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COIMIENTS ON THE IAS&'S EXPOSURE O~AFT of 2005 ON AMENDMENTS TO "I FRS 
J • ousmess COMBINA nONS" 

th" viOr'kefS cooperatlv-@ of COlombia, COODESCO. v.,1th 6.966 aS5-0C;i;;l.tes, c;r.e-l1t('d 
on Sf:'ptembcr 7, 1986, with th~ objectiv~ w JlrQmo~~ employment. as welt as 
sociiJ! tlnd: wltL/fat w~tfa(eJ 'Strengthening so!ld~rlty and mutual help. We have 
omc~ in the North IBarrarw:~uilla), toffee region ~Manizate~), Ce-nter fBognlil), 
West (Clli), E,lSt (BuC;\famangJ) and our General otfin>s in Medellin. 

We would like to -l'>lPf('!% (}tjf comments. fogarding the Z005 IASB':\. expO~lIrc df,)ft. 
em .)(T)('ndrno(t'flts W "IFR.S) [)tJ~il"!en COn1t)ln2ltjon~" Oil rhe intetltion oi If)(tudtng 
"rri\Jtu<~1 (~lnjtjt~~" . .a tenn that r,~rm; to include mutut'll~ ilnd «()opentivps. 

We arc- convinced that buslneS'S combinations amOflg mutual) and cooperatives 
COiHwt bf' pfOpcTIV iKf,O,mted for Llndli'r the prt;~(\nt propo'>al, nor thnt an entity 
tan i;l{<iuir~ 0: (OOpcl.)ttve as explained under the proposed amendments. You also 
hiNi;' to ron~idf:'r thZit 78.6?;, of ail respondents tn Ih'" 2004 lASS consutrJtinn 
reJerled the mdu\inn of "mUlLJ,,1 clltitics", 

'!if! (£I'1l..sr!il 

I) Business e-ntlty CQfll:fi1jl and appropriate a«()~mtl(l!l treatment: We object to 
thq 1MB proposed deHnitif,n of mutual ~nHt)', i\!> the 'OtKept i~ ufW;!eat [n ib; 
DOllndnrles bet\'l~n n1utuals: and coopenH1ve<J. rnhd!lg dlfferr:nt buslness ~tru(tures 
that (8ti1Wt be Jcmunted lor in the same manner. The de~ripUOfl of "mutual 
entity" that emerge:i iliong tM text does not fit with whnt coop€'n1Itlves rifld 
mutual!> ,'He and how \hoy: tlnye been intcfnatioflnlty defined, 

Cooperativei ~Iready have world standard'S of their own, According to tllC' 
Statement 011 the <:()opot:'r~tive Ideritlty, agreed upon by the Intemntimial 

• ~ PIT~-':~ CioIifl""~ ;.i(Ido,ni'n; (.rol(e $0 51 7~ 01, !l'W' E<;;hdo !lffi\O C4~.'It .. t» Ttl: (-II 51!1 HI) i.x; i4f ~11;~11 ~ ¥!t1h;m,,1 ,,,,,Irq 1!~.,' Cr!l. i 1 
1"·(11 :Jf .. 915 (<1'nfrc- tI .. Nt'llct].!.,'!. "'~tlh~ur lUll; ;'i l'iN7<11 r .. ~: 11) 11MW':i ~ ..... IQrult lIiort. n"fTlIl1-qulll .. : t;nl 54 Jt+47 Q',1-:l! (nitm (",tflrt.I,Ik 
b"'~tf:'nit 1'~I' 13)U,:;J.711B lh.'t'lftl '~ . .:o:S! ltiltl1.! l&':p'iai W -'tM'(it t.,tilltJ.'M: "fil~W, 11 .iHHM Il.drr~ \.O!> Ai[!M 9'~e 1 Lt'!:.lll jllj,B~l 
~ Jtt.gl<!tai [jt' (l'Iflrteoro Mllrol:NJU: (,~.".(I )!NH OUO) Tr+; IN MH']l:t(, ~QIl? f~,,' ':¢I ~~13!ih ~ Rt1l6nhl Q«ldomte CAli: ,\~d~ HJi n""v~ 
1",1; pJ w..!~:>S1 :51 f",", U:. M~>U51I • lk-!!(ln'l!J (H\.0r<t ... !J<J(:4f.llrtl"f1!l'-: Htlir.,ll,"'l' ~ ,\pt ~1)1 l>~'ijl""t (J1I\1;"Vt\ r(!l: <7) t.~l"ln, 
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Cooperative AHlance and rts mtire world mernbers,hip in Manchester in 1995. and 
incorporated in hdl in tntc;mlltkrnnl LilOOIJr Or~aoj~tton RecommendaUon 193 b!1 
the Promotion of CoopefMiv{'s, appfoved at the 2002 s:('s~ion of the Interru'It1onal 
labour ConferenCe of the ILO in Geneva by an governments. empto·,.en' 
organjsations and trade- unions, defines the cooperative as "an autonomous. 
asS(Jciatj,on of per$-om united VQluntarily to meet thenr common economic, 
~cfal and cyltural needs and ilsp1ratJon'S thfQugh OJ JOIntly owned and 
d*tr!ocrQtic;,lty rontrolt~d enterprls.:(''', 

• Under the "mutual entity" corx:ept.. ttle benefits appear to be an intlerent rtBht 
of the ownel"$ 3nd not to 00 '$ubmlttcd to .any p¥tlcutar Umlt. ilS is the (Mao in 
dny conventional bU$ine!ls, woorea~ 10,) tOcpoe-riltivc the itllOC;)tion of dividends 
to members is onty d p05sibHHy define,i by the cooper!'ltiv(! itsetf through Its 
general iI~$E'mbly, nndin onV ca~e is alwnY$[tmitE'd. 

• The allocation of dividends. In it cooperative is not. J 'l'l?aln" nor J "profit" as 
de-scribed under the- "mutual entit'/' concppt. but only iln <1djvstrncnt (lImed to 
compensate the' mi?mber~ for wtmt they P3id in e-xCC:;S Qr received 1e"5 111 their 
tran~1lctions .... ith the cooperative. 

• If dividends iift" {lhtributt"d, it it; onl~ ort P3rt of the surplmes, thl':' most 
substilotiilt part of whir:h is LlsuaUydesUncd to reserves, the devetopment of 
t!m COOptl'iHh'~, Qt IJHw( (\Ctivlti<:-s bCi'lf'fkia\ to the COmrtllinHy ,1{ ltltge {jti 
t.('tr)!~ Df ~{)cI,,1 ir'KliJsiml, (>{juratlOll. heillth, Hght .1gilil1<;t poverty, Ptc j. 

• Distributing dividend:; h IIO! part of the obje(;tiv~'S or a cooperative, wtJith in 
turr1 arc 5tiltcd in thv tir.flnjti(}fl of (oOperiltlvC', 

" Loncernlng the lASW~ (fmsider.,tion thaI "inftnesB of membcf5 of (j Irtl/tlw/ 
,mtHy', Wf' UlU(ll1y Int/lidr !J rJgM to ,hare In Ow net Gs:;ers of the- mutuai 
~rHjey lIt Ute l'1'iifiri! of I1s Uqufdaticm or cOffvenion", it i!; obvloW) that thj$ 
(annot be the (:.ilse In the l1111ny countries of tOt,> world whe!'t' part of the 
!iutptusC'§. are allocated to reserves that ar(' indivhlbleeven in case of 
liquidation or COOVerslo!l; f'len iIi the co-untric'S whew the legislation dOl?!t not 
Include stich prOV15tQf1, Wt~ u",(.nJl,. rJo not bt~rve suhSlilMLIJI liquidations Of 

COrtVcr!ilOns of C(;op~r3tives, whldl, ag.tlit" SlKM~ that C(jO~le.t;}tjVt)S Me nt)l 
driven by tucrnttVf' profit bllt by another obJe<:tivp, 

It is tmpOftMt to add thc\L on the b--nShi qf the above<l11fN1Honed characteri!iti(~, 
the If-mergin'l gtoD;}J pol1q; frflme;Nork ,)wund toofJeratlvps 's de<ltly based on that 
UMlvcrioHy ;-Kcepted Statement on Co-operatl',e kkntity, lLQ R!1commC'ndJtion 

~h~ '.I,;.;, '·'·'V.·."·'" .ji ," f'r""H'·-" (0.'1 -,·,·,v~,,,: "llj'·"~l. v· .. d '>,,<1/'), ,,0: 
rl'1;:i'~d",J '~Fpl</""·;' O:::;ail,;'/( ':,Y" .:,r.d [.,') ClHi'!I'4J. I·r,vk ,,1"'" 
~-;r""'Li;,'f.";-,,, v;,j:,,; ;r t}""cUC 

• • !»-K,:I6r; Glri'itotlal M.OiU"'~ Call'" ~051 24 . Of ,lH)6- Ee,ficn Bafltotj;,'l~\'!!l,'1 r~l< (~I "inl1Q'i fit..: i4j ~12t111 • RC'iloMJIl CI>Mro BbtOt& CnI" 11 
9'1<-<11 j)f.),')~ <emu:, dff iteirXil~ "'''Jlt.~ttll' "1(,1' m 1';i"JN? f';\-.,-: In 25ne05 • IWIjoM! N()ttto ";V'MtpJ\l!lI~ (ra. !)4 n·~,ft OU/(16 (i\>-Mm r;nm~ 
~li;"'<lr Tel: f~) llf.fl1I! 3t.:;i781 Fu:(511WJllll loomU. Aliqflct. C;wt'"!ll'N: ",,-'W>'. il lH~qO'i "lIfO va Alpl"l: P),;,j 1 Ct.-I: lHllU4i1n 
* bilOll~' !JiI' Wrt~D ,y,lmh:"hM~ C~l, 11 }(H)} e'L 10.1 ttoV lfl) !WIle".. U;Y!~ll? I'h: (Itl ill!411Y>6 • 1mI1dlli)l Qo(I.:jol'r'lVII (;,111 A'>;j; •. KN n.Hl)~ 
r ('I; {} 1 1,614717 I Sl r 4~: m 661 -:;t~ ~ !l'f!lI(»1f.\ 00''eM11!' Iiu(Mtffiil"I:'l: Td',jqriCll 4 ~~\_ 1\01 f'i\' ~I<!!~ (:<ifr~>'<1Hll r.,!· 111 63 1 ~ n't 
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_ t _s S £ tSi a . illS. at a 

19312002 00 the Promotlon 01 Cooperatives formutates , who{f? poUcy framework 
at ti\c'r'Vortd level. Tht' ItO hils illsa stilted thot "Co·OperaUves. hn\<'e p(oved to be /I 

key oqplni-.atl ondl form , In building n£>w models to t:ombat weia! e-)(cl~lon and 
PQv~rty. 

2) Acquisition and resultlng control under a relat10nshlp of mother-subsIdiary 
applied to cooperatives: lhc, now deflnltioo of busloofSs combinations given in 
IFRS 3 relies on the premise thM an t:r:t:ity tak.es over or holds thf: (Ontrot of' 
IH1O(her one, ThlJ; (,ntaUs ttlat for c..,efY merger, lh<:' <lC,<1uisition rncttlod $hOllld ht:' 
i'lppJied and th~\ l ; COn$l'quefitly, an aCQulre r should In .~i1ch eil';€, be iderltUlE'd. 

TO 5eH its bu:.IIl€S1, il coopef<ttNe most be first terminated ~s <In ¥S(>(.i!1tion of 
pcr~oos_ by the democratic sovereiyn decIsion of Its f}Cnc-rat M:!>ll'mbty. Only· after ll~ 
COI1VCf ~ IOn into a capital COlllPBf)y, the bU5'n(.'S$ (.10 b(. :50td. What is being w id h 
not the cooperative iwhich t)~IsU ' 110 h'lOl'e l tlU[ a torlVen tkmal Lap!t .)! tompMy. 
This I~ wh" (oownlivl"!"i cannot be included in the scope or IFRS) , 

As beCOiOin'il a subsldiary Is not poss.ible ror a cooperaUveo, as It must b~ 
rlemoc:r lltlc:ilUy controlll!d In ., SOVtvel!:r'I manner' through the one-~on·one ·yot(> 
in-its BertCH'!t ."semhly. Otherwise, It Is ~impty not it coope r<ll.lve. It m:ty hO'.vever, 
he ~ed In n Inargef of equals or it!> bU$lnC's~ $IJld .;enC! its ter11l[n.)tkm (lnd 
C:Olw('r~lGl1, It n13Y iliso enter Into lletwrn k re li\tl0n~hi p~ .15 i) ~N, partner, etc;. 
but mlJ~t ;)Iv.'ays Icmcl\n mJtonomou~ itS it~ mcogni;y~j world...,;:;:!€, (1(~trIlH\on tlCi)rly 
es(,1blj"hl";, 

3} The llSC of fair va.h,;. In accountlf11; "bu:slnes:!. cornbjn<1tiom" b etwt10n 
;'rnutual C'otities ": The bOok value'! #1IJS so far beeii the fllO$t widH-$prc~(f typ~ of 
<lc(:jUI'Itlng nlHc among c:uQP(;'n.ltllj~ b('ca~C' book 'y'ah!c it Is bored on h !~ll)rlcal 
fiitures. white fair value is 'bitscd 01'1 future hypothN(". Md i!i useful to c)(t~n\J1 
irW't'UOf"!i, which is im~ [e-vtlnt for cooperalives. 

The ... ",Ilk'! of t ht! 1I,i?rnbership In .1 tnutlJ.Jt or cooperatlvf! (ompri$es financt(\\ a~ 
we:l\ 3$ t,on·hnn""ill adv'antagE's. Consequently, the notion of fair value . whjct'l 
makes !>t'flSO for lfl\'.cUor~" set:'1"M lU,ada.j'l(cd to cooper.Hives .'uld nrutu.lts, 
Cooperative ilccounUn~ shol.lld tllllonq other iS$\Je~ t<lke Into !'lCCQuot t t)(.· 'JMlou~ 
components of the V;) tuc of membf.:r:shlp, 

4 , Proposal Co th~ IAS8: 
,. W~.X~.£l\~!.!~eflnltjV(' excl lJ1ilon Or cooperatiY,es. and m JtuauJ rQin IFRS) 

(on whlC" t~l"rt' is a wide c:onsens~ wi thin the C;OOPCf'vtiv_~ mQ'It'1Otmt 
_i)lfeady it=- we :;.aw in U'I(' C.0/15ultatJon U,5t year) and. instehti, t~ !!1lli.lDtlofl 
9I-lbc_.J2!?Qling..Q1jctL"rg:W· Dl2thQd.~ teemtc;!! MttUJnerHs (lin be found in 
I II:>t y~iH'S (Ofrtnumlt':l!11>I1s and In section 2 of this docUment. furttumnOfl!, 
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after the rt'quest tor exd~~iOf1 la.st yct)r by 7S,H -or .\11 rC'~pondt"nt'5. lh~ _ 
_ d\1e vrQC~i h3S not. ~n IUU", wmp!ied wlb. 

• Y!~r9n8Iy cmgh.uj~hft cQ9PeJl!lJrturuLm!J!J!1m dQ noc .c;orr~~J2 
thL~9.!l.£Cpt of "'f1!\!mslUmtU.f,~~ a~ dC'icr1bed alani the l"XPO~l)I e draft. nor 
'.'litn the wider concepi Qf "profit oriented entities" Whlc.h e'.(du~i\·ety 
llKtud('~ conventional emetpt'!SCS ilnQ "lllutlUll entitles-", [f1:d tber~fQ,t.g 
rftQIJrSSS tMt the • • !f)t!;.uN11.Q.r@JI:tag~g dlg1rkUvC cllar<,ctgrl,!J£L.Q! 
t;oyperat'lXfL{lod mVWj:lls be dr;¥.1'L!~_Qg.r1!5,g~ 

II w~ uode illn.~ the laC! thn~ \1)9 ~~,..9~~ttt! Is stiH li'lcklrm and t_~ 
Mgt! oL mhin,dtlR. ,) dlsliO(t!~ - acccmmins: cate1l.ory , fqr c90gerntlves" a_s 
d~nibed 1!lILO Re<.ommt~lldat jQn 193, This cate'l"ry could be &.2LnID9H~t_b 
millM.i11,1 pfI,wided that tht! differMCf'5 belween the two modets are 
cxpUdtly clarified, ulld pr'OvkJed that thh common cateQory is clearly 
diftetent (rom the pre's.t:'nt "mutua! entity'/ con(ept. 

• We DLqP'.OitJ~~t.lbU~rum:!'\t of!t ~Q!Jcifj!; warkir:ra.gJ014It.Plt thi'j SOP!, with 
! ht; participation OJ m!p!~rts 211 i!.~ntin:{ sp%~:'IIi$ed in tQ9Qe"Ath~ ~n.~ 
muluol lsJLQffi~ the 'tl9.iliL- -

Osorio lulUag6 
a LEGAl R£PRESEtn ATIVE 

50 N. 51·240(.904 Medell in 
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