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The contents of this Report have been developed by a multi-sectoral team (called the Local Advisory 

Committee or LAC) organized by the Caucus of Development NGO Networks, Quezon City, Philippines, 
from October 2007 to August 2008. Portions of this study can be quoted as long as the proper 

acknowledgement of the report authors can be made. The following is the suggested citation of this report: 

 

Caucus of Development NGO Networks (2008). NPO Sector Assessment: Philippine Report. Report 

prepared for the NPO Sector Review Project, Charit y Commission for England and Wales.  

 
For more information or if you wish to contact any member of the LAC, please get in touch with Mr. Sixto 
Donato Macasaet, Executive Director, Caucus of Development NGO Networks, 69 Esteban Abada Street, 

Loyola Heights, Quezon City, Philippines, (63-2) 920-2595, 435-6616. 

 
Disclaimer: The Charity Commissionôs International Programme has provided the framework and materials 

for this report. It cannot be held responsible for content or accuracy. 

 

© Crown Copyright 2008. This Report Format is the property of the Charity Commission for England and 
Wales and may not be published without their prior permission. The Commission retains full copyright over 

the NPO Sector Assessment Tool and retains the right to restrict or withdraw its use for any reason.  

 
To obtain permission to publish the report or for more information, please see www.NGOregnet.org.   

http://www.ngoregnet.org/
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Executive Summary

 

Main Features of the Non-profit Organization (NPO) Sector: 
 
According to the most recent comprehensive study, there were around a quarter of a million to 

half a million non-profit organizations in the country in 1997. More than half of this number was 
registered with national government agencies and were accredited by local government units.  

 
As of 2007-08, registered organizations include, by legal type, around 89,000 non-stock 

corporations, 70,000 cooperatives, 5,000 homeowners associations and 15,000 workers 
organizations and trade unions. Most of non-stock organizations are small; the median size of the 
income and expenditures and assets and liabilities of these non-stocks is around P100,000.00 and 
P750,000.00. Around a third of registered non-stocks are based in Metro Manila, while a fifth are 
based in Central Luzon and Southern Tagalog. On the other hand, 60 percent of registered 
workers organizations are based in Metro Manila.  

 
There were around 70,000 peopleôs organizations registered with government in the late 

1990s, and there is some evidence that this number may have declined at present. NPOs primarily 
assist or are organizations of marginalized sectors and the poor, but there are a significant number 
of non-profits that also advocate the interests of the professional and middle class. 

 

Main Features of the Regulatory Framework: 
 
The 1987 Philippine Constitution recognizes the right to organize non-government 

organizations and peopleôs organizations. There are various laws that govern the operation of 
different types of non-profit organizations, including the Corporation Code, the Cooperative Code, 
and the Labor Code. There are also government agency and local government issuances that 
govern the registration, accreditation and licensing of various non-profit organizations, which is 
required for these organizations to obtain a juridical personality and to participate in public sector-
initiative programs and projects. Most NPOs are tax-exempt. There have also been self-regulation 
initiatives in the NPO sector.  

 

Strengths of the Sector and the Regulatory Framework: 
 
NPOs provide a wide range of services to different sectors of society and have helped in 

institutionalizing many socio-economic policies and enhancing political participation that have 
widened opportunities for many sectors. Regulations have been rated effective to highly effective 
in terms of registration of the different types of NPOs. 

 

Main Risks Identified: 
 
There are five types of risks that have been identified- these include the following:  
 
Á risks that relate to the lack of government resources (limited resources of government 

regulatory agencies, incidental costs of registration for small NPOs is quite large vis-à-vis 
their incomes and assets); 

 
Á risks that relate to lack of information on NPOs (unevenness of information on NPOs, in 

terms of dissemination and availability; lack of detailed data on non-profit organizations; 
lack of distinction between profit and non-profit organizations in some agency databases); 

 
Á risks that relate to political influence in registration and regulation of NPOs (some for-profit 
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institutions are registered as non-profits institutions for tax purposes or as conduit of funds 
of politicians; NPO self regulatory initiatives are subject to political influences); 

 
Á risks that are related to limited awareness of regulations (NPOsô limited awareness about 

the regulatory measures and how they are implemented; differences in perception 
(between government and NPOs, and among NPOs) of óprotectionô that has to be 
undertaken by government regulators); 

 
Á risks that are related to the lack of formal structures for regulation (many non-profits are not 

adequately regulated and supervised; limited formal structures and mechanisms for 
coordination among agencies in dealing with NPO matters). 

 
In addition, some of the NPO risks that were identified are the following: dependence on declining 
grant funding from overseas; intervention of politicians and political groups in NPO decision-
making processes; lack of accountability of NPO and their boards to their stakeholders and the 
general public; human and financial management issues; and the lack of clear outcomes and 
impacts. The causes of these vulnerabilities were attributed to: limited administrative capacity, pre-
occupation with building donor relationships, inactive boards, and lack of clarify of board 
responsibilities and limited influence of non-profit organizations in official development assistance 
planning and programming.  

 

Overall Assessment: 
 
The present regulatory framework in terms of registration and licensing NPOs is very effective; 

and the rules are clear to most organizations. However, there is some debate on the effectiveness 
of rules in the areas of protecting non-profits and mitigating risks; government and non-
government organization representatives in the LAC disagree based on their differing perspectives 
on the clarity of the guidelines issued by the government and the mandate and capacity of the 
government regulators.   

 

Recommendations:  
 
The main recommendations are to enhance coordination of regulatory agencies and develop 

and enhance structures that improve dialogue between NPOs and the government, improve 
proportionality in terms of regulation, develop rules that would enhance formalization of NPOs, and 
improve data quality and dissemination of NPO information. 

 

Which agencies are responsible for implementing recommendations:  
 
The bodies that are responsible for implementing the recommendations in this report are the 

regulatory agencies, especially the primary registering bodies, which are the Securities and 
Exchange Commission, the Cooperatives Development Authority, the Housing and Land Use 
Regulatory Board and the Bureau of Labor Relations. The focal agency identified by the LAC is the 
National Economic and Development Authority, the central planning agency of government, which 
has policy-making powers that can lead the regulatory bodies in implementing many of the listed 
recommendations.  

 

Caveats and Dissenting Views: 
None 
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Introduction

 

Recent years have seen unprecedented interest in the issue of non-government organization (NGO) 

sector legislation and regulation. There are many reasons: the unprecedented growth of the global 

NGO sector; the increasing sophistication of the sector; the growth of multinational NGOs; a more 

complex relationship with government as partner, service provider, critic and rival; and a focus on 

the sector as a potential weak-spot in global anti money laundering and counter terrorist financing 

efforts. These factors put pressure on both governments and NGOs to identify the risks to the NGO 

sector and develop effective regulatory systems to protect and support the NGO sector.  

 

Effective regulation enhances the contribution NGOs can make in a country by promoting good 

governance and accountability within the NGO sector and consequently instilling donor confidence 

and public trust in NGOsô work. Effective regulation promotes a healthy NGO sector, and achieves 

a balance - minimizing the risk of misuse and abuse without stopping the legitimate development 

work of the vast majority of NGOs.  

 

In contrast, poor regulation restricts the NGO sectorôs potential. Regulation that does not allow 

NGOs to work flexibly and respond rapidly to situations may stop vital work - NGOs often provide 

crucial assistance to people in very challenging situations. Most importantly, where countries have 

burdensome and/or unclear rules for NGOs, it is far more likely that donor resources will be driven 

underground and given to unknown and unseen organizations. In other words, introducing 

measures which overly restrict NGO activities may be counter-productive to increasing 

transparency and accountability. 

 

Several papers on governance in the past few years have also noted the importance for NGOs to be 

more accountable to society.  Regulatory frameworks and mechanisms have been set in place to 

ensure such accountability, whereby NGOs are required by law and regulation to provide baseline 

information periodically and to be subjected to supervision and monitoring to guaranty that 

programs and projects are effectively provided to intended beneficiaries.  

 

Recent developments in the global community have focused on promoting self-regulation as the 

best means of ensuring ethical, responsible conduct by NGOs, especially in the wake of terrorism 

and terrorist financing issues.   

 

The European Commission issued guidelines for Member States to coordinate the non-profit sector 

in the context of the fight against terrorism.
7
 This was adopted by the Committee of Ministers on 10 

October 2007 at the 1006th meeting of the Ministersô Deputies.  The EC Guidelines categorically 

provided that ñThe activities of NGOs should be presumed to be lawful in the absence of contrary 

evidenceò and  ñNo external intervention in the running of NGOs should take place unless a serious 

breach of the legal requirements applicable to NGOs has been established or is reasonably 

believed to be imminent.ò 

 

In September 2006, the U.S. Department of the Treasury issued updated Anti-Terrorist Financing 

Guidelines: Voluntary Best Practices for U.S.-based Charities (Guidelines), taking into 

                                                
7See, for example, 

https://wcd.coe.int/ViewDoc.jsp?id=1194609&Site=CM&BackColorInternet=9999CC&BackColorIntranet=FFBB55&

BackColorLogged=FFAC75. Retrieved on  May 6,  2008.  

https://wcd.coe.int/ViewDoc.jsp?id=1194609&Site=CM&BackColorInternet=9999CC&BackColorIntranet=FFBB55&BackColorLogged=FFAC75
https://wcd.coe.int/ViewDoc.jsp?id=1194609&Site=CM&BackColorInternet=9999CC&BackColorIntranet=FFBB55&BackColorLogged=FFAC75
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consideration the comments and suggestions provided by the public to assist the charitable 

community in efforts to safeguard itself from the threat of abuse and exploitation by terrorist 

organizations. The Guidelines urge charities to take a proactive risk-based approach to protecting 

against illicit abuse and are intended to be applied by those charities vulnerable to such abuse in a 

matter that is commensurate with the risks they face and the resources with which they work.
8
 

 

In realization and awareness of the essential contribution made by NGOs to the cultural life and 

social well-being of Philippine civil society, a technical assistance project was provided by the 

Charity Commission of England and Wales through its International Programme, for the conduct of 

an NGO Sector Assessment. 

 

This report documents the findings of the assessment which was undertaken within the period of 

October 2007 to March 2008 pursuant to the pilot testing of an NGO Sector Review Tool 

developed by the Charity Commission of England and Wales.  The history and methodology of the 

Tool are discussed in following chapters of this Report. The Tool is the copyrighted property of the 

International Programme of the Charity Commission for England and Wales. The Charity 

Commission does not charge for the use of the Tool. If you wish to use the Tool in your country, 

please contact the International Programme via the website (www.NGOregnet.org).  

 

The Project has several objectives:  1) to pilot test and assess the Tool; 2) to gather desk-based data 

on the NGO sector; 3) review the existing framework of NGO regulation in the Philippines and 4) 

attempt to establish key risks to the NGO sector. For clarificatory purposes, this study will utilize 

the term ónon-profit organizationô (or NPOs) as the broad definition of non-state agencies in the 

country.  This is due to the fact that the term ónon-government organizationô in the Philippines 

connotes a specific type of organization with volunteer board members or trustees that provides a 

wide range of social and economic development interventions by full-time and mostly paid 

professional workers to primary organizations (Korten, 1990). 

 

The Tool deals with many of the recommendations and requirements of Financial Action Task 

Force (FATF)
9
 Special Recommendation VIII (SR VIII) on Terrorist Financing

10
. However, it has 

not been designed for the specific purpose of ensuring compliance with that recommendation. 

Whilst this Tool may assist in this process, government agencies responsible for ensuring 

compliance with SRVIII should refer directly to FATF or the relevant FATF-Styled Regional Body 

(FSRB)
11

. 
12

 

 

A Local Advisory Committee (LAC) was established to oversee the assessment process in the 

Philippines.  The LAC consisted of five representatives from government and four representatives 

                                                
8 See the United States Treasury Press Release, http://www.ustreas.gov/press/releases/hp122.htm.  Retrieved  May 6, 

2008.  
9 See Glossary for definition of Financial Action Task Force. 
10 FATF SR VII: Countries should review the adequacy of laws and regulations that relate to entities that can be abused 

for the financing of terrorism. Non-profit organizations are particularly vulnerable, and countries should ensure that 

they cannot be misused: 

(i) by terrorist organizations posing as legitimate entities; 

(ii)  to exploit legitimate entities as conduits for terrorist financing, including for the purpose of escaping asset 

freezing measures; and 

(iii)   to conceal or obscure the clandestine diversion of funds intended for legitimate purposes to terrorist 

organizations. 
11 See Glossary for Definition of FSRB. 
12 The Charity Commission NPO Assessment Tool Handbook, page 6. 

http://www.ngoregnet.org/
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from the NPO community ï this cross representation was a vital factor in the implementation of the 

Tool. The LAC membership is as follows: 

 

Name Job Title Organization 

Raquel R. Ascaño Regional Director, 

MIMAROPA (retired) 

Department of Social Welfare and 

Development 

Joey E. Austria Chief, Indigenous 

Community Affairs Division 

Department of Environment and 

Natural Resources 

Ma. Alicia S. Bonoan Director IV, Standards 

Bureau 

Department of Social Welfare and 

Development 

Ma. Oliva Z. Domingo, 

D. P. A. 

Associate Professor National College of Public 

Administration and Governance, 

University of the Philippines 

Marieta P. Hwang Chief, Registration Division Cooperatives Development Authority 

Norman Joseph Q. Jiao Executive Director Association of Foundations 

Sixto Donato C. 

Macasaet 

Executive Director Caucus of Development NGO 

Networks 

Celia Escareal-Sandejas Chief of Staff of the 

Governor on Anti-Money 

Laundering  

Bangko Sentral ng Pilipinas 

Felicidad I. Soledad Executive Director Philippine Council for NGO 

Certification 

 

The Assessment was divided into three main Parts: 

Á Part One: Sector Survey profiled the sector and the risks that affect it, also identifying 

areas where no information is available and further work is needed.  

Á Part Two: Assessment of the Regulatory Framework was an assessment of the 

effectiveness of the current regulatory framework. Effective regulation is broken down into 

six objectives. The objectives were then tested against seven key standards of effective 

regulation. 

Á Part Three: Strategic Issues was an opportunity to consider the broad strategic issues 

impacting upon the effectiveness of sector and the regulatory framework.  

 

For the purposes of this report a non-profit organization has been defined as the following: 

Á an organization of several individuals;  

Á non-governmental, autonomous and self-governing; 

Á freely formed and run by a group of people;  

Á for a purpose which benefits a section of society;  

Á does not distribute a profit to its officers, board or members; 

Á can be either registered or unregistered;  

Á is not a political party nor a microfinance organization; and,  

Á includes cooperatives and religious organizations. 

 

The following pages summarize the main findings of the Assessment and key recommendations 

which need to be taken forward. It has been completed to the best of the LACôs knowledge. This 

study covered the regulation of non-profit organizations being undertaken by the national 

government, through the four óprimaryô regulatory agencies, including the Securities and Exchange 

Commission, the Cooperatives Development Authority, the Housing and Land Use Regulatory 

Board, and the Bureau of Labor Relations, and several ósecondaryô regulatory agencies, such as the 

Department of Social Welfare and Development, the Department of Health, and the Insurance 
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Commission. The Philippine Council for NGO Certification as a self-regulatory mechanism for 

non-profit organizations was also briefly reviewed. 

 

This study acknowledges that there is even a broader section of the non-profit organization sector, 

including peopleôs organizations, except for those registered by the SEC, the Bureau of Labor 

Relations and the Housing and Land Use Regulatory Board, which needs to be understood as these 

were not extensively reviewed in this study. This study also was not able to examine the role of 

local government units in regulating the NPO sector. 

 

The study was approved by the LAC members on July 28, 2008, with their signatures below: 

 

Raquel R. Ascaño      

 

 

Joey E. Austria     

 

 

Ma. Alicia S. Bonoan 

 

 

Ma. Oliva Z. Domingo    

  

 

Marieta P. Hwang 

 

 

Norman Joseph Q. Jiao 

 

 

Sixto Donato C. Macasaet    

 

 

Celia E. Sandejas     

 

 

Felicidad I. Soledad 
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Research Process and Limitations 

 
 

The roots of the project started in February 2006, when representatives of the International Program 

of the Charity Commission of England and Wales (CC), a non-ministerial department in the United 

Kingdom that serves as the regulator and registrar of charities in England and Wales, arrived in the 

Philippines to conduct a Southeast Asian regional workshop on the management of the NPO sector 

with the Department of Social Welfare and Development as Convenor. The workshop was held in 

Antipolo.  

 

In June 2006, upon invitation of the CC, Securities and Exchange Commission Chairperson Fe B. 

Barin and Atty. Celia E. Sandejas, formerly Chief of Staff of SEC Chairperson Lilia R. Bautista 

and currently Chief of Staff on Anti-Money Laundering of the Bangko Sentral ng Pilipinas (BSP) 

Governor Amando M. Tetangco, Jr. (Chairman, Anti-Money Laundering Council) visited the CC 

offices in London.  It was agreed during the meeting that the CC officials would conduct another 

workshop in Manila after the Asia-Pacific Groupôs Plenary Meeting in July 2006 with the SEC as 

Convenor. The workshop was attended by Philippine representatives from government and non-

government sectors, who proposed several recommendations to improve the regulatory 

environment of NPOs.  

 

In September 2006, the CC undertook a second regional workshop in Hongkong, where discussions 

were held on each participating countryôs government regulations on registration, supervision and 

monitoring of NPOs, as well as identification, investigation and prevention of misuse and abuse 

and the processes of dealing with such misuse and abuse.  

 

Pursuant to the recommendation of the Philippine delegation, in January 2007, SEC Chairperson Fe 

B. Barin agreed to convene a Technical Working Group (TWG) to formulate Terms of Reference 

seeking technical assistance from the CC for the conduct of an NPO Sector Assessment. The CC 

agreed to provide technical assistance and conceptualized the Tool that was used in this project.  

The Tool was developed with the assistance of an advisory group made up of expert representatives 

from the NPO sector, government, donor and inter-governmental communities. Funding was 

provided by the International Monetary Fund and the Foreign and Commonwealth Office (the 

foreign affairs ministry in the UK government). 

 

The CC entered into an agreement with the Caucus of Development NGO Networks (CODE-NGO) 

in September 2007, for the latter to be its partner in undertaking the project to pilot test and 

evaluate the Tool.  CODE-NGO was chosen by the CC because as stated in the Tool, ñNGOs have 

greater access to other NGOs than governments. They have a much wider reach ï geographically, 

their networks meet many different levels from the very local to the international, and with many 

different kinds of people. The NGO sector will therefore have a different way of engaging with 

society to that of the regulator and therefore they will have access to different information than 

government and access to a much wider network of NGOs.ò 

 

Thereafter, the Local Advisory Committee (LAC) was created to help CODE-NGO in the 

assessment and Tool evaluation process.  The representatives from the government were chosen 

and invited by the CC based on their participation at the Regional Conferences in Antipolo 

(February 2006) and Hongkong (September 2006), at the special workshop held at Pasig City (July 

2008) and their membership in the Technical Working Group that formulated the terms of reference 

for technical assistance. The representatives from the NPO sector were chosen and invited by 
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CODE-NGO based on their experience and active involvement in NPO affairs and activities.  A 

Project Management Team acted as the Secretariat, gathered and analyzed data on NPOs from 

government agencies and NPO databases and from secondary sources, as well as existing laws and 

regulations on NPOs, and drafted the reports.  

 

The Tool methodology is broken down into four parts.  

 

A. Part One: Sector Survey  

 

Part One is a desk-based survey of the NPO sector to gather information on the size and nature 

of the NPO sector and the major risks that affect it, or are perceived to affect it. It provides a 

framework for identifying and recording the key information on the NPO sector. It also 

identifies areas where no information is available or is outdated and helps establish where 

further work may be needed. 

 

There are 4 stages to Part One: 

 
Stage Scope Activitie s 

1 Survey Scope or 

Scope of the Study 

The LAC agrees on the scope of the survey or study and 

determines what organizations within the country fall within 

the definition of NPO. 

2 Resource 

Management 

The LAC develops a plan for implementing the Sector 

Survey/Study plan. The plan includes the allocation of 

resources, methods for obtaining information, a timetable 

and review and oversight procedures.   

3 Research Research begins to obtain information on the profile of the 

sector and the major risks that affect it. The information that 

needs to be collected is set out in the Sector Survey 
Questions. The results from the survey are entered into the 

Sector Survey spreadsheet 

4 Report The results are presented to the LAC. The LAC considers the 

results and notes any caveats, concerns or comments. The 
LAC completes the Sector Survey Summary Report. 

 

The desk-based survey included data on the following: 

 

 number and income of NPOs, including overseas income; risk/ abuse profile including 

vulnerabilities and nature, purpose, causes and perception of abuse (first priority 

according to the CC tool); 

 profile of NPOs by size, legal type, activity, donors and funders, income types, 

beneficiary and expenditures (second priority); 

 profile of NPOs by geographical location, membership size, and óinvisibleô income 

(third priority). 

 

The desk-based survey was undertaken by the project manager, Randy Tuaño, and the project 

research assistant, Josephine Tria, who collated several books and journals and statistical 

information available from the regulatory agencies and other publications to complete this step 

of the report. A survey was also undertaken for a small sample of SEC registered organizations.  

It had envisioned that the information collected will be of interest to a wide range of 

stakeholders. As well as being of general interest, it would provide specific information which 

should help policy makers when considering laws and regulations for the NPO sector.  
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In order to make allowances for capacity and capability in conducting the desk-based survey, 

the information collated by the profile is divided into a hierarchy of three different priority 

levels. Priority one data (number and total income, including those from overseas) is the most 

important information to be gathered, and up to 75% of resources should be allocated to 

obtaining this information to a good degree of confidence. Priority two information includes 

data on NPO activities, beneficiaries, sources of income and expenditures. The least essential 

information is priority three, and not every country will gather this information. However, 

during the collation of the data, all data containing all three levels of confidence were included 

in this Report.  

 

In order to make a judgment on each source of information and how this might impact the 

result, the sources were classified into primary and secondary, whether the information is based 

on fact or anecdote or whether it is verified. The list of references for this Report is included in 

the Appendix. 

 

B. Part Two: Assessment of the Regulatory Framework  

 

Part Two assesses the effectiveness of the regulation framework and describes the totality of 

laws, regulations, systems, processes and activities which are designed to regulate the NPO 

sector.  

 

The regulation framework is made up of six specific regulatory objectives: Establishing NPOs; 

Identifying NPOs; Identifying Concerns; Investigating Concerns; Protecting NPOs; and 

Mitigating Risk.  Each óobjectiveô is designed to achieve a specific goal.  

 

Part Two provides indicators to help assess how well these laws and regulations achieve the 

regulatory objectives.  These indicators are:  Well communicated, Fair, Proportionate, Feasible 

and Realistic, Context, Efficient and Enabling. 

 

Part Two is divided into five (5) stages.  

 
Stage Scope Activities 

1 The Assessment 

Plan and Team 

The LAC identifies the Assessment Team and develops an assessment 

plan. The plan should identify the laws, regulations, policies, 

regulatory agencies and organizations that will be subject to review. 
The plan should also establish the allocation of resources for the 

assessment, and provide such further clarifications and restrictions as 

are necessary.   

2 The Assessment 
Approach 

Assessment Team members should discuss and clarify the assessment 
plan and agree a common approach.  

3 Paper Reviews The first part of the review process is the paper review. Assessment 

team members should undertake a desk-based review of all relevant 
laws and regulations.  

4 Review Visits The second part of the review process is the review visit to the 

agencies and NPOs. 

5 Assessment 
Meetings 

Part Two concludes with a meeting of all Assessment Team members 
and the LAC. The meeting will use the information gathered to assess 

each regulatory objective as a whole, using the seven regulatory 

standards to assess how effectively it is being implemented. A 

regulatory score and comments for each objective will be agreed and 
recorded. 
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The LAC members took turns in interviewing government and non-government informants. 

More than 35 persons were interviewed from 20 government agencies and NPO organizations 

in Metro Manila, Cebu and Davao. Of the government agencies, four were the primary 

registration authorities for NPOs:  the Securities and Exchange Commission (SEC), the 

Cooperative Development Authority (CDA), the Housing and Land Use Regulatory Board 

(HLURB) and the Department of Labor and Employment (DOLE).  The other government 

agencies were the secondary registration, licensing or accreditation authorities for NPOs: the 

Department of Social Welfare and Development (DSWD), the Department of Health (DOH) 

and the Insurance Commission (IC).  An NPO certification body, the Philippine Council for 

NGO Certification (PCNC), was also briefly reviewed. CC representatives, Ben Evans and 

Sarah Jane Digby, arrived from London to join the LAC members in conducting the interviews 

in Metro Manila, Cebu and Davao and observed the assessment process, which was undertaken 

for a period of two weeks, from January 14 to 25, 2008 although several interviews were also 

undertaken outside of these dates. 

 

There are four effectiveness assessment ratings coded according to color:  Effective (Green), 

Mostly Effective (Yellow), partially Effective (Orange) and Not Effective (Red). These were 

utilized in the assessment of whether the Philippine government in general was able to achieve 

the regulatory objectives set in the manual.  

 

C. Part Three: Strategic Issues  

 

Strategic issues are the broad issues which impact on the effectiveness of the regulatory 

framework. Part Three takes these issues one level higher and encourages discussion and 

brainstorming at a more strategic level.  

 
Stage Scope Activities 

1 Considers Keys 

Risks and Issues 

The LAC takes the information it already has on the sector and 

the regulatory framework and considers what factors (risks and 

wider issues) might prevent the overall system from working; 

2 Identification of 

Key Risks and 

Issues 

A tool is provided which will help the LAC identify these 

risks. The use of the ñFive ñWhysò or the Problem Tree is 

recommended as a useful tool to aid discussion. 

3 Prioritization of 
Key Risks and 

Issues 

The issues are then prioritized terms of impact and 
significance and probability of occurrence ï classifying them 

according to high, medium or low ï and plotting them in a risk 

matrix to help determine how significant the problems are and 
what kind of action might be necessary. The closer the issue or 

risk is to óhigh probabilityô and óhigh impactô the greater the 

need for immediate action.  

4 Strategizing to 
overcome Key 

Risks and Issues 

Thereafter, strategies need to be considered following a Tool 
Template on how these key risks and issues can be overcome. 

 

The results of Parts 1 and 2 were collated and discussed in full during a workshop conducted in 

Tagaytay City on January 24 and 25, 2008, which finalized the assessments of individual 

regulatory agencies including the four primary NPO registration agencies (the SEC, the CDA, 

Bureau of Labor Relations, and the Housing and Land Use Regulatory Board) and three 

secondary registration agencies (the DSWD, the Insurance Commission and the Department of 

Health).  
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The assessment of the NPO regulatory environment was undertaken in a collective way among 

government and NPO representatives of the LAC. Key strategic risks in the regulatory 

environment and their root causes were also identified, and a preliminary assessment of the 

regulatory tool was undertaken.  

 

Two LAC meetings on February 15 and 29, 2008, were undertaken after the Tagaytay 

workshop. During these meetings, the LAC identified key regulatory issues were finalized and 

then prioritized. A probability score (high, medium, low) was assigned to each of the issues. 

The issues were then plotted against a risk matrix. The second of the two meetings focused on 

finalizing the strategies to mitigate the risks.  

 

Although not a requirement under the Tool, the LAC decided to hold a workshop to validate the 

results and findings of the assessments.  The validation workshop was conducted on March 28, 

2008, in Pasig City, with around thirty participants coming from both government and non-

profit organization sectors. The results of the workshop validated the assessments of specific 

regulatory agencies made by the LAC, and the list of risks and vulnerabilities and the 

interventions to reduce the impacts of these risks were also developed by the LAC in 

consultation with the workshop participants. The results of the workshop were utilized to 

modify certain parts of this Report.  

 

D. Part Four:  The Final Report 

 

Part Four is the Final Report. The Final Report is the ultimate outcome of the Assessment. It 

summarizes the results from Parts One, Two and Three and identifies the main features of the 

sector, the main risks and recommends priority steps for the future. The LAC undertook 

meetings in April and then in July, 2008, to finalize this report. 

 

 

Not all secondary registration and licensing/accreditation agencies were covered in this study. 

Letter-requests were sent by CODE-NGO to other agencies but, due to the short time frame of the 

project and the non-availability of interviewees within the schedules for interviews requested by the 

LAC, the requests were not accommodated. Other than the fact that Metro Manila, Cebu and Davao 

were among the biggest urban centers (and represent the major island regions) in the country, cost 

considerations and time constraints were also major factors in choosing the branch and regional 

offices of SEC, CDA and DSWD located in these cities for the interview part of this project.   
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Profile of NPO Sector 

 

I.  INTRODUCTION  

 

This section provides a brief overview of the non-profit organization (NPO) sector in the 

Philippines. The data includes the estimated number of NPOs, estimated total income/ funds, as 

well as funds from overseas, and a profile of the sector using the following level of disaggregation: 

 

Á by legal type, size, and activity; 

Á by profile of funders/donors, and types of income;  

Á by beneficiary profile;  

Á by expenditure profile. 

 

NPOs as defined by the LAC includes both registered and unregistered organizations, and are 

limited to those who do not distribute their profits to their members, plus cooperatives which 

distribute ñsurplusò to its members, who are their main customers or beneficiaries. Thus, NPOs 

refer to all non-stock and non-profit organizations, cooperatives, labor unions, mutual benefit 

organizations, social development groups and peopleôs organizations, and other types of 

organizations not explicitly affiliated with any government entity. Religious and indigenous groups 

are also included but not political parties and microfinance organizations.  
 

II.  SOURCES OF DATA 

 

This data will be presented using the different NPOs, by their legal type: 

 

A. NPOs in general. Unfortunately, there is very scant recent quantitative evidence on 

NPOs.  Published results of surveys that were consulted, including Racelis (2002) and 

Barlis- Francisco (2002), both derived from the Johns Hopkins - University of the 

Philippines Comparative Nonprofit Sector Project study undertaken in the 1997-1999 

period. Data on development NGOs, or the section of the NPO sector that are engaged 

in social development activities, both registered and unregistered, was taken from the 

Association of Foundations (2001), while those of peopleôs organizations were derived 

from Buendia (2005). 

 

B. Non-stock, non-profit corporations : The data for this section was gathered from the 

Securities and Exchange Commission data as of March 15, 2008.  The data included the 

estimated number of non-stock corporations by their regional location, industrial code 

and nature of organization. A smaller sample of 885 organizations was also examined 

by the research team for specific data including number of officers and trustees, staff 

and members, income and expenditures and assets and liabilities.  

 

C. Cooperatives: The data is exclusively derived from the annual reports of the 

Cooperatives Development Authority for 2006 to 2008.  

 

D. Homeowners associations: The data is derived from the Housing and Land Use 

Regulatory Board National Capital Region data. 

 

E. Trade unions: The data is derived from the Bureau of Labor Relations (BLR), which 

provided a list of data on basic labor statistics, including the number of workers 
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organizations and trade unions and their membership, the number of collective 

bargaining agreements and the number of covered workers. A detailed list of both 

independent unions and local affiliations of trade union federations was also provided 

by the BLR. 

 

III.  DISCUSSION OF SECTORAL PROFILE 

 

A. Non-Profit Organizations in General 

 

Size. The last estimate of the total number of non-profit organizations was made in 1997; according 

to Cariño (2002), this number range from a low of 249,000 to a maximum size of 497,000 (see 

Table 1 for more details on the estimated number of registered non-stocks, cooperatives, non-

government organizations, accredited peopleôs organizations and other peopleôs organizations). 

 
Table 1. Number of non-profit  organizations, 1997, in thousands 

Type of non-profit organization  Low estimate High estimate 

Registered non-stock, non-profit corporation 21 75 

Cooperatives 25 41 

Non-government organizations 34 68 

Accredited people's organizations 109 114 

Other people's organizations 60 199 

Total size 249 497 
Source: Cariño (2002). 

 

Income size. It has been estimated by Racelis (2002) that the non-profit sector has a total income 

size of P 6.2 billion pesos to P 69.4 billion in 1997 prices with a mean of P 36.5 billion (see Table 2 

on total estimated expenditures of non-profit organizations). This has been estimated from various 

sources including an approximation of the proportion of personal consumption expenditure spent 

on non-profit organizations and on a four-city survey of non-profit organizations. Using the 

weighted SEC-registered non-profit estimate of expenditures, the estimated revenues of the non-

profit sector is around P 40.8 billion (or 1.7 percent of the countryôs gross domestic product). 

 
 Table 2. Total expenditures of non-profit organizations, 1997, in millions of pesos 

Estimation method Expenditures 

Percent of 

GDP 

Non-profit institution serving household (NPISH) estimate  6,167 0.25 

NPISH plus non-profit schools, hospitals and electric cooperatives 25,187 1.04 

Four-city survey estimate 20,930 0.86 

Four-city survey estimate with SEC raising factor 69,409 2.86 

Weighted SEC-registered non-profit estimate 36,497 1.50 
Source: Racelis (2002). 

  

Sources of income. Barlis-Francisco (2002) using a survey from Makati non-profit organizations 

in 1997 showed that a large percentage of the incomes of development and housing organizations, 

business,  professional organizations, and unions, are derived from membership dues, endowments 

and investments are also significant sources of income of business and professional organizations. 

On the other hand, education and research organizations derived more than three-quarters of their 

incomes from enterprise-based (or service) fees. 
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Table 3. Source of income of Makati non-profit organizations, 1997,  

percent of total income, except for total revenues  

Revenue sources  

Development 

and housing 

organizations 

Business, 

professional 

organizations, 

unions 

Education 

and research 

organizations 

Government grants and contracts 0.4 0.0 10.2 

Private donations 8.3 8.8 2.7 

Transfers from parent organizations 0.2 0.4 0.0 

Economic enterprise-based fees 4.6 8.6 78.3 

Membership dues 85.0 61.3 0.0 

Endowments/ investments 1.6 20.9 8.7 

Total revenues (nominal pesos) 85,724,859 33,801,885 294,006,935 
Source: Barlis-Francisco (2002). 

 

On the other hand, Racelis (2002) estimated the distribution of sources of non-profit sector revenue 

by the International Classification of Non-Profit Organization (ICNPO) category. ICNPO is the 

system of categorization adopted by the United Nations to denote the different types of non-profit 

organizations. Table 4 shows the source of income by different types of non-government 

organizations. Enterprise-based fees dominate the income of education and research groups and 

health groups. Government fees comprise a majority of income of groups involved in law, 

advocacy and politics and social services. Philanthropic intermediaries receive a significant 

percentage of their incomes from private transfers. Membership dues provide two-thirds of incomes 

of environment groups and business associations and trade unions, while half of the incomes of 

culture and recreation groups are derived from investment earnings. 

 
Table 4. Source of income of different types of non-profit organizations, 1997, percent of total income, 

by ICNPO group 

ICNPO group Government 
Private 
transfers 

Transfers 

from private 
organizations 

Enterprise-
based fees 

Membership 
dues 

Investment 
earnings 

Culture and recreation 2.8 1.3 1.5 40.7 3.8 49.9 

Education and research 0.6 0.5 0.4 94.6 0.0 3.9 

Health 12.9 9.2 30.5 44.5 2.5 0.4 

Social services 11.5 56.3 14.3 6.7 6.6 4.6 

Environment 10.7 25.3 0.0 0.0 64.0 0.0 

Devt. and housing 8.2 1.6 0.1 22.7 39.1 28.2 

Law, advocacy and 

politics 58.3 35.7 1.6 0.0 4.2 0.3 

Philanthropic 
Intermediaries 12.2 56.1 14.8 0.8 0.5 15.6 

International  0.0 0.0 100.0 0.0 0.0 0.0 

Religions 0.0 31.8 49.4 0.7 18.2 0.0 

Business associations, 
unions 10.1 7.3 0.0 13.0 62.5 7.0 

Not classified 0.0 0.0 0.0 0.0 0.0 0.0 

All groups 9.6 14.6 3.9 43.5 10.3 18.1 
Note: For more information on the International Classification of Non-Profit Organization system, see the United Nations Handbook 
on Non-Profit Institutions in the System of National Accounts http://unstats.un.org/unsd/publication/SeriesF/SeriesF_91E.pdf.   
Source: Racelis (2002). 

 

Expenditure profile . Barlis-Francisco (2002), from their survey of non-profit organizations in 

Makati, estimated that more than a third of expenditures are spent on operating expenses, while 

http://unstats.un.org/unsd/publication/SeriesF/SeriesF_91E.pdf
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administrative expenses take up more than forty percent of business and professional organizations 

and trade unions and education and research organizations. Table 5 shows the expenditures of non-

profit organizations in 1997.  

 
      Table 5. Expenditures of non-profit organizations, 1997,  

       by percent of spending (except for total revenues which is in nominal figures) 

Expenditure items 

Development 

and housing 

organizations 

Business, 

professional 

organizations, 

unions 

Education 

and research 

organizations 

Programs and Projects 23.5 9.9 10.1 

Administrative 19.4 42.9 47.9 

Transfers to other organizations 6.0 0.0 2.3 

Operating expenses 36.4 36.7 38.1 

Capital expenditures 3.4 0.4 1.6 

Others 11.4 10.1 0.0 

Total revenues (in nominal pesos) 29,542,934 106,128,235 12,290,863 
       Source: Barlis-Francisco (2002). 

 

Sectoral clientele. Barlis-Francisco (2002) estimated that almost half of the clientele of non-profit 

organizations are the members of these organizations. One-fifth of the beneficiaries, on the other 

hand, are classified as óthe poorô, while more than 16 percent are middle class. Table 6 below show 

the beneficiaries of non-profit organizations in selected cities.  
 

Table 6. Beneficiaries of non-profit organizations in selected cities, 1997,  

by proportion of beneficiary 

Beneficiary type Davao Iloilo  Makati  Mean 

Members 56 22 52 45 

Others         

- Social welfare groups 9 8 9 9 

- 'The poor' 18 32 12 19 

- Middle class 12 24 14 16 

- Institutions 1 5 4 3 

- The public 3 9 5 7 

Organizations 414 207 246 867 
Source: Barlis-Francisco (2002). 

 

Invisible Income/ Volunteers. Racelis (2002) estimated that there are more than 600,000 

volunteers that work in non-profit organizations; this is the full-time equivalent of 195,532 

workers. Table 7 show the estimated number of volunteers and the full-time equivalent of these 

volunteers for 1997.  
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Table 7. Estimated number of volunteers & full -time equivalent, 1997, by ICNPO classification 

ICNPO group 
Estimated number 
of volunteers 

Full-time 
equivalent 

Culture and recreation 241,402            53,032  

Education and research 12,085             5,619  

Health 18,080             7,550  

Social services 24,151             5,537  

Environment 2,676                268  

Development and housing 107,969            23,148  

Law, advocacy and politics 2,268                661  

Philanthropic Intermediaries 1,169                462  

International  503                  25  

Religions 24,361            10,796  

Business associations, unions 193,535            78,566  

Not classified NA  NA  

All groups 630,696          195,532  
Source: Racelis (2002). 

 

In sum, there are numerous NPOs in the Philippines, reaching more than half a million by the mid 

to late 1990s. Their total economic contribution reached more than one percent of gross national 

product. A significant number of these NPOs rely on earned fees and investment earnings, which 

are used for administrative expenses. A significant proportion of NPO beneficiaries are their own 

members rather than poor groups.  

 

i. Non-government organizations 

 

Non-government organizations (NGOs) are defined as intermediary agencies and organizations that 

operate with a full-time staff complement and provide a wide range of services to primary 

organizations. The data on NGOs are taken from the 2001 Association of Foundations (AF) - 

Caucus of Development NGO Networks (CODE-NGO) survey of development NGOs, which was 

published in 2002; around 732 non-government organizations participated in the survey.  

 

Size profile; total income and funds. It has been estimated by the AF-CODE-NGO survey that the 

total income of the NGO sector is P 12.3 billion. Around 38 percent of the income, or around P 4.2 

billion, are sourced from grants from foreign foundations, and bilateral and multilateral institutions. 

 

Sources of income. The 2001 AF ï CODE-NGO survey showed that a significant percent of 

income of development NGOs are sourced from foreign foundations and bilateral grants. Donations 

ranged from 16 to 19 percent of NGO revenues while earned (or service) fees also comprise around 

15 to 17 percent of total NGO income. Table 8 shows the sources of revenues of selected 

development NGOs. 
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Table 8. Sources of revenues of selected development NGOs, by type, 1997- 1999  

Sources of Funds 1997 1998 1999 

Membership Fees 1.8% 1.7% 2.0% 

Earned Fees 17.3% 16.2% 15.4% 

Bilateral Grants 5.7% 10.1% 10.3% 

Multilateral Grants 2.2% 2.0% 3.0% 

Foreign Foundation Grants 21.1% 23.4% 24.5% 

Local Private Grants 4.0% 3.0% 2.8% 

Church Grants 2.6% 3.0% 3.2% 

Government Grants 3.7% 3.4% 4.3% 

Endowment 8.5% 7.7% 7.3% 

Loans from Government 0.1% 0.2% 0.0% 

Loans from Conduits 0.1% 0.2% 1.1% 

Loans from Private Sector 0.1% 0.0% 0.3% 

Fundraising Programs 0.8% 0.9% 0.1% 

Donations 19.9% 19.2% 16.1% 

Other Income 11.8% 9.0% 8.7% 
Source: Association of Foundations (2002). 

 

Beneficiary profile. A majority of non-government organizations provide services for youth and 

children (56.9 percent of respondents) and women (53.4 percent); around a third assists peasants 

(34.5 percent), urban poor (32.9 percent), indigenous peoples (29.9 percent) and fisherfolk (29.1 

percent). On a small percent of development NGOs in the survey assist veterans and persons with 

disabilities. 

 
Table 9. Clientele of selected development NGOs, by type, 1999 

Sectoral clientele Percent 

Youth and Children 56.9 

Women 53.4 

Peasants 34.5 

Urban Poor 32.9 

Indigenous Peoples 29.9 

Fisherfolk 29.1 

Victims of Calamities and Disasters 16.9 

Labor 13.2 

Elderly 11.1 

Persons with Disability 7.2 

Veterans 3.3 
Source: Association of Foundations (2002). 

 

Geographical profile. According to the AF- CODE-NGO survey, besides the National Capital 

Region, almost one in ten (9.2 percent) of respondents are located in Region 11 (Southern 

Mindanao) and almost one in twelve (7.9 percent) have main offices located in Region 6 (Western 

Visayas). More than one in twenty each are located in Region 4 (Southern Tagalog) (5.6 percent) 

and Region 5 (Bicol Region) (5.2 percent). The regions with the least number of respondents 

having offices in their areas are Region 1 (Ilocos) (0.7 percent), Region 2 (Cagayan Valley) (0.8 

percent) and Region 12 (Central Mindanao) (1.6 percent).  

 

Based on the survey, the number of NGOs in provinces with large urban centers is quite high. In 

Luzon, respondents are located in Albay, Camarines Sur (Naga), Benguet (Baguio) and Palawan. A 

majority of those located in Mindanao are in Davao del Sur (Davao), Misamis Oriental (Cagayan 

de Oro) and Zamboanga del Sur (Zamboanga), and in the Visayas, Cebu, Iloilo and Negros 

Occidental (Bacolod). 
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Table 10. Regional location of selected development NGOs, by type, 1999 

Region Percent 
Ilocos 0.7 

Cagayan Valley 0.8 

Central Luzon 1.3 

Southern Tagalog 5.6 

Bicol 5.2 

Western Visayas 7.9 

Central Visayas 4.6 

Eastern Visayas 2.2 

Western Mindanao 2.6 

Northern Mindanao 3.1 

Southern Mindanao  9.2 

Central Mindanao 1.6 

Cordillera Administrative Region 3.8 

National Capital Region 21.2 

CARAGA 1.8 

Autonomous Region for Muslim Mindanao  1.4 
Source: Association of Foundations (2002). 

 

NGOs, in summary, locate their main office in urban areas, provide services mainly for socially-

marginalized groups such as women and children, and were dependent on foreign foundation grants 

and earned fees. 

 

ii. Peopleôs organizations (POs).  

 

POs are membership-based organizations formed largely on a voluntary basis (occasionally having 

full -time staff) function as community-sector, or issue-based primary groups at the grassroots (e.g. 

trade unions, environmental advocacy groups, peasant groups.). 

 

According to Buendia (2005), there are a total of 70,306 peopleôs organizations in the Philippines 

in the late 1990s; in his count, he included cooperatives and trade unions as part of the universe of 

peopleôs organizations. Table 11 below shows the breakdown of the number by type of 

organizations. Based on the recent report of some government agencies, there has been a decline in 

the number of these organizations. 
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Table 11. Number of peopleôs organizations, by type  

Type Buendia 

(2005) 

Year Latest Year Source 

Rural workers' organizations          

14,039  

 

1999 

    

12,187  

 

2006 

Department of Labor and 

Employment 

Agrarian reform beneficiaries 

associations 

             

2,464  

 

1999 

 

na 

   

Fisherfolk organizations              

2,205  

 

1999 

 

na 

  

Indigenous people's councils              

1,607  

 

1999 

 

na 

  

Urban poor organizations              

3,524  

 

1999 

    

11,794  

 

2007 

Presidential Commission 

on the Urban Poor 

Rural improvement clubs              

9,326  

 

1987 

   

  8,857  

 

2007 

Department of Agriculture 

Working women's organizations              
7,257  

 
1999 

 
na 

  

Agrarian reform beneficiaries 

women's organizations 

             

1,714  

 

1999 

 

na 

  

Working youth organizations              
1,474  

 
1999 

 
na 

  

4-H clubs              

4,303  

 

1999 

     

 3,189  

 

2007 

Department of Agriculture 

Senior citizens' associations            
22,393  

 
1999 

 
na 

  

 

Total  

           

70,306  

  

na 

  

Note: The year in the third column shows the period in which the number of POs was based, according to the primary sources of 
Buendia (2005). Data in the fourth to sixth columns provides a brief update on the data obtained by this research study.  
Source: Buendia (2005), Presidential Commission on the Urban Poor (2007), Department of Agriculture (2007). 
 

 

B. Registered Non-Stock, Non-Profit Organizations.  

 

Non-stock, non-profit corporations are defined under Section 87 of Batas Pambansa 68 or the 

Corporation Code of the Philippines, which states: ñxxx a non-stock corporation is one where no 

part of its income is distributable as dividends to its members, trustees, or officers, xxx, Provided, 

That any profit which a non-stock corporation may obtain as an incident to its operations shall, 

whenever necessary or proper, be used for the furtherance of the purpose or purposes for which the 

corporation was organized.  There are a total of 76,512 non-stock, non-profit corporations in the 

Philippines, as of March 15, 2008, from data provided by the Securities and Exchange 

Commission. Around 51,363 non-stocks (or 67.1 percent) have been registered from 2001 to 2008, 

while the rest were registered from 1936 to 2000. 
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Table 12. Regional location of registered non-stock, non-profit organizations,  

as of March 15, 2008 

REGION Old New Total Percent 

Ilocos 1526 1841 3367 4.4% 

Cagayan Valley 419 1156 1575 2.1% 

Central Luzon 2113 5186 7299 9.5% 

Southern Tagalog 3938 10822 14760 19.3% 

Bicol 780 1581 2361 3.1% 

Western Visayas 1253 2162 3415 4.5% 

Central Visayas 1043 1896 2939 3.8% 

Eastern Visayas 311 630 941 1.2% 

Zamboanga Peninsula 502 783 1285 1.7% 

Northern Mindanao 701 690 1391 1.8% 

Davao Region 1478 2780 4258 5.6% 

Socksargen 224 180 404 0.5% 

Metro Manila 8163 18545 26708 34.9% 

CAR 890 1356 2246 2.9% 

ARMM 220 434 654 0.9% 

CARAGA 408 522 930 1.2% 

Not specified 1180 799 1979 2.6% 

Grand Total 25149 51363 76512 100.0% 
Note: Old organizations refer to those that were registered from 1936 to 2000, while new organizations were those registered 

from 2001 to 2008. 
Source of basic data: Securities and Exchange Commission (2008). 

 

A large proportion of those registered are óother membership organizationsô which comprise more 

than 40 percent of registered non-stocks. Twelve percent of those registered are óactivities of trade 

unions and workers organizationsô, ten percent are activities of óreligious organizationsô, while 

eight percent are business and employers organizations. See Table 13 below for the industrial 

classification of the non-stock corporations.   
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Table 13. Industrial classification of registered non-stock, non-profit orga nizations,  

as of March 15, 2008 

Industrial classification Old New Total Percent 

Organizations involved in real estate activities 268 170 438 0.6% 

Organizations involved in research and experimental 

development 79 1 80 0.1% 

Miscellaneous business activities 3 681 684 0.9% 

Public technical and vocational post-secondary non-degree 109 2 111 0.1% 

Private pre-school education 1235 1002 2237 2.9% 

Private elementary education 324 1981 2305 3.0% 

Private general secondary education 178 209 387 0.5% 

Private technical and vocational post-secondary non-degree 63 739 802 1.0% 

Private higher education 206 348 554 0.7% 

Activities of business and employers organizations 3904 2147 6051 7.9% 

Activities of professional organizations 849 970 1819 2.4% 

Activities of trade unions 2469 6700 9169 12.0% 

Activities of other membership organizations 117 25 142 0.2% 

Activities of religious organizations 2201 5232 7433 9.7% 

Activities of political organizations 1001 3 1004 1.3% 

Activities of other membership organizations, n. e. c.  10352 21501 31853 41.6% 

Sports associations 217 1 218 0.3% 

Organizations involved in other recreational activities 81 1 82 0.1% 

Organizations involved in other amusement and recreational 
activities, n. e. c.  162 1 163 0.2% 

Miscellaneous service activities, n.e.c.  4 886 890 1.2% 

Others 1316 1004 2320 3.0% 

Not classified  11 7759 7770 10.2% 

Total 25149 51363 76512 100.0% 
Note: Others are those other organizations that cannot be classified as one of the categories listed above. See Appendix for definition 
of the classifications.  
Source of basic data: Securities and Exchange Commission (2008). 

 

i. Sample data set from SEC database 

 

Number. A sample of 885 non-profit organizations was taken from the full list of 82,356 

organizations to check for data that can be obtained from the respective groupôs general 

information sheet and audited financial statement. Of the 885 organizations, 355 or 42.5 percent, 

were registered from 1936 to 2000, while 480 or 57.5 percent, were registered from 2001 to 2007. 

 

Geographical location. A significant proportion of non-profit organizations that were registered 

originated from Metro Manila (36.6 percent). This ratio did not change significantly between the 

two time periods (1936 to 2000 and after 2000). Southern Tagalog had the next highest proportion 

at 17.8 percent. But the ratio of registered organizations was smaller in the period after 2000, 

compared to before 2000. The increase in the proportion of registered organizations in the post-

2000 period were recorded for the Ilocos, Cagayan Valley, Western and Central Visayas, Western, 

Southern and Central Mindanao, CARAGA, Cordilleras Administrative Region (CAR) and the 

Autonomous Region for Muslim Mindanao (ARMM). See Table 14 below for the regional location 

of sample non-stocks.  
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 Table 14. Sample number of non-stock corporations, by region and year of registration, 2008 

 

Region 

Registered between 

1936 to 2000 

Registered from  

2001 to 2007 

Total registered with 

the SEC 

Number Percent Number Percent Total Percent 

NCR 125 35.2% 181 37.7% 306 36.6% 

Ilocos 22 6.2% 14 2.9% 36 4.3% 

Cagayan Valley 13 3.7% 4 0.8% 17 2.0% 

Central Luzon  25 7.0% 55 11.5% 80 9.6% 

Southern Tagalog 42 11.8% 107 22.3% 149 17.8% 

Bicol 11 3.1% 16 3.3% 27 3.2% 

Western Visayas 18 5.1% 19 4.0% 37 4.4% 

Central Visayas 21 5.9% 11 2.3% 32 3.8% 

Eastern Visayas 2 0.6% 7 1.5% 9 1.1% 

Western Mindanao 7 2.0% 8 1.7% 15 1.8% 

Northern Mindanao 6 1.7% 9 1.9% 15 1.8% 

Southern Mindanao 21 5.9% 18 3.8% 39 4.7% 

Central Mindanao 15 4.2% 11 2.3% 26 3.1% 

CARAGA 5 1.4% 2 0.4% 7 0.8% 

CAR 16 4.5% 15 3.1% 31 3.7% 

ARMM 6 1.7% 3 0.6% 9 1.1% 

Total 355 100.0% 480 100.0% 835 100.0% 
Source of basic data: Securities and Exchange Commission (2008). 

 

The offices of most of the registered organizations are located in cities. 233 (or 65.6 percent) of the 

355 organizations registered until 2000, and 298 (or 62.0 percent) of the 480 organizations 

registered after 2000 had their main offices in cities.  

 

Availability of General Information S heets and Audited Financial Statements. Table 15 below 

shows the number of sample non-profit organizations with general information sheets (or GIS in 

the second column) and audited financial statements (or AFS in the fourth column). The 

availability of GIS and AFS data for the years 2001 to 2007 was checked in the I-View. Of the 

sample organizations registered from 1936 to 2000, 177 (or 46.6 percent of 1936- 2000 registered 

organizations in the sample) have submitted at least one year of GIS data, while of those registered 

from 2001 to 2007, 56 (or 11.1 percent of 2001- 2007 registered organizations in the sample) have 

provided at least one year of their GIS data.  

 

A slightly smaller percentage of organizations in the sample have submitted their AFS; 149 (or 39.2 

percent) for 1936- 2000 sampled organizations and 66 (or 13.1 percent) for 2001- 2007 sampled 

organizations.  

 

Table 15. Sample organizations with GIS and AFS data, and those with updated 2006 data 

Year of 

registration 

With GIS  With 2006 

GIS data 

With AFS With 2006 

AFS data 

Sample 

1936- 2000 177 (46.6%) 26 (6.8%) 149 (39.2%) 60 (15.8%) 380 

2001- 2007   56 (11.1%) 10 (2.0%)   66 (13.1%) 17 (3.4%) 505 

Total 243 (27.5%) 26 (4.1%) 214 (24.3%) 77 (8.7%) 885 
Source of basic data: Securities and Exchange Commission (2008). 
Note: Percentages beside nominal figures refer to the ratio within the sub-sample of the year of registration (i.e., sample of 
organizations registered between 1936 to 2000, and 2001 to 2007) and for the whole sample. With 2006 GIS data means that the 
non-profit has submitted 2006 GIS/ AFS and data on number of officers or staff, in the case of GIS, or assets, liabilities, income or 

expenditures, in the case of AFS, are available.   

 



27 

 

Of the sample organizations registered between 1936 and 2000, only 26 have 2006 general 

information sheets in which the numbers of their officers or staff are actually listed. Only ten of 

those registered between 2001 and 2007 have these numbers. 

  

Of the sample organizations registered between 1936 and 2000, only 60 have 2006 annual financial 

statements; only 17 of those registered between 2001 and 2007 have these statements. 

 

Organizational and Financial Data. Of the non-profits registered from 1936 to 2000, according to 

the SEC-I-View, the online database of records registered in the SEC (include zero and non-zero 

categories): 

 

a) The 177 organizations with GIS data had an average of around 9.8 members or staff members 

or trustees, and 6.7 officers per organization. The median number of staff was 7, while the 

median number of officers was 5. 

b) The 149 organizations which had audited financial records had combined assets of P6.84 billion 

or an average of P51.1 million, and combined liabilities of P2.93 billion or an average of P26.7 

million. These organizations had a combined annual income of P1.23 billion, or an average of 

P11.3 million, and a combined annual expenditure of P1.43 billion, or an average of P13.2 

million. 

c) However, the average numbers were influenced by the inclusion of the Manila Electric 

Company Employeesô Savings and Loan Association.  With this figure, the average income of 

the sample would be P 5.8 million while the average asset size would be P 16.5 million.  Most 

of the non-profits had income and assets between P100,000.00 and P 1 million. 

d) The financial records of many organizations in the sample are not available for the most fiscal 

recent years (2005 or 2006).  In most cases, in getting the combined financial amounts, we 

utilized the most recent financial record, which can be as late as 2002. 

 
Table 16. Data for sample non-stock, non-profit corporations registered from 1936 to 2000 

Data Mean Median 

Staff 9.8 7.0 

Officers 6.7 5.0 

Assets (pesos) 51,081,683.07 640,013.62 

Liabilities (pesos) 26,723,526.06 303,629.58 

Income (pesos) 11,283,948.75 505,500.00 

Expenses (pesos) 13,220,975.46 465,048.28 
Source of basic data: Securities and Exchange Commission (2008). 

 

Of the organizations registered from 2001 to 2007, according to the I-View, the online database of 

records registered in the SEC in Table 17: 

 

a) The 56 organizations that had GIS data had an average of around 7.5 staff and 5.2 officers per 

organization.  The median number of staff was 8 while the median number of officers is 5. 

b) The 66 organizations that had AFS data had a combined assets of P179.6 million or an average 

of P3.0 million, and combined liabilities of P59.6 million or an average of P1.4 million. These 

organizations had a combined annual income of P95.8 million, or an average of P1.7 million, 

and a combined annual expenditure of P76.8 million, or an average of P1.4 million. 

 

     



28 

 

Table 17. Data for sample non-stock, non-profit corporations registered from 2001 to 2007 

Data Mean Median 

Staff 7.5 8.0 

Officers 5.2 5.0 

Assets 3,043,629.40 162,628.46 

Liabilities 1,419,184.09 61,718.90 

Income 1,711,529.27 170,602.40 

Expenditures 1,449,427.75 161,922.80 
        Source of basic data: Securities and Exchange Commission (2008). 

 

Of the whole sample, according to the SEC I-View, the online database of records registered in the 

SEC in Table 18:  

 

a) Those with GIS data had an average of 8.9 staff and 6.3 officers, and a mean of three staff and 

five officers. 

b) Those with AFS data had an average of P 36.4 million and P 19.7 million in assets and 

liabilities, respectively, and an average of P 8.0 million in income and P 9.3 million in 

liabilities. The median for assets is P 367,979, for liabilities is P 105,114.65, for income, P 

286,554.25, and for expenditures, P 282,364.93. 

 
     Table 18. Data for non-stock, non-profit corporations in the whole sample 

Data Mean Median 

Staff 8.9 3.0 

Officers 6.3 5.0 

Assets 36,396,474.96 367,979.04 

Liabilities 19,731,536.83 105,114.65 

Income 8,035,127.59 286,554.25 

Expenditures 9,345,869.69 282,364.93 
       Source of basic data: Securities and Exchange Commission (2008). 

 

C. Cooperatives 

 

A cooperative is defined under Republic Act 6938 or the Cooperative Code of the Philippines as ña 

duly registered association of persons, with a common bond of interest, who have voluntarily 

joined together to achieve a lawful common social or economic end, making equitable 

contributions to the capital required and accepting a fair share of the risks and benefits of the 

undertaking in accordance with universally accepted cooperative principles.ò There are 70,154 

cooperatives in the Philippines as of February 2008, according to preliminary figures obtained from 

the Cooperatives Development Authority. These included 21,068 operating cooperatives, 21,473 

non-operating cooperatives, 15,427 cooperatives that have been dissolved and 12,286 that had their 

cooperative registrations cancelled. This is in Table 19.  
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Table 19. Number of cooperatives, by type of operation/ registration, as of February, 2008 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

 
 
 
 
 
 

Source: Cooperatives Development Authority (2008). 

 

Geographical location. The regions with the most number of registered cooperatives are those 

closest to Metro Manila.  These are Southern Tagalog with 8,669 cooperatives (12.4 percent) and 

Central Luzon with 8,514 cooperatives (12.2 percent). There are 5,851 registered cooperatives (8.4 

percent) in the National Capital Region. The following is the breakdown of cooperatives in other 

regions: Ilocos, 4,674 (6.7 percent); Cagayan Valley, 3,031 (4.3 percent); Cordilleras 

Administrative Region, 2,175 (3.1 percent); Bicol, 4,098 (5.9 percent); Western Visayas, 5,563 (8.0 

percent); Central Visayas, 3,379 (4.8 percent); Eastern Visayas, 3,956 (5.7 percent); Western 

Mindanao/ Zamboanga peninsula, 3,159 (4.5 percent); Northern Mindanao, 3,752 (5.4 percent); 

Southern Mindanao/ Davao, 5,410 (7.8 percent); Central Mindanao, 4,795 (6.9 percent); and 

CARAGA, 2,656 (3.8 percent).  

 

Metro Manila and its neighboring regions had the highest percentages of operating cooperatives. 

Central Luzon had 2,408 cooperatives (11.5 percent), National Capital Region, 2,218 (10.6 

percent), and Southern Tagalog, 2,169 (10.3 percent). The following is the breakdown of other 

regions: Ilocos, 1,197 (5.7  percent); Cagayan Valley, 725 (3.5 percent); Cordilleras, 638 (3.0 

percent); Bicol, 904 (4.3 percent); Western Visayas, 1536 (7.3 percent); Central Visayas, 1,851 (8.8 

percent); Eastern Visayas, 994 (4.7 percent); Western Mindanao/ Zamboanga peninsula, 896 (4.3 

percent); Northern Mindanao, 1,243 (5.9 percent); Southern Mindanao, 1,962 (9.3 percent); Central 

Mindanao 1,168 (5.6 percent); and CARAGA, 1,081 (5.2 percent). 

 

In the May 2007 semi-annual report of the CDA, the agency reported that there were 68,141 

primary cooperatives and 1,184 secondary and primary cooperatives. These figures do not include 

98 ólaboratoryô cooperatives, which are not formally registered but are issued with certificates of 

recognition, are organized by minors and should be affiliated with registered cooperatives. 

 

Region Registered Operating Non-

Operating 

Dissolved Cancelled Delisted 

National Capital Region 5851 2239 431 394 2808 - 

Ilocos  4662 1205 1022 1410 1045 - 

Cagayan Valley 3491 727 1856 215 694 - 

Cordillera Administrative 

Region 

2174 640 174 379 984 - 

Central Luzon 8523 2425 2143 845 3118 - 

Southern Tagalog 8683 2188 2964 2891 645 - 

Bicol 4091 908 536 1615 1043 - 

Western Visayas 5559 1542 3476 178 373 - 

Central Visayas 3388 1863 1366 124 38 - 

Eastern Visayas 3959 976 121 2454 410 398 

Western Mindanao 3157 898 1022 583 658 - 

Northern Mindanao 3759 1238 655 1658 208 - 

Southern Mindanao 5410 1964 3202 190 56 - 

Central Mindanao 4794 1169 2037 1422 168 - 

CARAGA 2653 1086 468 1069 38 - 

ARMM NA NA NA NA NA NA 

Total  70154 21068 
 

21473 
 

15427 
 

12286 
 

398 
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Table 20- A. Number of primary cooperatives, by type, 2007 

Cooperative 

type 
Credit Consumer Production Marketing Service 

MULTI-PURPOSE 

Total 

Primary Agriculture 

Non-

agriculture 

TOTAL  4,794 1,355 1,379 841 1,797 33,352 24,623 68,141 
Note: Primary cooperatives are defined as cooperatives whose members are 15 or more individuals. 

Source: Cooperatives Development Authority (2007). 

 

Table 20-B. Number of secondary and tertiary cooperative, by type, 2007 

Cooperative 

type 

Area-based 

Marketing 

Cooperative  

Cooperative 

Rural Bank 
Federation Union 

Total 

secondary and 

tertiary 

Total 

Cooperatives 

Laboratory 

coops 

TOTAL  6 84 952 142 1184 69,325 98 
Note: Secondary cooperatives are defined as cooperatives whose members are primary cooperatives, while tertiary cooperatives are 

defined as a conglomeration of two or more secondary cooperatives.  
Source: Cooperatives Development Authority (2007). 

 

Types. Of the primary cooperatives, 57,975, or 85.1 percent, are multi-purpose cooperatives 

(33,352 are agriculture-based, while 24,623 are non-agriculture based), 4,794 (7.0 percent) are 

purely credit cooperatives, 1,355 (2.0 percent) are purely consumer cooperatives, 1,379 (2.0 

percent) are purely production-based cooperatives, 841 (1.2 percent) are purely marketing 

cooperatives and 1,797 (2.6 percent) are purely service cooperatives.  

 

 Of these operating cooperatives as reported in May 2007, 263 are secondary and tertiary 

cooperatives, 20,321 are primary cooperatives while 60 are laboratory cooperatives. Of the primary 

cooperatives that are operating, 1,649 (8.1 percent) are purely credit cooperatives, 355 (1.7 percent) 

are purely consumer cooperatives, 266 (1.3 percent) are purely production-based cooperatives, 188 

(0.9 percent) are purely marketing cooperatives, 666 (3.3 percent) are purely service cooperatives 

and 17,197 (84.6 percent) are multi-purpose cooperatives, of which 8,502 are agriculture-based and 

8,695 are non-agriculture based. 

 
Table 21- A. Number of operating primary cooperatives, by type, 2007 

Cooperative 

Type 
Credit Consumer Production Marketing Service 

MULTI -PURPOSE 

Total 

Primary Agriculture 

Non-

agriculture 

TOTAL  1649 355 266 188 666 8502 8695 20321 
Source: Cooperatives Development Authority (2007). 

 

Table 21-B. Number of operating secondary and tertiary cooperative, by type, 2007 

Cooperative 

type 
AMC CRB Federation Union 

Total 

secondary and 
tertiary 

Total 

Cooperatives 

Laboratory 

coops 

Number 41 161 55 6 263 20,584 61 
Source: Cooperatives Development Authority (2007). 

 

The types of cooperatives which have the highest percentage of operating cooperatives are 

cooperative banks (77 percent), cooperative unions (63 percent), and laboratory cooperatives (61 

percent). The regions which have the highest percentage of operating cooperatives (out of the total 

number of cooperatives) are Central Visayas (56 percent), CARAGA (40 percent), Metro Manila 

(38 percent), and Northern Mindanao (37 percent).  
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Financial sizes. Among the operating cooperatives, 87 percent (or 16,913 cooperatives) of these 

are categorized as micro (those with P 3 million or less in total assets), 9 percent (or 1,744 

cooperatives), are categorized as small (those with between P 3 million to P 15 million in total 

assets), 4 percent, (715 cooperatives) are categorized as medium (those with P 15 million to P 100 

million in total assets), and 1 percent (or 126 cooperatives) are categorized as large (those with 

more than P 100 million in assets). Total assets of operating cooperatives amount to P 85.6 billon; 

micro cooperatives have 6 percent of the total amount (P 5.11 billion), small cooperatives 14 

percent (P 11.83 billion), medium cooperatives 30 percent (P 25.75 billion) and large cooperatives 

50 percent (P 42.77 billion).  

 

In terms of asset size, three of the top five cooperatives are located in Metro Manila. These are 

Philippine Army Finance Center Producers Integrated Cooperative, a multi-purpose cooperative (P 

3.7 billion), ACDI credit cooperative (P 2.5 billion), and PLDT Employees Credit Cooperative (1.3 

billion). In terms of paid-up capital, these cooperatives are also the largest. The Philippine Army 

Finance Center Producers Integrated Cooperative has a capital of P 690 million, the ACDI credit 

cooperative, P 345 million, and the PLDT Employees Credit Cooperative, P 415 million.  

 

Between January 1 to June 30, 2007, a total of 913 cooperatives, including one laboratory 

cooperative were registered with the CDA. Among the primary cooperatives registered, 87.4 

percent or 796 are multi-purpose cooperatives, 6.3 percent or 57 are credit cooperatives, 2.3 percent 

or 21 are service cooperative, 2.0 percent or 18 are consumer cooperatives, 1.5 percent or 14 are 

production cooperatives, and 0.5 percent or 5 are marketing cooperatives.  

 

Southern Tagalog still had the highest proportion of newly-registered cooperatives at 20 percent 

(182 cooperatives), followed by Central Luzon and Central Visayas at 11.6 percent (106 

cooperatives) each and Metro Manila at 9.8 percent (89 cooperatives). Other regions with newly-

registered cooperatives are the following: Ilocos, 34 or 3.7 percent; Cagayan Valley, 31 or 3.4 

percent; Cordilleras, 24 or 2.6 percent; Bicol, 26 or 2.9 percent; Western Visayas, 54 or 5.9 percent; 

Eastern Visayas, 42 or 4.6 percent; Western Mindanao, 23 or 2.5 percent; Northern Mindanao, 49 

or 5.4 percent; Southern Mindanao, 73 or 8.0 percent; Central Mindanao, 47 or 5.2 percent; and, 

CARAGA, 26 or 2.9 percent. 

 

In summary, by sheer numbers, cooperatives are one of the largest non-profit organizations in the 

Philippines. However, only a third of them are active. A significant proportion of cooperatives are 

based in regions surrounding Metro Manila, where growth in their numbers still continues to be 

considerable. While large cooperatives are only one percent of the total number, their total assets is 

50 percent of the sector.  Most of these large cooperatives are based in Metro Manila.  

 

D. Homeowners associations.  

 

There are 4,862 homeowners associations (HOAs) in the National Capital Region. Data on HOAs 

in other regions was not obtained since these are available only in the HLURB extension offices 

and not in the central office. In 2007, 730 HOAs registered with the HLURB.  
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Table 22. Number of Registered Homeowners Association, by Region, 2007 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Housing and Land Use Regulatory Board (2007). 

 

E. Trade unions.  

 

Definition . Under the Labor Code of the Philippines (Presidential Decree 442), labor organizations 

are defined as ñany union or association of employees which exists in whole or in part for the 

purpose of collective bargaining or of dealing with employers concerning terms and conditions of 

employment,ò and a "legitimate labor organization" means ñany labor organization duly registered 

with the Department of Labor and Employment, and includes any branch or local thereof.ò 

 

Number. There are a total of 17,021 existing workers organizations in the Philippines with a total 

membership of 1.9 million by the end of 2007. However, the growth of unions has been declining, 

with only 260 newly registered unions in 2007, down 29.9 percent from previous year figures. Of 

the total number of workers organizations, 16,893 are enterprise-based unions with a total 

membership of 1.6 million. 

 

The number of collective bargaining agreements is also declining. By 2007, only 1,542 agreements 

exist, covering 218,000 workers, down from a 1993 peak of 4,983, covering 609,000 workers, and 

the number of new agreements declined to 318, covering only 44,375 workers, down from 1990 

peak of 2,481, covering 230,000 workers. 

 

In the fourth quarter of 2007, data available from the Bureau of Labor Relations of the Department 

of Labor and Employment show that there are a total of 7,804 local unions (local affiliates of trade 

union federations or alliances) and 7,515 independent unions (which are unaffiliated to other 

national or regional-based federations or alliances), with a listed membership of 873,378 and 

707,266. Most of these unions are located in Metro Manila and in neighboring regions. Around 

sixty percent of the total number of unions or 9127 are located in Metro Manila, 12.7 percent or 

1,950 are located in the Cavite-Laguna-Batangas-Rizal-Quezon (CALABARZON) region, while 

6.4 percent or 974 are located in the Central Luzon region. 

 

Region Number registered 

CAR 8 

I 9 

II  2 

III  114 

IVA  118 

IVB 6 

V 10 

VI 18 

VII  99 

VIII  23 

IX 8 

X 21 

XI  41 

XII  20 

CARAGA 11 

ARMM  Not available 

NCR 222 

Total 730 
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Table 23. Number of independent and local unions, by region, 2008 

Region Independent unions Local unions Total Percent 

Ilocos 78 12 90 0.6% 

Cagayan Valley 43 2 45 0.3% 

Central Luzon 572 402 974 6.4% 

CALABARZON 1019 931 1950 12.7% 

MIMAROPA 17 7 24 0.2% 

Bicol 121 21 142 0.9% 

Western Visayas 363 194 557 3.6% 

Central Visayas 326 573 899 5.9% 

Eastern Visayas 126 78 204 1.3% 

Western Mindanao 69 39 108 0.7% 

Northern Mindanao 167 152 319 2.1% 

Southern Mindanao 132 269 401 2.6% 

Central Mindanao 135 41 176 1.1% 

CARAGA 56 38 94 0.6% 

Cordillera Administrative Region 46 8 54 0.4% 

National Capital Region 4229 4898 9127 59.6% 

Autonomous Region for Muslim Mindanao/ 

Missing 16 139 155 1.0% 

Total 7515 7804 15319 100.0% 
Source of basic data: Bureau of Labor Relations (2008). 

 

Majority of the trade unions are located in the manufacturing sector (52.8 percent or 8,087 unions). 

There are smaller percentages of unions that are located in the public and private services industry 

(12.2 percent or 1,875 unions), trade, transport and communications (10.1 percent or 1,541 unions) 

and wholesale and retail trade (7.8 percent or 1,193 unions). 
 

Table 24. Number of independent and local unions, by industry, 2008 

Industry  

Independent 

unions 

Local 

unions Total Percent 

Agriculture 439 416 855 5.6% 

Mining 60 37 97 0.6% 

Manufacturing 3844 4243 8087 52.8% 

Electricity, gas and water 181 61 242 1.6% 

Construction 130 123 253 1.7% 

Wholesale and retail trade 553 640 1193 7.8% 

Trade, Transportation & 

Communications 746 795 1541 10.1% 

Financial  219 127 346 2.3% 

Public and Private Services 1136 739 1875 12.2% 

Missing/ Others 207 623 830 5.4% 

Total 7515 7804 15319 100.0% 
Source of basic data: Bureau of Labor Relations (2008). 

 

Most local unions had been registered from the years 1990 to 2004, while a significant percentage 

of independent unions were registered between 2000 and 2004. 
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Table 25. Number of independent and local unions, by date of registration, 2008 

Year registered 
Local 
unions Percent 

Independent 
unions Percent 

Before 1980 117 1.5% 0 0.0% 

1980- 1984 457 5.9% 3 0.0% 

1985- 1989 741 9.5% 2 0.0% 

1990- 1994 2346 30.1% 5 0.1% 

1995- 1999 1765 22.6% 680 9.0% 

2000- 2004 1766 22.6% 1188 15.8% 

2005-  589 7.5% 384 5.1% 

Missing 23 0.3% 5253 69.9% 

Total 7804 100.0% 7515 100.0% 
Source of basic data: Bureau of Labor Relations (2008). 

 

Registered trade unions and workers organizations are mostly based in Metro Manila, and these 

represent mainly the manufacturing sector.  

 

IV.  RISK AND ABUSE PROFILE  

 

A review of the vulnerabilities of non-profit organizations was also briefly undertaken. The 

following is a listing of some of the issues and problems faced by these types of organizations, 

although these are focused on non-government organizations. A sample list of these vulnerabilities 

is the following: 

 

a) Dependence on declining volume of grant funding. Non-profit organizations have been 

traditionally dependent on foreign grants.  In the 1999- 2000 Association of Foundations survey 

of development s cited above, foreign foundation grants and bilateral government grants were 

the top sources of funding. Unfortunately, according to Gonzales (2005), many of the largest 

NPO funding windows have been closing and this has affected the financial stability of these 

organizations. On the upside, non-profit groups have become more focused on the listing of 

their activities and in improving the technical and financial details of their project proposals.  

 

b) Intervention of political organizations in NPO decision-making processes. NPOs are 

vulnerable to intervention by politicians and political groups which have set up non-profit 

groups as a means of channeling their support to their constituents, according to Alegre (1996). 

These groups have intervened in the design of the programs and projects in order to maximize 

the assistance given to their supporters; there have also been reports that NPOs have been also 

used to launder state and foreign donor funds in order to support activities of political groups.  

 

c) Lack of accountability of non-profits and non-profit boards to the general public. 
Gonzales (2005) noted that many sectors of Philippine society, including the government and 

the general public, have been concerned about the accountability of non-profit organizations. 

There have been several high profile cases in which non-profit organizations have mismanaged 

their funds due to the lack of board diligence. This has diminished somewhat the high regard of 

the general public in handling resources.  

 

d) High staff turn -over and the lack of human resources especially at the middle and upper 

echelons. Cariño (2003) reported that this problem can be traced to the lack of sufficient 

financial resources of non-profits, ódeficiencies in human resource managementô and the lack of 

a system to strengthen leadership in these organizations.   
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e) Lapses in financial management. Cariño (2002) cited an audit review of 42 NPOs which 

received government financial assistance in the 1990s showed that there were lapses in as much 

as 56 percent of the funds, ranging from non-submission of reports, lax accounting procedures 

to non-return of unused funds. This may be attributed to the inability to keep books of account 

and also to a belief that they are not accountable to the public for the handling of these funds.  

 

f) Lack of clarity i n measurement of outcomes and impacts. NPOs generally lack the capacity 

to measure their outcomes (i.e., utilization of their programs and projects), much less the 

impacts (changes in the welfare of their members or beneficiaries), of their programs and 

services, according to Abella and Dimalanta (2002). This is due to the lack of human resources, 

lack of development of monitoring systems, or the concentration on process orientation by 

them.  

 

The causes of these vulnerabilities are the following: 

 

a) Limited administrative capacity. Cariño (2002) noted that NPOs have been constrained by 

the ótechnical competence required in developing public programs and projectsô; Gonzales 

(1996) noted that NPOs lack sufficient capacity in policy research and development, technical 

documentation, organizational management and social entrepreneurship. Abella and Dimalanta 

(2002) had also noted that the financial management systems of NPOs are focused on specific 

funding agencies; thus, these systems are not useful once the donor-funded programs had 

ended.   

 

b) Pre-occupation with building donor relationships. According to Abella and Dimalanta 

(2003), this dependence on donor funding has led critics (and in some cases, even the NPOsô 

intended beneficiaries themselves) to accuse NPOs of pursuing programs and projects that 

reflect and promote donorsô interests and agenda more than the needs of the target 

communities. 

 

c) Inactive boards and lack of clarity in board responsibilities; absence of administrative 

checks and balances. Abella and Dimalanta (2003) noted that most NPO boards are nominal, 

inactive, and/or disinterested in their governance functions as it had been quite common in the 

Philippines to have members of the board who are relatives and/or acquaintances of the chief 

executive. Many NPOs thus have problems in distinguishing between the governing and 

accountability making functions of the boards and the executive or management functions of 

the NPO heads.   
 

d) Limited influence in official development assistance (ODA) planning. Gonzales (2005) 

noted that non-profit groups are excluded from participating in planning and monitoring of 

official development assistance to the country. NPOs are limited to implementation of projects, 

donor engagement has been limited to Metro Manila-based groups and donor-NPO tensions 

have arisen due to misunderstanding in project procedures, lack of transparency in selection of 

project sub-grantees and others.   
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Overview of the NPO Regulatory Environment  

 

I.  POLI CY ENVIRONMENT OF NPOS  

 

The perceived central role of non-profit organizations and networks, especially the politicized ones, 

in the anti-dictatorship struggle, as well as in the 1986 EDSA revolt, provided a radically changed 

milieu for state-civil society relations. Empowerment and peopleôs participation became official 

policy overnight, although the formalization of this phenomenon was not easy during the 

complicated transition from dictatorship. The Aquino government, which reigned from 1986 to 

1992, provided the legal and policy environment for non-profit organizations to flourish. This was 

extended and probably even intensified by the Ramos administration that came to power in 1992 

until 1998. The Estrada administration (1998- 2001) has sent mixed signals about its friendliness to 

this sector. Despite the quick response to several demands of the non-profit organization sector by 

the Macapagal-Arroyo (2001- present) during its early years, there has been a perception that the 

government still needs to fully accept the self-accreditation initiatives of the NPO sector (see the 

section on PCNC below).  

 

A. Constitutional Mandates and Key Policy Instruments  

 

The existence of NPOs is justified under several provisions of the Philippine Constitution.  These 

are: 

 

Art. II Section 23:  The State shall encourage non-governmental, community-based or 

sectoral organizations that promote the welfare of the nation. 

 

Art. III Section 8: The State shall respect the role of independent peopleôs organizations to 

enable people to pursue and protect, within the democratic framework, their legitimate and 

collective interests and aspirations through peaceful and lawful means. 

 

Art. XIII Section 15:  The rights of the people, including those employed in the public and 

private sector, to form unions, associations and societies, for purposes not contrary to law 

shall not be abridged. 

 

Peopleôs organizations are bona fide associations of citizens with demonstrated capacity to 

promote the public interest and with identifiable leadership, membership and structure. 

 

Art. XIII Section 16: The right of the people and their organizations to effective and 

reasonable participation at all levels of social, political and economic decisions making shall 

not be abridged.  The State shall, by law, facilitate the establishment of adequate consultation 

mechanisms.  

 

Thus, the 1987 Philippine Constitution explicitly recognizes the non-profit organization sector as 

the extension of ópeopleôs powerô and enshrines their right to participate on all levels of decision-

making. The Policy Agendas, as well as Medium Term Development Plans of all the post-EDSA 

governments, recognized NPOs, POs, and cooperatives as partners in development.  

 

There are also several socially progressive pieces of legislation that have been enacted following 

long and hard advocacy and lobbying work by civil society. These laws contain significant 
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provisions advantageous to civil society organizations, and are generally seen as positive policy 

instruments for pushing sectoral agendas. These include:  

 

Á Comprehensive Agrarian Reform Law, which provided for the implementation of 

agrarian reform in the country; 

Á Urban Development and Housing Act and the Comprehensive and Integrated Shelter 

Financing Act, which enshrined the right to housing for marginalized groups and 

institutionalized low cost housing programs; 

Á Women In Nation-Building Act, which recognized the role of women in economic, 

political and social development of the country; 

Á Generic Drugs Law, which strengthened the market for low-cost medicines; 

Á Cooperative Code, and the Local Government Code.   

 

There are also laws which were passed as part of the social reform legislation in the 1996-1998 

period, including the Anti-Rape Bill, Act Repealing the Anti-Squatting Law, and the Indigenous 

Peoplesô Rights Act, the Fisheries Code, and the National Anti-Poverty (Social Reform and Poverty 

Alleviation) Act, which enshrined participation of marginalized groups in policy-making at the 

national level. 

 

The enactment of these laws indicates the strength of the non-profit sector in the Philippines. These 

laws in turn explicitly recognize the role non-profit organizations play in society and provide a 

policy framework for a multi-stakeholder approach to development that involves this sector.  

 

B. Decentralization and Devolution 

 

The Local Government Code of 1991 devolved power from central governments to local 

government units. This was lobbied for heavily by the non-profit organizations for devolving power 

from the central government- further highlighted the role of NPOs in the local governance process. 

It provided for peopleôs organization and non-government organization participation in the 

following areas: membership in local special bodies, sectoral representation in local legislative 

bodies and processes, partnership with government in joint ventures in development projects, and 

as recipients of funds as well as other forms of state assistance. Though implementation has been 

spotty as many local government units are still resistant to genuine civil society organization 

partnership (see, for example, Capuno (2005), enough best practices and institutional mechanisms 

have been set up for decentralization to take root and continue as an area for strategic intervention 

of civil society organizations. 

 

II.  REGULATORY ENVIRONMENT OF NPOS  

 

A. Registration.  

 

Registration is not required per se for the existence of non-profit organizations, but it is a 

requirement for NPOs to obtain a legal personality in order for them to be eligible for opening bank 

accounts, to enter into contracts, and to raise public funds. NPOs usually obtain their primary 

registration from any of the following state agencies:  
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Table 27. Primary registration agencies of non-profit organizations 

Registering Agency Appropriate NPO (and the legal basis) 

1. Securities and Exchange 
Commission (SEC) 

All non-stock, non-profit corporations (Corporation 
Code of the Philippines) 

2. Cooperative Development 

Authority (CDA) 

Cooperatives (Cooperative Law of the Philippines and 

the Cooperative Development Authority Act) 

3. Department of Labor and 

Employment (DOLE) 

Labor unions and federations; rural workersô 

associations (Labor Code of the Philippines) 

4. Housing and Land Use 

Regulatory Board (HLURB) 

Homeowners associations (Republic Act 8763, 

Housing Guarantee Act) 
Source: Foundation for Media Alternatives (2001). 

 

Non-stock, nonprofit corporations or associations, cooperatives, homeowners associations and 

labor unions form the basic legal forms of the non-profit organization sector; these are generally 

characterized for mutual benefit, public benefit and non-commercial purposes. These include but 

are not limited to: Church-initiated or secular groups, federation or associations of NPOs; peopleôs 

organizations; service or self-reliance organizations, intermediary and development organizations 

and educational institutions.  

 

An association or corporation may utilize the word óFoundationô only if it is organized for 

charitable, religious, educational, professional, cultural, literary, scientific and civic services or 

other similar purposes and has an initial contribution of P1 million. Ordinary non-stock 

corporations registered with the SEC are required to put up an initial contribution of only 

P5,000.00, according to the Corporation Code.  

 

In addition, NPOs are obliged to regularly report and disclose information in relation to their 

operations, such as a certificate of donation for each donation received should be submitted to the 

donor, and the Bureau of Internal Revenue. The SEC also requires that organizations undertake the 

following: registration or stamping of membership book (within 30 days from date of receipt of 

certification of incorporation), submission of general information sheet (within 30 days from date 

of actual meeting) and audited financial statements (within 120 days from the end of the fiscal 

year), affidavit of non-operation (within 120 days from the end of the fiscal year), notice of 

postponement or non-holding of annual meetings (within 30 days from the day of the annual 

meeting as specified in corporate by-laws), and report on death, resignation, cessation to hold office 

of a director, trustee, or officer (immediately after the incident). (Lerma and Los Banos, 2002). 

 

B. Licensing/ Accreditation (Secondary registration).  

 

Licensing refers to the authorization to undertake a specific practice or task, while accreditation 

refers to the official acknowledgment of the merits of a person, corporation, entity, or organization 

in meeting a set of standards required for the delivery of a specific service. Licensing is required to 

practice specific professions, while accreditation is usually a requirement for specific state-

sponsored program or project participation. For a growing number of projects funded by ODA, it is 

the project itself that specifies both the selection criteria and mechanisms for non-profit 

organization, while NPO accreditation systems are effectively decentralized and devolved to the 

local government units. Hence, systems for licensing and accreditation vary depending on the 

orientation or specific purpose of particular national agency or local government units, according to 

Lerma and Los Banos (2002).  
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Requirements are different according to the type of organization.  Agencies that practice social 

welfare practices, for example, are required to submit to the DSWD the accomplished application 

forms and a certificate of agencyôs judicial personality and a certificate of employment of 

registered social workers.  These groups may also pay filing or membership fees or processing fees 

as required.  

 

National government agencies have developed accreditation systems, or at a minimum, have set up 

NPO liaison desks with screening and accreditation functions.  These agencies include the 

following Departments:  Environment and Natural Resources, Agrarian Reform, Trade and 

Industry, and Agriculture and the National Economic Development Agency. Though there is more 

openness now (compared to twenty years ago) between government and civil society organizations, 

the latterôs preference for self-regulation as well as the formerôs inherent tendencies of bureaucratic 

control constantly pushes the NPO community to debate specific accreditation guidelines.  

 
Table 28. Government licensing and accreditation agencies of non-profit organizations 

Licensing Agency Appropriate NPO (and the legal basis) 

1. Department of Social 

Welfare and Development 

(DSWD) 

Social welfare and development organizations (Republic Act 4373, or Regulating 

the Practice of Social Work and the Operation of Social Work Agencies in the 

Philippines, and Presidential Decree 603 (as amended), or the Child and Youth 
Welfare Code) 

2. Department of Health (DOH) Charity hospitals and laboratories (Republic Act 4226, or Hospital Licensure Act) 

3. Department of Education 

(DepEd) 

Primary and secondary schools (Batas Pambansa 232, or Education Act of 1982) 

4. Insurance Commission (IC) Mutual benefit associations, which is organized mainly for paying sickness, 
unemployment or death benefits to its members or their  (Presidential Decree No. 

612, or Insurance Code) 

5. Commission on Higher 

Education (CHED) 

Higher education institutions (Republic Act 7722 or the Higher Education Act) 

6. Technical Education and 

Skills Development 

Authority 

Technical-vocational institutions (Republic Act 7796 or the Technical Education 

and Skills Development Act) 

7. National Youth Commission Youth organizations (Republic Act 8044, or An Act Creating the National Youth 

Commission) 

8. Civil Service Commission 

and DOLE 

Government employees organization (Executive Order 180, series of 1986)  

9. Department of Agrarian 

Reform  

Agrarian reform cooperatives (Republic Act 6938, or the Cooperative Code)  

10. Land Transportation 

Franchising and Regulatory 

Board 

Transport cooperatives (Executive Order No. 292, series of 1987 or the 

Administrative Code) 

11. National Electric 

Administration 

Electric distribution cooperatives (Republic Act 6938, or the Cooperative Code) 

12. Bangko Sentral ng Pilipinas Cooperative banks (Republic Act 6938, or the Cooperative Code)  

13. Department of Environment 

and Natural Resources  

Peopleôs organizations, cooperatives or indigenous groups that are planning to 

participate in community-based forestry management agreements (Department 

Administrative Orders 99-36, 99-53) 

14. National Anti-Poverty 

Commission 

Organizations representing the rights of women, children, youth, persons with 

disabilities (NAPC, Presidential Administrative Order 21, series of 2001, in 

coordination with  National Youth Commission, Council for the Welfare of 

Children, National Commission on the Role of Filipino Women, National Council 
for the Welfare of Disabled Persons) 

15. National Economic and 

Development Authority 

Organizations and groups to be consulted in the Medium Term Philippine 

Development Plan (Cabinet memorandum dated July 1, 2004) 

Source: Foundation for Media Alternatives (2001). 
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Promoting accountability of NPOs is becoming an important concern as a result of the growing 

partnership with the State and donor agencies, as well as the proliferation of pseudo-NPOs.   

 

III.  Philippine Council for NGO Certification (PCNC)  

 

NPOs in the Philippines have taken the accreditation process a step further with the launching of a 

certification bodyï the Philippine Council for NGO Certification (PCNC). Organized by six 

national NPO networks, including CODE-NGO,  in partnership with the Department of Finance 

(DOF) and the Bureau of Internal Revenue (BIR), the PCNC certifies NPOs and non-stock, non-

profit corporations for donee status after a stringent review of their qualifications. The certification 

becomes the basis for the BIRôs granting ódonee institutionô status to the organizations certified by 

PCNC.  

 

óDonee Institutionô status is granted only to the following entities:
13

  

 non-stock corporations or associations organized and operated exclusively for religious, 

charitable, scientific, athletic or cultural purposes or for the rehabilitation of veterans, no 

part of whose net income or asset shall belong to or inure to the benefit of any member, 

organizer, officer or any specific person;  

 civic league or organization not organized for profit but operated exclusively for the 

promotion of social welfare;  

 a non-stock and non-profit educational institution.  

 

Additional tax benefits accrue to the donors of NPOs/NGOs with Donee Institution status.  Donors 

of Non-certified NPOs are entitled only to limited deductibility from income taxes whereas donors 

of certified NPOs are entitled to full deductibility and exemption from payment of donorsô taxes.
 14

 

                                                
13 According to the PCNC website www.pcnc.com.ph. Retrieved August 3, 2008.  
14

 According to Section 3, Revenue Regulations 13-98, of the Bureau of Internal Revenue, donations to accredited non-
stock, non-profit corporations/NGOs shall be entitled to the following benefits:  

a)  Limited Deductibility - Donations, contributions or gifts actually paid or made within the taxable year to 

accredited non-stock, non-profit corporations shall be allowed limited deductibility in an amount not in excess of ten 

percent (10%) for an individual donor, and five percent (5%) for a corporate donor, of the donor's income derived from 

trade, business or profession as computed without the benefit of this deduction. 

b)  Full Deductibility  - Donations, contributions or gifts actually paid or made within the taxable year to accredited 

NGOs shall be allowed full deductibility, subject to the following conditions: 

 The accredited NGO shall make utilization directly for the active conduct of the activities constituting the 

purpose or function for which it is organized and operated, not later than the fifteenth (15th) day of the third 
month after the close of the accredited NGOs taxable year in which contributions are received, unless an 
extended period is granted by the Secretary of Finance, upon recommendation of the Commissioner. For this 

purpose, the term "utilization" shall have the meaning as defined under Sec. 1(c) of these Regulations. 

 The level of administrative expenses of the accredited NGO, shall, on an annual basis, not exceed thirty 

percent (30%) of the total expenses for the taxable year; 

 In the event of dissolution, the assets of the accredited NGO, would be distributed to another accredited NGO 

organized for similar purpose or purposes, or to the State for public purpose, or purposes, or to the state for 

public purpose, or would be distributed by a competent court of justice to another accredited NGO to be used 

in such manner as in the judgment of said court shall best accomplished the general purpose for which the 

dissolved organization was organized. 

 The amount of any charitable contribution of property other than money shall be based on the acquisition cost 
of said property. 

 All the members of the Board of Trustees of the non-stock, non-profit corporation, organization or NGO do 

not receive compensation or remuneration for their service to the aforementioned organization. 

c)  Exemption from Donor's Tax - Donations and gifts made in favor of accredited non-stock, non-profit 

corporations/NGOs shall be exempt from the donor's tax: Provided, however, That not more than thirty percent (30%) 

of the said donations and gifts for the taxable year shall be used by such accredited non-stock, non-profit 

http://www.pcnc.com.ph/
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Apart from being a body that helps donee institutions earn larger revenue by ensuring tax benefits 

to the donors, the PCNC is also a mechanism enabling NPOs to exercise professionalism, 

transparency, and accountability. Further, a Memorandum of Agreement has been signed between 

the PCNC and the Philippine Institute of Certified Public Accountants (PICPA) to provide financial 

management training and free auditing services to small NPOs to build their financial management 

capacities.  

 

In late 2007, the government issued Executive Order (EO) 671, which rescinded the certification 

powers of the PCNC due to óundue delegation of governmental powersô and transferred these to 

several government agencies. Several consultations and meetings were held after the PCNC board 

protested against the issuance stating that the institution had already been undertaking its functions 

efficiently and that the sole prerogative of granting tax-donee status still lies with the BIR. In 

March 2008, a compromise was hammered between the DSWD, the DoF and the PCNC, and EO 

720 was drawn up by the Chief Presidential Legal Counsel.  This EO was signed in April 2008 and 

published in June 2008, and requires all NPOs that are applying for donee institution status to first 

complete the requirements mandated by the government regulatory agencies, and a DSWD 

representative is now included in the PCNC Board.   

 

IV.  Self-Regulatory Init iatives.  

 

NGO networks also have developed their own codes of conduct to help guide their respective 

members function ethically. In 1990, the CODE-NGO established a óCode of Conduct for 

Development NGOsô that would help the network police its own ranks and strengthen 

accountabilities of individual organizations. 

 

V. Taxation.  

 

The 1997 National Internal Revenue Code allows tax exemption for certain gifts and donations, 

such as dowries of gifts made on account of marriage, and donations to national government and to 

ónon-profit education and/or charitable institutions.ô According to the Code, these charitable 

institutions are defined as a  ñschool, college or university and/or charitable corporation, accredited 

non-government organization, trust or philanthropic organization and/or research institution or 

organization, incorporated as a non-stock entity, paying no dividends, governed by trustees who 

receive no compensation, and devoting all its income, whether students' fees or gifts, donation, 

subsidies or other forms of philanthropy, to the accomplishment and promotion of the purposes 

enumerated in its Articles of Incorporation.ò   

 

Tax incentives given to the non-profit organizations include: duty and tax free foreign donations; 

exemption from income tax; exemption from donorôs (gift) tax (if the institution has been classified 

as a ótax-doneeô institution); and, income tax deduction for donors (if the donation is given to a 

ótax-doneeô institution and only up to 5 percent deductibility for donors and 10 percent for 

individuals). To avail of these incentives, NPOs must file a secondary registration with appropriate 

government agencies.  

 

                                                                                                                                                           
corporations/NGOs institutions qualified-donee institution for administration purposes pursuant to the provisions of 

Section 101 (A)(3) and (B)(2) of the Tax Code. 
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Table 29. Tax Incentives for NPOs through Secondary Registration 

Registering Agency* Tax Incentives (and their legal basis) 

1. Bureau of Internal 
Revenue (BIR) 

Income tax exemptions for non-profit corporations  
(National Internal Revenue Code or NIRC; BIR-NEDA 

Regulations)  

2. Department of Finance 
(DoF) 

Special exemption privileges from customs duties and tariffs of 
specific importation, evaluated on a case-to-case basis  

(Tariff and Customs Code; NIRC; DoF and NEDA Guidelines) 

3. Department of Social 

Welfare and 
Development 

(DSWD) 

Endorsement of duty-free importations of foreign agencies 

registered as SWDAs (Tariff and Customs Code) 

4. DOLE* Income tax exemption for labor organizations 

(Labor Code of the Philippines) 

5. CDA* tax exemption for cooperatives on: 

Á all business transactions with members; 

Á for cooperatives with net savings of not more than PhP10 
million:  

> exemptions from all national, city, provincial, municipal or 

barangay taxes of any nature; 

> exemptions from duties and tariffs on importation of 
machinery and equipment not locally available 

Á taxes on transactions with banks and insurance companies 

(Cooperative Code of the Philippines and the Cooperative 
Development Authority Act) 

* Specific government agencies may also have other special requirements for non-profit 

organizations (e.g., financial reports, articles of incorporation/constitution and by-laws, 

pertinent organizational information, registration fees, etc.).  
** The latter two agencies extend tax incentives to their NPOs upon the latterôs primary 

registration. 
Source: Foundation for Media Alternatives (2001). 

 

The 1997 National Internal Revenue Code of the Philippines exempts non-stock, non-profit 

corporations from income taxation (section 30); registration of a nonprofit organization with the 

BIR confers on it ótax-exempt statusô. Other organizations exempt from taxation include labor or 

agricultural organizations not organized for profit, mutual savings and cooperative banks organized 

for mutual purposes and without profit, beneficiary society, order or association, cemetery 

company owned and operated exclusively for its members, business leagues or chambers of 

commerce, civic leagues, non-stock and non-profit and government educational institution, mutual 

or cooperative organizations. However, according to the Bureau of Internal Revenue Memorandum 

Circular 76-2003, income derived from properties shall be óreturned for taxationô. In addition, 

interest income from bank deposits or trust funds are subject to 20 percent final withholding tax 

while those from foreign currency deposits subject to 7.5 percent final withholding tax.  

 

However, according to section 34h and 101 of the Tax Code, donors and contributors to non-stock 

corporations or associations organized and operated exclusive for religious, charitable, scientific, 

athletic or cultural purposes or for the rehabilitation of veterans, civic league or organization not 

organized for profit and non-stock, non-profit educational institutions, can claim tax deductions or 

credits for contributions as per existing regulations. The PCNC (see above) has a process of 

certifying ótax-exempt donee statusô for nonprofit institutions who wish that the donations to them 

be made exempt from taxation (donorôs tax).  
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The Tax Code provides for limited deductibility for income taxes for individual (in the amount not 

exceeding ten percent of donations or gifts) and corporate donors (in the amount not exceeding five 

percent). Revenue Regulations 14-2007 issued on December 12, 2007, clarifies tax treatment of 

microfinance services of cooperatives and non-government organizations. 
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Assessment of Regulatory Agencies  

 

I.  FRAMEWORK OF ASSESSMENT 

 

The framework utilized by the tool developed by the Charity Commission consists of six objectives 

that would cover each area of NPO regulation.  

 

 The first area is the establishment of NPOs, which try to assess the ease of establishment of 

different types of non-profits in the Philippines. The indicators are the right of citizens to 

purse lawful purposes and that NPOs are subject to appropriate legal oversight by the 

government or by self-regulatory agencies.  

 

 The second area is the proper identification of NPOs by regulatory agencies and the general 

public, which include the availability of information on NPOs. These include the ability to 

access information, to use this information in a way that could be useful, and that the 

information is accurate and available on all types of NPOs. Names and contact details of 

NPOs should be publicly available, as well as those who are responsible for the 

administration of specific NPOs.  

 

 The third area covers concerns or the NPO risks can be easily identified, and that this 

information is accessible, can allow for detection of vulnerabilities and that this information 

is accurate and available on all NPOs being regulated. Basic information on what NPOs are 

doing should be disseminated, and specific questions on NPO operations could be made 

available, if requested, subject to the appropriate standards of privacy. Information on NPOs 

should be constantly updated, and that care has to be taken so that NPO information is not 

fraught with mistakes, or is provided in an attempt to make the NPO more effective to 

donors and the general public. Authorities should guard against deliberate attempts in the 

provision of wrongful information.  

 

 The fourth area is investigating the risks and vulnerabilities. The areas of assessment 

include the extent to which government or self-regulatory bodies are able to identify 

concerns and scrutinize risks and vulnerabilities. At the minimum, there is a competent 

authority that can investigate issues of abuse, and systems exist to proactively identify 

potential abuse through information by stakeholders or through assessments by the 

regulatory authorities.  

 

 The fifth area is protecting NPOs, which include the ability of government or self-

regulatory agencies to limit the risk of abuse and that responsibilities parties can be 

sanctioned. Regulatory authorities actually exist that can undertake actions when there is 

serious risk of abuse of NPOs and/or its beneficiaries, and can legally punish those who are 

responsible for abuse of NPOs.  And lastly, mitigating risks includes the ability to advise 

NPOs on compliance with laws and regulations through the conduct of seminars and 

workshops and the promotion of best practices. NPOs should be regularly consulted on 

changes in regulatory rules and policies and that there is information available on NPO best 

practice.  
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The following is the framework for assessment of the different regulatory agencies.  

 

Table 30. Regulatory Objectives and Indicators 

Regulatory objective Indicators 

1. Establishment of 

NPOs 

Right of citizens to pursue lawful common purposes. 

NPOs are subject to appropriate legal oversight 

2. Identifying NPOs Stakeholders have access to information 

Information allows stakeholders to identify NPOs 

Information is accurate 

Information is available on all NPOs 

3. Identifying concerns Stakeholders have access to information 

Information allows abuse detection 

Information is accurate 

Information  is available on all NPOs 

4. Investigating concerns Authorities exist that can investigate concerns 

Authorities identify cases they need to investigate 

Authorities are able to investigate 

Authorities can identify serious issues 

5. Protecting NPOs Authorities exist that can protect NPOs from abuse 

Authorities are able to limit risk of abuse 

Those responsible are/ can be sanctioned 

6. Mitigating risk Authorities advise NPOs on compliance with laws and 

regulations 

Involve NPOs in design and implementation of regulation 

Best practices are defined and promoted 

New information on NPOs is analyzed and processed 

Identify and adapt to new risks 
Source: Charity Commission (2008). 

 

The following are the regulatory standards or criterion for assessments. In the second column are 

the questions that would help assess whether the government rules able to pass the criteria for 

assessment and standards. These questions are used to assess the usefulness of current regulatory 

rules, policies and practices (both formal and informal), and one can ask the question if these are 

well-communicated (or whether the policies are understandable and clear), fair (or applied 

consistently among different NPOs), proportionate (or focuses the skills and resources of the 

regulator to sectors which will make the most difference), enabling the work of NPOs (or that the 

policies and practices should facilitate NPO operations), context or the appropriateness with the 

national and international aims and objectives of NPOs, feasible and realistic (regulatory 

environment engenders compliance with the policies and practices) and efficient (or that the 

resources applied to implementation of rules and practices are compatible to the benefits of these 

rules). 
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Table 31. Regulatory Standards and Indicators 

STANDARD INDICATORS  

1. Well 

communicated 

 Is it clear and concise? 

 Does it use plain language? 

 Is it readily available to all who need or want it? 

 Is it easy to understand? 

 Is it user friendly? 

2. Fair  Is it applied consistently and fairly? 

 Is it transparent and accountable? 

 Is it flexible enough to allow for exceptional circumstances? 

 Does it encourage trust between parties? 

 Can people appeal or make objections? 

3. Proportionate  Is it proportionate to the issue? 

 Do the benefits justify the costs? 

 Is it targeted at the problem? 

 Is the decision based on risk? 

 Is the burden on those affected reasonable and manageable? 

4. Enabling  Does it strengthen and support the work of the sector? 

 Does it provide incentives to encourage NPOs to be part of the 

regulatory regime? 

 Are any NPOs working outside of the regulatory regime? 

 Does it restrict any NPO activities? 

5. Context  Do the objectives fit with domestic and international priorities? 

 Do different stakeholders share and react to information? 

 Is the main strategic approach clear and being followed? 

 Is it integrated with the legal system?  

 Does it address a problem not addressed by other authorities? 

6. Feasible and 

realistic 

 Is it enforceable? 

 Can policies be monitored and policed? 

 Do all parties have the capacity and resource to comply? 

 Are there barriers to application? 

 Do all NPOs know about the system or process? 

7. Efficient  Does the system achieve what is intended? 

 Do all processes happen in a timely manner? 

 Is it overly bureaucratic? 

 Does it duplicate the work of other authorities? 

 Are processes cost-efficient? 
Source: Charity Commission (2008). 

 

The following pages show the assessment of four primary regulatory agencies, namely the 

Securities and Exchange Commission (responsible for non-stock corporations), the Cooperatives 

Development Authority (responsible for cooperatives), the Housing and Land Use Regulatory 

Board (responsible for homeowners associations), and the Bureau of Labor Relations (responsible 

for trade unions), and three (3) secondary agencies, the Department of Social Welfare and 

Development, the Insurance Commission, and the Department of Health. The accreditation process 

of the Philippine Council for NGO Certification is described in the last part of this chapter, but the 

body has not been formally assessed by the LAC.  
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II.  SECURITIES AND EXCHANGE COMMISSION  (www.sec.gov.ph)  

 

The SEC is one of the primary registration authorities for NPOs, which under the Corporation 

Code, fall within the category of  Non-Stock Corporations. In addition, there are two other special 

corporations listed under the Code: educational corporations and religious corporations 

(corporation sole and religious societies).   

 

The main office of the SEC is in Mandaluyong, Metro Manila, while there are also seven extension 

offices (in Baguio, Legazpi, Iloilo, Cebu, Davao, Cagayan de Oro and Zamboanga cities) that 

accept applications for registration. 

 

SECós mandate is twofold: 

 

a. It is the regulator of the capital market.  It issues secondary registration to corporations 

(with primary SEC registration) dealing in securities, pursuant to the Securities Regulation 

Code
15

; and 

 

b. It functions as a registration body to grant juridical personality to those who want to 

establish a stock corporation or a non-stock corporation pursuant to the Corporation Code 

of the Philippines
16

  or a partnership pursuant to the Civil Code of the Philippines.   

 

It has the power to investigate officers, directors, stockholders, trustees of its registered 

corporations for violations of the Securities Regulation Code, the Corporation Code, except those 

which are intra-corporate in nature and other laws enforced by the Securities and Exchange 

Commission.  

 

The next sections discuss the summary results of the evaluation of the SEC according to the 

regulatory objectives. 

 

II.A.  Regulatory Objective No. 1: Establishing NPOs 

 

The minimum standards under the Tool for Regulatory Objective No. 1 are as follows: 

 

 Citizens are free to establish NPOs except in limited and exceptional circumstances. 

 Laws and regulations for establishing NPOs cover all those NPOs that need to be covered, 

whilst excluding those that do not. 

 

The Philippine Constitution enshrines freedom of association as a basic fundamental right.  Any 

group of persons may form an association as long as its purposes are not contrary to law.   

 

The Corporation Code provides a very exhaustive framework for the incorporation and 

organization of NPOs. As of March, 2008, there are 76,512 non-stock corporations registered with 

SEC. See Tables 12 and 13 above for the breakdown of registered non-stocks by region and 

industrial classification.  

 

 

                                                
15 http://www.sec.gov.ph/ 
16 http://www.sec.gov.ph/laws/B.P.68/Corporation%20Code%20of%20the%20Philippines.pdf 

http://www.sec.gov.ph/
http://www.sec.gov.ph/
http://www.sec.gov.ph/laws/B.P.68/Corporation%20Code%20of%20the%20Philippines.pdf
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The SEC has issued the SEC Citizensô Manual for Registration of Corporations and Partnerships to 

assist the public in the registration process.  The Manual provides matrices which are user-friendly, 

can be accessed at SECôs website (http://www.sec.gov.ph/) under the subheading Publication and 

contains the following information, among others: 

  

STEPS IN REGISTRATION  

1 Verify/reserve proposed name with the Name Verification Unit.  

2 Draw up the Articles of Incorporation and By-laws in accordance with the 

Corporation Code. Forms of Articles of Incorporation and By-Laws may be 

downloaded from the SEC Website. 

3 If required, get endorsements from other government agencies as given in Table 4. 

In addition, the CRMD obtains clearances from other SEC departments whenever 

these are deemed appropriate.  

4 Deposit paid-up capital / contribution (for foundations only) in the bank. Table 5 
gives the minimum paid-up capital requirements for certain types of corporations.  

5 Present 6 sets of the accomplished forms and documents for pre-processing at the 

CRMD. Only complete application documents are accepted for processing. All 

documents executed outside the Philippines must be authenticated by the 
appropriate Philippine embassy or consulate in the area concerned.  

6 Pay the filing fees to Cashier.  

7 Claim the Certificate/License from the Releasing Unit, Records Division upon 

presentation of the official receipt issued for payment of filing fee.   

 

The SECôs website also provides the following information regarding the filing of applications.  

 

 All applications and supporting documents must be in six (6) copies and have cover sheets.   

 Documents signed abroad must be authenticated by the Philippine Embassy or Consulate in 

the country where signed.  

 All persons whose names appear in the application forms must indicate their Tax 

Identification Number (TIN). 

 

With respect to initial filings of application for registration, the following instructions in the 

website are given: 

 

 Non-Stock Corporation Basic Requirements:  

 

1. Name verification slip;  

2. Articles of Incorporation and By-laws;  

3. Affidavit of an incorporator or director undertaking to change corporate name;  

4. List of members, certified by the Corporate Secretary; and,   

5. List of contributors and amount (minimum of P 5,000.00 for ordinary non-stock) 

contributed certified by the treasurer.  

 

Items 3, 4, and 5 need not be submitted if already stated in the Articles of Incorporation.   

http://www.sec.gov.ph/
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 Additional Requirements: 

 

1. For Foundations:  Notarized Certificate of Bank Deposit of the contribution of not less 

than P1,000,000.00
17

; and Statement of Willingness to allow the Commission to conduct 

an audit. 

2. For religious corporations: Refer to Sections 109-116 of the Corporation Code of the 

Philippines, and an affidavit of affirmation or verification by the chief priest, rabbi, 

minister or presiding elder. 

3. For federations: Certified list of member-associations by corporate secretary or 

president. 

4. For condominium corporations/associations: Master Deed with primary entry of the 

Register of Deeds and certification that there is no other existing similar condominium 

association within the condominium project. 

5. For neighborhood associations: Certification from the Housing and Land Use 

Regulatory Board (HLURB) that there is no other existing homeownersô or similar 

association in the community where the association is to be established. 

 

Hard copies of Articles of Incorporation and By-Laws are available for a fee from the SEC offices.  

These are for those applicants who may wish to avail of the Express Lane forms where the 

information for specific kinds of corporations depending on purposes is already printed out. 

 

An additional requirement for NPOs engaged in microfinance activities was imposed by the SEC 

thru SEC MC No. 2, Series of 2006
18

.  All NPOs already engaging in or will engage in 

microfinance activities are mandated to state the same as one of their purposes in their respective 

Articles of Incorporation.  All existing NPOs presently engaged in microfinance activities are 

required to amend their Articles of Incorporation and General Information Sheets to comply with 

the SEC directive. 

 

In line with full disclosure requirements, the SEC issued MC No. 3, Series of 2006 
19

, directing all 

corporations and partnerships applying for registration and in their subsequent filings of General 

Information Sheets the following information: 

 

1) specific address of their principal office which shall include the street number, street name, 

barangay, city or municipality and,  

2) specific residence address of each the incorporators, stockholder, trustee or partner. 

 

In June 2008, SEC issued MC No. 5, series of 2008
20

, providing Guidelines and procedures on the 

Use of Corporate and Partnership Names. 

 

Filing fees
21

 for non-stock, non-profit corporations are the following:  

 

 Name verification fee of P40.00 per name (available for a period of 30 days) 

 Filing Fee of P 500.00  for Articles of Incorporation  

 Filing Fee of P500.00 for By-Laws 

                                                
17 SEC Memorandum Circular (MC) No. 1, Series of 2004 increased the initial minimum contribution for foundations 

to P1,000,000.00. (http://www.sec.gov.ph/circulars/cy,2004/sec-memo-1,s2004.pdf ) 
18http://www.sec.gov.ph/circulars/cy,2006/sec-memo-2,s2006.pdf. 
19 http://www.sec.gov.ph/circulars/cy,2006/sec-memo-3,s2006.pdf 
20 http://www.sec.gov.ph/circulars/cy,2008/sec-memo-05,s2008.pdf 
21 See SEC Memorandum Circular 9, Series of 2004. 

http://www.sec.gov.ph/circulars/cy,2004/sec-memo-1,s2004.pdf
http://www.sec.gov.ph/circulars/cy,2006/sec-memo-2,s2006.pdf
http://www.sec.gov.ph/circulars/cy,2006/sec-memo-3,s2006.pdf
http://www.sec.gov.ph/circulars/cy,2008/sec-memo-05,s2008.pdf
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 Legal Research Fee (LRF) equivalent to 1% of filing fee but not less than P10.00.  

 For Foreign Non-Stock:  filing fee of P2,000.00 plus LRF. 

 

SEC Memorandum Circular No. 1, Series of 2004 defined "Foundationsò as ñ a non-stock, non-

profit corporation established for the purpose of extending grants and endowments to support  its 

goals or raising funds to accomplish charitable, religious, educational, athletic, cultural, literary, 

scientific, social welfare or other similar objectives.ò  All foundations are now required to deposit 

its funds in a banking institution regulated by the Bangko Sentral ng Pilipinas. 

 

The SEC rules and policies on registering non-stock, non-profit corporations were found to be 

effective, efficient and well-communicated to the general public. This is evidenced by the huge 

volume of applications for incorporation as non-stock corporations that the SEC receives each year 

and the relatively swift and transparent manner in which application is required to undertake. The 

rules for application are generally known, as these are posted in the SEC website, and published 

materials are also available in the SEC head office and in the regional offices. Several LGUs had 

requested SEC representation at their one stop action center but SEC had to decline the request 

since its online registration system is still being developed. SEC circulars are also provided to the 

Department of Interior and Local Governments for distribution among different local government 

units. There are some concerns, however, that small non-stocks may not be able to register with the 

SEC due to geographical limitations and incidental costs of travelling to main or extension offices 

for application purposes. The SEC also has formal and informal links with other government 

agencies with regards to application of specific types of non-stock, non-profit corporations.  

 

For example, the SEC has established links for assessing the validity of applications: 

 

1. of social welfare organizations, with the Department of Social Welfare and Development; 

2. of entities using the word ñpoliceò in their corporate name or with a ñpeace and order 

purposeò, with the Philippine National Police; 

3. filed by persons with derogatory records as found in the ñwatch listsò of Philippine National 
Police; 

4. of educational institutions, with the Department of Education, the Commission on Higher 

Education and the Technical Education Skills and Development Authority; 

5. of hospitals, with the Department of Health; 

6. of professional organizations, with the Professional Regulatory Commission; 

7. of voluntary fire brigades, with the Bureau of Fire Protection of the Department of Interior 

and Local Government (DILG). 
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Regulatory 

Objectives 

Indicators Assessment 

Establishing 

NPOs 

Well 

Communicated 

 

 Registration of NPOs is generally effective, efficient and well 

communicated. 

 The rules for application are generally known, as these are posted 

in the SEC website, and published materials are also available in 
the SEC head office and in the regional offices. 

Fair  The registration process does not restrict establishment of NPOs 

and fairly applies in a transparent manner to all applicants. There 

is no undue denial of registration as long as all legal requirements 

are complied with.  

 But the criteria/rules of the SEC for referral of applications for 

registration to the Philippine National Police for clearance are not 

spelled out.   

Proportionate  While the registration procedures are uniform for all applicants, 

the ease of registration disavows the need to address the 

proportionality issue. 

 There are some concerns, however, that small NPOs may not be 

able to register with the SEC considering geographical distances 

between area/s of operation and SECôs extension offices. 

Enabling  The registration requirements enable NPOs to perform their 

intended purposes.  The existence of NPOs working outside the 
regulatory framework cannot be discounted, but without any 

additional information to establish the risks and vulnerabilities of 

these non-registered NPOs to misuse and abuse, no conclusive 

findings could be reached as to whether the SECôs registration 
procedures are restricting NPO work. 

 SEC registration is the first step in the establishment of NPOs and 

a requirement by other secondary registration authorities before 

licensing or accrediting NPOs for specific activities. In addition, 
the SEC registration is also required for performing legal acts, 

such as entering into contracts, being accredited for domestic and 

international donations and grants, fund raising activities and 
conducting financial transactions. These are sufficient incentives 

for NPOs to register with SEC.  

Context  The registration procedures comply with domestic laws.  As to 

compliance with international objectives and best practices, the 

SECôs registration procedures are within the context of the needs 
of the Philippine society and has been said to be at par if not 

better than others.  

Feasible and 

realistic 
 The process of registration is widely publicized and made known 

to all concerned.  The number of applications received and acted 

upon by SEC can only prove that the processes are enforceable 
and realistic and that applicants have the resources to comply.   

The fees are reasonable, and have been imposed on a targeted 

approach with respect to foundations. 

Efficient  There is no duplication of work.  At best, SEC procedures have 

been streamlined to accommodate the requirements of other 

government agencies, like the BIR, the DSWD, the HLURB, and 

other secondary regulatory agencies. 
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In response
22

, SEC noted that registrations by mail are discouraged due to resource and time 

constraints in processing the applications, and on line registration is not yet available but is one of 

the systems that will eventually be put in place by the SEC.  Also, the agency noted that the basis 

for referrals is the Corporation Code; but several LAC members noted that the grounds for referral 

of applications made by the SEC to other agencies for clearance and the appeal process for any 

negative findings/ recommendations are not that clear.  
 

 

II .B.  Regulatory Objective No. 2: Identification of NPOs 

 

The minimum standards set by the Tool for this regulatory objective are as follows: 

 

 Names and contact details of existing NPOs are held on a list which is publicly available.  

 The names of the officials ultimately responsible for the administration of the NPO are 

available.   

 NPO contact details on the publicly available list are accurate and up-to-date. 

 

All documents submitted to the SEC are available to the public: 

 

1. Upon request from the Public Relations Unit (PRU) for photocopies or certification for 

minimal fees to cover costs. 

 

2. Through the SEC-I-View which can be accessed via the SEC website. The SEC I-View is 

one of the components of the agencyôs web facility (which includes the SEC-I-Register) and 

was funded from the E-Government Fund. Through this facility, one can view the actual 

submissions of NPOs, including their articles of incorporation and by-laws, the general 

information sheet and audited financial statements Access to this facility can be made 

through the purchase of electronic credits from the SEC head office only, as currently no 

provisions has been made to allow purchase of credits from the extension offices. The 

system can only be accessed at specific hours on Mondays to Fridays, at 8 a. m. to 8 p. m
23

.  

 

All data included in the Articles of Incorporation
24

 is encoded in the SEC-I-View 

(https://ireport.sec.gov.ph/iview/login.jsp). 

                                                
22 The response of the SEC was made by Atty. Ferdinand Sales, Assistant Director, Corporate and Partnerships 

Registration Division, Securities and Exchange Commission, during the March 28 national validation workshop.  
23 It has been noted that as of June, the system can be viewed even on weekends and outside of office hours. 
24 The contents of Articles of Incorporation  include the following:  

1. The name of the corporation;  

2. The specific purpose or purposes for which the corporation is being incorporated. Where a corporation has more than 
one stated purpose, the articles of incorporation shall state which is the primary purpose and which is/are he secondary 

purpose or purposes: Provided, That a non-stock corporation may not include a purpose which would change or 

contradict its nature as such;  

3. The place where the principal office of the corporation is to be located, which must be within the Philippines;  

4. The term for which the corporation is to exist;  

5. The names, nationalities and residences of the incorporators;  

6. The number of directors or trustees, which shall not be less than five (5) nor more than fifteen (15);  

7. The names, nationalities and residences of persons who shall act as directors or trustees until the first regular 

directors or trustees are duly elected and qualified in accordance with this Code;  

8. If it be a stock corporation, the amount of its authorized capital stock in lawful money of the Philippines, the number 

of shares into which it is divided, and in case the share are par value shares, the par value of each, the names, 

nationalities and residences of the original subscribers, and the amount subscribed and paid by each on his subscription, 
and if some or all of the shares are without par value, such fact must be stated;  

https://ireport.sec.gov.ph/iview/login.jsp
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The SEC I-View is one of the components of the agencyôs web facility (which includes the SEC-I-

Register) and was funded from the E-Government Fund. Through this facility, one can view the 

actual submissions of NPOs, including their articles of incorporation and by-laws, the general 

information sheet and audited financial statements  

 

Although the Corporation Code states that the corporation shall adopt its By-Laws
25

 within 1 month 

after receipt of official notice of the issuance of its certificate of incorporation, the Corporation 

Code allows its adoption and filing prior to incorporation, together with the other registration 

documents. 

 

The SEC, upon coordination with the BIR, is able to provide the applicant NPOs with the requisite 

corporate tax identification number (TIN) No. issued by the SEC-I-Register system.  This TIN is 

unique to the NPO and provides a very reliable source of identification. 

 

The information in the General Information Sheets provide: specific present address of the NPO, 

telephone and contact numbers, names of officers, trustees and members, their addresses and 

contributions and number of staff. The General Information Sheet is submitted annually within 30 

days from date of the annual meeting of the NPO as stated in the corporate by-laws. 

 

NPOs are also required to submit audited financial statements of its assets and liabilities, certified 

by any independent certified public accountant in appropriate cases, covering the preceding fiscal 

year and such other requirements as the Securities and Exchange Commission may require.  The 

audited financial statements are required to be submitted within 120 days after the end of the fiscal 

year as specified in the By-laws.  SEC further requires that the same are signed by a certified public 

accountant with a Board of Accountancy number. 

 

Based on the random sampling (885 NPOs registered with SEC) done by the Project Team, there is 

still a number of NPOs that are not up-to-date in their submissions of General Information Sheets 

and Audited Financial Statements. (See Table 15 for the extent of the lack of submissions).  

 

                                                                                                                                                           
9. If it be a non-stock corporation, the amount of its capital, the names, nationalities and residences of the contributors 

and the amount contributed by each; and  

10. Such other matters as are not inconsistent with law and which the incorporators may deem necessary and 

convenient. 

The Securities and Exchange Commission shall not accept the articles of incorporation of any stock corporation unless 

accompanied by a sworn statement of the Treasurer elected by the subscribers showing that at least twenty-five (25%) 

percent of the authorized capital stock of the corporation has been subscribed, and at least twenty-five (25%) of the 

total subscription has been fully paid to him in actual cash and/or in property the fair valuation of which is equal to at 

least twenty-five (25%) percent of the said subscription, such paid-up capital being not less than five thousand 

(P5,000.00) pesos 
25 The contents of the By-laws include the following:  

1. The time, place and manner of calling and conducting regular or special meetings of the directors or trustees;  

2. The time and manner of calling and conducting regular or special meetings of the stockholders or members;  

3. The required quorum in meetings of stockholders or members and the manner of voting therein;  

4. The form for proxies of stockholders and members and the manner of voting them;  

5. The qualifications, duties and compensation of directors or trustees, officers and employees;  

6. The time for holding the annual election of directors of trustees and the mode or manner of giving notice thereof;  

7. The manner of election or appointment and the term of office of all officers other than directors or trustees;  

8. The penalties for violation of the by-laws;  

9. In the case of stock corporations, the manner of issuing stock certificates; and  

10. Such other matters as may be necessary for the proper or convenient transaction of its corporate business and 

affairs.   
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The SEC has been actively cleaning up its register of corporations based on Sections 22 and 141 of 

the Corporation Code and Section 5 of the Securities Regulation Code amending Presidential 

Decree (PD) 902-A.  Section 22 of the Corporation Code states that ñif a corporation has 

commenced the transaction of its business but subsequently becomes continuously inoperative for a 

period of at least five (5) years, the same shall be a ground for the suspension or revocation of its 

corporate franchise or certificate of incorporation.ò   

 

Non-compliance by any corporation of the requirement to submit GIS or Audited Financial 

Statements continuously for 5 consecutive years is tantamount to non-operation and provides just 

cause for the SEC to revoke certificates of registration of these corporations.  

 

Regulatory 

Objectives 

Indicators Assessment 

Identifying 

NPOs  

Well 

Communicated 
 

 Copies of all documents submitted to SEC are made available to 

the public upon request upon payment of fees for photocopying or 

certification. 

 The time period for online access of the SEC website is very 

limited and one needs to purchase electronic credits only from the 

SEC main office. The process of obtaining information on NPOs 

for purposes of identifying them or determining their registration 

is generally well-known and well-communicated to the general 
public. 

Fair  The requirements for accessing NPO data is seen to be fair and 

applied uniformly.   

Proportionate  The reporting requirements are uniform for all NPOs. Efforts have 

to be made so that these requirements become more proportionate.  

Enabling  The reporting requirements and the documents submitted pursuant 

thereto as well as the system of access by the public to these 

documents and the information contained therein all provide an 

enabling environment that would allow NPOs to perform their 
work.  This is especially true for the sourcing of funds from 

donors who may wish to vet the NPOs thru the SEC. 

Context  The reporting requirements and the policies on access to 

information and data on NPOs are within the context of the needs 

of the Philippine society and the legislative intent of our 
lawmakers. 

Feasible and 

realistic 
 The process is enforceable.  All the documents required to be 

submitted to the SEC are listed at the back of the Certificate of 

Registration, for easy reference of NPOs. 

Efficient  There is no duplication of work.  SEC has been proactive in 

ensuring that the public can gain access to SEC data on NPOs and 
all other corporations without undue delay.  The SECôs 

Memorandum of Agreement with the BIR on the provision of the 

requisite TIN to the NPO upon application is a very reliable source 
of identification of NPOs, since the TIN is a unique ID number for 

each taxpayer. 

 Based on the random sampling conducted, less than 10 percent of 

non-profits submit the required reportorial requirements ï the 
General Information Sheets and the Audited Financial Statements- 

on time.  However, SEC has been proactively revoking the 

certificates of registration of NPOs which have not been 

complying with the reportorial requirements for five years.  The 
list of NPOs with revoked licenses can be found at SECôs website. 
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II .C.  Regulatory Objective No. 3:  Identification of Concerns 

 

This regulatory objective is related to Regulatory Objective No. 2 on Identifying NPOs and the 

minimum standards are similar. All corporations are mandated to submit the General Information 

Sheet and Audited Financial Statements to the SEC and these together with the Articles of 

Incorporation and By Laws are available to the public.  

 

For corporations with total assets of P 500,000.00 or more or with gross receipts of P100,000.00 or 

more for the fiscal year, these must be duly audited and certified by an independent Certified Public 

Accountant. In other cases, the financial statements, may instead be attested and sworn to by the 

corporationôs treasurer. Public disclosure of the non-stock, non-profit records are important, while 

coordination with the Bureau of Internal Revenue, Philippine National Police and anti-graft 

agencies is important.  

 

The SEC has tightened its monitoring of non-stock, non-profit corporations; more recently, it has 

issued Memorandum Circular No. 8, Series of 2006, which provides for additional reportorial 

requirements for foundations. In addition, in 2006, they also required organizations to state 

specifically if they conduct microfinance operations under the Social Reform and Poverty 

Alleviation Act.  SEC has revoked the certificates of registration of corporations which have not 

submitted the required reportorial requirements, trimming down the number of registered NPOs 

from a peak of approximately 152,000 in 2002 to less than 77,000 in March, 2008.  

 

The SECôs mandate as a corporate registration agency allows it to monitor compliance with the 

reportorial requirements and other pertinent provisions of the Corporation Code, especially with 

respect to ñultra viresò acts, which include fraudulent and illegal activities as well as those not 

within its purposes. In other words, SEC can examine with thoroughness the reports and data 

submitted by NGOs but it reported that it does not have the human resources to review the volume 

of reports and data submitted.   
 

SEC MC No. 6, series of 2008, (http://www.sec.gov.ph/circulars/cy,2008/sec-memo-05,s2008.pdf) 

was recently issued and provides Guidelines on On-Site Verification of Financial Records Relative 

to Certain Applications Filed with the Commission, for the purpose of ensuring accuracy and 

completeness of the information submitted to the Commission 

 

In addition to the reportorial requirements, foundations are required to submit a Statement of Funds 

under oath by the President within 120 days after the end of the fiscal year as specified in the By-

laws, setting forth in detail the sources and amounts of funds established and the names of the 

beneficiaries and the corresponding amounts of funds granted or endowed thereto by the 

foundation. 

 

While the SEC does not analyze data on NPOs, the agency requires that the financial statements 

(FS) be audited by certified public accountants before submission to the agency. The agency does 

not allow audits by fly-by-night accounting firms and accountants need to have board of 

accountancy numbers and statements of representation in the files of the SEC. They also require a 

statement of management responsibility, and the general information sheet (GIS) have to be signed 

by the corporation president or the corporate secretary.  
 

 

 
 

http://www.sec.gov.ph/circulars/cy,2008/sec-memo-05,s2008.pdf
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Regulatory 

Objectives 

Indicators Assessment 

Identifying 

Concerns 

Well Communicated 

 
 Concerns of misuse or abuse relative to activities committed by 

or to NPOs are identified by the SEC from complaints received 

from the public.  

 Non-compliance with reportorial requirements is acted upon by 

the SEC in a proactive manner. 

Fair  All procedures relative to complaints and concerns received 

from the public are subject to administrative due process. 

Proportionate  The rules and procedures are uniform for all and are not based 

on proportionality, with the exception of foundations.  

Enabling  The administrative processes allow a venue for the public to air 

their complaints and concerns.   

 The SEC does not analyze the data/ information it collects to 

come up with updated analyses of the NPO sector to identify 

trends, concerns and risks.  

Context  The approach used to identify concerns through the public is 

generally the most strategic one that can be availed of given 

the limited resources of SEC.  The processes are well 
integrated into administrative procedures of the SEC.  

Feasible and realistic  The public is well aware of the complaints system of the SEC 

which is documented in internal rules and procedures which 

are conducted according to due process. 

Efficient  The system is efficient as evidenced by the prompt handling 

and disposition of cases by the SEC, which would not have 
been the case if the concerns and issues were not fully 

identified.   

 Where information on the NPO is lacking or not available, the 

SEC has powers to subpoena the necessary documents and 
information and to call upon the responsible persons in control 

of the NPO to provide this required information. 

 

 
II .D. Regulatory Objective No. 4: Investigation of Concerns 

 

The minimum standards under the Tool for this regulatory objective are: 

 

 There are competent authorities with the responsibility to investigate. 

 The authorities are able to identify the cases that they need to investigate. 

 The authorities have the capability and resources to investigate. 

 The authorities are able to identify serious issues. 

 

The SEC has inherent powers under its charter to investigate complaints of wrongdoings by its 

registered NPOs for violations of the Corporation Code and other related laws, rules and 

regulations.  SEC has powers to subpoena documents from these organizations and can require 

witnesses to attend hearings.  

 

At present there are 43 staff, including 13 investigators, in the SECôs Compliance and Enforcement 

Department (CED).  These staff are qualified to act on complaints received from the public, which 

may or may not be given due course depending on the facts and causes of action cited, as may be 
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determined by the Investigating Officer/s. The CED informant stated that there are very few 

complaints filed or investigations undertaken against NPOs.   

 

SECôs website provides guidance to the public on how complaints may be filed: 

 

 Use a downloadable form and send electronically , by e-mailing the completed form to 

ced@sec.gov.ph, or 

 Print and fill out a form or write us a letter, mail or deliver to the Compliance and 

Enforcement Department, 5th floor, SEC Building Ortigas, Mandaluyong City. 

 Critical information that need to be included in the complaint:   

 

 Complainantôs name, mail and email addresses, and telephone numbers. 

 Name, mail and email addresses, telephone numbers, and website address of any 

individual or company mentioned in the complaint. 

 Specific details of the circumstances surrounding the complaint 

 

The Complaints and Investigation Division of the CED evaluate the complaint.  It is the general 

policy of the SEC to conduct its investigations on a confidential basis to preserve the integrity of its 

investigative process as well as to protect persons against whom unfounded charges may be made 

or where the SEC determines that enforcement action is not necessary or appropriate. 

 

Subject to the provisions of the Article III, section 7, of the 1987 Constitution, the SEC cannot 

disclose the existence or non-existence of an investigation and any information gathered unless 

made a matter of public record in proceedings brought before the SEC or in the courts. Information 

about public enforcement actions are published at SECôs website. 
  
The investigations are undertaken with a "project management approach," i.e., meeting set targets 

according to an agreed-upon timetable and reassessing the plan of investigation at regular intervals. 

 

It is noteworthy to reiterate that SECôs mandate covers both the capital market regulation and the 

registration of corporation and partnerships and as such, the CED handles investigations of 

violations not only of the Corporation Code, but also the Securities and Regulation Code as well as 

all other securities related laws.  

 

SEC acts on and investigates complaints against NPOs on the basis of complaints received from the 

public.  Where the initial investigation finds that the facts and causes of action may cause serious 

damage to the public, full investigation is conducted in accordance with its internal administrative 

procedures until a final disposition of the case is reached.   

http://203.167.80.132/ced/Investor%20Complaint%20Inquiry%20Form.doc
mailto:ced@sec.gov.ph
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Regulatory 

Objectives 

Indicators Assessment 

Investigating 

Concerns 

Well 

Communicated 
 

 SEC acts on and investigates complaints from the public about 

illegal activities of NPOs which actions have resulted in 

revocation of registration of and imposition of administrative 
fines against these entities.  

 The SEC has adopted Internal Rules in the conduct of its 

investigations.  

Fair  All investigative procedures relative to complaints and concerns 

received from the public are subject to administrative due 

process. 

 SEC abides by a confidentiality policy for all complaints and the 

information contained therein unless these have been made a 

matter of public record in proceedings before the SEC or in the 

courts. 

Proportionate  The rules and procedures of investigation are uniform for all 

NPOs and are not based on proportionality, differing only in 
factual circumstances and legal requirements from where 

deviations in final dispositions of cases may result. 

Enabling  The fact that SEC acts on and investigates complaints from the 

public about illegal activities of NPOs provides an enabling 
environment for the general populace, who are assured that there 

is a venue where they may seek legal remedies. 

Context  The investigation rules and procedures are all within the context 

of domestic laws and in accordance with administrative due 

process. 

Feasible and 

realistic 
 The investigative rules and procedures are conducted according 

to due process. 

Efficient  The system is efficient as evidenced by the prompt handling and 

disposition of cases by the SEC.  Enforcement actions are 

published at SECôs website. 

 SECôs capacity to investigate is limited due to the small number 
of investigative staff.  

 

 

II .E.   Regulatory Objective No. 5: Protecting NPOs 

 

Abuse of an NPO can be defined as any circumstance in which its resources are diverted for any 

purpose other than that for which they were intended. Resources include money, property, tools, 

vehicles and intangible resources such as staff time, name and reputation. Abuse may be input 

abuse (e.g. bogus fundraising or diversion of legitimate funds raised), administrative abuse (e.g. 

fraud by the NPO or an official) and output abuse (funds not spent on the objects).    

 

The minimum standards set by the Tool are as follows: 

 

 That there are competent authorities who have the responsibility for taking protective action in 

any case where there is a serious risk of ongoing abuse.  

 The responsible authorities have the legal authority to take protective action when necessary. 

 The responsible authorities have the legal authority to punish those responsible for abuse of an 

NPO. 
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SECôs powers to protect NPOs and their beneficiaries from the risk of misuse and abuse are 

basically intertwined with its power to investigate concerns (Regulatory Objective No.5).  The 

power of SEC to act on and investigate complaints received from the public against NPOs or their 

officers, trustees and members is corollary to its power to protect the same NPOs, their members 

and beneficiaries. This is separate and independent from any action that can be taken by secondary 

regulators of subject NPOs, where applicable. 

 

While the SEC has the authority to issue cease and desist orders (CDOs), insofar as NPOs are 

concerned, these CDOs can be availed of only if the SEC finds probable cause that the NPOs have 

committed a violation of the Securities Regulation Code (SRC) or any rules promulgated 

thereunder.  In other words, if the NPO and its officers, directors and staff are found to have 

committed fraud relative to mismanagement of NPO funds (which is not related to securities 

matters as defined under the SRC), the remedy of the members and/or beneficiaries is to file an 

application before the regular courts for a preliminary attachment and/or injunction over the NPOôs 

assets and funds.   

 

The SEC, on its part, can impose administrative fines and penalties against the NPO, suspension or 

revocation of its certificate of registration, without prejudice to the filing of criminal cases before 

the regular court against the responsible officers, trustees and/or members. 

 

There were two cases involving misrepresentation of the objectives of the NPOs where the SEC 

promptly revoked their certificates of registration.  As previously mentioned, the certificates of 

registration of thousands of non-stock corporations have already been revoked by the SEC for non-

submission of reportorial requirements, as part of the ongoing clean-up by the SEC of its corporate 

and partnership registry list.   

 

The list of corporations with revoked certificates of registration is published at SECôs website. 
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Regulatory 

Objectives 

Indicators Assessment 

Protecting 

NPOs 

Well 

Communicated 
 

 SECôs power to protect NPOs is linked to its power to investigate 
complaints and concerns received from the public.  

 SECôs charter and legal mandate allow a venue for the public to 
air their complaints and concerns though complaints which are 
filed either electronically, by mail or personal delivery to SECôs 

offices. 

Fair  All procedures relative to complaints and concerns received from 

the public are subject to administrative due process, where every 

person is given his ñday in courtò, so to speak. 

Proportionate  The SEC has the legal authority to punish those responsible for 

abuse of an NPO.  Sanctions include suspension or revocation of 

certificates of registration, administrative fines and penalties, 

without prejudice to the filing of criminal cases before the regular 

court against the responsible officers, trustees and/or members.  
The sanctions are imposed on the basis of gravity of the violation 

and the injury to the complainant/s and the public 

Enabling  SEC has the legal authority to take protective action when 

necessary.  

 The public is given feedback on enforcement actions taken by the 

SEC which are published in SECôs website.  

Context  Despite the laws, rules, policies and processes for investigation of 

NPOs and the feedback provided thereon, which have been put in 

place for the protection of both NPOs and the general public, 

there is still a general perception among the non-government 
members of the Assessment Team that it is not clear to them that 

such processes and policies are for the protection of the NPOs.  

This will be further discussed in the Consolidated Assessment of 
the regulatory sector. 

Feasible and 

realistic 
 The laws and rules to protect NPOs are in place and are being 

enforced according to due process. 

Efficient  The system is efficient as evidenced by the prompt handling and 

disposition of cases by the SEC.   

 

 

I I .F. Regulatory Objective No. 6: Mitigating Risks 

 

The Tool provides the following minimum standards for this regulatory objective: 

 

 Legal obligations are clearly explained. 

 Advice and guidance is provided on compliance with regulations.  

 Steps are taken to raise awareness of legal obligations and sources of guidance amongst 

NPOs.  

 There are routine consultations with NPOs on all major changes to regulatory laws and 

policies.  

 NPO best practices are defined, promoted and efforts are made to educate the sector on 

them. 

 Information on the sector as a whole is regularly gathered and analyzed. 

 There a regular review to identify and adapt to new and developing risks within the sector. 
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As previously mentioned, insofar as NPOs are concerned, SECôs mandate is focused on registration 

and ensuring compliance with reportorial requirements.  It has provided a Help Desk to assist NPOs 

in complying with its legal obligations.  Procedures for compliance and for filing of grievances and 

complaints are provided in SECôs website. 

 

The SEC is also currently undertaking a dialogue with several NPOs to fine-tune policies on 

corporate governance for this sector. 

 

The following standards do not fall within SECôs mandate: 

 

 Dissemination of NPOsô best practices.  The NPO networks have proactively undertaken 

this responsibility.  

 Analysis of Information gathered which includes the number, size, nature and activities of 

the NPOs. SEC functions as a registering agency and monitors compliance with reportorial 

requirements and provisions of the Corporation Code.  It gathers the required information in 

accordance with its charter but does not analyze them.  

 

However, SEC has the legal authority pursuant to its rule making powers to issue circulars that 

address evolving issues within the sector.  Two examples are: 

 

 SEC MC No. 2, series of 2006 which requires NPOs engaging in or will engage in microfinance 

activities to report the same as one of the NPOôs purposes in its Articles of Incorporation.  

Existing NPOs engaging in microfinance activities are required to amend their Articles of 

Incorporation to comply with this directive. 

 

 SEC MC No. 3, Series of 2006, directing all corporations and partnerships to state in their 

applications for registration and in their subsequent filings of General Information Sheets the 

following information: 

 

i. specific address of their principle office which shall include the street number, street 

name, barangay, city or municipality and,  

ii.  the specific residence address of each the incorporators, stockholder, trustee or partner. 

 

 SEC MC No, 8, Series of 2006 which imposes additional reportorial requirements on 

foundations and is SECôs contribution towards addressing the issue of the risk of NPOs being 

used for money laundering and terrorist financing. These additional reports are:  Statement of 

Funds under oath by the President, setting forth in detail the sources and amounts of funds 

established and the names of the beneficiaries and the corresponding amounts of funds granted 

or endowed thereto by the foundation. 

 

In addition, the SEC has initiated efforts to partner with other regulatory agencies to understand and 

enhance the NPO sector. For example, the SEC is set to enter into a Memorandum of Agreement 

with DSWD with respect to coordination between the two agencies relative to social welfare 

agencies whose secondary registration, licensing and accreditation have been revoked. There are 

also moves to enhance existing MOAs between the agency and the Department of Health and the 

Professional Regulation Commission. 
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Regulatory 

Objectives 

Indicators Assessment 

Mitigating 

Risks 

Well 

Communicated 
 

 SEC has rule making powers which it has used to issue 

Memorandum Circulars which address evolving issues affecting 

the NPO sector, thereby enhancing the kind of information 
gathered from the NPOs.  These MCs are well publicized in 

SECôs website.  

 SEC has provided a Help Desk to assist NPOs in complying 

with its legal obligations.  Procedures for compliance and for 

filing of grievances and complaints are provided in SECôs 
website. 

Fair  The rules are fair and are applied uniformly on the same class of 

NPOs. 

Proportionate  The rules that SEC has issued are proportionate to the evolving 

issues affecting the sector. 

Enabling  The SEC regulatory regime does not unduly restrict NPOs in 

their activities. 

Context  The rules are well within the context of SECôs rule making 
powers and are compliant with the needs of the sector and the 

public. 

Feasible and 
realistic 

 The rules are enforceable and do not present any undue burden 

upon NPOs with regards to compliance. 

Efficient  The information gathered by SEC is accessible by the public, in 

particular by the NPOs themselves, grant makers and donors, 

law enforcement agencies, government agencies. 

 SECôs mandate is focused on registration and ensuring 

compliance with reportorial requirements. Despite this, it has 
made efforts to partner with other regulatory agencies and with 

NPOs to understand and enhance the NPO sector.  
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III . COOPERATIVE  DEVELOPMENT AUTHORITY ( http://www.cda.gov.ph/) 

 

The national hero of the Philippines, Dr. Jose P. Rizal put up the first cooperative in the 

Philippines. After his side trip to Sandakan, Borneo in 1892, he requested Governor Despudol that 

he and some relatives and friends be permitted to move to that place and found a colony under the 

cooperative plan of Robert Owen. Instead, he was arrested for treason and banished to Dapitan, 

Zamboanga del Norte. In Dapitan, Rizal had his ideas in cooperation partially fulfilled. He put up a 

school for the poor community on a purely cooperative basis. He also established a cooperative 

store with the help of his pupils. One noteworthy group organized by Rizal was the La Sociedad de 

los Abacaleros (Society of Abaca Producers). This functioned for only one year. Rizal returned the 

members share capital without any loss. 

 

Gov. Teodoro Sandiko, earned the title of Father of Cooperation in 1908 after the bill he prepared 

to protect and develop the agricultural interest in the country became Act 2508. 

 

Thereafter, many laws were passed dealing with cooperatives. Formerly, the cooperatives were 

registered with various offices; sugar cooperatives were registered with the Sugar Regulatory 

Administration (SRA), transport cooperatives with the Office of Transport Cooperatives (OTC) and 

electric cooperatives with the National Electrification Administration (NEA) and so on.  

 

To help the government address the confusing and conflicting rules and regulations, which 

governed the registration of cooperatives, a Bill was passed and signed as law through RA 6938 by 

then President Corazon C. Aquino on March 10, 1990. A companion law was also passed creating 

the Cooperative Development Authority under the Office of the President through Republic Act 

6939 to unify government efforts in the promotion of growth and development of cooperatives and 

rationalize rules and policies on cooperative registration into one agency. It absorbed the functions 

of the Bureau of Agricultural Cooperatives Development (BACOD-DA) and the Regional 

Cooperatives Development Assistance Offices (Regions IX and XII) and transferred to it the 

registration and supervision of cooperatives registered under PD Nos. 175, 775 and 269 as amended 

by PD 1645 including EO 269. 

 

The Cooperative Development Authority (CDA) is a government agency created by virtue of 

Republic Act No. 6939 in compliance with the provisions of Section 15, Article XII of the 

Philippine Constitution of 1987 which mandates Congress to create an agency to promote the 

viability and growth of cooperatives as instruments for equity, social justice and economic 

development. Republic Act (RA) 6939 was signed into law on March 10, 1990. 

 

The CDA is governed by a Board of Administrators consisting of a Chairman and six members 

appointed by the President and are chosen from among the nominees of the cooperative sector with 

two representatives each from Luzon, Visayas, and Mindanao. They serve for a term of six years 

without reappointment. 

 

Section 3 of RA 6939 enumerates the powers, functions and responsibilities of the CDA: 

 

1. Formulate, adopt and implement integrated and comprehensive plans and programs on 

cooperative development consistent with the national policy on cooperatives and the overall 

socio-economic development plans of the Government; 

 

2. Develop and conduct management and training programs upon request of cooperatives that 

will provide members of cooperatives with the entrepreneurial capabilities, managerial 

http://www.cda.gov.ph/
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expertise, and technical skills required for the efficient operation of their cooperatives and 

inculcate in them the true spirit of cooperativism and provide, when necessary, technical 

and professional assistance to ensure the viability and growth of cooperatives with special 

concern for agrarian reform, fishery and economically depressed sectors; 

 

3. Support the voluntary organization and consensual development of activities that promote 

cooperative movements and provide assistance towards upgrading managerial and technical 

expertise upon request of the cooperatives concerned; 

 

4. Coordinate the efforts of the local government units and the private sector in the promotion, 

organization and development of cooperatives; 

 

5. Register all cooperatives, their federations and unions, including their divisions, 

consolidations, dissolutions or liquidation. It shall also register the transfer of all or 

substantially all of their assets and liabilities and such other matters as may be required by 

the authority; 

 

6. Require all cooperatives, their federations and unions to submit their annual financial 

statements, duly audited by certified public accountants, and general information sheets; 

 

7. Order the cancellation after due notice and hearing of the cooperatives certificate of 

registration for non-compliance with administrative requirements and in case of voluntary 

dissolution; 

 

8. Assist cooperatives in arranging for financial and other forms of assistance under such 

terms and conditions as are calculated to strengthen their viability and autonomy; 

 

9. Establish extension offices as may be necessary and financially viable to implement this 

Act. Initially, their shall be extension offices in the Cities of Dagupan, Manila, Naga, Iloilo, 

Cebu, Cagayan de Oro and Davao; 

 

10. Impose and collect reasonable fees and charges in connection with registration of 

cooperatives; 

 

11. Administer all grants and donations coursed through the Government for cooperative 

development, without prejudice to the right of cooperatives to directly receive and 

administer such grants and donations upon agreement with the grantors and donor thereof; 

 

12. Formulate and adopt continuing policy initiatives consultations with the cooperative sector 

through public hearing; 

 

13. Adopt rules and regulations for the conduct of its internal operations; 

 

14. Submit an annual report to the President and Congress on the state of the cooperative 

movement; and 

 

15. Exercise such other functions as may be necessary to implement the provisions of 

cooperative laws and, in the performance thereof, the Authority may summarily punish for 

direct contempt any person guilty of misconduct in the presence of the Authority which 

seriously interrupts any hearing or inquiry with a fine of not more than Five hundred pesos 
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or imprisonment of not more than ten days, or both. Acts consisting indirect contempt as 

defined under Rule 71 of the Rules of Court shall be punished in accordance with the said 

rule. 

 

The central office of the agency is located in Quezon City, while extension offices are located in 

each of the regions of the country. 

 

The next sections discuss the summary results of the evaluation of the CDA according to the 

regulatory objectives. 

 

 

III .A. Regulatory Objective No. 1: Establishing Cooperatives  

 

The minimum standards under the Tool for Regulatory Objective No. 1 are as follows: 

 

 Citizens are free to establish Cooperatives except in limited and exceptional circumstances. 

 Laws and regulations for establishing Cooperatives cover all those Cooperatives that need 

to be covered, whilst excluding those that do not 

 

The Philippine Constitution enshrines freedom of association as a basic fundamental right.  Any 

group of persons may form an association as long as its purposes are not contrary to law.   

 

Article 3 of the RA 6938 or the Cooperative Code empowers the CDA with the exclusive 

mandate to register all kinds of cooperatives.  

 

A cooperative is defined under Republic Act 6939 or the Cooperative Code of the Philippines as ña 

duly registered association of persons, with a common bond of interest, who have voluntarily 

joined together to achieve a lawful common social or economic end, making equitable 

contributions to the capital required and accepting a fair share of the risks and benefits of the 

undertaking in accordance with universally accepted cooperative principles.ò  

 

Preliminary statistics as of February 2008 obtained from the CDA shows that there are 76,042 

cooperatives in the Philippines, 21,068 of which are operating cooperatives and 21,473 are non-

operating cooperatives. See Table 19 for exact figures.  
 

Cooperative Principles 

 

Every Cooperative shall conduct its affairs in accordance with Filipino culture and experience and 

the universally accepted principles of cooperation such as: 

 

 Open and Voluntary membership;  

 Democratic Control; 

 Limited Interest Capital, or share capital should receive a limited rate of interest; 

 Division of Net Surplus, or net surplus shall be equitably distributed to its members; 

 Cooperative Education, or all cooperatives shall make provision for education of their 

members; 

 Cooperative among Cooperatives, or active cooperation with each other. 
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Cooperative Practices and Operational Guidelines 

 

Cooperatives follow certain operational guidelines. Some are adopted from standard international 

practices, others are local innovations. But all these are aimed at perfecting cooperative operations. 

These are the activities that cooperatives are allowed to engage in: 

 

 Capital Formation ï through membership fees, withholding a portion of net earnings profits 

or by assessment based on units of products sold or purchased. 

 Cash Trading - This is business done on a cash and carry basis.  

 Selling of goods and services at market price.  

 Avoidance of destructive competition by fostering constructive competition and forging 

cooperation to get a better deal from manufacturers and suppliers. Credit unions are formed 

to counter the power of large scale financial institutions.  

 Constant expansion through recruitment of new members.  

 Production of Quality standardized goods.  

 Cooperative wholesale business or interlending (cooperative bank).  

 Maximizing the benefits from the wholesale business. 

 Minimizing expenditures.  

 

Types of Cooperatives 

 

 Credit Cooperative: promotes thrift and savings among its members and creates funds in 

order to grant loans for productive and provident purposes. 

 Consumer Cooperative: The primary purpose is to procure and distribute commodities to 

members and non-members. 

 Producers Cooperative: undertakes joint production whether agricultural or industrial. 

 Marketing Cooperative: engages in the supply of production inputs to members, and 

markets their products. 

 Service Cooperative: engages in medical and dental care, hospitalization, transportation, 

insurance, and housing, labor, electric light and power communication and other services. 

 Multi - Purpose Cooperative: combines two or more of the business activities of these 

different types of cooperatives. 

 

Categories of Cooperatives 

 

Cooperative shall be categorized according to membership and territorial consideration. In terms of 

membership, cooperatives shall be categorized into: 

 

 Primary  - The members of which are natural persons of legal age. 

 Secondary - The members of which are primaries. 

 Tertiary  - the members of which are secondaries upward to one (1) or more apex 

organizations. 

 

Thus, those with cooperative memberships are considered federations or unions as the case may be. 

In terms of territory, cooperatives shall be categorized according to areas of operation which may 

or may not coincide with the political subdivisions of the country but, those organized by minors 

shall be considered a laboratory cooperative and must be affiliated with a registered cooperative. It 

is governed by special guidelines promulgated by the CDA. 
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Benefits and Privileges 

 

Cooperative registered under R.A. 6938 shall, notwithstanding the provisions of any law to the 

contrary, be also accorded the following privileges: 

 

Á Depositing their sealed cash boxes or containers, documents or any valuable papers in the 

safes of the municipal or city treasurers and other government offices free of charge, and the 

custodian of such articles shall issue a receipt acknowledging the articles received duly 

witnessed by another person; 

Á Free use by government employeesô cooperatives of any available space in their agency; 

Á Cooperatives rendering special types of services and facilities such as cold storage, ice 

plant, electricity, transportation, and similar services and facilities shall secure a franchise 

therefor, and such cooperatives shall open their membership to all persons qualified in their 

areas of operation; 

Á Preferential right to supply government institutions and agencies rice, corn and other grains, 

fish and other marine products meat, eggs, milk, vegetables, tobacco and other agricultural 

commodities produced by their members;  

Á Preferential treatment in the allocation of fertilizers and in rice distribution; 

Á Preferential and equitable treatment in the allocation or control of bottomries of commercial 

shipping vessels in connection with the shipment of goods and products of cooperatives; 

Á Preferential rights in management of public markets and/or lease of public market facilities, 

stall or spaces; 

Á Credit cooperatives and/or federations shall be entitled to loans, credit lines, rediscounting 

of their loan notes, and other eligible papers with the Development Bank of the Philippines, 

the Philippine National Bank, the Land Bank of the Philippines and other financial 

institutions except the Central Bank of the Philippines; 

Á Exemption from pre-qualification bidding requirements, when transacting with government 

agencies; and 

Á Privilege of being represented by the provincial or city fiscal or the Office of the Solicitor 

General, free of charge, except when the adverse party is the Republic of the Philippines. 

 

A cooperative formed or organized under RA 6938 or the Cooperative Code of the Philippines 

(Cooperative Code) acquires juridical personality from the date the CDA issues a Certificate of 

Registration under its official seal. xxxò. 

 

The Cooperative Code has devised very clear-cut steps for the cooperative organizer and members 

to register their cooperative. Registration requires the submission of the following documents: 

 

Á Four copies each of the Economic Survey, Articles of Cooperation and By-Laws duly 

notarized; 

Á Bonds of accountable officer(s) (any directors, officers and employees) handling funds, 

securities, of properties in behalf of the cooperative; 

Á Sworn statement of the treasurer duly notarized showing that at least 25% of the authorized 

share capital has been subscribed, and at least 25% of the total subscription has been paid. 

The paid-up capital must not be less than Php 2,000.00; 

Á It must be noted that no member may own more than 20% of the subscribed share capital 

and each share must not be less than Php 1.00. 

 

All applications for registration shall be finally disposed of by the CDA within a period of thirty 

(30) days from the filing thereof, otherwise the application is deemed approved, unless the cause of 




