THE LIMDI URBAN CO-OPERATIVE BANK LTD.,LIMDI

RESOLUTION No:   8/4                                                                            Date: 16-12-2023                                              
AUDIT POLICY

The Audit Policy is prepared to adhere to RBI guidelines updated in Master Circular DCBR. CO. BPD. (PCB). MC. No. 3/12.05.001/2015-16 dated July 1, 2015 and latest instructions thereafter from time to time
1. OBJECTIVE 

· The Board of Directors has the prime responsibility for the adequacy and effectiveness of the Bank’s internal control and quality of the performance in compliance with prescribed safety and soundness guidelines of the banking industry. To fulfill this responsibility, the Board of Directors has appointed an Audit Committee to assist the Board of Directors in fulfilling their responsibilities for accounting policies, financial reporting and systems of internal control of the Bank.
· The bank has Audit functions for independently evaluating the adequacy of all internal controls and ensuring operating and business units adhere to internal processes and procedures as well as to regulatory and legal requirements. The audit function also proactively recommends improvements in operational processes and service quality. To ensure independence, the reporting is to be done to the Board of Directors and the Audit Committee of the Board. To mitigate operational risks, the Bank has put in place extensive internal controls including restricted access to the Bank’s computer systems. The Audit Committee of the Board also reviews the performance of the Audit functions and reviews the effectiveness of controls and compliance with regulatory guidelines.
2. AUDIT MISSION STATEMENT 

· The mission of the audit function is three fold: 1) to ensure to comply with RBI guidelines, Co-operatives Acts, any relevant current laws, regulations, circulars/guidelines issued by the bank and best practices: 2) to ensure that procedures include internal controls which are sufficient to mitigate undesirable risks: 3) and, through monitoring, ensure Bank’s Audit Policy and related procedures are followed consistently.

3. PERFORMANCE AND REVIEW PROCESS 
· 
The Board of Directors will review the effectiveness of the Audit Policy and take necessary measures to correct the lacunae in the system whenever warranted. The Policy is to be read in conjunction with related operational guidelines issued from time to time.  
4. AUDIT COMMITTEE 

· The Audit Committee of the Bank is a Standing Committee of the Board of Directors that has established comprehensive Audit Charter setting forth the roles and responsibilities regarding internal controls and financial reporting, compliance with laws and regulations, internal audit, external audit, and meetings and reporting.
· The Audit Committee of the Board (ACB) will review the implementation of the guidelines issued by RBI and submit a note thereon, to the Board at quarterly basis.

· ACB will provide direction and oversee the operations of the total audit function in the bank. The total audit function will imply the organization, operationzlisation and quality control of internal audit and compliance within the bank and follow-up on the statutory audit of the bank and inspection of the Reserve Bank of India.

· ACB will review the internal audit and compliance function in the bank-the system, its quality and effectiveness in terms of follow up. It will review the follow up action on the internal audit reports, particularly of “Unsatisfactory”. ACB will also specially focus on the follow up on:
· Suspense Accounts.

· Clearing Adjustment Accounts.

· Statutory Requirements.

· Systems and Procedures.

· Un-reconciled long outstanding entries in inter-bank accounts.

· Arrears in balancing of books.
· Frauds.

· All other major areas of housekeeping.

· Compliance with the Statutory Audit Reports/Concurrent Audit Reports/RBI inspection reports.

· Omission on the part of internal inspecting officials to detect serious irregularities will be viewed seriously.

· Periodical review of the accounting policies/systems in the bank with a view to ensuring greater transparency in the bank’s accounts and adequacy of accounting controls.

5. COMPOSITION, ORGANIZATION AND DELEGATION OF AUTHORITY

· Board of Directors has decided to include a Professional Director, Other three Directors (Except Chairman & Vice Chairman)  CEO-in-Charge from management side to form an Audit Committee.

· Board of Directors and Audit Committee has decided to do Concurrent Audit through external auditor but Internal Audit will be in house only.
· Board of Directors delegate powers to Audit committee to appoint external auditor and give report to Audit Committee.
6. SCOPE OF AUDIT
· ACB has decided that all have to be covered under Concurrent Audit System 
· ACB has also decided that Concurrent Audit Report will be prepared in English/Gujarati. 
· Credit Portfolio Audit and Investment Portfolio Audit Report has become part of Concurrent Audit/Internal Audit Report.
· Thorough examination of the internal control system obtaining at the branch including the various periodical control returns submitted to the head office. 
· The concurrent audit report/internal audit report will specifically comment, on the position of irregularities pointed out in the inspection report of Reserve Bank of India. The audit officials will also critically analyze and make in-depth study of the corruption/fraud prone areas such as appraisal of credit proposals, balancing of books, settlement of clearing transactions, suspense accounts, premises and stationery accounts during the course of audit leaving no scope for any malpractices/irregularities remaining undetected.
· The internal auditor will scrutinize the suspense account during inspection/visit and give specific instructions for early reversal of entries. 
· The bank will ensure that the system evolved for recording the details of off-balance sheet transactions are properly followed. These records will be periodically balanced and internal auditors will verify the same and offer critical comments.

· Proper inventory of dead stock articles, stationary will be maintained and subjected to surprise check at periodical intervals by the officials of the bank as also internal auditors.

7. TYPES OF AUDITS TO BE COVERED

· Concurrent Audit (It will also cover other Audits in his report e.g. KYC Audit, Investment Portfolio Audit, Credit Portfolio Audit, Revenue Audit, Stock Verification etc )

· Internal Audit

· Audit for Electronic Data Processing (EDP) / Information System Audit (ISA)
8. REPORTING SYSTEM
· The concurrent auditors will report the minor irregularities, wrong calculations etc. to the CEO/Manager for an on-the-spot rectification and reporting compliance.

· If these irregularities are not rectified within a reasonable period of time, these may be reported to the head office. If the auditor observes any serious irregularities, these will be straight away reported to Head Office immediately. The auditor will have to lay emphasis on the propriety aspect of the audit. The bank will prepare appropriate system of follow-up of the reports of the concurrent auditors. The bank will draw a system of annual review of the working of concurrent audit.  
· The entire system of audit, inspection and their follow-up is properly documented and the performance of the integrated audit system is reviewed from time to time.
9. AUDIT (S) PROCEDURE

· As a matter of prudence and various statutory compliances, the bank has, for the purpose of various audits, formed audit committee, appointed auditors and from time to time, put before the Board, the reports obtained from various auditors.

· Broadly, the bank has audits such as:

· Statutory Audit

· Concurrent Audit (KYC Audit, Investment Portfolio Audit, Credit portfolio Audit, Revenue Audit, Stock Statements Verification etc)
· Internal Audit

· EDP/ISA Audit
· STATUTORY AUDIT

· Every year, Bank will appoint the Statutory Auditor with the prior approval of Reserve Bank of India.

· Accordingly, the Statutory Auditor carries out his duties and work on quarterly basis.

· After the completion of the Audit, which includes visit of head office, the Statutory Auditor prepares and submits his report along with the queries.

· During the audit procedure itself, few points are discussed by the auditor with the management / CEO-in-Charge etc, as the case may be, and solves the issues on the spot.

· Thereafter, the Statutory Auditor submits the copies of the Statutory Audit Report.

· Thereafter, a copy of the Bank is sent to the Audit Committee, and the same is put before the Board in the Board Meeting.

· The officers of the bank thereafter take necessary steps for the compliance of the query raised during the audit and in the audit report.
· CONCURRENT AUDIT

· Every year, the Board appoints the Concurrent Auditor(s) for the Bank.

· Accordingly, the Concurrent Auditor carries out his / their duties and work on monthly basis.

· The concurrent audit is carried out by Practicing Chartered Accountant. 

· All statutory compliances regarding investment portfolio audit report and submitting a copy to the RBI are fulfilled.
· All Certificate to be issued certifying that all the dealing in securities by the  Bank were in a manner beneficial to the Bank. 

· After the completion of the Audit, which includes visit of head office, the Concurrent Auditor prepares and submits his report along with the queries and observations.

· During the audit procedure itself, few points are discussed by the auditor with the management / CEO-Manager and solves the issues on the spot. 
· The officers of the bank thereafter take necessary steps for the compliance of the query raised during the audit and in the audit report.

· Thereafter, a copy of the Report is sent to the Audit Committee and the same is put before the Board in the Board Meeting.
· The Prescribed timelines for submission of compliance will be 30 days.
· INTERNAL AUDIT

· Every year, the Audit Committee will engage suitable employees of the bank for the purpose of the Internal Audit.

· Accordingly, the Internal Auditors carries out his / their duties and work on half yearly basis.

· For the purpose of internal audit, existing employees / retired employees are given the task for the audit. They all carry out cross verification taking into consideration various aspects and scope to be covered under internal audit.

· During the audit procedure itself, few points are discussed by the auditor with the management / CEO-in-Charge etc, as the case may be, and solves the issues on the spot.

· Thereafter, a copy of the Bank is sent to the Audit Committee and the same is put before the Board in the Board Meeting.

· The officers of the bank thereafter take necessary steps for the compliance of the query raised during the audit and in the audit report.

· Retired bankers having experience of more than 10 years. First preference will be given to Retired Bank’s own employees on the basis of his past performance.
· The Prescribed timelines for submission of compliance will be 30 days.
· Audit for Electronic Data Processing (EDP) / Information System Audit (ISA)
· To carry out EDP/ISA audit in bank having computerized operations by Qualified Auditors. The overall control and supervision of these EDP/ISA Audit will be vested in the Audit Committees. Duties of system programmer/designer will not be assigned to persons operating the system and there will be separate persons dedicated to system programming/design.

· Duties of system programmer/designer will not be assigned to persons operating the system and there will be separate persons dedicated to system programming/design. Systems person would only make modifications/improvements to programs and the operating persons would only use such programs without having the right to make any modifications.

· Major factors which lead to security violations in computers include inadequate or incomplete system design, programming errors, weak or inadequate logical access controls, absent or poorly designed procedural controls.

· EDP/ISA auditors will verify compliance regarding system development methodology, programming and documentation standards to be followed by the bank.

· EDP/ISA auditors would put such contingency plan/procedures under test during the audit for evaluating the effectiveness of such plans.

· Entire domain of EDP/ISA activities (from policy to implementation) will be brought under scrutiny of Audit Department. 

· Audit Department will verify such changes from the view point of control and for its implementation in order to maintain uniformity.

· Information System Audit (ISA) will be done by DISA/ISA holder as per RBI guidelines. 
This Policy will be reviewed as and when felt necessary by the Board.


For, THE LIMDI URBAN CO-OPERATIVE BANK LTD.




CHIEF EXECUTIVE OFFICER      MANAGING DIRECTOR     CHAIRMAN
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