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b)

9)

h)

Scope of audit:

To check whether the auditee has complied with the International Financial
Reporting Standards (IFRS) as adopted by the Institute of Chartered Accountants
of Bangladesh (ICAB) while maintaining accounting records and preparing
financial statements, and report if any non compliance was found.

To examine whether the auditee has undertaken any activity, involved in
transaction or provided services that is contrary to “Microcredit Regulatory
Authority Act-2006.” Or “Micro credit Regulatory Authority Ordinance-2010.”
Further to examine whether any transaction that goes against the interest of
different donors, beneficiaries or the auditee itself.

To examine whether closing balance of last year's audited financial statement
was carried forward as opening balance in current year's accounts.

To examine whether the auditee has maintained proper books for sector-wise
receipt of funds and whether they properly comply with the rules and regulations
as per accounting manual provided by the authority.

To check whether the auditee has kept the records separately for the collected
funds under various components of micro credit activities and submit separate
reports on that basis.

To examine whether the auditee has properly recorded and accounted for the
receipt and disbursement of fund from different donor organizations and utilized
them as per their principles/terms and conditions of the agreement with the
donors.

To examine whether the savings collected from the members are properly
recoded in accounts and deposited into the bank, besides, whether collection and
refund of savings has been done according to the principle and whether interest
on savings are paid to members and also examine the rate of interest etc.

To check whether the auditee has maintained the formalities and properly
complied with the provisions in the rules mentioned before disbursing loan
among the beneficiaries.

To check whether the documents i.e. passbook, loan/savings collection schedule,
and loan application form regarding loan write off, bad loan, have been
preserved separately.



),

k)

9))

¢))

£)

To examine whether microcredit organization properly comply with the rules &
regulations relating to the constitutions particularly in respect of formation and
meetings of General Body and Governing Body.

To examine the physical existence of assets acquired out of surplus service
charge and fund received from different sources for institutional development as
loan or grants.

To conduct a sample check for whether the loans was properly utilized by the
beneficiary members.

To check, whether all kinds of transactions were done through bank except
collection of savings and disbursement of micro credit.

To check, whether recovered loan and savings amount from members were duly
deposited into bank on the same/earliest date.

To check whether collected savings are properly recorded and accounted for at
member’s level and samity level.

To examine that the recovery of loan disbursed out of fund received from several
sources are made as per Amortization Schedule and also to examine the effective
rate of service charges on loan to the members and to mention the findings in
the report.

To examine whether loan loss provision has been computed and accounted for
as per Microcredit Regulatory Authority Act, 2006 and Micro Credit Regulatory
Authority Rules, 2010.

To check the closing cash balance at the time of auditing by counting cash
amount physically and issue certificate of balance. To check bank balance of year
end by collecting certificate of bank balance and also check Bank Reconciliation
Statements that have been prepared.

To check whether the payments were made with proper approval authority of
bills/voucher, whether payment made as per approved price and to examine the
"Budgetary Control System".

To comment on the reasons for existence of any unused fund if detected during
audit and make comments in the audit report.



y)

aa)

ab)

To examine appropriateness of audit report and audited financial statement
presented to different donor organizations, regulatory authority and other
authorities.

To examine whether there is a proper compliance with the provision of the
Income Tax and Value Added Tax (VAT) authority rules implemented by the
Government.

To check whether all the policies i.e., the procurement policy, service policy, loan
and savings policy etc. are in place and are properly followed by the auditee
organization.

To check whether there is an internal audit arrangement/division in the auditee
organization and whether internal audit is conducted regularly and comment
thereon.

To comment on whether the recommendations on previous year's audit on

objections are properly taken care of or not.

To check cost sharing between of micro-credit and other program and comments
therefore in the report.

To check whether transactions have taken place through bank for significant
amounts.

To check audit fees are fixed on the basis of total loan portfolio and cost
centres/branches or not.

To examine and comment on the credit activities funded by different source and
from own source, internal control system, loan classification, Loan provision
principle and loan recovery rate and to comment in the audit report.

To comment on the utilization of money received under different contracts
between donor/financial institute and the micro credit organization.



Reporting Requirements

The report shall be in two parts as follows:
A. Audit Report

B. Management Report

A. Audit Report (A1-A6)

Al.  The audit report should include: X

(a) Financial Statements, i.e. Statement of Financial Position, Statement of
Comprehensive Income, Statement of Cash Flows, Receipts and Payments
Statement, Statement of Changes in Equity, Notes to the Financial Statement with
sufficient disclosures. (Annexure-Al1/2, A1/3, Al/4, Al/5, Al/6, All7)

0] The auditor is required to include a clear statement in the auditor’s report to the
effect that the audited financial statements:

- Comply fully with MRA Act and Rule

- Comply substantially with the MRA Act and Rule; with relatively minor
deviations (explain the nature of deviation).

- Do not comply with the MRA Act and Rule.

i) Disclosure Requirements:

Corporate information of the MFI

Accounting policies on recognizing income and expenses

Depreciation policy

Loan classification, loan loss provisioning and write off policy

The method of accounting for Grant/ subsidies/donations should be explained

Overall grant/subsidies/cross subsidies, donations received and source of such
donations by MFI for Micro credit program (MCP), Social Development Program
(SDP), Commercial Activities (CA) should be disclosed.

7. Policy on cost allocation between MCP, SDP and CA and status of accounting on
firewall boundary between the programs.

Information on loan (rate of interest, terms, if collateral pledged etc.)
Material findings under “Scope of Audit”.

10. Deviation or non-compliance in preparing financial statements under IAS/IFRS
and BAS.

2 T o A o



A2. Ratios (Annexure A/2)

1. Minimum loan recovery rates, based on the following:

(i)  Minimum cumulative loan collection ratio on total dues
(i)  Minimum loan collection ratio on current dues
Minimum liquidity ratio

Minimum current ratio

Minimum capital adequacy ratio

Minimum debt service coverage ratio

Debt to capital ratio

Minimum rate of return on capital

Nookrwn

A3.  The auditor will submit Portfolio Report as follows: (Annexure A3)

Q) Review of Loan Classifications and Loan Loss Provision and Write off:

In respect of credit program about adequacy of loan classification and provisioning
policies with a summary aging analysis of outstanding loan to beneficiaries showing
delinquent Principal amount.

(i) Loan Loss Provision (LLP) status of the MFI

(i)  Loan Operational Report: On staff strength along with information on outreach,
financial services (loan, savings and insurance products etc.).

A4.  Fixed Assets Schedule (Annexure A4).

B. Management Report :

The Management report shall include observations on the Organizations regarding the
following aspects: (Annexure B)

Review of internal control: Financial Management System
° Accounting System

Overall review of MFI’s Financial Management Reporting System.

> Review ability of the system to generate accurate financial reports that reflect overall
financial position of the MFI.

> Review of Control Ledger.



In case of segmented financial reports, special attention should be given on cost
allocation policy for common use of resources of MFI. Accuracy of segmented reports
should also be reviewed. When segmented reports are not necessary the auditor will
clearly mention it.

To review and comment on any deviation from the conventional accounting principles as
regards.

Prime record keeping procedures in non-traditional manner for cost effectiveness.
Investments (FDR and Fixed assets)

Disaster Management Fund & its status

Payables and accruals

Commercial Loan (Contractual obligation)

Loan Operation Management.
Utilization of fund received (whether loans are used for IGAs by target group members).

To examine the reasons for funds remained idle (if any) at any time during the period
of audit and should make comment regarding this in the audit report.

Suggestion for improvement on administrations of funds
Savings and Deposits
General fund (if any)

Management & Accounting Information Systems and software implementation.
Whether MFI is using any software. Name of the software, service-providing firm
Training

Recommendation about training needs of MFI on governance, financial management,
Internal audit, Vat/Tax for various levels of staff including training needs for senior
management team and Executive Director and Executive Board.

Appropriation of fund
Insurance / Kalyan Tahabil policy
ED’s Total Remuneration and Lowest Salary of the staff

Report on Compliance of the prior years audit observations and report on
implementation status.



Annexure-Al/1
Independent Auditor’ Report
To the Members of General Body of

We have audited the accompanying Financial Statements of ......... , which comprise the
Statement of Financial Position as at June 30, 20...... , and the Statement of Comprehensive
Income, Statement of Cash Flows, Receipts and Payments Statement, Statement of Changes
in Equity for the year then ended June 30, 20... and a summary of significant accounting
policies and other explanatory notes.

Management responsibility for the financial

........... management iS responsible for the preparation and fair presentation of these
financial statements in accordance with International financial reporting standards, and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement.

Auditor’ Responsibility

Our responsibility is to express an independent opinion on these financial statements based
on our audit. We conducted our audit in accordance with International Standards on Auditing
(ISA), as adopted by The Institute of Chartered Accountants of Bangladesh (ICAB), Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements.

Opinion
In our opinion, the Financial Statements present fairly, in all material respects, the financial
position of ......... as at June 30, 20.... And its financial performance and its cash flows for

the year then ended June 30, 20.. in accordance with International Financial Reporting
Standards (IFRS) and other applicable laws and regulations including MRA guidelines.

We also report that:

a) We have obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purpose of our audit and made due
verification thereof.

b)  In our opinion, proper books of accounts as required by law and MRA Act & Rule have
been kept by...... so far as it appeared from our examination of those books, and

¢) In our opinion, the statement of financial position and the statement of comprehensive
income dealt with by the report are in agreement with the books of accounts.

Date..... Firm’s name, Signature



Name of the MFI

Consolidated Statement of Financial Position

Annexure- Al/2

As at June 30, 20....
Properties and Assets Notes FY 20...-20.... | FY 20...-20....
Non-Current Assets
Property, plant and Equipment 6.0
Long term Investments 7.0

Loan to other micro credit Organizations- 8.0
long term
Other loan-long term 9.0
Total Non-Current Assets
Current Assets:
Loan to Members 10.0
Short term Investments 11.0
Loan to other micro credit Organizations- 12.0
short term
Other loan- short term 13.0
Account Receivables 14.0
Advance, Deposits & Prepayments 15.0
Stock & Stores 16.0
Cash in Hand 17.0
Cash at Bank 18.0
Total Current Assets
Total properties and Assets

Total
Capital Fund and Liabilities
Capital Fund
Donor fund 19.0
Cumulative surplus 20.0
Other Funds 21.0
Total Capital Fund
Non Current Liabilities
Loans from PKSF 22.0
Loans from housing fund- long term 23.0
Loans from other- long term 24.0
Loan from other Government sources 25.0
Loan from other micro credit 26.0
Organizations- long term
Loans from Commercial banks- long term 27.0
Other loans- long term 28.0
Current Liabilities
Loans from PKSF 29.0




Loans from housing fund

30.0

Loan from other Government sources-short 31.0
term

Loan from other micro credit 32.0
Organizations-short term

Loans from Commercial Banks-short term 33.0
Other Loans-short term 34.0
Members Savings Deposits 35.0
Account Payables 36.0
Loan loss provision 37.0
Gratuity Fund 38.0

Total Current Liabilities

Total Capital fund and Liabilities

Date

Firm’s name, Signature




Statement of Comprehensive Income

Name of the MFI

For the year ended June 30, 20....

Annexure- A1/3

Notes

FY 20...-20....

FY 20...-20....

Income

Service Charges on Loan

39.0

Bank Interest

Bank Interest on FDR

Membership Fees

Other sales (Form)

Donation

Others

Total Income

Expenditure

Service charge of PKSF Loan

Interest on Member’s savings

Other loan interest

Salaries and allowances

Office Rent

Printing and Stationary

Traveling

Telephone and Postage

Repair and Maintenance

Fuel Cost

Gas and Electricity

Entertainment

Advertisement

Newspapers and periodicals

Bank charges/ DD charges

Training Expenses

Vehicle maintenance

Legal Expenses

Registration fee

Meeting Expenses

Other operating expenses

Audit Fees

Board members’ honorarium

Taxes

LLP

DMFE

Depreciation

Total Expenditure

Excess of Income over
Expenditure/(Expenditure over
Income)

Total




Name of the MFI

Receipts and Payments Statements
For the period 1.07.20.... to 30.06.20...

Annexure- Al/4

Particulars

Notes

FY 20...-20....

FY 20...-20....

Receipts

Opening Balance:

Cash in hand

Cash at bank

Service Charges on Loan

Reimbursements

Bank Interest

Bank Interest on FDR

Membership Fees

Other sales (Form)

Donation

Others

Total Receipts

Payments

Service charge of PKSF Loan

Interest on Member’s savings

Other loan interest

Salaries and allowances

Office Rent

Printing and Stationary

Traveling

Telephone and Postage

Repair and Maintenance

Fuel Cost

Gas and Electricity

Entertainment

Advertisement

Newspapers and periodicals

Bank charges/ DD charges

Training Expenses

Vehicle maintenance

Legal Expenses

Registration fee

Meeting Expenses

Other operating expenses

Audit Fees

Board members honorarium

Taxes

Closing Balance

Cash in Hand
Cash at Bank

Closing Balance

Total




Name of the MFI

Statement of cash flows
For the period ended June 30, 20...

Annexure- A1/5

Particulars

Notes

FY 20...-20....

FY 20...-20....

A Cash Flows from Operating
Activities:

Surplus for the period

Add: Amount considered as non cash items:
Loan loss provision

DMF provision

Depreciation for the year

Sub total of non cash items

Loan disbursed to Members

Increase/decrease in current assets

Increase/decrease in current liabilities

Net cash used in operating activities

B. Cash Flows from Investing Activities

Acquisition of Property, plant and equipment

Sale of Property, plant and equipment

Investment

Net cash used in Investing Activities

C. Cash Flows from Financing Activities:

Loan received

Members savings

Insurance

Net cash used in financing activities

D. Net increase / decrease (A+B+C)

Add: Cash and Bank Balance at the
beginning of the year

Cash and bank balance at the end of the
year




For the period ended June 30.06.20...

Name of the MFI
Statements of Changes of equity

Annexure- A1/6

Particulars

FY 20....-20...

FY 20....-20...

Balance As at July 01, 20..

Prior year adjustment

Surplus for the year

Balance As at June 30, 20...

Transfer to Various funds and
reserves

Balance As at June 30, 20....

10




1.0

Name of the MFI

Notes to the Financial Statements
For the year ended June 30, 20...

BACKGROUND

2.0 Corporate Information of the MFI:

Annexure- A1/7

Sl.
No.

Name of the MFI

Year of establishment

Legal Entity (MRA Registration No.)

Nature of operations (programs)

Statutory Audit conducted up to

Name of statutory auditor for last year

Name of statutory auditor for current year

No. Executive Committee meeting held FY 20...-20...

Date of Last AGM held

List of Executive Committee Members

Name Quialification Profession

Present
Address

Basis of Preparation of Financial Statements

3.0
4.0
4.01

4.02
4.03

4.04

Basis of Accounting:
Summary of significant accounting policies

Currencies
Revenue Recognition
Q) Interest income:

- Service charges on loan
- Interest expenses

- Other expenses

(i) Interest paid on savings:

Fixed Assets and Depreciation

11



5.0 Significant organizational policies
5.01
5.02
5.03
5.04
5.05

Policy on Loan to beneficiaries
Policy on savings collection
Grant/ Donation accounting

Grant/Subsidies/Donation (non refundable) received (20..-20..)

Loan loss provision: Loan Classification, loan loss Provisioning and Write Off Policy

Duration of
the Project

Name of the
Project

Donor

Total Committed
Fund
US$/EU/EITK

Received in
(20..-20...) in
Taka

6.0  Property, plant and equipment:

Cost

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...
Depreciation

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20

(Schedule............ )

7.0 Long term Investments

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

8.0 Loan to other Microcredit Organizations-long-
term

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

Break-up of the above amount is as follows

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

12




9.0 Other loan: long-term

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

Break-up of the above amount is as follows

10.0 Loan to Members

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

11.0 Short term Investments

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

12.0 Loan to other Microcredit Organizations-
Short-term

Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10

13. Other loan: short term

Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

13




14.0 Accounts Receivables:

30.06.20... 30.06.20...
Amount (Taka) | Amount (Taka)
Balance 01.07.20...
Add:
Less:
Balance as on 30.06.20...
Break-up of the above amount is as follows
) 30.06.20... 30.06.20...
15.0 Advance, deposits and prepayments Amount (Taka) | Amount (Taka)
Balance 01.07.20...
Add:
Less:
Balance as on 30.06.20...
16.0 Stock and stores 300620, [30.06.20...
Amount (Taka) | Amount (Taka)
Balance 01.07.20...
Add:
Less:
Balance as on 30.06.20...
17.0 Cash in Hand
30.06.20... 30.06.20...
Amount (Taka) | Amount (Taka)
Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10
18. Cash at Bank:
30.06.20... 30.06.20...
Amount (Taka) | Amount (Taka)
Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10
Break-up of the above amount is as follows
Sl no. Name of Bank/ Branch | Account No. | 30.06.20... 30.06.20...
Amount (taka) | Amount (taka)
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19.0 Donor Fund:

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

Break-up of the above amount is as follows

20.0 Cumulative surplus

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

21.0 Other fund

Balance 01.07.20...

Add:

Less:

Balance as on 30.06.20...

22.0 Loan from PKSF

Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10

23. Loan from housing fund: Long-term

Balance as on 01.07.09
Add:
Less:
Balance as on 30.06.10

---------------------------------------------------------------

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

----------------
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35.0

37.0

39.0

Member’s Savings Deposits

Balance as on 01.07.09
Add: Savings Collection
Interest accrued
Less: Savings withdrawal/Refund
Balance as on June 30, 2010

Loan loss provision

Balance as on 01.07.09

Add/: Provision during the year
Less: Adjustment

Balance as on June 30, 2010

Service Charge on Loan

Balance as on 01.07.09

Add/: Provision during the year
Less: Adjustment

Balance as on June 30, 2010

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)

30.06.20...

30.06.20...

Amount (Taka)

Amount (Taka)
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Name of the MFI.......

AnnexureA/2

Eligibility Criteria Compliance Certification for the year ended June 30, 20...

Sl #

Eligibility Criteria

Audited Figures
or Compliance

Audited Figures or
Compliance

FY

FY

Minimum Loan recovery rates, computed

quarterly, based on the following:

1) 95% minimum cumulative loan
collection ratio on total dues:

Actual cumulative collections x 100
Cumulative collectibles

1) 92-100% minimum loan collection
ratio on current dues (on running 12
month basis)

Actual collections during the past 12
months on current dues x 100
Collectibles on current dues

Minimum liquidity ratio of 10%

Minimum current ratio of 2.0:1

Minimum capital adequacy ratio of 15%

Ol wN

Minimum debt service cover ratio of
1.25:1

[ep}

Debt Capital Ratio 9:1

Minimum rate of return on capital of
1%

Firm’s name, Signature and Dated
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Annexure A/3

Name of the MFI.......
Portfolio report for the year ended June 30, 20....

Review of Loan Classifications and Provisions

Q) Classification of Loan and Loan Loss Provision

Sl Particulars No. of days Outstanding Outstan Required
no. ding Provision
Loan
Amount | Rate | Amount
% (Tk)
1. | Total Loan
Outstanding
2. | Total overdue
3. | Regular Loans with no overdue 1%
instilments
4. | Watchful Loan default duration between 5%
1 and 30 days
5. | Sub-standard Loan default duration between 25%
31 and 180 days
6 | Doubtful Loan default duration between 75%
181 and 365 days
7 | Bad Loan Loan default duration above 100%
365 days
Total

(i) Loan loss provision (LLP) status of the PO

Particulars Taka
Required Provision as per MRA policy
Actual Provision made by the MFI
Excess/Shortfall of Provision
Comment on LLP
Disclosure on Written off Loan:
Loan Written off balance 01.07.20...
Loan written off during the year 20...-20....
Written off Loan Recovered during the year 20...-20....
Loan Written off balance 30.06.20....
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(ili)  Loan Operational Report

S
no.

Particulars

FY 20...-20...

FY 20..-20...

1.

Financial Service
Product:

Loan product:
PKSF funded Loan
Housing loan
Sanitation loan
Savings product:

Insurance product:
Life

Livestock

Others

TOTAL

Number of branches

Number of Samities

TOTAL M F

TOTAL

Number of members

Number of borrowers

N@|g~ LN

Number of Staff

Amount (Taka) of loan
outstanding with Samiti
members

Member: borrower

Average loan size

Fixed Assets Schedule

Annexure A/4

SI.

No.

Particulars

Cost

Depreciation

Net
Book
Value

As at

1 July
Addition
During
the Year
Disposal

20..

As at 30

June 20..
Rate

As at

1 July
20

Charged
During
Disposal
As at 30
June 20

01

02

03

04

05

19




Annexure- B

Management report on the Accounts of the....... MFI
For the year ended June 30, 20...

OBSERVATIONS AND RECOMMENDATIONS

Current year’s (20...-20...) observations:

Review of internal control of Financial Management System ensuring accountability
and transparency:

e Accounting System
Observation:
Recommendation:
Management Response:

e Investments
Observation:
Recommendation:
Management Response:

e Investments (Fixed Assets)
Observation:
Recommendation:
Management Response:

e Payables and accruals
Observation:
Recommendation:
Management Response:

e Commercial Loan
Observation:
Recommendation:
Management Response:

e | oan operation management
Observation:
Recommendation:
Management Response:

e Savings Deposits
Observation:
Recommendation:

POs Response:
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e Management & Accounting Information Systems and software implementation

Observation:

Recommendation:
Management Response:

o Recommend Training needs of MFIs

Comments:

Recommendations:
e Compliance of the status of the prior year (20..-20..) Audit observations and mention
the percentage thereof

S
no.

OBSERVATIONS

IMPLEMENTATION
STATUS

COMMENTS
(IF ANY)
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