%ll. by a no 1c§ 1t
the Official Gazette, request the society 'to give mformatlgf] alf@t
itself within three months from the ])Ubll?lltlon' qf the notice. fi
is not found out before the end of the time llmlt. that the SOCIet}{
still exists, it shall be regarded as dissolved. and it shall be struc

off the register.
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§ 108.

If a cooperative society fails to elect t
t!le nur?lber of its members has decreased uncler the number me
tioned in .51‘1bsection 1 of §4 and the society has not been o nl_
by a suffxqent number of new members within six months )tl os
who,. knowing the state of things, contribute to the resoluéion]o:e
?0}1t111ue the society’s activities or act for the society shall bo
Jointly and severally liable for the arising obligations 'f,s] fora the'e
own debt. If, after the end of the said six months a suff‘icient nunlr
ber of new nembers join the society, such liabil’ity shall not exi;;

foh - . e .
an obhgatlon. arismng atter the prescribed mininium number of
members has again been attained,

§ 109,

If the lipuidation of a cooperative society has been entered to

the Tra(.le Register, but the soctety has no liquidators entered t

the Reglst‘er and capable to function, the court or, if ,tlle domic?l ~
of .the society be within the jurisdiction of cou;lty courf 1lte:
natively the county judge, shall appoint the liquidators, upo;ltpeti—

tion by a member of the society, a creditor, or another whose right
may be concerned with the matter- |

§ 110.
If a court or judge has orclered
liquidated, a notice thereof sh
to the Register Authority,
the court or judge has
appointment, containing
shall be sent to t

& cooperative society to be
all be sent without delay ex officio
to be entered to the Trade Register. If
appointed a liquidator, a notice of the-
his  full name and post-office address
‘ he Register Authority without delay. If ’
manager, mentioned in paragraph 2 of § 106, has been appointed, a
notice thereof, containing his full name and post-office address sh"lltl
be sent to be entered to the Trade Register., o

a provisional

§ 111,
The liquidators shall immediately make

~he liquidato a notification on the-
Society’s liquidation to the Trade Register,

The notification shall

he liquidators, although-
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contain the names of the liquidators and their domiciles, and notice

about how the society’s firm-name shall be signed during the liqui-
dation.

§ 112,

The society's general meeting shall, in connection with the elec-
tion of the liquidators, elect one or more auditors and, if deemed
necessary, deputies for them, to inspect the society’s administration
and accounts during the liquidation. If the court has appointed the
liquidators, they shall without delay convene a general meeting to
elect the auditors. If such meeting cannot be held, the liquidators
shall petition the court or, if the society’s domicile be within the
jurisdiction of a county court, alternatively the county judge to
appoint the auditors.

If the by-laws provide that one o more auditors shall be appointed
otherwise than by an election at the general meeting, this pro-
vision shall be applied to the auditors in liquidation, too.

The provisions of this Act regarding auditors shall, with the
necessary modlification, apply to the auditors in liquidation, too.

§ 113,

When a cooperative society has gone into liquidation, the board
of directors shall without delay make out and remit to the liquidators
a balance sheet and profit and loss account for the time for which
no accounts have been previously presented to the general meeting
for acceptance.

The liquidators shall without delay remit the accounts to the
auditors in liquidation, who shall give their report within one month.
The accounts and the auditors’ report shall be presented to the ge-
neral meeting as soon as possible; and that meeting shall take up
for consideration the question of granting the board of directors
release from responsibility for the time for which the accounts were
rendered.

§ 114,

The period of office of those who at the commencement of the
liquidation were members of the council of representatives, shall
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‘continue until the end of the liquidation. The council may, however,

resolve that a new council shall be, according to the by-laws, elected
even during the liquidation.

§ 115,

The liquidators shall obtain a public citation to the creditors of
the society to file their claims on a fixed day after one year. The
liquidators shall make out and write in the society’s book for in-
ventories and balance-sheets a list and balance-sheet on the society's
assets and debts. The assets shall be enterecd to the balance-sheet
according to their sale value.

A copy of th balance-sheet shall be signed by the liquidators aud
remitted to the auditors in liquidation.

§ 116.

The liquidators shall take care of the society's affairs during
the liquidation. They shall realize the society's assets, as far as that
be necessary for the liquidation, pay out the society’s debts, and
distribute the remaining assets among the members or use them
for a purpose stipulated for the event of the society’s clissolution in
the by-laws or prescribed, on basis of an authorization in the by-
laws, by the general meeting. The society’s activities shall be carried
on only so far as may be necessary for a beneficial liquidation.

The liquidators shall not, without an express leave of the general
meeting, convey real property except by selling it at a public auction.

Save in so far as this section or other provisions regarding the
liquidation provide otherwise, the provisions regarding the board
of directors and its members shall. with the necessary modifications.
apply to the liquidators.

§ 117.

The firm-name of a cooperative society in liquidation shall be
signed with the attached words »in liquidation.»

Whoever after the commencement of the liquidation signs for
the society in contravention of subsection 1, shall be liable for the
arising obligation as for his own debt, disregarding whether the
society be also liable for the obligation or not. If two or more do so
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together, they shall be jointly and severally liable. The liability
mentioned herein shall not, however, exist if the obligee knew that
the society was in liquidation.

§ 118,

The liquidators shall give to the auclitors accounts signed by all
liquidators, for each financial year within two months after the
year’s end. If the liquidation has not been completed within two
years, the liquidators shall besides state the reasons for the delay.

§ 119.

The auditors shall, within one month after they received the
accounts, give to the liquidators a report on the inspection of the
administration and accounts. Thereupon, the liquidators shall without

delay present the accounts and the auditors’ report to the general
meeting.

§ 120,

If any assets are left over, after the claims of all creditors who
had appeared on the day fixed by the public citation — § 115 — or
who were known before the end of the fixed time, have been fully
paid, and the necessary means have been set aside for any contested,
undue, or other such debts which cannot be immediately paid, the
paid-in amounts of the shares shall be refunded totally or, if the
assets do not suffice thereto, partially in proportion to the paid-in
amounts of each share. If there is still any balance, it shall, unless
it is to be used for some other purpose in pursuance of subsection 1
of § 116, be divided among the members of the society per capiia
or, if so prescribed in the by-laws, according to some other ground.

If any shares have been refunded or any assets distributed in
contravention of subsection 1, and if the society therefore cannot
fulfil its obligations, each member shall be liable to repay the amount
he has thus obtained. If any deficit arises thereby, the liquidators

shall be liable for it according to the grounds provided for in
§§ 160—1062.

§ 121

After the liquidators have fulfilled their task. they shall give
to the auditors the final accounts, whereto they shall append a report

4
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on their administration from the commencement of the liquidation,
a report on distributing the means or using them for the prescribed
purpose, if any, and the accounting materials for the entire time

of HNquidation. In regard to the accounts, the provisions of § 119
shall be observed.

§ 122.

When the accounts mentioned in § 121 have been presented to
the general meeting, the cooperative society shall be deemed as
cissolved ; and a notification thereof shall be delivered to the Trade
Register. The notification shall be signed by all liquidators, and
a copy of the minutes of the general meeting where the final
accounts were presented shall be appended thereto.

§ 123.

If a member is of the opinion that he has not received, at the
refunding of the share amounts or at the distribution of the balance,
the part due to him, he shall, at the risk of forfeiting his right of
action, institute an action against the society within three months
after the final accounts were presented to the general meeting. The
provisions of subsection 2 of § 120 shall apply to each member's

duty to repay any amount collected by him, and to the liquidators’
liability.

§ 124.

If there is reason to believe that a cooperative society in liqui-
dation has no assets or that the assets do not suffice to pay the
costs of the liquidation, the court shall order that the liquidation
shall be stayed and the society shall be deemed as dissolvedl.

A notice about the court’s order shall be sent ex officio to the
Register Authority, to be entered to the Trade Register.

§ 125,
1f, after the society, according to §§ 122 or 124, shall be deemed
as dissolved, there appear new assets, or an action is brought
against the society, or liquidation measures are otherwise needed,
the liquidation shall be continued; and the liquidators shall without
delay make an announcement thereof to the Trade Register.
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If liquidation measures are needed after the society has been
struck off the Trade Register according to § 107, the court or, if
the society’s domicile had been within the jurisdiction of a county
court, alternatively the county judge shall, upon petition by any
one whose right may be concerned with the matter, appoint one
or more liquidators; and the provisions hereinbefore in this chapter
in regard to liquidation shall thereafter be observed.

§ 126.

The general meeting may resolve that an action for damages
shall be brought against the liquidators and the auditors in liquida-
tion. Any member, too, may bring such action on behalf of Fhe
society, and the provisions in subsection 3 of § 98 shall be applied
in regard to the court costs.

The proceedings shall be instituted within six months after the
final accounts were presented to the general meeting. If a liquidator
or auditor has been discharged or he has resigned or died, before
the liquidation was completed, the time limit shall be computed
from the general meeting where the accounts for the year of the
discharge, resignation, or death were presented. '

The provisions in subsection 3 of § 97 and in subsection 3 of
§ 99, regarding a member of the board of directors and an .audlltoF,
shall be applied in regard to the liquidator and the auditor in liqui-
dation. .

If the society is adjudged a bankrupt during the liquiclation or
within two years after its end, the bankrupt’s estate shall 1.1ave the
right to bring an action mentioned in this section. Spch action s]lfll[
be instituted within one month from the creditors’ last day to file
their claims in bankruptcy, except in cases mentioned in subsec-
tion 3.

§ 127.

Notwithstanding any other provisions on jurisdiction in civil
cases, an action mentioned hereinbefore in § 126 may be institutec
at the court at the society’s domicile.

The court mentioned in subsection 1 shall be competent to try
also an action on damages based on crime.
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§ 128.

1f a cooperative society has, according to § 103, passed a reso-
Iution for liquidation and no situation has thereafter arisen which
would have caused the society’s liquidation according to § 102, the
general meeting may, in case no shares have yet been refunded nor
any supplementary payments collected. resolve that the liquidation
shall be recalled.

Before the question on recalling the liquidation is taken up for
consideration, the liquidators shall present to the auditors a report
stating the reasons for continuing the society’s activities. The
auditors shall give their opinion on the report as soon as possible.
The report and the opinion shall be displayed for the members for
at least one week before the meeting, and they must be presented
to the meeting, too.

§ 129.

A resolution to recall the liquidation shall not be effective if not
made in the way mentioned in § 103.

When the liquidation has been resolved to be recalled, the liqui-
dators shall without delay summon a general meeting to elect the
board of directors and the auditors.

The board of directors shall deliver a notification on recalling
the liquidation to the Trade Register.

§ 130.

When the liquidation has been recalled. the public citation to the
creditors of the society, mentioned in § 11, shall he inoperative.

§ 131,

If a petition in a matter mentioned in this chapter has been given
to a court, a county judge. or the presiding judge of a city court.
but the court or judge holds that the petition, as being made to a
court without jurisdiction or for some other reason, shall be dis-
missed without considering the merits, such order shall be written
upon the documents, which shall be returned to the petitioner.
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§ 132,

Appeal may be taken from an order by a county judge or the
presiding judge of a city court according to tlie provisions regar-
ding appeals from the judgments of a court of first instance.

The matters. handled by a county judge or the presiding judge
of a city court, shall be, without writing any record thereon, entered
to the docket of bankruptcy cases.

Chapter 14

Certain Provisions Regarding the Bankruptcy of a
Cooperative Society, and Liquidation to
Prevent Bankruptcy

§ 133,

In case a cooperative society has been forced to suspend its pay-
ments or if its debts exceed the assets, the board of directors of the
society shall petition that the society be adjudged a bankrupt.

If the members of the society are liable to supplementary pay-
ments and the debts can be paid off by collecting such payments,
the board shall, in stead of a petition that the society be adjudged a
bankrupt, make a petition to the court for an orcer that the society
be liquidated. If the petition is granted. a short time shall be set
within which the society shall elect one or more liquidators and
they shall make the notification mentioned in § 111 to the Trade
Register. at the risk that the court will appoint the liquidators. If
it is no court day, the county judge or the presiding judge of the
city court shall handle the matters mentioned herein.

The provisions of §§ 131 and 132 shall be applied in regard to
matters mentioned hereinbefore in subsection 2.

§ 134,

lf it appears during the liquidation of a cooperative society that
the debts exceed the assets, the liquidators shall, except in case tlie
members are liable to supplementary payments, immediately petition
that the society be adjudged a bankrupt.
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Chapter 15 contains provisions in regard to

p.erative society in liquidation a bankrupt the m
liable to supplementary payments.

adjudging such coo-
embers of which are

§ 135.

During the bankruptcy of a cooperative society, the society, as
the bankrupt debtor, shall be represented by its board of (lirect,m;
or tl.le provisional managers mentioned in subsection 2 of § 106 or‘
the liquidators, in case such managers or liquidators had been elected
before the commencement of the bankruptcy. There may, however
b.e (?lected in appropriate order a hoard of directors to r’eplace thé
liquidators, or new members to the board, or new liquidators.

§ 136.

If no assets are left over after the bankruptcy proceedings have
been c_omplete(l, the society shall be deemed as dissolved at tTle time
at which the bankruptcy administration presented its final accounts:
and the bankruptcy administration shall deliver a notification thereol:
to the Trade Register.

It any assets are left over after the completion of the bankruptcy
pro_cee(!mgs, and if the society was not in liquidation at the time at
which it was adjudged a bankrupt, the board of directors shall con-
vene a_g.eneral meeting to decide whether the society shall continue
x.ts :‘tctl\.nties or whether it shall be liquidated. If the society was in
liquidation at the time at which it was bankrupted. the provisions
of subsection 1 of § 125 shall be applied.

Chapter 15

Collection of Supplementary Payments

§ 137.

If i.t appears during the liquidation of a cooperative society that
the society’s debts exceed the assets, the liquidators shall, in case the
meﬁmbers are liable to supplementary payments and the debts can be
paid _off by collecting such payments, immediately summon a general
meeting to resolve on levying such payments. (
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The liquidators shall present to the meeting a written report on
the society’s situation, a list on the assets and debts, containing the
assets according to their sale value, too, and an assessment plan,
based on the said value, on the supplementary payments to be
collected.

If the general meeting does not resolve that supplementary pay-
ments shall be levied, or if, after the meeting has resolved such pay-
ments to be levied, the whole amount of the deficit has not been
collected to the society within sixty days from the meeting, the
liquiclators shall forthwith petition that the society be adjudged a
bankrupt.

§ 138.

If a cooperative society is adjudged a bankrupt after the general
meeting has resolved that supplementary payments shall be levied,
the execution of such resolution shall not be continued.

§ 139,

The provisions of §§ 137 and 138 shall, with the necessary modi-
fication, apply also in case the society has been ordered to be liqui-
dated by virtue of paragraph 2 of § 133.

§ 140,

If a cooperative socicty the members of which are liable to
supplementary payments has been adjudged a bankrupt, and if its
assets, after the good debts have been collected and other uncontested
assets have been realized, do not suffice to fulfil the society’s obli-
gations, the trustees in bankruptcy shall make out an assessment pl:.m
on the supplementary payments to be collectedd to cover the deficit.

§ 141.

If the liability to supplementary payments is different in regard
to various obligations and the amount collected does not suffice to
fulfil all obligations, the collected payments shall be allotted among
the various groups of obligations according to the grounds which,
according to the by-laws, shall be observed at the assessment of the
supplementary payments.
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§ 142,

In case the liability to supplementary payments is unlimited,
there shall be assessed, at the assessment to be instituted according
to the provisions of this chapter, on each member the amount falling
on his lot when computing per capita among those members
upon which the assessment shall take place. If the by-laws stipulate
some other ground for the assessment, it shall be observecl.

§ 143,

At the assessment of the supplementary payments, mentioned
hereinbefore in §§ 137 and 140, there may be assessed, within the
limits of the liability of the members, in addition to the amount

n eeled to cover the deficit, an amount not larger than 25 per cent.
of the said deficit.

§ 144,

An assessment plan on supplementary payments, made out by the

trustees in bankruptcy, shall be presented at an appropriately sum- .

moned creditors’ meeting. The members of the society, too, shall be
called to such meeting, in the manner provided for in the by-laws in
regard to communications to the members.

§ 145,

If a member wishes to challenge the assessment plan mentioned
in § 137, he shall institute an action against the society within thirty
days after the assessment was presented at the general meeting.

A creditor or member dissatisfied with an assessment plan made
out by the trustees in bankruptcy, shall institute his action with a
summons served upon the trustees in bankruptcy within thirty days
from the creditors’ meeting where the plan was presented.

§ 146.

As soon as the assessment plan has been presented according to
§§ 137 or 144, the liquidators or the trustees in bankruptcy shall, in
the manner provided for in the by-laws in regard to communications
to the members, demand each member to pay the amount assessed
on him within thirty days from the service of the demand. The pay-
ments remaining unpaid shall be collected by the distrainer on peti-
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tion by the liquidators or the trustees in b{mkruptcy and on bafsnls
of the assessment plan, in the manner provided for e>fecut1011 of a
final judgment. Such collection may Fake place even if the aisessl-
ment plan has been challenged. hut_.‘ in such case. the amount col-
lected may be paid out by the distrainer only against pledge or per-
sonal surety.

§ 147,

If, according to a certificate given by the distrainer, the amount
assessed on a member cannot be immediately collected from him,
the liquidators or the trustees in bankruptcy shall assess the lacking
amount upon the other members within the limits of their liability,
and. collect the amounts thus assessed according to § 146.

§ 148,

If, in case a resolution to levy supplementa'ry payments .mentlolncd
in § 137 has been adopted, a member has paid to the s.0c1ety a- l?nr—
ger supplementary payment than the amount due from him ztlcu[)xfc n%
to the assessment plan, the excess payment shall be refup e ro]
the means, it any, collected from other members according tofhe1
plan, If the society has been adjudged a bankrupt befor.e such refunc
has been paid, the lacking amount sl.mll be observe.d in t.he {:ss;f%l;
ment plan made out by the trustees in bankrt'thcy, and ]1t sha e
“paid to him from the means collected on basis of the plan, as X

as such payment is possible without violating the creditors rights.

§ 149.

In the case mentioned in subsection 1 of § 49, the provisions
hereinbefore in this chapter regarding a member shall be applied
in relation to a former member or such member's estate.

Chapter 16

Amalgamation of Cooperative Societies
§ 150.

Cooperative societie’s may conclude an agreement that a soctl;aty,
i ¢ y 1er,
hereinafter called the transferor society, shall be merged to ano



hereinafter calleq the transferee society, iy

l.nemberS of the transferor society beconie, upon conditi t

mn the agreem_ent, members of the transferee sociefy 1n((lmtsh'15ta:led
transferor society ceases to exist without the ordinarjy li ui(cht' )
procedlure, as the transferee society obtains all the 1ssetq f( I?H
transferor society and becomes liable for the latter’s(debtss e

the manner that the

§ 151.
An amalgamation agreement sh

neral meeting of the transferor soci
thereof,

The following documents shall be presented at the meeting and

displayed for the members
of the transferor societ
week before the meeting : YRE

all not be concluded if the ge-
ety has not accepted a proposal

ast one

a cgmplete proposal to the amalgamation agreement :

FOI)IC,S of the ba]ance-sheets, profit and loss
auditors’ reports of the both socie
year;

‘ accounts, an(
ties for the preceding financial

. a report signed by all members of the board of directors of th
tumsferor' s.ogety, containing a statement on all matters whj le
nay be =s.1g1]1»f1cax1t in regard to the suitability of the proposal; “C}

an option by the auditors of the transferor society on pthec r’e;(;]rct

. i

§ 152

' a proposal to amalgamate shall be
' luti amq : effec-
tive only if it has been concurred in by all members or if it has

been passed at two consecutive general meetings, receiving at t|
s‘econ(l meeting at least two-thirds of the number ,of votes ricordelle
buch. concurrence may also be declared in writing  before thLe'
meetmg'.'I'f the by-laws contain other stipulations in addition t
the provisions herein, they shall be observed, too. ’

A resolution to accept

' § 153.
. VVlthi}l four months after the general meeting of the tr
teror society has resolved to amalgamate or, in case the resoluztl'ns-
has been challenged, after the action has been rejected by a fi::;]:
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judgment, the boards of directors of the both societies shall peti-
tion the court at the domicile of the transferor society for per-
mission to the amalgamation. Two copies of the minutes of that
general meeting of the transferor society where the proposal to
amalgamate was accepted, shall be appended to the petition; and
those minutes shall contain the complete proposal to the amalgama-
tion agreement; and a list, signed by the board of directors of the
transferor soicety, over that society’s known creditors, with infor-
mation of their post-office addresses, shall also be appended to the

petition.

§ 154.

The court shall, by a public announcement, request all creditors,
who will reserve themselves a right to get their claims paid by the
transferor society, to notify the court thereof at a fixed day after
the course of six months. The announcement shall be immediately
displayed at the court’s door and published three times by the court
in the Official Gazette, for the first time at least five and for the
third time at least two months before the said fixed day. The Pro-
vincial Government and all known creditors shall be separately
notified about the announcement, and such notice shall be sent by
the court to each creditor in Finland at least one and to each cre-
ditor abroad at least three months before the said fixed day. If the
court is satisfied that the claims of the creditors who have made
the reservation mentioned hereinbefore have been paid off or that
a security approved by the court has been rendered for them, the
court shall grant its permission for the amalgamation.

§ 155,

Within six months after the court has granted the permission
mentioned in § 154, the boards of directors of as well the trans-
feror society as the transferee one shall make a return of the
amalgamation to the Trade Register. A copy of the amalgamation
agreement, the court order in original or a copy thereof, and a
certificate that the order is final, shall be appended to the return.

If no return has been made in persuance of paragraph 1, the
amalgamation agreement shall be inoperative.
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§ 156,
The amalgamation shall be deemed
heen entered to the Tracle Register.

§ 157.

Even if a cooperative society is in liquidation, it shall not be

prevented from amalgamating with another cooperative society,

§ 158.

Any member of the transferor society who has not concurred in
the amalgamation proposal, shall be entitled, with the effect men-
tioned in § 64, to resign from the society within thirty days from
the final resolution of the general meeting, even in case the by-
laws restrict the right to resign.

If a member mentioned in subsection 1 has, within the time
prescribed therein, resigned from the society or if his membership
has for any other reason ceased within the said time, he or his.
sucessors shall be entitled to be refunded by the transferee society
immediately after the amalgamation with the whole amount pai

up on his share. A person whose membership has ceasec| earlier

shall have a similar right to receive a refund on his share, in case

there was no day of closing the society’s accounts after the men.
bership ceased but before the general meeting finally resolved
to amalgamate,

If the membership has ceased later than mentioned in sub-
section 1, the right to receive 2 refund on the share shall be ceter-
mined according to the grounds which by virtue of §§ 30—32 apply
in relation to members of the transferee society. The same pro-
visions shall be applied in case a person's membership has ceased
after he had concurred in the resolution to amalgamate.

Chapter 17

Liability for Damages
§ 159.

If a cooperative society or any member thereof hus suffered any
damage Dbecause of a resolution of the general meeting, whereby

as completed when it has.
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‘the members participating in it have obtained for thems'el.ves.or
another evidently unjust benefits, those who have, by participating

i i s
in the resolution, caused the damage intentionally or by gros
negligence shall compensate such damage.

§ 160.

A member of the board of directors, another repre.sentatxve o
the society mentioned in § 75, adminis..tratO}' of' th.e society lzllentlo:
ned m § 80, auditor, liquidator, auditor in II(PJILIEIUOI], an Pr?
visional manager mentioned in § 106, shall be l'mble to thel:( sgnctlzn):
for any damage caused to the society by them in their task, i
tionally or negligently.

§ 101. -

A member of the board of directors and any one else mentloge;l
in § 160 shall compensate any duma.ge caused by the{nlto‘ a mlil\l\l/ c;r,
a creditor of the society, or a third person, by violating Iz
the by-laws, intentionally o1 negligently.

§ 162. '

If a person, liable for damages according to §§ 160 or l()lt,. 1s
uilty of slight negligence only, the amount of th'e c.ompensalxc;n
viny be recuced if such reduction be considered fair in regard to

the extent of the damage and othgr cirsumstances. wed by
If a damage mentioned in thns.c.hapter has beelll1 ca sed o
several persons, they shall b(; ltilable lj0:1%:6:11nidslfcv;iaqzéogding ”
that if the liability of any of them 1a , ] i
: ion 1, he shall be liable only with th‘e ‘.11}1ou11t thus redu
i‘f Stfg:i\?:en,those liable for damage§, t.he lmbll.nty sh‘:lll b:x;::;di:;
according to what is considered fa{r in regard to the
guilt of each of them, and to other circumstances.

Chapter 18

Particular Prouvisions
§ 163.

. L N
The memorandum of association (§ 4). applilcatlofn for fl;lrexof
bership (§ 19), notice of resignation (§ 20). notice of trans
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share (§ 23), application by a deceased member’s successor for

membership or notice by such person that he will use the right to

join (§ 25), and the declarations, mentioned in §§ 56, 63, 103, and
152, to join in a resolution, shall be attestec by two persons. If the
members are liable to supplementary payments, a notice of resig-
nation shall be made in duplicate; one of the copies shall be return-
ed with a note about the time at which the notice had been received
by the board of directors or by the person appointed by the board to
receive such notices.

The signatures of a notification to the Trade Register, in case
such notification is delivered by proxy, and the signatures of the
persons authorized to sign for the society, in a notification regar-
ding such authorization, shall be attested in the manner provided
for in subsection 1.

§ 164.

In addition to the provisions in this Act, the provisions separa-
tely enacted shall be applied in regard to the notifications about a
cooperative society to the Trade Register. In case a notification,
regarding a change in the membership in the board of directors
or in the authorizations to sign for the society, shall be made, the
person whose membership or authorization has ceased, shall be
entitled to make such notification.

§ 165.

In case the by-laws of a cooperative society provide that any
controversies between the society, on the one hand, and a member
of th.e board of directors or another representative of the society
mentioned in § 75, a liquidator, or a member of the society, on the
other hand, shall be decided by arbitrators, such provision in the
by-laws shall be of equal force as if the parties had agreed to
refer the controversy to arbitrators.

Helsinki, 28th of May, 1954.

President of the Republic:
J. K. PAASIKIVI

Minister for Trade and Industry Penna Tervo.
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Model Rules for Small Co-operative

Dairy Societies,

§ L
The name of this Co-operative Society shall be the ............ Name and
Co-operative Dairy, and its domicile the commune/town/market town domicile

of —— — — — — — :

§ 2.

The object of this Society shall be to support its members’ agri- Sphere of
culture by carrying on a dairy business, utilise and market members’ activity
dairy products and otherwise promote and develop members’ milk-
production.

The Society may, should the general meeting of the Society so
decicle, extend its activities in the utilisation, selling, and other
business to other branches promoting and supporting members’ dairy
industry anc agriculture and provide professional motor transport
for the service of members.

The services of the Dairy Society are also available to non-
members. unless the general meeting of the Society otherwise
determines.

§ 3.

A person wishing to become a member of the Society shall sub- Admission
mit a written application witnessed by two persons to the Board of ©f members
Directors of the Co-operative Society. The Board deccides regarding
admission of a member,

5



66 67

If the Board does not accept applicant as a member, the Board §7
may submit the matter to the general meeting of the Society for ) t
e The general meeting of the Society shall have the power to Extraordi-
pass a resolution that there shall be collected from the members an nary pay-
extraordinary payment as a loan for the improvement of the financial ?;ﬁ;t (')[f' the
§_ 4. . _ standing of the Dairy Society during the activities of the Society.  members’
Shares A member shall take up at least one share against each quantity The loan shall be levied on the members proportionately according loan

of 2 000 litres of milk delivered by him annually to the Dairy Society.,
in any case no less than one share.

The number of shares shall be controlled at least every second
year.,

either to the number of shares or to what extent each member avails
himself of the Society’s services or on the basis of both these consi-
derations.

During each financial year such a loan may be assessed on a
member, to be paid in one or several instalments at most to a total
amount equal to the total nominal value of the member’s share.

§ S. !
Value of The value of one share shall be ( ) marks. Of The amount of the loans collected shall be repaid to the members
share each sh'lr;: (‘ ‘) (m'trks sln]lbe 'p.w.id iﬁ]ﬁ;e(liqéely 'The at the earliest after the lapse of one year and not later than after ten
remainder shall be collected at the times fixed by the Boar;l by years counted from the end of the financial year during each item of
. . . . : I the loan has been collected from the members. If the member’s
instalments either retained from the milk accounts or otherwise in . . . .
o . . membership ceases before this, the loan shall be repaid to him at the
ready cash, within a period of five (5) years. i . .
same time as the amount of his shares. The loan may be repaid on
the same general conditions as the shares.
§ o. The general meeting of the Society shall, within the limits deter-
Entrance For each share taken up by a new member and each additional mined in this section, decide how much, on what basis, by which
fec share subscribed for by a member an entrance fee shall be paid. instalments, within which time and on what terms each time loans

The heir or other successor of a deceased member who has
succeeded to the ceceased’s share as well as a member’s descendant
or adopted child to whom the member has assigned his share is
exempt from the payment of the entrance fee. In other cases of
assignment the entrance fee shall be paid.

The general meeting of the Dairy Society shall have the power to
prescribe that no entrance fee shall he collected for additional shares
of a certain kind or for additional shares in general.

The entrance fee which shall not exceed ............ (....)
marks, shall be fixed by the Board annually to an amount equal to
the ratable part of one share in the reserve fund augmented with the
additional value, if any, which the assets of the Society are estimated
to actually have in excess of their book value.

The entrance fee shall be collected, in accordance with detailed
directions given by the Board either by deducting it from the milk
account or otherwise in ready cash within a year.

The entrance fee shall not be repaid.

shall be levied on and be repaid to members; otherwise the Board
shall decide on the loan.

§ 8.

The general meeting of the Society may resolve that the members Other

shall make on extraordinary payment for the purchase of real estate,

for renovation and reparation of buildings or for the acquirement of payment

new machines and equipment.

This payment, to be collected from the members according to the
number of shares, may be required from a member during each
financial year in one or several instalments to the maximum amount
of half the nominal value of the member’s shares.

Whenever the general meeting resolves that an extraordinary
payment be levied the meeting may at the same time prescribe that
the payments to be collected shall be either entirely or partially refun-
ded to the members, as well as when such repayment shall be made or
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shall earliest be made. The sums thus to be refunded may be repaid
on the same general conditions as the shares.

The sums collected, which the general meeting has not, in connec-
tion with the resolution to levy them, prescribed to be returnable,
must not be repaid to members, but they belong to the Society
outright,

The general meeting of the Society shall within the limits referred
to in this section determine how much, on what basis, by which
instalments and within which time each pyment shall be taken from
and be refunded to members; otherwise the Board shall decide on
the payment.

A resolution of the general meeting of the Society to levy or to
repay an extraordinary payment referred to in his section shall be
effective only it has received at the meeting at least two-thirds of
the number of votes recorded.
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A member who, either entirely or partly, neglects the duty
referred to in clause 1 shall pay to the Society in compensation a
sum equal to at least the total amount paid by him on his shares the
total amount which, according to these rules could be collected from
him as payments for shares.

This compensation, which is not dependent on whether or not
the Society has suffered any loss, shall be fixed by the Board.

§ 11,
A member is obliged:

1) to carefully observe the general instructions issued by the obligations
of member

Board regarding the tending, feeding and milking of cattle, the
handling, keeping and transport of milk etc.;
2) to permit an inspection at any time, by the Board or a person
empowered by it, of the member’s animal husbandry and dairying;
3) to follow the instructions which the inspectors or the Board

§ 9%). consider necessary as a consequence of the inspection;
ll:e;sl:)lrtml f The members are personally liable for the obligations and other 4)_ to inform the Bf)ard of any outbreak of infectious diseases
e IO . affecting humans or animals;
member debts of the Society. _ . ) .
5) not to deliver to the Society the milk of a cow suffering from
an infectious disease or which has been treated by penicillin or some
§ 9%). other medicine comparable to it which can de detrimental to the
Supple- The members are personally liable for the obligations and other products of the dairy society, and not to deliver the milk of newly
mentary depts of the Society to a maximum of .......... (....) marks per calved cows earlier than five days after the calving; and
UL share[member. 6) to otherwise observe in his household the regulations regar-
Within the limits of this supplementary liability the members are ding general hygiene.
personally liable for the obligations and other debts of the Society If a member does not observe the directions and the instructions
after the Society has gone into liquidation or has been adjudged a stipulated in this section and does not heed a warning, the Board
bankrupt, should the Society’s own assets be insufficient for the shall have the power to order that the Society shall not accept the
payment of debts. member’s products for a fixed period or until improvement has
*) The alternative not approved to be deleted. occurred.
§ 10, § 12.
. . ) The initial price of milk or cream to be paid for each month Price and
4 A ber shall deliver to tl ty’s Dairy for a later settle- . ! . .
Gl d S e R Spc1e yo aly for a fater, shall be fixed during the following month on the basis of the butterfat Payment of
duty to ment all the milk and cream from his cattle neither used in his own £ mil e i o] he Society’s Produets
avail him- . 1is ]abourer’s household nor by permission and on the conditions il il 3 cream g ot ee Lo S ocichis
self of the products for the month in question.

services of iixed by the Board- sold for consumption in the immediate surroun-

the Society dings For skimmed and sour milk and other products supplied to
e Society .

members a price to be fixed by the Board shall be charged.
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In fixing the price of milk and cream, their quality shall also be
taken into consideration in the manner prescribed by the Board.

After the initial price has been fixed and the initial settlement
calculated, the initial price shall be paid to each member as soon
as possible,

The final price shall be fixed and the final milk account settled
before the drawing up of the balance sheet for the calendar year in
(uestion.

Advance payments against account may be made if the Board so
decides.

§ 13.
Reserve and  1he reserve fund of the Society shall be accumulated until it
other funds equals at least three times the share capital.
So long as the reserve fund does not amount to the said minimum
sum, there shall be allocated to it:
1) the entrance fees and the compensations to be paid by
nmembers; and
2) such a part of the annual surplus as shall be stated hereinafter.
Besides the reserve fund the Society may also have other funds.

§ 14.

Surplus Of the annual surplus, at least one fourth shall be transferred to
the reserve fund until it has reached its full amount, in no case less
than one tenth of one per cent of the annual sales of the Socicty.

The remainder of the surplus shall be used by resolution of the
general meeting of the Society, for the Society’s own needs, for
distribution to members, or for grants for the promotion of dairy
business or agriculture or for purposes of public utility.

The surplus to be given to members shall be distributed to them
in the first instance according to the extent each member has availed
himself of the Society's services during the financial vear under
review.

Surplus may also be distributed to members, either entirely or
besides the manner mentioned in the preceding clause, by paying
on the amounts paid for their shares before the beginning of the
past financial year, of the surplus an interest at a rate not in excess
of the interest rate on the savings account of the co-operative credit
societies.

§ 15.

The ordinary general meeting of the Society shall .be held twice i\;lleetsing.stof
a year on the dates fixed by the Board: the Spring meeting before the the SOCIELY
end of May and the Autumn meeting before the end of Nov@nber.

At the Spring meeting the following matters shall be considered:

1) presentation of the annual report of the Board, the balance
sheet and the auditors’ report; _ ' '

2) confirmation of the balance sheet for the preceding financial
year; _

3) granting of discharge to the Board members for the said
accounting period;

4) allocation of the surplus; and .

5) any other matters mentioned in the call to the meeting.

At the Autum meeting the following matters shall be considered:

1) presentation of the report of the Board on the activities of the

Society for the first half of the current year;

2) fixing of the remunerations of the Board members and auditors
for the following calendar year;

3) election of members to the Board; .

4) appointment of one or more members of the Bozu'.d to sign,
together with the manager, the balance sheet and the profit and loss
account; . '

5) election of at least two auditors and their deputies for Fhe
following accounting period. one of whom shall be a representative
of the Dairy Union; und ‘

6) any other matters mentioned in the call to .the nieeting.

An extraordinary general meeting of the Society shall be h.eld,
whenever considered necessary by the Board or otherwise required

by law.

§ 10. _
The notice convening the general meeting of the Society shall Notice .
iné convenin
be given to members at lea'st seven.(7) days before the meetlmg.by Tmeetings
means of an announcement inserted in at least one newspaper having 5,4 other
4 wide circulation among members or approved by the general potifications
meeting of the Society, and moreover displayed on the wall of the

Society’s dairy.
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Other notifications to members shall be given either by announ-
cements postec on the wall of the dairy or in a testifiable manner in

writing.

§ 17.

The Board of Directors shall consist of ( )
members who are elected from among the members of the Society for
three calendar years at a time. -

A mem!)er of the Society who does not regularly take advantage
of the services of the Society shall not he a member of the Board.

One tl?l]‘(l of the Board members shall retire annually, first hy lot
and then in rotation. ' -

. The .Bonrd shall appoint from its own number 2 chairman and a
vice-chairman for one calenclar year at a time.

§ 18.

The Board forms a quorum if there are present more than one
half of the total number of members. Matters shall not be taken up
for consideration, unless, as far as is possible, opportunity to parti-
cipate in their consideration has been given to all Board members.

At Board meetings the decision shall be the opinion supported by
the majority; and in the event of a tie, the chairman shall have thc
casting vote.

At the meeting, minutes shall be kept and be signed by all the
Board members present. The minutes shall be kept annually in
numnerical order and held in custody by the Board.

The Board meets at least once a month at the invitation of the
chairman and, among other matters, has the task of:

1) fixing the price payable for products supplied to the Society:

2) supervising the management of the Society’s finance, bookkee-

pig and stock of products, or appointing some of its members to -

carry out such inspections from time to time;

3) appointing clelegates to the meetings of other associations at
which the Society may be represented only hy a person empowered by
the Board; and

4) dealing with other matters within the authority of, and
requiring measures by the Boardl.
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§ 19,

The business transactions of the Society are conducted by the Manager
manager of the Society, who shall be engaged and dismissed by the
Board. The manager shall act as secretary at the board meetings.

§ 20.

The Board may grant the right to sign for the Society to the Right to
chairman, the vice-chairman, or the manager, either so that each of sign for the
them: may sign separately, or so that two of them sign conjointly. ;‘;?p:‘;’gu_
The Board has also the power to grant the right to sign per patione

procuratione.

§ 21.

The date of the closing of the Society's books is the last day of Financial
year and

1 balance
sheet

the calendar year.
The balance sheet and the account books shall be compiled anc

the report of the Board and other necessary documents shall be
submitted to the auditors for inspection a month before the ordinary
Spring meeting of the Society, in no case later than before the end
of March.

§ 22.

The auditors shall for each accounting period submit a written Audit and

report on the management and accounts of the Society to the Board, report
5 : . . hereon

at least a week before the ordinary Spring meeting of the Society.

The auditors’ report shall contain a statement on the result of
the auditors’ inspection and a statement as to whether there is reason
for any remark on the balance sheet, the bookkeeping of the Society,
or otherwise on the conduct of the Society’s business transactions.

The auditors’ report shall contain a special comment on

the approval of the balance sheet,

the granting of clischarge to the Board,

the proposal made by the Board regarding the surplus or loss
and as to whether the proposal of the Board contains the obligatory
transfers to the reserve fund.

If the book value of an item of property, intended for constant use
of the Society, has been increased in the orcler prescribed in the
Bookkeeping Act, that too, shall he separately mentioned in the
auditors’ report.



Hypothec
for debt

Member’s
withdrawal

Rights of
successor

of deceased
member

Expulsion
of member

74

*) In addition the auditors shall, on basis of the register of
members, the applications for membership, the notices of resignation,
and the minutes, state in their report the number of members and
shares and any changes, occurred therein during the financial year.,

*) This last clause to be deleted in case the members of the
Society are not liable to supplementary payments,

§ 23.

The Board shall have the power, without the permission of the
general meeting of the Society, to grant a hypothec for debt on the
Society’s real property, or buildings on leasehold with leasing rights,
If however, the debt for the security of which the hypothec is applied
for by one and the same application, exceeds ......... ... (....
marks. the hypothec may be granted only by leave of the general
meeting of the Society.

§ 24.
A member shall not resign from the Society before at least two
years have passed since his admission to membership,

§ 25.

The heir or other successor of deceased member to whom the
right to his shares has been assigned, is entitled to become a member,
as far as there are otherwise prerequisites for his admission to
membership.,

The successor wishing to take advantage of this right shall advise
the Society thereof within a vear from the date of (eath,

§ 26.

A member may be expelled from the Society :

1) if. having received a warning, he does not in time make cue
payments to the Society or fulfill other membership obligations :

2) if he entirely or partly ceases to take advantage of the services
of the Society;

3) if he causes substantial damage to the Society or otherwise
acts contradictory to the interests and objects of the Society;

4) if he is adjudged a bankrupt or placed under guardianship !

The expulsion of a member shall be decided hy the Board.
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Decision of expulsion may be submitted for the consideration of

the general meeting of the Society but not to any court.

§ 27.

i i i iqui iety Dissolution
A resolution to voluntarily dissolve and liquidate the Soc yof sol

g ' - o . he A
shall be effective only if concune(.l in by all the'meml.)m‘s' (?f t * Society
Society, or- if passed at two consecutive general meetings, receiving a
the second meeting at least two-thirds of the number of votes

recorded. _ N
The call to the second meeting shall not he issued before the first

nieeting has been held, _ . '
If neither be an ordinary general meeting there shall be an

interval of one month between them,

§ 28 .
If the Society be dissolved, the general meeting of the Society Allocation

i of assets on
shall decide how the assets amassed by the Society shall be used. Rk

In so far as it be decicled to distribute the assets among membe.rs, of a Society
this allocation among them shall be made on the basis of the pr ol-
portional figures obtained. when the number of shm:es ownfed by e;tm
member is multiplied by the number of years during which he has
been a member of the Society. The membership .of a member who 112}5
joined the Society in consequence of an assignment of shares is

calculated from the admission to membership of the assignor. .
If the saving is not distributed. it shall be used for the promotion

of dairy industry or agriculture or for purposes of public utility.

§ 29.
Disputes between the Society on one side. and a member of the Arbitration

Board or another representative of the Society, a liquidator (?r"a
member of the Society on the other side shall be settled by arbitra-

tion, in compliance with the Arbitration Act.

§ 30.
1. A resolution to alter these rules is effective only, if the resvlu- Alteration
tion has been passed at two consecutive general meetings of the of rules
Society. receiving at the second meeting:
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a) all the votes recorded, in case the resolution concerns a
member’s right to resign from the Society, or limits the member's
right to the Society’s assets or surplus;

b) at least three-fourths of the number of votes recorded in case
the resolution purports to make a substantial alteration in the
Society’s objects, or to establish a liability to supplementary or

extraordinary payments, or to increase such Liahilities, or to alter
the grounds of computing such payments;

c) at least two-thirds of the number of votes recorded, in case

the resolution purports to increase the value of shares,

2. A proposal to alter the rules in any way other thap those
referred to hereinbefore in this section, need not be discussed at
more than one general meeting ; and the decision then made is valid,
if at least two-thirds of the number of votes recorded have been
given for the proposed alteration,

3. If such a proposal is made for the alteration of the rules
which, according to the aforesaid clauses (a), (b) and (c) of
subsection 1 of this section shall be discussed at two consecutive
general mieetings, the substance of the proposal shall at least 30
days before the first meeting, be brought to the knowledge of the
members of the Society in the manner prescribed in these rules for
the giving of notice.

Call to the second meeting shall not he issue before the first
meeting has been held.

If neither be an ordinary general meeting, there shall be at Jeast
an interval of one month between them,

§ 31

Otherwise the Co-operative Societies Act i force shall be
applied.

Model Rules for large Credit Societies

Rules of the Co-operative Credit Society

§ 1.

The name of this Co-operative Credit Society is Co-operative Name,

Credit Society .. Its domicile is the commune, market gg?igiilsetrict
redi micile
town, town of ....... ~.and its district is ...
§ 2.

The object of this Credit Society shall be, in order to supgort Eggiireess()f
its members' household or trade by serving them, to carry 'on 01t-;
rowing and lending business, to handle and to take care of paymen .l

i i asure and to attend to securities anc
and collection of claims, to treasur
other property, and also to carry on other monetary and payment
transactions and to perform other tasks which are in close connec-
tion with the said operations. |

The Credit Society’s services may be usetl. by non-membfrs, ttoli)e
as far as allowed by the Co-operative Societies Act, unless
Boar i I ides.

Board of the Society otherwise (ICC‘I »

The general meeting of the Society shall each year prescnbel t:;e
maximum aggregate amount of the deposits and loans, a.ccept‘e(l v
th(e Credit Sgciety and its other obligations, as well as thF th]gf |es:

! igatl ron
sum to which the debts and other obligations due to the Society
a member or another customer may amount.
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§ 3.

Admission Each trustworthy person who with care manages his household

to mem-

bership and trade and is living in the district of the Credit Society may be

:1dmitt.e(.l as a member of the Society. In exceptional cases, per-
sons living outside the district may also be admitted. A legally com-
petent corporation may also be admitted as a member. An individual

who is a member of another co-operative credit society shall not be

admitted to membership.

A person wishing to join the Credit Society shall submit to the

Board of Management an application in writing witnessed by two.

persons.

If the Board of Management does not accept the applicant to.
membership, the matter may be submitted by the Board of Manage-
ment for decision by the Board of Administration,

§ 4.
Value of A member shall take up at least one share of the Society to the
shares value of ............ (....) marks.

The share shall be paid in a lump sum when joining the Society.

§ 5.

Entrance A member shall pay an entrance fee of marks to the Society.
fee The entrance fee shall be paid in a lump sum when joining the
Society.
The entrance fee will not be repaid.

§6.%)
Supplemen- A member is personally and without limit liable for the obliga-
:?El‘y liabi- tions and other debts of the Credit Society in the event that, after
1ty the Credit Society has gone into liquidation or become bankrupt, its
own assets are insufficient to meet its debts.

§6.%)
Supplemen- A member is personally liable for the obligations and other debts
ﬁ;y liabi- of the Credit Society in the event that, after the Credit Society has
gone into liquidation or become bankrupt, its own assets are insuf-
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ficient to meet its debts, in no case, however, to a higher amount than
the sum obtained by dividing one-fifth of the total amount of the
debts by the number of members.

*) The alternative not to be accepted, shall be deleted.

§ 7.

A reserve fund shall be accumulated for the Credit Society until Reserve and
it corresponds to at least twenty-five (25) per cent of the total amount other funds
of the obligations and other debts of the credit society.

As long as the reserve fund does not amount to the aforesaid
minimum, there shall be transferred to it:

1) the entrance fees, and the deposits which have been retained
by the Society in virtue of the Statute of Limitations and

2) such part of the annual surplus as is mentioned herein after.

Besides the reserve fund, a disposal fund shall be accumulated
for the Credit Society, which may be used, on the proposal of the
Board of Management and by the resolution of the Board of Admi-
nistration for the benefit of the credit society or for purposes- of
general use especially for the promotion of co-operation.

In addition to the reserve and disposal funds the Credit Society

may have other funds.

§ 8.

Of the annual surplus, at least sixty (60) per cent shall be trans- Surplus
ferred to the reserve fund until it has reached its minimum amount
and thereafter at least fifty (50) per cent.

Of the remaining surplus, an interest of at most five (5) per cent
may be distributed to the members who before the beginning of the
financial year have fully paid their shares, in compliance however,
with § 37 of the Co-operative Societies Act. In the event of there
still being any surplus undivided it shall, either entirely or partly,
be transferred to the reserve, disposal or any other fund. or. as
undisposed be left on the profit and loss account.

§ 9.
An ordinary general meeting of the Society shall be held twice General
a year on a date fixed by the Board of Administration; the Spring meetings
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meeting before the end of April and the Autumn meeting before the
end of November.

An extraordinary general meeting of the Society shall be held,
if the Board of Administration considers it necessary or it is other-
wise required by law.

The meetings shall be held at the domicile of the Society, unless
the Board in some particular case fixes as the meeting place another
locality within the district of the Co-operative Credit Society.

§ 10.

At the ordinary Spring meeting. the following questions shall be
discussed:

1) Presentation of the annual report of the Board of Manage-
ment and the balance sheet, the Board’s of Administration statement
thereon and the auditors’ report;

2) Confirmation of the balance sheet for the previous financial
year;

3) Granting of discharge to the members of the Board of Manage-
ment and Board of Administration for the previous financial year;

4) Allocation of the surplus;

5) Discussion of the report on the disposal of loans and adoption
of measures called for thereby;

6) Any other matters mentioned in the notice convening the
meeting.

At the Autumn meeting, the following matters shall be considered:

1) Presentation of the report of the Board of Management on the
activities during the first half of the current financial year;

2) Determination of the maximum amounts of the Credit Society’s
and a customer’s obligations referred to in § 2 for the following year;

- 3) Fixing of the fees of the members of the Board of Administra-
tion and of the auditors for the following calendar year;

4) Election of necessary members to the Board of Administra-
tion;

5) Election of at least two auditors and their deputies to inspect
the management and accounts of the following financial year;

6) Election of one or more members of the Board of Management
to sign conjointly with the manager of the Credit Society the ba-
lance sheet and profit and loss account;

7) Any other matters included in the notice convening the meeting.

&1

§ 11

A general meeting of the Co-operative Society is convened by a Notice
notice given by the Board of Administration, which, for at least 7 convening
days before the meeting, shall be displayed for members on the board ;l:::i '::;fg;ng
on which the public notices of the home commune of the Credit notifications
Society are displayed, or shall be inserted in one or more newspapers
selected by the Board of Administration and having & wide circula-
tion among the members. The matters to be discussed at the meeting
shall be mentioned in the notice convening the meeting.

Cther communications to the members and depositors of the Credit
Society shall be issued in the same manner.

It a matter shall be discussed at two general meetings, the notice
convening the second meeting must not be issued before the first
meeting has been held. If neither be an ordinary general meeting
there shall be an interval of at least one month, between them.

§ 12.
The meeting elects a chairman and two scrutineers from the num- Instructions
ber of the members present, and a minutes keeper. for general

) - meetings
At the meeting, each member shall have one vote. An individual &

shall not vote by proxy. The opinion for which most votes have been
given shall be the decision of the meeting, unless there is in regard to
some matter another stipulation in the Co-operative Societies Act or
in these rules. In the event of a tie, an election shall be decided by lot,
but in other matters the chairman shall have the casting vote.

If more than two persons have been nominated for any task or
duty and nobody has secured the majority of the votes given at the
election, there shall be held a new election between the candlidates
who have been supported at the first election, and the candidate who
obtains most votes shall be considered elected.

If several members shall be elected to the Board of Administra-
tion or otherwise several persons to similar positions or tasks, the
aforesaid stipulations shall be likewise observed.

If a resolution be the result of voting, the minutes shall show how
the votes were distributed.

§ 13.

At the meeting. no one shall neither personally nor by proxy nor Disquali-
empowered by any one else participate in the handling of a matter fication

6
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concerning an agreement between him and the Co-operative Credit § 15.
Society. Moreover he shall not participate in the handling of a matter
concerning an agreement between the Credit Society and a third per-
son, if he may expect therefrom some essential advantage which
might be at variance with the interest of the Credit Society. The

The Board of Administration meets at the invitation of the chair- Meetings of

man or, in his absence at the invitation of the vice-chairman, as the Board of
. Alministra-
often as matters call for or the Board of Management requests, in ¢jon

provisions herein shall correspondingly apply to the matter of a gift
to be given by the Credit Society, and to legal proceedings or other
legal claims against him or a third party.

A member of the Board of Administration or the Board of Ma-
nagement, or a person whom the Board of Management has entrusted
with the conduct of the current transactions or otherwise a certain
part of the management shall participate neither in the decision con-
cerning the confirmation of the balance sheet or the granting of
discharge, if the matter refers to the management for which he is
responsible, nor in the election or dismissal of an auditor nor in a
matter concerning an auditor's remuneration,

Unimpeded by the provisions hereinbefore, the transferee Credit
Society may use its voting right, in a matter concerning an agree-
ment on amalgamation, referred to in § 150 of the Co-operative So-
cieties Act.

any case at least twice a year. The Board of Administration forms
a quorum, if there are present at least two-thirds of the members
including the chairman or the vice-chairman or more than one-half
of the members in case all resolutions are unanimous. Any matter
shall not however, be taken up for consideration, unless an oppor-
tunity to participate in the consideration of the matter has, as far
as possible, been reserved to all members of the Board of Adminis-
tration. The opinion supported by the majority shall be the decision
of the meeting, In the event of a tie, the chairman shall have the
casting vote.

The provisions of these rules regarding disqualification of a
member of the Credit Society to participate in the consideration of
and decision on matters at general meetings shall correspondingly be
applicable to the members of the Board of Administration at their
meetings. )

At the meetings of the Board of Administration, minutes shall
be kept recording the names of those attending, the resolutions pas-
sed, in the event of diverging opinions, the votes given.

The minutes and letters of the Board of Administration shall be

§ 14, . _
Board of The Board of Administration consists of members who are signed by the chairman and the secretary.
Administra- elected from the number of the members of the Credit Society for three
tion calendar years at a time, taking into consideration that the whole § 16.
district of the Credit Society shall as far as possible be represented The Board shall, in addition to the tasks mentioned elsewhere in Tasks of the
on the Board of Administration. The number of members on the these rules: Board of

Administra-

Board of Administration may be increased by a resolution of the tion

1) at the recommendation of the Board of Management, appoint

general meeting to thirty, or to a lesser number divisible evenly by
three.

One-third of the members of the Board of Administration retires
annually, first by lot and then in rotation. The period of a member
who has been elected during the election period expires on the samc
date as that of his predecessor should have expired.

The Board of Administration elects from the number of its
members a chairman and a vice-chairman for one year at a time, and
appoints a secretary.

and dismiss the manager of the Credit Society and when necessary
employ one or several assistant managers and fix the terms of their
remuneration and the fidelity bond to be required from them. Before
the position of the manager or an assistant manager is filled, a
statement shall be required from the Osuuskassojen Keskusliitto
(Central Union of the Credit Societies), for which purpose the
application papers of applicants shall be sent to the Central Union;

2) decide who in the absence of the manager of the Credit Society
shall act as his deputy;
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3) elect the members of the Board of Management and their
deputies if any, and fix their terms of remuneration;

4) when neecessary, by instructions or otherwise determine the
general division of tasks between the members of the Board of
Management;

5) assign the necessary means for the employees' salaries;
6) supervise that the administration and business of the Society

be conducted in conformity with law, these rules and the resolutions
of the general meeting and the Board of Administration;

7) at the recommendation of the Board of Management, decide
on establishment and discontinuation of branch offices. and on their
management and supervision.

8) approve the conditions of borrowing and granting of loans by
the Credit Society;

9) at the recommendation of the Board of Management, approvs
the principles of the balance sheet;

10) decide questions of selling the Society’s real property and
buildings on leaseholds with leasing rights, and of granting hypothecs
for debt thereon.

11) examine the annual report of the Board of Management and
submit it together with its own statement, the auditors’ report, and
the proper explanatiogs, if any such have been required, to the general
meeting of the Society;

12) select the newspaper or newspapers in which notices convening
the general meetings of the Society shall be published:

13) convene the general meeting of the Society and prepare the
matters which, according to law and these rules shall be discussed at
the meetings of the Society or otherwise have been announced for
consicleration.

14) appoint the delegates and their deputies for the meetings
of the Central {federations of the Credit Societies and other associa-
tions,

Further, at least two members of the Board of Administration
appointed by this Board, shall each month carry out the inspections
provided for in the inspection report form approved by the Central
Union of the Credit Societies. As one inspector, the Board of Admi-
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nistration may, however, elect an auditor of the Credit Society. The
inspection report shall be immediately handed over to the Board of
Management and be presented at the following meeting of the Board
of Administration at which the report and the measures called for
shall be recorded in the minutes of the Board of Administration.

In addition, the Board of- Administration shall from time to time
and at least once a year order the inspection by two or more of its
members of the securities and the promissory and collateral deeds of
the Credit Society in order to ascertain whether they are in order
or whether, on account of the reduced value of the collateral or for
some other reason, any debtor should have been given notice or a
new engagement or collateral required from him. On the inspection
carried out, a written report shall be submitted at the next meeting
of the Board of Administration and the report and measures called
for shall be recorded in the minutes of the Board of Administration
The inspection report shall immediately after the inspection be
handed over to the Board of Management.

§ 17,

The Credit Society shall be represented and its business conduct- Board of

ed by a Board of Directors, called the Board of Management, save
as far as the management according to these rules be within the
power of the Board Administration or the manager of the Credit
Society.

The Board of Management consists of the manager of the Society
and other members electecl by the Board of Administration for three
calendar years at a time, The latter shall be members of the Credit
Society.,

There may further be elected to the Board of Management from the
number of the members of the Society as many deputies as there are
members on the Board of Management, excluding the manager of the
Credit Cociety, for three calendar years at a time. The deputies may
be elected as personal deputies of the respective members of the
Board of Administration.

Of the members of the Board of Management and their deputies,
one-third retires annually, at first by lot and then in rotation.

The Board of Management elect from the number of its members
a chairman and a vice-chairman for one calendar year at a time.

Directors
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§ 18.

The Board of Management shall with all intelligence and as
legally responsible supervise the interests of the Credit Society and
concluct its business in accordance with law, these rules, the instruc-
tions approved by the Board of Administration for the Society’s
management anc transactions, and the directions of the general
meeting of the Society.

The Branch Office Committees, if any, act as representatives of
the Board of Management within their districts in accordance with
the directions of the Board of Management and within the frame-
work of the instructions approved by the Board of Administration,

§ 19.

The Board of Management meets at the invitation of the chair-
man, or in his absence at the invitation of the vice-chairman, at least
once a month.

The Board of Management forms a quorum if niore than one-hall
of the total number of its members are present, including the chair-
man or the vice-chairman, Any matter shall not be considered, how-
ever, unless an opportunity to participate in the consideration of
the matter has, as far as possible, been reserved to all members and,
if any of them be prevented, to his deputy, if any.

The provisions of these rules regarding the disqualification of a
member of the Credit Society shall correspondingly be applicable to
the members of the Board of Management at their meetings.

Credit must not be granted without a unanimous resolution by
the Board, if an individual member of the Board of Administra-
tion or of the Board of Management has essential acdvantage thereof:
and notice shall immediately be given of such a resolution to the
chairman of the Board of Administration at its next meeting. Of a
credit granted to the manager or assistant manager of the Credit
Society and of its purpose and security, notice shall immediately be
given to the Osuuskassojen Keskusliitto r.y. (Central Union of the
Credit Societies) which has the right to give orders in regard to the
keeping an supervision of the promissory and collateral deeds
concerning the credit,

§ 20.

The manager of the Credit Society has the task, to personally Manager of
manage and conduct the business of the Credit Society in accordance the Credit
with the instructions approved by the Board of Administration and Bucll
the decisions of the Board of Management.

In case the manager be prevented, a person appointed by the
Board of Administration shall act as his deputy.

§ 21.

The Board of Management appoints and dismisses, after having Employees
heard the manager the necessary employees and fixes their salaries
from the means assigned for that purpose.

§ 22.

The Board of Management may give the right to sign for the Signing for
Society to its chairman or vice-chairman, or to the manager, assistant the Society
manager, or branch office manager, provided that any two of them
shall sign conjointly. The Board of Management may likewise em-
power a person to sign for the Credit Society jointly with one of the
aforesaid persons empowered to sign for the firm or with another
person so empowered.

§ 23.

The Credit Society may accept money cleposits to various siavings. Borrowing
and cheque accounts with or without credit.
The rate of interest is determined by the Board of Management.

§ 24.

At the opening of a deposit account, the depositor shall be given Bankbook
a bankbook or some other certificate signed by the persons who are and deposit
entitled to sign for the firm. The bankbook shall contain the terms Gertificate
on the use of the account.

§ 25.

The Credit Society shall have such a cash reserve as prescribed Cash

. . . . reserve and
in the Act, issued June 4th, 1920, on the Right of Co-operative i

Societies Carrying on Loan Business and their Central Banks to gung
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Accept Deposits on Special Terms, or in any future statute.

The Credit Society shall annually pay for the accumulation of the
Security Fund of the Credit Societies. which is in custody of the
Osuuskassojen Keskusliitto (Central Union of the Co-operative Cre-
dit Socicties), a sum fixed by the Board of Administration of the
Central Union.

§ 26.

Loans and credit are granted by the Credit Society against pro-
missory notes, cheque account agreements, and other obligations.

IFor the loans and credits, and the guarantees granted by the Credit
Society, the Board of Management shall require adequate security,
in the first instance real estate mortgage, a pledge duly deposited or
a personal unconditional guarantee. A hypothec on personalty may
be accepted as security only as a supplement to other sccurity or in
order to protect the claim of the Credit Society. In exceptional cases.
however, a loan may be granted, upon a special consideration,
without security.

The rate of interest on loans ancl the commission rate shall be
fixed by the Board of Management.

A member of the Board of Management shall not he accepted as a
guarantor of loans, credits, or obligations.

§ 27.

The date of the balance sheet of the Co-operative Credit Society
shall be the last day of the calendar year.

The balance sheet shall be ready, and the accounts. the report of
the Board of Management, and the other necessary documents shall
be handed over to the auditors for audit before the end ol February

and not later than a month prior to the ordinary Spring meeting of

the Society.

§ 28
The auditors shall issue a written inspection report for cach
accounting period on the management and accounts at least a week
before the ordinary Spring meeting of the Credit Societv.
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The inspection report shall contain a statement on the result of
the inspection carried out by the auditors and a statement as to
whether there is reason to any remark on the balance sheet, on the
bookkeeping of the Society, or otherwise on the conduct of the
Society’s business.

There shall be a special statement — in the auditors’ report:

on confirmation of the balance sheet.

on granting of discharge to the Board of Management and the
Board of Administration

on the proposal of the Board of Management regarding surplus
or loss; and

as to whether the proposal of the Board of Management contains
the prescribed transfers to the reserve.

If the value of an item of property which is in constant use by the
Society has been written up in the manner prescribed in the Book-
keeping Act, this shall be especially stated in the auditors’ report.

Further, the auditors shall state in their report the number of
members and shares and the changes which in these respects have
occurred during the financial period on basis of the membership list,
membership applications. notices of resignation and the minutes.

§ 29.

A member may be expelled from the Society:

1) if he has not fulfilled his engagements or, in spite of a warning
received, failed to fulfill the cluties due to membership of the Credit
Society;

2) if he has removed so far from the district of the Credlit
Society that the Board of Management is unable to follow his eco-
nomic pursuits;

3) if he has caused the Credit Society a substantial damage or
otherwise evidently acted contradictory to its interests and objects..

4) if he has become bankrupt or has been placed under guardian-
ship or

5) if he, being an individual, has joined another co-operative cre-
dit society

Expulsion of a member is decidecd by the Board of Administration.
The expulsion decision may be submitted for the consideration of the
general meeting of the Society but not to any court.

Expulsion
of member
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§ 30.

A resolution to voluntarily dissolve and liquidate the Society is
effective only if concurred in by all members of the Society or if
passed at two consecutive general meetings, receiving at the second
meeting at least two-thirds of the number of votes recorded.

The notice convening the second meeting shall not be issued
before the first meeting has been held, If neither be an ordinary
general meeting, there shall be an interval of at least one month
between them.

§ 31.

The Credit Society is subject to the audit and supervision pre-
scribed by the State and shall at any time permit the representative of
the Central Union to examine the accounting books, cash in hand,
securities, certificates of outstanding claims, and other documents
illustrating the activities of the Credit Society, The Central
Union and its representative shall also obtain the data on the
Credit Society and its customers which are necessary for the
supervision of the operations of the Credit Society and for the
compilation of statistics. The representative of the Central Union
shall have the right to ensure from the employees of the Credit So-
ciety all assistance necessary for the inspection, to convene the Board
of Management and the Board of Administration of the Credit
Society and, after negociations with the Central Union, to convene
the general meeting of the Society, to attend and participate in the
discussion at the meetings and in the audit, and to have recorded in
the minutes the remarks which he considers necessary. The Credit
Society shall observe the instructions and orders regarding manage-
ment and administration of the Credit Society which the Central
Union or its representative consider necessary. In its business, the
Society shall use the forms approved by the Central Union.

If the busines of the Credit Society has resulted in a loss which
shall be covered by the share capital or if there has been in the
administration or management of the Credit Society any conduct
contradictory to law or the rules of the Credit Society or any defects
or any mismanagement, or if the instructions or orders regarding the
Society’s administration o1 management given by the Central
Union, have not heen observed, the Central Union shall have the
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power to recall the Credit Society’s right to accept deposits and even
in other respects restrict its business transactions until the defects or
omissions causing the restrictions have been cleared up.

§ 32.

If the Credit Society be dissolved the net assets, if any after the
«lebts have been repaid or necessary means placed aside and the shares
have been repaid to the members, must not be distributed among
members, but shall be used for the promotion of co-operation or
purposes of general use, as prescribed by the general meeting of the
Credit Society. If the general meeting of the Society has not decided
the matter, the net assets shall be given to the Central Union of the
Credit Societies to be used in a manner determined by the Board of
Administration of the Central Union,

The Credit Society must not be amalgamated with any financial
institution of a different kind, nor shall its means be used for the
benefit of such an institution.

§ 33.

Disputes between the Society on the one side, and a member of
the Board or another representative of the Society or a liquidator,
.on the other side shall be settled by arbitration in compliance with
the stipulations of the Arbitration Act.

There shall be three arbitrators, one appointed by each party and
a third appointed by the Central Union of the Credit Societies who
shall act as chairman. If one party, after having been informed of
the appointment of the arbitrator for the other party, does not within
seven days appoint his arbitrator and advise the opposite party of
this, the appointment shall be made by the Central Union of the Credit
Societies on his behalf.

§ 34,

A resolution to alter these rules is effective only, if the resolution
has been passed at two consecutive general meetings of the Society,
receiving at the second meeting:

Allocation
of assets at
dissolution

Arbitration

Alteration
of rules
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a) all votes recorded, in case the resolution concerns the right of
a member to resign from the Society or limits the member’s right to
the Society’s assets or surplus:

b) at least three-fourths of the number of votes recorded, in case
the resolution purports to make an essential change in the Society’s
objects, or to establish a liability to supplementary or extraordinary
payments, or to increase such liabilities. or to alter the grounds
computing such payments;

¢) at least two-thirds of the number of votes recorded. in case
the resolution purports to increase the value of a share.

A proposal containing another alteration to these rules than thosc
mentioned hereinbefore in this section need not be discussed at more
general meetings than one, and the resolution then made is effective
if at least two-thirds of the number of votes recorded have been given
for the proposed alteration.

If there is made such a proposal for the alteration of the rules
which according to clauses (a). (b) and (c) of subsection 1 of this
section shall be discussed at two general meetings, the substance ol
the proposal shall at least 30 days before the first meeting be brought
to the knowledge of the members of the Society in observance of the
provisions of these rules in regard to giving notices.

The notice convening the second meeting must not be issued before
the first meeting has been held. If neither be an ordinary general

meeting, there shall be an interval of at least one mionth between
them.

§ 35.

Otherwise, the Co-operative Societies Act in force shall be
observed.

Model Rules for the SOK Co-operative

Retail Societies (large societies).

§ 1.
The name of this Society shall be ....................ooiii, Name and
and ist domicile the commune — — — — — ' domicile
§ 2.

The objects of this Co-operative Society shall be, with a view to Objects
supporting its members' economy or trade and by carrying on retail
trade to supply its members with general consumer goods, agri-
cultural requisites and other goods which they need and to market
its members’ agricultural produce, handicraft and natural products.

The Co-operative Society may, by virtue of a resolution thereon,
also in order to serve its members, engage in the production of
consuner goods and the utilisation of agricultural produce, café,
restaurant, hotel or other service business, professional conveyance
of goods and persons by motor vehicles, and for the promotion of
thrift amongst ist members and in accordance with specifically
approved and registered rules savings bank business,

A resolution to extend business in a manner referred to in the
preceding subsection shall be effective only if proposed by the Board
of Administration and passed at the general meeting by a majority
of at least two-thirds of the total number of votes recorded.
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§ 3.
Extension The Society shall carry on business at least in one open shop.
of activities The general meeting of the Society may, by a bare majority of
votes, approve the opening of a new shop.

The Society may sell goods and render services also to other
persons than to its own members, and market the produce of other
persons, too, than that of its members. The Board of Directors may,
however, restrict the sale of certain goods, rendering of services to.
and the purchase of certain products only from the members of the
Society.

Cash § 4.
payment The Society sells goods only against cash payment.

§ S.
Membership  The Society belongs as a member to the Suomen Osuuskauppojerr
in central  Keskuskunta (Finnish Co-operative Wholesale Society) and the
;)il;gnasnisa- Yleinen Osuuskauppojen Liitto (General Union of Co-operative
Societies).

A resolution to join other central organisations and associations.
comparable with them and withdrawal from such a corporation shall
be effective only if proposed by the Board of Administration and
passed at two consecutive general meetings receiving each time at
least three-fourths of the number of votes recorded. The Board of
Administration decides on the questions of joining with local bodies
and withdrawal from their membership.

§ 6.
Admission To membership of the Society may be admitted any reputable
of members person within the Society’s district who submits to the Board of
Management an application in writing, witnessed by two trustworthy
persons. In the same manner a Finnish company, association,
commune, parish or any other Finnish corporation may be admitted
to membership.

If the Board of Management approves the application, the
applicant immediately becomes a member of the Society, is bound to
observe the rules of the Society, and shall pay the entrance fee and
the value of shares as prescribed in §§ 7 and 8 respectively.
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§ 7.
The entrance fee one hundred (100) marks shall he transferred Entrance
to the reserve fund. fee

§ 8.

Each members of the Society shall take up at least one share to Value of
the value of three thousand (3 000) marks. shares

A member shall pay at least five fundred (500) marks when
joining the Society and the remainder within five years. The
members who had joined this Society before these rules came into
force shall within five years pay the difference between the old and
the increased shares.

§ 9.

A member shall avail himself of the service rendered by the General
Society within the framework of its activities. dutietzs a;xd
A member shall not as his trade carry on the same business as :'rilge'l;]ieg
the Society. He must be neither a member of another co-operative
society nor a shareholder in a company carrying on such business

in the same commune.
A member has the right to submit to the Board of Management
proposals in writing, concerning the matter of the Society.

§ 10.

For consolidating the activities of the Society a reserve fund Reserve
shall be formed as stated in §§ 7 and 11. It shall be increased until f)‘:}’::r a;l:(rixds
it is equal to at least 20 per cent of the Society's average annual
sales during the last three years or to the three times the share
capital, whichever amount be larger.

In addition a disposal fund shall be accumulated as stated in § 11.

This fund may be used on proposal of the Board of Administration
and by resolution of the general meeting, for the benefit of the
Society, for the promotion of especially co-operative purposes or
for objects of public utility.

The general meeting of the Society may also, for the benefit of
members and employees, for purposes of public utility and on
proposal of the Board of Administration, establish other reserves,
increase such reserves and dispose of them.
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§ 11.

Of the net surplus, shown by the balance sheet of each year after
providing for necessary depreciations and reservations at least 15
per cent of the surplus or one-tenth of one per cent of the annual
sales, whichever amount be larger shall be transferred to the reserve
fund until it has reached its minimum amount referred to in § 10.
After the reserve fund has reached its minimum amount a sum to be
fixed by the general meeting shall be transferred to it from the
annual surplus, but not more than 15 per cent of the surplus.

After the transfer just mentioned at least 10 per cent of the annual
surplus shall be transferred to the disposal fund.

After theses transfers, interest on the shares paid by miembers
shall be reserved at a rate which equals the interest rate on the
deposits at the savings banks of the co-operative societies on lst
January of the past financial yvear with an increase of 2 per cent at
most.

The general meeting of the Society may, on proposal of the
Board of Administration decide that the part of the surplus not yet
used shall be allocated partly or entirely for the payment of dividend
to members and non-members as provided for in § 12 according to
their purchases from the Society and to their sales of agricultural
procluce during the past financial year.

If the Society has established other funds, a part of the surplus
may, after all these transfers and allocations, be transferrec to these
reserves.

The general meeting of the Society may also prescribe that the
remainder of the surplus after allocations be left undisposed on the
profit and loss account.

§ 12.

The payment of dividends resolved to be distributed shall
commence not later than two months from the general meeting at
which the allocation of the surplus was approved. The dividend due
to a member may be paid to his account in the savings bank of the
Society.

If the share subscribed for by a member is not fully paid there
shall be retained of the sum due to him for the payment of the share
an amount fixed by the Board of Management, in any case at least
one half of the dividend.
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The dividend due to a non-member will not be paid to hin, if he
does not within a month from the general meeting at which the
allocation of the surplus was adopted, submit a written application
for membership to the Board of Management. If his membership
application be approved, a necessary amount of the sum due to him
as dividend will be retained for the payment of his entrance fee and
shares. If he not be approved as a member, the Board of Management
decides on the disposal of his dividend.

§ 13.

If the balance sheet of the Society shows a loss for any year, it Covering
shall be covered by a resolution of the general meeting on proposal of 10ss

of the Board of Administration, apart from the sum on the profit
and loss account, if any, first by the disposal reserve and other funds
then by the share capital, and eventually by the reserve fund.

If the share capital has decreased in consequence of the loss, the
whole dividend to a member shall be retained for the payment of his
shares until the amount disposed shall have been fully paid.

§ 14,
The ordinary general meeting of the Society shall be held within

its home district twice a year, the Spring meeting before the end of meeting

April and the Autum meeting before the end of October, on a date
and in a place fixed by the Board of Administration,

At the Spring meeting the following matters shall be handled:

1. Presentation of the report of the Board of Management on the
activities of the Society for the past financial year and the statement
of the Board of Administration thereon;

2. Presentation of the auditors’ report on the administration and
accounts for the past financial year and their statement thereon;

3. Confirmation of the balance sheet;

4. Granting of discharge to the Board of Administration and the
Board of Management or adoption of other such measures as the
administration and accounts of the financial year may call for;

5. Allocation of the surplus; and

6. Any matters, proposed by the Board of Administration or the
members of the Society which are included in the notice convening
the meeting.

7
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i d:
At the Autumn meeting the following ma:lterfs ;;mll ;):n:\:nntdl)en .
‘ 1 -eport of the Board ot Mana .
1. DPresentation of the repor . . . ‘
tivities for the current year and on the Society’s fmancmlbstandflrl%é
* 2. Determination of the fees of the chairman and members 0

* Board of Administration and of the auditors;

Special
general
meeting

Notice of
general
meeting

3. Election of necessary members to the B(;arqf oﬁ Aslmmxztarra'tx((;i é
4 Electi ditors for the following year;
4. Election of at least two au e
' ini he Suomen Osuuskauppojen
m shall be nominated by t ; 1
Okfu\:&() r.1. (Finnish Co-operative Wholesale Society) and an equa
mber of deputies for them. N . .
" 5. Any maltters submitted by the Board of Admmxstra}tlon oxti;he
nlelx{bers of the Society which are included in the call to tlfe‘::le;inii
A member of the Board of Management or .the Bparc(ll ot.es s
i e to the administrative duti
tration or a person attendmg : _ ra e
iety 1 i ticipate in the decision con ‘
Society is not entitled to par ' o e the
t or the granting ol discharge, 1
approval of the balance shee . . ; e
rrll)z?tter refers to the management for which h(-? is respon'51.ble, n;) ﬂl] '
the election or lismissal of an auditor or in the decision o
auditor's remuneration.

§ 15. i
i an
i i f the Society shall be held, if 2
special general meeting OL U o
earliAer E{eneralg meeting has so decided, or the Board (.)f A;l:)least
tration considers it necessary, OF if members represfe;tmgémiety B
o i i f the members ot the
- the total voting rights of the . . '
Om?tﬁenthaof)ly to the Board of Administration requesting sucel;ez
rvrlitletllr:ﬁ; f?)r a specified purpose Or the meeting shall be conv

by operation of law.

§ 10. o
eral meeting of the Society is convened l;yda nobt:t:,zrésstﬁe
ed by the Board of Administration and for at.leastTl ar};lsatters e e

ing displayed in all the shops of t'he Society. The s O e
r(;li(;z:ll?sged sl?all be included in the notice and the date on c

i i hops shall be written thereon.
i been displayed in the s ‘ e
nonéilﬁsnotifications to all members shall be communicated 1n

A gen

same way.
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If a matter shall be discussed at two general meetings, the notice
convening the second meeting must 1ot be issued before the first
meeting has been held. If neither be an ordinary general meeting,
there shall be an interval of at least one month between them.

§ 17.

The meeting elects a chairman and two scrutineers from amongst
the members present, and a minutes keeper. The names of the
members attending shall be included in the minutes.

A matter submitted by a member of the Society may be discussed
at an ordinary general meeting, if it has been sent in writing to the
Board of Administration before the notice convening the meeting
has been issued. A matter submitted at the meeting may be discussed
at the same meeting only in a preliminary way.

At the general meeting every member has one vote and the
matters are decided by a bare majority, unless there is another
stipulation in the Co-operative Societies Act or in the rules. An
individual shall not vote by proxy.

In case of a tie, an election shall be decided by lot. In other
matters, the chairman shall have the casting vote.

Tf more than two candidates have been proposed for any task or
duty and nobody has secured a majority of the votes given at the
election a new election shall be held between the candidates supported
at the voting, and that one shall be considered elected who has
obtained the largest number of votes.

If several members shall be elected to the Board of Administration
or otherwise several persons to similar positions or tasks, the
aforesaid stipulations shall be likewise observed.

A member of the Society ‘has the right to obtain a certified copy
of the minutes of a general meeting of the Society.

§ 18.

Instructions
for general

meetings

The Board of Administration consists of twelve members, who Board of
arc elected from the number of the members of the Society for three Administra-

calendar years each by taking into consideration that the whole
district and membership of the Society shall as far as possible be

represented .on the Board. Four members retire annually, first by lot
and then in rotation,

on
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The employees of the Society and the members of the Board of
Management are not eligible to the Board of Administration.

§ 19.

Constitution  The Board of Administration elects from the number of its
and meet- . hers o chairman and a vice-chairman for one year each and

ings of the )
Board of  appoints a secretary. . o
The Board of Administration meets at the invitation of the

Administra-

tion chairman or in his absence at the invitation of the vice-chairman, as
often as the matters call for or the Board of Management requests,
in any case at least four times a year. At the meetings of the Board
of Administration the chairman or the vice-chairman and six
members constitute a quorum. On the event of a tie, the chairman
shall have the casting vote. A matter shall, however, not be taken up
for consideration unless an opportunity to participate in the discus-
sion has, as far as possible, been reserved for all members of the
Board of Administration.

At the meetings. of the Board of Administration minutes shall
be kept recording the names of those attending, the resolutions with
motives and the votes taken,

The members and deputy members of the Board of Management
have the right to attend and to express themselves, but no vote.

The documents and letters of the Board of Administration shall
be signed by the chairman and secretary.

“The Board of Administration approves for itself a division of
tasks.

§ 20,

Tasks of the  The Board of Administration shall, in addition to the tasks

Board of  ,.;\ided for elsewhere by these rules: '

Administra- 1 : . .

tion . ensure that the transactions of the Society are conducted in
accordance with law, these rules, and the instructions issued by the
Board of Administration and in conformity with the interests of the
Society;

2. engage the managing director, subject to a notice of three
months at most, fix his salary, make up with him a written
employment agreement, see that he places a fidelity bond in
accordance with the employment agreement, and decides upon his
dismissal ;
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3. elect to the Board of Management two members and two
deputy members for each year and fix their remuneration;

4. grant the authority to sign for the Society and to sign per pro-
curatione; '

5. adopt instructions for the Board of Management;

6. stipulate the general terms on which the Board of Management
shall appoint and dismiss necessary personnel, annually examine and
confirm the salary scale for the employees, the basis of the workers’
wages, and the insurance and labour terms of both the salaried

employees and the workers;
7. issue instructions for the branch shop committees referred

to in § 22;

8. in accordance with the instructions issued by the general
meeting of the Society, decide to what extent the business activities
of the Society shall be expanded within the framework of its business
transactions;

9. fix the kinds of merchandise which the business transactions
of the Society shall comprise, and the general terms on which the
Society buys and sells merchandise;

10. fix the extent of the liabilities, debts for goods included, the
Board of Management is entitled to incur in the name of the Society ;

11. before the end of each calendar year decide, whether dividend
for the ensuing year for all goods sold or for certain goods only, and

-whether dividend shall be paid also for goods bought by the

customer to be-whether refined or not — resold: and, after the
balance sheet has been compiled, submit to the ordinary general
meeting a proposal thereon whether dividend shall be paid also in
regard to the trade in agricultural produce or a part of this business,
provided that this business or a part thereof has yielded profit
according to the books;

12. submit questions of selling real estate or buildings on lease-
holds with their leasing rights to the general meeting;

13. appoint two of its members to inspect the accounts and the
cash of the Society four times a year;

14. examine the annual report of the Board of Management and
the proposal regarding the allocation of the annual surplus, and
submit them together with the auditors’ report and their own
statement on these reports and proposals to the general meeting of the
Society ;
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15. elect delegates for the meetings of the central federations and
organisations and other firms and institutions to which the Society
belongs as a member or shareholder;

16. prepare the matters to be submitted to the general meeting by
operation of law or these rules, and compile an agenda and fix the
date and place for the meeting.

§ 21

The chairman of the Board of Administration shall specificalliy:
1) conjointly with the Board of Management lay down th(': prin-
ciples for the balance sheet or, in case he does not agree with the
majority of the Board of Management. place the matter before the

Board of Administration for decision;
2) submit the annual report of the Board of Management to the

auditors, and require an explanation from the Board of Management

‘when necessitated by the auditors’ report; ‘
3) discuss together with the Board of Management the matters

to be presented to the Board of Administration; and
4) convene the general meeting of the Society.

§ 22.

Branch shop  The Board of Administration appoints for each shop or for

committees

several shops conjointly a branch committee for one year. It has the
task:

1) to supervise the management of the branch shop and to make
suggestions concerning the transactions of the shop to the Board
of Administration; o

2) to receive wishes from the members l?vm'g within the branch
shop district and to bring them, together W}th its own comnient to
the knowledge of the Board of Administration; o

3) to attend to educational work within the branch sh(')p' (IIStX:ICt
and to other tasks, if any, with which the Board of Administration

entrusts them; and ‘
4) to supervise the stocktaking at the shop for the drawing up of

the balance sheet. .

The branch shop committee consists of a chairman appointed by
the Board of Administration and of at least two and at most four
members, all of whom shall be elected from amongst the members of
the Society living within the district of the respective shop or shops.
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§ 23

The Board of Management is the governing body of the Society. Board of

It shall represent the Society and conduct its business save so far as M ¢
men

these duties according to these rules belong to the Board of
Administration or to some of its members,

The Board of Management consists of the managing director,
two members and two deputies. The managing director shall be the
chairman of the Board of Management.

The Board of Management meets when necessary at the invitation
of its chairman, and it is competent to act, if three members are
present. The Board of Management shall especially have the task:

1) to decide upon admission of new members to the Society and
to submit to the Board of Administration any proposal for the
expulsion of members;

2) to examine the orders for goods which have been executed
or are to be executed;

J3) to compile the monthly balance sheets;

4) to prepare the matters referred to in clauses 4—12 of § 20
and likewise the matters which the Board of Administration instructs
the Board of Management to prepare or which the Board of Mana-
gement submits for the decision of the Board of Administration;

5) to make with employees in a responsible position written
employment agreements in which their duties are stated, and to see
that they place the required fidelity bond in accordance with the
employment agreement;

6) to decide on the taking up of loans and their repayment;

7) to draw up the annual report on the activities of the Society;
to compile the balance sheet and the proposal regarding the allocation
of surplus; and

8) to decide the matters which the Board of Administration
entrusts to the Board of Management.

At the meetings of the Board of Management, minutes are kept
recording the resolutions made.

§ 24.

anage-

The Board of Administration may give the authority to sign for Signing
the Society to the managing director and ordinary and deputy for the

members of the Board of Management, provided that such authority
is untransferable and may be used only by two persons conjointly.

Society
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When granting authority to sign per procuratione the Board of
Administration shall at the same time prescribe that this authority
shall be used only conjointly with a person who in accordance with
the preceding subsection is entitled to sign for the Society.

§ 25.
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If the value of an item of property intended for permanent use
of the Society has been written up in the order provided for in the
Bookkeeping Act, a special comment thereon shall be included in the

inspection report.

§ 27.

A member shall not resign from the Society before at least two

Accounting The balance sheet of the Society shall be made for each calendar : _ S torshi
period and year on the last day of the year. The stocktaking and the listing of years have passed since his admission to membership. T
it the property of the Society have, by instruction of the Board of If a member thereafter wishes to resign he sh'all mf.orm tle' oare
sheet Management, to take place before the 10th of January. The auditors of Management in writing. The membe:r having given no_t1ce of
of the Society shall be informed of the time of the stocktaking. The resignation shall be deemed to have resigned aft;:r thel n(glce dha;
accounts and the annual report shall be presented to the auditors for reached the Board of Manngement oF the USRS 'td]el (lJar .
the purpose given in § 27 before the 15th of the following March and Management has appointed to TCCCWS_SUCh nt?tlcesl provided there 1s
not later than a month before the ordinary Spring meeting. no objection to his resignation according to the rules.
An interim balance sheet may be compiled during the calendar
year for the ascertainment of the financial position of the Society § 28.
e cgmpetent reason, L Bpard of Administration The heir or other successor of a deceased member who has Rights of
or the general meeting of the Society so decide. succeeded to the deceased’s share, is entitled to join the Society as ;g;cbe;f:d
far as he otherwise may be admitted to membership. Sileessor
§ 26 The successor wishing to take advantage of this right, shall
Audit of The auditors shall for each accounting period issue a written inform the Society thereof within a year from the date of the death.
accounts report on the Society’s administration and accounts to the Board of

Administration not later than one week prior to the general meeting
of the Society at which the balance sheet shall be presented for
approval,

The auditors’ report shall contain a statement on the result of
the inspection carried out by them and a comment as to whether
there is reason for any remark on the balance sheet, the bookkeeping
of the Society, or otherwise on the conduct of the business of the
Society.

The auditors’ report shall contain a special comment on

the approval of the balance sheet;

the granting of discharge to the Board of Management and the
Board of Administration;

the proposal made by the Board of Management regarding the
surplus or loss;

as to whether the proposal of the Board of Management contains
the prescribed transfers to the reserve and other funds.

§ 29.

A member may be expelled from the Society, apart from the Expulsion
of member

reasons given in § 9 also:

a) if he removes from the district of the Society without giving
notice of resignation;

b) if he does not observe his obligations laid down in the rules;

c) if he has not taken advantage of the services of the Society
during the previous calendar year;

d) if he has caused substantial damage to the Society or otherwise
evidently acted contraclictory to its interests.

The expulsion of a member shall be decided by the Board of
Administration. The member 'has the right to submit the decision of
expulsion to the examination of the general meeting of the Society.
Unless the member has within a month after having been informed
of the decision of expulsion by a copy of the minutes, in writing
informed the Board of Administration of his wish to have the matter



Model Rules for the KK Consumers’

Co-operative Societies

Name and Domicile

(Act, § 5, subsections 1 and 2)

§ 1.

The name of the Co-operative Society is — — — Its domicile is

Objects
(Act, § 5, subsec. 3 and § 8)

§ 2.

The object of the Co-operative Society is, in collaboration with
the Co-operative Union KK and the Co-operative Wholesale Society
(OTK), and in order to support the economy and trade of its
members:

1) to supply its members with consumer and other goods and to
market their productions;

2) after having obtained, when necessary, an appropriate license,
to serve its members by carrying on production of commodities, hotel
.and restaurant catering, passenger and freight transportation, other
services, erecting of dwelling houses and other useful buildings, and
-other activities connected with these; and

3) to promote thrift among its members by operating a Savings
Fund on the basis of special statutes, which have been approved and
-confirmed for this purpose.
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Cash Payment
§ 3.

The Co-operative Society sells goods against cash payment. The-
Board of Management shall, however, have authority to apply also-
other methods of payment according to confirmed instructions.

Services of the Co-operative Society

§ 4.

The Co-operative Society serves by its activities not only mem-
bers but also others, but, by decision of the Council of Representa-
tives, its activities can be restricted, wholly or to some part, to con-
cern its membership only.

Acquisition of Membership
(Act, § 19)
§ S.

The number of members in the Co-operative Society is unrestricted.

As a member of the Society, any person of at least 15 years of
age irrespective of her views, profession, or social position, resident
in the area of activities of the Society, shall be eligible, as well as any
Finnish company, society, municipality, congregation or other body.

A person or association desiring to join the Society shall submit:
to the Board of Management of the Society a written application cer-
tified by two trustworthy persons. The application shall be accompa-
nied by the first instalment of the capital contribution mentioned'
in § 8.

If the Board of Management admits the applicant, he shall im-
mediately become a member of the Society, and shall be bound to-
observe the rules of the Society and the decisions of the adminis-
trative organs of the Society made in legal order.

If the application is refused, the payment mentioned in subsection
3 shall be repaid.
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Resignation of Member
(Act, §§ 20, 25 and 30)

§ 6.

A member shall not be entitled to resign from the Society until at
least two years have elapsed from his joining the Society.

If, after the expiration of this time, a member desires to resign
from the Society, he shall inform the Board of Management in
writing, and he shall be released from membership in the Society,
when the said notice has reached the Board of Management or the
person whom the Board has authorised to receive such notices.

The amount paid up on the member’s share shall be refunded to
him when he resigns, in accordance with § 30 of the Co-operative
Societies’ Act.

The successors of a deceased member shall have the rights men-
tioned in § 25 subsection 1 of the Act subject to provisions mentioned
in said section.

Expulsion of Member
(Act, § 21)

§ 7.

A member may be expelled from the Society:

1) if he does not fulfil his obligations under the law and these
rules; in particular if he does not make, within the stipulated times, his
payments to the Society;

2) if during the last three years he has bought nothing from tle
Society or has in no way given proof of his presence; and

3) if he has caused the Society considerable damage or has other-
wise acted obviously contrary to its interests and aims,

The Board of Administration shall decide upon expulsion of
member.

The expelled member shall have right to appeal to the Council of
Representatives in the case of expulsion. If it becomes necessary to
submit the question to a vote in the Council of Representatives, the
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vote shall be by ballot. The decision of expulsion shall be void, if no

less than one third of the votes used oppose the expulsion.

A resolution of the Council of Representatives to expel a member
may not be challenged by such member at a court of law or through
other authorities.

The amount paid on an expelled m
to him in accordance with § 30 of the

ember’s share shall be refunded
Co-operative Societies Act.

The Share Payment
(Act, § 5, subsec. 4, §§ 6, 29 and 36)
§ 8.

r shall contribute to the Society at least one share of
amount of the share, not less
aid at the time of joining
hin no more than ten

Every membe
three thousand (3 000) marks. Of the
than three hundred (300) marks shall be p :
the Society, and the whole contribution wit
years.

Until the share contributi
purchases to which the member is entitle(!, or
decided by the Council of Representatives,
interest on the share contribution shall be tr

capital account of the member.

on is paid, one half of the dividend on
a larger part of it, if so
as well as the entire
ansferred to the share

Reserves of the Co-operative Society
(Act, § 33)
§ 9.

In order to safeguad the activities of the Cp-oper
it shall accumulate, in the manner prescribed in § 11 and § 12,}
capital reserve until this reserve is equal to the aggregatcf value of :lle
sites, buildings, movable property, and stocl.<s of the Society or to the
threefold amount of the share capital, whichever amount be larger.

In addition to this reserve, the Society shall accumulate, in the
§ 11, a disposals reserve which can be used by
atives for the furtherance of the

ative Saciety,
a

manner provided in
decision of the Council of Represent
objectives of the Society.
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When the capital reserve has been fully paid, the transfer men-
tioned in § 12, subsection 3, shall be made to the disposals reserve,
The Council of Representatives can also establish other reserves.

Supplementary Liability
(Act, §§ 3, 43—46, and 65)

§ 10.
The members shall not be personally liable for the Society's debt.

The Use of the Surplus
(Act, § 34 and 35)

§ 11

Any surplus shown by the annual balance sheet, after necessary
depreciations have been made, shall be used in the following manner :

1) to the capital reserve, until it has been increased to its full
amount, shall be transferred at least one fifth or, if the Council ol
Representatives so decides, a larger part of the surplus, not, however,
a smaller part of it than one-tenth of one per cent, of the annual
turnover of the Society;

2) to the disposals reserve shall be transferred not less than onc
tenth;

J) if the Council of Representatives decides to establish other
reserves to be used for the benefit of the Society or its members or per-

sonel, or for purposes of general welfare, part of the surplus may also
be transferred to these reserves;

4) to the credit of each member shall be transferred an amount
not in excess of six per cent of the amount, not counting fractions
of hundred marks, that he had paid for his shares before the com-
mencement d the past financial year; interest, is, however, calculated
only for full calendar years;

5) of the remaining part of the surplus, an amount fixed by the
Council of Representatives, shall be allocated to all those customers,
who within a time stipulated by the Board of Management, have re-
turned the purchase checks entitling to dividend, the dividend to be

8
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proportionate to the amount for which each of them during t}ga y‘e;:r
covered by the balance sheet has bought from or 'sold to the(l bocutahy
commodities, or otherwise made use of the services offere by s
Society, excluding, however, such ?urchgses, sales'or se;r\:ces, {\ :
regard to which the Board of A;lmin}nlstlrlattotnbha;cjzrclx.ded that chec

itli dividend of the surplus shall not be ;
entlél)mfn;oamount still remaining of thc? surglus shall be left unused
on the balance sheet for the following financial year.

Payment of Dividend

§ 12.

The payment of interest on the members’ shares and qf thef
dividend shall be commenced within two mpnths of. Fhe meetmgh?
the Council of Representatives, at which decision regarding
allocation of surplus was made. o

If the dividend has not been collected within one year from thf1
date on which the payment of it commenced, the uncollfect;:1
dividend shall be transferred to the share capital account ot the
member. -

Dividends shall be paid to a non-member onl?l on condmor;3 that1
he announces his desire to join the Society, provided that the Boar¢

of Management approves of his membership. In respect of payment

of such dividend the provision of § 8 subsec. 3 of the.:s:l‘ ruk;se s};(;l:
be observed. If the non-member does not announce, v'v1t in 0 ‘nythe
after the payment of dividend commenced, his d(el.sqfl t(zl i:;erved
Society or if he is not admitted as a member, the dividen

for him shall be transferred to the capital reserve.

Use of the Reserves to Cover Loss
(Act, § 33 and 37)
§ 13.

If, in any one year, the activities ed
a loss therz shall be used to cover the loss,. except the un.utlhse.l(:
surplufs of the previous years, in the first n}stance the dléposa;: :
reserve, in the second instance reserves established by the Coun

of the Society have resulted in
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of Representatives, then the share capital, and in the last instance
the capital reserve.

If the share contribution paid by the member or any part of it
has been used to cover a loss of the Society, the whole dividend of
surplus to which the member is entitled and the interest on his
share contribution shall be retained to pay up his share contribution
till the amount disposed of has been fully repaid.

The Council of Representatives
(Act, § 9)

§ 14.

The right to pass resolutions belonging to the members shall be
exercised by a Council of Representatives, which is elected by the
members from amongst them. It shall consist of ..... ... members.
In the election of these delegates, the proportionate election method
provided by the election statutes of the Society shall apply.

Every member of the Co-operative Society who is not under
guardianship, has fulfilled his obligations under these rules and
is not an employee of the Society nor a member of its Board of
Management, shall be eligible as representative.

The representatives are elected for a term of six years, and their
period of office commences immediately after the results of the
elections have been made public. From the Council of Representa-
tives, half the delegates shall resign each third year, the first time
those representatives who were supported by the smallest number of
election votes, and after that in rotation.

The first election of representatives after the entry into force of

these rules shall take place in the year of ........ when ... ...
representatives shall be elected for ...... years and the next election
in...... when other . ... .. representatives shall be elected, also for a
term of ...... years. The period of office of the representatives
elected in ...... shall expire when the result of the election of the
year ...... have been published, and the period of those elected.
in ...... when the result of the election of ...... has been
published.

The Council of Representatives shall have authority to determine
that a remuneration and travel expenses be paid to its members.
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The minutes of the meeting of the Council of Representatives shall
be signed by the chairman of the meeting and the secretary as well as

Meetings of the Council of Representatives

(Act, § 50, 51, 53—64, 66 and 67)

§ 15.

The Council of Representatives shall each year hold two ordinary
meetings, on dates prescribed by the Board of Management, onc
before the end of April and the other before the end of December.

A special meeting of the Council of Representatives shall be held
whenever a resolution to this effect was passed at a previous
meeting or whenever the Board of Administration or the Board of
Management deems it necessary or it is provided by Law.

The meeting of the Council of Representatives shall be opened
by the chairman of the Board of Administration. A chairman and two
scrutineers shall be elected for the meeting. The secretary of the
Board of Administration shall draw up the proceedings of the

.

meeting.
The members of the Board of Administration and the Board of

Management as well as the managers of the Society shall have a
right to be present and to speak at the meetings of the Council of
Representatives. Any member of the Board of Administration who 1s
also a member of the Council of Representatives shall not participate in
decisions on matters enumerated in § 17, subsections 1 and 2, and
§ 18, subsections 1 and 3, nor in discussions on such matters that
concern remuneration for the chairman and members of the
Board of Administration or their travel expenses.

At the meeting of the Council of Representatives, each delegate
shall have one vote, and matters shall be decided by a simple majority
of votes, unless otherwise prescribed by the Co-operative Societies
Act or these rules.” In elections carried out by the Council of
Representatives, the proportionate election method, stipulated by the
election statutes of the Society, shall be applied, if no less than one
fifth of the delegates present so demand.

In case of amendment of the rules, the Council of Representatives
forms a quorum when no less than one-half of its members are

present. ’ _
If an election results in a tie decision will be made by lot, in
other cases the chairman shall have the casting vote.

by the two scrutineers.

Convocation of the Meeting
(Act, § 5, subsec. 8, §§ 52 and 55)
§ 16.

The meeting of the Council of Representatives, which, in single
instances and upon the decision of the Board of Management, can be
held outside the domicile of the Society at any locality where the
Society carries on activities, shall be convened by the Board of
Management by a notice to be published not later than a week before
the date of the meeting in a newspaper having circulation among
the membership and chosen by the Board of Administration, and by
letters sent simultaneously to each representative. The matters on
the agenda of the meeting shall be mentioned both in the press
notice and in the letters sent to the representatives.

Any matter brought up by a member of the Society may be taken
up for discussion by the Coucil of Representatives at an ordinary
meeting if it has been submitted in writing to the Board of
Management before the convocation to the meeting has been issuecl.

The Ordinary Spring Meeting
(Act, § 5, subsec. 7, §§ 51, 57 and 58)
§ 17.

The ordinary spring meeting of the Council of Representatives
shall deal with the following matters:

1) the annual report of the Board of Management and the balance
sheet as well as the statements of the Board of Administration and
of the Auditors regarding these shall be presented, and a decision
regarding the acceptance of the accounts shall he made;

2) decision shall be made on granting the members of the Board
of Management ancl the Board of Administration discharge from
responsibility or on adopting other measures that the administration
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of the Society during the preceding year and the report submitted
thereon may give cause to;
3) decision shall be made regarding the use of the surplus; and
4) other matters mentioned in the call shall be dealt with.

The Ordinary Autumn Meeting

(Act, § 5, subsec. 7, §§ 51, 57, 58 and 85—89)

§ 18.

At the Ordinary Autumn Meeting of the Council of Represen-
tatives the following matters shall be dealt with:

1) the basis for the remuneration and travel expences of the
members of the Council of Representatives, the Chairman and the
members of the Board of Administration, and the Auditors shall be
determined;

2) the necessary members for the Board of Administration shall
be elected;

3) auditors to examine the administration and accounts of the
following year and their deputies shall be elected;

4) delegates to the following year’s meetings of those co-operative
central organisations to which the Society is affiliated shall be elected ;

5) subscription of co-operative papers shall be decided upon: and

6) other matters mentioned in the call shall be dealt with.

The Boardof Administration
(Act, §§ 10, 68—78 and 85)

§ 19.

The Board of Administration shall consist of .... members, who
shall be elected simultaneously and for three years at a time.

In electing members of the Board of Administration special
attention should be paid that adequate experience of co-operation and
of economic life in general shall be represented on the Board.

Any person who is in employ of the Society or who has not
fulfilled the obligations imposed on members of the Society under
these rules shall not be eligible as member of the Board of Adminis-
tration.
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The Meetings of the Board of Administration

(Act, §§ 10, 73 74 and 85)
§ 20.

The Board of Administration shall elect from amongst its members
for the duration of its period of office a chairman and a vice-chairman,
and appoint a secretary.

The Board of Acdministration shall meet at the convening of its
chairman as often as is required. It forms a quorum, when at least one-
half of its members, among them the chairman or the vice-chairman,
are present. A matter shall not, however, be taken up for consideration
unless the opportunity to participate in the discussion has, as far as
possible, been reserved for all members of the Board of Administra-
tion.

In case of a tie, the chairman shall have the casting vote,

At the meetings of the Board of Administration, minutes shall be
kept, on which all the members present, the decisions made, and the
votings taken shall be recorded.

The minutes shall be checked in the manner prescribed by the
Board of Administration and signed by the chairman and the
secretary.

At the meetings, the members of the Board of Management and
the managers shall have a right to be present and to speak, as far as
they are not disqualified for discussing the matter.

The instruments and communications of the Board of Administra-
tion shall be signed on its behalf by the chairman and the secretary.

Duties of the Board of Administration
(Act, §§ 10, 34, 35, 68, 76—78, 83 and 85)

§ 21.

The Board of Administration shall exercise a continuous super-
vision and control that the Society is managed in conformity with the
Law, these rules, the decisions of the Council of Representatives
and the Board of Administration, as well as the interests of the
Society.
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In addition to matters mentioned elsewhere in these rules the
Board of Administration shall have the following duties:

1) to elect to the Board of Management for one calendar year
at a time ...... members and fix the basis for their remuneration
and travel expenses;

2) to appoint the managing director and other managers, to fix
their remuneration and other conditions of work, to dismiss them
and to decide who, in the absence of the managing director shall
attend to his duties;

3) to determine the general conditions on which the necessary
personnel is hired and dismissed ;

4) to appoint the Shop Committees, mentioned in § 29, taking
into consideration, as far as possible, the wishes of the members
living in the district of the shop, and to fix the remuneration of the
members of the Shop Committees;

5) to elect persons who shall each month examine the accounts of
the preceding month and control the cash in hand;

6) to decide, within the limits of the rules, upon any extension
to the branches of operation of the Society;

7) to decide upon the purchase, erecting and mortgaging of real
estates as well as establishments mentioned in § 83, subsec. 2 of the
Cooperative Societies Act;

8) to decide upon investment of such funds which are not
required for the current business whenever such funds are being
used for other purposes than the furtherance of consumer co-oper-
ation;

9) to decide whether sales checks entitling to a possible dividend
shall be given in respect of all commodities sold and bought, and
services rendered ;

10) to appoint, upon consideration, provisional committees.
necessary for the work of the Society, and to fix the remuneration of
their members;

11) to examine the annual report of the Board of Management,
their proposal regarding the use of the annual surplus, and to submit
these,. together with the auditors’ report and their own statement
accompanied by appropriate explanations, whenever these are
necessary, to the Council of Representatives;
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12) to prepare the other matters which will be discussed by the
Council of Representatives, and to submit its opinion concerning
them; and

13) to supervise the execution of the resolutions of the Council
of Representatives.

The Duties of the Chairman of the Board
of Administration

(Act, § 5, subsec. 5, § 79)

§ 22.

The special duties of the chairman of the Board of Administra-
tion are:

1) to lay down, conjointly with the Board of Management, the
general principles of the annual balance sheet, and, if difference of
opinion arises between him and the majority of the Board of
Management. to submit the matter to the Board of Administration for
decision;;

2) to hand the accounts and the annual report of the Board of
Management to the auditors and, where the report of the latter
makes this necessary, to demand an explanation from the Board of
Management; and

3) to discuss with the Board of Management matters that will
be presented to the Board of Administration for consideration.

The Board of Management
(Act, § S, subsec. 5, § 68—75, 80 and 85)

§ 23.

The governing body of the Co-operative Society is the
Board of Management. The Board of Management shall consist of
the managing director during his period of office, who at the same
time shall be its chairman and of ... ... other members elected by
the Board of ‘Administration.

The Board of Management shall elect from amongst its members
a vice-chairman and appoint a secretary.
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The Board of Management forms a quorum when at least one-
half of its members, among them the chairman or the vice-chairman,
are present. A matter may not, however, be taken up for discussion,
unless, as far as possible, an opportunity has been reserved for all
members of the Board to participate in the discussion of the matter,

No person who has not fulfilled the duties imposed on members
by these rules nor an employee who does not hold a managerial
position shall be eligible to the Boardl.

A person may not at the same time be a member of the
Board of Administration and the Board of Management.

The Duties of the Board of Management
(Act, § 75—84)

§ 24.

The Board of Management shall represent the Co-operative
Society and administer its affairs, unless, under the Law or these
rules or on some other ground, these duties rest with the Board of
Administration, its chairman, or somebody else.

In addition to the tasks mentioned in the foregoing subsection, the
tasks of the Board of Management shall include the following:

1) to admit members to the Society;

2) to employ and to dismiss members of the staff and to fix their
remuneration, unless this rests with the Board of Administration:

3) to prepare matters that shall be dealt with by the Board of
Administration; and

4) to arrange at least once a year district meetings to give the
members an opportunity of acquainting themselves with the affairs
of the Society and to discuss these.

The. Managing Director
(Act, § 80)
§ 25.

The task of the managing director is the direct administration of
the affairs of the Society under the supervision of the Board of
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Management and in conformity with the instructions given by the
Board of Administration and decisions made by the Board of Man-
agement.

Should the managing director be prevented, his duties shall be
attended to by a person authorised by the Board of Administration.

Signing for the Society
(Act, §§ 76, 77, and 80, subsec. 2)
§ 26.

The competence to grant an authorisation to sign for the Society
rests with the Board of Administration. Such authorisation may be
granted to the managing director, members of the Board of Manage-
ment ancl to members of the staff, provided that any two of them shall
sign conjointly.

Closing of the Accounts
(Act, § 5, subsec. 6, §§ 79 and 91)
§ 27.

The financial year of the Society is the calendar year and
accounts are closed on the last clay of the year. The accounts and the
annual report of the Board of Management as well as other necessary
documents shall be forwarded, not later than one month before the
ordinary spring meeting of the Council of Representatives, to the
auditors of the Society for the purpose stated in § 28 of these
rules.

Auditing
(Act, §§ 86—91)
§ 28.

To examine the administration and to audit the accounts of the
Society and to supervise the stock-taking, which must be carried out
before the 7th of January, not less than three persons shall be elected



and for them two deputies. The Co-operative Union KK shall be-

appointed as one of the auditors.

The auditors shall submit, before the end of March and not later
than one week before the ordinary spring meeting of the Council of
Representatives, to the chairman of the Board of Administration a
written report on the Society’s administration and accounts.

The auditors’ report shall contain a statement on the results of
their inspections, and an opinion whether the Society’s balance sheet

and profit and loss account, its accounting, or its administration in.

general, give reason to remark.
The auditors’ report shall contain a specific opinion:
on accepting the accounts;

on granting of cischarge to the Board of Management and the-

Board of Administration;

on the proposition of the Board of Management and the
Board of Administration regarding the surplus or loss; and

whether the said proposition includes the obligatory transfers to
the capital reserve.

If the book value of an item of property, intended for the Society's
permanent use, has been written up in the manner provided for in

the Bookkeeping Act. that, too, shall be separately stated in the-

auditors’ report.

The Shop Committees

(Act, § 10)
§ 29.

For each shop of the Society or jointly for shops situated close:

to each other, a Shop committee shall be appointed for one year at
a time.

The Shop Commiittee shall consist of a chairman and not less than
two and not more than five members, which the Board of

Administration shall appoint from among the Society’s members.

living in the district of the shop.

In appointing the chairman and the members for the Shop Com-
mittees special attention shall be paid, that only such persons are
elected who have shown special interest in the activities of the

Society and who are generally known and enjoy the confidence of

the members and are also otherwise suitable for the task.

125

The Shop Committee shall observe the instructions given to it by

‘the Board of Management. Its tasks include:

1) to supervise the management and activities of the shop and

-to submit to the Board of Management proposuls regarding it;

2) to be recipient of any suggestions and wishes on the part ol
the members living in the district of the shop and to forward the.se,
when deemed reasonable, to the Board of Management together with

‘the report of the Shop Committee itself;

3) to take care that co-operative educational work is carried on

in the district of the shop; and
4) to attend to such tasks, which the Board of Management may

.entrust to it.

Notifications to the Members
(Act, § 5, subsec. 8)

§ 30.

Notifications to the members of the Society o to the Council of
Representatives shall be issued by means of zulvcrtisemgnts published
in a newspaper having circulation among the mcmberslpp and chqsen
by the Board of Administration or displayed n the busmess‘premxses
of the Society or otherwise in written form and so that it can be

proved.

Affiliation to Central Organisations

§ 3l.

The Society is a member of the Co-operative Union KK and the
“Co-operative Wholesale Society OTK.

Dissolution of the Co-operative So:iety

(Act. § 120)
§ 32.

If the Society is dissolved no member shall receive from its
.assets a greater share than his share contribution to the Society. If,



upon payment of these shares, there is a.surplus of assets, they
shall be transferred to the Co-operative Union KK, which shall use
them for the purpose of promoting consumer co-operation, as far as
possible, in the district of the dissolved Society.

Amendment of the Rules
(Act, § 52, subsec. 2, and §§ 56 and 63)
§ 33.

When decisions are made regarding amendment of these rules.
regulations of the Co-operative Societies Act shall be observed.

Propositions regarding other amendments than those mentioned
under subsections 2 and 3 of § 63 or concerning an increase of the
share contribution, need not, however, be decalt with at more than
one meeting. :






