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caiMtal tietl up in buildings or other ix-rniaiient •)Utfit the share mi-thod i* i)erh*iw

preferal)le.

Xon-»hare forporation* obtain capital by uninjr M»e Joint and fwveral notes of

the members, or their individual notes. Thwe ar pergonal note* payable on

demand to the Association and constitute the credit of the members used for

acquirinj; .apital. As long as the Assmiation is «)lvcnt the notes are not cashed.

Where, h'.wever. the business has W-en unsuccessful the liabiliti.s of the Associa-

tion must be met by these capital notes. In the event of the liabilities having

to be met bv the notes of anv of the members which Imv,- been placed as security,

nil the mcinlK.rs must share the liabilities irresimtive of which individual notes

have lieeii so placed. ... . ,

By this ruathod also interest is paid ..u capital only when is in actual

use.

A form of note is suggested

:

j^ C<H)PKR.\TIVE ASSOCI.VTIOS. LIMITED.

Capital Note.

1100.00
Ontario, Canada.

Jan. 4th. 1915.

On demand I promlae 'o pay The •

r>„,i--, « he
Cooperative Aasoclatlon, Ltd.. the sum of <>5« «""*'ti

°°
'

used In accordanca with the hy-law. of the said Association.

Signed

Reserve Fcn'd.

(U) Before any distribution of any surplus funds to Ik? distributed to the

shareholders (members) shall be made, there shall be set aside out of such funds

of the Association such sum, or sums, not less than ten per cent in any one year

a« the Directors may from time to time think proper as a reserve fund, for meeting

contingencies, for maintaining or rep«iring any property of the
;^^'f
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anv other such purpose as the Directors shall think conducive to the interests of

the As.sociation, but at no time shall the total amount of reserve fund exceed the

amount of capital at the disposal of the Association.

Note.—Every sound bu.sine.ss sets aside a portion of its surplus Tands for

meeting unexpected difficulties and for repairing its property. Without such a

reserve fund a small financial difficulty will often wreck an Association. Usually

the reserve fund is limited by the by-laws so that an excessive amount of the

profits cannot be kept from the members. Soinetinies a Members Tlos<-rve Account

is kept so that upon withdrawal, his share of the reserve fund, ess a certe.n

percentage for depreciation, may l,e returned to him. The As.so..,at.on. however,

should not bind itself to return such reserve, if doing .so would financialy injure the

Association. Moet of the Associationf-
•

• provisions whatev-er for returning

anv portion of the reserve fund tc the ., . and this latter is the safer plan.


