board resolution for authorised signatory
bank account

Board resolution for authorised signatory bank account is a critical document that formalizes
the authority to operate a bank account on behalf of a company or organization. This resolution is
essential for establishing who has the power to make financial decisions, sign cheques, and conduct
transactions. Whether you are a small business, a non-profit organization, or a corporation,
understanding the nuances of a board resolution is imperative for maintaining financial transparency
and compliance.

Understanding Board Resolutions

A board resolution is a formal document that records decisions made by a company's board of
directors. These resolutions are vital for various actions, including appointing officers, approving
budgets, or, as in this case, authorizing signatories for bank accounts. A board resolution serves as a
legal record of the board's decisions and may be required by banks to verify who has the authority to
access and manage the organization's funds.

Importance of a Board Resolution for Authorised
Signatory Bank Account

The board resolution for an authorized signatory bank account is significant for several reasons:

1. Establishes Authority

A board resolution clearly defines who is authorized to act on behalf of the organization concerning its
bank accounts. This helps prevent unauthorized transactions and provides a clear line of
accountability.

2. Facilitates Banking Transactions

Banks require formal documentation to ensure that they are dealing with legitimate representatives
of the organization. A board resolution simplifies the account opening process and other banking
procedures.

3. Enhances Financial Governance

Having a documented process for authorizing signatories contributes to better financial governance
within an organization. It ensures that multiple parties are involved in financial decisions, reducing the
risk of fraud.



4. Legal Compliance

Many jurisdictions require a formal resolution to comply with legal standards. This documentation can
protect the organization in the event of disputes or audits.

Components of a Board Resolution for Authorised
Signatory Bank Account

When drafting a board resolution, certain key components should be included to ensure it is
comprehensive and legally binding.

1. Title

The title should clearly indicate that the document is a board resolution regarding authorized
signatories for a bank account.

2. Date and Location

Include the date when the resolution was passed and the location of the board meeting.

3. Preamble

A brief preamble should explain the purpose of the resolution and the necessity for authorizing
specific individuals.

4. Authority Statement

This section should explicitly state the authority granted to the individuals named in the resolution.
For example, it may say, "The following individuals are hereby authorized to act on behalf of the
organization in all matters related to the bank account.”

5. List of Authorized Signatories

Clearly list the names and titles of individuals authorized to access the bank account. This may
include:

* President/CEO

e Treasurer/CFO

e Secretary

e Other designated officers



6. Scope of Authority

Define the scope of authority for the signatories, including the types of transactions they can perform,
such as signing cheques, making transfers, or accessing online banking.

7. Duration of Authorization

State whether the authorization is permanent or subject to regular review.

8. Signatures

The resolution should be signed by the board members present, along with their titles and the date of
signing.

Steps to Create a Board Resolution for Authorised
Signatory Bank Account

Creating a board resolution is a straightforward process, but it requires careful attention to detail.
Here's a step-by-step guide to drafting an effective board resolution:

Step 1: Schedule a Board Meeting

Organize a meeting with the board of directors to discuss the need for authorized signatories.

Step 2: Prepare the Draft Resolution

Draft the board resolution, including all essential components mentioned above.

Step 3: Review and Amend

Share the draft with board members for their input. Make necessary amendments based on feedback.

Step 4: Vote on the Resolution

During the board meeting, present the resolution for discussion and vote. Ensure a quorum is present
for the vote to be valid.

Step 5: Document the Meeting Minutes

Record the meeting minutes, including the names of members present, the details of the discussion,



and the outcome of the vote.

Step 6: Finalize the Resolution

Once approved, finalize the resolution. Ensure it is signed by the appropriate board members.

Step 7: Submit to the Bank

Provide a copy of the signed board resolution to the bank to set up the authorized signatories on the
account.

Common Mistakes to Avoid

When drafting a board resolution for an authorized signatory bank account, avoid the following
common mistakes:

Vagueness: Ensure the resolution clearly identifies the scope of authority for each signatory.

Incomplete Information: Avoid omitting critical details, such as the names of authorized
individuals or the date of the resolution.

Lack of Signatures: Ensure all necessary parties sign the resolution to validate it.

Failure to Review: Regularly review and update the resolution as needed to reflect changes in
personnel or organizational structure.

Conclusion

A board resolution for authorised signatory bank account is not just a formality; it is an
essential document that establishes trust and accountability within an organization. By following the
proper procedures to create a resolution and ensuring that it is detailed and clear, organizations can
enhance their financial governance and protect themselves from potential disputes. Always consult
with legal or financial advisors to ensure compliance with local laws and regulations. Proper
documentation and adherence to best practices can lead to smoother banking operations and
improved organizational integrity.

Frequently Asked Questions



What is a board resolution for an authorized signatory in
relation to a bank account?

A board resolution for an authorized signatory is a formal document passed by a company's board of
directors, designating specific individuals who are authorized to operate the company's bank
accounts, make transactions, and sign checks on behalf of the company.

Why is a board resolution necessary for an authorized
signatory?

A board resolution is necessary to provide legal authority for individuals to act on behalf of the
company in financial matters. It serves to protect the company by clearly defining who has the power
to manage its funds and ensures accountability.

What key elements should be included in a board resolution
for an authorized signatory?

Key elements should include the date of the resolution, the names and titles of the signatories, the
specific bank accounts being authorized, the powers granted (like signing checks or making
transfers), and the effective date of the resolution.

How often should a board resolution for an authorized
signatory be updated?

A board resolution should be updated whenever there is a change in personnel, such as the
appointment or resignation of directors or officers, or if there are changes in the company's banking
arrangements or policies.

Can a board resolution be revoked, and how?

Yes, a board resolution can be revoked by passing a new resolution that explicitly rescinds the
previous one. This should be documented in the company’s records and communicated to the bank to
ensure proper authorization.

What is the process for creating a board resolution for an
authorized signatory?

The process typically involves drafting the resolution, discussing it in a board meeting, obtaining the
necessary votes for approval, and then documenting the decision in the meeting minutes and
formally signing the resolution.

Do all companies need a board resolution for authorized
signatories?

While not all companies are legally required to have a board resolution for authorized signatories, it is
highly recommended for establishing clear authority and accountability, especially for corporations
and larger organizations.
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