
 

 

 

For attention           

Email: ahermans@parliament.gov.za 

 

26 July 2012 

 

ACCA SUBMISSION ON THE CO-OPERATIVES AMENDMENT BILL 2012  

 

The Portfolio Committee on Trade and Industry holds public hearings on the Co-

operatives Amendment Bill 

[B17-2012] and the Co-operatives Second Amendment Bill [B18-2012].  

Please accept herewith our submission on the proposed amendments.  

 

Kind regards  

Nicolaas van Wyk  

Head Technical Policy: South Africa 

ACCA (South Africa) 
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BACKGROUND  

1. The current Co-operatives Act 14 of 2005 provides for: 

- The formation and registration of co-operatives 

- The establishment of a Co-operatives Advisory Board 

- The winding up of co-operatives 

 

2. The current Act requires that an “audit” should be conducted in each financial year 

of the co-operative. In terms of section 47(1) (a) to (d) the auditor of a co-

operative is not required to express an opinion on the fair presentation of the 

financial statements. Very specific duties are required of the auditor. However, the 

Act requires an audit to be carried out and may only be performed by a registered 

auditor. 

 

3. The current Act defines an auditor as: 

a. A person registered in terms of the Auditing Profession Act 26 of 2005 

b. A firm as defined in that Act or 

c. Where appropriate, any other person authorised by regulation to conduct an 

audit of a co-operative.  

 

4. Section 47 of the current Act requires that an audit of the affairs of a co-operative 

must be conducted annually in respect of each financial year in order to: 

a. Ensure that financial statements are drawn up in  conformity with  generally 

accepted accounting practices 

b. Verify that the co-operative has maintained adequate records in accordance 

with the requirements of its constitution and this Act 

c. Report generally as to whether the assets and facilities of  a co-operative are 

being properly managed  and the  operations  of  a co-operative are  being  

conducted in accordance with co-operative principles  

d. Report on any other matter the auditors are required to report on in terms of 

a co-operative‟s constitution.  

 

5. In terms of the current Act a co-operative that is not able to afford the costs of an 

annual audit may apply in writing to the registrar for an exemption from the 

requirements of section 47.  

 

6. The ground for exemption is stipulated in section 55. According to this section the 

co-operative should apply to the Registrar of Co-operatives for exemption. 

Exemption will be considered based on the following: 

a. The costs of an annual audit would materially affect the financial 

sustainability of the co-operative 

b. The co-operative has  maintained  adequate financial records,  and  is  able 

to prepare annual financial statements and having regard to the size and 

kind of co-operative, the interests of members are adequately protected 
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7. It is important to note that the Registrar may stipulate conditions to an exemption 

granted in terms of this section, if the registrar considers that it will serve the 

purpose of this Act to do so.  This means that the Registrar may exempt a co-

operative from being “audited”. In terms of the Auditing Professions Act 2005 only 

a registered auditor may perform an audit. The Registrar should therefore not only 

exempt the co-operative from appointing a registered auditor but should also 

provide exemption from the audit. A “suitable qualified person” is not allowed to 

perform an audit. This person may however perform a review, agreed-upon 

procedure or accounting officer engagement.  

 

8. ACCA members and many other qualified accountants have been regarded by the 

Registrar as “suitable qualified persons” for many years. As “suitable qualified 

persons” they obtain agreement from the co-operative and the Registrar of Co-

operatives to perform: 

a. An accounting officer report as required in the Close Corporation Act, 1984 

with necessary amendments to the context 

b. A report issued in terms of ISRS 4400: Agreed-Upon Procedures 

c. A report issued in terms of ISRE 2400: Review engagements 

 

GENERAL COMMENT 

1. Legitimate and reasonable expectation  

 
ACCA members and members of many other professional bodies have been 

recognised as “suitable qualified persons” in terms of the current Act for many years. 
This has created an expectation that any new dispensation will continue to recognise 
them. 

 
The current proposed amendments should continue to provide for persons other than 

auditors to issue reports for co-operatives.   
 

 
2. Limited scope of the Auditing Profession Act, 2005 
 

The original raison d'etre of the Auditing Profession Act, 2005 (APA) was to protect 
the public interest by regulating registered auditors only.  

 
Parliament in 2005 accepted this position based on extensive research and 
consultation by Dr. Len Konar.  

 
In 2003 a report to the then Minister of Finance, Trevor Manual, was issued entitled 

"Ministerial Report on the regulation of the accounting profession bill".  
 
The Draft Accounting Professional Bill preceded the Auditing Professions Act 2005. The 

report recommended that amongst others:  
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a. The IRBA should deal with the accreditation of auditors only (Section 1.8 page 15)  

b. Auditing is a matter which should be dealt with separately in its own legislation and 
the regulation of the auditing profession should be divested of the attempts to 
regulate the accounting profession. (Section 1.15 page 18)  

 

The Auditing Professions Act, 2005 (APA) - in its current form - does not allow the 
IRBA to regulate persons other than registered auditors.  

 
This regulatory model can only be amended with the approval from Cabinet and due 
process followed by Parliament.  

 
According to a legal opinion sourced from the law firm Cliffe Dekker Hofmeyer the 

current APA limits the powers of the IRBA to the regulation of audit engagement 
performed by registered auditors.  
 

The IRBA - in its current form - has no mandate to regulate any other assurance or 
compliance service.  

 
It seems that the Bill intends to create a new single regulator for auditors and 
independent reviewers.  

 
This is a significant policy departure as envisaged by Parliament with the adoption of 

the APA.  
 
The drafters of the Bill should therefore provide more clarity and information related 

to:  
 The reasons for this departure  

 The Cabinet decision that approved this departure  

 Detail as to the new accreditation model that will be followed by the IRBA  

 Detail as to how and when the Auditing Profession Act 2005 is to be amended 
as to allow the IRBA a wider mandate and scope.  

 

3. Shortage of accounting skills 

 

Shortages of accounting skills have been widely reported. According to FASSET a Seta 

registered by the Department of Labour, South Africa alone, currently boasts 

shortages of 22 000 accountants across various areas of specialisation. 

 

Limiting the independent review function to only persons registered with the IRBA will 

greatly exacerbate this shortage.  
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SPECIFIC COMMENT 

Extract from Co-operatives Amendment 

Bill  

Comment 

Section 1:  

„independent review‟ means an 

objective review and assessment of an 

annual accounting report in accordance 

with prescribed or applicable standards, 

with the objective of expressing an 

independent assessment or review as 

to fairness or compliance of the report 

prepared in accordance with an 

identified reporting framework and 

applicable statutory requirements; 

„independent reviewer‟ means a 

person registered with an accredited 

professional body contemplated in 

Chapter III of the Auditing Profession 

Act, who does not have a personal 

financial interest in the co-operative or 

a related or inter-related co-operative; 

„independent reviewer’s annual 

accounting report‟ means an annual 

accounting report reviewed and 

assessed by an independent reviewer; 

Section1: 

1. Change the definition of the 

independent review to align to 

Companies Act 2008 

2. Change the definition of the 

independent reviewer to align 

with the Companies Act 2008 

3. The IRBA does not currently 

have the mandate to accredit or 

regulate professional bodies or 

independent reviews  

4. The current provisions is not 

aligned to the Companies Act 

2008 and will create statutory 

misalignment in the South Africa 

legislative framework 

5. Change the definition 

„independent reviewer’s 

annual accounting report‟ to 

align with the Companies Act 

2008 definition of independent 

review. 

Section 1: 

Definition of independent accounting 

officer (See section 29 below) 

The amendments need to provide for a 

definition of “independent accounting 

officer”. This should be based on 

section 60 of the Close Corporations 

Act 1984 

Section 29 of the principal Act is 

hereby amended—(a) by the 

substitution in subsection (2) for 

paragraph (a) of the following 

paragraph: 

Section 29 requires the appointment of 

an “independent accounting officer” 

d. This term should be defined 

e. The functions of the independent 
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„„(a) subject to section 50, appoint an 

auditor, [subject to section 50] 

depending on the category and level of 

co-operative as determined by the 

Minister in the Gazette;‟‟; 

(b) by the insertion in subsection (2) of 

the following paragraph after 

paragraph (a): 

„„(aA) appoint an independent 

accounting officer, depending on the 

category and level of the co-operative 

as determined by the Minister in the 

Gazette;‟‟; and 

(c) by the insertion of the word „„and‟‟ 

at the end of paragraph (f) and the 

addition of the following paragraph: 

„„(g) consider the activity plan 

presented by the board of directors.‟‟. 

accounting officer should be 

specified 

 

 

35. The following section is hereby 

substituted for section 47 of the 

principal Act: 

„„Auditor’s annual accounting 

report 

47. (1) The following co-operatives 

must produce an auditor’s annual 

accounting report to the Registrar in 

respect of each financial year: 

(a) Category C primary co-operatives; 

(b) secondary co-operatives; and 

(c) co-operative apex organisations. 

(2) Category B primary co-operatives 

must produce an independent 

reviewer’s annual accounting 

report to the Registrar in respect of 

each financial year. 

Section 47 should be amended to 

delete the phrase “annual accounting 

report” and replaced with, as required 

by the context: 

f. Auditors report 

g. Independent review report 
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(3) Category A primary co-operatives 

must produce an annual accounting 

report to the Registrar in respect of 

each financial year signed by the 

directors of the co-operative. 

(4) The Minister must, within three 

months after the commencement of 

this Act, by notice in the Gazette 

publish a co-operative reporting system 

framework.‟‟. 

Substitution of section 49 of Act 14 of 

2005  

37. The following section is hereby 

substituted for section 49 of the 

principal Act: 

„„Auditor and independent reviewer 

disqualified from acting 

49. (1) A person is disqualified from 

being an [auditor of a cooperative]— 

(a) auditor or independent reviewer of 

a co-operative if that person— 

(i) has a personal or material interest 

in a co-operative or in any of its 

affiliates or in any of its subsidiaries or 

in the business of any of its directors or 

senior employees; [or] 

(ii) is not registered with the South 

African Institute for Chartered 

Accountants or does not satisfy the 

requirements for registration as an 

auditor as contemplated in Chapter 

III of the Auditing Profession Act; 

or 

(iii) does not act in accordance with the 

code of conduct pertaining to their 

registered professional body; or 

(b) auditor or independent reviewer of 

The current proposals for 

disqualification are not appropriate.  

1. The disqualification provisions 

should be aligned to the 

Companies Act 2008 

2. Auditing standards and Review 

standards as contained in ISA 

and ISRE 2400 provides for 

circumstances when an auditor 

or reviewer will be disqualified.  

3. The provisions that a person 

should be a member of the 

South African Institute of 

Chartered Accountants (SAICA) 

should be removed as SAICA is a 

voluntary professional body.  

4. The requirement should be that 

a person recognised in terms of 

section 60 of the Close 

Corporation Act 1984  
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a co-operative in any other 

circumstances that are considered to 

constitute a conflict of interest in terms 

of accounting practice.‟‟. 

 

 

APPENDIX: ABOUT ACCA 

 

 ACCA is the global body for professional accountants. We aim to offer business 

relevant, first-choice qualifications to people of application, ability and ambition 

around the world who seek a rewarding career in accountancy, finance and 

management. We have 404,000 students and 140,000 members in 170 

countries worldwide.  

 ACCA has worked with governments, national organisations and development 

agencies in emerging economies - for over 20 years - promoting the accounting 

profession, to create value for the communities, businesses and individuals it 

serves.  

 ACCA believes that globalisation of business means that one set of reporting 

standards is essential. We favour the principles-based IFRS.  

 ACCA understands the real issues facings mall businesses as 63,000 of our 

more than 140 000 members work in SMEs or small partnerships worldwide.  

 ACCA is a Recognised Supervisory Body (RSB) and a Recognised Qualifying 

Body (RQB) under the UK Companies Act 1989 and in the Republic of Ireland 

where ACCA licenses and regulates auditors under the Companies Act 1990. 

 

 

 


