RUGBY CREDIT UNION

POLICY DOCUMENT 6

Audit

1 INTERNAL AUDIT PROCEDURE

1.1 SUPERVISORY COMMITTEE

The Supervisory Committee is in effect the internal auditors.  Their role and their duties are described in paragraph 1.3.2

1.2 SUPERVISORY COMMITTEE RESPONSIBILITIES

It is the responsibility of the Supervisory Committee to safeguard the assets of the Credit Union by ensuring that it is run according to the law and the rules of the Credit Union and that effective procedures and controls are in operation.  They are also responsible for verifying the separation of functions within the Credit Union.

1.3 TASKS

The Supervisory Committee makes independent checks on all aspects of accounting procedures ensuring that volunteers and officers are completing the documentation correctly.  Audit checks will include the following.

· Examining and verifying member accounts, passbook checks and noting closing withdrawals and loans to officers.

· Checking and verifying the Quarterly Return submitted to the Financial Services Authority and ensuring that the fidelity bond is in place.

· Carrying out an independent bank reconciliation and holding an independent membership list. 
1.3.1 The Supervisory Committee is responsible for using a structured monitoring and internal audit plan to ensure that all credit union business is properly carried out.

1.3.2 The Supervisory Committee shall consist of three or more adult members of the credit union, elected at the AGM and shall all be Approved Persons. They shall not be members of the Board or any other committee, be employed by the credit union or act as a collector. They cannot sign Credit Union cheques or amend members records or accounts. The members will use a ballot to elect them at the AGM.
1.3.3
The term of office is three years and one member resigns each year, but is eligible for re-election.
1.3.4
Any casual vacancy will be filled within one month by the remaining members of the Supervisory Committee appointing a replacement from the eligible members of the credit union.  The appointee will serve for the remainder of the unexpired term of the person who is being replaced.

1.3.5
The Supervisory Committee shall choose from its members a Chairperson and Secretary.  The Secretary shall prepare and have custody of complete records of all actions taken by the Supervisory Committee.

1.3.6.
Specific responsibilities of the Supervisory Committee include:
· Ensuring that once every quarter an examination is made of the books, records, papers and accounts of the credit union, including an inspection of securities, cash accounts, documents and records relating to loans.  A written report will be made to the Board at least once every quarter.

· Make, or cause to be made, a verification of a significant proportion of the Pass books or other documents or statements of accounts of members with the appropriate records of the credit union.  The committee shall make and retain a record of this verification.

· Check whether all the actions and decisions of the officers relating to the affairs of the credit union are in accordance with AICU Rules and the law.

· Report in writing the results of its examinations to the AGM or whenever it thinks fit to a Special General Meeting.

· Report to the AGM the attendance of all officers at all regular Board and Committee meetings during the preceding year.

· Complete such returns and reports that may from time to time be necessary.

· Keep minutes of its meetings.

· Immediately after an election is completed, destroy the ballot papers.

1.4
RIGHTS AND RESPOSIBILITIES OF THE SUPERVISORY COMMITTEE
The Supervisory Committee members have the right to attend and speak at any credit union meeting while carrying out their duties.  Notice of all meetings shall be given to the Supervisory Committee. 
Members of the Supervisory Committee will be given access to any credit union activity or information at any time and will always act with discretion and tact.

If the Supervisory Committee believe that an Officer of the credit union, the Board, or a member of the Supervisory Committee is guilty of persistent breach of the law in relation to the credit union, AICU Rules or policies and procedures. They may:
· Suspend an Officer

· Create an opportunity to discuss whether an Officer should be suspended

· Give an opportunity for an Officer to contest the suspension

· Confirm or rescind the suspension either at a board or Special General Meeting.

All information regarding the business of the credit union and its members must be treated as confidential and must not be discussed outside the Supervisory Committee meetings or meetings of the Board of Directors.
2
INTERNAL AUDIT SCHEDULE

The Supervisory Committee will prepare a confidential schedule of work for checking the operational practices and procedures of the credit union, to the following outline:

2.1
On an annual basis, confirm the credit union’s insurance position and ensure that all appropriate insurances are in place and displayed as necessary.

2.2
On a quarterly basis, check all bank accounts against payment and withdrawal documents.  A random selection of collection sheets should be audited. Check the FSA Checklist of Ratio’s are met and report to the Board of Directors.

2.3
Each month one twelfth of the total membership account should be audited.

2.4
A report on the result of these audits should be made to each Board meeting.

N.B. The Supervisory Committee may delegate these tasks but not their responsibility to ensure their completion.

2.5
REPORTING

Supervisory Committee will report to the Board of Directors each month and to the members at the AGM

3
EXTERNAL AUDITOR

In accordance with Rule 118 of the Rules, the Directors appoint an auditor.  The auditor is a qualified accountant with an auditors practising certificate.  The annual audit will take place every year between the 1st October and the end of March.  The auditor will have the full co-operation of officers of the Credit Union and access to records and other information in accordance with Rules 119 and 127(2).

4
FINANCIAL RISK

4.1
The credit union will minimise potential risk from theft by:

4.1.1
    Holding all collections in secure areas with controlled entry

4.1.2
Double-checking all cash on receipt

4.1.3   Signing off all cash records

4.1.4
    Banking all cash at the earliest opportunity and within one working day

4.1.5
    Varying the routes taken and times of making bank deposits or cash collections

4.2
 The credit union will minimise potential risk from fraud by:

4.2.1  
Keeping a paid-up fidelity bond insurance in place

4.2.2  
Ensuring all persons handling cash and with access to accounts are Approved Persons, or are supervised by Approved Persons

4.3
 The credit union will minimise potential risk from loan delinquency by:

4.3.1
 Ensuring full information is obtained by the Credit Committee to allow proper consideration of loan applications

4.3.2
 Appointing a Delinquency Officer, who will ensure that arrears management processes are robustly followed

4.4
The credit union will minimise potential risk from large exposures by ensuring no loan is made that is greater than 10% of reserves

4.5

The credit union will minimise potential risk from unsafe investments by:

4.5.1
 Ensuring any investments are made using Sterling, with written guarantees of repayment

4.6

The credit union will minimise potential risk from a break in business continuity by:

a. Holding copies of all records, both paper and electronic, at a safe location, separate from the registered office, and known to at least four officers.

b.  Having adequate insurance.

