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1. INTRODUCTION 
 

“Although co-operatives have been active for over 150 years and are dominant 
in many marketplaces … they are not very well understood.  More often than 
not standards and rules which have been developed for public stock companies 
are applied to co-operatives with no change to recognize the unique 
characteristics and purposes of co-operatives.”  

(Bardswick, K. The Co-operators comment letter to IASB, 2004).  
 

 

Co-operatives do not always fit well into accounting frameworks designed with others in mind. 

Generally Accepted Accounting Principles (GAAP) and practice, focus mainly on publicly listed 

investor owned companies (IOCs). While non-profits, charities, and the public sector are 

accommodated within specific accounting standards and/or guidance, co-operatives are rarely 

glimpsed. Yet significant differences are to be found in the co-operative member ownership 

structure, and co-operative purpose, values and principles (ICA, 1995). 

 

This lack of visibility and recognition in accounting can be problematical. One example is in 

relation to the search for universally applicable accounting definitions and classifications of 

financial instruments as equity or liabilities. The co-operative response to the International 

Accounting Standards Board (IASB) 2003 revision of International Accounting Standard (IAS) 

32: Financial Instruments: Disclosure and Presentation, and th
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Reserves 

 

Reserve funds can be an important source of capital for co-operatives. Co-operatives are 

sometimes required by regulation to build and maintain an appropriate reserve; yet co-

operatives often do not disclose a reserves policy or indicate their goals, achievements and 

future plans in this regard (Hicks, Maddocks, Robb and Webb, 2007). An iSORP could 

recommend items to be disclosed, with a view to improving accountability and stewardship. 

 

 

Definition of co-operative accounting terms (glossary) 

 

We have already touched on the language of accounting. In the interests of clarity, 

standardisation and plain language, a list of relevant accounting terms and definitions could be 

included. There is also a question of how far co-operatives want to go in using language to 

emphasize co-operative difference. Potential candidates for review could include „distribution‟ 

and „dividend‟, and we might also want to consider whether the word „surplus‟ or „profit‟ best 

describes the excess of revenues over expenses in a co-operative. Certainly there are 

variations in the application of these words by co-operatives and it would seem a reasonable 

goal to seek a standard approach to the use of these and other words. 

 

 

Annual report, non-financial content 

 

While there are certain items required by statute and regulation to be reported in annual reports, 

there still remains scope for inclusion of additional material that could expand existing entries to 

better explain the co-operative‟s activities. In addition, new sections could be considered, aimed 

at reporting on non-financial aspects of the co-operatives current performance and future 

targets. An iSORP could recommend information to be included and could also suggest a 

minimum standardized, comparable approach to social, ethical and environmental reporting. 

This might, for instance, include a minimum set of non-financial performance indicators; based 

on existing good practice found in co-operative reporting, but with a view to making them 

appropriate to a range of co-operative types and sizes. 

 

 

Other areas where co-operative specific approaches could be 

considered 

 

Below is a list of other potential topics for inclusion in a co-operative accounting and reporting 

iSORP. Some of these may not appear to require a differing co-operative approach, but the 

suggestion is that we could revisit them with a view to finding ways of reporting more fully on 

aspects of co-operative identity within current reporting requirements. For example, are there 

ways in which notes on related parties and economic dependence, could be improved to further 

explain relationships with other co-operatives and between members and co-operatives? 

 

Areas for consideration include: 

 

 Objectives, scope and purpose of co-operative annual reports and financial statements 
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4. NEXT STEPS 
 

 

CEARC proposes to begin the process by producing a series of draft papers on specific topics 

that would make up the components of a draft iSORP. The Centre will circulate the draft papers 

widely for comment and feedback, with dissemination achieved through the use of e-mail and 

access to a website. This consultative process will seek to involve interested national and 

international co-operative organizations, interested co-operative scholars, accountants, 

accounting bodies and co-operative businesses. A number of national and international co-

operative associations have in
BTnserati
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5.  QUESTIONS FOR FEEDBACK  
 
 

CEARC is keen to receive feedback concerning any aspect of this working paper and including 

the ideas and views presented. In particular we would be interested in your views on all or any 

of the following: 

 

1. Do you see current GAAP and the existing accounting framework as adequate in 

guiding co-operative accounting and reporting? 

 

2. Is development of a co-operative iSORP a useful addition? 

 

3. What, if any, of the issues covered under iSORP topics are currently of concern to 

you? 

 

4. What other issues would you want an iSORP to provide guidance on? 

 

5. To what extent do you think an iSORP can improve accountants understanding of 

co-operatives? 

 

6. Should co-operative identity, purpose, values and principles influence co-operative 

accounting and reporting? 

 

7. Is the proposed process of dissemination and feedback appropriate?  

 
 
Please send comments in writing by e-mail, mail or fax to: 
 
john.maddocks@smu.ca 
 
John Maddocks 
Centre of Excellence in Accounting and Reporting for Co-operatives (CEARC) 
Management Department 
Sobey School of Business 
Saint Mary‟s University 
Sobey Building 
Halifax 
Nova Scotia
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http://global.lexisnexis.com/uk
http://www.frc.org.uk/documents/pagemanager/asb/sorp280706.pdf
http://www.iasb.org/docs/ifric-d08/D8-CL95.pdf
https://www.knotia.ca/
http://www.charity-commission.gov.uk/Library/publications/pdfs/sorp05textcolour.pdf
http://www.charity-commission.gov.uk/Library/publications/pdfs/sorp05textcolour.pdf
http://www.fasb.org/project/Summary_of_Principles_for_the_Ownership_Approach_rev_nov2006.pdf
http://www.fasb.org/project/Summary_of_Principles_for_the_Ownership_Approach_rev_nov2006.pdf
http://www.fasb.org/board_meeting_minutes/06-27-07_liabeq.pdf
http://www.fasb.org/board_meeting_minutes/06-27-07_liabeq.pdf
http://www.iasb.co.uk/
http://www.coop.org/coop/principles.html
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