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Legislation Update

Following the consultation period for the Treasury's paper “GB
co-operative and credit union legislation”, the Economic Secretary to
the Treasury has announced that they will issue a consultation paper
on legislative reforms in December. The Treasury will be making an
order under the Electronic Communication Act 2000 to permit Credit
Unions to communicate with their members and the authorities
electronically. She also announced that they will work with the FSA
to see what can be done to include tenants and employees of
housing associations within the common bond of existing Credit
Unions. Future issues of Credit Union Technical Update will provide

updates on the progress of any new Credit Union legislation.

Management Information Guide

The FSA have issued their Management Information Guide and Self
Assessment Tool for Credit Unions. The Guide discusses what
Management Information is and what Credit Unions require in terms
of Management Information. The guide also sets out what the FSA
expect from Credit Unions in relation to Management Information.
The Self Assessment Tool is designed to act as a prompt to help
Credit Unions think about what Management Information they might
want to collect and analyse. A link to the paper is contained on our
website at www.alexandersloan.co.uk/credit.htm
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NEWSLETTER

If there are any issues that you wish to see included in
future issues of this newsletter or if you would like an
electronic version of this newsletter in future please
e-mail us at the following address:

creditunion@alexandersloan.co.uk

- 30 SEPTEMBER 2007

End of Credit Union’s financial year

- 30 APRIL 2008

Deadline for submission of the Annual

Return and Audited Accounts to the FSA

- 1JULY 2008

Deadline for payment of Corporation Tax for

the year ended 30/9/07.

- 30 SEPTEMBER 2008

Deadline for submission of the Corporation
tax return for the year ended 30/9/07 to HM

Revenue & Customs.
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In previous issues of this newsletter we set out the main components of the internal audit process. The
next few issues will feature a range of articles discussing each of these areas in greater detail, starting
with Terms of Reference and Risk Assessment.

It is important that the Supervisory Committee have written terms of reference in place setting out their
objectives and powers in order to allow them to carry out their role effectively.

The terms of reference should be produced by the Board of Directors and given to the Supervisory
Committee. The Terms should cover areas such as:

1. Structure of the Committee-This should cover the following areas:
0 Number of members

0 Role of members— Chairperson, etc and how they are appointed

2. Responsibilities/Objectives of the Supervisory Committee— This should set out what the purpose of the
Supervisory Committee is and what their objectives are. The role will vary depending on whether the
Supervisory Committee is carrying out all the internal audit work themselves or whether they use an
internal auditor and their role is in supervision and review of the internal auditor’s work.

3. Powers of the Supervisory Committee- For the committee to be effective, responsibility and authority
must be linked and therefore the supervisory committee will require appropriate powers in able to allow
them to carry out their role effectively. These powers may include:

0 Access to Board papers and records of the Credit Union
o0 Ability to attend Board meetings

o Power to suspend officers of the Credit Union

4. Procedures for the Committee— It is important that procedures are set
out clearly to ensure all members know what they are doing and that
nothing is missed from the running of the Committee. Procedures will
include:

o0 How often the committee will meet
o0 How often they will report to the Board of Directors

o0 Who is responsible for setting agendas and distributing them
before meetings

0 Who takes minutes and prepares reports.

5. Budget- If the Supervisory Committee has a budget then this should be documented in the terms of
reference. The budget may cover items such as training, expenses and for larger credit unions costs of
using an internal auditor.
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Risks are those events which may impact adversely on the ability
of the Credit Union to achieve its goals. Risk assessments should
be carried out on all risks. This should not be done in isolation but
in association with the management of the organisation. The risk
assessment can then be used as part of the Audit Needs
Assessment which will form the basis of the internal audit work.

A common method of carrying out the Risk Assessment is to

measure separately the impact that the particular risk would have if

it occurred and the likelihood of the risk occurring. It is common to

group the risks in bands of, say, high, medium and low risks for the

purpose of producing an audit needs assessment. Risk assessments should separately take into account
the:

1 inherent risks associated with the process or activity

2 residual risks following the application of controls.

One of the major risks facing all Credit Unions is the failure of an internal control. It is one of the
purposes of Internal Audit is to ensure that the controls which a Credit Union thinks it has are actually
there and are working. The existence of appropriate and effective internal controls in themselves serve to
lower risk.

Credit Unions offering new services such as the Current Account should

revisit their Risk Assessment. As with any new service there are risks attached

which require internal controls. These controls should be evaluated and the

potential impact and likelihood of failure of these controls examined. If the
internal audit work of the credit union does not cover these risks then the credit union is exposing itself to
greater risk. The Supervisory Committee/Internal Auditor should have appropriate training and experience
of the system to ensure that they are in a position to properly evaluate the risks involved.

For more information regarding any of the issues raised please contact Andy McBean
(amcb@alexandersloan.co.uk)

TRAINING COURSE

Alexander Sloan offer a range of training courses specifically for Credit Unions. Courses
can be tailored to the individual needs of that Credit Union. Recent courses for Credit
Unions include:

Accrual Accounting

Internal Audit

Introduction to Credit Union Accounts
FSA Returns

For more information on the entire range of courses that we offer please e-mail Steven Cunningham
(sc@alexandersloan.co.uk) or phone (0141) 354 0354.




Contact Details:

If you would like any further information on any of our
services or anything covered in this leaflet please
contact Steven Cunningham
(sc@alexandersloan.co.uk):

Phone: (0141) 354 0354
Fax: (0141) 354 0355

Website: www.alexandersloan.co.uk/credit.htm

Glasgow Office
144 West George Street, Glasgow, G2 2HG

Edinburgh Office
1 Atholl Place, Edinburgh, EH3 8HP

ABOUT ALEXANDER SLOAN

We are authorised by The Institute of Chartered
Accountants of Scotland to carry on audit work and have
offices in Glasgow and Edinburgh.

We provide external audit services for a range of both
employment and community based credit unions including
four of the largest in the country. In addition we provide
internal audit services for 27 not for profit organisations
including 3 credit unions.

We provide a range of services for credit unions including:-

External Audit
Internal Audit
System advice/internal audit for banking services

Developing internal audit programmes for use by the
Supervisory committee

Training for Board and Committee Members
Annual Return Completion

Business Plans

Partners: Andrew M. McBean BAcc. C.A., Arnold J.S. Black B.A. C.A., Ewen M. Scott LL.B. C.A., Isobel W. Gray M.A. C.A. F.C.C.A,, Alan S. Cunningham B.A. C.A,,
Mark Mulholland FCCA.
Associates: Steven Cunningham B.A.(Hons) C.A., Philip Morrice, Allison Devine B.Sc. C.A.

Registered to carry out audit work by The Institute of Chartered Accountants of Scotland.

This newsletter is for guidance only, and professional advice should be obtained before acting on any information contained herein. Alexander Sloan, Chartered Accountants can
not accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents of this publication.



