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POREWORD

About 4,500 boat-owner fishermen, employing abeut 16,50C other fisher-
men are organized in cooperative fishermen associations producing or con-
trolling about 1 billion pounds of fish worth about YO million dollars.

While meudbership in coopecrative aseoclations declined during the
war due to the fact that many fishermen were called to the Armed Forces
and others took Jjobs in war industries, the postwar pcriod shows an irn-
crease in memberghip and & growing intsrest in the establishment of new
cocperatives, Many inquiries are being recrived for information on the
possibilities, dbusiness chances, or legal requirements of cooperative
associetions,

The Seventy-third Congress enacted, in 1934, Public No, 46U “author-
izing aszcclations of producers of aquatic products",l/ which established
Federal suthority for fishermen to conduct ccoperative marketing enter-
prises in interstate and forcign commerce and restricted Federal

l/ See apvendix 6
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supervision of such enterprises. The act is comperable to the Cavper-
Volstead Act, approved by Congress in 1922, which established Federal
authority for producers of agricultural products to associate and market
products of the farm., Public No, 464 1s administered by the Secretary
of the Interior through the Fish and Wildlife Service. There was estab-
lished in the Division of Commercial Fisheries of the Service s section
in which the cooperative marketing work is centered.

This pamphlet is prevared in the interest of fishermen, of State
officiels and others who may be assisting in or directing the activities
of fishermen, and is intended primarily as a guide in organizing, in-
corporating, and operating fishery cooperative marketing associations,

It is submitted with the realization that it cannot be all inclusive and
will not, therefore, serve all purvoses and answer all questions relative
to the organization, incorporation, and overation of associations. Vary-
ing conditions and circumstances in many localities over the country will
possibly necessitate deviating from the plans and procedures as suggested
herein., Information and suggestions supnlementary to this pamnhlet may
be issued by this Service from time to time. Information and assistance
of a specific nature also may be supplied upon request. Scientific snd
technological information and con<ulting services of the Fish and Wild-
life Service relative to handling, orocessing, snd merketing fishery
producte may be made available to fishery cooperatiwes,

AIMS AND PRINCIPLES OF FISHERY COOPERATIVE ASSOCIATIONS

Fishermen's Associations in General

Collective action by fishermen is not new or recent in its inception,
Such group activity on the vart of fishermen is of long standing in the
maritime countries of Furope and the British Isles., The cooperative
movement among fishermen is older and has obtained greater growth pro-
vortionately in Csnada tmmm in the United States. FHowever, considerable
interest has been manifested in the United States during the last twenty
years; and, with the establishment of Federal authority and recogmnition
for such action, the movement no doudt will continue to grow and increace
at a more ravid rate.

Cooperative action by fishermen in the United States has taken vlace
in various forme. For the most part, efforts on the mart of fishermen
to act together have been for the purvose of "bargaining" either as =
fishermen association or as a labor or trede union. Bergaining by fisher-
men in the sale of their catch has been limited almost entirely to con-
tracting with buyers, orocessors, and manufacturers to determine the price
to be paid for their products for the season or other periods of time. A=
a labor or trade union, fishermen's groups overating the boats and gear
belonging to emvloyers, such as processors or canners, sometimes act through
committees in determining the "share" if on the "lay" system, or wages if
the crews are not on the "lay" system., Comparatively few fishermen's
associations have established places of business 2nd are engaged in the
marketing of oroducts of their members or in performing, handling, or



processing functions incidental thereto, Ae would be expected, such
fighery cooperative marketing associations as do exist are among the
figshermen who own small boats, nets, and other gear which they operate
individually or with a small crew. Their efforts at cooperative market-
ing consist for the most part of selling by agreement to-a common buyer
or of employing the sane sales agency. Some associations engage in the
processing, canning, and wholesaling of fishery products of their members.

Charscteristics of Cooperative Marketing Associations

As indicated by the foregoing, this pamphlet deals with fishery
cooperative merketing associations as such.

The word "cooperate" means "to act or operate jointly with another
or others.” To this definition should be added "for the benefit of those
participating, in proportion to the amount each contributes to the joint
asction or operstion."™ Cooperative marketing, then, is a specific method
of conducting & selling or merchandising business, by and for s group
of individuals, the benefits of which are chared by thoee varticipating,
in proportion to the amount each contributes to the venture. Thie paves
the way for at least an approximate definition of a fishermen's coopera-
tive marketing association--a business organization owned and controlled
by the members thereof, who are producers of aguatic products, which
operates as a merchandising organization for the mutual benefit of its
membere, on a cost basis, and which, after paying for the costs of opera-
tions, and maeking the necessery deductions for reserves and other funds,
returnge to its members =nd patrons net savings or earnings in tke pro-
portion that each contributed to the volume of business of the associstion,.

To this definition mey be added other stipulations and gqualificatioms,
but these would only serve to elaborate on the nrinciple as stated above,
This dsfinition serves the immediate purmose of permitting s discussion
of some of the charscteristics of cooveratives as to their overations,

It should be kept in mind that a cooperative association is nothing
more or less than a group of individuals collectively verforming services
for their mutusl benefit and the associetion through which the grouo

functions is only the machinery necessary in accomplishing the purposes
of the group.

The ownerskip and control of a producers' cooverative marketing
association are vested in the oroducer members or common.-stockholders.
The acquiring or holding of membership or common stock is restricted to
such producers who must not necessarily be boat owners. In some States
the statute limits the amount of such membership or common-stock holding
to a percentage of the total volume iesued. Voting in coopverative associ-
ations is customerily limited, even in the absence of a statute reocuiring
same, to one vote per member, irrespective of the number of chares or the



amount of membershiv stock held 4n the association. 1In enterpricres of a
commercial nature, other than cooperatives, ownership and management are
- controlled through stock ownership; and voting ie limited only to the
number of certaln types of shares held. Such shares are usually freely
transferasble and may be held by anyone,

Initiated a2nd overated to perform » service, such as the marketing
of products of the memders or the purchasirg of sunvlies and eouipment,
or both, a cooperative entervrise may conduct processing or manufacturing
overstions which are usually incidental to rendering such services. Co-
operation has been termed "intelligent self-interest" on tre pert of
thoese cooverating in that they agree to verform jointly a service for
themselves which they cannot provide individually. Therefore, service is
the primery object of an associetion; and if such service is no more ad-
vantageous on the average to the producer than he can perform for himself
individually, such an association has no reason or excuse for existing,

Cooperative orgenizations are not immune to the handiceps and pit-
falls to which other types of business enterorises are, or may be, sub-
Jected. Certain characteriestice of cooveratives are decidedly sdventageous
to such associetions, On the other hand some advantages at times vrove
to be handicavns, at least temporarily., For example, the membershin of en
asrociation suvvlies rather regularly e consistent volume of products en-
tailing 2 minimum cost in securing such volume, By agreement, understand-
ing, or through established policy, the association may advance to pro-
ducers a percentage of the current market vorice for the products uvon
delivery. If the nature of the commoditv in ouestion lends itself to
commercial storasge,thsnthe a ssociatbnmay borrow thereon and hold such
products for more favorable prices, pvermitting thereby more orderly
merchendising instead of "unlosding" or "dumping" on the market. In this
manner producers are frequently the chief means of financing their associ-
ations. Such arrangements enable e cooperstive enterorise to secure its
volume ofproducte in a comparatively inexvensive manner and with a mini-
mum outlsy of capitsl, which should be commercislly advantageous. Thus,
an informed and sympathetic membership mey constitute the chief ssset in
the businese operations of an association. However, the members' interest
is of chief consideration and unless the membershin continues to receive
the proper information and remains symoathetic and loyel, it may prove
to be cumbersome in the operetion and management of the association, Some
members of cooperatives at times are orompted to exercise their prerogetives
as coowners of the enterprise in such a manner as mey not be to the in-
terest of proper management, good business principles, or ~tnsrwiae healthy
to the welfare of the association., Such ie ususlly avoided, however,
where educational work is conducted amnong tre membership, Thus, in a
cooperative marketing enterprise it is necessary that the mansgement
ghoulé direct an adequate educationsl program in addition to directing
the business and commerciesl affairs of the association, In this connection
it should be vointed out also that differences of opinion in the mansge-
ment and control of the association, and tre exvense of the all-time task
of maintaining a satisfied membersehip, irresvective of conditions or nnlicy,



ere at times disadvantageous to a producer cooperative. Conperative mark-
eting is not a cure-all for the ille of thoss who would use it., It {is,
however, a very effective instrument and if properly and adequately em-
ployed, it can be of inveluable service to grours and communities of pro-
ducers, Probablv the greatest benefit from the operation of a successful
market ing association performing a varticular economic service is that
people learn to work together and cooperate with each other, and out of
the initial venture additional beneficial services of both social and
economic nature will likely evolve,

A cooverative association ie a nonprofit enterprise in that the
organization makes no profit of or for itself, its officers, or employees,
Insomuch as patrons own =nd control the cooperative enterprise which they
have set up to perform a perticular service, such patrons are not inter-
ested in margines of profit but in net returns., In an aseociation perform-
ing a marketing service net returns include the sale price of the vproduct
received by the association 1l-ss the cost of doing bueiness send the amounts
ncessary to be set aside for stock dividends, if any, reserves, and other
funde, The initial payment to producere for products delivered may be
an advence or vartial payment which would be apercentage of the current
vprice for such oroducts in which case subsecuent payments may be made,

In the operetion of an association preforming a purchasing service the
patron pays the net wholesele delivered cost of items purchased, plus the
cost of operating srnd suck other additions as may be necessary for reserves
and other funds. The "cost of overating" should include a "margin of
prafety" which may be sufficient to assure the establishment of reasonable
reserves, Thus, in a opurchasing association net returns would bde such
savings as the association may have been able to effect out of the estimated
"ecost of doing businees." It ie essential, therefore, in a cooperative

to maintain overhead and omerating costs at a minimum, including compen-
sation for officials and executives.

Thus, a cooperative enterprise utilizes labor, capital, end manage-
ment in verforming a service, the savings or earnings of which are re-
turned to members in voroportion to their vpatronage. In so doing, coop-
erstives to some extent compete with other types of enterprises either
in obtaining commoditiee from producers, the resale of the products in
markets or in the resale and distribution of supplies and equipment, but
such competition is only incidentsl in the rendering of a service to
producers Or consumers who may own and control the association.

In enterprises of a commercial nature other than cooperatives,
capital, labor, and management are combined primarily to produce returns
to investors. The cquality of service rendered, or of the commodity oro-
duced, is incidental to rewarding capital in the form of dividende and 1is
not determined by vroducers of the raw product who may use the service.

In such an enterorige the owners are the investors, as evidenced by

shares of stock, and voting is in proportion to the number of shares held.
Such shares are usuelly freely tran<ferable and may be held by anyone.

The management is seldom in the hande of more than one nr two individusls,
and i= usually determined by a boesrd of directors elected dy stockholders.
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Such stockholders are not interested in the full price of the oroduct

but in dividends which are based on the margin between costs and receints.
Dividends in such an enterpriee are distributed not as to patronsge by
either producer or consumer but on the basis of the capital invested. The
interests of the investor are of paramount concern. The initial trans-
ection between producer and buyer usually completes the deal. Whether or
not oroducers supplying commodities or raw vroducts are satisfied devends
largely upon competition, expediency, and policy.

Types of Associations

Among cooperatives there usually exists either the centralized
type or the federated tyve of association. VWhether one type is employed
in preference to the other usually is determined by the nature and scope
of the work contemplated by the association, the nature of the commodity,
the facilities for handling, snd the extent of the territory to be served
by the association,

The centralized tyve of association is one in which the individusl
holds either membership or common stock in the association proper and in
which all of his contacts are maintained direct with tke central office
of the association., In the case of the centrelized type, the member con-
ducts hia effeirs directly with the association, and it in turn conducts
its affairs directly with him, The centrsl office is the common meeting
ground for members, officers, and directors of the association., An associ-
ation of this type may be organized without respect to districts, areas,
communities, or counties, This, however, does not preclude the holding
of local or community meetings 2t which the affeirs of the association
may be discussed. As a rule, such meetings are not held officially un-
less authorized by the dylaws, or zre a definite part of the progrem as
provided for by the board of directore, Members of the board of directors,
the officers and others who are elected to office are nomineted and voted
upon by the membership in an annusl meeting at the home office of the
association. Unless volicy otherwise demands it, officers and directors
may be chosen from any section or territory served by the association,

The revorts of all committees and the business and other affairs of the
agsociation ere revorted and discussed at an annual meeting which is open
to the membership at large.

In the federated type of association, the membershio of the indi-
vidual producer is held ir a2 local association, either community, county,
or State-wide. There may be wvarious numbers end sizes of such loecals,
generally organized indevendently of each other and later federated. The
number, srea, =nd scope of locals may be restricted by the bylaws. As a
rule, bylaws set forth the si-e =snd number of the locals and the manner
in vhich they shall have representation, especially if the federated
association is formed orior to the locals. The producer-member conducts
his affairs with the federated association through the officers of his
local ané at meetings held at the local headquarters, which are orovided
for in the bylaws. Voting in, and control of, the federated association

D



by the local is customarily in proportion to the number of producers in
the local. The members of the board of directors of the federated associ-
ation may be nominated by the locals 2nd voted upon st an annual meeting
by delegates from all the locals, or nominated and elected by and from
the delegates at annual meeting, Cfficers could be chosen from the board
of directors as in the central type of association, Each local is privi-
leged to elect a number of delegates which ie usually in pronortion to

the total membershin of the local, and these delegateas represeat oroducer-
members of the locals at annual meetinge of the federated association,

The cost of ascemdling vroducts by the federated association is charged
egainst the local on a basis that permits differentials due to any in-
equalities among the locals, Patronage refunds to the individual are in
provortion to the busines=s he conducts through his local with the feder-
ated association. It should be noted that all domestic fishermen's
cooneratives existing today are of the centralized type.

Punctiones Which A Fishery Cooperative May Perform

Whether a groun of fishermen form a cooperative marketing association
should be determined in part by existinz circumstances snd conditions
with which the fishermen are confronted. The functions a fishery cooper-
ative performs should depend upon the purposes for which the association
wars organized. Other overatione in addition to the original functions
may be undertaken from time to time provided that they are in keeving
with the purvoses of the association., Experience indicates, however, that
as a rule the successful cooperatives are those which began with a definite
function to perform and which started onerations in an jnconspicucus =nd
conservative manner. An axiom that should be remembered by those in
charge of cooperatives or those contem-lating org-nizing cooperatives is
that "successful cooperatives grow, ra‘her than go into business.® Such
a policy, if oursued, should enable manszers and boards of directors to
gain the knowledge and experience necessary for successful management and
operation of a marketing association, Toon freouvently cooperative business
ventures are undertaken involving vproducts, the value of which would not

be risked by anyone in the group on a private venture of no more exverience
or preparation,

In consideration of these factors, the following may be considered
as functions which might be performed cooperatively by fizhermen. The
more elementary and less comvlicated overations are listed first:

1. To arrange for a plan whereby fichery products may be
transvorted to plents, canneries, or other markets with

greater facility and at less cost to the individusl
fisherman,

2. To operate a fuel filling station for the exclusive use of
fishermen 2nd members of the association,
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FIG, 6 -~ MEMBERS OF A PACIFIC COAST FISHERY COOPERATIVE ASSOCIATION
PREPARING NETS FOR FISHING OPERATIONS
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FIG, 7 —~ MEMBERS OF A PACIFIC COAST FISHERY COCPERATIVE ASSOCIATION
ICING BOAT
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FIG. 8 - MIMBERS OF A GULF COAST FISHERY COOPERATIVE ASSCCIATION
LOADIYG TRUCK WITE A SHIPMENT OF SHRIMP

FIG, 9 . EMPLOYEES OF A GULF COAST FISHERY COOPERATIVE ASSOCIATION
HEADING SHRIMP

(Courtesy The Morgan Oity Review)
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exhaustive or all-inclusive.

To operate a repair shop for machine, boat, and net repair.

To overate trucks and vessel cleaning equivment for rental to
the members of the association at minimum cost.

To organize collective pre-fishing onerations.

To elect officers or committees for the purvose of bargalning
for the sale of fishery oroducts to manufacturers, processors,
wholesslers, or retallers in so far as the cooperative associ-
ation itself does not contemplate operating merchandising,
processing, or packing business.

To merchandise as & business organization the products of
its memdbers and verform such processing and manufacturing
functions necessary or incidental thereto, The coonerative
association may exercise some or all of the following
functions:

a. Purchase cooperatively for members, fishery
and marine supplies and equipment;

b. Arrange for cooperative fineancing of membders
in connection with their fishing operations;

¢. Maintain a fish house or overate a freezer and
cold storage warehouse;

d. Acquire a wharf and rent landing space;
e. Operate a processing plant or cannery;
f. Maintain a laboratory;

g. Acoulre vatents and trade-marks;

h, Operate s wholesale or retall establishment including
the necessary offices and warehouses,

above-mentioned 1ist of functions should not be considered as
There are many other functions which can be

exercised by a fisherman's cooperative associstion. For example, a case

is known
nolicles.

in which the cooperative writes and sells marine insurance

In snother case, the cnoperative bonds its members and in still

another case, the cooperative successfully overates a restsurant,

13



Conditions or Circumetances That Mey Prompt the Formetion
of Fishery Cooperative Marketing Associations

As a general rule, s cooperstive association 1= orgenized to provide
e service that does not exist or to esteblish either a more satisfactory
service, and at vossibly lower costs, or an additional service for the
community or area in which it ic located, of a sociel, health, or economic
neture, In the case of a fishery cooperative marketing acsociation, the
service contemvlated would probably be of an economic nature,

Conditions which might prompt or stimulate fishermen to orgeni 7e
& cooverative might be one or more of the following:

1. Need for a more stable and constant income through freezing
and storing frozen fish caught during a glut,

2, Need for improving the cuality by using more efficient
methods of icing ané freezing.

3. Need for grester credit than cen be obtained by the indi-
vididual fisherman: for example, in the cese of giving a dbend,

4. High costs of necessary eouivment, such as trucks, gesoline
pumve, Or vecuum cleanere,

5. “xtraordinary ovovortunities which cannot be taken sdvsntage
of by individusl fishermen, due either to lack of capital or
incufficient turnover. For example, to the former category

would belong the rurchase of surplus war material, such as
borte, airplanes, or radar ecuivment, and to the latter, the
discount given to large industrial conesumere by o0il and
gasoline distributors,

6. Inaccessible markets necessitating long hsuls by bost or truck
to merket,

7. Inadequate markets, lack of facilities, poor business nrgani-
zation, with limited outlete which prevent the proper handling
and distridbution of tke total production of the s2rea in a satis-
factory manner snd at favorable nrices.

8. Continuour abuse of vroducers througkr unfair 6 dichoneet, or
fraudulent oractices,

9. TExtortionate prices charged for bost supplies, nets, twine,
corke, leads, =n? other fichery suoplies and ecuipment.

10. In the cac=e of » monovoly or th- lack of comvetition among
buyers, which results in the paying to ficherren vnrices that
are considered too low in compsrison with consumer orices and
the orice level of commodities genefally.
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11. When existing conditionx or facilities and methods emnloyed
in the distribution and sale o” fishery products result in
costs and margins that cause retall prices to become pro-
hibitive to normal or increased consumption,

12, VWhere it is considered feasible to perform a marketing or
purchasing service which might include either fresh products
or speclalty packs, involving processing, or possibly canning,
and which may enable the utilization of otherwise waste pro-
ducts; and to buy fishery and marine supplies and equioment.

In the case of item 11 above, special care should be taken by the
cooperative association so that none of the vrovisions of the Sherman
Anti-Trust Act sre violated. This Act prohibits monoptlizing or restrain-
ing trade in interstate or foreign commerce. Monopolizing trade may be
the establishment of a "closed shop" for vurchase of fish, which, in the
case of a cooperative, would be imposing on the purchaser a condition
that he must »urchase fish exclusively from the cooperative association
or from members of the association. The cooperative association may
establish a price at which the association is willing to sell its pro-
ducts., It may slso establish a price at which individual members may
sell their products. However, the cooperative association cannot legally
establish a price rhich purchasers must pay for fish bought from those
vho are not members of the conperative association, In addition, coopera-
tives can determine their own selling prices but not the selling prices
of the wholesalers or retailers to whom they sell, Cooperatives may
sell their products or the products of their memdbers by means of auction,
But 4f this type of procedure is adopted, the auction room must not be
closed to certain dealers nor must it otherwise be intended to monovnolize
the sale of fish, These cases of activities prohibited to cooperatives
are only samvles of possible violations of the Sherman Anti-Trust Act.
Many others are possible. Cooperstive aseociations which are formed
mainly for the purpose of establishing prices are advised to seek legel
councel before they start operations.

There may be other conditions and circumstsnces which might be
the direct cause of firhermen organizing associations, Furthermore,
associations msy be, and freguently sre formed without the impetus of
adverse conditions. Too often,disgruntled grouvs try to bring about
changes in conditions over which they are able to exercise little or no
control, due to the malady not being as severe or of such duration as
they had anticipated, or becasuse the groups were unsble to command enough
volume of products, or were unsble to muster enough finances and the
vroper leadership. Then, too, groups of producers have failed at times
because they acouired iceas that they could verform certsin functions
better and cheever than those with years of exwerience who were in the
business. Sometimes disgruntled or rabdbid lesdership cause the premature
formation of an association without adequate prepsration or finances.
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Necessity of Determining Basis for Establighing
an Association

A1l of the circumstances snd conditions which lead to, or cause,
the organizetion of cooperative associations cannot be enumersted or
discussed in such limited space. However, it should not be assumed that
the degree to which undesiradble conditions exiet, or the extent of their
effect and adequate remedies therefor are readily and easily determined,
Irrespective of the cause or reason, s cooperative marketing associstion
mist be considered as a business orgenization and preparation for ite
insuguration and operation should be made on a busineas basis. The first
duty of a group concerned with the fishermen's welfare should be to
ascertain whether the conditions presumed or alleged actually exist; and
wvhether it is possible and feasible to effect a satisfactory and perma-
nent remedy therefor. Murthermore, it should be determined whether a
cooperative association has a definite vlace in the business or trade
area it plans to serve,.

Of vrimesry consideration are the questions as to whether an associ-
ation is needed@, the volume of voroducts to be available to the association,
what functions or services it is to perform, and whether it is wanted by
those in a position to patronize it, Importamnt, aleo, is the amount of
capital required to operate an association until it could become estab-
lished and meke its own arrangements for finances, Further, what is the
extent of such immediste financial recuirements? Could all or part of
the finances required for operstion be obtained among the orospective
members and patrons of the proposed arsocistion? If not, from what other
gouce ~ould the necessary finsnces be secured and at what costs?

If 1t ie not ascertained in advence of organizing that the associ-
ation has an opvortunity for success as a business concern, the associa-
tion will probably expire with not more than the accomplishment of the
immediate object or purposes for which it may have been organired. The
conditions that prompted ite formation might thue be remedied, but in
time another or the same evil will appear and efforts muet be made to
either revive end reorganize the o0ld association or set up a new one.
After the failure or death of a cooperative, sttempts to establish another
in its place or revive the 0ld one meet with less and less success.

To organize and establish a cooperative marketing a=esociation reocuires
considerable time and effort and usually there are exvenses to de vaid
from some source. Potential members and leaders among the vroducers some-
times are recuested to divert their time and efforts from their vocations
to aselst in organizing the association and soliciting membership. In
order to conserve and utilize such merketing machinery, which is labori-
ous 2nd costly to form, and in order to determine the prover and complete
enswere to the questions enumerated above, it is necessary that a rather
comprehensi ve survey be conducted. This is the slower method, but it is
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one which should insure a correct beginning if the arssocirtion is orgenized.
_In determining facts as a justification for the sscociation and which
gshould reveal its possibilities for success, the sz=sociation mey be ensbled
thereby to initiste its functions and plan its program on cuch = bacis

as may vermit it to become established before members become disinterested.
The continued 1ife of the association, however, depends, among other things,
upon ite successful conduct as a business concern and the quality of the
service it verforms for its membership.

Coopersting Agencies

Some States, through the State university, college, State depertment
of fisheries or markets have facilities which enable them to offer assist-
snce to groups of oroducers in holding meetings, conducting surveys, 2nd
in organizing and operating cooperative or non-profit associations. Those
contemplating forming an association should seek the cooperation of such
department or institution in conducting surveys =2nd snalyzing existing
circumstesnces and conditions prepaeratory to organizing. Such sgencies or
institutions sre scmetimes chsrged by the Stste legislature with certsin
responsibilities in assisting the fishery industry. In some inetitutions
assistante of this nature may be given in the regular course of work pro-
viding for social and economic surveys., It is suggested that the assist-
ance of such agencies should be of material benefit to fishermen groups
contemplating the organizing of a cooperative marketing sassociation,

“ The Divieion of Commercisl Fisheries, Fish and Wildlife Service,
United States Department of the Interior, is willing and is able, on
the basis of its long experience with cooperative associstions, to assist
those fishermen who are contemplating the formation of a fishermen's
cooperative association. This assistsnce cannot, however, be of a direct
monetary nature., For fishermen there exist neither Goverrmental cooper-
ative benks nor other governmental agencies which can provide initial
capital for the formation of a cooperative assoclation. A federslly
supvorted cooperative central bank is available for the financing of
agricultural cooperative associations.

In recent years, due to gemerelly favorable business conditionms,
the Division of Commercisl Fisheries has not been avprssnshed for finsncial
assistance. However, it has assisted promoters of cooperative associa-
tions in bringing the right people together and in encouraging the
cooperative spirit. In seversl incstances, well-to-do fishermen have
advanced money to cooperatives in the interest of 211 fishermen of a
particuler community after prover advice hed been given by the Division
of Commercial Figheries. The Division has 2lso been heloful in obtain-
ing _eases of lote for fish-houses, in purchaeing survlus war materisal,
in holding elections of officers, in writing By-laws and Articles of In-
corporation, in giving technicel advice, and in esteblishing accounts
and books for the respective cooperative,

Those who =re interested in the cooperative movement chould know
that tre Reconstruction Finance Corvoration in Washington, D, C., is a
Federsl agency which makes lo=ns, when adecuately justified, to orivate
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businese enterprises, includéing croperatives, It gives svecial consideration

to tre develooment of small husiness enterprises., Approrvimately one-half of '
2ll loans, it should be noted, have been made by that sgency in amounts of

$10,000 or less.

The Beconetruction Finance Corvoration does not make loans for the formetion
of a fishermen's cooverative association, However, if the associetion is formed,
it will meke losns to be used for the fnllowing vurvoses:

Payment of lesbor,
Purchase of material recuired in the dbusiness.

Replacements of obsolete or worn-out machinery or purchase
of additional machinery neceseary for efficient omerstion.

Tatablishment of new busineses entermrises.

Eypaneion of established businesc enterprisee into new
fielde of endeavor,

Industrial construction,.

Payment of indebtedness and taves with a portion of the
loan svvlied for,

Small business loarns are made through its thirty-one district loen * :
agencies. The places in which these losn agencies sre located, as far as they '
refer to the orincipal commercial fishery areas, are the following:

Atlanta, Ga, Louisville, Ky.
Birminghem, Ala, Minneapolis, Minn,
Boston, Mass, Nashville, Tenn,
Charlotte, N, C, New Orleans, La.
Chicago, Il1. New York, N, Y,
Clevelend, Ohio Oklshoma City, Okla,
Dallas, Tex. Omaha, Nebr,

Denver, Colo, Philadelphia, Penn,
Detroit, Mich, Portland, Oreg.
Helens, Mont, Richmond, Va,
Houston, Tex, St. Louis, Mo,
Jackeonville, Fla, San Antonio, Tex,
Kansae City, Mo, San Frencieco, Calif,
Little Rock, Ark, Seattle, Wach,

Los Angeles, Calif, Svokane, “ash,

In addition this Corporation maintains = Special Revresentative at
Bl Paso, Texan, Salt Lave City, Utah, snd San Jusn, Puerto Rico. The Territory

of Alaska ic served by the Seattle Loan Agency, and the Territory of ‘Hawel®
by the Sen Francisco Loan Agency.



PROCEDURE FOR ORGANIZING AN ASSOCIATION

Preliminsry Meetingcs--Committees

Leaders and others interested in having a cooverative marketing
assoclation organized should arrange to hold either a series of meetings
or a general meeting of producers preparatory to conducting the surveys
suggested above. Such meetings shouvld be held in the territory to be
served by the association. The principles, purnoses, and nature of
cooperative marketing asso.iations should be thoroughly explained at each
meeting ~:d thie opportunity should be vrovided for a discussion smong
those present. The oroducers should be recuested to express their ideas
as to the orobable value of an association in the marketing of their
products and the purchasing of supplies. The advisability of appointing
a committee to investigate the prospects and possibilities of an associ-
ation should be discussed. Provided the oroducers are favorable to the
proposition, each group should be asked to elect one, or more, if advis-
able, of their members as delegates to reoresent rheir community or sec-
tion and to serve on a2 committee to study the orospects and possibilities
of establishing and operating an association,

In such cases one of three procedures may be followed: (1) Pro-
ducers who are present at the meetings may agree to become members of,
and deliver their oroducts to, an association to be formed uvon the com-
mittee'es receiving a certain quota of members and the pledging to the
association for at least the first year of the volume of products esti-
mated to be necessary for economicsl operations; or (2)the committee may
make its report snd recommendations to producers on its findings as to
the prospects and possibilities of an association and then the producers
may take acction accordingly; or (3) the committee may be empowered by
the producers to conduct the survey, determine the advisability of form-
ing an association, and if decided by the committee to organize, to be
the incorporators of the association, and, as is customary, its board of
directors for the first year, One of the three procedures should be
decided uvon before the committee i=s formed. Committeemen should be
selected with the vlan in mind in order that aporopriate instructions and
edequate powers may be given the committee. If the committee is composed
of the better producers and they are truly representative of the area to
be served, the third plan of procedure is usually more satisfactory,
Conditions being favorable and the producers sgreeing, that procedure 1ie
suggested.

Those elected to represent the producers should meet, organize
their committee, and elect 2 chairman, a secretary, and possibly one or
more subcommittees. It is essential that a full and complete survey be
made and a record kept of all meetings and other actions of the ~conmittee
and its subcommittee.
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FIG, 12
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Work of the Committee on Surveys

One subcommittee should be charged with the responsibili y of pre-
paring schedule: of cuestions and other material to be used in conducting
a survey. The material should be prepared in simple form so that answers
to questions and other information mav be obtained with as few complica-
tions as possible, For the most part, the committee should determine, by
ouestionnaires and other means, information along the following lines:

1. Prospects for onerations.

A, Prospective number of nroducers that the association
might expect as members and patrons,

B, The status of financial obligations of prospective
members and the orobable effect of such obligations
on vossible deliveries of products to, and the
purchasing of suvplies from, the association,

C. Prospective volumes of business based on production,
catches, or landinge the potential membership and
vatrons should make poasible to the association,
the attitude of the individual figherman as to
becoming a member of and delivering his oroducts
to an association; the functions and services the
association should perform:

a. Volume of various fishery products to be received
and sold.
b. Volume in dollars of marine supnlies and equirment
wvhich might be purchased for members and patrons.

2. Existing and potential markets.

A, Suitability of the markets now serving the immediate
area and the prospects and possibilities thereof
ag outlets for the volume, type, and kind of
products the association will have for sale.

B, The adequacy of the available transportation facili-
ties to those markets, what facilities will be
necessary for the association to provide, and the
approximate cost.

C. Potentiality of other markets to absord products of
the association, including new or specialty packs
which might be developed, and transportation costs
thereto.

3. Wharfs, fish houses, buildings, refrigeration and cold
storage plants, automobiles. trucks, processing machinery
and other machinery. ;

A, The wharf space needed, number of boats involved,
number, size, and type of construction and costs of
buildings needed, depth of water, dock facilities,
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B, Type of freezer needed, electric current available,
size of cold storage facilities needed, ammount
and type of equipment snd machinery to be used
and approximate costs thereof, other processing
equipment needed, such as scales. knives, ete.
end aoproximate costs thereof,.

C. Automobiles, trucks, their types, capecities and costs,
aporoximate demand for their use, and rental income
to be expected,

4, Finances.

A. Aporoximate maximum financial requirements for the
total outlay as contemplated.

B, Other capital requirements. Capitsl stock, its
divieion into shares, initiation fees, contemplated
dividends, expected reserves, membership certificates,
undistributed profits. Special attention should be
given here to capital which is brought in in form
of lots, buildings, boats, equipment, or machinery,
Reasonable evaluation in such cases should be made,
eventually by certified public accountants,

C. Tuture possibilities of supplying fiuancial needs
of individu~l producers and of the cooperative
agssociation itself. Under this heading, surveys
should be made of bank connections, possibdle
advances from purchasers, loans from credit
institutions and from members, discount rates, and
advance payments to members, Cooperatives may be
induced to establish small losn departments for
its members.

It will be necessary, of course, for the organization committee to
meet from time to time to receive reports from the several subcommittees.
Upon completion of the survey, the subcommittees should repert to the
organization committee, and the information as revealed by the survey
should be thoroughly discussed before further action is taken or recommenda-
tions are made with respect to organizing the association. The nex
move by the committee should depend upon the decision reached as a result
of the survey and the extent snd nature of the amthority vested in it by
the producers at the time the committee was created. If the authority
and instructions are in accordance with plan number three, as suggested
above, the organization committee may proceed with its consideration of
the advisability of forming an association, If the committee on organi-
zation decides an association should be formed, it should then apooint a
subcommittee and charge it with the resvonsibility of preparing the
articles of incorporation, vprovosed bylaws, and membership application
forms,
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Work of the Committee on Organizstion

The subcommittee, on drafting the articles of incorporation, by-
laws, =2nd membershin aonlications, should first consider the type of
association that would best suit the needs of the varticular area to be
served by the association.l/ In eny tyve of axsoclation decided unon,
the subcommitter should keen in mind that it is essential each section
nf the area to be served be duly represented in directing the business
and other affairs of the association,.

Some of the legal phases of cononerative associations and require-
ments of coroorate papers are discussed in s subsequent section of this
namnhlet.g/ In the anvendix of this vamohlet are suggested formes of
cornorete mapers, These forms may be useful to the committee, at
least 28 =2 guide in drafting the pavers for the association. It is ad-
visable to suggest that competent assistance be secured in drafting such
pavers. The svecific State statute under which the association is to
be incorporated should be thoroughly understood and followed in order

that there may be no mistske in oroviding appropriate vavers for the
agssociation.

Formal Stevs in Forming the Association

Filing the Articles of Incorporation %/

Following the completion of the work on the corvorate pavers, the
eubcommittee should make its remort to the wh-~le committee on organiza-
tion. The reoort should include the corvorate paners prepsred by the
committee for discussion and recommendetiones for their adontion.

The whole committee on organization would then have the reports
of the subcommittees on survey and corvorate navers uvnon which to act.
Such action would be either to oroceed with setting un the association
or to mexe its revort with recommendations at meetings of prosvective
producer-members in the area which elected the committee, 2nd await
further instructions from the producers. The sction taken by the com-
mittee would denend unon the suthority vested in it at the time it was
established. Assuming that the committee, vhen elected, was charged
with the resnonsibility of forming sn association, if a majority of the
committee deemed such action advisable, and if such decision is resched,

“he committee should then proceed as incorvorators, if incormoration
ie desired.

1/"Tyoes of associations," 1.9

2/ "Legal reouirements and cormorate structure ," v.%6
Ces sppoailzes 1 & 2,

L/See Appendix 1.
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The question of incorporation or non-incorporation in most cases of
existing cooperatives is decided in favor of incorporation. The reasons
are very simple. Incorporation sxempts the individual member of the cooper-
ative from any 1iability the cooperative association may incur. In the case
of incorporation, the individual member has only to nay the amount equalling
the number ‘and value of shares to which he or she has subscribed.

However, during the last two years, attempts have been made to use the
non-incorporated form of cooperative sssociation. FEspecially unions snd
locals of unions of fishermen have assumed the character of cooperative
associdtions without incorporating their respective organizations, and,
whether incorporated or not, even without establishing any charter under
which they could do busineds. It is cuestionable whether organizations which
do business and make price agreements concerning fish and fishery oroducts
can enjoy the legal advantages given by the Fishery Cooperative Marketing
Act and, at the same time, avoid a cleer statement of the relationship among
its members and between the members and the organization, without any refer-
ence to profits, limitations of profits, and consideration of non-members.
In any event, a charter should be drawn up showing the capital, purposes
snd membership relationship of the organization, and the minimum require-
ments of the Fishery Cooperative Marketing Act of 1934, These minimum
requirements are (a) that each member has equal voting rights regsrdless ot
the number or value of shares held; (b) that no higher dividend than 8
percent per annum be paid:; and (c) that at least 50 percent of all business
be done with members.

After the committee members entrusted with signing the articles of in-
corporation have done so, they must learn with which State agency the articles
of incorporation must be filed and then mske anplication with this State
agency for a charter of incorporation, paying the reauired fee.

;Excerpte of the State laws which refer to the minimum requirements
for cooperatives and to the State agency with which to deal appear on vpages
60-€E4 , under the heading "State Statutes."

The number of the committee members signing the articles of incorvora-

"tion cannot be less than the number of incorporators recuired by the statute,

If the incorporators are to serve as directors the first year, a sufficient
pumber of the committee considered necessary to represent properly the
producers on the board of directors should sign the articles of incorpora-
tion, provided such number shall not be less than the number specified

in the statute. Following the filing of the articles of incorporation,

the board of directors named in the articles of incorvoration should
proceed to organize the board and complete the organization of the associ-
ation,
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Organizing the Board of Directors

In this nrocedure a typical case 1¢ based on the incormorators
being the directors and the officers of the association being in turn
memberes of the board, Statutes vary as to requirements in selecting
nfficers of the association, but the procedure given here is the more
prevalent.

The directors organizing their board should elect the officers of the
association from among their number., The officers ordinarily orovided for
are the president, who is usually chairman of the board, one or more vice
vresidents, a secretary, and a treasurer, Quite often the two last-named
of ficers are combined and the officer elected to fi1ll the tnlace 1s desig-
nated as the secretary-treasurer., If the membership of the board of
directors is large,or should it be inconvenient for the members to meet
as often as desirable, the board should elect an executive committee
that can meet readily aend act for the board.

Adopting Bylaws--Obtaining Membersl/

Upon completing the organization of the board of directors, the
board should advertise and give notice of a general meeting or a series
of meetings of producers who are prospective memhbers, to be held in the
area to be served by the association. At these meetings a full and com-
plete report of the findings and actions taken by the orgsnization com-
mittee, the incorporators, and the board of directors should be given;
also, the proposed bylaws should be read and an opportunity be provided
for producers and prospective members to discuss them. After the dis-
cussion of the bylaws a vote should be called for and tsken as to their
adoption., Following the adoption of the bylaws an opportunity should be
given to fishermen and other producers of aguatic products present to
become members of the association., It should be pointed out to producers
that membership in the association carries with it an obligation to
deliver to the associstion all of the products nroduced by the member
which the assoclation is handling. Where an agreement is provided and
entered into by members and the association, this guestion is discussed
and clarified, WYhere an agreement is not contemplated, it should be
explained that the board of directors and the bylaws, to which the member
agrees, govern the delivery of products to the association, and a vro-
ducer is governed thereby so long as he is a member of the association.
In order to facilitate matters the membership anplication forms prepared
by the orgenization subcommittee should be distributed in obtaining
applications for membership in the association. A membership committee should
be appointed by the board of directors, and it should meke plans following the
meeting or meetings for a general drive to obtain additional members. A
considerable number of prospective members probably will be unabdble to
attend the organizstion meetings; therefore, the entire area to be

1/ See Appendixes 2, 3, and U4, ’
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served by tke ascociation should be canvassed with = view to giving each
eligible vroducer an ovnortunity to become a member of the association,

Beginning Overations

At this »oint it becomes essential for the board of directors to be-
ging making nlens for actusl overstions. Of orimary consideration is
the matter of finances, The revort of the orgen’zation committee should
indicate nossible sources of funds. It may be that the intended overe-
tions would not necessitate the immediste borrowing of substential ceavi-
tal. The association could, and in almost every case should, begin on
a2 modest scale. #: sSated previously, aseocistions ususlly develop more
permanency when they "grow into business" rather than when they "go
into business,"

Much could be said about the denomination of shares., In fishery
cooverative asscciations the denominations vary from $1.00 to $1,000
or more. Actually, no advice can be given which would be valid in every
cese. The denomination of shares denends (a) on the imrediste purposes
of the cooverative: (b) on the number of members; (c) on the financial
situetion of the members; and (d) on the charscter of the bsnk connection.

A small cooverative which has for ite only ourpose the collection
of a greater quantity of fish in a fishhouse and the sale of this fish
to wholesalers does not need much cavrital. A share in such s coomer-
etive usually should no: be greater than the value of the aversge weekly
cetch of the average member, Under present conditione a much smsaller
emount is necessary since many wholesalers and even retail esteblish-
mente are willing and eble to advence funds to the cooverative from which
immediete vayment to members cean be made. In cases in which the coopere-
tive intendes to esteblish a freezer and cold storage werehouse, the
chare cepital shouled usually cover an smount which will be sufficient
to pay for the investment in buildings and machinery, if matched by an
eoual amount from a government loan agency or from o banking institution.

Coonerative associstions which act as attorneys or agents for
their members need no share cevnitael at all, Efficient cooperative en-
terorises of this tyve have been established in California. The largest
share canitsl is reouired in cooveratives which maintain canneries or
exvensive laborstories.

Cooperative organization nermits starting with small beginnings;
for example, by overating a fish house and building up reserves which
may be used leter on for aggrendizement, Needless to say, combined
strength accumulates cavital more oquickly than individual effort.

In conrection with its financial needs the board should take

inventory of the immediste work or service it is to perform and make
plans accordingly. It shouléd consider employing a maneger or scmeone
L
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to vut in charge of overations, devending on the functions contemplated.
Should the intended overations be elsborate, neces=iteting much time
for the consideratinn of a mansger, nne or more persons should be
selected at least temporarily to mske arrsngements for the beginning of
overstions.

If i1t is deemed 2 building is necessary, consideration should be
given to the leasing or constructing of a building, and the installa-
tion of such machinery =nd other ecquivment as may be reocuired. The
vrevaration of oplans for a building showing the location of machinery
2nd other eaquipment are very essential to good management and efficient
overations, It 1s recommended thet actual construction of buildings,
the selection and installation of machinery, equipment, etc. be delayed
until the advice snd counsel of experienced men or svecialicsts can be
obteined. The location of a building is ouite important and may, if im-
proverly placed or inadecuately plenned, have considerable adverse
effect on nlant overations.

UPERATION METHODS AXD POLICIES

Mansgement

In oractically all cooperative marketing associations complete
manzgement of the business 2nd generesl affairs of the association is
vested in a bosrd of directors, exceot for such authority as may be
otherwise delegated by the statute, the articles of incorporation, or
the bylaws.

The members of the first board of directors are specified in the
erticles of incorporation and serve as board members for the first
vear, or until their successors are elected and qualify., Thereafter
the board of directors, or a portion of its membership, is usually
elected each year by the members of the association. Some bylaws vro-
vide the terms of office of the directors shall be for an uneven number
of years. As an exemple, if there are six members on the board, two
may serve for 1 year, two for 2 yeers, and two for 3,

The vosition of bosrd member of a cooverstive associstion ie one
of honor and resvonsibility. First, it is a manifestetion of truet and
confidence on the psrt of his fellow producers in his honesty, integ-
rity, end ability. The welfsre of the aseocistion, 41t success or
failure, rests uvon the bosrd of directors as a group. The board, repre-
eent ins the membershiv, vossesses and may exercise all the nowers the
association has under the law, It is the duty of the board to direct
and supervise, in a specific or general way, the functions and activi-
ties of the association., It may, and ususally does, employ a msnager,
agents, or other personnel to cerry out the details of operation and
management of the association, but the boerd of directors is accountable
to the membere for ite stewardship in office.
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In the case of 8 cooverative association of producers, such as a2
fishermen's association, members of the board of directors are unable
to devote the necessary time to suvervise in detail the routine busi-
ness affalrs of the assoclation. It becormes necesssry, therefore, to
employ someone to act as manager or agent for the association.

The first, snd probably the most serious, ouestion that confronts
a new boesrd of directors is the employment of a manager. The ouestion
is inveriably asked: "Where can we get a comvetent man to do what we
went done for what we are able to pay?" Usuelly the caliber of a
manager, and whet one should vay him, would be determined primarily by
the volume of business, the nature and extent of operations, =nd the
investment involved. Needless to state, a $6,600 men should not be
emvloyed to conduct e business which might be efficiently and =atis-
factorily menaged by a $4,600 man., On the other hand, 1t is unlikely
that $6,600 worth of results in msnagement can be obtained from the ex-
pvenditure of $4, 600 for a msnager--not for long at least. In any event,
whether it be a manager drawing s minimum salary and whose functions
consist only of routine handling, weighing, and pecking fresh fish in
the round; shipping, billing, and keeving records of returns and pay-
ments; or whether the masnager is to head a seversl hundred thousand
dollar concern, there are certsin prerequisites necessary: (1) Un-
ouestionabdle integrity; (2) experience preferred or at least a general
knowledge Nf the business; (3) comvetency and capability: (4) knowledge
of cooperative marketing and anpreciation of the spirit of cooperatives,
their aims and purvoses, It has been stated, =nd probably wisely, that
in seeking a manager for a cooverative it is better to sacrifice some
experlience and knowledge of the business contemplated in favor of a
true avpreciation of the spirit, a2ims, and ovurvoses of the cooperative
and the desire to render the best vossible service to the membershin.
There is a2 limit, however, to which a board of directors should go in
this respect. For instance, if a manager lacks the necessary business
training or exverience irrespective of a sympathetic attitude and
desire to render service, the funds of an association might be dissi-
pated before the association could be vlaced on a sound business basis,
Therefore, sentiment for the princivles of cooperation and the desire
to be of social service should not outweight a lack of knowledge of
the business and actual experience.

Facilities

The extent to which an association should emoloy machines, machinery,
and general eguioment in the conduct of its overatinne is denendent unon
the nature, exteat, and the volume of its business. %“hether elaborate
or barely essentisl ecuipment is used, the association as a dbusiness
concern should emploay sound business nrincinles and methods. Slinchod
snd havhavzar methods never mede any business better, A marketing associ-
ation is not s benevolent or charitable organization and should not
perform services that are not in direct line with its purmoses and
provner business vnractices. Special services, favors, or consideration
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should not be vwerformed for, or be grented to, individual members or to
any groun of members unless the same or like service is available to
other members or to other grouns of members,

The facilities and »lsnt ecuivment of an associstion should denend
upon the type and volume of voroducts handled and the nature of the busi-
ness in which the sssociation is to engage. Certainly assocliations with
limited cepitsl and small volumes of oroducts should not instsll machin-
ery and equioment, the economical use of which would reouire 2 volume
of several times that availadle, or in prospect, to the association,

As 2 rule, vroducts should not be processed or manufactured unless such
operations enhance the price of the oroduct to at least cover the cost
of such additional omerations. There are times, however, when oro-
cessing prevents or delays deterioration, or makes useful and salable
products which otherwise could not have been sold at the time of re-
ceiving.

Records and Accounts 1/

The statement above with reference to plant machinery and equio-
ment aonlies also in the case of bookkeeving =2nd accounting equipment.
Sufficient machinery for this ourpose should be obtained, but it is
compsratively easy for a new association to get stocked with more machines
than it can adequately use,

Adequate Accounting System

Records and accounts of an assoclation should at all times show the
status of the sssociation and each member's interests therein., A card
or sheet system should be maintained for the individual member and vatron
that will reflect at any time the amount of business the individual has
transacted through the association, A financizl statement should be pre-
pared monthly by the manager., The statement may or may not be furnished
to the board of directors as often as every 30 daye, depending on how
freouently the board may meet, or on the volicy adopted. The board of
directors or the executive committee should meet, however, at least
guarterly, and there should be a meeting of the entire board at least
every b moaths, Operating and financial statements should be furnished
the executive committee and the board at such regulsr meetings, and
special reports should be requested and rendered as needed.

Bookkeeving and auditing.-- The following simvle transacations,

freouently occurring in cooverative associations, have been translated into
commercial book entries,. ;

Uncuestionably, each cooverative must have a commercial bookkeeving
system. It can be very simole for small cooveratives, composed of a
"Journal" only. The entries in this Journal are made in such a way that
each transsction shows s "debit" and "credit" entry of eoual amounts
This is done to facilitate summerization of the income and expenses ;nd
to show the financial orogress made during each month or other period.

i]iThs section on :Regordé and fLccounts" was prepared with the advice and
cooperation of Walter H. Stolting, Asst. Chief, Economics & Cooperative
rarketing Sectione 30



Dehit and credi’ entries are governed by the following rules:

In asset accounts:l/
Increases are recorded by ddbits.
Decreases are recorded by cref}ta.
In 1iability and canital account s:2
Increases are recorded by credits.
Decreases ere recorded by debdbit,

How simnle transactions are prepared ‘or entry in the Journal may
be seen from an assumed cooperative business as follows:

19--

Sent. 1 Signed stock subscription was received from
John Jones for subserintion of $1500.00,
Debit: John Jones Capital Subscrivotion
(increase in asset)
Credit: Capitsl Stock
(increase in canital)

Sept. 5 Check received from John Jones in mayment of
$1500.00 canital stock subscrintion.
Debit: Cash
(increase in asset)
Credit: John Jones Canital Subseriotion
(decrease in asset)

Sept. 7 Cooperative member John Jones delivered 10,000 wounds
of haddock to Co-op at 10 cents per vnound.
Debit: Merchandise Purchases
(decrease in Profit & Loss-Capital Account)
Credit: John Jones - Member
(increase in Liability)

Sept. 7 Customer, Max Soldo, bought 5,000 pounds of hadfock
at 12 cents ver 1b,
Debit: Max Soldo, Customer
(increase in asset)
Credit: Merchendise Sales
(inc.ease in Frofit & Loss - Canital Account)

Sept. 10 Received check from Max Soldo in vayment of Invoice of
9/7/u6.
Dedbit: Cash
(Increase in asset)
Credit: Max Soldo, Customer
(decrease in asset)

1/ Means accounts of things owned.
g/ Means accounts of things owed.
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Sent. 10. Tought 100 3-cent postage stamos
Debit: Postage
(decrense in profit snd loss - canital account)
Credit: Cash
(decrease in ascet)

Seot, 11 Borrowed $1,000.00 from the First National Bank on
90-day note in order to obtasin working cavitsl,
Debit: Cash
(Increase in asset)

Credit: Notes Payable
(increare in 1iability)

Sent. 1& Paid John Jones 75% of value of his delivery of 9/7/M6, in
accordance with policy set by Board of Directors,
Debit: John Jones, Member
(decrease in 11ability)
Credit: Cash
(decrease in asset)

Sént. 15 Paid employee, Henry Hill, his semi-monthly wages,
Debit: "ages
(decrease in orofit and loss - capital account)
Credit: Cash
(decrease in asset)

Sevt. 15 Sold for cash, 5,000 nounds of haddock at 12 cents per pound,
Debit: Cash
(increase in asset)
Credit: Merchandise sales
(increase in oprofit and loas - capitsl account)

Sept. 15 Paié Cold Storage Company $10.00 in vayment for freezing
services and freezer svace,
Debit: Freezer exvense
(decrease in oprofit and loss - capitsl account)
Credit: Cash
(decrease in asset)

Dec. 31 Poid John Jones balance due him for deliveries made during
seasnn.,
Debit: John Jones, member

(decrease in liability)
Credit: Cash

(decrease in asset)

Dec. 31 Declered patronage refund of 10 vmercent on value of deliveries,.
Accordingly, $10.00 was due John Jones,
Debit: Patronage refund declered
(decresse in surplus - cavital account)
Credit: John Jones, member
(increase in liability)
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Dec. 31 Patronage dividend declesred was veid in cash. Accordingly,
a check for $10.00 was sent to John Jones.
Debit: John Jones, Member
(decrease in 1liability)
Oredit: Cash
{decrease in asset)

The transactions mentioned above aré entered in the Journal acs follows:

JOURNAL Page 1

e

—
_——— o e —— . o s

- - P ——— - —
- - —_— -_— -

Folio: Debit i  Credit

es oo .1

———— - —— ~—— s

19
Sept. 1 John Jones Capitsl Sub-
seriotion. .. .. % AP 1 1,500,00
Cavpital Stock... ... 1 1,500.00
To record capital stock
subscerintion of John Jones.
5 Cash 1 1,500.00
John Jones Capitsl Sub-
cription - to record itgl 1 1,500,00
:toég subscriptignoof jgﬁh Sones. 3
7 Merchandise Purchases 2 1,000,00
John Jones, Member... 2 1,000,00
To record delivery of
10,000 1bs. haddock @ 10¢
1b.
7 Max Soldo, Customer..... 2 600 .00
Merchandise sales..... 2 600,00
To record sale of 5,000 1lbs.
haddock @ 12¢ 1b,
10 Cash 1 600,00
Mex Soldo, Customer 2 600,00
Received check in »nayment
of invnice 9/7/U6.
10 Postage 3 3.00
Cash 3.00
Bought 1N0 34 stamvs. ... 1
11 Cash ) § 1,000,00
Totes Payadble 3 1,000.N0

Borrowesd $1,000,00 from
First National Bank on 90-
day note,
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2

JOURNAL Page
; ‘Folin. Debit Credit
19-.
Sent,
14 John Jones, Member 2 750.00
Cash 1 750.00
Remitted 75% of balance
due member in accordance
with policy of settling
75% within one week and balance
at end of season,.
15 Wages 3 100.00
Cash 1 100.00
Paid Henry Hill semi-monthly
wages.
15 Cash 1 600.00
Merchandise Sales 2 £00.00
Sold for cash 5,000 1bs.
frozen haddock @ 124 1bs,
15 Freezer “xmense 4 10.00
Cash 1 10,00
Payment made to Cold Storage
Co., for freezing and freezer
space.
Dec.
31 John Jones, Member 2 250.00
Cash 1 250,00
Balance due on deliveries
made during season.
31  Patronage Refund Declared i 10,00
John Jones, Member 2 10.00
Patronage refund declared - 1% )
of value of deliveries.
31  John Jones, Member 2 10.00
Cash 1 10.00

Payment of patronage refund
made this date.
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Larger cooperative associations transfer the entries mentioned above
from the Journal to a "Ledger." The Ledger contains, under individusl
headings, all asset and liability accounts., The Ledger may be one bound
" book or it may be a card file. The division and heading of the accounts
is the same whether the:Ledger is & book or a card file.

Tntries are vosted in the Ledger in the following menner: (The vage
nf the Ledger in which they are posted is noted in the "Folin" column of
the Journal.) Correspondingly, in the folio column of the Ledger, the
page of the Journal from which the entry was tsken is enbered.

LEDGER Page 1
:Follo : Debit :Folio: Credit
19— John Jones Capital Subscrintion
Seot. 1 i 1,500.00 Sen;. 5 1 1,500.00
Cavital Stock

19--
Seot, 1 1 1,500,00

19-- Cash 19—~
Sent. H 1 1,500.00 Seot. 10 1 300,00
10 | 600,00 14 1 750.00
11 a 1,000.00 15 2 100,00
15 2 600,00 15 2 10,00
Dec. 31 2 250,00
31 2 10,00
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LZICGER Page 2

Folio : Debit » :Folio: Credit
19-- Merchandise Purchases
Seot, 7 1 1,000.00

Merchandise Sales

19-- .
Sept. 7 B | 600.00
15 2 600.00

John Jones - Member

19_. 19--~
Sept. 1L 1 750.00 Sept. 7 1 1,000.00
Dec. 31 2 250.00 Dec. 31 2 10.00

31 2 10.00
Max Soldo - Customer

19-- 1G--

Sept. 7 1 600.00 Sent. 10 ) 600,00
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8 Xoldn s Debit 1Folio: Credit
g 2 Postage
Sent .10 1 3,00
Notes Payable
19--
Seot. 11 1 1,000,00
Wages
19--
Sept .15 2 100.00
Freezer Expense
19--
Sent. 15 2 10.00
Patronage Refund Declared
19—~
Dec. 31 2 10.00
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The debits and credits which have been made to the various accounts
must be equal at all times and frequent checks gshould be made to see that
this is the case. A check made to determine thie condition is known as
a trial balance. A trial balance consists of listing the amounts of the
debits end credits of each account, If the sum of the debits eouals the
sum of *the credits, the books are in balance, and except for the possi-
bility of compensatory errors all transactions have been posted properly.
If the debits and credits are not equal, 2~ mistake has been made and the
books should be checked for the error or errors,

A trial balance, resulting “rom the few entries made above, follows:

Trial Balance

Dec. 31, 19--
; Debits ‘ Credits

Capital Stock 1,500,00
Cash 2,577.00
Merchandise Purchases 1,000,00
Merchandise Ssles 1,200.00
Postage 3,00
Notes Payable 1,000,00
Wages 100.00
Freezer Txpense 10.00
Patronage Refunds Declared 10.00

_3,700.00 3,700.00

After the trial balance is made, two other summary statements should
be established: The Balance Sheet and the Profit and Loss Statement,
These statements indicate what orogress the nrganization is meking, and
should be prevsred at the end of each month as well as at the end of each
fiscal year.

The balance sheet oresents a financial picture of the business at a

particular time (December 31, for example), while the vrofit and loss

statement plctures the operations through a given veriod of time, such as
a month or a year, 38



Examnles of these two statemente follow:

Balance Sheet
Dec. 31, 19--

% e t—————— e

Assets Liszbilities
Cash $2577 ©O Notes Payable $1000 00

Capital
Canital stock 1500.00

Surplus [71.00
1 00

$2577 00 $2 00
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Dec 32, 19--

lerchandise Seles
Merchandise Purchases
Groes ProTit

Deduct Txmenses
Postoge
Wagces
Trrezer Yxpense
Yat Pl‘t)f‘i t

1200 00
1000 20

3 00

100 920

1000

Patronrze Refund Declared

To Surplus

11

10

————r—




The examples given should be sufficient to enable any small cooperative
to apnly sound bookkeeving orinciples. The menazger has only to make entries
in his book by following the examples given above.

However, in large cooperatives, more elaborate accounts are reouired and
conseocuently more elaborate balance sheets must be expected. For those lerger
cooperatives thie folleowing description of = more comnlicated balance sheet
and profit arnd loss statement is added.

The balance sheet 1s divided into three distinct sections: (1) assets,
(2) 1iabilities, and (3) net worth. The term itself implies that there is =a
balance. The assets are always ecual to the liabilities and net worth,

Yhat are Assets?

Assets revresent all the proverty snd resources of the organization.
All assets which could be converted into cash during a year's onerations
are current assets, Such items as land and buildings, machinery and ecuio-
ment, furniture and fixtures, and long-term notes receivabtle are fixed
assets.

"Accounts receivadble" is a current asset and sn item which is
freouently overrated on tke balance sheet when organizations fail to make
vroper allowance for bad accounts, .Crdinarily accounts which are more
than one year old are guestionable. Organizations doing considerable
credit business should watch this item carefully and accounts of ocuestion-
able value should be written off. Loss cn bad accounts is an operating
cost and should be shown as such in the profit and loss statement (income
and exvense).

"Prepald Exvenses" represents that part of expenses which is paid
in advance but is not yet used up. Insurance is an example.

“Yhat are Liabilities?

Liabilities revresent debts or obligetions of the organization,
Most common among lisbilities are accounts paysble, notes payable, and
mortgages,

Liabilities are also listed as "current" and "long-term," depending
on when they have to be met. Ordinerily any liability which will mature
during a year's operations is considered current, Quite frequently
such liabilities as accrued taxes and accrued interest are omitted from
the balance sheet. Accrued liabilities are the opvosite of prepailc ex-
penses and represent that part of an expense not yet due and payable but
actually chargeable to the current period of ovneration. These accruals
are definite lisbilities and should be shown as such on the balance sheet
to present a true picture of the financial condition of the organization
at a particular time,
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What is Net Worth?

Net worth shows the nz2ubers' claims on the assets of the organiza-
tion and is the excess of assets over liabilities. Net worth items are
vaild-in-capital (including canital stock and stock credits), surolus
accunulated from past snd current earnings retained in the business,
and special reserves for a building fund, for fire losses, etc. (Velua-
tion reserves for deoreciation of boats, veseele, buildings and egquimment,
for bad debts etc., are deductions from assets and are shown as deduc-
tions in the assets section of the balance sheet.)

Unless assets exceed lishilities &hemiuunl_mxgm

ity 1 the or igation since it wo take 1l th t
iabilities ditor clai of the bqg_gggg‘__Aggig‘_;n_gnx_hglgngp
sheet, the ggggt u to _th D o

Financial Ratios

If an organization is to stay in business, it must pay ite debts
as they come due. It must also have enough cash on hand to meet current
operating expenses. One measure of an organization's ability to do this
is the ratio of current assets to current liabilities. Just what ratio
is desirable will depend on the type of organization and its method of
overation.

tg for each dollar of ! or a ratio of two to oge.
In ensuing pages a balance sheet and a profit and loss statement of
a represontative fishermen's cooperative association are given in greater

detail. The value of compsrisons based on the balence sheet and the
profit end loss statement is also discussed.
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Balance Sheet of
FISHERMEN'S COPERATIVE o e o ASSOCIATION

as of December 31, 19--

ASSETS
Current Assets
SEsli'on Band............. $ 163.28
Cagsh in bank............. 2,100,020
Accounts receivable
Patronm. .. .......... $ 586,44
GEOerEl .. ... 0000 2 2
$ 3,137.21
Less: Reserve for Bad Accounts. .. 62, 7u
3,074.47
Fotes receivable............ 1,387.41
Inventory
Merchandise.............. 1,060,52
2ot b T O A 921,54
Prepaid expense............... 77.49
Investments
Stock in other organizations..
Tixed - Ascets
S o I N . 1,006, 67
T L A U 13,337.33
Less:Reserve for Depreciation 2,116.55
10,560.78
Vessels, machinery, and equipment 8,980,445
Less:Reserve for Depreciation _4,118.25
4 862,20
Office equipment.............. 246,49
Less:Reserve for Depreciation.. _ 119,46
127.03
Trucks and delivery equipment.. .. 1,160.00
Lesgs:Reserve for Depreciation. 580.00
580.00

Total Fixed Assets.........

Total All Assets........

L3

$8,784.71

200.00

17,1136,62
26,121.39



Balance Shest of

FISHERMEN'S COOPERATIVE. «cucmmme amemwisenme ASSOCIATION
as of December 31, 19-- (CONTINUED)
LIABILITIES
Surrent Liasbilities
Accounts payable
PAtTOnS. «vve e e inn e $ 3,553.88
General 501. 85
Short-term notes payable 599.17
Accrued interest nayable 12,20
Accrued taxes.............. 147,00
Total current liabilities $ 4,820,10
Fixed Liabilities
Mortgage payadble............ 1,850,00
Total liabilities........ 6,670.10
NET WORTH
Canital stock - authorized......... $ 15,000,00
Less: Unissued.................. 3,500,970
Canital stock issued and outstending.. 11,500,00
FUTDLNAB ;2o o a5 506 w958 06 @i s W - ® S " 7,841,09
Net income for period................ 110,20
Total net worth............... 19,451,29
Total liabilities and net worth,. $26,121, 39
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In the balance sheet above there is $1,82 current asgets for each
dollar of current liabilities or -~ ratio of 1.8 to one. Since the ratio
is less than two to one, the organization may have dif<iculty in meeting
its current obligations as they come due and still have sufficient operat-
ing ceoltal in the buriness 8o as to take advantage of cash discounts and
allowances on its purchases. Should the ratio be less then one to ome,
the organization will need to borrow money to pay ite current obliga-
tions and may have to buy its supplies "on time." Such a condition indi-
cates either a heavy and pressing debt load or thet too much canitsl is
tied up in fixed assets. Such an organization usually has difficulty in
borrowing capital on reasonable terms.

Worth-debt Ratio

The worth-dedbtt ratio is also important, This 18 the ratio of net
worth to total liabilities.

In the balance sheet there 1s $2,91 of net worth or owner canital
for each dollar of creditor or borrowed capital. This is a deeirable
situation. Creditor canital should be held to a minimum since fixed
interest charges and debt payments can quickly increase costs to a noint
vhere it is difficult to meet competition. Thie is particularly true
when the volume of businese is relatively small. It is desirable to
finance all fixed assets from owner canital. This is generally accomp-
lished by selling stock to patrons or retaining earnings in the businees,

Per Unit Overhead Costs

A third ratio, of interest to directors and members of enoveratives,
1s the ratio of total units of buminess (pounde, tons, barrels, dollars,
etc.) to the investments in fixed assets. It is calculated by dividing
total units of business by the total fixed assets. The ratio shows the
number of units handled per dollar invested in fixed assets,.

Since fixed assets represent g definite overhead expense, it is
desiresble to handle as many units as possible per dollar invested. The
more units handled ver dollar of fixed assets, the lower will be the per

unit overhead costs and the more efficient will be the cooperative in
serving its members.
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What are Reserves?

Reserves are funds set aside for use in the future, either to meet
g definite known exvense or as insurance against posgsible future exvensesg
or losses. For example, an orgsnization which has a mortgage that will
mature at a definite future date may set up a "reserve for debt retire-
ment" to which vart of the earnings each year are allotted so as to have
money on hand to retire the mortgage when it matures. Merely setting up
a reserve does not guarantee that money will be on hand at the time it
is needed unlesc the amount credited to the reserve is actually held as
a separate funé or invested in securities which can be converted to cash
when the mortgage 1s to be paid,

There is a tendency in cooperative marketing organizations to pay
out as much as possible for products marketed. This frequently leads
to a depletion of reserves unless such reserves are held in a sevarate
fund. It is not uncommon to find records showing lerge reserves but
little or no cash on hand. This means that money is "tied-un" in invent-
ories, accounts receivable, fixed assets, etc.

Reserve for Depreciation

Bosts, vessels, buildings 2and egquioment wear out with use and the
passing of time., YNew buildings and ecuilvment must at some time revlace
those used in present overations, "Wear and tear" are definite overat-
ing costs and chargeable to the current year's business. By charging
current overations with this expense and setting the amount aside in a
"Reserve for Depreciation," it is vossible to build up sufficient capi-
tal to replace the building or eguioment at the time it is worn out, or
when it must be replaced by newer and more efficient facilities,

The rate of deoreciation to be used for buildings and eguiovment
will vary with different businesses md kinds of facilities. Generally

the life nf buildings and eocuivment can be estimated quite accurately
and a rate of depreciation developed.

The balance sheet should show "reserves for devreciation" as a
deduction from the original value of the proverty (fixed assets).
Reserves for depreciation are set up to show the provortion of the origi-
nal value that has been used up and the present net value of assets.

The allowance for depreciation should be included in the statement of
operating exvenses. If no charge or too smell a charge is made for
deprecliation, net earnings will be overstated and an inflated surplus
will be recorded on the books of the association,

If funds which should be set aside as a reserve for devreciation
are used and paid out for the products marketed, the organization 1is
consuming its member capital. When such procedure has been followed,
the organization must borrow heavily when replacement of buildings and
eoulvment is necessary,
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What is Surplus?

-This ouestion is often raised in cooneratives when the records show
a large surnlus account but little cash is on hand.

Surplus is the amount of earnings from previous years that has
been retained in the organigation. Such earnings may he used in three
ways: to build up cash, to pay off o debt, or to increase the facilities
of the cooperative.

If a debt is vaid with earnings, the value (net worth) of the
organization to its owners (stockholders) increases to the extent that
the debt is decreased. Thus, surplus would increase, but "cash on hand"
would not., Cash from earnings frecuently is absorbed in inventories,
accounts receivable, or buildings and eguivment, with the result that no
increase in the cash item anpears in the assets of the balance sheet,.
Nevertheless, assets in the other forms are increased, and the nffsetting
item in "liabilities and net worth" is an increase in surplus.

What is a Patron's Equity Reserve?

Some cooveratives, in order to retain enough cepital in the organi-
zation for efficient operation, declare a matronage dividend out of net
earnings at the end of the year. Instead of paying out the dividends in
cash, they set up a patron's equity reserve account (revolving fund) and
credit each patron according to the volume of business done with the
association, Certificates of indebtedness may be issued for this reserve
fund to the members of the conoperative, Such reserves sre paid out in cash
when the organization is in a position to do so. At such a time, the
oldest patron's equity reserve accounts should be paid first. This re-
volving fund method of financing the cooperative out of earnings without
increasing the undivided surplus, makes it possible for a cooperative to
build up sufficient werking cavital without vioclating state and federal
cooverative laws. Net earnings retained in the organization as undivided
surplus are the property of the stockholders in proportion to the amount
of stock owned by each, et earnings allocated to patrons and listed as
patron's equity reserves are the property of the vatrons. This provides
an equitable method for building up working canital and leaves the legal
claim to such capital with those who helped build it.

What are Stock Credits?

Frequently the item of "stock credits" apvears in the net worth
gsection of the balance sheet, In order that all patrons will become
stockholders (members) and the voting control of the organization keot in
the hands of those using it, many associations avply vatronage dividends
toward the ourchase of a share of stock for those patrons not already
stockholders. Such dividends or refunds are referred to as stock credits
until an amount has accumulated equal to the murchase vprice of a share of

stock and a certificate of stock is issued. A similar vrocedure can be
followed to increase the amount of stock held by each stockholder as a

means of securing additional capital.
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The Profit and Loss Statement

"The Profit and Loss Statement" shows operatinns during a given
veriod of time (one year, for example), and how "net earnings" are de-
_ termined. It is actually a statement of income and expense,
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PROFIT AYD LOSS STATEMENT
Tishermen's Cooperative--—-————--ac-o_ Association
Jan, 1, 19-- to Dec, 31, 19--

L S 1 il $191, 825,00
Cost of Sales
Inventory, beginning of year.. $4,151,39
IR RNE . L ee e 173,705,854 177,886.93
Less: Inventory, end of year.. 5,789,658
_172,097.25
ST s s 19,727.75
Operating Costs
Labor and wages............... 9,120,00
General supplies.............. 2,128.56
B e R L mis s nsseansm 1,546, 83
Light and power............... 1,324,56
Genersl repairs.............. . 556.09
Local taXes........coovuennnnnn 610.92
Devnreciation
Buildings..........ocu.u.n 333.43
Machinery and equimment... 898,05k
Delivery equipment........ 290.00
1.521,h8
16,308, uu
General and Administrative Costs
Office Salaries..........o.... 870.00
Menagers fees......... ..... . 474,00
Fayroll taxafl.......coov00e500 371,20
Uffice supplies............... 289,20
Advertising and printing...... 201,84
Insurance..................... 273.86
Annual meeting expense........ 143,62
U LY e 41.06
Telephone and telegraph....... 19,28
Depreciation, office ecuipment, 24,65
Bank service charges... ...... 20.60
Miscellasneous items........... 9.80
2,809.11
Total BXpenses................... $19,617.55
Net earnings for year 19-- ...... $ 110,20

49



liost of the items included above are self-explanatory. Z=xpense items
freouently omitted from th: vrofit and loss statement are depreciation of
buildings and equivment, accrue:l wages, accrued taxes, end accrued inter-
est exnense. If expense items are omitted, net earnings are overstated,

Frequently the "overating costs" and "general and administrative
costs" are intermingled, A goond suditor will properly classify the
various exmense items and make a comvarison nossible with figures from
the statements of other cooperastives.

Frequently the orofit and loss statement prepared for stockholders
and patrons is so condencsel &= to give little information about the actu-
el overations of the organization. ZExpenses should be itemized in suf-
ficient detall to present a complste picture of costs in the organization,

Tetailed Analysis Necessary

The profit and loss statement shown above 1is merely an illustration
and more condensed than it should be., A similar statement should be
prepared for each department of the business. Only through such a de-
tailed analysis 1s it posmible to discover weaknesses snd initiate zction
to overcome them, A few small "leaks" may, if not discovered at an early
stage, soon reach proportions where all savings from efficient overation
in some devpartments are drained off into a cessponl of high costs and
inefficiency in others.

Comparisons Useful

To determine how successful an organization is, one needs both the
balance sheet and the orofit and loss statements. For measures of :
efficlency in the business, it is necessary to obtain further information,
such as cost per dollar of sales, cost per unit of product manufesctured,
changee in gross and net margins, etc., Such information can be obtained
from the balance sheet and profit and loss statements through a few
simple calculations., It is sdvisable to make such celculations from
statements for a period of years to determine changes in the financial
set-up and efficiency of oneration. Such measures of efficiency have
much value for comparison with other similar orgsnizations,

Best Measures of Success

The earnings shown at the end of the year are not a good measure
of the efficiency of cooperative associations. The best measures are:
(1) cost per unit of handling and processing, (2) price received for
products marketed, and (3) price returned to nroducers. Changes in the
volume of products handled are significant indicators of progress and

usually affect the ver unit cost of handling and the price returned to
producers,



Need for Audits

Audits by disinterested professionsl accountants should be made
at least once each year in all cooperative associations. Audlis Lzlp
avuid errors in accounts and make & basis for financial analysis. An
suditor familiar with the particular line of business can give much
valuable assistence in setting up a satisfactory accounting system,
suggesting desirable financial policies and more efficient methods of
overation. There is no better means of creating a semse of security
and of oromoting confidence and good will among members of a cooperative
than through a thorough sudit that is openly snd frankly discussed before
all members at the annual meeting. In any discussion there is no substi-
tute for basic accounting data as a source of informstion,

The cost of audits devends largely on the condition of the records
and the type of audits made. Yhere audits are made regularly and the
auditor's suggestions for improving the accounting methods are followed,
the cost will be less than for irregular audits made only when.ouestion-
able practices are suspected.

A cooperstive or ization proper ocat with good records,
well informed directors, snd sound mensgement, is in a vosition to serye
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Patronagze Refunds

A matter nf great importance in the operation of an association
is the cuestlon as to what policy should be adopted with resvect to
paying for products when received from members znd patrons--as to whether
an outright orice or an advance payment should be made. The latter
policy of msking advance payment is becoming more popular among merketing
associations. Too often new associations try to make exhibitions of
their ability and strength and in so doing sometimes try to embarrass
competitors by paying prices which are as hign or higher than those naid
by deslers. This will often cause members and nroducers to assume such
practice to be the nolicy and opurpose of the mssociation and be attracted
thereby. Consecuently, when conditions reouire a change in this vpractice,
necegsitating the vaying of lower drices or making advance payments, the
membership views the change as being other than to its interests and
therefore becomes critical and dissatisfied with the association. In
vhich case, the association faces the possibility of a loss in membershio
end volume or a continustisn of the high-price vractice. The latter
usually results in the association consuming its working capitsl and hav-
ing to draw on its surplus or reserve funds in order to hold its member-
ship and meet its obligatinns,
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A more sound molicy, and one which is usually more satisfactory
to the oroducer ss well as safer to the cooverative, and one which
does not unnecessarily stir uo competition, 1= the making of ndvance
payments to mroducers at the time of delivery. The advance nayment
may be 70, 20, or 90 percent of the current market orice. The remainder
of the price for the commodity may be made at the end of a particular
season when the final returns on the sale of the nroduct and overating
costs are known. To make such seasonal payments it would be advisable
to set up seasonal or commodity vools where there is geasonal nroduction
during the year =nd several products are being handled. For instance,
there may be esteblished an oyster pool, a shrimo pool, or a scalloo
1551 4in case of an association handling lerge volumes of these several
commodities seasonally. Should seasoneble pools not be advisable, then
£inal payments for various products may be made on a calendar besis,
such as quarterly, semiannually, or yearly,

To cover total operating expenses and to orovide for reserves and
other funds of thLe assoclation, there should be estadlished an overesting
fee based on unit of volume or weight or on a percentage of the price
of the commodity. Admittedly, such charges should be sufficient to
cover all costs of operation and the amounts necessary “or reserves and
other funds. In time such deductions or fees for reserve funde should
be sufficient to cover unforeseen contingencies or emergencies., If
such fees, deductions, and charges have been adequately and wisely
determined, and the expected volume was obtained, there should be a net
earning or saving at the end of the business year. In other words, a
margin of safety should be provided to cover all possidble costs of opera-
tion,.

The disposition of such net earning or saving, if any, should be
made at the close of each business year. This is a matter of importance
to the welfare of the association and is of interest to the members in-
dividually. First and most important, the amount for reserves, as may
be stipulated in the bylaws, or as may have been determined by the board
of directors, should be deducted =nd set aside, If the association is
a stock cormoration, dividends on nreferred and common stock should be
declared next, if at all. The balance of the net earnings or savings,
if any, should be returned to the members and other oroducers who have
patronized the association durirg the last business year. Contrary to
most corvmorations, earnings are not reflected to members (common stock-
holders) on the basis of capital stock invested, but on patronsge in
the association. This is known as a patronage dividend or refund, and

is based on the amount »f business each individusl did with the associ-
atlon during the nreceding business year,

In recent years it has become increasingly desirsble to distribute
only part of the earnings, for several reasons., In the first place,
fish distribution has become 2 more comvlex business due to (1) use of
machinery in scaling, filleting, and packasging: (2) ouality improvement
by freezing; and (3) the demand for ouality fish by consumers. Hand
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in hand with thils chenge in the distribution vattern went a revolutionary
change in fish orices and fishermen's reverues, Cooveratives, which
before orld War II, only overated gasoline stations or sma2ll fish houses
became wholesalers who overated freezers, laboratories, and comvlete
fleets of trucks. In many cases it was impossible to both distribute

the earnings to the members and retain enough capital for the enlargement
of business,

The retention of canital and the establishment of reserves by un-
divided earnings, however, created in some cases difficulties with
collectors of internal revenue. Some cnllectors subjected these reserves
to corporate income taxation, and in one case the tax collector was up-
held by the Treasury Department. In another case, so far as information
could be obtained, a U, S, District Court r-versed the opinion of the tax
collector snd declared the undivided income of the cooperative non-taxable.

Mo avold difficulties, some of the largest cooperatives in this
country decided to give to its members certificates of indebtedness
which were due to them from the assocliation instead of paying cash,.

The effect of such practice is that the association increases its in-
debtedness in the same proportion as it retains undistributed earnings,
thus avoiding taxable net vorofits.

This procedure permits the cooperative association to build un
tax free reserves which may be used for the establishment of freezere,
laboratories, or office and warehouse buildings.

The unsatisfactory element of this procedure is that the certificates
in the hends of the individual members may be taxed, and these members may
be forced to make cash vayments on such certificates to the collector of
internal revenue although they {o not receive any cash payments from vue
cooverative association,

In some States the statute governing cooperatives, mutual associ-
ations, or general corporaticns may alter the procedure as given above,
Some States require that a certain percent of net earnings be utilized
for educational purposes among the members and vatrons of the assocla-
tion. The statute should be adhered to in this as in other respects.

The outline given above generally prevails, however, and where not other-
wise specified, or in case the statute fails to specify, the procedure
given is suggested. The bylaws or stock certificates stipulate the rate
or maximum smount of interest that the association may pay on preferred
end common stock.
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The question of taxation of fishery cooperatives under the Federal
income tax legislation is nsither clearly stated nor clearly enswered.
An article entitled "pProblems of Taxation of Fishery Cooperatives," pub-
lished in "Fishery Market News" in 1YyL5, stetes in more detail how fish-

ery cooperative associestions are treated under present Federal income
tax legisletion. 1/

I1f cooperative associations limit petronage refunds to & percent
per annum, as provided for in the Fishery Cooperative Marketing Act, and
use the excess revenue as reserve under the certificate procedure, es
described above, the tax burden for cooperative associstions will prob=-
ebly be negligible.

1/ This article may be obtained from U. S. Fish & Wildlife Service,
Weashington 25, D. C.
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Membership Relations

It may be said that in the administration and operation of a
cooperative marketing association there are three important items around
which hinge 1ts success or failure: (1) Efficient management with low
overhzad costs, (2) sound sales policy, and (3) an informed and sympathetic
membership. All three of these zre important: without t“em *heTe can be
but %asmporary success. The record, however, shows fatalities where member-
ship relations were n»ot considered significant enough for the mansgement
to be concerned with the attitude of members toward their association.

It should be remembered that members of the board of directors and the
manager are servants of the member-patrons, and it is their obligation

to glve at least a periodical account of their stewardship to the members,
and good manegement demands it. There is usually information of a con-
fidential nature that should nnt go beyond the executive committee or
board of directors. It should be remembered, however, that the management
of a cooverative association is under far greater obligation to the members
thereof thar the management of a private corporation is to its common
stockholders. In the case of the latter, common stockholders as a rule
recelve no services as such but are investors znd may assist in promoting
and financing the corporation., In the case of & cooperative, the members
or common stockholders are the association. Upon them depends not fi-
nances necessarily but the volume of products, tlhie lifeblnod of the assoc=
jation, Viewed in this light, it is anything but good management or
desirable administrative policy to fail to keep the membership informed
and sympathetic concerning the association.

fivery association should have an educational program among the
members that is as definitely s part of its administration as the selling
of products or the keeping of books and records. The management must at
all times continue to "sell" the association to its members. An associ-
ation cannot depend entirely upon price advantages, if any, to keep its
membership alined with it. Such price advantages will vary from time
to time and in some cases they may be minimized to the vpoint where they
are not significant. On the other hand, there are benefits to be derived
from membership in a cooperative enterprise other than an immediate
price advantage.

An educational program also should be difected toward overcoming l/
false =znd misleading statements sbout the activities of the association,

In this connection the rights and privileges of members or common
stockholders should be kept in mind by the management. As stated above, .
the membership is the association and should be considere’ ~nd treated
as tre employer. All rights not otherwise restricted or delegated by
l>w belong to the membership. And in most States the power to amend
the bylaws is vested only in the members of an association. Through the
bylaws even the policies of overation snd management may be ultimately
determined by the members,

l/isee apvendix 5, indicating helpful literature.
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It should not be overlooked that the successful estsblishment and
overation of a cooperative depende on the fact that encugh members can
be found who possess certsin perconal oualifications which are basic for
cooveration, The following character gualifications are desirable in
oeoble who make up the membership of a cooperative: honesty asnd consci-
entiousness, unselfishnese, frankness, and open-mindedness, broadminded-
ness, fairnees and level-headedness, and reasonsble aggressiveness,
Needlese to say, narrow-mindedness, envy, jealousy, suspiciousness, and
dishonesty have no place in a cooverative movement. Such ouslities creep
in and gnaw on the vitality of cooverstives. The best remedy for these
human wesknesses is educstion, pudblicity, =nd openness in all doings.
Where a cooverstive movement makes a serious attempt to live up to the
principles of democracy, equity, =nd publicity, these humen failings do
not get much chance to get nestled in the orgenizetion in ouestion,

LEGAL ROQUIRTMENTS AND CORPORATE STRUCTURE

Incorporsted or Unincorporated Associstions?

After or immedistely unon deciding to form a cooverstive associa-
tion, the most likely ouestion to be decided uvon next is whether or
not to incorovorate., Probably too few leymen consider this ouestion as
being =ignificant. To others the ouestion mey prompt another aguery as
to why raicse the issue at all, meaning that it ies a foregone conclusion
the acscocistion should incorporste. A strictly legal anvraisal of the
question is not herewith attempted. However, the following 1s submitted

for conslideration by those contemovlating the formation of a cooperative
marketing association,

Some States have statutes which suthorize the formation and overa-
tion of unincorvorated associations. For the most part, however, un-
incorvorated associations mey be, and ususlly are, organized without
respect to such laws., In the absence of State statutes suthorizing
unincorporated associations they are governed by what is known as common
law a8 to the rights of individusals to barter, trade, and contract with
one another. Such an association may have, and usually does have, a con-
etitution which sets forth the purposes, vowere, and limitations of the

association, and also bylaws which provide for rules and the regulation
of its conduct,

An unincorporated association may overate and function as a going
concern unleses otherwise restricted by svecific Stete statutes. It can
sue and be sued, not in its own name, however, but only in the name of
its members, in the sbsence of a ststute, Likewise, an unincornorated
association, in the abrence of statute, ies unable to acouire or hold
real or versonal property in ite own neme. Turthermore, the consti-
tution or bylaws of such en associstion are held to be s contract
between snd binding on all verties who agree to them, and such varties,
broadly epesking, are partners and are generally personslly lisble for
the accountsbility of the actione taken therein. In the absence of a

statute, an unincornorated associstion has no legsl existence, except at
common law,

-
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In Bouvier's Law Dictionary, the following forms of unincorporated
assoclations vhich a2re possible under common law are cited:

1. The Joint Stock Companyis defined as "An association of individu-
als for the purpose of profit, possessing = common capital contributed by
the members composing it, such capital being commonly divided into chars=s
of which each member possesses one or more, =2nd which are transfer=ble
by the owmer.

"A guasi partnership invested by statutes in England and many of the
states with some of the privileges of a corporation.

"A partnership vhereof the csnitel 1s divided, or agreed to be
divided, into shares so as to be transfersble without the express consent
of the co-partners.

"Such associations are not pure partnershivs, for their members are
recognized as an aggregate body; nor are they pure corvporations, for their
members are more or less liable to contritute to tkhe debts of the collect-
ive whole. Incorporated comvanies are intermediate between corporations
known to tke common law z2nd ordinary corporations and vartake of the
nature of both,

"They are to be distinguished from limited partnerships chiefly in
that there is, in a joint stock company, no dilectus personarum, that is
no choice 2bout admitting partners, the shares are transferable without
involving a dlssolution of the assnciation, the assignee of shares becomes
e. partner by virtue of the transfer, and the rights and duties of the
members are determined by articles of association,...

"Joint c-mpanies may be formed without regard to the statutes, =nd
the promoters may chooii t> nroceel rcolely upon their common-law rights
2nd responsidilities; 1

"The relation of the stockholders to the comvany is settled by the
articles of agreement, They contribute the capital, select the trustees
and are entitled to a distributive share of the profits. They have no
power to use tre name af the company, to interfere with its business, or
to bind it in any manner. This power they have voluntarily surrendered
to the trustees.”

2. The Unincorporated Company is defined as "...fundamentally a
large partnership, from which it differs malnly in the following particu-
lars: That it is not bound by tne scts of the individual partners, but
only by those of its managers; that shares in it ere transferable; and
that it is not dissolved by the retirement, death, bankruptcy, etc.
of its individual members.

1/ These companies are not illegsl.
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"In the United States this term is used to signify s body of persons
united without a charter but upon the methods 2nd forms used by incornora-
ted bodies for the prosecution of some enterprise.”

A corporation, or an incorporated association, is something separate
and intangible, created by law, and is responsible for its own acts and
those of its officers verformed in line of duty. It cen sue and be
sued, acquire, own, hold, and dispose of real or personal property, all
in i1ts own name. All action taken in an incorporated association is the
responsibility and 1iability of the corporation as such. Its net assets
and total resources are cubject to a judgment for its acts, but not the
property of its members or common-stock holders. The powers, rights,
and limitations of corporations are usually specified in a particular
statute authorizing corporations or are ovrovided under general corpora-
tion laws,

Nearly all cooperative marketing associations are incorvoorated.
As a rule, associations that are not benevolent sozictie:z “ut wkich are
engaged in business operations and in thke trafficking and trading of
comnodities are incorvorated. Those that are small overators, performing
in 2 limited area or conducting functions of a noncommercial nature may
not deem 1t necessary to become incornorated. It is recommended, however,
that fishery cooperative marketing associations which are business concerns
and are engaged in commercial enterprises be incorvorated; therefore, this
pamphlet i1s devoted, for the most part, to a consideration of assbciations
ar incorporated associations, The use of the word "association" means
an incorporated association unless otherwise specified.

State Statutes

Upon reaching the decision that th- association is to be incorporated,

the next ouestion before = group of organizers and incorporaters would
be "Under what ststutel?"

The Federal Government and each of the State legislatures have the
power to create corvorations. There is no orovision, however, whereby
cooperetive assoclations may be incorporeted under Federal law. Congress,
in enacting Public, No. L6U, established the wrinciple of anprovel by the
Federal Government of such functions by fishermen, and authorized that
actions in accordance with the provisions thereof might be conducted in
interstate and foreign commerce.l7 The act liste functions in which such
en association may engage, but the functions of an association are not
limited to those specified in the act. A definition of "aguatic products"
is provided in the act which interprets it as including"* * * all com-
mercial oroducte »f aquatic 1life in both fresh and salt water * * * " The
act further orovides thet such associations mey have marketing agencies

in common, and that their members may kake the necarsery contracts and
agreements to effect such nurposes.

17_ See Apnendix 6,
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By way of limitations, the act sets forth that such associations
must be operated for the mutual benefit of their members and that (1)
voting in such associations shall be limited to one vote per member
irre swective of the number of shares or membershin stock held in the
association; or (2) dividends on stock or membershio capital held in
the association shall not exceed 8 per centum per annum; and in any case
(3) the association shall not deal in the products of nonmembers to sn
amount greater in value than such as are handled by it for members.

The law does not nrovide for the granting of Federal charters to
associations. To incormorate such an association, therefore, it must
be done under an approvnriate State statute.

Some State statutes providing for corporations are general in that
they do not svecify the particular tyve of business that may be engaged
in by an association incorvorated thereunder. On the other hand, there
are speclal acts that specify and 1limit the tyove of business an associ-
ation incorvorated thereunder may pursue. For example, practically
every State has a statute authorizing associations of producers of agri-
cultural products; yet, at the time of this writing, it has not been
found that the language of a State statute grants such authority specifi-
cally to producers of aquatic products. In some States there are "coop=
erative” or "mutual" laws of a general character which do nnt specify
who may organize, or become menbers of, or the type of business of an
association organized thereunder. Furthermore, nonprofit assocliations
nay be organized under the general corporation laws of some States,

The absence of State laws snecifically authorizing fishermen's
cooperative associations, or the absence of cooperative laws of a general
character should not deter fishermen from organizing and incorvorating
thelr associations, There are hundreds of cooverative associations in
this country that are organized under general corporation statutes.
There 18 little doubt that many of the States do not have statutes under
which a fishery cooverative association could be properly organized, in-
corporated, and operated. The fact that a fishery association 1= organ-
{7ed and incorporated under the general corvnoration statutes of 2 State
need not necessarily affect the cooverative character of such an associ-
ation if it is properly organized and onerated. Although certain pro-
visinns sre usually contained in coonerative laws, grantinz what is
gometimes coneidered as certain rights or privileges to coonmeratives not
enjoyed by other corvorations, this should not be a deterring factor in
the onerations of cooverative associations incorporated under general
cornoration laws.

It is immortent, however, to give careful consideration to the selec-
tion of the State statute under which an association is to be incorvorated.
Regardless of the State =tatute contemplated, it is well for those whn are
responsible for the formation of a cooperative or non-profit association
to determine definitely that the statute under consideration will permit
the corporation to nursue the vurpose for which it is to be formed to ver-
form the functions necessary, incideats), end related thereto, and that
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producers may exercise their rights and pnrivileges as member-owners of

a cooperative association in the orotection of their rights and in-
terests therein. Furthermore, the nrovisions and requirements of the
statute should be understood as tn the general and specific rights,
privileges, benefits, or restrictions of an association formed there-
under. After deciding upon the statute under which to incorporate,

it is necessary ton ascertain and follow the reauirements thereof, Com-
petent counsel should be sought in selecting the statute and in prevaring
corporate pavers in accordance with the provisions of the statute and
which will suit the purnoses and oroposed functions of the association,

Given elsewhare in this pamphlet are suggested stens in the pro-
cedure of forming a cooverative assnciation, It is well, however, to
point out some things here in connection with the legal phases of
orzanizing and incorporating an association,

In the following paragranhs, informatinn i= given for each of the
fichery States listed, indicating whether in each particular State a
special cooperative State law 1= in existence or whether cooperatives
may be established under the general corporation law, as well as the
State agency with which an incorporated association must be recordedp

MAINE ~.Fishery conoperatives may be organized under the general corpora-
tion law (Reviszed Statutes of Maine, 1944, wol. 1, pv. 975 ff.) Certifi-
cate of incorporated corvoration is to be recorded with the Registry

of Deeds in the county in which the corporation is located.

NEY HAMPSHIRE _-_Fishery cooveratives may be organized under the general
cornoration law (Revired Laws of New Hampshire, 1942, vol. II, v, 1160).

The record of orgenization is to be recorded in the ofFiece of the
Secretary of State,

MASSACHUSETLS --Fishery cooperatives may be organized under Chapter 157,
Cooperative Corporation, of the General Law of Massachusetts (Annotated
Laws n* Massachusetts, V, Ch, 157) Certificate of an incorporated
cooperative must be filed in the office of the Secretary of State.

RHUDE ISLAND -~Fishery cooperatives may be formed unier the general

corporativn law (General Laws of Rhode Island, 194%, ch, 116). The
charter myst be filed with the Secretary of State.
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CONKECTICUT ,—_Fishery cooperatives may be organized under thé special law
for cooperative Associations (General Statutes of Comnecticut, 1930, II,
sec. 3508 ff.) Certificate of incornoration shall be filed with the
Secretary of State.

NEW YORK,--Fishery cooperatives may be organized under the Cooperative
Corporations Law, Chapter 77, of the Consolidated Laws (Art. 1, sec. 2),
which states: "A cooperative corporation shall be .... a oroducer's and
consumer's cooperative stock corporation." Three or more versons may
form a cooperative of this type for the purpose of condurting a gener=zl
producing, manufacturing, wesrehousing, or merchandising, nrocessing and
cleaning business on the cooperative plan for articles of common use,
The certificate of incorporation must be filed with the Department of
State.

NEW JERSEY,__Fishery cooperatives may be formed under Title 34, Chanter 17,
of the Revised Statutes - New Jersey (N,J.S.A, 34:15-1). Under this
section any seven or more vpersons resident in the State may sssociate
themselves into a society for the purvose of carrying on any lawful me-
chanical, mining, manufacturing or trading business, or of trading and
dealing in goods, wares, and merchandise or chattels. The certificate
of association must be recorded in the Office of the Clerk of the county
in which the principal office or place of business of the socliety is
located, and a copy must also be filed in the office of the Commissioner
of Labor,

PENNSYLVANIA, --Fishery cooperatives may be formed under a special
Pennsylvanis law for that purpose (Perdon's Statutes, 13, par. 1). Such
cooperative assoclations may be incorporated by any five or more versons
for the purpose of trading or dealing in all kinds of goonds, wares,
merchandise, etc. The articles of association must be filed in the office
of the Secretary of State, and two copies must be made for certification
by the Secretary of State, one of which must be filed end recorded in

the office of the Recorder of Deeds in the county in which the principal
office of the association is located.

DILAWARE _.Fishery cooperatives may be incornorated under the General
Corporation Law of the State (Chapter 65, Am. 1, sec. 1, Revised Code °
of Delaware, 1935). Section 1 states: "Any number of persons, not less
than three, may associate to establish a corvoration for the tram=action
of any lawful business...." Certificate of incorporation must be filed
in the office of the Secretary of State.

MARYLAND __Fishery cooperatives may be organized under a specizl sub-
title of the Corporation Law applying svecifically to coovperative associ-
ations ( Art. 23, sec. U430, et. seq; o. 9%9, vol. 1, Annotated Cede of
Maryland, 1939). Such associatisns may be organired by any number of
adult persons not less than five, two of whom are residents of the State.
Criginal articles of incorvoration or a true copy thereof verified by

two of the signers thereof must be filed with the State Tax Commission,
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VIRGINIA, -_Fishery cooveratives may be organized under the law dealing
with the creation of corporations (Title 35, Ch, 14Z, Virginia Code of
1942, Annotated). Certificate of incornoration must be executed by
aﬁy three or more persons and be filed with the State Corvoration
Commission.

NORTH CAROLINA --Fishery cooperative associations may be organized under
‘the law pertaining to cooperative organizations (General Statutes of
North Carolina, vol. 2, sec. S4:111). Aany five or more persons may

form the association. The original articles of incormoration or a true
copy thereof, verified as such by the affidavits of two of the signers
thereof, must be filed with the Secretary of State,

SOUTH CAROLINA __Fijshery converatives may be incorporated under the law
pertaining to cooperative associations (Chapter 158, Art. 1, Code of
Laws of South Carolina, 1942, vol. 4). Under this Chapter, five or

more persons, residents of South Carolina, may associate themselves as a
cooperative. The Secretary of State will issue a charter after certain
requirements have been met concerning payment of cavital subscriptionms.

GECRGIA, __Fighery cooperatives may be organized under the Corvorations
Law of Georgia (Georgia Code Ann., Title 22). The Superior Courts of
the State heve power to grant charters. Any three or more persons de-
siring the charter shall file in the Cffice of the Clerk of the Superior
Court of the county in which they desire to transact business, a peti-
tion or declaration snecifying the object of their association along
with certain other stipulations.

“LORIDA --Fishery cooveratives may be organized under a special provision
of the Genersl Corvoratior Law pertaining to cooperatives (F.S.A, sec.
611:38). TFor this purpose there shall not be less than ten incorpora-
tors. A declaration to the effect that the Association is a coomerative
mast be filed by the President and Secretary of the organization and
presented to the Secretary of State,

ALABAMA __-Fishery cooperatives may be orgenired under a svecial vorovision
of the General Corpvorations Law vertaining to cooperatives (Code of
Alabama 1940, Title 10, sec. 163). For this purpose, ten or more persons
may becows & tody corporate by ['ling with the probate judge in the county
where they propose to establish the organization, a declaration in writing,
setting out the name of said corporation, the names of the charter members,
and the purposes of said corporation,

MISSISSIPPI --Fishery cooperative associations may be organizec under
the general corporations law (Miss, Code Ann., 1942, sec. 5309). The
persons desiring to be incorporated shall prevare an instrument to be
stvled "The Charter of the Incorporation of....," which shall contain
appropriate information as specified in the corporations law., This in-
strument must be filed with the Secretary of State.
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LOUISIANA, __Fighery cooperative assoclations may be organized under a
special law for that purpose (Louisisna General Statutes - Dart, sec.
3120.1). Ten or more versons, a mejority of whom are residents of the
State, engaged in catching, gathering, or the production of seafood pro-
ducts, way form a non-profit cooperative associstion under the law, Arti-
cles of association mvst be filed in the mortgage office of the parish
where the registered office of the assoclation is located, and tliereafter
shall be filed and recorded in the office of the Secretary of State.

TEXAS,--Fishery cooperative associations may be organized under the
general corporations law of this State (Vernon's Texas Civil Statutes,
Article 1302 et seq.). Three or more persons may draw up the charter
which must be filed with the Secretary of State after complying with
certain preliminary requirements,

CALIFORNIA --Fishery cooperative associations may be organized under

the Fish Marketing Act (Deering's General Laws of the State of California,
vol. 1, Act 2947h). Five or more persons, a ma jority of whom are resi-
dents of the State and who are engaged in the production of fishery pro-
ducts may form such an association. Articles of incorooration must be
filed with the Secretary of State,

OREGON —-Fishery.cooperative associations may be organized under the
Cooperative Associations Law of the State (Oregon Compiled Laws, Ann.,
vol, 5, sec., 77:501, and Biennial Report of the Opinions of the Attorney
General of the State of Oregon, 1936-1938, v. 113). Any five or more
persons may form the association, end one copy of the Articles of Associ-
ation must be filed with the State Corporation Commissioner.

WASHINGTON, __Fishery cooperative associations may be organized under a
special law for the formation of cooperative.associations (Rem. Rev.
Stat., sec. 3904). Five or more persons are required to associate and
execute the articles of association which must be filed with the Secre-
tary of State,

MINWESOTA, --Fishery Cooperative associations may be orgsnized in this
State under the law pertaining to cooperative associations (Minn. Stats.,
1941, vol. 1, sec. 308.01). Five or more persons are required to sign and
acknowledge written articles of incorvoration. One copy is required to

be filed with the Secretary of State,

WISCONSIN, -_Fishery cooperative associations may be orgenized under the
cooperative associztions law of the State (Wis. Stats. 194%, Chapter 185).
Five or more resident adult persons are required to form the association
and they shall sign and acknowledge the written articles of incorroration,
e. copy of which must be filed with the Secretary of State.

63



ILLINOIS -.Fishery cooperative associations may be organized under an Act

providing “or the ‘ncorporation of cooperative associations for pecuniary

profit (Smith-Hurd Ann. St. Chap. 32, sec. 305). Any five or more persons
may form the association. They must make a statement containing specified
information to the Secretary of State.

MICHIGAN _-_Fishery cooperative associations may be organized under a
provision of the General Corporations Act applying to cooperative associ-
ations (Mich., Stats. Annotated, vol. 15, sec. 21.99). One or more persons
may incorporate the organization, and triplicate original coples of the
articles of incorporation shzll be delivered to the Secretary of State.

QHIC,__Fishery cooperatives may be organized under the General Corporation
Act of the State (Throckmorton's Ohio Code Ann., sec. 8623-1 et seq.)

Any three or more persons may orgenize the corporation and must file
articles of incorporation in the Office of the Secretary of State.

Articles of Incorporation l/

After determining the State statute under which an association is
to be incorporated, the next act of the group forming the asscciation
is to prepare the articles of incorporation and file an avplication for
e. charter, The articles of incorporation is the legsl paper or instru-
ment that is signed by those forming the corvoration, It contains certain
reouirements of the law and otker provisions witnin the law agreed to by
tke incorporators. It might be said that the wvarious articles of this
instrument sre the markers by which the course of the corporation ship
is chartered. It ccntains the limitations and privileges authorized by
the statute under which the corporation is formed.

Txperience has taught that articles of incorporation and by-laws
ghould be reasonably broad. In the light of modern technical develop-
ments and the progress in national and internationesl relations, orovision
should be made for the cooperstive association to cooperate with associ-
ations of a similar nature in this country or in other countries. It

also 1s desirable to make provision for eventual branches or subsidiary
organizations,

In every cooperative organization, the articles of incorvoration
should limit the dividends to % vpercent ver annum on vaid-in cavital
stock. In recent years it has become more and more customary to include
in the articles of incorporation a general clause like this:

"The cooperative association shall have the vowers,
orivileges, and rights conferred on ordinary corporations
and cooperative associations by the laws of the State and
all powers and rights incidental or conducive to carrying
out the purposes for which this association is formed. "

1/ See Appendix 1.



From exverience it can be said that it is practicel to determine
in deteil the ways in which members who are exvelled or withdraw from
the assoclation might be comvensated. Usually in the by-laws it is
sald that the book vzlue of the shares of stock should be evaluated by
the board of directors and this value should be paid to the withdrawing
member. This solution has two difficulties. First, it seems unjust
and unfair to give each member an egual part in the assets of the cooper-
ative regerdless of the length of his membershin, Therefore, the member-
shin should be divided into different classes, according to years of
membership,and value of shares chould be determined for each different
class. The other difficulty arises from the fact that in highly capital-
ized cooperative associations major portions of the assets are fixed in
buildings and machinery, and it would be hard on the cooperative associ-
ation to repay the value of the shares in cash to withdrawing members,
The by-laws should therefore contain a clause that the board of directors
is empowered to determine installment payments which should be applied
to the compensation of withdrawinz membcra. The examples of articles
of incorporation and by-laws in the Appendix are adjusted in acoordance
with the experience stated above,

Statutes vary as to what shall be contalned in the articles of
incorporation, but the following are generally reqguired with respect to
the main features:

Citation of the statute under which it is to be incorporated.

Name of the corporation.--The corporation must have a neame and
one that is not a duplication or imitation of another corporation engaged
in the same or similar activities. 'here required or not restricted by
law, it 1s suggested that the words "cooperastive association" be used as
part of the name,

Location of the principal office or main place of business within
the State.--This does not necessarily means the place where the majority
of the business of the corporation shall be conducted, It establishes
the legal residence of the association.

The objects or purposes for which the corvoration is formed.--
These should be stated clearly and should include all things that are
in keeping with and related to the principal objects of the corporation.
The inclusion »f varicus objects does not mean the association will
have to verform such functions, but their inclusion provides the nrivilege
of conduct ' ng such functions if desired. Otherwise, it would necessitate
amending the charter to do the things that were omitted.
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It is recommended that activities of a cooverative should not be
limited to any one particular State or to the United States. Internmational
trade develoovments are growing. A cooperative may be handicanped in ite
activities by a too narrow description of objects and purposes.

Capital stock.--The total amount, in dollars, of the authorized
capital stock, the classes of stock, the number of shares in each class,
how and by whom the same shall be acquired, held, and transferred, and
the par value of the shares, if 1t is to be a stock corporation. If not
a stock association, specifications for memhership should be set forth
herein,

Reserve funds.--The manner in which reserves and other funds of
the association may be provided, utilized, disposed of, and abolished,

Directors,~-The number of directors the association shall have and
the names of those comprising the original board of directors who shall

serve the first year or until their successors are elected and qualified,

Duration.--Some States require that the length of time for which
the corporation shall have legal existence shall be stated in the
articles of incorporation,

Other.--There are probably other recuirements in some States.
Every orovision in the articles of incorvoration must be authorized by
law, and the inclusion of a provision that is not authorized is generally
void at least as to third parties.

States vary in their requirements as to the orocedure in filing
the articles of incorporation. As a general rule, however, the articles
of incorporation are filed at the office of the secretary of state. In
some States the statute requires that upon receiving a certified copy
of the articles of incorporation from the office of the secretary of
state that the same shall be recorded at the courthouse in the county
in which the corporation is to have its main office or its legal address.
Upon meeting other requirements specified in the statute in connection
with the acouiring of the charter, the corporation can then be said to
have legal existence,

Requirements of By-Lsws l/

After securing the corporation charter, the incorvorators should
consider the adopticn of bylaws for the corporation., The authority
to adont bylaws is usually specifically granted by the State statute
under wihich the orgasnization may be incorporated. However, the nower
to adopt bylaws existe at common law and such power is vested in the

1/ See Anpendix 2,
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stockholders or members unless the statute specifies some other group.
It is desirable that an associstion adopt bylaws even in the absence of
statutory reouirements to do so,

The bylaws may be termed rules and regulations to govern the
overations and affairs of the association., In this connection, bylaws
usually set forth the relations:ips between the corporation as such and
the members or common stockholders thereof. Limitations or recuirements,
if any, sre usually specified in the statute under which the association
is incorporated, snd such should be complied with in adooting bylaws,
Considerable variation exists as to the proper form and contents of by-
laws. For the most part, however, it is felt that the following are the
main features which are generally nrovided in bylaws:

The name of the corvoration,--The name of a corporation comes from
its articles of incorporation. Bylaws are usually hesded: "Bylaws of
the--—mmcmmmme e Association which is hereinafter referred to as "associ-

ation."

The objects and vurvoses.--The objects and nurposes of a corporation
zre set forth in the articles of incorvoration. Therefore, it is suffic-
ient for the bylaws to state that "the objects and purposes for which this
assoclation is formed are thcse set fortl in Its articles of incorpora-

tion."

Membership and membership relations.--Herein shovld be definitely
stated whet shall constitute membershin in the association, who shall be
eligible for membership in the corvoration and upon what conditions and
reaquirements membershiv in the association may be obtained and continued.
Membershin here refers to both the holders of membership in nonstock
associations and the common-stock holders in associations with stock,

Members should be required to sign a pledge similar to the
ollowing:

Member's Pledge

"l pledge to do my part and assume responsibility in the cooperative
association that has been established to serve my community.

I WILL:

Be loyal, and consider myself a part of, and not avart from, my coopera-
tive.

Recognize the financial needs of the association and willingly furnish
mv share of the recuired cavital, as determined in the articles of
incorvoration and in the by-laws. -
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Support my cooverative with my patronage, and encourage others to use it.

Help establish volicies for the association which will be fair to all,
and vote for and urge the election of directors, including younger
members, who are cavable, aggressive, and willing to give close
attention to the affairs of the association,

Urge the board of directors to adoot policies and procedures which will
improve the efficiency of the association and the services resndered
to patrons.

Read *the articles of incorporation and by-laws and sincerely try to
comply with their provisions, and with the policlies adopted by thke
board of directors.

Seek full information ebout the sssociation and study the problems so
that I ecan confer, advise, and vote intelligently, and help adoot
up-to-date and effective methods and procedures,

Do independent and careful thinking and express my honest opinion, but
be open-minded and a teamworker.

Curb emotion and apply reason and common sense t» 211 association affairs,
Remember that membership in the association carries with it the obliga-

tion to abide by the decisions of the majority, even when I am in
the minority.

Pay cash, if possible, for all goods or services obtained from the
assoclation but in any event pay my accounts promptly in accordsnce
with the established credit policy.

Be prompt and attentive at all assocliation meetings and prevent loss of
time.

Participate actively in meetings of the association, but take only a
reasonable and proportionate share of the time for discussion so
that other members may also have an opportunity to express their
views.

I WILL NOT:

Consider my cooperative as just another place to buy or sell,

Expect privileges from the association that are not available to other
members,
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Insist that my ideas always shall prevail.
Permit the same directors to be reelected by voice vote each year.

Aoprove the employment of close relatives of directors and executives
in the association,

Unfairly criticize the directors, the management, or members of the
asgociation,

Carry grudges against members, vatrone, directors, the management, or
employees,"

(Thie member's pledge was formulated and is currently used by the
Agricultural ®xtension Service, University of Minnesota.)

Capital sgtock certificates.--The bylaws should specify the language
that shall be printed on the face of the certificates of common and vre-
ferred stoc's if the association is a stock corporation, or on membership
certificates, if the association is formed without stock.

Regerve fund certificates.--The bylaws should coneider the possibility
of establishing & reserve fund to give the cooperative a broader basis for

future activities, It is advisable to retain the reserve fund as loans
of the members to the cooperative association and to issue certificates
of the value of each member's contribution,

Fiacal vear and meetings.--Under this subject should be stated the
fiscal year of the corporation, the time, place, and manner of calling

and conducting regular meetings of the membership. Provisions should be
made for special meetings of the membership and the time and manner of
giving notices thereto, There should be included hereunder the rights
and privileges of members; the manner of voting, whether in person or by
proxy; and the number of members constituting a quorum at any meeting,

In most nonprofit corporations, even though not required by State statute,
it ie common practice to 1limit voting in the corporation to one member,
one vote, irresvective of the number of shares of stock or the amount of
membePship capital one may hold in the corporationm,

D o) 8 1 .~There should be vnrovided hereunder the
directors, officers, their qualifications, and the number thereof. In
addition, vowers, duties, and functions of officers and directors asnd
their compensation, if any, should be stated. The management of the
businese and affairs of the association is usually vested in the board of
directors. The board of directors is given vower and authority to dele-
gate any of its duties or functions to other vnarties which are not othere
wise prohibited by the articles of incorporation or the statute under
which the corporation was formed, Generally, the board of directore
selects and employs a manager who conducts the business affairs of the
corporation, and to whom the board may issue from time to time instruc-
tions as to his duties, functions, and responsibilities. The board of
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directors is responsible for conditions existing in the corporation and
has general stewardship of all the association's affairs.

A manager should be required to sign a pledge similar to the follow-
ing:

Manager's Pledge

"I pledge to serve to the fullest extent of my ability the cooperative
association that has placed me in a position of trust and responsibility,

I WILL:
Above all things be honest and diligent.
Acceot and carry out the policies laid down by the board of directors,

Do everything possible to inform members and patrons of eatablished
onerating policies and the reasons therefore,

ﬁé alert to reactions of members and patrons and keep the board of
directors informed, as an aid in improving the policies of the
association.

Use my initiative in directing the operating phases of the business
and inform and advise the directors about the needs of the associ-
ation.

Study the business and the problems of the association and continuously
strive for up-to-date and effective methods and procedures that make
for increased efficiency.

Give a complete and accurate accounting of the operating affairs and
financial condition of the association to directors, members, and
patrons,.

Treat all patrons, members, and directors alike and not grant any
special privileges and favors.

Be courteous and tactful with patrons, members, directors, employees,
and others dealing with the association,

Be fair with all employees and favor none,

Provide opportunity for utilizing the initiative of employees to the
fullest extent, as a means of continued progress and develovment
in the association,

Cutline carefully and specifically the authorities, duties, and re-
sponsibilities of employees to avoid friction and poor morale
wvith the association,
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Develop understudies who can assume my responsibilities in case I am absent
or sever my connections with the association.

Gain support for the association on the basis of its merits and of a job
well done.

Assume responsibility in community affairs, in the interest of good
citizenship and as a means of acquainting my community with the
program and the value of the associsation.

Curb emotion and apply reason and common sense to all problems.

I WILL NOT:

Consider myself indispensable,

Discharge my duties with arrogance or a sense of vested interest,
Unfairly criticize competition and competing products.

Employ my own close relatives, nor members of the board of directors
or their close relatives,

Carry grudges against employees, directors, members, and patrons,"

(This manager's pledge was formulated and is currently used by the
Agricultural Extension Service, University of Minnesota.)

Expenses and payments.—There should be set up in the bylaws a
provision for the handling of products of the organization and its
patrons, including charges, fees, and deductions for the handling and
sale of same, The bylaws should set forth also the amount of deductions
or additious for reserves or other purposes of the associztion which
is usually based on a per unit of value or volume, This provision is
usually made in case the association does not have a marketing agreement
with its members, In the absence of marketing agreements and provisions
expressed in the bylaws with respect to such charges, deductions, and
fees, this power is vested in the board of directors, who may set up
from time to time schedules of such payments, deductions, and fees,
and the board of directors in turn delegates the authority for the exe-
cution of such plans to the manager or other appropriate officer of the
organization, The payment of fees, charges, and deductions should be
provided for also in the event the association is conducting a coopera-
tive purchasing business of supplies and equipment for its members and
patrons,
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Members' ecquity in the association.--It is usuelly well to make pro-
vigions in the bylaws for reserves and other funds for any of the opurposes
of the association: the manner in which the net assets, including reserve
funds, of the association may be credited to the members thereof; and pro-
vieions for their distribution in the event of liquidation or dissolution
of the association.

Accounting and sudits.--Bylaws should set forth a requirement for a
recognized standard system of accounte and auditing which will show at all
times each member's interest in the association; the volume of business
each member conducted through the association during the current year's
business:; and the amounts credited to him on reserves or in special accounts,

There should be stated, also, the manner and order in which the savings
or earnings of the association shall be distributed. This should include
dividends on common and oreferred stock, if 2 stock assoclation; the amount
cet aside for reserves: and natronage dividends to members snd other
patrons who have done business through the association, Such patronage
dividends to members and vatrons are based on the amount of business, usually
in dollars, that each member contributes to the total volume of business of
the association.

Patronage dividends are declared out of net earnings or savings after
the current indebtedness has been liquidated; preferred and common-stock
dividends, 1f any, have been set aside; and the amounts necessary for
reserves have been allotted. The rest of the nat earnings then may be de-
clared patronage dividends and distributed on the basis of patronage in the
organization by members and patrons. Patronage dividends of nonmembers may

be credited to them on the books to apply on the purchase of membership
stock in the corporation,

At the end of each business year the board of directors should determine
the value of each share. The bylaws should provide that the so-determined
value should be considered as binding on any member who should withdraw
from the association during the following year. The bylaws should also pro-
vide for the manner in which the withdrawing member should be compensated.
That means 1t should provide for eventual installment payments so that the
assocliation may not be effected too heavily if one member, having many
shares: or many members, having a few shares each, should withdraw at the
same time,

Federation.--Within the powers and limitations o° thz State statute
under which the association is incorporated and the articles of incorvores~
tion of the association, the bylaws should make vorovisions for the affili-
ation of the association with other such corporations engaged in similar
or related business which would be to the advantage and welfare of the
association, Such affiliation may be effected by the purchase of stock
or membership in the other corvoration,
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Amendmente.--The bylawe should specify the menner, time, and
place in which the bylaws of the arsocistion may be amended. The
vower to amend bylaws is usually stipulated in the statute authories-
ing the corvoration. However, the menner, time, and vlace of amend-

ment are usually left with the discretion of the respective associa-
tions, as set forth in the dylaws.

Membership Agreemente or Contracts

Some associations may deem it advisable to have a membership
agreement or contract between itself and its producing members or
patrons governing the delivery of products to the association. Agree-
ments or contracts are in keeping with the powers and purposes of the
corporation, They usually are so drawn as to be continuoue from year
to year unless either party cares to withdraw, in which case notice
is given to the other party, within a specified time, of the date
provided for such withdrawal,
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APFENDDXES

APPENDIX 1
ARTICLES OF INCORPOFATICN

e

This is to certify that we, the undersigned, all of whom are residents
of the State of engaged in the production of aquatic
products, hereby voluntarily associete ourselves for the purpose of forming
a cooperative, nonprofit association with capital stock, to be operated
on a mitual basis under the provisions of chapter , public laws of
, entitled , and amendmente thereto, and for
that purpose adopt these articles of incarporationm.

Article I.--Name-Location

The name of this associatiom is . The principel
place of business of this association shall be in in the
county of , State of .

Article II,--Purposes

The objects and purposes for which this association is formed and the
nature of its business and operstions are:

Section 1. To associate its members and producer-petrons for the
purpose of engaging in any activity involving or relating to collecting,
catching, taking, planting, producing, buying, receiving, grading, process=-
ing, packing, storing, financing, prepering for merket, handling, marketing,
selling, and/ar distributing of aquatic products, or conducive to buying,
selling, or otherwise handling fishery and marine supplies and equipment;
and for the conduct of any activity deemed by the association to be necessary,
convenient, proper, or expedient for the accomplishment of such purposes
on a cooperative basis for the mitual benefit of the members of this associa-
tion provided that the essociation shall not deal in the aquatic products
or fishery and merine supplies and equipment for nonmembers in an amount
greater in value than that handled by it for members. The term aquatic
products as used herein includes all commerciel products of aquatic life in
both fresh and salt water.

Section 2, To act as a collecting and marketing agency of aquatic
moducts, and any of the products manufactured therefrom; to carry on any
and all activities necessary, convenient, expedient, or proper far the accom-
plishment of same; to unify and systematize the business of producing
aquatic products; to improve the quality, facilitate the distributiom, and
stabilize the mrices of fishery producte; and to act es a purchasing agent
for its members and producer-patrons of nets, twine, rope, leads, motors,
boats, peints, grease, gasoline, oil, and other marine supplies and/ar
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equipment used in or incident to vroducing, collecting, propagating,
catching, or taking of aquatic rroducts,

Sec. 3. To promote, encourage, foster, and facilitate the economic,
orderly and efficient production, distribution, and sale of aquatic
producte,

Sec. 4. To buy, lease, acquire, hold, and control as owner or other-
wise, and to pledge, mortgage, and dispose of any interest in any real
or personal property as msy be necessary, convenient, or proper in the
conduct of the business of the association or incidental thereto; to erect,
construct, or acquire any interest in and operate eny plants, buildings,
facilities, or machinery necessary, proper, or incident to the carrying on
of its business; and to sell or dispose of any or all of its property and
assets,

Sec. 5. To borrow money without limitation as to amount of corporate
indebtedness or lisbility, and to give a lien on any of its property as
security therefor; to finance and aid in the financing of the catching,
collecting, taking, producing, and the marketing of the aquatic products of
its members and producer petrons, and to make advance peyments and advances
to them therefor; and to draw, meke, accept, endorse, guarantee, execute,
and issue promissory notes, bonds, mortgages, bills of exchange, drafts,
werrants, certificates, and all kinds of negotisble or transferatle instru-
ments and obligations for any purpose that is deemed necessary or proper
to further the objects for which this association is formed.

Sec, 6, To form, organize, om, or control such subsidiary corpora-
"tions and branches as may be deemed by this association to be necessary and
expedient to carry out the purposes of this association, and to buy, hold,
om, vote, control, and exercise all the privileges of ownership in the stock
end bonds of other corporations or sssociations engaged in any related activ-
ity, and to pledge, mortgage, and dispose of the same; and by membership,
stock ownership, joint or common ownership, or control of any instrumentelity
or personnel, by contract or otherwise, to control and manage or perticipate
in the control and menagement of such corporations ar sssociations end theilr
activities and affairs; and to buy, acquire, hold, control as owner, pledge,
sell, and otherwise deal in and dispose of its own capitel stock, but such
stock held by the association shall not be entitled to vote or to receive
dividends.

Sec. 7. To cooperate with other similar associations in creating
central, regional, national or international cooperative agencies, for any
of the purposes for which this association is formed, and/or to become &
member or stockholder of such agencies now or hereafter formed,

Sec., 8. To conduct educational work among producers of aquatic products
concerning cooperation; the adjustment of producing, catching, and taking
of aquatic products to prospective demand for aquatic products; and for all
other purposes pertaining to cooperation.

Sec. 9. To establish, invest, use, transfer, distribute, or abolish
reserves and other funds for any and all of its purposes.
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Sec., 10. To do each and everthing necessary, suitesble, or proper
for the accomplishment of any one or 211 of the purposes, or the attein-
ment of any one or more of the objects herein enumerated which may bte
conducive to, or deemed expedient for, the interest or benefit of the
association, and to contrect accordingly.

Sec. 11. To have and exercise 21l the powers, privileges, and rights
conferred, sutharlzed, or allowed to corporations by the laws of the
United States and of this State and all powers and rights incidental to
carrying out the purposes for which this association is formed, except
such as are inconsistent with the act under which it is incorporated.

The foregoing shall be construed both as objects and powers and the
enumeration thereof shall not be held to limit or restrict in any menner
the general powers conferred on this association by the laws of the State
of , 811 of which are hereby expressly claimed.

Article III.--Capital Stock

Section 1, The authorized capital stock of this association shall
consist of & y divided into shares of preferred stock
of the par value of ¢ per share, and shares of
common stock of the par value of & per share,

Sec, 2, The mreferred stock of this association may be held by
any person, firm, ar corporation, and shall be freely transferable,
Holdere of preferred stock shall not be entitled to vote., Noncumilative
dividends of six percent (6%) per anmum may be paid thereon when, if, and
as declared by the board of directore, Upon any dissolution or distribu-
tion of the assets of this association, the holders of the preferred stock
shall be entitled to receive up to the par value of their stock plus all

declared unpeid dividends thereon before any distribution is made on the
common stock,

Preferred stock shell be redeemable and retirable at such times and
upon such conditions as shall be determined by the board of directors and
set forth in the certificates of preferred stock,.

Sec. 3 (a). The acquiring of membership in this association shall be
by means of acquiring the ownership of common stock herein which may be
parchased, owned, or held only by persons, firms, or corporations who are
producers of aquatic products, and to cooperative associations as defined
by an act of Congress, apmroved June 25, 1934, entitled "An act authorizing
associations of producers of aquatic rproducts." After ceasing to be such a
producer or cooperative association, no assignment or transfer of common
stock in the association is permissible to any person not entitled under
the foregoing to hold the same, any rights or privileges on account of such
stock, or in the menagement or control of the association. The findings
of the board of directors as to original or contimued eligitility under
the above provisions shall be final and conclusive. The board of directors
shall have discretion to permit or deny the acquiring of common stock by
persons entitled under the foregoing. The common stock of this association

may be transferred only with the comsent of the board of directors of the
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association and only then to producers of aquetic products.

(b) Fach holder of common stock, or member, shall be entitled to
one vote only, regardless of the number of shares held, and no stockholder
shall own more then percent of the number of shares of the issued
common stock. Noncumulative dividends in the nature of interest of not to
exceed eight percent (8%) per annum may be paid on stock, when, if, and
as declared out of any net eernings or savings of the association after the
payment of dividends on preferred stock., Upon any dissolution or dis-
tribution, after the redemption of preferred stock, the common stock shall
be entitled to a distribution of all remsining assets, except as hereinafter
N'Widedo

(¢) The holding of common stock or retention of membership in this
association shall be subject to termination or cancelation as provided in
the bylaws, and the association shall have the right to purchase any of
its common stock at its par or book value from the owner thereof who is
not engaged in the production of aquatic products, or from any member whose
stock is for sale.

Article IV,--Reserves and Funds

Before the paying of any dividends, as aforesaid, reasonasble reserves,
as determined by the board of directors, may be set aside. Amounts carried
to reserves from business done in any year shall be allocated on the books
of the association on a patronage basis for that year, or, in lieu thereof,
the books and records of the association shall afford a means for doing so
at any time so that in the event of dissclution, or earlier, if deemed
advisable, in the sole discretion of the board of directors, such reserves,
or any part thereof, may be returned to the members of the association,

Certificates of participation in the reserve funds shall be issued
by the board of directors. Such certificetes shall bear no higher interest
than the highest dividend permissible under these articles of incorporation
ar the bylaws of the associatiom,

After setting aside amounts for reserves and after the payment of
dividends, if any, as aforesaid, the balance of the net earnings or savings
of the association shall be distributed to members and/or producer patrons
on a patronage basis in proportion to the amount of btusiness each contrib-
uted to the association, Such patronage refunds may be credited to pro-
ducers on the books of the association to apply on the purchase of stock in
the association, or to be used as working capital by the association and in
evidence of which the association mey issue certificates of indebtedness.

Article V,==Directors

Section 1, The business and affairs of this association shall be
managed by a board of directors, the nomination and election of
which shall be prowided in the bylaws, The incorporators shall be the
directors for the first year, or term, and shall serve until their successors
are elected and quelified. The bylaws may provide for a public director and/or
public liaison cwmmittee.
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Sec. 2. The bylaws of this association may provide that the area
in which members of the association reside be divided into districts for
the vurpose of nominating directors, administering the affairs of the
association, or for other purposes,

Article VI,--Miscellaneous

Section 1, This corporation shall exist for ( ) years,

Sect, 2, No member of this association shall be personally liable for
any debt or financial obligation of this association.

The names and places of residence of the incorporating directors who
shall serve the first term or until their successors are elected and
cualified, and the number of shares of common stock subscribed by each
are as follows:

Number
Name Address of shares

(A11 names to appear in this form)

In testimony whereof, we have hereunto set our hands and affixed our
seals this day of sy 19

(A1l signatures of incorporators to appear in this form)

Witness:

The State of s county of

The execution of the foregoing articles of incorporation was this day
duly acknowledged before me by of the

incorporators therein named, for the purposes therein expressed,

Witness my hand and official seal, this the day of » A.D.
19__.

s Notary Public

APPENDIX 2
BYLAWS

of the Association which is hereinafter referred to
as "association,™

Article I,--Purposes

Section 1. The purposes for which this association is formed are as set
forth in its articles of incorporation,

78



Article II,--Membership

Section 1, Membership in this association shall bte obtained by
the acquiring of one or more of the shares of common stock of this
association, The common stock of this association shall be acquired or
held only by producers of aquatic products, or cooperstive associstions
as defined by an act of Congress approved June 25, 1934, and entitled
"An act authorizing associations of producers of aocuatic products." No
common shareholder, after ceasing to comply with the foregoing shall be
entitled to hold common stock or have any vote or voice in the manage-
ment and affairs of this association, and no purported assignment or
transfer of voting stock in this association shall pass to any person
or association not entitled under the foregoing to hold the same, any
rights or privileges on esccount of such stock., The findings of the
board of directors as to orizinal or continued eligibility under the
above provisions shall be final and conclusive, The board of directors
shall have discretion to permit or deny the acquiring or holding of
common stock by persons or associations eligible under the foregoing.
Cormon stock of this association may be transferred only with the consent
of the board of directors and only then to producers of aquatic products,

Sec, 2. For good and sufficient cause, as determined by the board
of directors acting by majority vote, the association may elect to cancel
and terminate the membership and all rights, privileges, and interests
of any common shareholder upon tender to it or its legal representatives
of the fair book value of the shares held by such member, as determined
by the board of directors, together with any dividends, or other sums
due and unpaid, less any indebtedness due the association from such
shareholder. Wilfully failing to comply with the bylaws and regulastions
of the association, or wilfully continuing in a breach of marketing or
purchasing agreement with the association, or wilfully obstructing its
purposes and proper activities, or ceasing for such period as shall be
determined by the board of directors to patronize the association, shall
be deemed sufficient cause for the expulsion of a member, but the enumera-
tion of these causes shall not be taken to exclude any other causes which,
in the discretion of the board of directors, shall require such expulsion
for the best interests of the association,

Sec, 3., In case of the proposed cancelation of membership or
expulsion of any member organization, such member shall be informed in
writing of the charges against it at least 10 days before the meeting at
which the board of directors shall finally pass upon such cancelation
or expulsion, and at such meeting shall have an opportunity to be heard
by counsel or in person and to present witnesses in regard thereto.

Sec, 4. Fach member shall sign a proper pledge before being admitted.
Article III,-=Form of Stock Certificates

Section 1, Each certificate of common stock of this associatiomn
shall have the following statement printed on its face:

"The common Stock evidenced hereby may be held by producers of
aquatic oroducts #nly and may be transferred only to oroducers of
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aquatic products with the consent of the board of directors hereof.

In the event any of the common stock of this association shall come into
the hands of any person who is not a producer of aquatic products he shall
have no right to vote by reason thereof,

"Fach qualified holder of common stock shall be entitled to one vote
only regardless of the number of shares held. Noncumulative dividends in
the nature of interest, of not to exceed 8 percent per anmum, may be paid
upon the common stock, if, as, and when declared, out of any net earnings
or savings of the corporation, after the payment of dividends, in the
nature of interest, of not to exceed 6 percent per anmum on the preferred
stock.,

"o purported assignment or transfer of common stock shall pass to
any person not eligible to hold same, any rights or privileges on account
of such stock, ar in the management or affairs of the associatiom,

"When the board of directors of the association is of the opinion
that the association has sufficient working capital to enable the associa-
tion to do so, certificates of common stock shall be retired at their
book or par value, whichever is less, in the arder in which issued, except
that each member shall continue to own at least one share of the common
stock, This association shall have the right to purchase any of its
common stock at its par or book value, whichever is less, in the event the
omer thereof is not engaged in the production of fishery products, This
common stock is also subject to all the other terms and conditions stated
in the articles of incorporation and bylaws of this association."

Sec. 2, Each certificate of preferred stock of this association
shall have the following statement printed on its face:

"The preferred stock of this association shall carry no voting rights.
Noncumulative dividends of 6 percent per annum shall be paid thereon when,
if, and as declared by the board of directors. Upon the dissolution or
distribution of the assets of this association the holders of the preferred
stock shall be entitled to receive the full par value of their stock, and
all unpaid declared dividends thereon and no more,

"The mpreferred stock evidenced by this certificate may be retired at
any time at the option of the association at par plus accrued dividends
on giving 30 days' notice to the holder hereof,"

Article IV,-~Fiscal Year and Meetings

Section 1, The fiscal year of this association shall commence on the
first day of .

Sec., 2, The annmual meeting of the members of this association shall
be held at in the county of , State of
at __ o'clock, __. M. on the in of each year,
if not a legal holiday, or, if a legal holiday, on the next business day
foll Owing.
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Sec. 3. Special meetings of the members of this association may
be held at any time pursuant to a resolution of the board of directors,
or upon written petition to the president by ten percent (10%) of the
members, Notice of every special meeting shall specify the time, place,
and object or objects thereof, and no business other than that specified
in the notice shall be considered at any such meeting.

Sec, 4., Written or printed notice of every regular, special, or
district meeting of the members shall state the time and place, and in
case of special meetings, the objects thereof, and shall be given to each
member appearing on the books of the association by mail at least 5 days
and not more than 30 days before any such meeting.

Sec, 5. Twenty percent (20%) of the members of the association shall
constitute a quarum for the transaction of business at any meeting, pro-
vided that not less than five members shall be required to constitute such
quorux,

Sec. 6, In all membership meetings each member shall have only one
vote irrespective of the mumber of shares held, Voting by proxy shall be
allowed, provided proxy is given in writing. Voting by mail shall be per-
mitted, provided that notice setting forth the proposition to be voted
on shall be mailed to each member at least five days before the meeting at
which such vote is to be taken, and provided that the notice shall be re-
turned to the secretary of the association, together with the vote of the
member thereon,

Sec. 7. The order of business at all regular meetings shall be:

(1) Roll call,

2) Proof of due notice of meeting

3) Reading and disposal of minutes

(4) Annual reports of officials and committees,
(5) Unfinished business, including other reparts,
(6) Election of directors,

(7) New business,

(8) Adjournment,

Article V,=--Poard of Directors

Section 1., The business and affairs of this association shall be
managed, conducted, and controlled by a board of () directors
who are members of this association and who shall be nominated and elected
at the anmual meeting of the membership. Of the first elected board of
directors members shall be far 1 year; members for 2
years; and members for 3 years, and thereafter each director shall
be elected for a period of 3 years except such as shall be chosen to fill
vecancies,

Sec. 2. The incorparators of this association shall constitute the
first board of directors, and shall hold office until the first anmal
meeting of members ar until their successars are elected end oualified,
Directors thereafter shall be elected anmually,
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Sec, 3, Upon majority vote of the board of directors prior to the
annual meeting, public educational institutions, or State departments from
whom the association is receiving cooperation and assistance may be
recuested in writing to name one or more persons to represent such institu-
tions or departments as public directors on the board of directors of the
association, or to comvose an advisory committee for the association. The
names of such remresentatives shall be certified in writing to the secretary
of the association by such institution or department prior to the annual
meeting.

Sec, 4. At any time, by majority vote of the board of directors, the
btoard may propose an amendment to these bylaws whereby the area in which
the members of this association reside may be divided into districts for the
purpose of nominating directors to represent the resvective distriets on the
toerd of directors. The proposed amendment, which shall include the number
of districts and anmrowriaste identification of each, the number of directors
to be nomineted bty each district, the time and manner of conducting meetings
of members in eech district for such nominetions, shell te submitted to the
membership with the notice for the next ensuing anmuel reeting following
such vote by the board of directors. Procedure thereafter, and at the
ensuing anmuial reeting, relstive to the proposed amendment shall be as here-
inafter provided for the amendment of these bylaws,

Sec, 5. The annual meeting of the board of directors shall be held
previoue to the anmiel membership meeting. Each toard of directors shall
meet within ten (10) days after the anmual meeting of the memters, for the
purpose of electing officers for the ensuing year, and trensacting any
other business that shesll be proper et such meeting. The board of directors
shall meet regularly on the second Tuesday in April, July, and October of
each year at the office of the assccietion. Specisl meetings of the board
of directors shell be held whenever called by the president or upon written
request of three members of the board of directors, addressed to the secre-
tary, and the president shell csll such meeting to be held within 15 days
from the date of receipt of such request by the secretary.

Sec, 6, Ten (10) days' notice by mail or five (5) days' by wire of
each regular or special meeting shsll be given to each director, provided
that no defect or failure of notice of regular meetings shall affect the
validity of any proceedings taken thereat.

Sec, 7. A majority of the directors shall constitute a quorum for
the transaction of business at any meeting.

Sec, 8, The directors shall receive no compensation for their services
other than reimtursement for the actual expenses incurred by them in attend-
ing meetings or on other official and authorized business of the board of
directors, and a per diem of for each day traveling to, from, and
while in ettendance at such meetings, provided that this shsll not exceed
3 days for any one meeting. No director shsll be a saleried employee of
the association.

Sec, 9, Any director may be removed from office for cause by vote of
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not less then two-thirds of the memters present at any annual meeting or

at any special meeting called fer that purpose, at which a quorum of members
must be wresent, Such director ghall be informed in writing of the charges
preferred ageinst him at least ten (10) days before such meeting and at
such meeting shall have an opportunity to ypresent witnesses and be heard in
person or by counsel in regerd thereto,

Article VI,=-=Duties of Directors

Section 1. Management of business, --The board of directors shall
have gerersl supervision and control of the business and the affairs of the
association and shall meke all rules and regulations not inconsistent with
law or with these bylaws for the menagement of the business and the guidance
of the officers, employees, and agents of the association. The boerd shall
have installed an accounting system which shall be adequate to the require-
-ments of the business and to the interest of the members therein, and it
shall be the duty of the board to require proper records to be kept of all
business treansactions,

Sec. 2. mployment of menager.--The board of directors shall have
power to employ or to authorize the employment of a manager and such other
employees as may be deemed necessary, and to fix their compensation. The
meneger shall have charge of the btusiness of the association under the
direction of the board of directors. The manager must sign an appropriate

pledge.

Sec, 3. Bonds and insurance.--The board of directors shall require
the menager and all other officers, agents, and employees charged by the
association with responsitility for the custody of any of its funds, or
property, or the funds or property of others entrusted to it, to give
adequate bonds, Such bonds shall be secured from a responsitle tonding
compeny and approved by the board of directors, and the cost thereof shall
be paid by the associastion,

Sec., 4. Audits,--At least once in each yeer the board of directors
shall secure the services of a competent and disinterested public auditor
or accountant, who shall meke a csreful audit of the books and accounts of
the association and render s report in writing thereon, which report shall
be submitted to the members of the association at their annual meeting.
This report shall include at least (1) a balence sheet showing the true
assets and lisbilities of the association; (2) an operating statement for
the fiscal period under review which shsll show the cost of, and income
from, sales and the gross income, or loss, from each of the commodities
handled during the period; and (3) an itemized statement of all expenses for
the period under review,

Sec, 5. Marketing agreements,--The board of directors shall have the
power to carry out the marketing agreements of the association with its
producer -members in every wey advantageous to the association representing
the producers collectively.

Sec., 6. Depository.--The board of directors shall have the power to
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select one or more banks to act as depositories of the funds of the
association and to determine the manner of-receiving, depositing, and
disbursing the funds of the associstion and the form of checks and the
person or persons by whom same shall be signed, with the power to chanze
such banks and the person or persons signing such checks and the form
thereof at will,

Article VI1I,-~-Committees

Section 1. The boerd of directors shall elect from their numbter an
executive committee of three members, one of whom shell be the rresident,
which shall exercise all the powers of the board of directors when the
toard is not in sessicn; provided that if any dissension or disagreement
shall arise at any meeting of the executive committee, any member by notice
at such meeting and by a notice in writing meiled to the secretary of the
association not more than two deys after such meeting may appeal the matter
in controversy to the boerd of directors and the committee shall not take
any action thereon except after and in accordance with the action of the
board of directors, and provided that the executive committee shall not
have authority to remove any member thereof, The executive committee shall
keep minutes of all its meetings and sutmit a copy of such minutes to each
director not more then ten (10) deys after each meeting,

Sec., 2. The board of directors may appoint such other committees as
it deems adviseble, fix their compensation, and delegate to them such
powers as it deems proper.

Sec, 3. The compensation allowed the members of the executive committee,
and other committees, unless otherwise specified, shall be the seame as far
the members of the board of directore,

Article VIII,--Officers

Section 1, Within 10 days after each annual election the directors
shall elect a president, a vice president, a secretary, and a tressurer. The
two last-nzmed offices may be combined and the officer filling such position
shall be designated secretary-treasurer., The directors may appoint an
assistant secretary-treasurer who shall not be a director and need not be a
member of the association, who shall hold office until the election and

qualification of his successor unless earlier removed by death, resignetionm,
or cause,

Article IX.--Duties of Officers

Section 1. The president shell (1) preside at all meetings of members
and of the board of directors and the executive ‘committee; (2) call special
meetings of the association and of the board of 'directors; (3) perform all
acts and duties usually performed by an executive and presiding officer; and
(4) sign all certificates of stock and such other documentes and otligetions

of the association and perform such other duties as mey be authorized or
directed by the membership or directors.

Sec. 2, The vice president shall perform all the duties of the
vresident in case of the absence or disatility of the latter to serve. In
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case both the mresident and vice presidernt are unsble to perform their
duties, or are absent, the stockholders or directors, as the case may be,
maey appoint a ypresident pro tempore,

Sec. 3, The secretary shall keep the minutes of all the proceedings
of the stockholders, directors, and executive committee, which shall be
attested by him, He shall keep such books as mey be required by the board
of directors and shall have charge of the seal and stock books of the cor-
poration. He shall issue and attest all certificates of stock and shall
generally perform such duties as may be required of him by the stockholders
and directors.

Sec. 4. The treasurer shall perform such duties relating to the
finances, accounts, and property of the association as may be prescribed
by the board of directors. He shall keep such financial accounts as may
be required and shall generally perform such duties as may be required of
him by the common-stock holders and directors. On the expiration of his
term of office, he shall turn over to his successor or to the board of
directors all property, books, papers, and money of the corporation in his
hands,

Sec, 5. Asgistant secretaries and assistant treasurers shall perform
such duties as shall be delegated to them by the secretary and treasurer
or the board of directors.

Sec. 6., All checks, demands for money, notes, deeds, mortgages, deeds
of trust, or any other form of instrument, obligation, and/or evidence of
indebtedness of the association shall be signed in its behalf by such officer
or officers or such other person or persons as the board of directors may
from time to time authorize to do so,

Article ¥ ,--Operation and Management

Section 1, The board of directors or the executive committee shall
fix in advance for each season and fiscal year reasonable and uniform rates
of charges, deductions, and withholdings to be made from proceeds of sales
and purchases made through the assoclation, on account of any of its services
or activities in relation to members, or patrons or their products, and, for
the purpose of making the same, may classify the products handled, the
services rendered, or the districts served, in any manner that is reasonable,
equitable, and conducive to the best interests of the members and the asso-
ciation. In computing freight and other charges, costs, and expenses for
any or all products or other goods handled, the directors may allow differ-
entials based upon actual differences entering into the cost of handling such
products or supplies,

Sec, 2. This association shall function on a cooperative basis for the
mitual benefit of its members,

(1) At the close of any business year, and before the payment of
dividends on preferred or common stock, the hoard of directors may set aside
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from any net earnings or savings, or other funds received by the association
for its use, reasonable reserves and other funds, as may be determined by

the board, for any of the purposes of the association, except as otherwise
provided by law ar these bylaws., Any reserves or other funds set aside from
business done in any year shall be apportioned on the books of the association
on a patronage basis and so credited to the various members of the association
in proportion to the amount of business done with each member during the year,
or in lieu thereof, the books and records of the association shall afford

a means for doing so at any time, Any reserves or other funds, or any

part thereof, whether upon dissolution, licuidation, or otherwise, in the

sole discretion of the board of directors, shall be distributed to the :
members of the association in accordance with such apportionment subject to
provisions in law or these bylaws. Such interests of the members of the
association in funds or reserves held by it may be evidenced by certifi-

cates of interest to be issued by the association,

(2) At the end of each year, after setting aside the amounts for
reserves or other funds, and after the payment of dividends, if any, on
rreferred or common stock, the balance of the net earnings or savings of
the association for that year shall be distributed to members and/or pro-
ducer-patrons on a petronage besis in proportion to the amount of business
each contributed to the association during the year. Such patronage refunds
may be credited to producers on the books of the association, to apply on
the purchase of stock in the association by producers, or to be used by the
association as short-time working capital and in evidence of which the
association may issue certificates of interest, within the discretion of
the board of directors and the limitation of the articles of incorporation.

Sec, 3., Should a member withdraw or be expelled for reasons as des=-
cribed in Article II, the board of directors may determine the value of
his share(s) or, in the case of a non-stock associastion, his interest in
the net worth of the association. The determination is binding on the
member, The board of directors may on the last day of each calendar or
fiscal year, whichever is deemed more apmropriate, determine the value of
each share, or in the case of a non-stock association, the value of each mem-
ber's interest in the net worth of the association., This determination is
binding for all members of the association during the following year,

The board of directors mey prescribe rules concerning how withdrawing
or expelled members are to be compensated, whether within the period of one
month in full, or in installment payments extending not longer than 2 years,

Article XI,--Miscellaneous

Section 1, No member of this association shall be personally liable
for any indebtedness or financial obligation of this association,

Sec. 2, It shall be a policy of this association to cooperate with,
ald and assist other fishermen's cooperatives, as defined by an act of
Congress approved June 25, 1934, entitled "An act authorizing associations
of producers of aquatic products", insofar as may be practical, feasitle,
and to the best interests and welfare of this association and its members,

36



Sec, 3. After adoption, a copy of these bylaws, preceded by a copy
of the articles of incorporation, shall be furnished to each member of the
association and to others upon admittance to membership herein, such copies
to be in printed pamphlet of mimeographed form.

Sec, 4. The corporate seal of this association shall be circular in
form and shall have inscribed thereon the name of the associstion and the
year in which it is incorporated.

Article XII.--Amendments

Section 1. These bylaws mey be altered or amended at any regular or
special meeting of the members of the affirmative vote of three-fourths
or more of the members present, provided that the proposed alteration or
amendment shall be included in the notice or call for the meeting.

* * * ¥* * * *

We, the undersigned, being all of the members of the association, do
hereby consent to the foregoing bylaws and do adopt the same as the bylaws
of said association.

In witness whereof, we have hereunto subscribed our names this
day of g 39 .

(A11 naemes of Members to
appear in this form)

APPENDIX 3
(Form for stock associations)

APPLICATION FC(R MEMBERSHIP

In The

" (Name of association)

(City) (State)

I, , being a producer of aquatic products, hereby make
application for membership in and agree to the bylaws of the

(Association)
and subscribe for ___ shares of the common or membership stock at {___ per
share in the same: the amount of which shall be paid as follows: &___ here-
with in cash and the balance of ¢___ out of deductions on products and
supplies handled by the association for me, or out of any patronage refunds
or other monies that may be due me by the association, provided that such
subscription shall be paid in any event in ___ years, and if not so paid, the
amount credited thereon may be canceled by the association and such funds
be credited to its reserves,

Cigned
Address




APFENDD. 4
(Form for nonstock associations)

APFLICATION FOF MEMEERSHIP

In The

(Name of association)

(City) (State)
I, , being a producer of aquatic products, hereby
apply for membership in and agree to the bylaws of . Sub-

(4ssociation)
mitted herewith is the initial membership fee of {__. I further agree to
rey, in cash, or the same mey be deducted from dividends or any other funds
due me by the associstion, annuel membership dues of :___ in said associe-
tion on or before the beginning of each fiscel year thereof so long es I am
8 member therein; provided the amount and method of peying anmuel membership
dues may be altered or changed by the board of directors of the associstion,

Signed

Address
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APPENDIX 6
FISHFRY COOPFRAT IVE_MARKETING ACT

(Public--No. 464--73d Congress)
(H. R. 9233)
AN ACT
Authorizing associations of producers of aquatic products.

Be it enacted by the Senate and House of Kepresentatives of the United
States of America in Congress assembled, That persons engaged in the fishery
industry, as fishermen, catching, collecting, or cultiveting aquatic products,
or as plenters of aquatic products on public or privete beds, mey act to-
gether in associations, corporate or otherwise, with or without capital stock,
in collectively catching, producing, prepering for market, processing, handling,
and marketing in interstate and foreign commerce, such products of said persons
so engeaged,

The term "aquatic products" includes all commercial products of aquatic
life in both fresh and salt water, as carried on in the several States, the
District of Columbia, the several Territories of the United States, the
insular possessions, or other places under the jurisdiction of the United States.

Such associations may have marketing agencies in common, and such asso-
ciations and their members mey make the necessary contracts and agreements
to effect such purposes: Provided, however, That such associations are operated
for the mutual benefit of the members thereof, and comform to one or both of
the following requirements:

First. That no member of the association is allowed more than one vote
because of the amount of stock or membership capital he may own therein; or

Second., That the association does not pay dividends on stock or member-
ship capital in excess of 8 per centum per anmum,
and in any case to the following:

Third, That the associastion shall not deal in the products of nonmembers
to an amount greater in value than such as are handled by it for members,

Sec. 2. That if the Secretary of Commerce 1/ shall have reason to believe
that any such association monopolizes or restrains trade in interstate or
foreign commerce to such an extent that the price of any aquatic product is

1/ Now Secretary of the Intericr
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unduly enhanced by reason thereof, he shall serve upon such association a
complaint stating his charge in that respect, to which complaint shall be
attached, or contained therein, a notice of hearing, specifying a day and
place not less than thirty days after the service thereof, requiring the
association to show cause why an order should not be made directing it to
cease and desist from monopolization or restraint of trade. An association
so complained of may at the time and place so fixed show cause why such
order should not be entered. The evidence given on such a hearing shall be
taken under such rules and regulations as the Secretary of Commerce 1/ may
prescribe, reduced to writing, and made a part of the record therein. If
upon such hearing the Secretary of Commerce }/ shall be of the opinion that
such association monopolizes or restrains trade in interstate or foreign
commerce to such an extent that the price of any aquatic product is unduly
enhanced thereby, he shall issue and cause to be served upon the association
an order reciting the facts found by him, directing such association to
cease and desist from monopolization or restraint of trade. On the request
of such association or if such association fails or neglects for thirty days
to obey such order, the Secretary of Commerce l/ shall file in the district
court in the judicial district in which such association has its principal
place of business a certified copy of the order and of all the records in the
proceedings together with a petition asking that the order be enforced and -
shall give notice to the Attorney General and to said association of such
filing. Such district court shall thereupon have jurisdiction to enter a
decree affirming, modifying, or setting aside said order, or enter such

other decree as the court may deem equitable, and may make rules as to plead-
ings and proceedings to be had in considering such order. The place of trial
may, for cause or by consent of parties, be changed as in other causes.

The facts found by the Secretary of Commerce %/ and recited or set
forth in said order shall be prima facie evidence of such facts, but either
party may adduce additional evidence. The Department of Justice shall have
charge of the enforcement of such order. After the order is so filed in such
district court and while pending for review therein, the court may issue a
temporary writ of injunction forbidding such association from violating such
order or any part thereof. The court shall, upon conclusion of its hearing,
enforce its decree by a permanent injunction or other appropriate remedy.
Service of such complaint and of all notices may be made upon such association
by service upon any officer, or agent thereof, engaged in carrying on its
business, or on any attorney authorized to appear in such proceeding for such
association and such service shall be binding upon such association, the
officers and members thereof.

Approved, June 25, 193L.

APPENDIX 7
REORGANIZATION PLAN NO. II OF MAY 9, 1939

(U.S. Stat. 53 (Part 2): 1431, 1L33)

Prepared by the President and transmitted to the Senate and the House
of Representatives in Congress assembled, liay 9, 1939, pursuant to the
provisions of the Reorganization Act of 1939, approved April 3, 1939.

I/ Now Secretary of the Interior
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(e) Bureau of FPisheries.--The Bureau of Fisheries in the Department of
Commerce and its functions are hereby transferred to the Department of the
Interior and shall be administered in that Department under the direction and
supervision of the Secretary of the Interior. The functions of the Secretary
of Commerce relating to the protection of fur seals and other fur-bearing
animals, to the supervision of the Pribilof Islande and the care of the natives
thereof, and to the Whaling Treaty Act, are hereby transferred to, and shall be
exercised by, the Secretary of the Interior.,

APPENDIX g
(Public Law 478 - 79th Congress)
(Chapter 529 - 2d Session)

(H.R. 6335)

Excerpt
AN ACT

Making appropriations for the Department of the Interior for the fiscal year
ending June 30, 1947, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That the following sums are aopropriated, out
of any money in the Treasury not otherwise appropriated, for the Devartment of
the Interior for the fiscal year ending June 30, 19L7, namely:

Commercial fisheries: TFor collection and compilstion of fishery staticetics
and relsted information: conducting investigations and studies of methods
end means of capture, preserwetion, utilization, and distribution of fish and
aquatic plants and products thereof, including investigation, study and research
with respect to the utilization of packed ssrdines snd the develomment of methods
and procedure which should be employed in imoroving the gquality and avpearance
of packed ssrdinee; maintenance, repair, alteration, improvement, equiovment,
and overation of laboratories and vessels; =2nd enforcing the applicable pro-
visions of the Act suthorizing asssociations of producers of aguatic products
(15 U.S.C. 521); including contract stenogravhic reporting services, $360,000,

Similar sppropriations have been given to the Department of the Interior
year after year since 1939, indiceting the will of Congress ané of the President
to have the act authorizing associstions of producers of aquatic products ad-
ministered by the Department of the Interior,
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APPENDIX 9

g ) seg Of Q--' '
of the United States apnd Alaska

A, Pacific Coest

1. LsConner Cooperative Fishermen's Arsociation, LaConner, Wash,--
The vurpose of the cooperative ie coovmerative fishing and msrketing. The
cooperative has about forty memders; it posceesceg four boats, a'filhhonlo.
and an office building.

2. Fishermen's Packing Corporation, Anacortes, Wash,--The purrose of
the cooperative ic to can and merket fish. The membershin includes 45
boet owners and 51 fishermen who are nnt boat owners,

3, PFighing Vessel Owners Association, Seattle, Wash,--The purvose
of the cooperative, which comnrises about 350 owners of halibut boats, is
to act as an insurance agent for the boat ownere and as attorney for the
vayment of =ocial security taxes and for the clearance of customhouse
pepers. In addition, the cooperative maintaine an auction salesroom,

4, Halibut Producers Cooverative, Seattle, Wach --The purpose of
the cooperative i1e legally unrestricted. However, for all oractical
purposes the cooperative was establirhed to market halibut livers and to
overate a merketing agreement with tve firm Lyle ®, Pranchflower,

5., Fishermen's Cooperative Association, Seattle, Wagh,--The
coonerative comprieses shout 750 members engaged in troll fishing. The
purpose of the cooverative is all-inclueive. It includee, for example,
the cooverative purchase of gear and cnoperative merketing.

6. Union Fishermen's Cooperative Packing Company, Astoria, Oreg.--
The cooperative has about 150 members. The purpose 0° the conoverative is
to maintain a warehouse for boat supplies, to can fish purchased from
the members, and to market the canned oroducts,

7. PFishermen's Store Cooperative, Seattle, Wash,--Thie i= a
comparatively new enterprise comprising about 100 members. It was es-

tablished for the opurvose of delivering groceriea to the Seattle halibut
fleet.

8. Wheeler Fishermen's Cooperative, Wheeler, Creg.--This is a small
cooperative composed of about % members., Its purnose is cooverative
marketing.
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9. Senta Cruz Fisheries, Inc., Santa Cruz, Calif.--The cooperative,
comprising about 20 members, maintains & freezer and a cold-storage
warehouse., It also overates a restaurant. The main purvose of the
cooperative is the cooperastive marketing of fish,

10. The Willspa Oyster Growers Cooperative Association, Seattle,
Wash.--The cooperative hes as its purpose the cooperative marketing of
oysters. Its activities were susvended with the beginning of the wsr in
1941, 1Its revivel is intended.

11, 0Orsb Fishermen's Association, Warrenton, Oreg.--This enonera-
tive associstion temporsrily suspended ite activities during the war,
It is not known how f=r the activities are revived at oresent.

12. Columbis River Smelt Co-op, Kelso, Wesh,--The purpose of
the cooperative is the cooperative marketing of Columbia River smelt and
other fish,

13. Monterey Serdine Industries, Inc,, Monterey, Calif,.--The
main purpose of this cooperative, which comprises about 55 sardine boat
owners, is to act as sales agent for the members. In addition to this
function it purchases gear cooveratively and gives loans to its members.

14, TFishermen's Cooperative Association, Monterey, Calif,--
Thie cooperative was in the status of formstion when thie pamphlet went
to press. No further details are available.

15. PMishermen's Cooperative Association, San Pedro, Calif, --
The cooperative, comnrising 95 members, hae as its main purpose to act
as sales agent for the szle of sardines and tuna to canneries. The
charter, however, gives to the cooperative all-including powers., In
using su~h powers, the cooperative maintains cleaning facilities, operstes
trucks, rents dock space, advences loans to members, and acts ss attorney
in tax declarations and in clearing papers with Merxican suthorities.

16. Commercial M shermen's Inter-Insurance Exchenge, San Pedro,
Calif.--Thia cooperative, comprising sbovt 50 boat owners, was estab-
lished in 1944  to subecribe marine ineursnce for its members,

17. Commercial Fishermen's Cooperative Association, Inc,,--
Newport Haerbor, Calif,--The cooverstive, comprising about 100 membders,
has as its purvose the cooperative purchase of nets and other suoolies,
the overation of a freazer and a cold storage warehouse, and the
marketing of fish.
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18. Southern Californis Fishermen's Association, San Diego,
Calif.-- This cooverative has about 100 members. Its purpose is to
act as salee agent in the members' dealings with canneries. It also
acts as attorney for the membere in clearing Mexican papers.

19. The San Diego Fishermen's Association, San Diego, California.--
The cooperative, which was recently established, is an organization of
market fishermen. The vurvose is the clearance of papere with Mexican
authorities,.

20. Lower California Fisheries Assocliation, Sen Diego, Calif, ,--
The main objective of this association, which commrises about 150
members, is to settle accounts between fishermen and canneries. In
addition, it grants loans to member fishermen and acts as sales agent
for market fish,

21. American Fishermen's Tuna Boat Association, San Diego, Calif.,
This cooperative, comprising about 400 tuna fishermen, acts as agent
for its members in settling accounts with canneries.

22. Clatskanie Smelt Fishermen's Agsociatisn, Clatskanie, Oreg.,--
The purpose of this cooperative, established in Fabruary 1947, is the
market ing of smelt.

23, Commercial Fichermen's Coonerative Associetion, San Diego,--
Calif. ,-- This cooperative i3 organized for the purpose of marketing
the catch of its members,

B. Gulf Coast (including Florida).

1. Twin Cities Fishermen's Cooperative Associastion, Morgan City,
La, ,--The cooperative, originally established in 1938 2nd reestabdblished
in 1946, comprises about 25 shrimp fishermen. Its purvose is the
maintenance of a cold-storage warehouse and freezer and the cooperative
marketing of shrimp.

2. Westwego Fighermen's Cooperative, Westwego, La.,--This coopera-
tive recently established by about 10 shrimp fishermen has as its pur-
pose the cooperative marketing of fish,

3, Fishermen, Oystermen, and Fur Trappers Producers Cooperative
Association of Louisiana, Inc., Few Orleane, La.,--This cooperative,
comorising about 200 members, has &s its purpose the marketing of sea-
food, seafood byproducts, and furs,
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4, TPighermen's Union Cooperative Agssociation, Cedar Keys, Fla, ,--

This cnoperative, comprising ebout 150 fishermen, has as its purnose
the cooperative marketing of fish,

5. Fishermen's Cooverative Association, Snug Harbor, Florida,--
This cooperative possesses two boats, a 150-foot pler, a quick freezer,
and a cold-storsge warehouse, Its purpose is the operation of these
establishments and the cooperative marketing of fish. The cooperative
has about 25 members.

6. IFishermen's Cooperative Association, Sarasota, Fla.,--
This cooperative, comprising about 60 fishermen, buys gear and sells
fish cooperatively.

7. PFishermen's Cooperative Association, Cortex, Florida.--
This cooperative, comprising about 150 fishermen, is a vproduction and
marketing association,

8. Fishermen's Cooperative Associetion, Punta Rassa, Florida.--
This cooperative maintaine a fish house. It purchases gear and selle
fish cooperatively, Membership is about thirty,

9. Fishermen's Cooperative Association, Key West, Florida,--
Thias cooperative is in the status of drganization. About 150 fishermen
intend to take part in this cooperative.

10, Fishermen's Cooperative Association, St, Petersburg, Florida.--
This cooperative, comprising about 50 members, operates a fish house and
sells fish cooperatively.

11. Englewcod Cooperative Fisheries, Fnglewood, Florida.--This
is a small cooperative of about 10 members selling fish cooperatively,

12. Union Fish Company, Homosassa, Florida.--This cooperative,
comprising about 50 members, maintains a fish house and overatex a
gasoline station, The cooperative has a contract with the Lewis Fish
Company, Crystal River, Florida, to which firm all fish are delivered.

13.Union Fish Company, Budson, Florida.--This is 2 =mall coopera-
tive comprising sbout ten fishermen, established for the purpose of
selling fish cooperatively.

14, PFichermen's Coonerative Association, Crystal River, Florida,--
Thie cooperative, comprising about 25 fishermen, is a marketing organi-
zation,

15. Miami Fighermen's Cooperative Association, Miami, Florida.--
This cooperative, comprising about 30 fichermen, meintain= o fish house
end a sales office. It owns several trucks and boats, Its purpose is
the cooperative sale of fisgh,
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16. Fishermen's Cooperative Association, West Palm Beach, Fla.--
This cooperative hes at present only nominal existence. It intends to
resume operations January 1, 1947,

17. Salerno Fishermen's Association, Inec., Salerno, Fla.--Thie
cooverative has at present 27 members and was created for the coopera-
tive sale of fish., It became dormant during the war; revival is in-
tended.

18. Fishermen's Cooperative Corvoration, Riviera, Fla.--This
Cooverative, comprising about 25 membere, became dormant during the war,

19. United Fishinz Comvany, Fort Pierce, Fla.--This cooperative,
comprising 21 members, maintaine a fish house, including a refrigerator
and a gasoline vumo,

20, Cape Fish Company, Fort Pierce, Fla.-- This cooperative has
11 members and sells fish cooperatively. It has two fish housesa, one
in Fort Plierce and another in Cocoa., It has ite own sales agent in
New York, New York.

21. Tarpon Springe Sponge Producers Exchange, Inc,, Tarpon Springs,
Fla.--A newly organized cooperative spon® oroducers association which
packs and markets sponges. The cooperative has four packing houses.

C. Atlantic Coast.

1. Bivalve Cooperative Co., Bivalve, N, J,--This cooperative,
having about 22 members, ie established for the sole purpose of purchas-
ing gasoline, 0il, groceries, and other ship supplies collectively.

2. New England Oyster Growers Exchange, Warren, Rhode Island,--
This cooperative 1s understood to be active in selling fish and fishery
products cooperatively,

3. Rhode Island Fishermen's Cooperative Association, Newport, R.I,
This is a recent establishment, having about 270 members. Its purvose
i« the cooperative catching, processing, and selling of fish,

L, Beales Consuming Cooperative Association, Beals, Maine,--
This is a small cooverative of lobster fishermen organized for the nur-
vose of vurchasing supplies.

5. Perio Fishermen's Cooperative Association, Beals, Maine, --

This 1s a small coonerative of lobster fishermen organized for the pur-
pose of vpurchasing supplies.

104



6. Fishermen's Cooperative Association, Vinalhaven, Maine.--
This cnoperative is onerated by lobster fishermen for the purvose of
marketing their catch and purchasing supplies,

T.. Atlantic Mackerel Association, Inc., Gloucester, Mass.--This
cooperative comprises about 20 members. Its purpose is the marketing
of mackerel.

8. Pine Point Cooperative Agsocistion, Pine Point, Maine,--The
purpose of the association is the wholesale purchase of fishing gear

and equipment and the malntenance of a general store.

9. Point Judith Fishermen's Cooperstive Association, Point Judith,
Bl -~This coc cooperative is organiyed for the purpose of marketing the
catch of its members,

10, Warwick Fishermen's Cooperastive, Warwick, R, I,--Aes thie pudbli-
cation is being prepsred, it ie reported that in Yarwick, Rhode Island,
a cooperative of cleam and oyster fichermen ie¢ being formed.

D, Grest Lakes

1. YNorth Superior Cooperstive Fisheries, Inc., Duluth end Tofte,
Mizn.--This cooperative of about 70 members operates in the cooperstive
pvurchacing of supplies for fishermen snd the cooverative sale of fish
and fishery products., It also owns a motor freight company, running 12
trucks between Port Arthur, Onterio, and Duluth,

2. Copper Country Cooperative Entervrises, Inc., Hancock, Mich.--
This 1s a cooperative of seversl hundred fishermen engsged in cooperative
fishing and marketing of fish and fishery products,

3. Knife River Fighermen's Cooperative, Knife River, Minn.--
This cooverative 1s composed of about 20 members. Its first activity
was purchasing land for the establishment of a harbor. The cooverstive
intends to work in close cooperation with the North Superior Cooperstive
Pisheries, Inc., Duluth, Minn,

4, As this publication is being prepared, it is reported that in
Huron, Chio, a fishermen's cooperative is being formed.

BE. C < £ Ind irs,
1 DI o) nt of the Ipt or.

1. Annette Ieland Packing Compsny, Ketchiken, Alaska.--This
cooperetive comprises about 200 members. It is established for the
purpose of canning salmon an¢ merchendising the canned product,
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2. Red Lakes Fisheries Association, Redby, Minn.--This cooperative
is comprised of the Indians of the Red Lake Indian Reservation, It 1is
established for cooperative fishing and marketing of fish,

3. Hydaburg Cooperative Association, Hydaburg, Alaska.--This
cooperative has 329 members and was established for the canning and
marketing of salmon,

(Additional cooperatives orgenized while this Leaflet was written)

1. Connecticnt Fishermen, Inc., Stonington, Conn.
2. Bey-Sea Cooperative of Virginia, Inc,, Hampton, Va,
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