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Section 1 - Chairman’s Statement

CHAIRMAN'’S STATEMENT

I am honoured to be able to present the third AhRegort issued by
the Accountancy Board. Since my appointment asir@aa of the
Accountancy Board, on the 24April 2009, | moved into Joseph
Zammit Tabona’s shoes as from this date. JosepimdiaTabona had
served the Accountancy Board as Chairman for oQeyehrs. He will
undoubtedly be remembered for his leadership and dr at a time
when the profession was passing through, andistjplassing through
truly exciting times. Joe was part of all thisoge. | thank him for the
sterling work, his time and effort as Chairman bé tAccountancy
Board for all those years before taking up his @asthe Maltese High
Commissioner in Londo

In 2008, and the earlier part of 2009, the Accaooy Board went through an extensive exercise to
transpose the Statutory Audit Directive of the Bitbithe legislation governing the accounting ared th
auditing profession in Malta. Act IX of 2008 whi brought about the changes made to the
Companies Act 1995 as well as the Accountancy Bsida Act and its subsidiary legislation was
approved by Parliament on the™.6uly 2008. This bill was published on thé"14ugust 2008 and
the effective date of this new legislation was flieOctober 2008 as notified in the Government
Gazette of the 22October 2008. The four amended directives toAbeountancy Profession Act
were published on the $3Viarch 2009. The publication of these directivieslfy fully transposed
the 8" EU Directive, better known as the Statutory Audiitective.

The changes made to legislation have resulted ¢haenge in the constitution of the Accountancy

Board itself. The members have been increased $eran to eleven, with a majority of members on

the Board now being made up of non practitioneisam pleased to say that the newly constituted
Board also sees a larger number of female membleagir of the eleven members are in fact women —
three of which are warrant holders.

Legal Notice 51 of 2009 issued on the 24 Febru@B92jave birth to General Accounting Principles
for Smaller Entities (GAPSE) - the main scope ofialhlegislation was to make the financial
reporting by smaller entities as defined in thedldgotice itself less onerous than those as preWou
required by IFRSs. One expects that many compdniéMalta fall within the scope of this new
legislation and one augurs that a number of thesgpanies will take up this option to report under
GAPSE.

March and April of 2009 saw a concerted effort liypaofessions in Malta to transpose into parent
legislation, the provisions of the EU Servicesntetnal Markets Directive. Again a task force was
set up to deal with this new legislation to engte Malta meets the transposition deadline o
December 2009.

| take this opportunity to thank all members of thecountancy Board who have in some way or
another made this massive change in legislatiosiples Special thanks goes to the legal advisors t
the Accountancy Board — Camilleri Preziosi and As#es who have been instrumental in the
realization of this onerous task.

Our representation and active participation in Eheopean Group of Auditors’ Oversight Board
(EGAOB) has helped us to keep abreast of what ppdraing within the European Union. The
Accountancy Board is represented on a number otteuimittees of the EGAOB, namely the Audit
Regulatory Committee, Accounts Regulatory Commitfednspections Co-operation sub groups.
These meetings at European level ensure smootleffoint co-operation amongst public oversight
bodies within Member States and with third coustri@he Commission, through the EGAOB, led a
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Section 1 - Chairman’s Statement

number of discussion meetings with FEE, the Europ&montact Group and other European
Associations on quality assurance issues. Ori®feéviarch 2007, the Accountancy Board applied
for recognition by IFIAR — The Independent Forumloflependent Audit Regulators which forum
was set up in Paris on the™8eptember 2006. Malta was accepted as a membeirgof IFIAR on
the 27" August 2009.

The Accountancy Board has also been working closétly the MFSA throughout 2009 and there is
still a lot of scope for this collaboration withetthuthority.

| am pleased to say that to date 1,466 (96%) oR@G8 annual returns sent out to warrant holders in
December of 2008 were received. These returndgeais with a wealth of information and give us a
much clearer profile of the profession. Since sletting up of the first Disciplinary Committee
meeting in July of last year, four meetings haverbleeld. These focused on disciplinary actioneto b
taken against warrant holders who have failed tonmsutheir Annual Returns and pay Annual
Registration and Regulatory Fees. We are now \&ra advanced stage of this process and very
shortly disciplinary action will be taken againsése defaulters.

In 2009, the Quality Assurance Unit (QAU) carrieat &6 monitoring visits. This brings the total
number of visits carried out since February 200Z3d. The QAU should be completing its first full
cycle of visits by next year. These visits spanimeth part time sole practitioners to Big 4 firni$e
files reviewed were those of listed companies d$ agethose of small family owned companies. Of
these visits, 121 of the reports prepared by thdJ@ér consideration by the Quality Assurance
Oversight Committee (QAOC) have now been concluatetithe visits closed down.

In 2009 the financial crisis, which hit both sid#ghe Atlantic, twelve months earlier, still pested
and many fora have been held and literature writberthe subject. Here in Malta, we did not go
unscathed by this phenomenon but when comparedher @ountries, | believe that, so far, we
weathered the storm well and with the minimum ahdge. Financial services did feel the pinch but
perhaps not to the same extent as that of thestouand manufacturing industries.

It is my firm belief that, particularly in situatis like these, one calls for more vigilance and
transparency. Our profession is undoubtedly ohehe more regulated professions. The
Accountancy Board and the Quality Assurance Ovhatstpmmittee play an important role in serving
the public interest. As regulators we seek tongffeen accountability and reinforce trust and
confidence in financial reporting and corporateeyoance.

The accountancy and audit profession, when comparether professions is relatively young but one
which has one of the biggest growth rate. It iprafession which has adapted well to changing
circumstances over the years.

Undoubtedly, there will be new challenges aheadsofvhich we will need to address — but these will
be taken within our stride as we have done in #.p The past three years, in particular, hava see
radical changes within the Accountancy and Auddféssion — changes to which, the profession, in
general, has responded favourably. We are smdlhdapt to changes much more expeditiously than
larger jurisdictions. Academically our standarde af the highest levels and we should never
underestimate the importance of this fact. Cowadpmg with other network firms across the globe,
and our ability to communicate in different langaagalso contributed to the versatility of our
profession. Equally important however, is thatglization has given rise to a more pronounced need
to adhere to the common high quality and ever cingnguditing and accounting standards.

—

Charles Rapa
Chairman — Accountancy Board
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INTRODUCTION & OVERVIEW

Since its establishment in 1979, the Board has besponsible for regulating the accountancy
profession in the public interest and as set odlhénAccountancy Profession Act, CAP 281 has been
entrusted with the following functions:

the consideration of applications for the issuemafrants or practising certificates and to
advise the Minister;

dealing with cases of professional misconduct ghdraisciplinary proceedings in respect of
warrant holders or holders of a practising cedifécincluding cases leading to the suspension
or withdrawal of any warrant or practising certifie issued;

taking such measures as may be reasonably necdesprgtect the public interest and the
integrity of the profession including the placinfrestrictions, the imposition of fines and
other similar measures on warrant holders and mlofea practising certificate;

advising or making recommendations and expresssngaws to the Minister;

carrying out all such things as may be necessamyetet the obligations arising from Directive
2006/34/EC,;

establishing procedures for the registration of ramtr holders and practising certificate
holders;

the operation of an appropriate system of quagueance;

the publication of guidelines on the interpretatadrthe Accountancy Profession Act and the
regulations and directives issued under it;

the maintenance of a register of warrant holdemsctising certificate holders, third-country
auditors and third country audit entities; and

such other functions arising from any law or as rbaydelegated to it by the Minister under
the Accountancy Profession Act.

In line with Article 7(19 & 20) of the Accountand3rofession Act, CAP 281, the Board is required to
publish by not later than $March an annual report including details of itsaal work programme,
activity reports, a description of the work carrimat by the disciplinary committee, a summary & th
work carried out in respect of quality assuranag such other things which the Board deems relevant.

This is the third Annual Report issued by the Baardomply with such requirements.

This report is structured under the following ses:

= Sections 3 to 7 give a brief overview of the composition, frequemdéyneetings, summary of
activities carried out during 2009 and plans fol@@ertaining to the Accountancy Board,
Disciplinary Committee, Quality Assurance Oversiglimmittee, Legislative Clarifications
Sub-Committee and Investigation Committee respelstivand

= Section 8 - Profile of the audit and accountingfpssionprovides an overview of the audit
and accountancy profession in Malta and of the wawants and practising certificates issued
during 2009.
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ACCOUNTANCY BOARD
3.1.COMPOSITION

From the beginning of 2009 up until®4pril 2009, the Accountancy Board was composed of
the following Board members:

Chairman
Mr. Joseph Zammit Tabona FCA, FIA, CPA, AMIT.KM

Members

Mr. Peter J Baldacchino, M.Phil (Lough), FCCA, FI2RA,

Mr. Mario P. Galea FCCA, CPA, FIA;

Mrs. Helen Meli Attard FIA, CPA, CSA, MIM, MIT, B.AHons) Acc, M.A. Financial
Services;

Mr. Bernard Scicluna FCCA, FIA, AMIT, CPA;

Mr. Anthony Zarb FCCA, FIA, CPA, MBA(Warwick); and

Mr. John Zarb FCCA, CPA, FIA

Secretary
Mr. Joseph Croker

Change in Accountancy Board Composition

However with effect from %L October 2008, a legal notice dated"2@ctober 2008 and
published in the Government Gazette has effectechange to the composition of the
Accountancy Board, which has increased from sewesldven members. As per the revised
Accountancy Profession Act, the composition of #leven members now consists of the
following:

(@) a chairman of recognised standing and expsgieim the accountancy
profession and who is a non-practitioner;

(b) a non-practitioner nominated by the UniversifyMalta from among a list of
not less than two persons nominated by the saidetsity from among the
teaching staff of the Faculty or Faculties in whtelaching of and research in
the field of accountancy is organised;

(© a senior official of the Ministry responsibler finance who is a non-
practitioner;

(d) two members recommended by a recognised atammeynbody from among a
list of not less than four members nominated bystid body;

(e) three members who are practising accountamdiny a warrant; and

) three other members who are non-practitioners.

Thus to meet these new legislative requirements,Mimister of Finance, the Economy and
Investment on 22 April 2009, appointed the following Board members:

Chairman
Mr. Charles Rapa FCCA, FIA, CPA, MBA(Brunel/HenleiIM, MCMI

Members

Mr. Peter J Baldacchino, M.Phil (Lough), FCCA, FIBRA,;
Dr. Bernice Buttigieg LL.D, B.A., M. Jur (EU & Compaw);
Mr. Simon Flynn FCCA, BA(Hons)Accty., FIA, CPA;
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Mr. Mario P. Galea FCCA, FIA, CPA;

Ms. Elvia George BA(Hons) Accty., FIA, CPA;

Ms. Angele Grech BA(Hons) Accty., CPA;

Mr. Godfrey Leone Ganado FIA, CPA;

Ms. Helen Meli Attard FIA, CPA, CSA, MIM, MIT, B.AHons Acc.), M.A. (Financial
Services);

Mr. Benjamin Rizzo ACMA, FIA, CPA; and

Mr. Bernard Scicluna FCCA, FIA, FMIT, CPA

Technical Advisors
Mr. Anthony Zarb FCCA, FIA, CPA, MBA(Warwick); and
Mr. John Zarb FCCA, CPA, FIA

Secretary
Mr. Joseph Croker

Left to right: -

Mr. Joseph Croker,

Mr. Peter J. Baldacchino,
Mr. Simon Flynn,

Ms. Angele Grech,

Ms. Elvia George,

Mr. Benjamin Rizzo,

Mr. Godfrey Leone Ganado,
Mr. Charles Rapa,

Mr. Mario P. Galea,

Ms. Helen Meli Attard,
Mr. Bernard Scicluna

Not in attendance:
Dr. Bernice Buttigieg,
Mr. John Zarb,

Mr. Anthony Zarb

3.2.FREQUENCY OF MEETINGS
During 2009, the Board met on ten occasions irl.tota
3.3.COMMITTEES

As per Article 7(2) of the Accountancy Professiont,Athe Board is empowered to appoint
Committees, of which the Chairman must be a memb#re Board for the carrying out of such
duties or other work as the Board may assign tmthe

To this effect during 2009, the Accountancy Boaedl Hour such Committees to assist it in
discharging its functions and responsibilities:

* Disciplinary Committee;

* Quality Assurance Oversight Committee;

* Legislative Clarifications Sub-Committee; and

* Investigation Committee.

The structure and activities of such Committeestmafound in Sections 4 to 7 of this report.
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In addition, as was the case in 2008, the Accountddoard has delegated its monitoring of
continued professional education (CPE), as contategl under Directive 1, to the Malta
Institute of Accountants.

3.4. SUMMARY OF ACTIVITIES CARRIED OUT DURING 2009

The Board has been involved in a number of acdisitluring 2009. The main activities have
been summarized below.

Attendance and participation in numerous meetingsriegard to the transposition of
the EU Services in Internal Markets Directive andUERecognition of Professional
Quialifications Directive.

Throughout 2009, Government held a number of mgetior competent authorities in
relation to the EU Services in Internal Markets eltive with the aim of ensuring
transposition of this Directive by the transposititate of the Z28December 2009.

Another EU Directive which had been in force fonamber of years but not formally
transposed into the Accountancy Profession AcRégulations and Directives was the
Professional Qualifications Directive. As theres@ne inter linkage between these two
Directives, it was decided to transpose these twecives together.

With the involvement of the Board’s legal advisditse necessary amendments have
been made to the Accountancy Profession Act whigtewapproved on the %9
December 2009 and published in the Government @azdduring the early part of
2010, the amendments made to the Accountancy Riofeéct Regulations as well as
Directive 1(Continued Professional Education), 3{dal Return and Registration Fees)
and 4(Quality Assurance) have since been approyéthbinet.

Issue of CPA warrants and practising certificatas auditing.

Throughout the year, a number of applications wereived for both warrants and
practising certificates in auditing. The Board, @ the requirements of the EU
Statutory Audit Directive, which were transposeds hevised its evaluation criteria for
practising certificate applications received.

Furthermore, as firms may now be structured agduniiability companies, the Board
had received a number of information requests im riagard. By the end of the year,
one new audit and accountancy firm was set up lasited liability company on the
15" December 2009.

For more information pertaining to the issue of OR#&rants and practising certificates
in auditing, please refer to Section 8 of this répo

Review of transparency reports published by audstof public interest entities.

Another new requirement brought about by the trasisipn of the EU Statutory Audit
Directive, was the publication by 3March 2009 of a transparency report by auditors
of public interest entities. This deadline was imgtthe majority of auditors of public
interest entities. However two firms and one gmigctitioner had not published their
transparency report by the required date. By tiek & April 2009, all transparency
reports were in place.
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The Board vetted such documents to ensure thatrabairements set out in the
Accountancy Profession Act were duly detailed i plublished transparency report.

Setting up of a Clarification Sub-Committee

During 2009, subsequent to amendments being madeet@ccountancy Profession
Act, its Regulations and Directives, a sub-commaitie&as set up whose main aim was to
clarify and if required, amend certain areas idetiin the Accountancy Profession
Act, its Regulations and Directives.

For more information pertaining to the work carrmat by this Sub-Committee, please
refer to Section 6 of this report.

Dealing with complaints against warrant holders.

The Board dealt with three complaints during tharyene such complaint was against
an accountant who was not a warrant holder and tlougurther action was taken.

Another case was referred to the Investigative 8edrich was set up by the Board. In
the third complaint, the Board ruled in favour betwarrant holder. No complaints

were referred to the Board’s Disciplinary Committee

Attendance and participation in several meetingsatieg with the creation of a
warrant holder portal.

Although the warrant holder portal initiative hasel in the pipeline for a number of
years now, this project has not yet been broughstiouition. A number of difficulties
and delays were encountered. After eighteen marttltonsultation with MITA and
the appointed software developer, the original fdjgrt, specific to the needs of the
Board evolved to include other Government warrantbodies. This new project
commenced in June 2008. Since this date, a nuwmbeneetings have been held
between the Board, MITA and the software develogdowever until year end, the IT
project was still in progress.

Maintaining a close working relationship with the Elta Institute of Accountants.

Over the years, the Malta Institute of AccountgiM$A), the Board and the QAU have
fostered a close working relationship.

The QAU in collaboration with the MIA have held tfaurth annual Quality Assurance
Workshop in October. Two members of the QAU and Board members as well as
the Chairman took part, in addition to the othexadqers present.

In addition, during the year, the QAU contributedthe November MIA journal the
Accountant. This article was entitled “The Indegeemt Auditor's Report — A Different
Perspective”.

Furthermore, during 2009, the QAU provided the Miikh a number of weaknesses
identified during QAU visits. The MIA, during théatter part of 2009, started
addressing these weaknesses by providing detaihladhars focusing on these areas.
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QAU reviewers were also included in a number of Mi&nmittees dealing with areas
such as Professional Qualifications, Continueddasibnal Education, Ethics, GAPSE,
Accounting and Auditing.

In addition, as in previous years, the Board hdsgd¢ed the monitoring of CPE to the
MIA.

Fostering a close working relationship with the Mal Financial Services Authority
(MFSA).

A number of discussions were held to determine bmwvAccountancy Board and the
MFSA could provide each other with information $wtt both bodies could ensure
better regulation. From an exercise carried owtas noted that there were a number of
practising certificate holders who signed auditorép which were submitted to the
MFSA when these persons declared themselves agractitioners in the Annual
Return submitted to the Accountancy Board. As sultea number of practising
certificate holders were contacted and in somesctised in accordance with Directive
3 of the Accountancy Profession Act. This was doethe fact that incorrect
declarations were being made by practitioners er tduthe fact that practitioners had
not informed the Board that they were in practicgirdy the year as they had not
submitted their Annual Return. By carrying ousthiercise, the Board will ensure that
all audit practitioners will be subject to a quakissurance review.

Attendance and participation at EGAOB, AccountingeBulatory Committee and
Audit Regulatory Committee meetings held in Brussel

Our representation and active participation in theropean Group of Auditors’

Oversight Board (EGAOB) has helped us to keep abrefawhat is happening within

the European Union. The Accountancy Board is mgreed on a number of sub
committees of the EGAOB. These meetings at Eumpewael ensure smooth and
efficient co-operation amongst public oversight iesdvithin Member States and with
third countries. The Commission, through the EGA@®RI a number of discussion
meetings with FEE, the European Contact Group dhdrdzuropean Associations on
quality assurance issues. There are today, therthe EGAOB Plenary Committee
itself, five other sub-committees of the EGAOB. e$hk include the ISAs subgroup,
Intra EU Co-operation, Third Countries, the subgraan inspections and the Audit
Regulatory Committee.  Ten meetings were attertilgohg 2009. A representative
of the Accountancy Board also attends meetings haf Accounting Regulatory

Committee. Four meetings were attended durin@ 2@l of these meeting were held
in Brussels.

Attendance and participation at the conference hdig the International Forum of
Independent Audit Regulators (IFIAR).

On the 18 March 2007, the Accountancy Board applied for gmition by IFIAR.
Malta was accepted as a member country on theARigust 2009. A representative of
the Accountancy Board attended the plenary mediagwas held in Singapore during
September 2009. An inspections workshop was nelRhiis during February 2010.
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Assistance provided to Turkish Cypriots.

During the year, the Board in collaboration witle thllA and the MFSA, held a 1 day
workshop with our Turkish Cypriot counterparts o thhrough the Maltese regulatory
framework as well as the methodologies used byQié) team to ensure quality
assurance during inspection visits.

Provision of an advisory role with Government onl &sues relating to accounting
and auditing.

3.5. PLANS FOR 2010

In 2010, the Accountancy Board intends to contiand start a number of initiatives which
include:

The finalisation of the warrant holder portal prof.

As stated above, this project has been in prodogss number of years, but it is hoped
that during 2010 this portal will be operationdlhe project has been divided into two
sub-projects. The initial phase whereby warramliegtions and annual returns can be
completed on line should be completed in the firatt of the year. However, the
second part of this project, which concerns regerteration and submission analysis,
should be completed at a later stage.

Identify and register firms and companies providirgccounting and audit services
which to date have not been registered themselvidls thie Board.

During 2010, the Board will seek to ensure thabaoting and audit providers will be
duly registered with the Board.

In regard to persons signing off audit reports, Buard has already commenced this
process with the MFSA, but during 2010 as morertfiia statements are filed with the
Registry this analysis process with continue. Aiscrepancies will be followed up.

In relation to persons providing or holding thermssl out to provide accounting
services, the Board has come across a numberitégmind individual warrant holders
who state that they provide accounting services diuthe same time are not duly
registered with the Board. It is presumed thasuth entity or individual warrant
holders provide these services, then the serviogsrevided would include those as
outlined in Article 3(2) of the Accountancy Profiess Regulations. In such cases,
these entities and individuals would be regulatgdhe Accountancy Board and must
therefore be registered. There are also instawbese non warrant holders promote
themselves as providing accounting services.

The identification and registration of all accomgtiservice providers is envisaged to be
a lengthy process and cases will be investigateahaad hoc basis.
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Review of current work practices to ensure that sleeare in line with the transposed
EU Directives.

Due to the numerous amendments which have been radhe Accountancy
Profession Act, its Regulations and Directives rentr work practices will have to be
revised to bring these practices in line with thquirements set out in the transposed
Act. In this regard the Clarification Sub-Commitie#l address any matters arising.

Carrying out of a number of initiatives with the MBA.

Throughout 2010, it is hoped that further initiasvwith the MFSA will be brought to
fruition. These initiatives will again focus on seming that proper and complete
declarations are made by warrant holders when gtibgitheir annual return.

Approval of amendments to the Accountancy ProfessiRegulations and GAPSE

As already detailed earlier, during the first pafr2010, amendments to fully transpose
the EU Services in Internal Markets Directive and Recognition of Professional
Qualifications Directive have been approved by Gabi

Furthermore, the amendments to extend the GAPSHsiti@hal provision from
financial reporting periods from 31 December 20081 December 2010 came into
force on 1 January 2010.

Revision of Directive 2 — Code of Ethics

During July 2009, the revised Code of Ethics farfBssional Accountants prepared by
the International Ethics Standards Board for Actants was issued. As this Code is
effective form 1 January 2011, the Board is toseirective 2 — Code of Ethics.

-10-
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DISCIPLINARY COMMITTEE
4.1.COMPOSITION

In accordance with the requirements set out inchatv(2) of the Accountancy Profession Act,
the Accountancy Board appointed individuals to éygresented on the Disciplinary Committee.
The Accountancy Profession Act requires that then@dtee is composed of five members, two
of which are appointed from a list of not less thian persons submitted to the Board by the
Malta Institute of Accountants (MIA) and of the ¢lerremaining members at least one person
must be a warrant holder. Furthermore, the Boppbiated one of the members who held a
warrant, to act as Chairman.

During 2009, the composition of the Disciplinaryr@uoittee was made up of newly appointed
members which were as follows:

Chairman
Mr. Godfrey Leone Ganado FIA, CPA

Members

Dr. Bernice Buttigieg LL.D, B.A., M. Jur (EU & Compaw);

Mr. Marcel Cassar MBA (Manchester/Wales), FIA, CPA,;

Ms Helen Meli Attard FIA, CPA, CSA, MIM, MIT, B.AHons Acc.), M.A. (Financial
Services); and

Mr. Martin Said FCCA, FIA, CPA.

Secretary
Ms. Karen Sultana B. Accty (Hons), MIA, CPA

Left to right: -

Mr. Marcel Cassar,

Ms. Karen Sultana,

Mr. Martin Said,

Mr. Godfrey Leone Ganado

Not in attendance:
Dr. Bernice Buttigieg,
Ms. Helen Meli Attard

4.2.FREQUENCY OF MEETINGS

The Committee held one meeting in August.

-11-
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4.3. SUMMARY OF ACTIVITIES CARRIED OUT DURING 2009
4.3.1. Disciplinary action against an audit practioner

During the year, the Committee met to discuss & gohctitioner who had in prior years,
undergone a Quality Assurance Visit. This pramiér was scheduled for a follow up visit in
2009, however on a number of occasions the prawttiwas postponing the commencement of
such follow-up visit. A meeting was held with tiggactitioner, wherein the date of the follow
up visit was fixed. The Committee discussed wiitb practitioner that should the practitioner
fail to comply with the requests made by the Quafissurance Unit that disciplinary action
would be taken.

Subsequent to this meeting, the practitioner undetva follow-up visit as agreed with the
Disciplinary Committee. During the early part @f1®, the results of this visit will be reviewed
by the Quality Assurance Oversight Committee angrariate action will be taken, if
necessary.

4.3.2. Non compliance with Directive 3 and Directie 4

As illustrated in Table 4.1, up until the end ot thear, a number of warrant holders and
practising certificate holders were in default dfe tAccountancy Profession Act and its
Directives, in spite of the fact that a number eihimder letters were sent out warrant holders
and practising certificate holders to remind thdrtheir legal obligations.

This was due either to the non-submission of anmaalrns, non-payment of the annual
registration fee as well as non-payment of theityjuatsurance regulatory fee.

Table 4.1
Number of
Defaulters
Annual Return 2006 25
Annual Return 2007 43
Annual Return 2008 61
Annual Registration Fee 2007 20
Annual Registration Fee 2008 31
Annual Registration Fee 2009 55
Quality Assurance Regulatory Fee 2008 - Part-tiole practitioners 1
Quality Assurance Regulatory Fee 2009 - Full-tioke practitioners 1
Quality Assurance Regulatory Fee 2009 - Part-tiole gractitioners 1

It was agreed that these defaulters would be edetw the Disciplinary Committee to discuss
sanctions that will be taken against defaulters.

4.3.3. Disciplinary fines imposed

An exercise carried out by the Board during 20G@ilted in eight practising certificate holders
being contacted in November and fined €232.94 inoatance with Directive 3 of the
Accountancy Profession Act. This was due to tlo¢ tfaat incorrect declarations were made by
practitioners or due to the fact that practitionieasl not informed the Board that they were in
practice during the year as they had not submitteit Annual Return.

-12-



Section 4 — Disciplinary Committee

Up until February 2010, seven out of the eight fisawy certificate holders had settled the fine
imposed. The remaining fine outstanding will bdloiw up and if necessary, further
disciplinary action will be taken during 2010.

4.3.4. Complaints
No complaints had been referred to the Disciplifaoymmittee.
4.4. PLANS FOR 2010
< Initiation of disciplinary proceedings against defifters
During 2010, disciplinary proceedings will commerfoe those warrant holders who
have failed to submit annual returns, pay annugisteation fees as well as quality
assurance regulatory fees in prior years. Theseepdings could lead to warrant and

practising certificate suspensions or the withdtaeh any warrant or practising
certificates issued under the Act.

* Amendments to disciplinary procedures

Furthermore, during 2010, the Accountancy Profes#iot, Regulations dealing with
disciplinary procedures to be adopted by the Béardts Committees) will be amended
in relation to proceedings leading to the revoceatguspension or to other conditions,
as well as the imposition of administrative finesprimands or other measures on
practising certificates and warrant holders.

- 13-
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QUALITY ASSURANCE OVERSIGHT COMMITTEE
5.1.COMPOSITION

The Quality Assurance Oversight Committee (QAOC) sa$ out in Directive 4 of the
Accountancy Profession Act is composed of five widlial members appointed for a period
determined by the Board which shall not exceecetlygars.

During 2009, the QAOC was made up of five Committeambers who were as follows:

Chairman
Mr. Joseph Zammit Tabona FCA, FIA, CPA, AMIT.KM *
Mr. Charles Rapa FCCA, FIA, CPA, MBA(Brunel/HenleiIM, MCMI *

Members

Mr. Peter J. Baldacchino M.Phil (Lough), FCCA, FIZRA,

Ms. Heather Briers FCA, (Director Professional Stds, CARB);

Mr. Alfred Lupi FCCA, BSc Econ, FIA, CPA; and

Dr. Michelle Mizzi Buontempo LL.D., M.A. (Fin. Sery (Deputy Director, Company
Compliance Unit, Malta Financial Services Authoyity

Secretary
Mr. Marcel P. Coppini FCCA, FIA, CPA

* Mr.Charles Rapa was appointed as Chairman insted/Ir. Joseph Zammit Tabona on24
April 2009.

Left to right:

Dr. Michelle Mizzi Buontempo
Mr. Peter J. Baldacchino,

Ms. Heather Briers

Mr. Alfred Lupi,

Mr. Charles Rapa, and

Mr. Marcel Coppini

5.2.FREQUENCY OF MEETINGS

The Committee held regular meetings (typically gvevo months). During 2009, the QAOC
conducted a total of six meetings.
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5.3. SUMMARY OF ACTIVITIES, VISITS AND FINDINGS DUR ING 2009

5.3.1. Quality assurance visits

Based on declarations made in the 2008 Annual Retlwcally there were 200 firms and sole
practitioners providing statutory audit service®uring 2007, the Quality Assurance Unit
(QAU) started carrying out quality assurance viaitsl to date the total number of visits carried
out amounted to 131. This is illustrated in Graph 5

Graph 5.1 — Visits carried out by the QAU
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Once a quality assurance visit has been conclugededQAU, it is passed on to the QAOC for
their consideration. Since 2007, a total of 12ditsihave been concluded by the QAU and
reviewed by the QAOC. This is illustrated in Grepi below.

Graph 5.2 — Visits reviewed by the QAOC
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At year end, there were 9 auditors/audit firms wblg-interest entities. As required by the EU
Statutory Audit Directive which has been transpokexlly, the QAU has taken a policy of
visiting the auditors of public-interest entitiegeey three years. By the end of 2009, the QAU
had visited all auditors/audit firms auditing pahbinterest entities. All of these reports have
been reviewed by the QAOC. This can be seen intGsah Furthermore to date, the QAU has
reviewed the audits of 11 public-interest entitissillustrated in Graph 5.4. This equates to
approximately 15% of all local public-interest ¢ies identified by the MFSA.

- 15-



Section 5 — Quality Assurance Oversight Committee

Graph 5.3 — Visits to auditors of Public-Interesitiies
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5.3.1.1 Conclusion of quality assurance reviews dimg 2009

During 2009, the QAU was made up of the Head oft,Uhireviewers and one administrative
person. The reviewers as well as the Head of Hr&tall qualified and have a practising
certificate in auditing. Throughout 2009, the QA&tried out 56 visits. This represents a slight
increase over the prior years as shown in Graph Biie QAOC reviewed 55 visits as shown in
Graph 5.2 (of which eight were visits carried oytthe QAU during 2008) which are analyzed
as follows:

25 full-time sole practitioners;

21 part-time sole practitioners;

1 firm with five or more principals;

3 firms with less than five but more than two pijrads; and
5 firms with less than three but more than one ppalci

Throughout the year, the QAU reviewed 106 statutaudits of financial statements in total
when compared with 116 in 2008 and 48 in 2007. fbllewing is a comparative analysis of
the statutory audits reviewed since 2007 to 2088eb on the industry segment:
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Graph 5.5 — Audit files reviewed by the QAU
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As illustrated above, the majority of reviews rethto companies dealing in retail activities and
the provision of services.

5.3.1.2 Overview of reports
5.3.1.2.1 Report ratings

Reports for internal purposes are categorizedratiogs which are determined by the instances
and magnitude of non-compliance with the relevagutations, the level of commitment and
ability of the firm/sole practitioner to correctetiproblems identified and the regulatory action,
if any, which the QAOC considers should be applied.

Throughout the year, the QAU has noted an overglfovement. Although the majority of the
weakness noted were similar to those noted in gears, the frequency of occurrence of these
deficiencies has decreased. This has reducedithber of findings noted in the QAOC reports
and thus has resulted in less confirmations as agetionditions and impaositions being imposed
by the QAOC.

At the end of 2009, the QAOC had asked practitisfiems on 82% of visits for just
confirmations as opposed to 76% in 2008. In agldjtconditions including impositions such as
follow up visits and external audit compliance eaws and external cold file reviews were
sanctioned on 18% of practitioners visited in 20@Ben compared to 24% in 2008.
Considering this oversight body has been set upinvihe last three years, the QAOC is pleased
with the overall results and augurs that 2010 belleven better.

5.3.1.2.2 Report structure

At the final stage of the QAU visit, a summary doant of the findings identified during the
course of the visit is prepared by the QAU reviewer the quality assurance visit. The
practitioner or firm is given fourteen days to res@ to this document, which is known as the
Closing Meeting Notes. On receipt of the praatiéds or firm’s responses to this document, a
report is prepared for the consideration of the @Aliased on the findings identified during the
QAU visit and responses received from the practéioor firm in the Closing Meeting Notes.
This QAOC report is a relatively standardised doentnas the relevant findings are structured
under six headings as follows:
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Independence & Ethics

This section of the report addresses complianch Witective 2 of the Accountancy
Profession Act - the Code of Ethics.

File Findings

In this part of the report compliance is assesséth Wternational Standards on
Auditing on audit files selected for review.

Statutory/IFRS Compliance

Under this heading any non compliance with the Camgs Act and IFRS as well as
any other relevant legal framework would be noted.

Audit Report

Compliance with the requirements of ISA 700 and i#a&ssessed and any departures
are noted in this part of the report.

Quality Control
In this section of the report, ISQC1 requirememn¢saaldressed.
Whole Firm Matters

Other requirements emanating from the AccountamoyeBsion Act and Directives are
dealt with in this section.

Evaluation forms

On completion of a quality assurance visit, pramtiers and firms are provided with an
evaluation form which they are required to filland return to the QAU. This evaluation form
enables an analysis of the quality assurance @dodse carried out.

Although a good proportion of practitioners andnfirhave filled in this evaluation form, not all
such forms were being submitted to the QAU, in fadt of the 55 forms given to practitioners
and firms a total of 47 evaluation forms (85%) wezeeived back.

Overall feedback received was very positive whishencouraging. Graph 5.6 provides a
graphical illustration of the summary of results:

Graph 5.6 — Evaluation Form Summary
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5.3.3. Chartered Accountants Regulatory Board of Ireland CARB)

Since the setting up of the QAOC and the QAU, thar@red Accountants Regulatory Board
of Ireland (CARB) has played an important roledndl regulation of quality assurance as it has
given assistance to the QAU in a number of areashwihclude training, review of a number of
QAOC reports, technical assistance as well assistamthe carrying out of Big 4 audit visits.

In addition, during 2009, CARB has also revieweel pnocedures adopted by the QAU as well
as reviewed 11 completed quality assurance viditee results of this review are to be assessed
in 2010.

During the year, QAU reviewers attended two sepatraining activities carried out in Belfast,
with our CARB counterparts, one in February anddtteer in May. In addition CARB have
reviewed a number of QAOC reports as well as asbist a Big 4 visit carried out during the
year. Itis envisaged that this support will cong in the upcoming year.

5.3.4. Team meetings

In addition to team meetings attended in Belfastrtiern Ireland as part of the Unit's
continuous training programme, locally two team timgs were organised. One was held in
March while the other was carried out in Novembdhese meetings enabled reviewers to
discuss methodologies and ensure that quality wesvare carried out consistently by each of the
reviewers.

5.4. General overview of main weaknesses encounteérguring visits

Even though the extent and types of weaknessetfiddrvary from visit to visit, a description
of the most common deficiencies noted during thers® of the 2009 QAU visits have been
included below. Based on these findings, the MIAs lmmganised a number of seminars
addressing the following QAU findings which werdchduring 2009 and the remainder will be
held during 2010.

Independence and Ethics

Article 153 of the Companies Act requires that: &amditor must at all times adhere to the rules
of independence and professional ethics set otlteirtCode of Ethics and any other regulations,
directives or guidelines issued from time to timedrms of the Accountancy Profession Act.’

However, as in past years, the QAU encountered rabeu of weaknesses in regard to
independence issues such as the provision of meuraaxe services (non PIES) and long
association.

Furthermore during the year, a few instances wetedhwhere practitioners had family and
personal relationships with their audit clients.

Article 8.134 of Directive 2 - Code of Ethics rerps that ‘when an immediate family member
of a member of the assurance team is a directonffaser or an employee of the assurance
client in a position to exert direct and significanfluence over the subject matter of the
assurance engagement, or was in such a positiamgdamy period covered by the engagement,
the threats to independence can only be reduceantacceptable level by removing the
individual concerned from the assurance team. Tdweness of the relationship is such that no
other safeguard could reduce the threat to indegpe@lto an acceptable level. If application of
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this safeguard is not used, the only course ofoacis to withdraw from the assurance
engagement.’

File Findings

Whilst carrying out the QAU visits during 2009,vitas noted that in the majority of cases,
practitioners and firms were making use of auditgpammes. In a significant amount of the
reviews carried out, the ACCA audit programme wamd followed. In some instances, the
ACCA audit programme was tailored by the practéior however in such cases care must be
taken to ensure that all relevant ISA requirememn¢ésbeing addressed during the course of the
audit.

While there has been some progress in addressidingls as noted in prior Annual Reports,
there are still weaknesses which repeat themsehveesumber of audit areas. As in prior years,
the main ISAs which were breached by the QAU reeimwvere ISAs dealing with the planning
and completion considerations.

The QAU is aware that small practices face diffiguin keeping abreast of changing audit
requirements, however local training institutiomsé carried out a number of training activities
to address matters noted during the QAU visits.

The most common weaknesses noted during the cofide QAU visits carried out during
2009 have been identified and commented on asafsilo

(a) Planning

Although documentation of planning consideratioas Improved during the year, it was noted
that documentation of the following Internationati&lards on Auditing was still not apparent
in the audit file or in some cases insufficient:

e ISA 240 — The Auditor's Responsibility to Consi@eaud in an Audit of Financial
Statement
For a number of audit files reviewed, no documénatvas found in regard to the
auditor’s consideration of the risk of material siggements in the financial statements
due to fraud. In addition, a number of auditord dot discuss with management, as
part of its process of understanding the entity isdnvironment, to determine whether
they had knowledge of any actual, suspected ogedléraud affecting the entity.

e ISA 250 — Consideration of Laws and Regulatioreniudit of Financial Statements
Consideration of laws and regulations continuebean ISA which is not adequately
considered or documented in the audit files of maractitioners. Practitioners should
gain a general understanding of the legal and atgryl framework which affects the
company and how the company adheres to such lggisland regulatory framework.
Although compliance with laws and regulations paitey to the company’s industry is
management’s responsibility, ISA 250 requires twvaen designing and performing
audit procedures and in evaluating and reportirgrésults thereof, the auditor should
recognize that noncompliance by the entity withdeaamd regulations may materially
affect the financial statements.

e ISA 315 - Understanding the Entity and its Enviremtnand Assessing the Risks of
Material Misstatement
It was noted that on a number of audit files rewddwinadequate documentation was
included in the audit file regarding the key eletseaf the understanding obtained
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pertaining to the entity and its environment toeassthe risks of material misstatement
of the financial statements; the sources of infaromafrom which the understanding
was obtained; and the risk assessment procedw@etifield.

For significant risks identified, the auditor isquered to evaluate the design of the
entity’s related controls, including relevant cahtactivities, and determine whether
they have been implemented.

Furthermore, for practices which involve a numbepeople on the engagement team,
the auditor is required to document his discussith the engagement team regarding
the susceptibility of the entity’s financial statemts to material misstatement due to
error or fraud, and the significant decisions reach

ISA 320 — Audit Materiality

In a number of situations, practitioners had ntaldshed materiality levels. Auditors
are required to assess audit materiality in corjanavith audit risk. Calculating audit
materiality is a key aspect of carrying out ancdint and effective audit. Practitioners
are reminded that the objective of an audit of firial statements is to enable the
auditor to express an opinion whether the finansitatements are prepared, in all
material respects, in accordance with an applicéib&ncial reporting framework. In
establishing a materiality level the practitior®ta use his professional judgement.

ISA 520 - Analytical Procedures

In some instances, preliminary analytical proceslusere not carried out during the
planning stage of the audit. Preliminary analytmmacedures aid the auditor to obtain
an understanding of the entity and its environmeriurthermore, application of

analytical procedures may indicate aspects of théyeof which the auditor was

unaware and will assist in assessing the risks aferal misstatement in order to
determine the nature, timing and extent of furdnadit procedures.

ISA 570 - Going Concern

During the planning stage, as part of the auditarslerstanding of the entity, the
auditor should consider if the going concern asgsionps appropriate or whether there
are events or conditions and related business whksh may cast significant doubt on
the entity’s ability to continue as a going concern

As in prior years, although some practitioners hste¢ed that this consideration would
have been made, no documentation was noted on file.

(b) Fieldwork

During the fieldwork stage of the audit the mairidencies were noted in auditing standards
dealing with audit documentation, audit evidence andit sampling as detailed below.

ISA 230 — Audit Documentation

Documenting the work carried out during the cowbé¢he audit on a timely basis, is
fundamental to a properly carried out audit as liekps enhance the quality of the audit
and facilitates the effective review and evaluatibthe audit evidence obtained during
the course of the audit and the conclusions readieddre the auditor’'s report is
finalized.

Although through the use of ISA compliant audit gnammes, documentation has
improved, a number of instances were noted whetardentation was lacking.
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ISA 500 — Audit Evidence

Auditors during the course of carrying out an awd# required to obtain sufficient
appropriate audit evidence to be able to draw rede conclusions on which to base
the audit opinion.

From review of a number of audit files, throughtie year, it was noted that audit
evidence which was sufficient and appropriate was always obtained. In these
instances, the reviewers could not establish hawatiditor drew his conclusions on
which the audit report was based.

ISA 530 — Audit Sampling and Other Means of Testing

As was the case in prior years, the majority ofcfitianers reviewed principally use
detailed substantive testing as the means of abtpievidence during the audit.
Although a number of practitioners have implementedthodology for the selection of
samples in line with ISA 530, other practitioneid dot comply with this ISA dealing

with audit sampling. Thus the QAU has questioneav tthe auditor ensured that
sufficient and appropriate audit evidence had lwstained.

(c) Completion

As stated earlier, completion procedures still lgumprovement, in particular in relation to
the following areas:

ISA 240 — The Auditor's Responsibility to Consiéeaud in an Audit of Financial
Statements

As outlined above, in the planning section, consitien of fraud at the completion
stage of the audit was also found to be weak ounaber of reviews carried out. ISA
240 requires the auditor to consider whether aitalyprocedures performed at or near
the end of the audit when forming an overall cosidn as to whether the financial
statements as a whole, are consistent with thetaisliknowledge of the business
indicate a previously unrecognized risk of matemastatement due to fraud. When the
auditor identifies a misstatement, the auditor #&hooonsider whether such a
misstatement may be indicative of fraud and if ¢hisrsuch an indication, the auditor
should consider the implications of the misstateniemelation to other aspects of the
audit, particularly the reliability of managemeapresentations.

When the auditor confirms that, or is unable to otode whether, the financial
statements are materially misstated as a resdifaoé, the auditor should consider the
implications for the audit and whether the audutort should be modified.

Additionally it was noted that in a humber of cagke auditor did not obtain written
representations from management specifically addrggraud.

ISA 250 — Consideration of Laws and Regulatioreniriudit of Financial Statements

It was noted on a number of audit files reviewadtighout 2009, consideration of laws
and regulations was not documented at the complettage of the audit. By the
completion stage of the audit, an auditor shoulkhabtained evidence whether or not
the company has adhered to laws and regulatioastanf it. Reference should be made
to minutes, lawyers’ letters, etc to determine patential area of concern. If instances
are noted which may have a material impact on thoditathese should be
communicated to management. Furthermore, laws agdlations were not being
referred to in the letter of representation.
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e ISA 260 — Communication of Audit Matters with ThGsarged with Governance
This standard requires that the auditor of anystibuld communicate audit matters to
those charged with governance either formally tgho@ management letter or else
orally. If communication is made orally, the aodishould document any responses
received from management on one’s working papers.

During the course of the QAU’s visits, it was notih@t in a number of instances a
management letter was not issued, furthermore @dfinohe auditor would indicate that
the audit issues had been discussed, no minutes kept on file evidencing this

discussion and the responses received.

e ISA 560 — Subsequent Events
It was noted during the course of the visits cdroat, that in a number of instances the
auditor had not documented his/her consideratiosulifsequent events. This is an
important consideration as subsequent events ngmjfisantly impact the financial
statements auditor’s report.

 ISA 570 - Going Concern
On a number of visits carried out, it was noted #rmassessment of going concern was
not made based on the audit evidence obtained gitine@ course of the audit. The
auditor should determine if, in the auditor's judgrh a material uncertainty exists
related to events or conditions that alone or igregate, may cast significant doubt on
the entity’s ability to continue as a going concern

Furthermore, if an audit report modification isw@gd, the auditor should document his
considerations in this regard.

Statutory/IFRS Compliance

Based on audit files reviewed during the year,@#dJ) has noted a number of deficiencies in
the form and content of the financial statemeisparticular to:

« The contents of the Directors Report;
* Presentation of the financial statements; and
* Omission of a number of accounting policies anesot

In many instances this was due to the fact thau@nio date IFRS Disclosure Checklist or
lllustrative set of financial statements were neinly used.

In addition, although the Directors’ Report is tlesponsibility of the company’s directors, ISA

720 (Other information in documents containing tedlifinancial statements) requires that the
auditor should read the other information to idignthaterial inconsistencies with the financial

statements. The Directors’ Report should also rtteetrequirements of the Sixth Schedule of
the Companies Act.

Audit Report
The audit report section of the QAOC report dedth Wreaches noted in respect to ISA 700 —

Independent Auditor's Report and ISA 701 — Modificas to the Independent Auditor's
Report. The main breaches noted in this area, lyjna@sulted from the fact that out of date
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wording was being used. Furthermore, the reportling often departed from that used in ISA
700 and 701.

Quality Control

During the year, it was noted that a significantmber of practitioners and firms had
documented policies and procedures in accordante thve requirements found in 1SQC 1.
However, as in past years, the main weaknessed hgtethe QAU reviewers in regard to the
documentation and implementation of this documegrevin two main areas:
« the setting of criteria for engagement quality conteviews; and
» the carrying out of cold file reviews. It was ndbt¢hat a significant number of
practitioners had either not carried out cold fad@iews or had failed to document the
findings of such reviews. The QAU noted that fowge practitioners who did carry out
cold file reviews, the majority of these reviewsrevearried out by external reviewers.

Whole Firm Matters

The main breach noted in this area was in rega@btainued Professional Education (CPE). A
number of practitioners did not comply with the mom required CPE activities as set out in

Directive 1 of the Accountancy Profession Act. SThesulted in confirmations being sought to
ensure that in the coming year any CPE deficienooded would be rectified. In a number of

reports issued by the QAOC, the underlying causéhi® weaknesses identified were a result of
the fact that practitioners had not maintained acminpetence.

5.5. PLANS FOR 2010
In 2010, the QAOC in collaboration with the QAU aitto achieve the following:

» the QAU is to conclude its first visit cycle of dial visits. Thus all remaining
practitioners, who have not yet undergone a wiglt,be scheduled. It is envisaged that
this involves the following visits:

o0 1 Big 4 audit firm;

1 3-4 partner firm;

3 2 partner firms;

13 full-time sole practitioners; and

34 part-time sole practitioners.

O O 0O

e updating the forms required to be filled in by dymactitioners visited
e attend training in Belfast, Northern Ireland

» attend Clarified ISA training

e training of new QAU recruit

* IFIAR inspection workshop in February 2010
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LEGISLATIVE CLARIFICATIONS SUB-COMMITTEE
6.1.COMPOSITION

Subsequent to amendments being made to the Acecuynfarofession Act, its Regulations and
Directives, a sub-committee was set up whose mainnas to clarify and potentially amend certain
grey areas identified in the Accountancy Profesghaty its Regulations and Directives. This sub-
committee was made up of the following members:

Chairman
Mr. Bernard Scicluna FCCA, FIA, AMIT, CPA

Members

Mr. Marcel P. Coppini FCCA, FIA, CPA;

Ms. Angele Grech BA(Hons) Accty., CPA;

Ms. Karen Sultana B. Accty (Hons), MIA, CPA; and
Mr. Anthony Zarb FCCA, FIA, CPA, MBA(Warwick)

Left to right:

Ms. Angele Grech,
Ms. Karen Sultana,
Mr. Bernard Scicluna,
Mr. Tonio Zarb

Not in attendance:
Mr. Marcel Coppini

6.2.FREQUENCY OF MEETINGS

Throughout the year, the Legislative Clarificati@gh-Committee held four meetings.

6.3. SUMMARY OF ACTIVITIES CARRIED OUT DURING 2009

During the year, the Clarifications Sub-Committéscdssed amongst others the following subjects:

* The difference between the definition ‘affiliateich‘connected undertaking’;
* The definition of ‘principal’;

* Professional indemnity insurance requirements; and

e Services which can only be performed by a warraideér.

Based on these discussions, two documents werangakp The first, ‘Clarification of the definiticof
principal and the legal requirements for profesaidndemnity insurance and the quality assurance
regulatory fee’ can be downloaded from the AccomcyaBoard website. The second entitled
‘Corporate entities and individuals providing acating services’ was issued during 2010.
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6.4. PLANS FOR 2010

During the early part of 2010, Mr. Bernard Sciclupeesented to the Board a number of
recommendations based on the discussions heldgdthim legislative clarifications sub-committee

meetings. On approval, the amendments proposédevipbassed onto the Board’s legal advisors so
that the necessary amendments can be made tdehtedflegislation.

Furthermore, as a number of amendments are to le moathe Accountancy Profession Act, its
Regulations and Directives to bring the Accountampfession in line with the EU Directives
regulating internal markets and professional gigalifons the Sub-Committee will continue analysing
local legislation to determine if further clarifitens or amendments are necessary. Based on this
analysis, suggestions will be made to the Boardronngoing basis.
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INVESTIGATION COMMITTEE
7.1.COMPOSITION

This Committee is made up of three members andrimdd on an ad hoc basis. During 2009, two
such committees were formed as follows:

Members of First Committee

Dr. Bernice Buttigieg LL.D, B.A., M. Jur (EU & Compaw);
Ms. Angele Grech BA(Hons) Accty., CPA; and

Mr. John Zarb FCCA, CPA, FIA

Members of Second Committee

Dr. Bernice Buttigieg LL.D, B.A., M. Jur (EU & Compaw);

Mr. Simon Flynn FCCA, BA(Hons)Accty., FIA, CPA; and

Ms. Elvia George BA(Hons) Accty., FIA, CPA

7.2.FREQUENCY OF MEETINGS

Throughout the year, the Investigation Committeld h&o meetings.

7.3. SUMMARY OF ACTIVITIES CARRIED OUT DURING 2009

During the year, the Committee met twice to disctwee separate complaints lodged with the
Accountancy Board. One complaint was resolved,Istvtihe other was being addressed by the
Committee. None of these complaints were refeiwatie Disciplinary Committee.

7.4. PLANS FOR 2010

In the coming year, should the need arise, the éatamcy Board will appoint on an ‘ad hoc’ basis

Committees to investigate complaints received by Board before these are referred to the
Disciplinary Committee.
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PROFILE OF THE AUDIT & ACCOUNTING PROFESSION

In line with the functions entrusted to the Boatte Board has considered a number of applications
for the issue of warrants and practising certificat

8.1. FIRMS

Through the transposition of the EU Statutory Auiitective, audit firms may now be structured in a
manner such that the liability of its owners isedity or indirectly limited and no longer are résed

to forming civil partnerships. During the coursktlois year, the Board had received a number of
information requests in this regard. By year dmd new audit firms had registered with the Board,
one of these firms was set up as a limited ligbd@mpany on the #5December 2009.

Furthermore, the Board identified that due to wasiceasons, a number of registered firms were made
up of a single individual. These amounted to Jatal. Through the course of 2009, the Board
decided to reclassify these ‘firms’ from the lidt foms as their present status no longer met the
criteria of a firm. The Board had agreed that ¢hieslividuals would appear on the list of statutory
auditors including reference to the trade name #reypractising under and which was registered with
the Board. Thus at the end of the year, the Bbadia total of 34 registered firms.

Graph 8.1 depicts the number of firms with 2 priad$, 3-4 principals and 5 or more principals.
From the graph, one can note that the majorityrofd are made up of 2 principals.

Graph 8.1

Firms Registered with the Accountancy Board

12%0

@ 2 Principals

| 3-4 Principals
26%0

62% 0O 5 or More Principals

8.2. WARRANT HOLDERS AND HOLDERS OF A PRACTISING CERTIFICATE IN
AUDITING

Throughout the year, a number of applications wereeived for both warrants and practising
certificates in auditing. The Board, as per thgunements of the EU Statutory Audit Directive,
which were transposed, has revised its evaluatideria for practising certificate applications
received.

The Board also handled requests from auditors fotimer member states to practise in Malta. To
date, no statutory auditors from other member stiaéel been registered in Malta.

At year end, the Board regulated 686 warrant hslderd 909 holders of a practising certificate in
auditing. During 2009, the Accountancy Board apptb102 warrants and 63 practising certificates
in auditing to 128 individuals during 2 ceremoniese held in July and the other in December.

Based on the declarations made in the 2008 AnnetlrRs, Graphs 8.2 and 8.3 illustrate warrant
holders and holders of practising certificates eyplent status analysed by work sector.
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Graph 8.2
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Graph 8.3
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In regard to CPA warrant holders, there are 16tk sole practitioners and 21 part-time sole
practitioners. In addition, in regard to practigitertificate holders in total there are 77 fulhé sole
practitioners and 116 part-time sole practitionelrs.Graph 8.4 below, it can be noted that therg ha
been a slight decrease in the number of part tiohe gractitioners holding a practising certificate
when compared with the prior year.

Graph 8.4
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Furthermore, practising certificate holders fallisgbject to Quality Assurance Reviews can be
analyzed as follows: 69 full-time sole practitiosie®7 part-time sole practitioners; and 34 firms.
Firms including sole practitioners subject to a @PuaAssurance Review have decreased from the
prior year as follows:

Graph 8.5
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From the annual returns submitted, it was notetd 168 of warrant and practising certificate holders
have encountered difficulties in fulfilling theiroGtinued Professional Education (CPE) requirement.
Although this is slightly less than the prior ydais level is of serious concern to the professi@ver

the coming years, particular emphasis will be plage this area. To achieve this aim, the

Accountancy Board has entrusted the monitoringE @ the Malta Institute of Accountants.

It is of importance to note that the above inforiorais based on data compiled from the 2008 Annual
Returns submitted and that in some instances rharedne work category was selected. Additionally,
the other category includes individuals employethiniGovernment, working in education and others
who are not in employment.
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