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INTRODUCTION 

 
I.The Dublin Food Co-operative Society Limited is the largest consumer co-

operativeiii in Ireland operating since 1983 (a registered society since 1991). 

II. As a society with a distinctive co-operative ethos rooted in social and 

environmental impact, we receive regular calls for advice and support from 

prospective founders of purpose driven start-ups seeking to utilise the co-operative 

model to build sustainable and ethical enterprises. 

III. The Dublin Food Co-operative have affiliated with the Irish Co-operative 

Organisations Society since 2018 and have a history as an independent co-

operative society linked to a network of other purpose driven co-operatives many 

of whom are smaller co-operatives. 

IV. The piecemeal approach to the reform of the legislative basis for co-operatives has 

significantly held back the development of innovative, purpose driven co-

operatives and a consolidation in the form of an ambitious new Co-operatives Act 

would be welcomed. 

V. This modern legislation must not only create a level playing field for the co-

operative model of enterprise and support the development of existing co-

operative enterprise but be ambitious about expanding co-operative enterprise in 

innovative and underdeveloped sectors of the indigenous economy. 

VI. In the interim, to deal with the pressing issues facing start-up and smaller societies, 

the matters raised by this PMB should be addressed in advance of and alongside 

the development of a new Co-operatives Act. 
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EXECUTIVE SUMMARY 

 

 

a) Support for the reduction in the number of founding members required to register 

a society to three members. 

 

 

b) Support for the continued requirement for societies to file annual returns and 

audited financial statements with appropriate exemptions for certain classes of 

societies equivalent to those found for companies, which provide a proportionate 

degree of member control over the availing of such exemptions.  

 

 

c) Support for a modern and ambitious Co-operatives Act which seeks to expand the 

co-operative model into more innovative and underdeveloped sectors. 

 

 

d) Support for addressing the most pressing deficiencies in the Principal Act in 

advance and alongside the development of a new Co-operatives Act. 
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AMENDMENT OF SECTION 5 (CONDITIONS OF REGISTRATION) AND 

SECTION 9 (CANCELLING AND SUSPENSION OF REGISTRY) OF PRINCIPAL 

ACT:  

 

1. The amendments to section 5 and section 9 are intended to reduce the 

number of members required to register a co-operative society to three, down 

from a current requirement of seven. 

2. The requirement for seven members to register a co-operative society 

presently contributes to prospective worker co-operativesiii and start-up co-

operatives seeking to operate in innovation sectors to opt to incorporate in a form 

inappropriate for financing start-up costs and maintaining their co-operative ethos.iv  

3. We have assisted and supported a number of co-operative enterprises that 

have opted to incorporate in an alternative corporate form. 

4. A general scheme for a Co-operatives Act has been with the Department for 

a number of years, and a number of public consultations on this new Act have been 

run in previous years. 

5. To our knowledge this issue has not been previously addressed as part of 

previous legislation or the development of a general scheme for a new Co-

operatives Act. 

6. Across Europe the trend has been to reduce the minimum number of 

founding members to three members. 

7. In the United Kingdom the minimum number of founding members was 

reduced to three and no evidence of abuse or dilution of the co-operative model 

has been evidenced. 

8. The proposed amendment would address the issue in need of attention. 

9.  A possible unintended consequence of the legislation could be the 

registration of societies which are not intended to be operated with a co-operative 

ethos. However, in practice, no barrier exists at present to registering a society with 
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six proxy founding members signing the formation documents without any genuine 

interest or intention of participating in the ownership or governance of the society. 

This issue should be further addressed in the new Co-operatives Act. 

10. Co-operative development practitionersv are best placed to advise 

prospective founding members on the most appropriate number of members to 

form a viable society on a case by case basis. 

11. The Minister would amend any secondary legislation as required, and the 

Registrar of Friendly Societies would amend their administrative process in line with 

the new three member requirement. 

12. There are no material additional enforcement or compliance costs. 

13. The financial implications of the amendment would be limited to costs 

associated with the secondary legislation required and amending the administrative 

processes of the Registrar of Friendly Societies. 
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AMENDMENT OF SECTION 14 OF PRINCIPAL ACT:  

 

1. The intention of the amendment to section 14 is to bring the administrative 

burden of societies in line with those of companies while providing the necessary 

and appropriate level of member control over these decisions. 

2. This would be achieved by providing exemptions for certain classes of 

society from the obligation to file annual returns with audited financial statements. 

3. This approach has been taken in other jurisdictions including the United 

Kingdom (through their modern co-operative legislation) and in Northern Ireland 

(through amendment and consolidation of the Industrial and Provident Societies 

Act 1893) - and has proven workable for societies and registrars alike. 

4. The absence of an audit exemption for smaller societies is a broadly 

recognised deficiency in the Principle Act as amended. This has had a significant 

impact on the growth of the co-operatives in Ireland in recent decades - with the 

cost of an audit representing too prohibitive a cost to most start-up co-operatives 

in the first few years of trading and has a significant chilling effect on existing 

smaller societies. 

5. A recent study from UCC has highlighted this concern amongst smaller co-

operatives.vi 

6. We have provided support to a number of start-up cooperatives who have 

opted to incorporate in a form which may avail of an audit exemption, but which is 

otherwise inappropriate for financing start-up costs and maintaining their co-

operative ethos.vii 

7. As noted above, audit exemptions have been incorporated into the 

Industrial and Provident Societies Act framework in Northern Ireland offering 
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societies the opportunity to avail of the exemptions whilst retaining control within 

the hands of members at General Meeting. 

8. While the Department of Business, Enterprise and Innovation have indicated 

that progress on the Co-operatives Act will be made in 2019viii which is welcomed, 

there remains a strong argument that the most pressing of issues with the legacy 

legislation should be dealt with promptly in the interim. 

9. A number of technical and focused amendments were made to the 

Companies legislation in the number of years in which the Companies Act 2014 was 

passing through the Oireachtas.ix  

10. It would not therefore be unusual or unprecedented for the same approach 

to be taken in the case of society legislation. 

11. The amendment would require redrafting to remove the reference to a total 

exemption from the annual return and to draft the audit exemption in terms of (i) 

the qualifying classes of society and (ii) the class in which a members’ resolution 

would be required to avail of the exemption. 

12. The classes qualifying for exemption should be equivalent to those of 

companies. 

13. It could be argued that these matters could be dealt with as part of the 

consolidation and modernisation of the legislation through an ambitious Co-

operatives Act however, as outlined above, the issues dealt with as part of this 

amendment are pressing and should be dealt with promptly in the interim. 

14. By addressing the most pressing deficiencies within the present legislation, 

the Department would be afforded the opportunity to engage in an appropriate 

degree of consultation in advance of drafting new legislation without the time 

pressure associated with addressing these outstanding and pressing issues with the 

current legislation. 

15. The introduction of audit exemptions is unlikely to have material unintended 

consequences which would not be addressed by amending the bill to reflect a 
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requirement for a member’s resolution for certain classes of society to avail of any 

exemption. 

16. The Minister would amend any secondary legislation as required, and the 

Registrar of Friendly Societies would amend their administrative processes to 

account for audit exemptions. 

17. The financial implications of the amendment would likely be limited to the 

preparation of secondary legislation required and amending the administrative 

processes of the Registrar. There would be possible savings in the reduced 

resources being applied to compliance proceedings against small societies 

currently struggling to complete audits in advance of annual return filings 

18. The substance of the amendment addresses the issues raised but the bill 

would require redrafting to clarify the continued requirement to file annual returns 

and to add any requirement for a member’s resolution to avail of an audit 

exemption.  
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APPENDIX. CONDITIONS FOR AVAILING OF AN AUDIT EXEMPTION 

 

The following has been prepared to assist the committee with envisaging the 

administrative process underpinning the audit exemption. The conditions 

referenced within are for illustrative purposes only. 

 

Financial Statements Always Available to Members 

 

1. In all circumstances financial statements must be laid before the members at the 

AGM, and available to members on request. 

 

Qualifying Classes of Society 

 

2. To qualify as a micro society and avail of this exemption, a society 

must satisfy TWO or more of the following conditions in the current financial year 

and in the preceding financial year (unless it is its first financial year): 

 

• Balance sheet total does not exceed €100,000  

• Turnover does not exceed €15,000  

• Number of employees does not exceed 15 

 

3. To qualify as a small society and avail of this exemption, a society must pass the 

appropriate motion at General Meeting and satisfy TWO or more of the following 
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conditions in the current financial year and in the preceding financial year (unless it 

is its first financial year): 

 

• Balance sheet total does not exceed €6m 

• Turnover does not exceed €12m 

• Number of employees does not exceed 50 

 

Exemption from filing an auditor’s report (the "audit exemption”) 

 

4. In order for a society to qualify for the micro society audit exemption, the society 

must meet the following criteria in respect of the financial year concerned and the 

preceding year: - 

 

The society must qualify as a “micro society”.  

 

The society’s annual return, to which Financial Statements are attached, must be 

filed on time for the year in question and the previous year. 

 

5. In order for a society to qualify for the small society audit exemption, the society 

must meet the following criteria in respect of the financial year concerned and the 

preceding year: - 

 

The society must qualify as a “small society”.  

 

The society’s annual return, to which Financial Statements are attached, must be 

filed on time for the year in question and the previous year. 
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The members of the society must pass an appropriate ordinary resolution 

approving the application of the audit exemption for that year. 

 

i The International Co-operative Alliance defines a co-operatives as an “autonomous association of 
persons united voluntarily to meet their common economic, social, and cultural needs and 
aspirations through a jointly owned and democratically-controlled enterprise.” 

ii A consumer co-operative is owned either predominantly or exclusively by those who intend to 
consume the products and/or services provided by the co-operative. 

iii A worker co-operative is owned and self-managed by its employee members 

iv A CLG is a common corporate form chosen by start-up co-operatives due to the burden of starting 
and sustaining a society in the early years of trading. This form is limited in terms of raising equity 
from members (forced to finance start-up via debt), cannot distribute dividends in a straightforward 
manner to members and requires a customised constitution to embed co-operative ethos. It must 
then go through an expensive and time-consuming administrative process to convert to a co-
operative society at a later date. 

v Either independent practitioners or those within development bodies like the Irish Co-operative 
Organisations Society, Co-operative Housing Ireland, Co-operative Alternatives and others. 

vi Moroney, A., Carroll, B. & McCarthy, O. (2018) Go Co-op: Recent cases of Irish co-operative start-
ups. Cork: Centre for Co-operative Studies, University College Cork.  

vii A CLG is a common corporate form chosen by start-up co-operatives due to the burden of 
starting and sustaining a society in the early years of trading. This form is limited in terms of raising 
equity from members (forced to finance start-up via debt), cannot distribute dividends in a 
straightforward manner to members and requires a customised constitution to embed co-operative 
ethos. It must then go through an expensive and time-consuming administrative process to convert 
to a co-operative society at a later date. 

viii Agriland - 12th March 2019 

ix Companies (Amendment) Act 2012, Companies (Miscellaneous Provisions) Act 2013 

                                            




