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 Section Issue Proposal 

 Part 1 

Co-operative Registration, Governance and Maintenance 

1 “20. Submission of audited report, 

independent reviewed report or 

annual report 

The board of directors of a co-

operative must submit a copy of 

the audited report, independent 

reviewed report or the annual 

report of the co-operative 

(including the annual financial 

statements compiled in accordance 

with regulation 26) within fifteen 

days of….. to the registrar.” 

The definition of the audited report and the 

independent reviewed report only refers to the 

report prepared by the auditor or independent 

reviewer. This will lead to the co-operative only 

being required to submit to the registrar the 

report and the annual financial statements). 

There is no requirement for the co-operatives 

that are audited or independently reviewed to 

submit their social report and management 

decision report.  

SAICA recommends that the Department 

clarifies what they want the board of directors 

to submit to the registrar. 

2 21. Annual submission to the 

registrar (annual return) 

(3) The annual return must be 

submitted together with the 

submission by the co-operative of 

its audited report, independent 

reviewed report or the annual 

report in terms of regulation 20….” 

The Amendment Act defines an audited report, 

an annual report, and an independent 

reviewed report as the following 

“ ‘ audited report’ means a report by an 

auditor examining and evaluating the financial 

statements, social report and management 

decision report; 

‘annual report’ means a document prepared by 

the Board containing financial statements, a 

social report and the management decision 

report;” 

 ‘independent reviewed report’ means a report 

by an independent reviewer examining and 

SAICA recommends that the Department 

standardise the requirement in terms of 

submissions from the different categories of 

co-operative. 
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evaluating the financial statements, social 

report and management decision report” 

The requirement in Regulation 21(3) would 

therefore only require the co-operative to 

submit the audited or independent reviewed 

report prepared by the auditor or independent 

reviewer to the registrar. There is no 

requirement for these co-operative to submit 

the financial statements.  There is no 

requirement for the co-operatives that are 

audited or independently reviewed to submit 

their social report and management decision 

report. The co-operative that does not require 

an audit or independent review will have to 

submit their annual report which will include 

the financial statements, social report and 

management decision report. 

 

 Part 2  

Financial Reporting Framework for Co-operatives 

3 Regulation 28 

 

 “(c) ISRE 2400” means ISRE2400  

International Standard for Review 

Engagements, as issued from time 

to time, by the International 

Auditing and Assurance Standards 

Board, or its successor body; 

 

 We recommend that the section be amended 

as follows: 

“ISRE 2400” means ISRE2400 the International 

Standard for Review Engagements, as issued 

from time to time, by the International 

Auditing and Assurance Standards Board, or 

its successor body; 
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4 Regulation 29(2)(b) 

“A co-operative must keep 

accounting records as necessary to 

provide an adequate information 

base sufficient to – 

(b) provide for the compilation of 

financial statements, and the 

proper conduct of an audit, or 

independent review of its annual 

financial statements, as applicable 

for the particular co-operative.” 

This section refers to “annual financial 

statements”, which is not defined in the Act / 

Draft Regulations. There is also no requirement 

for the co-operative to compile annual financial 

statements, only financial statements.   

We recommend that the same terminology as 

used in the Act / Amendment Act is used in 

the Draft Regulations.  

5 Regulation 29(3)(a)(ii)  

refers to “a person related to any 

of them” 

 There is no definition for this concept.  SAICA would suggest that a definition be 

included 

6 Regulation 30(1) 

“Provided that the basis of 

preparation of the annual financial 

statements must be disclosed in 

the audited report, independent 

reviewed report or annual report 

of the co- operative” 

 

The provision is not required and should be 

deleted. The requirement for the disclosure of 

the “basis for preparation” of the financial 

statements is adequately addressed in both 

IFRS and IFRS for SMEs. 

SAICA recommends that the basis of 

preparation of the financial statements be 

required to be disclosed in the annual 

financial statements only.  The audited report, 

independent reviewed report, social report 

and management decision report do not form 

part of the financial statements as defined in 

the Amendments. As a result, the alternative 

to disclose the basis of preparation in these 

reports appears out of place.  

Furthermore the inclusion of the “basis of 

preparation” in the auditor’s report or in the 

independent reviewer’s report is addressed in 

the requirements of the International 

Standards on Auditing (ISAs) and in the 

requirements of ISRE 2400.  
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7 Regulation 30(2) 

Financial Reporting Framework 

Category A1 : Only provide an 

income statement 

This is not consistent with the requirements in 

the Amendment Act.  

 

The Amendment Act states in Section 47(3): 

“Category A primary co-operatives must 

produce an annual report ….. signed by the 

directors of the co-operative.” 

 

The Amendment Act states in Section 48(1): 

“Every co-operative must circulate the audited 

report, the independent reviewed report or 

the annual report to all its members at least 

fourteen days prior to the annual general 

meeting.”  

 

As the annual report is defined as 

“ ‘annual report’ means a document prepared 

by the Board containing financial statements, a 

social report and the management decision 

report;”  

And  

“ ‘financial statements’ means statements 

drafted by the Board for a particular financial 

period and includes- 

(a) A statement of financial position 

(balance sheet); 

(b) An income statement; 

(c) A statement of changes in membership 

shares; 

(d) A statement of cash flows; and 

(e) Notes, comprising a summary of 

SAICA recommends that the Regulations be 

amended to be in line with the requirements 

in the Amendment Act.  
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accounting policies and other 

explanatory notes.” 

 

Therefore the Regulations cannot require 

Category A1 co-operatives to only prepare an 

income statement as that is not in line with the 

requirements of the Amendment Act. 

8 Regulation 30(2) 

Level of reporting 

Category A1  

Annual submission of  

• Form Co-op 7; 

• From Co-op 8; and  

• Form Co-op 16 

The Regulations require a Category A1 co-

operative to complete Form Co-op 16. There is 

no Form Co-op 16 included in the Regulations.  

Form Co-op 15.1 refers to Category A1 co-

operatives and is possibly the form that should 

be referred to.  

 

From Co-op 15.1 requires the Category A1 co-

operative to prepare a Statement of Financial 

Position (Balance sheet) and an Income 

Statement.   

This does not meet the requirements as set out 

in the Amendment Act as mentioned in point 7, 

above. 

SAICA would recommend that the reference 

to the correct form be amended. 

SAICA recommends that the Regulations be 

amended to be in line with the requirements 

in the Amendment Act. 

9 Regulation 30(2) 

Financial Reporting Framework 

Category A2 :  

“The Financial Reporting 

Framework as determined by the 

co-operative as long as no Financial 

Reporting Standard is prescribed” 

This statement is in contradiction to the next 

column which refers to the forms to be 

completed by the Category A2 co-operative. 

The Co-op 15.2 seems to be the form to be 

completed by Category A2 co-operatives, 

although the Draft Regulations refer to Form 

Co-op 15. Category A2 Primary co-operatives 

can use their own accounting policies, but by 

the inclusion of the set of financial statements 

this may be interpreted as being prescriptive as 

SAICA would recommend that the template 

financial statements be published as a guide 

to co-operatives but that co-operatives be 

allowed to use their own financial reporting 

framework. 
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to which accounting policies should be applied.  

10 Regulation 30(2) 

Level of reporting 

Category A2  

Annual submission of  

• Form Co-op 7; 

• From Co-op 8; and  

• Form Co-op 15 

The Regulations require a Category A2 co-

operative to complete Form Co-op 15. There is 

no Form Co-op 15 included in the Regulations.  

Form Co-op 15.2 refers to Category A2 co-

operatives and is possibly the form that should 

be referred to.  

 

 

SAICA would recommend that the reference 

to the correct form be amended. 

 

11 Regulation 30(2) 

Category B  / C Primary Co-

operative  

“Financial Reporting Framework: 

IFRS for SMEs: Provided that the 

co-operative meets the scoping 

requirements outlined in IFRS for 

SMEs” 

The Draft Regulations does not provide an 

alternative Financial Reporting Framework 

where the Co-operative does not meet the 

scoping requirements. Regulation 30(1) does 

state that IFRS can be used as an alternative 

Financial Reporting Framework.   

This could mean that where a Category B /C 

Co-operative with an annual turnover of R10 

million or more do not meet the scoping 

requirements for IFRS for SMEs, they then have 

to use IFRS as their Financial Reporting 

Framework. This is a very onerous 

requirements a companies with a Public 

Interest Score below 100, as defined in the 

Companies Regulations, 2011, can use their 

own framework. This Public Interest Score 

would amount to a turnover of R100 million.   

 

SAICA would recommend that the Department 

considers allowing these co-operatives where 

they do not meet the scoping requirement for 

use of IFRS for SMEs, to use their own 

financial reporting framework. 

12 Regulation 30(2) 

Category B  Co-operative 

“The co-operative must appoint an 

independent reviewer” 

Although Section 35 of the Co-operatives 

Amendment Act state that certain level of co-

operatives must produce and audited or 

independent reviewed report, the Regulations 

SAICA would recommend that it is clearly 

stated in the Regulations that an audit / 

independent review is required in order to 

eliminate implementation issues in practice.  
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C Primary Co-operative 

“The co-operative must appoint an 

auditor” 

 

only state that an auditor or independent must 

be appointed.  It might be unclear that the 

appointment of an independent reviewer 

require an independent review, the same 

would apply for the appointment of the 

auditor.  

13 Regulation  31 

Audit and independent review of 

annual financial statements 

The heading seems to be incorrect as the 

regulation refers to the audit and independent 

review of the “annual report”.  

SAICA recommends that the terminology be 

used consistently.  

14 Regulation 31(1)  

The Regulation states the 

following: 

 

“For the purposes of the audit and 

audited report in relation to the 

social report and management 

decision report the requirements 

will be met if the auditor reports 

that such reports are not 

inconsistent with the principles 

contained in the co-operative’s 

annual financial statements and 

are in line with the applicable co-

operative principles.” [Emphasis 

added] 

 

 

The co-operative principles are defined in 

Section 1(j) of the Amendments (also refer 

below). In terms of ISA 700.10, an auditor is 

required to form an opinion on whether the 

financial statements are prepared, in all 

material respects, in accordance with the 

applicable reporting framework. The definition 

of “financial statements” in the Amendment 

Act does not include the co-operative’s social 

report or management decision report. We 

therefore note that the requirement for the 

auditor to report that the social and 

management decision reports are in line with 

the applicable co-operative principles implies a 

separate engagement for the auditor. This 

engagement will probably have to be 

performed in accordance with the 

International Standard of Assurance 

Engagements (ISAE) 3000 (revised), Assurance 

engagements other than audits and reviews of 

historical financial information.   

 

SAICA recommends that Regulation 31(1) is 

reconsidered in the light of the comments  as 

the current requirement will increase the 

costs as the co-operative will have to engage 

an auditor or independent reviewer for two 

separate engagements in terms of the audit / 

independent review of the financial 

statements and the assurance required for the 

social and management decision report. The 

risk also arises that auditors / independent 

reviewers might not be willing to perform an 

assurance engagement on the social and 

management decision report due to the fact 

that no framework exists.  
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Furthermore, bearing in mind the 

requirements of ISA 700.10, in order for the 

auditor to report that the social and 

management decision reports is in line with 

the applicable co-operative principles would 

require those co-operative principles to meet 

the requirements of a reporting framework / 

criteria against which these reports will be 

assured. Section 1(j) of the Amendments set 

out the co-operative principles as follows: 

 

(a) Voluntary and Open Membership 

requiring co-operatives to be voluntary 

organisations, open to all persons able to 

use their services and willing to accept the 

responsibilities of membership, without 

discrimination on the basis of race, 

gender, sex, pregnancy, marital status, 

ethnic or social origin, colour, sexual 

orientation, age, disability, religion, 

conscience, belief, culture, language or 

birth; 

 

(b) Democratic Member Control requiring co-

operatives to be democratic organisations 

controlled by their members through- 

 

i. Members actively participating 

in setting their policies and 

making decisions by majority 

vote; 
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ii. Men and women serving as 

elected representatives and 

being accountable to the 

members; 

iii. Equal voting rights in Category 

A and B primary co-operatives 

(one member, one vote); and 

iv. A democratic organization for 

voting in Category C primary, 

secondary and tertiary co-

operatives and the national 

apex co-operative; 

 

(c) Member Economic Participation requiring 

members to contribute equally in amounts 

proportionate to their membership shares 

and democratically control the capital of 

their co-operative usually by- 

 

i. Retaining part of the capital 

as common property of the 

co-operative; 

ii. Giving members limited 

compensation, if any, on 

capital subscribed as a 

condition of membership; 

iii. Allocating surpluses to the 

reserves required in terms of 

section 46 and any additional 

reserves required by the co-

operative’s constitution or 



10 

 

 
 

considered necessary or 

desirable by the members; 

iv. Benefiting members in 

proportion to their transactions 

with the co-operative; and 

v. Supporting other activities 

approved by the members; 

 

(d) Autonomy and Independence requiring 

co-operatives to be autonomous, self-help 

organisations controlled by their members 

and if co-operatives enter into 

agreements with other organisations, 

including governments, or raise capital 

from external sources, they should do so 

on terms that ensure democratic control 

by their members and maintain their co-

operative autonomy; 

 

(e) Education, Training and Information 

requiring co-operatives to provide 

appropriate education and practical 

training for their members, elected 

representatives and employees so that 

they can contribute effectively to the 

development of their co-operatives and 

are able to inform the general public, 

particularly young people and opinion 

leaders, about the nature and benefits of 

co-operation; 
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(f) Co-operation among Co-operatives 

requiring co-operatives to serve their 

members as effectively as possible and 

strengthen the co-operative movement by 

working together through local, national, 

regional and international structures 

where possible; and 

 

(g) Concern for Community requiring co-

operatives to work for the sustainable 

development of their communities 

through policies approved by their 

members. 

 

The co-operative principles address the 

operation of the co-operative rather than 

setting a reporting framework for the social- 

and management decision reports. As such, we 

are of the view that the auditor would not be 

able to report on whether the social and 

management decision reports are in line with 

the co-operative principles. 

 

It may have been the intention of Regulation 

31(1) for the auditor to report on whether the 

above co-operative principles have been 

complied with during the financial reporting 

period.  Should this be case, we are of the view 

that many of the co-operative principles are of 

such a nature that the auditor would be unable 
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to obtain sufficient appropriate audit evidence 

in order to conclude in this regard.   

 

The independent reviewer would also not be 

able to report on the social and management 

decision report under ISRE 2400 and would 

also require a separate engagement under ISAE 

3000, but again the independent reviewer 

would not have a framework to measure the 

social and management decision report 

against.  

15 Regulation 32  

Reportable irregularity and 

independent review 

 

Regulation 32(1)(a) – Repeat of the word 

“member”. 

 

Removal of the additional word. 

16 Regulation 32  

Reportable irregularity and 

independent review 

 

 

 

 

Regulations 31(4) to (5) require the registrar 

to, as soon as reasonably possible, afford the 

board of the co-operative the opportunity to 

make representations in respect of the report 

of the reportable irregularity that has been 

submitted to it by the independent reviewer.  

If the matter cannot be resolved to the 

satisfaction of the registrar, he or she may 

investigate the matter and notify any 

appropriate regulator in writing of the details 

of the reportable irregularity. 

 

This process differs from the process of 

reportable irregularities under the Companies 

Act, in terms of which the independent 

reviewer “must as soon as reasonably possible 

SAICA would recommend that the Department 

considers the adding of a second report for 

the reporting of an independent review by the 

independent reviewer.  
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but not later than 20 business days from the 

date on which the [report was sent to the 

Commission] 

• take all reasonable measures to 

discuss the report referred to 

[above] with the members of the 

board of the company; 

• afford the members of the board 

of the company an opportunity to 

make representations in respect of 

the report; and 

• send another report to the 

Commission [“the second report”], 

which report must include— 

 

i. a statement that the 

independent reviewer is of 

the opinion that— 

� no reportable 

irregularity has taken 

place or is taking 

place; or 

� the suspected 

reportable irregularity 

is no longer taking 

place and that 

adequate steps have 

been taken for the 

prevention or recovery 

of any loss as a result 

thereof, if relevant; or 
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� the reportable 

irregularity is 

continuing; and 

 

ii. Detailed particulars and 

information supporting the 

statement referred to in 

subparagraph i.” 

 

[Commentary inserted in [brackets] by the 

writer] 

 

SAICA notes that as the Regulations are 

currently written, the independent reviewer 

does not have responsibility to send a second 

report to the registrar of co-operatives. Many 

reportable irregularities are resolved in the 

process that is followed leading up to the 

sending of this second report. As a result, the 

registrar may receive large volumes of 

reportable irregularities.  As the Regulations 

currently stand, the registrar will be required 

to afford the board of each co-operative for 

which a reportable irregularity is reported the 

opportunity to make representations.  This 

may require significant resources.  

 

In addition, we are of the view that the 

absence of the independent reviewer’s 

responsibility to send a second report to the 

registrar may discourage independent 
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reviewers from reporting the reportable 

irregularities because many reportable 

irregularities are resolved in the process that is 

followed leading up to the sending of the 

second report. 

 

 

17 Regulation 33  

Social Report 

“(b) Democratic member 

control dealing with on the 

following” 

 SAICA would recommend that the following 

changes be made to the section: 

“(b) Democratic member control dealing with 

on the following” 

Schedule 3 

Forms 

18 Form Co-op 4 

Part C Resignation 

“(a) As at the date of this 

notice I have no reason to 

believe that in the conduct of 

the affairs of the co-operative a 

material irregularity has taken 

place, or is taking place which 

has caused or is likely to cause 

financial loss to the co-

operative or to any of its 

members or creditors; 

The term “material irregularity” should be 

changed to “reportable irregularity” as section 

45 of the Auditing Profession Act, No 26 of 

2005, refers to a reportable irregularity and not 

a material irregularity.  

 

In terms of section 45 of the Auditing 

Profession Act an reportable irregularity is 

defined as follows: 

“reportable irregularity” means any unlawful 

act or omission committed by any person 

responsible for the management of an entity, 

which- 

(a) has caused or is likely to cause material 

financial loss to the entity or to any partner, 

member, shareholder, creditor or investor of 

the entity in respect of his, her or its dealings 

SAICA would recommend that section (a) be 

reworded as follows: 

(a) As at the date of this notice I have no 

reason to believe that a reportable 

irregularity as defined in section 1 of 

the Auditing Profession Act, (Act 26 of 

2005) in the conduct of the affairs of 

the co-operative a material 

irregularity has taken place, or is 

taking place which has caused or is 

likely to cause financial loss to the co-

operative or to any of its members or 

creditors; 
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with that entity; or  

(b) is fraudulent or amounts to theft; or 

(c) represents a material breach of any 

fiduciary duty owed by such person to the 

entity or any partner, member, shareholder, 

creditor or investor of the entity under any law 

applying to the entity or the conduct or 

management thereof;” 

The definition in Part C (a) is therefore 

incomplete. 

19 Form Co-op 4 

Part C Resignation 

“(b) I reported a material 

irregularity to the Independent 

Regulatory Board for Auditors 

on …………..2….. in terms of the 

Auditing Profession Act, 2005 

(Act 26 of 2005)” 

 

 

As mentioned in point 18 the term material 

irregularity has been replaced with “reportable 

irregularity”. 

 

We would recommend that section (b) be 

reworded as follows: 

(a) I reported a material reportable  

irregularity to the Independent 

Regulatory Board for Auditors on 

(insert date)…………..2….. in terms of 

section 45 of the Auditing Profession 

Act, 2005 (Act 26 of 2005) 

 

20 Form Co-op 4 

Part C Resignation 

“I, … resign as auditor / 

independent review of the above-

mentioned and declare that: 

(a) I reported a material 

irregularity to the 

Independent Regulatory 

Board for Auditors on 

…………..2….. in terms of the 

Auditing Profession Act, 

2005 (Act 26 of 2005) 

The section is applicable to the auditor and 

independent reviewer but the section 

regarding the “material reportable irregularity” 

only covers the reporting of a “reportable 

irregularity” as discussed in point 18 and 19 b y 

the auditor.  

The reportable irregularity reported by the 

independent reviewer, as mentioned in 

Regulation 32 is not taken into account in the 

resignation.   

SAICA would recommend that the 

requirement to report a reportable 

irregularity by the independent reviewer also 

be included.  
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(b)I reported a material 

irregularity to the 

Independent Regulatory 

Board for Auditors on 

…………..2….. in terms of the 

Auditing Profession Act, 

2005 (Act 26 of 2005)” 

 

21 Form Co-op 15.1 

 

The form provides a template for financial 

statements. The template might be too 

detailed for a co-operative that prepare their 

financial statements by using their own 

accounting policies. By the inclusion of the 

template in the Draft Regulations it also 

creates a rigid requirement and the template 

would not be able to be amended quickly if 

changes are required.  

The Regulations does not make provision for 

the situation where a co-operative wishes to 

use their own accounting policies.  

 

Whilst SAICA supports the provision of a 

template for financial statements SAICA would 

rather suggest that the template be provided 

to co-operatives as a guide. 

22 Form Co-op 15.2 – Template 

financial statements (from page 

107) 

 

Page 107 requires the details of the person 

who compiled the financial statements. There 

is no requirement in the Act, Amendment Act 

or the Draft Regulations for the compiler of the 

financial statements to include their details on 

the financial statements.  Section 1(1) of the 

Amendment Act refers to the duty of the board 

to compile the annual report, with the 

inclusion of the financial statements.  It is 

1) SAICA recommends that the annual 

financial statements are not included as 

part of the Regulations as no other 

legislation has such a template in it. 

 

2) In addition, the template could be too 

detailed for those financial statements 

prepared if the co-operative selects its 

own policies. 
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unclear whether the board member 

responsible for the compilation must include 

their name on the financial statements. 

Page 110 - Members’ Responsibility and 

Approval and Page 110 – Accounting officer’s 

report 

There is no requirement in the Act, 

Amendment Act or the Draft Regulations for 

these reports. The report also refers to the 

appointment of an accounting officer. The Act, 

Amendment Act and Draft Regulations do not 

require the appointment of an accounting 

officer and the duties referred to in the 

Members’ Responsibility and Approval Report 

and the Accounting officer’s report is not 

required in terms of the Act / Amendment Act/ 

Draft Regulations.  

 

 

3) A further problem is that it cannot be 

updated quickly enough if there are 

changes – therefore we recommend that 

these are issued as a guide instead. 

 

4) There is no mention of an accounting 

officer requirement until the end and 

therefore it is unclear what the extent of 

this involvement should be. 

 

5) Regulation 30(2) requires a Category A1 

Primary Co-operatives to submit only an 

income statement to the registrar. Form 

Co-op 15.1 contains both a balance sheet 

and an income statement.   

 

 


