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Regard ing the reso lution " IFRS32 - Business Combinations" , p roposed in the frame o f 
the Interna tiona l Fina ncial Re porting Standards, I would like to list be low a few c o mments 
whic h express the positio n o f the Bra zilian Coopera tive System on the ma tt er. 

The Brazilian C oopera tive Soc ie ty Organization (OCB) was found ed on Decem ber 2nd , 

1969, and represents the Notional Coop erative System. It p resently cong rega tes 7,136 
cooperative societies whic h b rin g logether 6.1 5 million associates and g enera te more than 
195 th ousand direct jobs in thirteen diffe renl fields. The OCB System represents th e who le 
Cooperative Movement in the country, focusing on market d eve lopme nl and institutional 
d e fe nse o f the cooperative sec lor. An o lher p rio rity of the Syste m is Ihe Self-M a nagement 
Pro cess in the cooperatives . 

It is important 10 hig hlig ht that Ihe comprehension of 'mu lual en lify ' in th e re fe rre d 
document seems to comprise bo th mutual and cooperative concepts. The OCB questions 
this d e fini tion sinc e the concep t is imprecisely c onsidered in the text and brings ou t d istinc t 
types o f organiza tions tha t c a nno t have the sa me a ccoun ting procedures. The coopera tives 
w ork thro ugh specifi c parame ters and sta ndard s. Thus, its is understood b y the interna tio nal 
Coop erative Alliance (lCA) as "0 free assoc ia tion o f people jo ined w ith the a im o f sa tisfying 
the ir common economic, soc ia l a nd c ultura l needs". There fore. a coop era tive c o nstitu tes o n 
associa tion o f people, no t c apila l. Its corpora te na ture is simply inslrumental. 

1. The OCB understa nds Ihat the lAS d ra ft o n the IFRS32 brings imprecise conc epts 
tha t make possible a cooperative o nd 0 mutual company to b e unders lood equally under 
the some accounting paramelers. Their differences should be staled as fo llow s: a ) th e 
distributio n o f benefits in a c o opera tive should not be restricted to a partic ular limit as it is in 
a ny ordinary mercantilist company, sinc e they are an inherent rig ht of the associate; 
furthermore, it constitutes a compensatory mechanism, nor gain or profil; b ) in a c oop erative, 
Ihe profits' sharing' is provided o nly over a portion of the net marg in, a nd aims a t develo ping 
th e c ooperative, throu g h investments in social inc lusion, educ ation , hea lth e lc. In Ihe lAS 
Boo rd perspec live, the p ro fits seem 10 be over-gra nted to capital owners; c ) the dist ribu tion 
of p rofi ts is not part o f the c ooperative ' s objec tive according to its own de finitio n. In Ihis case, 
the capila l owners are also its 'users ' , no t 'ciients'. Besides, c oopera tives are unders loo d by 
the Interna tio na l Labor O rganizatio n (ILO ) as an innovalive organizalional model tha t p loys a 
key ro le a iming at the d eve lo pment a nd poverty a ile via l io n; 

2. Regarding the distribution o f p ro fit s, one have to bear in mind tha t he fourth 
c ooperative p rinc iple (, ec o nomic partic ipation o f its me mbers ' ) sta tes out tha t: ' its m em bers 
contribute equally to the c apito l o f the c oo p era tive and are responsib le fo r managing it 
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d emocro tically '; part o f the c apita t is 'common property o f the coopera tive' for whic h it s 
members a re granted a compensa tion mechanism when capital is over-invested; 

3, The new defini tio n of business combinations given in IFRS 3 relies on the premise 
that an e ntity takes over or holds the control o f another one. This entails that for every merger. 
the acquisitio n me thod should be applied and that. consequenlly. an a cquirer should in 
each case be identified. According to the new definition that emerges in the Exposure Draft. 
the "purchase method" has become the "acquisition method" in order to c over intangib le 
assets. Th e lAS Board considers customer relationships as intangible assets. and dectares tha t 
"mutual e ntities" are composed of members who a re both customers and ow ners. Indeed. 
the m ain d ifference be tween "mutual e ntities" and conventional businesses. according to 
the lAS Board. is that the owners are also customers (a c ommercial relationship with a 
different meaning from "users"). Also accordin g to the lAS Board. the owners o f a "mutu al 
entity" w ill supposedly either seek th e payment o f d ividends (as a fixed-term investor in any 
conventio nal business) or a reduction of the cost o f what th ey buy (as any c us tomer) or both; 

4. Since it regards an association o f people a nd capital. the cooperative association 
is personal and individuals are free to join and leave the c ooperative. This guideline 
represen ts the firs princ ip le of c ooperatives. In Ihis perspective. the shares o f c oopera tive 
associates cannot be sold as in commercial transac tions. Furthermore. people cannot be 
sold as a ny ordinary share. Only in ca se o f non-members the commerc ial relations could be 
understood as intangible actives. 

Co nsidering a ll the aforementioned. OCB does not c onsider appropriate to keep 
'cooperatives and mutual companies' in the IFRS32 text; emphasizes that c ooperatives and 
mutual entities does no t fit into the co nc ept of "mutual entities" as expressed in the d raft for 
consulta tion. and re calls the need to de fine a distinct accounting ca tegory for the 
cooperatives. At last. OCB believes that a broader process of consulta tion among 
stakeholders. c ooperative actors. experts. civil soctety and accounting spectalists mus t be 
carried out so as th e world coopera tive system may come to a solid. single and d efinite 
conctusion on the matter. 

Please accept the assurance o f my highest considerations. 

Cordially. 

Marcio Lopes de Freitas. Presiden t 
Brazilian Cooperative Organization 
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