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Republic of the Philippines
OFFICE OF THE E’RESZ&DE%
Department of Finance

i v 0,’7 ice ‘é the Narwrun’ Administrative Register

TVELO PE .

IRANDUM FHELEULAR NO. 2009-03

i DOOF

T : ALL C@N{'EM,@

: GUIDELINES FOR THE ACCME,Z’TAT FTON OF COOPERATIVE
EXTERNAL AUDITORS

Pursuant to Section 3. (£f) of Republic Act 6939, an Act creating the Cooperative Development
‘*"t!mr%y (CD } and Article 80 of Republic Act 9520, otherwise known as the Philippine
Cooperative f of 2008, the following guidelines are issued to govern the accreditation of
coopsrative external i auditors:

SECTION 1. Definition of Terms

COOFIRATIVE DEVELOPMENT AUTHORITY or CDA — is the only government agency
granting juridical personality to coop@ratxve S, herem referred fo as the Awuthority -

AT ’?IA TE any director, officer, mdnagar Of any person occupying a szmﬁar status or -

perfommo similar functions in the audit firm mcluding employees performing
supervisory role in the auditing 'procesd

AL B*j".’i”,"ﬂ” FIRM - means either the partnefs of a firm providing audit services or a sole
practitioner providing audit services, as appropriate.

A «’E DR-IN-CHARGE ~ this refers to the team leader of the audit engagément.

COOPERATIVE EXTERNAL AUDITOR — an mdependem: Certified Public Accoun‘tam
(CPA) accredited by the CDA, whose relationship to the client is to express an
opinion on the financial statements. He/she may be the 51 gning partner in an
auditing firm or a sole practitioner.

FRAUD - means an intentional act by one or more individuals among management,
employees, or third parties that result in a misrepresentation of financial statements.
It may involve:

= Manipulation, falsification or alteration of records or documents.

= Misappmpriation of assets. ‘ .

= Suppression or omission of the effects of transactions from records or documents.
s Recording of transactions without substance. ‘ '
= Intentional misapplicatien of accounting policies.

COOPERATIVE DEVELOPMENT AU S gy




= Omission of material information

@ And any other instance/factor which may be classified as fraud.

- all partoers including those not performing audit en rrwemept,

ARTINERSHIP - means a professional partnership engaoed in the practice of public
accountancy duly reglstereci with the Securities and Exchange Commission. [Art 1,
Sec 1(g), Board of Accountancy Resolution Mo. 69, Series of 2003]

AUDIT ENGAGEMENT LETTER - informs the cooperative of an upcoming audit. It details
the audit objectives, the timeline, and the audit team members. It also covers the
pre-audit meeting, expected deliverables, and the audit team’s mission.

SECTT

JG’A? %, Appiication Requirements

4. Documentary Requirements

i For Individual CPA

e

Y.

An individual Certified Public Accountant (CPA)Y who seeks to be accredited as

Cocperative External Auditor must file an accomplished application form (dnmex I )

directly to th Cooperatwe Deveiﬁpmont Authonty Fxtensxon Oﬁﬁce (CDA—‘FO" WHeA
PA

Prefessional Regulaﬁon Commxsszon Identification Card (PRC Dy,

Valid Certificate ' of Registration with the Professional Regulation
- Commission — Board of Accountancy (PRC-BOA);

Current Professional Tax Receipt (PTR) issued by the local government;

Certificate of Membership in Good % andmo with the Phihppme Institute of
Certified Public Accountants (PICPA) Chapﬁzer

Certificate/s of Completion of Training equivalent to a minimum of 24 hours .
of training with topics on Standard Chart of Accounts (SCA), Performance
Standards for Credit & Other Types of Cooperatives with Credit Services of
COOQP-PESOS, Financial Reporting Standards for Cooperatives, Philippine
Cooperative Code and other Rules and Regulations issued by the Authority.

~ Such training shall be provided by the CDA or CDA recognized/ accredited

institutions;

2. For Partnership/Auditing Firm

The Partnership/Auditing Firm which seeks to be accredited as Cooperative External
‘Auditor must file an accomplished application form (4rmex 2) directly to the CDA EO
where such firm is based; attaching thereto duiv certified true copies of the following

documents:

SEC Regis‘crat«ion;

Partnership’s Current Certificate of Registration with the BOA,;

E:
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.  Business Permit/Municipal License;

. Certificate of Membership in Good Standing with PICPA chapter of at least
one (1) pariner; :

v.  Certification that at least one (1) partner complied with the required
training as prescribed in Section 2.A.1.v for the Individual CPAs, duly
supported by ceriified true copies of certificates of completion or
attendance; '

SELCTION 3. decrediting Body

The sccreditation of Cooperative External Auditor shall be approved by the CDA Board of
Adrinistrators (CDA-BOAY) upon recommendation of the Regulatory Unit of the CDA-CO.

wplications for accreditation shall be fully disposed of within a period of thirty (30) days
from the receint of completed documents by the CDA-CO.

TYON 4, Validity of Accreditation and Inclusion in CDA List

The acereditation of ?xtemai auditor shall be valid for a period of three (3) years from the
date of issue. The CDA-accredited external auditors may apply for the renewal of their
accreditation within three months prior to the expiration. The provisions of Section 3 of this
Acereditation Criteria shall likewise apply for each application renewal.

The CDA will circularize to all cooperatives the list of accredited cooperative external
nee a year. The CDA, however, shall not be held liable for any damage or joss that may

the selection of the accredited cooperative external auditors to be engaged by the
Tor regular or special audit engagements.

SECTION 8. Conditions for Engagement of an External Audifor

Mo external auditor may be engaged/qualified in the audit of a cooperative and any of its
subsidiary if he/she or any member of his/her immediate family had or has comunitted to
acquire any direct or indirect financial interest in the cooperative, or if his/her
independence is considered impaired under the circumstances specified in the Code of
Professional Ethics for Certified Public Accountants. In the case of a partnership, this
limitation shall apply to the partuers, associates, and the auditor-in-charge of the
engagement and members of their immediate family.

b) The external auditor and the members of the audit team do not have/shall not have
onistanding loans or any credit accommodations with the cooperative at the time of
signing of the engagement and during the engagement. In the case of partnership, this
prohaibition shall apply to the partners and the auditor-in-charge of the engagement.

¢) The external auditor must not be currently engaged nor was engaged during the past 3
years in providing the following services to the Cooperative: ‘
i, Internal audit functions;.
5. Information systems design, implementation, and assessment; and
i, Such other services, which could affect his/her jndependgpee as, may be
determinéd by the CDA. - " fioy,
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The =xternal auditor, auditor-in-charge, and members of the audit tearn must adhere to the
highest standards of professional conduct and shail carry out services in accordance with
relevant ethical and technical standards, such as the Philippine Accounting Standards,
Philipoine Financial Reporting Standards, Philippine Standards on Auditing (PSA) and
the Chde of Professional Fthics for Certified Public Accountants; :

For the immediate past three years, the external auditor must not have held a position
relevant to the conduct of audit such as, but not limited to, Chief Bxecutive Officer, Chief
Financial Officer, Comptroller, Accountant, Bookkeeper, Audit Committee, etc;

For the immediate past three vears, the external auditor must not have been a
member/officer of the cooperative or employee/officer of a federation/union to which the
cooperative being audited is affiliated;

The sxternal auditor must not be related to any officer and employee of the cooperative
up to the fourth degres of consanguinity or affinity; and

The external auditor, whether on his/her individual capacity or as partner of a firm, may
iertale the external andit of the concerned cooperative for not more than five (5}
snsecutive years, provided that the external auditor may be allowed to audit the same
chient after a gap of two (2) years. |

Section 6. Reportorial Requiremernts

s
L=y

a)

The external auditor shall prepare the audited financial statements in accordance with
Philippine Financial Reporting Standards (PFRS) taking into consideration cooperative
taws, rules and regulations. At the minimum, the report shall meet the following
equirsments: ‘

=

5.1}  Standard format in the presentation of the audited financial statements with
comparative figures of the immediately preceding year, which will include the
following:

»  Auditors’ Report ‘

Statements of Financial Condition

Statements of Operations

Statements of Cash Flows ,

Statements of Changes in Equity (to include changes in Statutory F unds)
Notes to Financial Statements

a & @ @ @

a2)  Statement of Management Responsibility

s
[
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Statement of representation of the external auditor to the Authority
Disclosure of external audiior’s adverse findings

b.1. To enable timely and appropriate remedial action, the external auditor must report
to the CDA EOs where the cooperative being audited is registered, within thirty
(30) calendar days after discovery, the following cases: : :

5.1.1. Any material ‘ﬁndings involving fraud or

were resolved during the period of audit)#s ] Voo TN
reCOXS SECTION % \
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b.1.2. Asy potential losses the aggregate of which amounts to at Jeast one percent
(1%) of the paid-up share capital; and '

5.1.3. Insufficiency of the cooperative’s asssts to cover claims of creditors.

b.2.  The external auditor shail report directly to the CDA EO where the cooperative
being audited is regzstered within fifteen (15) calendar days after the occurrence of
the following:

b.2.1. Termination or resighation as external auditor, prior to the compietion of
audit engagement, and stating the reason thereof;

b.2.2. Discovery of a maxerxal breach of cooperative laws or these rules and
regulations such as, but not limited to;

b.2.2.1. Net worth fo risk assets ratio; Loans and other risk assets
review and classification using portfolio at risk; and

b.2.2.2. ~Findings on matters of cooperative governance that may
require urgent action by the Authority.

The external auditor shall inform and/or discuss with the management of the
cooperative details of the adverse findings with the corresponding corrective
measures.

o
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SECTION 7. Working Paper Retention

In all cases, accredited external auditor shall maint tain the audit w0rkmg paper for a
minimum period of seven (7) years.

CCTION 8, Acecreditation Fees
A, Initial Filing Fee ' ' ’
For Individual - Two Thousand Pesos (P2, 000.00).

For Partnership or Firm — Five Thousand Pesos (P5, 060.00)

Renewal Fee

g

For Individual - One Thousand Pesos (P1, 000.00).

For Partnership or Firm — Three Thotsemd Pesos (P3, 000. OO)

3

C. Re-gpplication Fee
For Individual - Two Thousand Pesos (P2, 000.00).

For Partnership or Firm — Five Thousand Pesos (PS5, 000.060)

s



’fhe DA shall make a periodic review of the financial statements zmaned by the accredited
iitor and their compliance with the above.

Mon-sompliance with any of the provisions of this circular, rules and regulations issued by

the Authority and the requirements for accreditation shall be a ground for the
revocation/cancellation of his/her accreditation.

after two years.  Provide i:,nat no further re-accreditation shall be gramted afier two (2)

e
PR TS
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In the re-application, the procedures and requirements for renewal shall be observed.

SE E@l’ﬂ 19. Renewal of Awmdma o
. Imterested pazty must file an ar*rowiphshed appbcaﬂon form for renewal (Annex 3 or 4}
directly to ths CDA EO where such CPA/Partnership/Auditing F irm is based attaching thereto ciuly
cert f ed true copies of the followmo documents:
A. For Individual CPA
i PRCID;
mchwd 1a1’s current Cemf cate of Registration with the PRC-BOA;
H4i. Cumrent PTR jssued by the local government;
iv.  Certificate of Membership in Good Standing with his/her PICPA Chapter;
v.  Certificate of Training equivalent to 24 hours of training attended on cooperative
- ypdates and issuances and other related courses provided by CDA/CDA-accr@dited‘
institutions;
vi. Expired Certificate of Accreditation issued by t‘he'CDA;
vii.  Listof éocperaﬁves andited; )
viii.  Sworn statement that the coo?erat‘ive external auditor has engaged in at least one
activity for cooperatives that is free of charge {(e.g. installation of books of accounts,

consultancy, etc) as part of his/her social responsibility; and

ix. Swom statement by the Cooperative External Auditor that he has observed the
conditions prescribed under Sec. 5 of these guidelines.

'Y‘-WYDEV LO‘JMEN?L.@
RECORDS SELTIOGN %

B. For partnership/Firm ‘ . , y
SEC Registration;

v, e
gae—

.  Partnership’s Current Certificate of Registration with the BOA;



i, Business Pemit/Municipai License;

T m case such parter referred to in Section 2.A.2.iv. decides to leave the said
Partnership, another partner associated with it shall comply with Section 2.A.2.iv;

v Certificate of Training equivalent to 24 hour«v of training atterided on cooperative
updates and issuances and other velated courses earomded by the CDA or CDA-
aceredited institutions;

vi,  Expired Certificate of Accreditation issued by the CDA,;
vii.  List of cooperatives audited;
viii.  Sworn statement that the cooperative external auditor has engaged in at least one
activity for cooperatives that is free of charge (e.g. instaliation of books of accounts,

consuitancy, etc) as part of his/her sccial responsibility; and

Sworn staternent that the partership/firm has observed the conditions prescribed
under Section 5 of these guidelines.

o
’y
&

Bection 11, Hffectivity

This Circular shall take effect upon approval by the CDA-BOA and fifteen (15) days after
publication in the Office of National Administmtion Registry (ONAR). -

This 1 *‘cular shall be subieet to review W/o vears after its initial implementation.

Signed this 14" day of Soprembe? 2008 at Quemn City, P}Tzlzppmeﬂ

ChA Board Resobution No. 203, S~2(’09
August ]/’, ’009




(Annex 1)

PRO-FORMA APPLICATION FOR ACCREDITATION
(Tndividual CPA) '

Cooperative Deve

opme*xt Authoﬁty

Bxtension Office

Dear sir/Madam

T

1 have the honor

to appty for Accreditation 25 a Cooperaﬁve External Auditor pursuant o CDA

Merm omnd um Circular - dated

in compliance o the said Memorandum Circular, I am attaching herewith duiy cemﬁed true copies
of the ;miowm g documents:

Professional Regulation Commission Identification Card (PRC ID);.

Valid Certificate of Registration with the Professional Regulation Commission —
Board of Accountancy (PRC-BOA);

Current Professional Tax Receipt (PTR) issuéd by t'ne local government;

Certificate of Membership in Good Standing with the thhppme Institste of
Certified Pubhc Accountants ( (PICPA) Chapter; and

Cemﬁcatc/s of Fompieﬁzon of Tramma equwalent toa mlmmum of 24 hours of
tra:nlng :

Thank you for your favorable consideration.

N e T
Very truly yours,

MName

[=4)
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(Annex 2)

PRO-FORMA APPLICATION FOR ACCREDITATION
‘ (Parinership/Audit Firm) '

Cooperative Development Authority
Extension Office

Dear SirMads:

Our Partnership/Audit Firm has the honor to apply for accreditation as a Cooperative External

Auditor pursnant to CDA Memorandum Circular dated
In compliance to the said Memorandum and in behalf of . {name of firm , 1 am

attaching herewith duly certified true copies of the following documents:
a. EBEC Regi_Stmﬁbn; _
b. . Partnership’s Current Certificate of Registraﬁoﬁ with the BOA;
¢. Business PermiWIuni.cipai License;

d. Certificate of Membership in Good Standing with PICPA chapter of at least one (1}
partaer; and ‘ '

e. {ertification that at feast one (1) partner complied with the required training as
prescribed in Section 2.A.1.v for the Individual CPAs, duly supported by certified
true copies of certificates of completion or attendance.

Thank you for your favorable consideration.

Very truly youss,

Authorized Representative
of Partnership/Audit Firm

b S bl .
PAYT I i 6



{Annex 3)

-FORMIA APPLICATION FOR RENEWAL OF ACCREDITATION
- (Individual CPA)

Cooperative Development Authority
Extension Office

I have the honor to apply for accreditation as a Cooperative External Auditor pursuant to CDA
Memomndum Circular dated

in mmgﬂance o the S’ud Memox‘andum, I am attaching herewith duly certified true copies of the
following docurrzents '

& Professional Regdatlon Commmsmn (PRC) D;
o Individual’s < _currem: Certificate of Registration with the PRC-BOA,;
o Current PTR iss ued bv the xocaiﬂ government;

o - Certificate of Membership in Good ‘Sftanding with PICPA Chap‘ter; |

ﬂﬁmceﬁe of Training equivalent to 24 hours of training aftended on cooperative updates
and issuances and other related courses provided by CDA/CDA-accredited institutions;

e Expired Certificate of Accreditation issued by the CDA;

&

List of cooperatives audited;

» - Sworn statement that the cooper: ative external auditor has engaged in at least one activity
for cooperatives that is free of charge (e.g. installation of books of accounts, consultancy,
ete) as part of hla/he?' social responsibility; and

o Sworn statement by the Cooperaiwe External Auditor that he has omewed the conditions

rescribed under Sec. 5 of these guidelines;

=1

Thank you for your favorable consideration.

Yery truly yours,

MName

10
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({Annex 4)

PRO-FORMA APPLICATION ¥ @R RENEWAL OF ACCREDITATION
(Partnership/Audit Firm)

Coonerative Dnveiormen‘i Authority
_EBxtension Office

Dear SivyMadam

Our Partnership/Audit Firm has the honor to apply for accreditation as a Cooperative External
Auditor pursuant to CDA Memcrandum Circular dated. '

In compliance fo the said Memorandum and in behalf of our firm, I am attac‘lmg herewith duly
certified true copies of the following documents:

= BEC .Rfegis’cration;

= Partnership’s Current Certificate of Registration with the BOA;

E

Business Permit/Municipal License;

s Certificate of Membership in Good Standing with PICPA chapter of at least one (1)
partner; o

w Certificate of Training equivalent to 24 hours of training attended on cooperative
updates and issuances and other related courses provided by the CDA or C A
5ECTS dited institutions; . :

i

Expired Certificate of Accreditation issued by the CDA;

= Listof coaperaﬁifes- audited;

= Sworn statement that the cooperative external auditor has engaged in at least one
activity for cooperatives that is free of charge (e.g. installation of books of accounts,

conSuh‘ancy, etc) as part of his/her social responsibility; and

= Sworn statement that the partnership/firm has obeewed the condmons pfescrlbed
under Section 5 of these guidelines.

r
i

hank you for vour favorable consideration.

Yery truly yours,

Authorized Representative
of Partnership/ J%,Ldﬂ_ Firm

S,

11
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INDEPENDENT AUDITOR’S REPORT -

TO THE BOARD OF DIRECTORS
ABC DEVELOPMENT COOPERATIVE
XXX TOWM, PROVINCE

We have audited the accompanying financial statements of ABC DEVELOPMENT COOPERATIVE , which
comprise the statements of financial condition as at December 2 1, 2008 and 2007, and the statements of operations,
stavements of changes in equity and statements of cash flows for the years then ended, and a summary of significant
accounting policies and other explanatory notes. :

Management is responsible for the preparation and fair presentation of these financial statements in accordance with.

- Financial Reporting Standards applicable to Cooperatives in the Philippines, taking into consideration Cooperative

laws, principles and practices. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of financial statements that are free from material
misstatements, whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. ' : ‘

ur responsibility is to express an opinion on these financial statements based on our audit. We conducted our andit
in accordance with Philippine Standards on Auditing. Those standards reguire that we comply with ethical
requirements and plan and perform the audit {0 Sbtain reasonable assurance whether the financial statements are free
from aterial misstatements, ‘

An audit invoives performing procedures to obtain audit evidence about the amownts and disclosures in the financial
staiements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk dssessments;
the auditor considers internal control relevant o the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of

.expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have

v
[ning

obtained is sufficient and appropriate to provide a basis for our audit opinion.

In_our opinion, the financial statements- present fairly, in all material fespects, the financial position of ABC
DEV ELQ?MENT_ COOPERATIVE as of December 31, 2008 and 2007, and of its financial performance, changes
in equity, and iis cash flows for the years then ended in accordance with Financial Reporting Standards applicable to

Cooperatives in the Philippines, taking into consideration Cooperative laws, principles and practices.

XK NAME OF CPA

CPA No. xoooo

TN Wo. 100-000-000-000 .

PTR No. 5804458, January 03, 2007, town, province ' I W.‘N':VELO”MEN;{; S
BOA Reg. No. 0000 dated 00 Month200x : A ¢

gﬁ‘ RECIMRDS SECTION ¢

CDA Reg. No, IV-02 R A i “
BIR AN §9-6000090-1-2005 (March 1, 2005 to 2008) ‘ « % CERT H{I D TRUE COFPY: 1
SEC Accreditation No. 0000-A (March 1, 2007 to 2010} & av: L h ~
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No. 6 STREET, TOWN, PRCWMCE » Telefax No. {046) 600-006




ABC ?D 3 EL@PWENT COOFERATIVE

BETATEMENTS OF CASH FLOWS
For the vears ended December 31, 2009 and 2@%
{Amonnts in ¥ hﬂmpam Pesos)

Motes : 2088 : 2607
CABH FLOWS FRDI\/' OPERATING ACTIVITIES
et Surplu@ {Loss)
Adiusiments to reconcile net surphzs to net cash
provided by operating actwmes o
Depreciation . 19,289,844
L.oss on Impairment : - -19,26,44
Provision for Cooperative Guaranies Fund 44,46
" Change in assets and liabilities
Decrease {Increase) in:
Loans and Receivables ~ - =~ 11
Inventory ' iz
Biological Assets - i2
Cther Current Assets o 14
Increase {Decreaseyin: ~
“Deposit Liabilities 24
Trade, Non-Trade and other payables = 25
Due to Union/Federation 26
Interest on Share Capital Payable = . 2T
Patronage Refund Payable - 28
: Other Currest Liabilities 29
Met cash provided by (used in) oper'mnfr activities. . - -
CASE FLOWS rROM INVESTING ACTWITYE&
Wet Additions fo Investments .-
Acguisition of Property and uquipmen‘z : 20
Decrease(lncrease) in Intangible Assets 21
Decrease(Increass) in Other Non-current Assets 23
Wet cash provided by (used in) investing activitles - -
CASHFLCWS FROM FINANCING ACTIVITIES
Decrease ( Increase) in other Funds and Deposits 22
Net Proceeds from issuance of share capital - 38
Proeseds from donations and grants 38
Increase( decrease) in treasury shares 36
Increase ( Decrease) in Won-current Liabilities ‘
Change in statutory funds 39

Net cash provided by (used in) financing activities . S - -

NET INCREASE (DECREASE) IN CASH _ -
ADD: CASH AND CASH EQUIVALENTS, JANUARY 1

CASH AND CASH EQUIVALENTS, DECEMBER 33 - -

See gccompanying notes to financial statements.

NOTE: PLEASE ALWAYS CROSS REFER TO THE APPLICABLE NOTES

7 RECURDS SECTION -@t
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S BC DEVELOPMENT COCPERATIVE
svx Town, Province

BTATEMENTS OF FKN:ANCiAL COMDITION
Az of December 31, 2009 and 2008
{Amounts in Philippine Pesos)

2008

MNotes 2009
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5
Investment at Fair Value Through Profit and Lo 6
Financial Assets Held to Maturity &
Financial Assets Availabie for Sale 8
Unquoted Debt Securities Classified as Loans 9
Investment in Non Marketable Bquity Securities 18
Loans and Receivables 14
Inventory 1z
Biological Assets 13
Other Corrent Assets 14
Total Current Assets - -
MON-CURRENT ASBETS

Financial Assets Available for Sale 15
Financlal Assets Held to Maturity 16
Unquoted Debt Securities Classified as Loans 17
Investment in Non Marketable Equity Securities 18
Investment Property ; ‘ 19
Property and Equipment. ‘ pit]
Intangible Assets. 21
Other Funds and Deposiis 22

~ Other Non-Current Assets 23

Total Non-currenit Assets

,, y

TOTAL ASSETS - -
LIABILITIES AND EQUITY
LIABILITIES .
Current Liabilities
Depostt Liabilities 24
Trade, Non-Trade and other payables 25
Dueto Union/Federation 26
Interest on Share Capital Payable 45
Patronage Refund Payable 45
Other Current Liabilities 27
‘Total Current Liabilities - -
MNon-current Liabilities
Loans Payable 28
Bonds Payable .29
Revolving Capital Payable 36
" Retirement Fund Payable 31
Finance Lease Payable 32
Other Non~Current Liabilities 33
Total Non-current Liabilities - -
TOTAL LIABILITIES - -
TQUITY Vil
Share Capital - f
Depostts on Future Share Capital Subscriptions 34
Donations/Grants 35
Statutory Fund 36
Unrealized Gains/Losses 37
TOTAL BQUITY - -

TOTAL LIABILITIES AND EQUITY

ez accompenying notes to financial siqtenments.

WOTE: PLEASE ALWAYS CROSS REFER TO THR APPLICART F NOTRS

Rr .(:«;uus SECTION
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BC DEVE LOPMENT COOPERATIVE

HXX 0‘-\/?’, Frovines

P T.& OF CBANGES IN EQUITY
: : ennded December 31, 2002 amﬁ @008
Philippine Pesos)

MNotes

2003 2008

SHARE CAPITAL - COMMON
Authorized 500,000 shares at Php 50.00 par value
Beginning Balance
Add Additional Capital

Less Withdrawal in Capital

Tota! Share Capital

SHARE CAPITAL - PREFERRED
Al Ltrmved 500 000 shares at Phn 50.00 par value
Beginning Balance

Add Additional Capital

Less Withdrawal in Capital

Totul Share Capital .

"“REA& URY N,HA RES

Beginning Balance
Additions

Deductions

Totzi Share Capital

DEPOSITS FOR SHARE CAPMAL SUBSCRIP MON
Beginning Balance
Add {less)

34

Totzl Depaosits for Share Capx‘tai Subseription

”GNA”“@)N@/ GRANTS
Beginning Balance
Add {Lessy:
Receipts
Dreduetions

j
R

~ Ending Balanece .

Beginning Balance

Add {Less):
Provisions
Deductions

- 36,45

Ending Balance

EDUC A’H O AND TRAINING FUND
Beginning Balance
Add {Less):
Provisions
Deductions

\

36,45

Ending Balance

<4%
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COMMUNITY DEVELOPMENT FUND 36,45
inning Balance )
id {Lessy
Provisions
Deductions

Ending Balance , ‘ - . -

=l

DPTIOMAL FUND ‘ 36,45
eginning Balance
Agdd (Less):

Provisions

Deductions

Ending Balance ; ' - -

TOTAL STATUTORY FUNDS v - - -

UNREALIZED GAINS/LOSSES -7
Beginning Balance ' ‘.
Add {Less):

Provisions
Deductions .
Ending Balance . ) - -
TOTAL BOQUITY - -

Fee accompanying notes.fo financial statemends.

NOTE: PLEASE ALWAYS CROSS REFER TO THE APPLICABLE NOTES
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; ! 1518 BREAXKDOWN OF NON-CURRENT FINANCIAL ASSETS-

13 INVESTMENT PROPERTY

This account consists of the following:

Land Boiiding  TOTAL

At Decentber 21, 2009

Cpening Met Book Value

Additions

Reclassification to Investment Property

Write-off diue o Impairment :

Charged to Stattory Fund

Aceumulated Depreciation of Reclassified

0 Investment Property

Accurmmiated Depreciation of write-off

duie 1o impairment

Depreciation for the year .
Closing Met Book Value - - . -

Land Building TOTAL

Year Eaded Desember 31, 2009

Cost
Accumulated Depreciation
MNet Beok Value ! ) - e -

Land Building TOTAL

At December 31, 2008

Opening Net Book Value
Additions
Reclassification/Transfer/Disposal
Charged (o Statutory fund
Depreciation for the year

Closing Net Book Valne - - -

Year Ended Deécembér 31, 2008

Cost
Accumulated Depreciation

- et Book Value . o - -

Managerziéﬁt considers these amounts the fair values of the said investment prdpcrt).r. o
24, PROPERTY AND EGUIPRIENT

This account consists of the following:

: Difice
Leasehold Office Furnitars & o
Land Improvements Building  Equipment Fixtures TOTAL

At Deeerbiar 31, 2509

Opening Net Book Value

Additiens o
Reclassification to Investment Property
Write-off due to hrpaitment

Charged t¢ Statutory Fund

Accumulsted Depreciation of Reclassified ' /
01 e TR ) - Y, REC
o Investitent Property . ] j b?
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Accumulaied Dapreciation of write-off
due to impeizment
. Depreciation for the year

Closing Met Book Value - - - - . -

S Dittice
ceoo o Tensehold : Office Furniture &
Lamd Improvements Bullding Eguipment Fiztures . FOTAL

¢ December 31, 2009

Accumuiated Depreciation

Net Book Value - - - I - -

Office
Lenschold Office Furniture &

" Land  Improvements Bufiding  Equipment Fixtures TOTAL
At December 3%, 2008

QOpening Net Book Value
Additions '
Reclassification/Transfer/Disposal
Charged to Statutory fund
Diepreciation for the year

Closing et Bock Value 2 - C . - - - : -

Veor Ended December 31, 2068

Cost
Accumuiated Depreciation

Net Book Valme - - - ‘ - - v -

2%, INTANGIBLE ASSETS

This accowst consists of the following:

Notes 2009 2008

Total Intangible Assets . - -

The carrying valuss of these assets are believed to be a reasonable approximation of their fair valnes.
2. OTHER FUNDS AND DEPOSITS

This account cousists of the following:

» Notes | 2808 2008

" Total Other Funds and Deposiis . e : i

. The carrying vaines of these asseis are believed to be a reasonable approximation of their fair values
73. OTHER NOW-CURRENT ASSETS

This account consists of the following:

_Motes 2069 2008
Cooperative Development Costs - -
Compuierization Costs i -
Totdl Other Non-Caorrent Assels i - -

The carrying vaiues of these assets are believed to be a reascnable approxirhation of their fair values

5



. This account consists of the following:

2009 2008
Total Denasit Liabilites - -
These dﬁpc;e:i‘t- ﬁabﬁiﬁés earn integ%g at___% perammm
25, ‘ TLRA.DE, N@N—TRADE AND OTHER PAYABLES B
Tms accgurt cons%sts of the following:
2@9 2008

Total Trade, non-trade and other pavables

The fair vatues of irade and other payables have not begn disclosed gs, due to their short duration, management
comsiders the carrying amounts recognized in the balance sheet to be a reasonable approximation of their fair values.

26, DUETC UMION/FEDERATION

This account consists of the following:

2809 2068

Tetal Due o Union/ Federation - =
27, OTHER CUZRENT LIABILITIES |
This account consists of the fo_llowing:
2662 2008

Total Other Current Liabilities

The fair vatucs of other current labilities have not been disclosed as, due to their short duration, management considers the

carrying amounts recognized in the balance sheet to be a reasonable approximation of their fair values,

8. LOANS PAYABLE

This account sousists of the following:




Total Leuns ?my&b%é

The loans payable represents (Secured and/or Unsecured) loans fmm

The loans bear annwal interest rate offor ranging from
19, BONDS PAYABLE

This account consists of the following:

1809

2008

Tetal Bonds }E’&yabﬁe

Bonds payable bear annwal imerest of / ranging from

| 36. REVOLYVING CAPITAL PAVABLE

This account consisis of the following:

2089

2008

Tumi Revoiving Cﬂmﬂ‘ml Payable -

Revolvmg Capital Payable bears avmual interest of_ %,
3i. RETIRE ‘,HL’EW FUND PA‘E{AELp

This acconnt consists of the following:

2009

2008

tirement Fond Pavable

* Refirement Fund Payable consists of Fuondsplacedet _ at
32. FINANCE LEASE PAYABLE

This account consists of the following:

% interest per annum.

2000

2008

Total Finanee Lease Pavable

33. OTHER NON-CURRENT LIABILITIES

* This account consists of the following:

2085

2898
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- Total Othzr Nen-current Liabilitics

34, DEPOSITS ON FUTURE SHARE SUBSCRIFTIONS

This accoumt consists of the following:

2809 2008

35, DONATICNS/GHANTS

- This acconunt consists of the following:

2009 3008

Total Donationy/ Grants

36. STATUTORY FUNDS

This account consists of the following:

2009 2008

. Reserve Tund
Educatice and Training Fund - Local
Comumnity Development Fund
QOptional Fund L

- Fotal Statatory Fands -

37, UNREALIFED GAINS/LOSSES

This account consists of the following:

2869 2088

Total Unrealized Gainsfl osses

38, INCOME FROM CREDIT CPERATIONS

2009 1068

REVENUES

LESS: DIRECT COSTS

JNCOME FROM CREDIT OPERAIIONS

h " DEVELO PyERS
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58,

MNCOME FROM CONSUMER STORE OPERATIONS

2508

2008

SALES.

LESS: COST OF SALES
Beginning Inventory
Add: Purchases

Totzl Goods Available for Sale
Less: Ending Inventory

Total Cost of Sales

CGROSS PROFIT

LESS: OPERATING EXPENSES
Store and Office Supplies
Miscellaneous

Total Operating Expenses

- OPERATING INCOME

ADD: OTHER INCOME
Intercst on bank deposits
Misceilaneons Income

Totai Other Income

MCOME (LOSS) FROM C@NSUMER STORE
OPERATIONS

46, INCOME FROM SERVICE OPERATIONS

41,

2069

2008

REVENUES

| LESS: DEECT COSTS

INCOME FROM SERVICE OPERATIONS

NCOME FROM PRODUCTION OFERATIONS

2009

2008

REVENUES

LESS: DIFECT COSTS

KNC@"V{“ FROB PRODUCTI@N CPERATIONS

42, MMCOME FROM MAEKETWG OPERATIONS

2462

2088

REVENUES

> vmom%
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LESS: DIRECT COSTS

INCOME FROM MARKETING OPERATIONS

OT&.J“ IHCOME

This account consists of the following:

25609 2008
Y ﬁ’smﬂ Qiber meme : ] B " : - .-
44 EXPENSES
This account consists of the following:
2009 2008

Selaries and Wages
Stuff Benefits and Allowances
555, Phitheath and EC. Con’*nbuﬁons
Representation
Inanrmca
Printing and Office Supplies
General Assembly
Meetings and Conferences
Seminar
Cificer's Honorarivm and Allowances
Repairs and Maintenance '
~ Takes and Licenses
Promotion and Publicity
Donatiens and Cestributions
Professional Fees
Communication
Lizhit, Power and Water
_Social Setvice
Periodical and Magazines 'Su'bscriptions
Gasotine and Transportation e .
Depreciation - Property and Eqmpment - Lo 20
Depreciation - Investment Property ,' 18
Affiliation Fees ~ = - e
General Support
Merabers' Benefit
* Litigation Expenses
Bank Charges
Loss on Impairment of Building Impmvements
Pravision for Probable Losses

Retirement Benefit Expense o ' ' 47
Provision for Cooperative Guarantee Fund 46
- MisceHaneous : '

TOTAL FXPENSES : . e ‘ . -




a. Reserve Fund - percent {__} shall be set aside for the reserve fund. The
reserve fuad shall be used for the stability of the cooperative and to meet net losses i less than 5 years, not
its operations. ' :

under this subscription may be spent by the cooperative for education and training
and other purposes; while the other half shall be crediied to the Cooperative
education and training fiund of the apex organization of which the ccoperative is

’I\TOTE:E: DEPRECIATION IS ALLOCATED BETWEEN DIRECT COST AND EXPENSES, PROVIDE EREAKDOWN
45, ALLOCATION AND DISTRIBUTION OF NET SURPLUS:

&'s constitution and by-laws explicitly provides that its net surplus at
the end of the fiscal year shall be distributed in the following mamner;

not less than 10%, if

less than 50%

©. Education and Training Fund - ___ percent () for the education and {raining S%-Education and

fund. . Fieif of the amount transferred to the education and training fund 2 aonually - Traning find, 5% Due

to Uniot/Federation

C. Conuxonity Development Fund - This is Computed at __ % of cooperative’s net (not exceeding 3%)
surplus THis is used for projects or activities that will benefit the community where
the cooperative operates

d. Options Fund - This is coniputed st % of the cooperative’s met surplos. . (not exceeding 7%)

- Imterest on Share Capital and Peronsge Refands - After deduction of the statutory
accounts, any remaining net surplus shall be distributed to the cooperative's members
i the form of interest not to exceed the normal rate of return on investments and
patronage refimds. Interest om Fixed Deposits shall be allocated in proportion to
the indivicual members' average share monthly, while patronage refund 15 divided
aceording to theirindividaal patronage; t.e., volume of loans availed, ’

46, C@B?EKA'ETW’E GUARANTEE FUND

Under the CDA. Articles of Cooperation No. 4 Section 4, the Cooperative Guarantee
Fund shall be at least _ % of the gross income of the cooperative and shall
be set aside to constitute the Cooperative Guarantee Fund which shall. be a
social fund for the purpose of ‘gumteeing the realizaiforn of the objectives of the
Cooperative, payment of common services and facilities for the benefit of the -
members, and for the fnvestment in other cooperative, -

0T REQURDY SECTION ¢
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47. EMPLOYEE BENEFITS

2. Retirement Benef" ts

Republic Act (RA) Ne. 7641 {(New Retirement Law) tock effect on January 7, 1993. Under the new law,the

Looperative is required 1o provide minimum retirement benefits to qualified retiring employees. This amount
was set up by the Cooperative n compliance with such law.

{DES’CLOSE NATUREWOF RE’ITRMVIET\IT FUNDY
. Other Empioyee Benefits

{(Disclose different types of employee benefiis)

48. EI‘UEREASE IN CAPITAL STOCK

Increase in capital stock from shares to shares was approved by the Cooperative
Bevelopment Awthorityon -~ -

ELATED PARTY TRANSACTIONS

T

were no related party transaction made by the Cooperative for the yearv ending December 31, 2009 and ‘
{4

1
“
E™

0

&b

{Hightights Dxmctm‘&/@ﬁlcers/staﬂ' foans if ffxceeémg ceiling as of date-amount of ceiling state comp}mce'
w th regulation) B

YENTS AFTER BALAN CE SHEET BATE

_Thers were no events after balance sheet date that wouia require & dxsclasure or adiustment on the financial

simterments of the Compary.

{Indicate distribution of dividends}

B, CORR

. COMPAITMENTS AND C@NTH\IGENC

here were no significant commitments and contingencies involving the Company as of Balance Sheet date.

Ji. CAFITAL MANAGEMENT OBIECTIVES, POLICIES AND PROCEDURES

The Cooperative’s capital nanagement oojectz ves are to ensure the Cooperative’s ability to continue as a going

concern and 1o provide an adequate return to sharehiolders by pricing ymducts and services commensurate with
the level of risk.

x
PR
4

DISCLOSE S’IRATEGIES TO manage coopemtwe capxtal

e Cooperative momtors capital on the basis of fhe carrying amount of ecmity as presented on the face of the
a?an ce sheets. Capital for the reportmg periods under review is summarized as follows:

2009 . 2608
Total liabilities
Total equity .
Jeni-to-equity ratio iz i:xx

o E“’ELOZWE1 ~
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&Bﬁ, DEVELOPMENT COOPERATIVE
rzx Town, Province

NOTES TO FINAN CIAL STATEMENTS
As of Deceraber 31,20
{Amounts i Philippine Pesos)

1. GENERAL W@RMATE@N .

dﬂ;f‘ ABC J“?‘VFLOPMEW COOPERATIVE (referrad hereinafier as "Coomeratwe") ‘was registered as a cceper’ntwe
rsuant to” RA 9570 for the purpose of encouraging thrift and granting loans to members for productive, educational
and providential purpose, providing goods and services and other requiretoents of the members, among others.. The
Coopérative- adopted its current name as per amended articles of cooperation as well as by-laws during the
(‘ﬁowemtm, s Gemeral Assembly held Iast »20___. Xis former name is ABC Credit Cooperative, Inc..

The Cooperative's hew name was granted the CDA Registration No. LGA-XIC{X last - . Under the RA 9520,
the cooperative is exempt from payment of income and sales taxes, provided that a substantlai pomon of its net -
income is returned to members m the form of inferest and or paironage refinds. _

'ADEY. Cooperative Identlﬁcatxon No.
premuve was issued a Certificaie of Good Standing on_ .

The area of operation of this cooperative includes and its principal office is located at
Town, Provioce. C

Y

bese financ ial statements of the cooperatzve for the year °nc€ed Hecember 31, .’Z% wers authorized for issue by the
Eaaﬂ of Drirectors oo oo, 200x

Z. .. SUMMARY OF SIGNMCANT A@C@Wﬂ%& ?POL}{CEES

To facilitate the understanding of the financial statements, the mors mgmﬁcant accountmg pchcxes and pmcuces of the
Poaparatwr: 2re summarxzed as follows: -

Basic of Proparation/Partink Adoption of Vew!ﬂevmed %mppme Accounting Sﬁmdmds

The financial statements have been prepared in confomnty with Financial Repomng Standards apphcabie to the Philippine
cdoperatives ‘

PAS1 Prefentauon of Financial Staternents. v '

PASE% - - Accounting Policies, Change in Accounting Esmmates and Ermrs
PAS 16 - - Eventsafter Balance Sheet Date:

PAS 6 - Property, Plant and Eqmpment

PAS1? - Employee Benefits

PASZ2% - The Effects of Changes in Forezgn Exhange Rates
PAB 24 - Related Party Transactions

- PAS36 - _Impairment of Assets ,
PAS 4T - Agricolhme if producers and agriculture type of coop
PAS2 - Inventories z : -
PAS7 - Cash flow Statements
PAE 18 - Revenue

,”' u;«" i (/
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38 - Intangible Asseis
5% - Financial Instruments.  for credit coops
4% - Investment Property

- Presentation of Financial Statements

Provides framework of financial statements presentation. I requires more specific balance sheet line items (tax liabilities,
provisions, pon-current interest bearing debt, among others; financial statements must be comparative; and, has a number
of mew disclosiie reguirements. The standard glsc reguires presentation of comparative information.

PASS - Accounting Policies, Chaanges in Accounting Estimates and Errers

The standard is applied in selecting and applying accoumting policies, avd accounting for changss in accownting
pelicies, changes in accounting estimates and correction of prior period errors.

PASID ~ Dvents After Balance Sheet Date
The standard is applied in the accounting for, and disclosure of events after balance sheet date.

P ¥

%~ Property, Plant and Dquipment -

g

[£2}

A4

PAS 16 {a) provides additional guidance and clarification on recognition and measurement of property, plant and
squipment; rsquires capitalization of the costs of asset dismantling, removal or restoration; and requires measurement of
an item of property and equipment acquired in exchange for a non-monetary asset or a combination of monetary and
nonmonetary agsets at fair value, unfess the exchange transaction lacks commercial substance. The standard also provides
guidelines for Jerecognition {e.g., disposal). " -

PAS 19148 1% - Employee Benefits .

Prescrives the sccounting and disclosure for smployse benefits, including short-term benefits (wages, annual leave, sick
leave, apmual profit-sharing bonuses, and non-mouetary benefits); pensions, post-employment life insurasce and
medical bene
sharing and bommses, and equity compensation); -

[£23

P A

21/IA8 31 - The Effects of Changes in Foreign Exhange Rates

Provides cerisin restrictions in allowing the capitalization of foreign exchange differentials. Under prevailing

circumstances, the adoption will not have a material effect on the Company's financial position, results of operations and
cesh flows in vear - : ’

PAS 24 - Related Party Transactions

Thwis standard applies im: (a) idemtifying related party relationships  irausactions; (by identifying outstanding

‘balances between an entity and its related parties; identifying the circumstances in which disclosures to be made about
these Hems. : ' '

PAS36 - Impairmestof Assets

@ RECORDS SECTION <
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other long-term employee benefits (long-service lease, disability, deferred compensation, long-term profit .



This standard applies i in ar‘ceummw for ﬁle impairment of assets other than thoss covered by separate standards.

PAS 41 - Agriculture

Prezcribes the ccountmg treatment financial presentation and disciosures for (far producers coop)

Preseribes the sccounting ireatment for mvenﬁ:anes
PAS T - Cash Mlow Statements

Prescribes the provision of information about the historical changes in cash and cash equivalents of an entity by means of
& cash flow S?Tfi‘meﬂ‘L which ciassxﬁas cash flows durmw the pcmod from operating, investing and finaucing activitics.

Prescribes ﬁzéawcmntimgtreaﬁment for revenme arising from certain types of transaction and events.

.

PAS 38 - Intangible Assets

s

Prescribes the zocounting treatment for Intangible Assets not dealt with specifically in another Standard.
PAS 32, , 36 - Financial Instruments

Prescribes the accourding ’treatment, presemtation and disclosure requirements for {for credit coops)

Financial Instruments.
PAS 48 - Investment Property
Prescribes the accounting treatment and disclosure requirements for Investment Property

Management's Use of § mdgemem's_ and Esthmates

The, ﬁnaﬂcml siatements are prepared in conformity with the above~menﬁoned accounting prmcxpies accepted in the

' Philippines which requires management to make estimates and assumptions that affect the amounts reported in the

financial statements and accompanying notes. Those estimates and assumptions used in the financial staternents are based
on management's evaluation of relevant facts and circumstances 2s of date of the financial statements. Actual results couid
differ from such estimates.

The key ‘es-tim:fztes/assﬁmpﬁons concerning the future that have a significant risk of causing 2 material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:

Estimated Useful Lives -
The useful ifk of each of the Cooperative's property or equipment is estimated based on the period over which

Azset Impairment




5 requires that an impairment review be performed when certain impairment indicators are present. Determining the
value of property and equipment, which require the determination of future cash flows expected to be generated from the

continued use and ultimate disposition of such assets, Tequires to Cooperative 1o make estimate and assumptions that can
materiaily affect iis statement of assets, liabilities and stockholders’ equity, Futurs events conld canse the Cooperative to

»

Functions resentation Cnmrrency

Trems included in the Cooperative’s financial statements are measured using the currency of the primary econemic
environment in which the entity operates (the "fumctional currency”). The fimancial statements are presented in
Philipping Feso, whick is the Cooperative's fimctional and presentation currency. '

Revenues Recegaition

Revenue ig rocognized when i is probable that the economic benefiis associated with the transaction will flow
to the Cooperative and the amount of revenue can be  measured reliably. Revenues from transactions of the Cooperative
are recognized om 2 modified acorual basis. '

If yon are using the above do not use PAS 18, use only PAS 18 if you use full acernal. .
Cach and Crelr Eguivalents

Cash includes cash on bhand and in banks. Cash squivalaﬁts are short-term, highly liquid investments that are
readily convertible to koown -amonnts of cash and with originel maturities of three months or less and that are
subject to an insignificant risk of change n value. '

Tinancial Assels

o]

Receivables

Receivables, if any, are valued at face value, net of allowance for doubtful accomnts and any anticipated adjustments
that will reduce the amount fo #s estiimated realizable vale. The alfowance for doubtful accounts is determined -
after a study of the estimated collectibility of the receivable balances and evaluation of such factors as aging of the
accounts, collection expense” of the Coopertive in refation to the particular receivable, past and expected loss

“experiences znd identified doubtful accounts.

(Mote: ¥ coop has more types of financial assets, use disclosures as stated in sepmfer sheets in this file)

Inventories

Tventories dre assets which are held for sale in the ordinary course of business, in the procsss of production for such sale
or in the form of materials or supplies to be consumed in the production process or in the rendering of services. Inventories
are vatued =t the lower of cost and net realizable value. ' ‘ : ‘

(Note: if producers and agricultural type, uss PAS 41 as reference (agriculturs)

Property aud Bguipment




" Property and Eguipment are camied at  ocost less accumulated deprecistion and impafment in value.
Depreciation is computed using the straight-line method over the estimated useful Yves of the propertdes.

Land Irmprovements R {enumerate types of fixed
Building - assets and estimated useful
Building Improvements N , ©o. hfe)

Office Bonipment

tion Equiproent
e Bquipment

ities include bank Joans, trade and other payables, as well as Interest on Share Capital and Patronags

Financial Habi

Re

%md Payable 1o the cooperative’s members. These are recognized when the Cooperative becomes a party 10 the
comtractual asvsoments of the instroment. Al imterest related charges are recognized as an expense i the Statement of
Ogperations under the caption Finance Costs. B

3 v lities are derecognized from the balance shest only when the ohiligations are extinguished either through
discharge, canceliation or expiration. ‘ : :

Tropsirment of Assets

The carrying amounts of the Cooperative’s non-cutrent assels are reviewed af each balance sheet date to determine
whether there is any indication of impairment. If amy such indication exists, the assel's recoversble amount is

An Impeirment loss is recognized whenever the carrying zmouvmt of an asset or its -cash-generating unit exceeds. its
recoverable zmount. , '

.

Coate and Bxpenses .

Costs and expenses, not directly atiributable to capitalizable assets or projects, are recognized and charged to operations as
fcurred.

g

Arcounting Estiveates

The preparation of financial statements in accordance with accounting principles generally aceepted m the Philippines
requires the Uooperative to make estimates and assumptions that affect the reported amounts on income, expenses,
resources, Habiliies and disclosure of conmtingent resources and tiabilities. Actual results conld differ from those’

a4

estimates. - -

ACCOUNTS PECULIAR TO COOPERATIVES

ey o

The following accounts are peculiar to 2 Cooperative dne to its nature as well as adherenee to Cooperative

taws, issued policies, rules and regulations, as well as coope ive principles and practices:

. ‘ Ry . ok
. ‘ CER’I‘IEL'.D\ TR




Cash in Cooperative Federation - refers o money deposited in federations which are wrestriced and readily
svailable when needed. These are treated as cash and other cash sguivalents.

Thue from Accountable Officers and Employess - refers to total collectibles from shortages and other losses due from
accountable officers and employees that are subject to inmediate settlement/sanction. These are recognized at cost,
tess atlowance for impairment, if any.

#ve Development Cost - refers fo expenses incwrred prior fo the actual operations of the cooperative. These
aized at cost, subject to amortization for & period not exceeding 3 years o '

Other Funds and Deposits - refers to funds set aside for funding. of reserves { Statutory and Other Reserves) ‘
establigher by the cooperative such as Retirement, Matusl Benefit and other Funds. This is recorded at cost. -

Interest o Share Capital Pavable - refers to lability of the ¢ooperative 4o s members for interest on share capital,
which ca be determined only at the end of every fiscal year '

Patronage Refimd Payable - is the Hability of the cooperative its members and patrons for patronage refund,
 which can be determined only at the end of every Hscal year. :

Due to Union/Federation { CETF) - is an smount set aside for the education and training fund of an apex
organizetion, whick is 50% of the amount alfocated, by the coopertive in accordance with the provision of the
cooperative's by-laws and the cooperative code. The apex orgenization may gither be 2 federation or union of which
the cooperative is a member. '

Revolving Capital Payable - is the deferred payment of interest on share capital and patronage refimd whose
payment has been witheld, which should be agreed upon in the General Assembly.

Project Subsidy Fund Payable - Unused portion of the donation/grant for training, salaries & wagss, t0.

Mutual Benefit and Other Funds Payabils - are funds for special purposes such as members' welfare & benefits, i.e.
- Ioan protection, hespitafization, death, scholarship assistance, efc. including KBGF/CGF, provision for accidents not
ke Frovy net surphus, -

" Donations/ Grants - are amounts received by the cooperative as awards, subsidies, grants, aids and others. This shall
not be available for distribution as interest on share capital and patronage refand, and shall form part of the
members’ squity of the Statement of Financial Condition '

Statutory Funds - are Mandatory funds established/set up in accordance with Articles 86 and 87 of the Cooperative - -
Code. They are as follows: ' ’ ‘ .




"7‘

o : Reserve Fund - amounts set aside amuany for the stebility of the cocperative and to meet net losses in s
Ao operations. It is equivalent to it least 10% of the net surplus. A cor'espen&mg fimd should be set up either
: in the form of time deposit with locat banks or government securities. Omly the amount in excess of the paid
w share capital may be used for the expansion and authorized investment of the cooperative as provided

for in iis by-laws.

Education and Training Fund - an amount retained by the cooperative out of the mandatory aliccation 2s
stipulated i the cooperative’s by-laws

Corpmunity Development Fund - This is Computed at _ % of cooperative’s net surplus This is used for
nojests or activities that will benefit the community where the cooperative operates

Optional Fund - fimd set aside from. ﬁla net surpius { sﬁwid not exceed w%) for fumre use such as fand’
and bm}dmg, f'cmmumtv develoymemﬁ, ete.

EEEFEMSES

Creneral Assembly Meeting - expenses ingurred in the sonduct of regular/special general asserbly

Members' Benefit - all expenses incurred for the benefit of the members

Affiliation Fee - Amount incurred to cover membership or regisiration fees and annual dues to' 2 federation
or union '

Soptal and Community Service - expenses fnourred by the cooperative in its social comumunity mvelvement
“including solicitations and donations to charitable nstitwtions

Provision for CGF ( XBGF) - amount set up for the provisions of CGF ( KBGEF)

Provision for Members' Futre Benefits - amount set up for future benefit of members, such as pension of
mentbers, etc. not taken from Net Surplus

THER ITEBS

Project Su J&ld‘y refers to the amount deducted from Pm}em subsidy fund ‘o subsidize project expenses. This shall
appear in the statement of operation as 2 contm acpount to Subsidized Project Expenses -

Donation and Grant Subsidy - refers to an armowmt - deducted from Don:mons and Granfs accoumt 1o subsidize
depreciztion funded by donations and grants.

Opiional bmd Subsidy - refers to an amount deducted fom Opﬁcmal Fund to subbldlze depreciation fimded by
Coptiona! Fund 2nd for commumty development expense

Quﬁsxdivd Project Expenses - refers' to a portion of the P’r@gect Subsidy Fund eApended for training, salarfes anci-
wages ari ther actwmfss subsidized by dcmamm and grants,

INCOME TAKES . EVELOYMENTS
'd oy
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" There are.no ailowances for doubtful accounts because they are potentially collectible based on their hlstoncal ‘__‘

collections.

Zmpai?mem‘ of Available-for-sale Financial Assets

The Cooperative follows the guidance of PAS 39 in determining when an asset is other-than- temporarily impaired.
‘This determination requires significant judgment. In making this judgment, the Cooperative evaluates, among other
factors, the duration and extent to which the fair value of an investment i5 less than its cost; the financial health of

" and near-term business outlook of the. nvestee, ineluding factors such as industry and sector performance, changes '

i ‘iechno’cafv and operatiopal and financing cash flow.

If the assuinption made regarding the duration that, and extent to which the fair value is less than cost, the
Cooperative would suffer an additional'loss in its finaricial statements; representing the write down of cost at its. fair
value. ‘

Estimated Useful Lives of Property, Plant and Equﬁ«em‘

The Cooperative estimates the usefut lives of property, plant and equipment based on the period over which: the -
propetty, pi'mt and equipment are. expected to be available for'use. The estimated useful lives of the property, plant
and equipment. are reviewed. Jperiodically and are updated #w expectanons differ from previous estitiates due fo
plhiveical wear and tear, technical or commercial obsolescence and legal or other limits on the use of the property,
plant and equipment. In addition, the estimation of the usefal lives of property, plant and equipment is based on the
coHective .assessment of indusiry practice; irternal‘technical evaluation and experience with similar assets. It is.
possible,. bowever, that: future. financial performance: could be .materially affected by changes i the: estimates
brought about by changes in factors mentioned above. The amounts and timing of recorded expenses for any period

- would be af‘" ected hy changes i these factors and circmmstances,

A reduction inthe estxmated useful tives of the propérty, plant and equipment would increase the recorded expenses
and decrease the noncurrent assets.

Depreciation is computed on a straightéiine method over the estimated useful lives of the assets as follows:

‘ Leasehold Improvements | , 5-10 years
Furnitvre and Fixtures . 3-%vears
Office E”uxpmem . , ‘ 3-5 years

The:Comprny assesses-the value of property,. plant -and' equipment: which require: the- defermination of future cash
flows expected.to be generated from the continued use and ultimate disposition. of such assets, and require the.
Company“to-make estimates and asswmptions that can materially affect the financial statements. Foture events
could canse the Company to conclude that property, plent and equipment and other long-lived assets are impaired.
Any resulting impairment’ Iass could have-a matenal -adverse Tmpact-on the Company's: financial condition and“
wstzlis of cperations.

The preparation of the estimated: future cash flows involves significant judgment and estimations. While the
Company believes that.its assmnpuons are-appropriate and reasonabie, significant changes in.these assumptions may
materially- affect the Company's. assessment of recoverable values and may lead to future additional impairment

" charges.

Reverme recognition
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The Company’s revenue recognition policies require the use of estimates and assumptions that may affect the
reported.amounts of revenues. and receivables. Differences between the amoutits initially recognized amd actual
settlersents are teken up in the accounts wpon reconcilistion. However, there is #o assurance that such use of
estimates may not result to material adjustments in future periods.

Financial Risk Management Objectives and Policies :

The Cooperative is exposed to credit, liquidity, and other risks that arise in the normal course of its business. Its risk
and control framiework includes a focus on minimizing negative effects on the Company's financial performance due
10 wmpredictability of financial markets that drives the risks.

(NOTE: THE COOP SHOULD CREATE A RISK MANAGEMENT COMMITTEE STATE ONLY APPLICABLE
RISK MANAGEMENT POLICIES)

Credit Tisk

Generally, the maxirmm crech’c risk. exposure of financial assets is the carrying amount of the fmanmal assets g5
shown or: the face of the statement of financial condition.

The: Céopem.tive continuously monitors defaults of customers and other counterparties, and incorporate this
information o its credit risk controls. The Cooperative’s policy is to deal only with creditworthy connterparties.

The Cow peratwe $-management consxcier« that all the above financial assefs that are not irapaired or past dire for,
each balance sheet dates are of good-credit quality. ‘ '

- With reepect to. trade and other receivables, the Cooperative is not exposed to any 51gn1ﬁcant credit risk exposure ©

any singit counterparty or any group of counterparties having similar characteristics. Based on historical information
about: customer default rates management consider the credit quality of trade receivables that are not past.dus.or
impaired to be good. ’

The credit risk for cas_hand’ cash equivalents, money market funds, debentures and derivative financial instruments.
is considered neghigible; since the counterparties are reputable banks with high quality external credit ratings.

Liquicity risks
‘ 3

-Jquxdfv OF. fundmg risk is the risk that an entity will imewr difficulty in reising finds m meet commztmen‘as

associated with financial instruments. Liquidity risk may result from either the inability to sell ﬁnanc:al assets
quickly attheir fairivalues; or counterparty failing on repayment of confractual obligation; or inability to generate :
cash flows as anticipated.. :

In order to minfmize Hquidity risk, the Cooperative maintains sufficient cash and has the availability of finding "

thirough an adequate amount of committed credit facilities.

Other Price Risk Sensitivity

The Cooperative’s market price risk arises from its investments carried at fair value (financial asscis classified as
financial assets at fair value through profit or loss and available-for-sale financial assets). It manages-its risk arising
from changes in market price by monitoring the changes inthe mutket price of the investments.




- 5. CASH AND CASH EQUIVALENES

- " This account consists of the following:

2068 2007

Cash cnr Hand
Change Fund
" Petiy Cash Fund
Savings Deposit Fund -
Cash in Bank - Security Bank:
CashinF aderati‘oﬁfUnion

Revolving Fund

Totai Lach and cash equlvalents

Cash in banks as well as time deposits earn interests. at
rates bazed on daily bank

deposit
rates.

6to18. Notes on financial assets ~ deseribe composition, deseription, ete.

1%, LOANS AND RECEIVABLES

Loans Receivable
. Corrent
" Past Due
Restructured
In Litigation
Total ‘
Less: Allowancs for Probable Losses on Loans Receivable
Looms Receivable, Net

1.1 LOANS RECEIVABLE, NET

DISCLOSURES NEEDED:
COMPOSTFION AS TO TYPE OF LOAN

AGING SUMMARY

AS TOCOLLATERAL

DOSRI -

MOVEMENTS OF ALLOWANCE

EEPORT NET OF ALLOWANCE FOR PROBABLF LOSSES AN‘D viD

IN LIBU OF EFFECTIVE INTEREST RATE METHOD
11.2 TRADE AND OTHER RECEIVABLES

‘This account consists of the following:

2809 2008

- DISCLOSE COMPOSITION OF IRADEANE(}T}EKIWCEIVAELES

k% . ' ’Y“J‘B’ Dy,
' & rea )‘ua ELTION %&

DEVELOLNE NI

. (} Ty~




Total Trade snd Other Receivables ' - -

The fair vatnes of trade and other receivables have not been disclosed as, due to-their short dmaﬁor;,_ management
ponsiders fhie carrying amounts recognized in the balance sheet to be a reasonable approximation of their fair vatues.

12, INVENTORY

This account consists of the following:

2009 2008
BREAKDOWN AS TO TYPE OF INVENTORIES) g

Total Enventory. - _ N -

e N A ke A oS

The cafrym o veles; of in-veﬁtnry are believed to be & reasonable approximation of their fair values.
13. BIOLOGICAL ASSETS

~ This account consists of the following:

3 % 2008 2088
RREAKDOWN AS TO TYPE OF BIOLOGICAE ASSETS) "
Toial Biological Assets - o e - . ’ -

The carrying vatues.of these assets are believed to be a reasonable approximation of their fair values.

14. OTHER CURRENT ASSETS.
This acconat consists of the following:

‘ 2009 2008
{(BREAKDUWN AS TOTYPE)
Total Other Current Assets: o o o N o ‘1..._

The carrying vales of these assets are believed to be a reasonable approximation of their fair values.




v Fivancial Assets

Investment st Fair Valwe through Profit or Loss  refers to fimancial assets that are mpom initial
recognition designated by the SCC as fair value through profit and loss. This shall comprise both debt
and equity ae“urmes
These are tc be carried by Cooperative at fair value through profit or loss upon initial recognition.
A financial asset is classified in this category if acquired principally recognition. A financial asset is
ckassxﬁed in: this category if acquired principally. for the purpose of sélling the. short term or if so
designated by the Cooperative. Assets in this category are. classified. as current assets. if they are
gither held for trading or.are expected, to be realized within. 12 months of the balance sheet date.

Subseguent o initial recognition, the financial assets included in this category are measured at fair
value with changes in fair value recognized in profit or loss. Financial assets origimally desxgnate& as
financial assets at fair v alue through profit or loss may not be subsequently be reclasmﬂed

The use of fatr value option.shall be in acm*dance with the criteria set forth in the amexzdments to PAS:
3% subject to the following: condm(ms

1. 8CCs shall ‘ave:in place: appropriate risk management systems ( inclading related risk maﬁagement _

policies procedures and contols) prior to initial application of the fair value option for & particular -

aetivity or-puspese and on: ammg@m g basis;.

2. 8CCs shzil apply the, fair vaiue optzcn mﬂy to instruments for which fmr values: can be rehably
estimated; and

3,. C - shail provide. CDA with. supplemcnt&l information as may be necessaty, to emable-CDAto
h@— xmpact of the S€Cs utilization of the ﬁurw‘lue option. S

Loans and Recetvables. Loans and recewabl‘es are non-derivative financial assets with fixed .ot

~ determinable payments that are not quoted in an active market. They arise when the Cooperative
pravides money, goods or serviees directly to a debtor with no intention of irading the receivables.
Thev-are inchuded in current assefs, except for. matmiﬁes -greater than 12 months after the balance:sheet:
date which eciassxﬁed as non-current assets. :

Loans and receivables are. sabsequenﬂy measmd at-amortized:cost using the effective mteres’c method,
iess impairment losses. Any-change in their value is recognized.in profit or loss g

Loans: and rﬁcewables are: presente& as. dee and Other Receivables in the Statements. of Financial.
Condition : :

Impairment loss. is. provided. when. there.is objective evidence that the Cooperative will not be able to
collect all amounts due to it in accordance with the original terms of the receivables. The amount of the
impairment. loss is determined as the difference between the asset's camrym(7 amount and the present
vaine of estzmated cash flows




Under the Cooperative’s Board Resclution. No. , the following interest rates shall: be
#inplemented as a way of helping and at the same time encouraging members {0 patronize the Bank's
lending services. \ '

1. Secured L.oans -

2. Unsecured/CleanLoans -

Allowance for probable losses. is; maintained at 2 fevet. considered adequate to. provide for potential
' {osses on loans and other resources. The alfowance is increased by provision charged to operations and
' reduced by net write-offs and reversals. The level of allowance is set up af the higher of the amount
determined based on managements evaluation of potential losses after consideration of prevailing and
antipicated economic conditions. |

\ _ Held-ip-masurity. Financial Assets. This includes. non-derivative financial assets with fixed or
i determsinable payments and a fixed date of maturity. Investments are classified as held-to-maturity if
the Company has a pesitive intention and ability to hold them until maturity. Investments intended to

e held for an ﬁndefmedpeﬂodc_'are‘ aot included in this classification. éy are included in nop-

curtent assets under Long-term Financial Assets account in the balance sheets, except those maturing
within 12 months of the“balance sheet date. . ' ' '

Held-to-muaturity investments are subsequently measured at amortized cost using the effective interest
ethod. T addition, if there is objective evidence that the investment has been impaired the
financial assets -is measured at present value of estimated cash flows.Any changes to the carrying
amount of the investment are recognized in profit or loss.

Availabie-for-sale Financial Asseis This include non-derivative financial assets that are either

designated to this category or do not gualify for inclusion in any of the other categories of
financial assets. They. are included i pon-vurrent assets under the Long-term Financial Assets '
aceount in the balance sheets unless management intends to dispose the investnyent within 12 moniths

of the balance sheet date. : ' '

i Al finarcial assets within this category are subsequently measured at fair value, unless otherwise
2 disclosed, with changes in value recognized in equity, net of any effects arising from income taxes.
Gains and losses arising from securities classified as available-for-sale ave recogrized in the statement
of income when they are arising from securities classified as aveilable-for-sale are recognized in the
statement of income when they are sold or when the investment is impaired.

o the case of impairment, any loss previousiy recognized in equity is transferred to the income

 statement. Losses recognized in the statement of income on equity investments are mot reversed
through the statement of income. Losses recognized in prior period mcome statement resalting from the
impairment of debt instruments are reversed through the income statement..
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7 Unguoted Debt Securities Classified as Loans vefers to debt securities with fixed or determinable
. pavments and fized matwity. Unquoted debt securities ae messured upon initial recognition at their
value plus trensaction costs that are directly atiributable to the acquisition of the securitics. After initial
recognition, the Cooperative shall measure Unquoted Debt Securities at their amortized cost using the
effective interest method. A gain or loss arising from the change in the fair value of the securities shail '
~ be recognized in profit or loss when the security is de-recognized or impsired, aud through the
amoriization process. '
Investment i Now-Marketable Equity Securities ¢ FNMES) refers to €guily instruments that do not
have a quoted market price-in an active market, and whose fair value cannot be reliably measured.

INMES shall be measured upon initial recognition at its &ir value plus transaction costs that are
divectly atiributablé to-the-acquisition of the security. After initial recogaition, the SCC shall measure
DEMES at eost. A gain or loss arising from the change i fair value of the INMES shiat} be recognized in
profit or loss when the security is derecognized or impaired

Derecognifion of financial assets occurs when the rights to receive cash flows from the financial
instruments expive or are transferred and substantially all of the risks and rewards of ownership have been
transferred. ' -

NOTE: RISK {VIANAGEMENT POLICY SHOULD ALSO BE DISCLOSED. WHEN A COOP HAS
FINANCIAL ASSETS ' ‘ ’

5 DEVELO BAZS
3 g EIYT»Q_

v@ REL

CORDS: SECTION L%




STATEMENT O? MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS -

The management of ABC DEVELOPMENT COOPERATIVE is responsible for all information and
representations contained in the financial statements for the years ended December 31, 2006 and 2005.
The financial statements have been prepared in conformity with Financial Reporting Standards applicable
to Cooperatives in the Philippines. and teflect amounts that are based on the best estimates and informed
judgment of management with an. appropriate consideration to materiality.. ' '

In this regard, management maintains 2 system of accounting and reporting which provides for the
secessary internal controls. to. ensure that transactions are.properly authorized and recorded, assets are
sefeguarded against unauthorized vse or disposition-and liabilitics are recognized.

The Board of Directors reviews the financial statements before such statements are approved and .
submitted to.the members ofthe cooperative. | ‘ '
,. the. independent, auditor and appointed by the board of Directors, has

examined the financial statements. ;ef the cooperative in accordance with the Philippines Standards on -
Auditing and the Standard Audit: Systems for Cooperatives and has expressed her opinion on the fairness

of presentation upon.completion of such examination, in her report to the members of the cooperative.

Chairman | CEO/General Manager ‘  Treasurer

vg- DEVELOp
‘@ﬂ'\m [ 'PMEN?W(,
n"v ‘E{( RDS SECTION'; d
S CERTIFIED
\J
BY: -




e

B4

STATEMENT OF REPRESENTATION

COUPERATIVE DEVELOPMENT AUTHORITY: -

In connection with my examination of the financial statements of the ABC DEVELOPMENT
COOPERATIVE covering. the. period ended December 31, 2006 that are herewith submitted to the
Cooreratwe Development Authority, I hereby represent the roll owing:

sk

G2

C)'\.A .

g.

9.

That said: financial statements herewith -attached are prepared and presented in conformity with
the financial reporting standards applicable to cooperatives in the Philippines;

That in the conduct of my audit, T adhered to-the Philippine Standards on Auditing (PSA); .

That I am qualified as provided for in Section 8 of the Code of Professional Ethics for Certified
Public Accountants and Artxcle 80 of R.A. No. 9520 (Phlhppme Cooperative Code of 2008);

Thet Fam fully aware of my respounsibility as an mdependent auditor for the audit report msued‘
and attached to: the financial statéments: and the: sanctions to- be bestowed on me for my
mistepresentations that I may have-willingly-orunwillingly committed;

That | nor any member of my immediate family do not have any direct or indirect financial
interest with the cmperatwe

That-Tam:not an. Pmpioyee nor an officer of a secondary cooperative or temazy cooperative of
whit q this. cooperatwe is-amember;

That i am not an employee of the Coopemuve Dev»lopmem Amhomy nor have I engaged an
empioyee of the CDA in the course of aadrt

That 1 make representanon; insmy individual capacity;

Theilama member'ofthe Chapter of the PICPA.

It is however, understood that my accountability is based on matter w1thm the normal coverage of an
' wjzt conducted in accordance with Philippine Standards on Auditing and the Standard Audit Systéms for
Cooperatives :

CPA

CPA Reg. No.

BOA Reg. MNo.

TIN MNo.

PTR No. :
CD#: Registration No.

A

No. & Madlansacay $t., Silang, Cavite 44118 Té?éf&"%o-;--(ﬂ%}'865‘-6553;




