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 Section Issue Proposal 

 Insertion of section 15A of Act 14 of 2005 
1.  Section 14 

 
“Categories of primary co-
operatives 
15A. (1) Primary co-operatives 
consist of the following categories- 
(a) a category A primary co-operative 
which is a small primary cooperative 
that has an annual revenue or  
projected annual revenue of a small 
size with a minimum of five 
members: 
(b) a category B primary co-operative 
which is a small to medium primary 
co-operative that has annual revenue 
or projected annual revenue of 
medium size with a minimum of five 
members: and 
(c) category C primary which is a 
medium to large co-operative that 
has annual revenue or proiected 
annual revenue of a large size with a 
minimum of five members. 
(2) The Minister must determine the 
monetary threshold applicable to 
each size of the annual revenue per 
category of the primary co-
operative.” 
 
 
 
 
 

The size of the co-operative is being 
determined by annual revenue or projected 
annual revenue. The use of revenue as the 
only method to decide whether a co-operative 
is small, medium or large is not exclusively 
indicative of the size of the co-operative.   The 
calculation of revenue or projected revenue is 
also problematic.  

It is proposed that a similar formula is used as 
created in the Companies Act, 2008. The 
Companies Act, 2008, refers to the Public 
Interest Score as a calculation including 
references to number of employees, revenue, 
shareholders and creditors.  If Co-operatives 
then have a certain score they would be 
classified as category A, or B or C. The 
formula should be adjusted to be applicable to 
co-operatives. 
It is proposed that the score should be 
calculated on an annual basis at the end of the 
financial year and the audit  requirement then 
be applicable prospectively, e.g. at 31 
December 2010 a co-operative’s score 
exceeds the audit threshold – the company 
would require an audit for the financial year 
ending 31 December 2011 (not 2010). 
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 Substitution of section 47 of Act 14 of 2005 
2.  

�

Section 34 
 
“Annual audit 
47. (1) Every co-operative must 
conduct an annual audit of its affairs 
in respect of each financial year. 
(2) Different requirements may apply 
to- 
(a) category A primary co-operatives: 
(b) category B primary co-operatives: 
and 
(c) all other co-operatives. 
(3) The Minister must- 
(al by notice in the Gazette, publish a 
co-operative reporting system 
framework 
containing detailed requirements with 
which the annual audits as 
contemplated in this section must 
comply; and 
(b) within three months after the 
commencement of this Act. publish 
the notice contemplated in paragraph 
(a).” 

The annual audit of all co-operatives’ financial 
statements is not effective and possible as the 
smaller co-operatives cannot afford the 
services of an auditor. The wording of this 
section should be adjusted to ensure that only 
co-operatives that are deemed to be in the 
public interest should be audited.  
Section 47(3)(a) refers to a reporting system 
framework to which the annual audit must 
apply. The reporting framework and auditing 
framework should be separated as the auditing 
statements are international standards that are 
used by registered auditors and cannot be 
influenced by legislation.  
 

We propose that the requirements for financial 
statements and the audit requirement be 
separated. 
A new section should be included stating the 
requirements for the compilation of financial 
statements.  
 
“Annual financial statements 
46A (1) Every co-operative must compile 
annual financial statements in respect of each 
financial year. 
(2) The Minister must- 
(al by notice in the Gazette, notify co-
operatives of the Financial Reporting 
Standards applicable to each category of co-
operative; and 
(b) within three months after the 
commencement of this Act. publish the notice 
contemplated in paragraph (a).” 
 
“Annual [audit] compilation / assurance 
requirements 
47.(1) The annual financial statements:  
(a) of category C, secondary and tertiary co-
operatives must be audited; 
(b) of category B co-operatives must either be   
(i) audited voluntarily, or  
(ii) independently reviewed; 
(c) of category A co-operatives are exempt 
from audit and review but should have their 
annual financial statements compiled by an 
Independent Accounting Professional. 
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OR 
 
47.(1) All [Every] category B,C, secondary or 
tertiary co-operatives must conduct either an 
independent review or an annual audit of its 
affairs in respect of each financial year. 
(2) Different requirements may apply to- 
(a) category B primary co-operatives: 
(b) category C primary co-operatives: and 
(c) all other co-operatives. 
(3) Category A primary co-operatives are 
exempt from being audited and reviewed and 
should have their annual financial statements 
compiled by an Independent Accounting 
Professional.” 
 
We propose that the detail regarding the audit, 
review and compilation report should be 
covered in the Regulations: 
Category A (Small) co-operative – Compilation 
report required, which can be done by an 
Independent Accounting Professional as 
identified in the Companies Act, 2008. There is 
no assurance provided and this ensures that 
the financial statements are compiled using 
entity specific accounting policies. No audit of 
the financial statements is required. 
Category B (Medium) co-operative - 
Independent review can be completed by a 
specific category of Independent Accounting 
Professional as specified in the Companies 
Act, 2008. An independent review provides 
limited assurance. 
Category C (Large) co-operative – Audit of the 



��

�

�
�

 Section Issue Proposal 

financial statements by a Registered Auditor 
registered with the Independent Regulatory 
Board of Auditors. 
 

 Substitution of section 48 of Act 14 of 2005 
3.  Section 35 

 
 “[Approval of auditor’s report and 
financial] Financial statements 
and 
consideration of auditor's report 
48. (1) [A] Every co-operative [may) 
must circulate draft financial 
statements to all its members at least 
two weeks prior to an annual general 
meeting. 
(2) The annual general meeting must 
consider [approval of], discuss. 
express an opinion on, and accept or 
reject the auditor’s report and 
financial statements. 
(3) The chairperson of the board or 
the person who acted as such in a 
meeting where- 
(a) the auditor's report and financial 
statements were [approved,] 
considered and discussed; 
(b) an opinion was expressed on 
such report and statements: and 
(c) such report and statements were 
accepted, must [sign) countersign 
the auditor’s report and financial 
statements to confirm [their 
approval] that they have been 

The proposed Bill does not specifically require 
directors to authorise and sign the annual 
financial statements. In terms of the proposed 
amendments to S 48 a co-operative must 
circulate draft financial statements to all its 
members prior to an annual general meeting, 
but may not issue, publish or circulate copies 
of the financial statements unless the 
statements and reports have been discussed, 
accepted or rejected as contemplated by 
subsection 2 by the annual general meeting. �
�

It is not clear in what format the audit report on 
the “draft financial statements” should be to 
enable the annual general meeting to “discuss, 
accept or reject “it. After the process the 
auditor could issue a final report in the ISA 
700R format.�
�

There is uncertainty whether S 48 implies that 
the directors should approve and sign the 
annual financial statements in the usual format 
for submission to the annual general meeting 
for its approval. Until it is "approved" by the 
annual general meeting, and becomes official 
by virtue of the chairperson signing it, there 
should be a clear indication that the financial 
statements are “draft”, for members’ use only. �
�

A practical solution would be to prepare the 
annual financial statements in the usual 
format, with a signed directors’ report and 
auditor’s report, but including an approval 
section for the chairperson to sign at the 
meeting. In the notice to members of the 
annual general meeting, accompanying the 
draft financial statements, it could be clearly 
stated that the financial statements are subject 
to the approval of the annual general meeting 
and that it should not be distributed to third 
parties.�
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discussed and accepted or rejected 
as contemplated in subsection (2). 
(4) A co-operative may not issue, 
publish or circulate copies of the 
financial statements and the auditor's 
report unless the statements and 
reports [are-approved]== 
(a) have been accepted by the 
annual general meeting and [signed] 
countersigned in accordance with 
subsection [(2)] (3);and 
(b) are accompanied by [a report of 
the auditor] the auditor's report as 
contemplated in this section. 
(5) The auditor’s report and financial 
statements must be made available 
for inspection by any member of the 
co-operative at the registered office.” 
 

�

 

 Amendment of section 54 of Act 14 of 2005 
4.  Section 39 

 
“Section 54 of the principal Act is 
hereby amended by the substitution 
for subsection (2) of the following 
subsection: 
"(2) An auditor or former auditor of a 
co-operative who is notified of[,] or in 
any other manner becomes aware of 
[a material error or misstatement 
in] a matter or event as 
contemplated in International 
Standards on Auditing (ISA 560) 
subsequent events relating to, a 

The specific references to the International 
Standards of Auditing should not be included. 
The registered auditor has responsibility in 
terms of the Auditing Profession Act and the 
International Auditing Standards (ISAs) to 
comply with these requirements. This section 
specifically refers to this ISA 560, this should 
be deleted. The auditor has certain duties in 
terms of the ISAs which must be complied 
with. If the specific ISAs are mentioned, there 
is a danger when the International Standards 
of Auditing are amended that discord could 
exist between the standards and the Act. 

It is proposed that the original section as in the 
Act not be amended. 
"(2) An auditor or former auditor of a co-
operative who is notified of, or in any other 
manner becomes aware of a material error or 
misstatement in a financial statement on which 
they have reported, must  inform the board of 
directors accordingly.". 
 
 



��

�

�
�

 Section Issue Proposal 

financial statement on which [they 
have] the auditor has reported, 
must_ 
(a) act in accordance with the 
International Standards on Auditing (I 
SA 560) subsequent events: and 
(b) inform the board of directors 
accordingly.".” 
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1.  Definition of auditor 
 
‘‘auditor’’ means a person 
registered as such in terms of the 
Public Accountants’ and Auditors’ 
Act, 1991 (Act No. 80 of 1991), and 
includes a firm as defined in that Act, 
and, where appropriate, any other 
person authorised by regulation to 
conduct an audit of a co-operative.” 
 

The definition of an auditor has not been 
updated to be in line with the Auditing 
Profession Act, 2005. 
 

The definition of an auditor should be 
updated: 
“registered auditor” means an individual 
or firm registered as an auditor with the 
Regulatory Board.  
Where references to an auditor are made, it 
should be updated to “registered auditor”. 
 

2.  Definition of Independent 
Accounting Professional 
 
 
 
 
 
 
 

In line with SAICA’s suggestion that certain 
categories of co-operatives be exempt from 
audit and review and certain categories be 
audited or independently reviewed, we would 
suggest that a definition of Independent 
Accounting Professional as stated in the 
Companies Regulations be included.  
 

Definition of Independent Accounting 
Professional should be included. 
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3.  Annual general meetings 
 
“29. (1) A co-operative must hold— 
(a) its first annual general meeting 
within 18 months of its registration; 
(b) subsequent annual general 
meetings within six months after the 
end of the preceding financial year. 
(2) The annual general meeting 
must— 
(a) appoint an auditor, subject to 
section 50; 
(b) approve a report of the board on 
the affairs of the co-operative for the 
previous financial year; 
(c) approve the financial statements 
and auditor’s report where applicable 
for the previous financial year; 
(d) elect directors; 
(e) elect a supervisory committee, if 
required by the constitution of the co-
operative; 
(f) decide on the future business of 
the co-operative.” 
 

As per SAICA’s suggestion that specified 
categories should have a compilation report, 
independent review or an audit, the annual 
general meeting should include the 
appointment of the Independent Accounting 
Professional. 
The financial statements should then be 
approved, as well as the review report or the 
audit report NOTED. 

The section on the appointment of the 
registered auditor should include the 
appointment of the independent accounting 
professional.  
The approval of the financial statements as 
well as NOTING of the review or audit 
report should be incorporated. 

4.  Appointment of auditor 
 
“50. (1) The members must appoint 
an auditor— 
(a) at a meeting of interested persons 
referred to in section 6(3), to hold 
office until the first annual general 
meeting; and 
(b) at each annual general meeting, 

As per SAICA’s suggestion that specified 
categories should have a compilation report, 
independent review or an audit, the 
appointment of the independent accounting 
professional should also be included in this 
section. 
 

Appointment of independent accounting 
professional should be included. 
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to hold office until the close of the 
next annual general meeting. 
(2) Despite subsection (1), if an 
auditor is not appointed at any 
meeting, the incumbent auditor 
continues in office until a successor 
is appointed. 
(3) If a co-operative fails to appoint 
an auditor in accordance with 
subsections (1) and (2), the registrar 
may approve the person nominated 
by the board of the co-operative to 
audit its books for one financial year. 
(4) The fees payable to the auditor 
appointed in terms of subsection (3) 
must be approved by the registrar. 
(5) An auditor of a co-operative 
ceases to hold office when the 
auditor dies, resigns or is removed in 
terms of section 51 or is struck off 
from the roll of auditors in terms of 
the laws of the Republic. 
(6) A resignation of an auditor 
becomes effective on the date on 
which a written resignation is 
received by a co-operative, or on the 
date specified in the resignation, 
whichever is later.” 
 

5.  Removal of auditor 
 
“51. (1) The members may by 
ordinary resolution remove an auditor 
from office. 

As per SAICA’s suggestion that specified 
categories should have a compilation report, 
independent review or an audit, the removal of 
the independent accounting professional 
should be included. 

Removal of independent accounting 
professional should be included. 
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(2) A vacancy created by the removal 
of an auditor must— 
(a) be filled at the meeting at which 
the auditor is removed; or 
(b) if not filled at the meeting, be filled 
within 30 days of the creation of a 
vacancy, by the board of directors, 
subject to the registrar’s approval. 
(3)An auditor appointed in terms of 
subsection (2) holds office for the 
unexpired term of his or her 
predecessor.” 
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