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Purpose of New Accounting
Features in the ACT

& Re-establisha level playing field for Coops
in the business world

& Project an improved image through the
statutory introduction of IAS’s and ISA’s

& Enable members to obtain minimum
reported accounting information at hand
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New Responsibilities and
Possibilities in the ACT

& International Accounting Standards

& International Standards on Auditing

& Minimum financial statements requirements
set for presentation to members

& Abridged Audited Financial Statements

& Coops’ Financial Statements to be made
available by the Coops Board for public
scrutiny
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Documents for Public Inspectiatiz)

& Co-operative Societies Register
& Registered Statute of every society plus
registered amendments

& All Audited Financial Statements of every
society as per article 48(1)
» Abridged only if available

Fees may apply
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Board
inquiries
&
requirements
before
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Inquiries into the workings or financial
condition of the societi13)

& The Board mayon its own motion,
* On reasonable or sufficient grounds
& The Board shallon the application of
At least one-tenth of the members
* Not less than one-third of the members of the
Committee of Management
* A majority of the members of the Supervisory
Board
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Financial requirements for
registration of a new socie@sc.q

& The founding members of the proposed
society at their expensghallpresent the
Board, with:-

* A feasibility study into the economic and
practical aspects of the eventual activities
A viability statement based on the feasibility

study

To be prepared by @ompetenpersornzs)

Rolan Micallef Attard © May 2003
rolan@vol.net.mt

e [ [ [ [
Other requirements before
registrationazv)

% The Boardmayrequire information about the:

* Economic availability

* Educational and advisory work among
applicants and prospective members

* Capital availability

« Officers’ professional management, capable of
directing and managing the affairs of the
society and of keeping such records and
accounts
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Auditors & Audit

e~

Rolan Micallef Attard © May 2003
rolan@vol.net.mt

ey [y L —) L_—" —
Auditors and Auditass)

& Accounts must be auditeghceevery year
& Auditors must be warrant holders (CPAA)
& An auditor must hold officat all times

& Auditors areappointed at AGM
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Powers of the Auditogar)

& Full right of access to society’s:
* Accounting records, accounts and vouchers

« Information and explanations as they think necessary
for the performance of their duties

« Information on a General Meeting and be heard at GM

& Auditors of secondary, tertiary and subsidiary
societies shall forward information to the auditors
of their member society
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Audit of Financial Statementsio)

& Auditors shallforthwith inform the Board,
the society and any of its officers of any
material irregularity disclosed in the
course of the audit

& Audited financial statements are to be made
available to members, for inspectibn
working days before the AGM
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Remuneration of Auditorgso)

& Auditors’ remuneration to be approved at
AGM or as the members decide

& Remuneratiorns to be includedin the notes
to the accounts

®& Minister may define by regulation the
manner remuneration shall be disclosed and
may define an associate of the auditors
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Audit Reportaas)

& Audit should be conducted in accordance with
International Standards on Auditing

& Audit Reportmust state on the face of every
report whether in the auditors’ opinion, the
financial statements:-

* have been properly prepared in accordance with the
Cooperative Societies ACT
* show a true and fair view:-
« of the state of affairs of the society as at the: @fthe
accounting period; and
 of the income and expenditure of the society ferahcounting
period.

& Audit qualification — same as for companies
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Financial Statements
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Signatures on Audit Reporigsm)

% Audit reports are to bsignedby the auditor or by
an audit partner responsible to sign on behalf of
the partnership

& Nameof signing partner to be cleartyped on
the face of the auditors’ report

& In other words the Board wants to know who
physically signed the audit repoghiould only be
signed by a partner

Penalties shall apply
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Financial Statements submission
to the Boardaas) (1)

& Financial statements must be delivered to
the Boardwithin 6 months after the close
of each financial year in the following
format:-

1 completeset of audited financial statements
as presented at AGM

1 set of abridged audited financial statements to
be made available for public inspection

(optional)
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Financial Statements submission
to the Boardaas) (2)

& The Board shall make available for public
inspectionthe full set of financial
statements in the event that the abridged
accounts are not deliveredwvithin the
stipulated six months

& Penaltiesshall be imposed if the full set of
audited financial statements are not
submitted to the Board in time

Rolan Micallef Attard © May 2003

rolan@vol.net.mt

e e b
Coming into force of Article 48

& Legal Notice 49 of 2002 — stipulates that
A48 came into forcdst January 2003

& Abridged financial statements must be
delivered to the Board as from accounting
years commencingft January 2002

& Financial statements covering the year
ended 31%December 200zhall be the
first to be made available for public scrutiny
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Audit Report on Abridged
Financial Statements:s)

& The abridged audited financial statements
must be accompanied with thal text of
the audit report as laid down at the AGM,
together with a declaration stating:

e Whether in the auditor’s opinion the society is
entitled to prepare an abridged set of audited
financial statements, for public inspection
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Abridged Financial Statements —
Eligibility (partv)

& Who is eligible to prepare abridged
financial statements@ame as Companies Act)
 All cooperative societies are eligible butist
NOT exceed the limits of twoof the following
criteria on their balance sheet date:
¢ - balance sheet total: Lm1,100,000
e - turnover: Lm2,000,000
« - average number of employees 50
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Abridged Financial Statements —
Non-Eligibility
6 What if the societyDOES NOT qualify to

prepare abridged financial statements?

e Society must prepare accounts as indicated in
Parts I, Il, & Ill of the Third Schedule
* Full Balance Sheet
¢ Full Income & Expenditure Account
* Full Notes to the Accounts
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Abridged Financial Statements —
Format(third schedule - Part v

& What statements are to be prepar@die as
Companies Act, 1995)
* Abridged Balance Sheet
* Abridged Income & Expenditure Account
* Abridged Notes to the accounts

& ACT stipulates only one format as regards I&E
and Balance Sheet

& Departure from proposed format must be
disclosed, and reasons explained in the notes to
the accountgThird Schedule - Part | — Para. 2(2))
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Financial Statements Special
Presentation Features for Coops

& Special headings in accounts for Cooperative
societies when compared to Companies
*c I&E
* Provision to the CCF
* Provision to the Reserve Fund
* Patronage Refund
* Balance Sheet
» Balance due to CCF
 Balance of Reserve Fund
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Central Cooperative Fundy

& All societiesmust contribute 5% to the CCF
from the surplus resulting from all activities,
operations, investments and any other sources
& Losses are not brought forward for calculating 5%
& The CCF shall havedistinct legal personality
and shall sue defaulters for non payment of the 5%
& The Board shall furnish the CCF with the relevant
information to enable the CCF to determine the
contribution due by each society
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Dissolution and Liquidation of
Societiesaioo) (1)

& The Board may make a dissolution order in
respect of a society which:-
* Has become insolvent
¢ Has not commenced operations
* Has ceased to operate
* Membership is less than 5
& Board shall appoint liquidator
« Liquidator CPA or CPAA
* Held warrant for 5 years
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Dissolution and Liquidation of
Societiesaio) (2)

& Costs of liquidation and liquidator fees shall be
paid out of the assets of the society in priority to
all other claims

& If assets are not sufficient the above c@{. Y
shall be payable by:-

* The members of the committee of management
* or by,
e The members of the society

& As the Board may determine in each particular

case
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Remaining Funds on Winding Up104) (1)

& The assets shall be distributed in the

following manner and ordes104):

* Cost of liquidation

* Liabilities

* Payment of Capital

 Dividend or Patronage Refund for any period
during which no dividend or patronage refund
was in fact paid
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Remaining Funds on Winding Up105) (2)

& Any moneys remaining after the scheme of
distribution and unclaimed for two years, shall
NOT be divided among the members

% The moneys shall be deposited into the Co-
operative Societies Liquidation Account

* Creditors are barred by prescription on the expiration of
two years from the date of the cancellation order

« After five years all moneys will be transferred to the
CCF
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If you get it
right the
Cooperatives
Board
Members
can focus their
time
elsewhere!!
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Getting it right(1)

& Familiarise yourselves with the ACT

% Do not provide consultancy services on
cooperative matters if not prepared

& Qualify departures from IAS’s & COOP ACT

& Going concern qualification is to be clear
especially in cases of insolvent societies

& Avoid small audit qualifications and identify
internal control deficiencies
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Getting it right(2)

& Make sure the society’s name on the face of the
accounts is the correct registered name (NO
Maltese unregistered version, NO abbreviations)

& Avoid using the wordCompany in the society’s
audit report and/or in the body of the accounts

& All Societies havé.imited as part of their name

& Follow as far as possible accounts layouts found in
Third Schedule (departures must be listed in the
notes or else qualify)
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Getting it right(3)

6 Check calculations of CCF & Reserve Fund
(rounding only to the nearest Lm1)

& Accounts should reflect only transactions
performed by the society (do not double count)

& Make sure the capital structure reported is in
accordance with the statute

& Prepare your clients for the business implications
of having their accounts scrutinised by the public
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Getting it right(4)

& Visit Cooperatives’ Board vs. KPH
arbitration ruling dated 28January 2002
with respect to the meaning of “surplus’
and “net surplus”

& Consider the implications of liquidation

& Do not prepare feasibility and viability
studies just to satisfy registration
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