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Republic of the Philippines
Congress of the Philippines
Metro Manila
Fourteenth Congress
Second Regular Session
Begun and held in Metro Manila, on Monday,
the twenty-eighth day of July, two
thousand eight.
Republic Act No. 9520
February 17, 2009
AN ACT AMENDING THE COOPERATIVE
CODE OF THE PHILIPPINES TO BE KNOWN
AS THE "PHILIPPINE
COOPERATIVE CODE OF 2008"

Be it enacted by the Senate and House of Representatives of the Philippines in

Congress assembled::

SECTION 1. Articles 1, 2, 3, 4 and 5 of Chapter 1 on General Concepts and Principles
of Republic Act No. 6938, otherwise known as the "Cooperative Code of the Philippines,”

are hereby amended to read as follows:

CHAPTER |
GENERAL CONCEPTS AND PRINCIPLES

ART. 1. Title. - This Act shall be known as the "PhilippineCooperative Code of 2008".

ART. 2. Declaration of Policy.- It is the declared policy of the State to foster the creation
and growth of cooperatives as a practical vehicle for promoting self-reliance and
harnessing people power towards the attainment of economic development and social
justice. The State shall encourage the private sector toundertake the actual formation
and organization of cooperativesand shall create an atmosphere that is conducive to the

growthand development of these cooperatives.
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Toward this end, the Government and all its branches,subdivisions, instrumentalities and
agencies shall ensure theprovision of technical guidance, financial assistance and
otherservices to enable said cooperatives to develop into viable and responsive
economic enterprises and thereby bring about a strong cooperative movement that is
free from any conditions that might infringe upon the autonomy or organizational integrity

of cooperatives.

Further, the State recognizes the principle of subsidiarity under which the cooperative
sector will initiate and regulate within its own ranks the promotion and organization,
training and research, audit and support services relative to cooperatives with

government assistance where necessary.

ART. 3. General Concepts. - A cooperative is an autonomous and duly registered
association of persons, with a common bond of interest, who have voluntarily joined
together to achieve their social, economic, and cultural needs andaspirations by making
equitable contributions to the capital required, patronizing their products and services
and accepting a fair share of the risks and benefits of the undertaking in accordance

with universally accepted cooperative principles.

ART. 4. Cooperative Principles. - Every cooperative shall conduct its affairs in
accordance with Filipino culture, good values and experience and the universally
accepted principles of cooperation which include, but are not limited to, the following:
(1) Voluntary and Open Membership - Cooperatives are voluntary organizations, open to
all persons able to use their services and willing to accept the responsibilities of
membership, without gender, social, racial, cultural, political or religious discrimination.
(2) Democrative Member Control - Cooperatives are democratic organizations that are
controlled by their members who actively participate in setting their policies and making
decisions. Men and women serving as elected representatives, directors or officers are
accountable to the membership. In primary cooperatives, members have equal voting
rights of one-member, one-vote. Cooperatives at other levels are organized in the same

democratic manner.
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(3) Member Economic Participation - Members contribute equitably to, and
democratically control, the capital of their cooperatives. At least part of that capital is the
common property of the cooperative. They shall receive limited compensation or limited
interest, if any, on capital subscribed and paid as a condition of membership. Members
allocate surpluses for any or all of the following purposes:developing the cooperative by
setting up reserves, part of which should at least be indivisible; benefitting members in
proportion to their partonage of the cooperative's bubsiness; and, supporting other
activities approved by the membership.

(4) Autonomy and Independence - Cooperatives are autonomous, self-help
organizations controlled by their members. If they enter into aggreements with other
organizations, including government, or raise capital from external sources, they shall
do so on terms that ensure democratic control of their members and maintain their
cooperative autonomy.

(5) Education, Training and Information - Cooperatives shall provide education and
training for their members, elected and appointed representatives, managers, and
employees, so that they can contribute effectively and efficiently to the development of
their cooperatives.

(6) Cooperation Among Cooperatives - Cooperatives serve their members most
effectively and strengthen the cooperative movement by working together through local,
national, regional and international structures.

(7) Concern for Community - Cooperatives work for the sustainable development of their
communities through policies approved by their members.

ART. 6. Purposes of Cooperatives. — A cooperative may be organized and registered for
any or all of the following purposes:

(1) To encourage thrift and savings mobilization among the members;

(2) To generate funds and extend credit to the members for productive and provident
purposes;

(3) To encourage among members systematic production and marketing;

(4) To provide goods and services and other requirements to the members;

(5) To develop expertise and skills among its members;

(6) To acquire lands and provide housing benefits for the members;
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(7) To insure against losses of the members;

(8) To promote and advance the economic, social and educational status of the
members;

(9) To establish, own, lease or operate cooperative banks, cooperative wholesale and
retail complexes, insurance and agricultural/industrial processing enterprises, and
public markets;

(10) To coordinate and facilitate the activities of cooperatives;

(11) To advocate for the cause of the cooperative movements;

(12) To ensure the viability of cooperatives through the utilization of new technologies;
(13) To encourage and promote self-help or self-employment as an engine for economic
growth and poverty alleviation; and

(14) To undertake any and all other activities for the effective and efficient
implementation of the provisions of this Code.

ART. 7. Objectives and Goals of a Cooperative. — The primary objective of every
cooperative is to help improve the quality of life of its members. Towards this end, the
cooperative shall aim to:

(a) Provide goods and services to its members to enable them to attain increased
income, savings, investments, productivity, and purchasing power, and promote among
themselves equitable distribution of net surplus through maximum utilization of
economies of scale, cost-sharing and risk-sharing;

(b) Provide optimum social and economic benefits to its members;

(c) Teach them efficient ways of doing things in a cooperative manner;

(d) Propagate cooperative practices and new ideas in business and management;

(e) Allow the lower income and less privileged groups to increase their ownership in the
wealth of the nation; and

(f) Cooperate with the government, other cooperatives and people-oriented

organizations to further the attainment of any of the foregoing objectives.

ART. 10. Organizing a Primary Cooperative. — Fifteen (15) or more natural persons who
are Filipino citizens, of legal age, having a common bond of interest and are actually

residing or working in the intended area of operation, may organize a primary
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cooperative under this Code: Provided, That a prospective member of a primary
cooperative must have completed a Pre-Membership Education Seminar (PMES).

Any newly organized primary cooperative may be registered as multipurpose
cooperative only after compliance with the minimum requirements for multipurpose
cooperatives to be set by the Authority. A single-purpose cooperative may transform into

a multipurpose or may create subsidiaries only after at least two (2) years of operations.

ART. 24. Functions of a Federation of Cooperatives. — A federation of cooperatives shall
undertake the following functions:

(a) To carry on any cooperative enterprise authorized under Article 6 that complements
augments, or supplements but does not conflict, complete with, nor supplant the
business or economic activities of its members;

(b) To carry on, encourage, and assist educational and advisory work relating to its
member cooperatives;

(c) To render services designed to encourage simplicity, efficiency, and economy in the
conduct of the business of its member cooperatives and to facilitate the implementation
of their bookkeeping, accounting, and other systems and procedures;

(d) To print, publish, and circulate any newspaper or other publication in the interest of
its member cooperatives and enterprises;

(e) To coordinate and facilitate the activities of its member cooperatives;(f) To enter into
joint ventures with national or international cooperatives of other countries in the
manufacture and sale of products and/or services in the Philippines and abroad; and

(g) To perform such other functions as may be necessary to attain its objectives.

A federation of cooperatives may be registered by carrying out the formalities for
registration of a cooperative.
Registered cooperatives may organize a federation according to the type of business

activity engaged in by the cooperatives.

ART. 45. Liability of Directors, Officers and Committee Members. — Directors, officers
and committee members, who are willfully and knowingly vote for or assent to patently

unlawful acts or who are guilty of gross negligence or bad faith in directing the affairs of
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the cooperative or acquire any personal or pecuniary interest in conflict with their duty
as such directors, officers or committee members shall be liable jointly and severally for
all damages or profits resulting therefrom to the cooperative, members, and other

persons.

When a director, officer or committee member attempts to acquire or acquires, in
violation of his duty, any interest or equity adverse to the cooperative in respect to any
matter which has been reposed in him in confidence, he shall, as a trustee for the
cooperative, be liable for damages and shall be accountable for double the profits

which otherwise would have accrued to the cooperative.

ART. 60. Tax Treatment of Cooperative. - Duly registered cooperatives under this Code
which do not transact any business with non-members or the general public shall not be
subject to any taxes and fees imposed under the internal revenue laws and other tax
laws. Cooperatives not falling under this article shall be governed by the succeeding

section.

ART.61 Tax and Other Exemptions. Cooperatives transacting business with both
members and non-members shall not be subjected to tax on their transactions with
members. In relation to this, the transactions of members with the cooperative shall not
be subject to any taxes and fees, including not limited to final taxes on members’
deposits and documentary tax. Notwithstanding the provisions of any law or regulation
to the contrary, such cooperatives dealing with nonmembers shall enjoy the following tax
exemptions:

(1) Cooperatives with accumulated reserves and undivided net savings of not more than
Ten million pesos (P10,000,000.00) shall be exempt from all national, city, provincial,
municipal or barangay taxes of whatever name and nature. Such cooperatives shall be
exempt from customs duties, advance sales or compensating taxes on their importation
of machineries, equipment and spare parts used by them and which are not available
locally a certified by the department of trade and industry (DTI). All tax free importations

shall not be sold nor the beneficial ownership thereof be transferred to any person until
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after five (5) years, otherwise, the cooperative and the transferee or assignee shall be
solidarily liable to pay twice the amount of the imposed tax and / or duties.

(2) Cooperatives with accumulated reserves and divided net savings of more than Ten
million pesos (P10,000,000.00) shall fee the following taxes at the full rate:

(a) Income Tax - On the amount allocated for interest on capitals: Provided, That the
same tax is not consequently imposed on interest individually received by members:
Provided, further, That cooperatives regardless of classification, are exempt income tax
from the date of registration with the Authority;

(b) Value-Added Tax — On transactions with non-members: Provided, however, That
cooperatives duly registered with the Authority; are exempt from the payment of value-
added tax; subject to Section 109, sub-sections L, M and N of Republic Act No. 9337,
the National Internal Revenue Code, as amended: Provided, That the exempt
transaction under Section 109 (L) shall include sales made by cooperatives duly
registered with the Authority organized and operated by its member to undertake the
production and processing of raw materials or of goods produced by its members into
finished or process products for sale by the cooperative to its members and non-
members: Provided, further, That any processed product or its derivative arising from
the raw materials produced by its members, sold in then name and for the account of
the cooperative: Provided , finally, That at least twenty-five per centum (25%) of the net
income of the cooperatives is returned to the members in the form of interest and/or
patronage refunds;

(c) All other taxes unless otherwise provided herein; and

(d) Donations to charitable, research and educational institutions and reinvestment to
socioeconomic projects within the area of operation of the cooperative may be tax
deductible.

(3) All cooperatives, regardless of the amount of accumulated reserves and undivided
net savings shall be exempt from payment of local taxes and taxes on transactions with
banks and insurance companies: Provided, That all sales or services rendered for non-
members shall be subject to the applicable percentage taxes sales made by producers,
marketing or service cooperatives: Provided further, That nothing in this article shall

preclude the examination of the books of accounts or other accounting records of the
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cooperative by duly authorized internal revenue officers for internal revenue tax
purposes only, after previous authorization by the Authority.

(4) In areas where there are no available notaries public, the judge, exercising his ex
officio capacity as notary public, shall render service, free of charge, to any person or
group of persons requiring the administration of oath or the acknowledgment of articles
of cooperation and instruments of loan from cooperatives not exceeding Five Hundred
Thousand Pesos (P500,000.00).

(5) Any register of deeds shall accept for registration, free of charge, any instrument
relative to a loan made under this Code which does not exceed Two Hundred Fifty
Thousand Pesos (P250,000.00) or the deeds of title of any property acquired by the
cooperative or any paper or document drawn in connection with any action brought by
the cooperative or with any court judgment rendered in its favor or any instrument
relative to a bond of any accountable officer of a cooperative for the faithful performance
of his duties and obligations.

(6) Cooperatives shall be exempt from the payment of all court and sheriff's fees
payable to the Philippine Government for and in connection with all actions brought
under this Code, or where such actions is brought by the Authority before the court, to
enforce the payment of obligations contracted in favor of the cooperative.

(7) All cooperatives shall be exempt from putting up a bond for bringing an appeal
against the decision of an inferior court or for seeking to set aside any third party claim:
Provided, That a certification of the Authority showing that the net assets of the
cooperative are in excess of the amount of the bond required by the court in similar
cases shall be accepted by the court as a sufficient bond.

(8) Any security issued by cooperatives shall be exempt from the provisions of the

Securities Act provided such security shall not be speculative.

ART.78. Investment of Capital. - A cooperative may invest its capital in any of the
following:

(a) In shares or debentures or securities of any other cooperative;

(b) In any reputable bank in the locality, or any cooperative;

(c) In securities issued or guaranteed by the Government;

(d) In real state primarily for the use of the cooperative or its members; or
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(e) In any other manner authorized in the bylaws.

ART. 138. Joint Congressional Oversight Committee on Cooperative (JCOCC). — There
is hereby created a Joint Congressional Oversight Committee composed of the
Chairman of the Senate Committee on Cooperatives and the Chairman of the House
Committee on Cooperatives Development, with four (4) members each from both
Houses. The said members shall be duly appointed by the Senate President and the
Speaker of the House of Representatives from the members of the respective committee

based on the proportional representation of the parties or coalition therein.

The Joint Oversight Committee shall review and approve the implementing rules and

regulations of this Code and monitor its proper implementation.

The annual appropriate for the oversight committee shall be charged to the budget of

both Houses of Congress in the General Appropriations Act (GAA)."

ART. 139. Implementing Rules and Regulations. — The Authority shall issue rules and
regulations to implement those provisions of this Code which expressly call for the
issuance thereof. This paragraph shall not apply to those cases wherein a specific
provision of this Code expressly designates particular government agencies which shall

issue the regulations called for by any provision of this Code.

ART. 140. Penal Provisions. — The following acts or omissions affecting cooperatives are
hereby prohibited:

(1) The use of the word ‘cooperative’ by any person or of persons or organizations,
unless duly registered as a cooperative under this Code except as provided for under
Article 130 hereof. In case of violation, the individual or individuals concerned, or in the
case of an organization, its officers and directors shall, upon conviction, each suffer the
penalty of imprisonment of not less than two (2) years nor more than five (5) years and a
fine not exceeding Twenty thousand pesos (P20,000.00) or both at the discretion of the
court;

The Authority may motu proprio, initiate complaints for violations of this provision.
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(2) Any person who willfully attempts in any manner to evade or defeat tax in violation of
the provisions of Articles 60 and 61 of this Code shall in addition thereof, be punished
by a fine of not less than Thirty thousand pesos (P30,000.00) but not more than One
hundred thousand pesos (P100,000.00) and suffer imprisonment of not less than two (2)
years but not more than four (4) years: Provided, That the conviction or acquittal
obtained under this Article shall not be a bar to the filing of a civil suit for the collection of
taxes;

(3) Direct or indirect violation or circumvention of the provisions of Articles 60 and 61 of
this Code committee by any public official or employee of any bureau, office or agency
of the government that deprives, diminishes or in any manner hinders or restricts any
duly registered cooperative from the full enjoyment of the exemption from the payment
of the taxes, fees and charges enumerated therein, shall upon conviction, suffer a
penalty of not less that one (1) year but not more than five (5) years imprisonment or a
fine in the amount of not less than Five thousand pesos (P5,000.00) or both at the
discretion of the court and shall further be disqualified to hold any other office;

(4) Direct or indirect interference or intervention by any public official or employee into
the internal affairs of a cooperative of which he is not a member, such as, but not limited
to, the following:

(a) Influencing the election or appointment of officers, directors, committee members
and employees through public or private endorsement or campaign for or against any
person or group of persons;

(b) Requiring prior clearances for any policy or decision within the cooperative;

(c) Requesting or demanding for the creation of positions or organizational units, or
recommending any person for appointment, transfer, or removal from his position; or

(d) Any other acts inimical or adverse to the autonomy and independence of
cooperatives.

(5) A director, officer or committee member who violated the provisions of Article 45 on
the Liability of Directors, Officers and Committee Members, Article 48 on the Disloyalty
of a Director, and Article 49 on the lllegal Use of Confidential Information shall upon

conviction suffer a fine of not less than Five hundred thousand pesos (P500,000.00) nor
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more than Five hundred thousand pesos (P500,000.00) or imprisonment of not less than
five (5) years but not more than ten (10) years or both at the court’s discretion;

(6) The following are considered offenses punishable by a penalty of imprisonment of
not less than one (1) year nor more than five (5) years or a fine of not more than Fifty
thousand pesos (P50,000.00) or both at the discretion of the court:

(a) Omission or refusal to furnish any information, report or other document that is
required under this Code;

(b) Providing information, reports or other documents to the Authority that are required
under this Code which the person knows to be false or misleading;

(c) Omission or refusal to keep a book or register under this Code or to make the
required entry therein;

(d) Making an entry required under this Code in a book or register, which the person
knows to be false or misleading;

(e) Hindering an authorized person from making an inspection, audit, examination or
investigation required under this Code;

(f) Failure to comply with an order or written instructions issued or given by the Authority;
(g) Violation of the provisions regarding transactions with a restricted party; and

(h) Abetting, counseling, allowing, authorizing or commanding another person to commit
an offense punishable by this Code: Provided, That in case the violator is a cooperative
or juridical person, the penalty shall be imposed on its directors and officers.

(7) Any violation of any provision of this Code for which no penalty is imposed shall be
punished by imprisonment of not less than six (6) months nor more than one (1) year
and a fine of not less than One thousand pesos (P1,000.00), or both at the discretion of
the court.

In case of violation of any provision of this Code, the individual or individuals, and in the
case of organizations or government agencies, its officers, and directors shall, upon
conviction by a Court, each suffer a penalty of not less than two (2) years but not more
than five (5) years imprisonment or a fine in the amount of not less than Twenty thousand
pesos (P20,000.00), or both at the discretion of the court. In the case of a public official
or employee, the offender shall upon conviction, suffer the accessory penalty of

temporary absolute disqualification.
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