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The Monetary Board, in its Resolution No. 1155 dated October 26, 1990 approved the amendment of the
Guidelines for the Organization of Rural Banks by Cooperatives, embodied in Appendix 5 ato Subsection 3175.9
of the Manual of Regulations for Banks and Other Financial Intermediaries, Book 11, and the issuance of the
attached revised Guidelines for the Organization of Cooperative Banks.

This Circular shall take effect immediately.
Adopted: 08 Dec. 1990

(SGD.) JOSE L. CUISIA, JR.
Governor

Guidelines for the Organization of Cooperative Banks

(Appendix to Sub-section 3175.9)

Pursuant to Monetary Board Resolution No. 1155 dated October 26, 1990, and in line with the provisions of the
Cooperative Code of the Philippines (Republic Act No. 6938), the Rural Banks Act (Republic Act No. 720 as
amended) and other related laws, the following rules and regulations governing the establishment of cooperative
banks are hereby promul gated.

SECTION 1. Cooperative Defined — A cooperative is a duly registered association of persons with a common
bond of interest, who have voluntarily joined together to achieve a lawful common social or economic end,

making equitable contributions to the capital required and accepting a fair share of the risks and benefits of the

undertaking in accordance with universally accepted cooperative principles.

For purposes of these regulations, al cooperative organizations registered or re-registered with the Cooperative
Development Authority (CDA) under Republic Act No. 6938 shall be considered cooperatives.

SECTION 2. Organizers of Cooperative Banks — Only duly established cooperatives and federations of
cooperatives which are registered or re-registered with the Cooperative Development Authority (CDA) under
R.A. No. 6938 may become members/organizers of cooperative banks organized in accordance with the
provisions of these guidelines. At least fifteen (15) such cooperatives organized in the province applied for may
form and operate a cooperative bank.

SECTION 3. Registration Requirements — A prospective cooperative bank shall file its application for licensing as
a bank with the Central Bank of the Philippines (CBP) and upon approval shall be registered with the CDA.

SECTION 4. Application Documents — Duly registered cooperatives applying for authority to establish a
cooperative bank shall submit the following documents to CBP-SES Department 111

a. Certificate of registration or re-registration of the various prospective cooperative-members of the cooperative
bank;

b. Articles of cooperation and by-laws of the proposed cooperative bank in five (5) copies
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c. Bio-data, accomplished in the prescribed form under oath and in triplicate, by each of the authorized
representatives of the cooperative-members, and proposed officers of the cooperative bank;

d. List of prospective cooperative bank personnel (manager, Cashier, Bookkeeper and Inspector) together with
their bio-data (the aforementioned form under 4(c) may be used for this purpose), also under oath in triplicate and

e. Pertinent data and information to show that there is economic justification for the establishment of a
cooperative bank in the province applied for.

SECTION 5. Limitation on the Establishment of Cooperative Bank. — Only one cooperative bank shall be
established in each province, which must be located in place accessible to the public.

SECTION 6. Limitation on Capital Contribution of Cooperatives — Capital contributions in a cooperative bank
shall be as widely dispersed as possible. No cooperative-member shall own or control more than thirty percent

(30%) of the total capital contributions of a cooperative bank. This limitation shall also apply to cooperative

purchasing government held preferred shares of cooperatives banks which are converted into common stock.

SECTION 7. Capitalization — A local cooperative bank shall have a minimum paid-up capital contribution of not
less than P1,250,000 net of government capital contribution. In addition, Land Bank of the Philippines shall invest
at least P1,000,000 as counterpart capital.

SECTION 8. Members of the Board of Directors — The number of members of the Board of Directors of a
cooperative bank shall not be less than five (5) nor more than fifteen (15) which shall at al times be in odd
numbers. These directors shall come from the ranks of the authorized representatives of the cooperative-member.

SECTION 9. Qualifications and Disqualifications of Officers and Directors. — Officers, such as President,
Vice-President, Manager, Treasurer, Cashier and Accountant and directors of the cooperative bank must possess
the qualifications and none of the disqualifications prescribed under the attached Annex “A” (Instructions for

Directors and Officers of Proposed Cooperative Banks).

SECTION 10. Limitation on Officership/Directorship — Any officer or employee of the Cooperative Development
Authority shall be disqualified to be elected or appointed to any position in a cooperative bank. Elective officials
of the Government, except barangay officials, shal aso be ineligible of the Government, except barangay
officials, shall also be ineligible to become officers and directors of cooperative banks.

SECTION 11. Pre-Cooperative Bank Operation Requirements — Before the application is submitted to the
Monetary Board for action, the proposed cooperative bank is required to submit the location plan and the cost
estimates of the proposed bank building and proposed lease contract, if it is to be leased and/or deed of sale of
bank lot, if it isto be purchased. In the case of leased premises, a cooperative bank may initially hold its office in
said leased premises on a 5-year term, renewable for the same period at the option of the bank.

Within eight (8) month from receipt of advice of approval of the Monetary Board of its application, the proposed
cooperative bank shall:

a. Complete the construction and furnishing of the bank building which shall be equipped with facilities, furniture,
forms and stationery, and vault of reinforced concrete with a steel two-hour fire resistant door in accordance with
the specifications of the Central Bank.

b. Effect and compl ete the training/seminar of directors, officers and employees of the cooperative bank.
¢. Submit the plantilla of organization and bonds of accountable officers; and

d. Inaugurate and open the cooperative bank for business.
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SECTION 12. Training of Personnel, Directors and Officers — The following personnel of the cooperative bank as
well as the directors and officers are required to undergo training at the Central Bank I nstitute.

a. The Manager who must possess the qualifications and none of the disqualifications as enumerated in the
attached Annex “A”.

b. The Cashier who must also possess the qualifications and none of the disqualifications as enumerated in the
attached Annex “A”.

¢. The Bookkeeper who must be at least 21 years old, a college degree holder, and must have at least 18 unitsin
accounting.

d. The Field Inspector-Appraiser who must be at least 21 years old, at least a high school graduate, and must have
knowledge/experience in farming, preferably an Agriculture graduate.

SECTION 13. Validity Period of Authority to Operate the Cooperative Bank — The cooperative bank shall be
organized and opened for business within eight (8) months upon receipt by the proposed cooperative bank of the
notice of approval of its application by the Monetary Board, otherwise, the authority to operate shall be deemed
automatically revoked.

SECTION 14. These rules and regulations supersede the Guidelines for the Organization of Rural Banks by
Cooperatives, (Appendix to Subsection 3175.9, Manua of Regulations, Book Il1) approved under M.B.
Resolution No. 612, dated June 19, 1987)

ANNEX “A”

INSTRUCTIONS FOR DIRECTORS AND OFFICERS OF PROPOSED COOPERATIVE BANKS

The term “officers’ shall include the President, Senior Vice-President, Vice President, Bank Manager, Secretary,
Cashier, and others mentioned as officers of the bank, or those whose duties as such as defined in the by-laws, or
are generally known to be the officers of the bank (or any of its branches and offices other than the head office)
either thru announcement, representation, publication or any kind of communication made by the bank.

The term “directors, shall include (1) directors who are named as such in the articles of organization, (2) directors
duly elected in subsequent meetings of authorized representative of each cooperative-member and (3) those
elected to al vacanciesin the board of directors.

The following are the qualifications and disqualifications of directors and officers of cooperative banks:
1. Qualifications for Directors— A director must have the following minimum qualifications:

- He shall be a Filipino Citizen, and a member-representative of any of the cooperative-stockholders of the
cooperative bank;

- He shall be at least 25 years of age at the time of his election; and

- He shall be at least a college graduate or has at least five (5) years experience in banking, or upon assumption of
directorship, shall undergo training in banking at the Central Bank Institute.

2. Persons Disqualified to Become Directors — Without prejudice to specific provisions of law prescribing
disqualifications for directors, the following persons are disqualified from becoming directors:

- Persons who have been convicted judicially or administratively of an offense involving moral turpitude, or
judicialy declared insolvent, spendthrift, or incapacitated to contract;
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- Directors, officers and employees who have been removed by the Monetary Board, pursuant to the provisions of
Section 34-A of Republic Act No. 265 and other provisions thereof;

- Persons who shall refuse to disclose the extent of their business interests to the appropriate supervising and
examining department of the Central Bank, when required for the proper implementation of a provision of law or
of a circular, memorandum or rule or regulation of the Central Bank. This disgualification shall be in effect as
long as the refusal persists,

- Directors, excluding non-resident directors, representing foreign equity interest, who have been absent for
whatever reasons for more than fifty per cent (50%) of al meetings, both regular and special, of the board of
directors for a two-year period reckoned from the date of the election of the board concerned. This
disqualification applies for purposes of the succeeding election;

- Persons who are delinquent in the payment of their obligations as defined in the Manual of Regulations. This
disqualification shall operate as long as the delinquency persists;

- Persons found by the Monetary Board to have wilfully failed or refused to comply with any banking law, order,
instruction or regulation issued by the Monetary Board or by the Governor, or to have committed irregul arities or
to have conducted business in an unlawful, unsafe or unsound manner as determined by the Monetary Board in
any ingtitution supervised by the Central Bank; and

- Persons who have been dismissed for cause from any institution under the regulation or supervision of the
Central Bank.

The foregoing qualifications and disqualifications shall be in addition to those already prescribed by Art. 28 of
R.A. No. 6938, and other existing applicable rules and regulations.

3. Qudlifications for Officers
- He shall be aFilipino citizen;

- He shall be at least twenty-one (21) years of age unless he is also a director in which case he shall be at least
twenty-five (25) years of age;

- He shall be at least a college graduate, or have at least five (5) years experience in banking/trust operations or
related activities or in a field related to his position/responsibilities, or have undergone training in banking/trust
operations acceptable to the appropriate supervising and examining department of the Central Bank of the
Philippines; provided however, that trust officers shall have at least two (2) years of actual experience or training
in trust operations or fund management or other related fields; and

- He shall possess such other specific qualifications as may be required by the Centra Bank for a particular
officer.

4. Persons Disgualified to Become Officers — The grounds for disqualifications for director shall likewise apply to
officers, except that stated in Item 2.d.

Except as may be authorized by the Monetary Board or the Governor, the spouse or a relative within the third
degree of consanguinity or affinity of any person holding the position of Chairman, President, Executive
Vice-President or any position of equivalent rank, General Manager, Treasurer, Chief Cashier, or Chief
Accountant is disgualified from holding or being elected or appointed to any of said positions in the same bank,
and the spouse or arelative within the third degree of consanguinity or affinity of any person holding the position
of Manager, Cashier, or Accountant of a branch or extension office of bank is disqualified from holding or being
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appointed to any of said positions in the same branch or extension office.
5. Government Officers and Employees —
1)

Any officer or employee of the Cooperative Development Authority shall be disqualified to be elected or
appointed to any position in a cooperative; and (2) Elective officials of the Government, except barangay officials,
shall be ineligible to become officers and directors of cooperatives.

However, any government employee may, in the discharge of his duties as member in the cooperative, be allowed
by the head of office concerned to use officia time for attendance at the general assembly, board and committee
meetings of cooperatives as well as cooperative seminars, conferences, workshops, technical meetings, and
training courses locally or abroad: Provided, That the operations of the office concerned are not adversely
affected.

Unless otherwise provided, officers elected or appointed without possessing the qualifications or possessed of any
disqualification as enumerated herein, shall vacate their respective positionsimmediately.
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