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Internal Control Policy

1.1 Oveview

Banking has a diversified and complex financial activity which is no longer limited
within the geographic boundary of a country. Since its activity involves high risk,
the issue of effective internal control system, corporate governance, transparency,
accountability has become significant issues to ensure smooth performance of the
banking industry throughout the world. In many banks internal control is identified
with internal audit; the scope of internal control is not limited to audit work. It is an
integral part of the daily activity of a bank, which on its own merit identifies the
risks associated with the process and adopts a measure to mitigate the same.
Internal Audit on the other hand is a part of Internal Control system which
reinfor cesthe control system through regular review.

According to an IMF publication Interna Control refers to the mechanism in place on a
permanent basis to control the activities in an organization, both a a central and at a
departmental/divisional level. A key component of effective internal control is the operation of a
solid accounting and information system.

In Bangladesh analysis on the performances of the banks has pointed out that an effective
interna control system could have contributed significantly in improving the performance of the
commercia banks if the control culture is brought in through policy guidelines and structural
changes at these banks.

1.2 Dédfinition

Internal control is the process, effected by a company's board of directors, management and other
personnel, designed to provide reasonable assurance regarding the achievement of objectivesin
the effectiveness and efficiency of operations, the reliability of financial reporting and
compliance with applicable laws, regulations, and internal policies.

Internal controls are the policies and procedures established and implemented aone, or in
concert with other policies or procedures, to manage and control a particular risk or business
activity, or combination of risks or business activities, to which the company is exposed or in
which it is engaged.

1.3 Internal Control Environment




The interna control environment is the framework under which internal controls are developed,
implemented and monitored. It consists of the mechanisms and arrangements that ensure internal
and external risks to which the company is exposed are identified; appropriate and effective
interna controls are developed and implemented to soundly and prudently manage these risks;
reliable and comprehensive systems are to be put in place to appropriately monitor the
effectiveness of these controls.

Each company needs to have in place an appropriate and effective internal control environment

to ensure that the company is managed and controlled in a sound and prudent manner. The
factors which together comprise the control environment are;

aboard of directorsthat is actively concerned with sound corporate governance and
that understands and diligently discharges its responsibilities by ensuring that the
company is appropriately and effectively managed and controlled;

a management that actively manages and operates the company in a sound and
prudent manner;

organizationa and procedural controls supported by an effective management
information system to soundly and prudently manage the company's exposure to
risk; and

an independent audit mechanism to monitor the effectiveness of the organizationd
and procedura controls.

1.4  Objective of Internal Control

The primary objective of internal control sysem in a bank isto help the bank perform better
through the use of itsresour ces. Through internal control system bank identifiesits

weaknesses and takes appropriate measur esto over come the same. The main obj ectives of
internal control are asfollows:

Efficiency and effectiveness of activities (performance objectives).

Rdiability, completeness and timelines of financial and management
information (infor mation objectives)

Compliance with applicable laws and regulations (compliance obj ectives)

15 Policy GuiddinesFor Internal Control



1.5.1 Responsibility of the Board of Directors

The overall responsibility of establishing broad business strategy,
significant policies and understanding significant risks of the bank
restswith the Board of Directors.

Through the establishment of ‘Audit Committee’ the Board of Directors can
monitor the effectiveness of interna control system. Bangladesh Bank has already
instructed the banks to establish Audit Committee (Appendix 5.4)

The interna aswell as externa audit reports will be sent to the board without any

intervention of the bank management and ensure that the management takes
timely and necessary actions as per the recommendations.

Have periodic review meetings with the senior management to discuss the
effectiveness of the internal control system of the bank and ensure that the

management has taken appropriate actions as per the recommendations of the
auditors and interna control.

1.5.2 Responsibility of the Senior Management

In setting out a strong internal control framework within the organization
the role of Managing Director is very important. He/she will establish a
"Management Committee (MANCOM ), which will be responsible for the
overall management of the Bank

With governance & guidance from the Board of Directorsthe MANCOM
will put in place policiesand proceduresto identify, measure, monitor and
control theserisks.

The MANCOM will put in place an internal control structure in the
banking organization, which will assign clear responsbility, authority and
reporting relationship.

The MANCOM will monitor the adequacy and effectiveness of the internal
control system based on the bank’ s established policy & procedure.

The MANCOM will review on a yearly bass the overall effectiveness of the
control system of the organization and provide a certification on a yearly basis

to the Board of Directors on the effectiveness of Internal Control policy,
practice and procedure.

15.3 Risk Recognition and Assessment



An effective internal control system continually recognizes and assesses all of
the material risks that could adversely affect the achievement of the bank’s
gods

Effective risk assessment must identify and consider both internal and externa
factors. Interna factors include complexity of the organization structure, the
nature of the Bank’s activities, the quality of personne, organization changes
and also employee turnover. Externa factors include fluctuating economic
conditions, changes in the industry, socio-political redlities and technological
advances.

Risk assessment by Interna Control System differs from the business risk
management process which typically focuses more on the review of business
strategies developed to maximize the risk/reward trade-off within the different
areas of the bank. The risk assessment by Internal Control focuses more on
compliance with regulatory requirements, social, ethica and environmental
risks those affect the banking industry.

154 Control Activitiesand Segregation of Duties:

Effective internal control system requires that an appropriate control structure
is set up with control activities defined at every business levd, i.e. top leve
review; appropriate activity controls for different departments or divisions,
physical controls; checks for compliance with exposure limits and follow-up
on non-compliance; a system for approvals and authorizations and system pf
verification and reconciliation.

Control activities involve two steps. (1) the establishment of control policies

and procedures and (2) verification that the control policies and procedures are
being complied with.

Senior management should ensure that adequate control activities are an
integral part of the daily functions of al relevant personnel; this enables quick
response to changing conditions and avoids unnecessary costs. Control
activities are most effective when they are viewed by management and all
other personnel as an integra part of daily activities rather than an addition to
it.

One of the most important aspects of internal control system requires that there
IS appropriate segregation of duties and personnel are not assigned conflicting
responsibilities.

Furthermore the employees must aso be provided with necessary authority
which will enforce segregations of duties.



For employees to carry out their responsbilities properly each employee
should have appropriate job description

Areas of potential conflicts of interest should be identified, minimized and
subject to careful independent monitoring.

155 Management Reporting System:

Effective internal control system requires that there is an effective reporting
system of information that is relevant to decison making. The information
should be rdiable, timely accessible and provided in a consistent format.

Information would have to include externa market information about events
and conditions that are relevant to decison making. Interna information
include financial, operational and compliance data.

There should be appropriate committees within the organization which would
evaluate data received through various information systems. This will ensure
supply of correct and accurate information to the management.

Internal information must cover al significant activities of the bank. These
systems including those that hold and use data in eectronic form must be
secure, monitored independently and supported by contingency arrangements.

Most importantly the channels of communication must ensure that al staff
fully understand and adhere to policies and procedures effecting their duties
and responsbilities and that other relevant information is reaching the
appropriate personndl.

15.6 Monitoring Activities& Correcting Deficiencies:

Effectiveness of the Bank’s interna controls should be monitored on an
ongoing basis. Key/high risk items should be identified and monitored as part
of dally activities. In addition there should be periodic evauation by the
business lines and internal audit team.

There should be an effective and comprehensive internal audit of the interna

control system carried out by operationally indeperdent, appropriately trained
and competent staff specially designated by the management. The significant
deficiencies identified by the audit team should be reported to the board on a
periodic basis. The Audit Committee of the board should be the cell to whom
such report should be forwarded for review.



Preferably the internal control team should be reporting to the board of
directors or its audit committee. If practica considerations do not permit
internal control team to directly report to the board of directors then it can
report directly to the MD.

Internal control deficiencies, whether identified by business lines, internal audit
or other control personnel should be reported in atimely and prompt manner to
the appropriate management level and addressed immediately.

Materid interna control deficiencies should be reported to senior management
and board of directors with recommendations where necessary. Each bank
should set out its own guideline regarding what should be considered as mgor
branches. However, it should be noted that consideration should be given to
magjor financial exposure or loss, significant process lapses, serious employee
misconduct etc.

15.7 Roleof External Auditorsin Evaluating Internal Control System:

Externa Auditors by dint of their independence from the management of the
bank can provide unbiased recommendation on the strength and weakness of
the interna control system of the bank.

They can examine the records, transactions of the bank and evauate its
accounting policy, disclosure policy and methods of financia estimation made
by the Bank; this will dlow the board and the management to have an
independent overview on the overall control system of the bank.

158 Regulatory Compliance:

For the banks Centra Bank is the primary regulator, who governs the
activities of banks. In addition Tax Authority, Registrar of Joint Stock
Company, Finance Ministry etc. are different types of regulatory bodies
whose directives have significant impact of bank’s business.

The interna control system should always take into account the bank’s
internal processes to meet the regulatory requirement before conducting any
operation.

Theinterna control system of the bank must be designed in a manner that the
compliance with regulatory requirements is recognized in each activity of the
bank. The bank must obtain regular information on regulatory changes and



distribute among the concerned department, so that they can take necessary
action to adapt to such changes.

The bank must develop an effective communication process which will allow

smooth distribution of relevant regulations among different departments and
personnd.

159 Egablishment of a Compliance Culture:

A bank is said to have strong compliance culture when throughout the
organization employees are encouraged to comply with policies, procedures
and regulation. Even an individua at the lowest echelon should be empowered
to speak up without the fear of reprisa if shefhe identifies something non
compliant.

The board of directors and the senior management must establish a compliance
culture within the banking organization that emphasizes and demonstrates to
al levels of personnel the importance of internal control.

In order to establish a compliance culture the board of directors and senior
management must promote a high ethical and integrity standard.

In reinforcing ethical values the banking organization should avoid policies
and practices that provide inadvertent incentive for inappropriate activities.
Examples of such policies and practices include undue emphasis on
performance targets or operational results, particularly short term ones that
ignore long term risks and compensation schemes that overly depend on short
term performance.

The board of directors and the senior management may establish a ‘Code of
Ethics that all levels of personnd must sign and adhere to.



2. Organisatation Structure

2.1  Structurefor Internal Control System

Organization structure plays a vita role in establishing effective internal control system. The
essence of the ideal organizational structure that will facilitate effectiveness of the internal
control system is the segregation of duties. The bank should, depending on the structure, size,
location of its branches and strength of its manpower try to establish an organizationa structure
which allow segregation of duties among its key functions such as marketing, operations, credit,
financia adminigtration etc.

Up to which levd this segregation will take place will depend on an individua bank. For
instance a bank which has small branch operations at remote places of the country may not find
it feasible to have such functiona segregation of duties at that branch level. However at the
higher level such segregation should exist and where possible this should be extended to the
branch levels.

In cases where such segregation is not possible, there must be certain monitoring mechanism

which should be independently reviewed to ensure al policies and procedures are followed at the
branch level. A detail guideline in this respect is given in the following section.

2.2  Structure of the Internal Control Unit

For an effective control system a separate organizational structure is also provided for this unit.
The organizational structure of the interna control will depend on the tasks performed by the
unit and the size of the organization. A bank with large branches may have regiond level internal
control units which will allow regular monitoring and audit at the branch level.

The head of interna control unit should have a reporting line with the bank’s board. The audit
committee of the board can be the contact point for the interna control unit. This unit must also
have a reporting line with the Managing Director of the bank.

The unit should be adequately staffed so that it can perform its duty properly. In order to ensure
that availability of efficient people with internal control the banks will make it mandatory for al
middle to senior management staff to spend at least two years with internal control on
secondment.

The following organization structure for the internal control unit is based on the basic tasks that
are to be performed by this department. Depending on the size of the bank and its requirement
this may vary. A lrief discussion of the structure has also been provided.

The head of the internal control will be responsible for the both compliance and control related
tasks which include compliance with laws and regulation, audits and ingpection, monitoring

10



activities and risk assessment. The head of internal control will report directly to the MD and
also have an indirect reporting line to the Audit Committee of the Board

11



Managing Director

Compliance

Head of Internal Control &W

Board of Directors

I
[ Head of Compliance Units

Head of Monitoring Units

’ [ Head of Audit & Inspection]

Regional Compliance
Officers

J [ Regional officers

’ [ Zonal Audit/Special Audit ’

The compliance unit will be responsible to ensure that bank complies with all regulatory
requirement while conducting its business. They will maintain liaison with the regulators at all
level and notify the other units regarding regulatory changes.

The monitoring will be responsible to monitor the operational performance of various branches.
They will collect relevant data and analyze those to assess the risk of individual units. In case
they find major deviation they will recommend to the Internal Control Head for sending audit &
ingpection team for thorough review.

The audit team will perform periodic and special audit. A bank may have different section within
this team responsible for carrying out specific tasks. For instance a bank may have a special audit
section responsible only for credit inspection.

12



3. Process Guiddines

Each Bank should have a policy guideline in order to ensure an effective control over its process
in various fields e.g. credit, human resources, finance & accounts, treasury, audit, customer

service etc. There should be a written policy guideline for each Department’s function which

may be asfollows.

3.1

3.2

Credit Policy Manual/Guiddine

The main objective of lending money is to ensure maximum return of lendable fund. This

manua should highlight the process starting from review of credit proposals, obligor risk

rating, approving credit limit, disoursement of loans, monitoring of credit risk etc.

Various types of MIS should be provided in order to have better control over assets of the

bank.
- Risk classes, lending limits and credit authorities

Lending guidelines

Approva processes

Documentations

Secured loans and collaterals

Oper ations M anual

This manual should contain role of Credit Admin., Trade Finance, Reconciliations, Cash,
Client's service, Treasury Back office etc. It should also reflect a clear guideline
regarding Anti-Money Laundering activity in order to protect Bank’s interest. Credit
Admin will be responsible for monitoring of limits and outstanding as per credit
approval. The basic content of Operations manuals are:

Account Opening and closing

Check clearing

Cash & teller Operations

Payment monitoring procedures

Nostro account reconciliation

Letters of credit, collection, bank to bank reimbursement
Loan Administration

Treasury Operations

Anti-money Laundering procedures

13



3.3

34

3.5

Finance & Accounting Manual

This manual should provide al financia activities regarding income and expenditure of a

bank. They will look after if there is any exaggeration of expenditure where it is
necessary to get control. They will aso ensure the profitability of the bank. by projection
of income, expenditure and thereby achieve ultimate targeted profit. Various types of
MISs are to be submitted from this Dept. as per time schedule.

Treatment of Land, Building & Equipment
Capita Adequacy and Shareholders Equity
Treatment of expenditures

Commission, fees and revenues

Income tax procedures

Write-off procedures

Treasury Manual

This manual should include activities of fund transfer. Inter bank fund management is
done by them. The manua should include the guideline so that they may manage the
bank’ s fund properly and profitably. There may be some idle fund in the bank which isto
be taken into account so as to make them invested in optimum profit seeking area. They
should also ensure the security of the fund. If possible, they may look into international
money market subject to the available opportunity in the money market arena.

Liquidity

Investments

Capita management
Dedling room activity
ALCO

HR Policy Manual

They will, at first, ensure the proper distribution of available human resources in the inter
structure of the bank. To find out the right person for setting up them at the right position
is very crucial. The rewarding method of that department should be impartia. They will
ensure staff welfare which will ultimately encourage people and create a healthy working
amosphere.

Recruitment policy

Background checking policy
Leave policy

14



3.6

Compensation policy

Reward and Recognition policy

Termination & retirement policy
Promotion and increment policy
Training guiddines

Internal Control Manual

This manual should contain three parts interna control over the operating activities of bank
(here, audit means the internal audit). They will monitor the functions of various

departments’ of the bank periodically on regular basis. Depending on the requirement, they
should carry out inspection, surprise inspection in order to help avoiding any fraudulent
activities which in turn would strengthen the bank to set up sound structural base.

Know your customer policy
Code of conduct/Ethics

Gift giving and acceptance
Monitoring procedures
Audit guidelines

15



4. Internal Control Process

4.1 Departmental Control Function Checklist (DCFCL) {Appendix 5.1}
a) The guiddine/procedure deals with matters relating to review/verifications of

departmental functions to ensure that prescribed procedures are being followed by
each department.

b) All departments are required to check that prescribed controls are being observed and
laid down procedures are not overlooked & relaxed.

c) Departmental Managers, Line Managers, Branch Managers will review the DCFCL to
ensure that control functions are performed and documented in the control sheets
(Appendix 1) at the prescribed frequenciesi.e. Daily, weekly, monthly ard quarterly.

d) The DCFCL Checklist should be retained with the branch/departments for future
ingpection by Internal Control and Senior Management.

4.2 L oan Documentation Checklist {Appendix 5.2}

The checklist deals with matters relating to security document ation for sanctioning and draw-
down credit facilities to ensure that prescribed documentation is being obtained to safe guard
bank’s legal charge.

4.3 Quarterly Operations Report {Appendix 5.3}

a) This guideine/procedure relates to reporting of operationa functions of each
branch/centre under the following heads on the enclosed format:

I. Policies, Procedures and Controls

ii. Protection of Valuables
iii. Proofs/Verifications and Internal Checks
iv. Persona and Supervision and

V. Premises Management

vi. Confirmation on Regulatory Compliance

16



b) A report will be prepared in duplicate copies by each branch/centre in the prescribed
format; one copy is to be dispatched to the Line Management and another copy to the
Internal Control Team by 10" of the following month i.e. 10" April, July, October and
January each year.

c) The items which are not applicable for individua Branch or Department should be
marked as N/A and no signature is required against the items marked as N/A.

d) Any deviation in the quarterly operations report must be reported in a separate
exception report

d) All concerned are advised to adhere to the requirements as outlined in each of the
above head for review by the Line Management quarterly and by Interna
Control/Audit as and when they visit the branch/centre.

4.4 Risk Analysis of Control Functions

Individual itemsin the DCFCL need to be assigned arisk rating in terms of the following
dimensions:

a) Impact: Before taking into account the mitigation (i.e. Insurance) what is the impact
of the lapse/omission.

b) Probability: After taking into account of the mitigation what is the likelihood of the
event occurring.

To assist in this task, the following matrix (Table 1) can be used. However some banks
may consider customization of this matrix to suit their own risk profile. Where
appropriate, additiona details (e.g. financia values can be added). The key principle is
that al banks should be able to differentiate between different levels of risk in their own
area of activity and then ensure appropriate controls are established.

Scores should be plotted on the following table to determine a category of high, medium
and low.

3 High High High
P
r
g 2 Medium Medium High
a
b 1 Low Medium High
[
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Impact

Table Risk Assessment Matrix

To arrive a the decison of what congtitutes a high, medium or low risk the following

template can be used

Risk Score

Probability (after taking into
account of risk mitigation)

Impact
account of mitigation)

(before taking into

certainty

externa
management
established

matter

3 . High probability or

- Probability uncertain
. Complex, requires specialized

amost

- High/frequently recurring

. Governed by widely anticipated
factors/frequency  of
not

- New area of risk with no policy
& procedure to dea with the

. Potential/actud

. Mgor

. Catastrophic/mgor impact on

the bank

. Potentid loss in excess of BDT

IMillion.

. Serious regulatory implications

(Revocation of
imprisonment)/sanctions.
damage to

license,

reputation
corporate  governance
failure

complex

. Process

- External factors have medium
bearing on ability to follow
established standards

requires  moderate

degree of supervision

. Medium financid

skills to mitigate
2 - Evidence of increasing trends - Significant impact on the bank.
- Management reviews largely to | - Potential loss in excess of BDT
manage exceptions 1,00,000
. Policies exists but complianceis | - Possibility of fines/pendties

from regulators
loss with
some potential for recovery

- Medium level of reputation risk

1 ~Unlikdy

be repeated

. Externd
impact on

have

. Isolated incident/Not likely to

- Frequent management review/
well documented
. Clear policy exists

factors

low
follow

. Exposure due to control
weakness

. Potentia or actua loss less than
BDT 1,00,000

- Low impact on busness or
reputation

- Exposure on regulatory
sanctions low

. Customer service issues ae

within expected levels
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established standards - Impact on loca busness unit
. Processsimple level

4.5 Mamitoring & followup

The Interna Control Team (ICT) will review the Quarterly Operations Report and
Exceptions Report (if any); in addition to the line management the internal control
team will instruct the branch/unit to rectify the exception and report the same. If
deemed necessary the ICT will instruct the Audit & Inspection Team (A&IT) to carry
out an inspection on the specific deviation.

Depending upon the gravity of the deviation the ICT will report the matter to the
Managing Director with a copy o the Audit Committee of the Board for necessary
action and rectification.

A copy of the Loan Documentation Checklist would be send by each branch/unit to
the ICT, who will review the same. On a quarterly basis ICT will submit areport to the
MD/Audit Committee on the type/nature of the discrepanciesin credit documentation.

In addition to the above the ICT will send out the A&IT routinely but on surprise dates
to branches/departments to carry out sample checks on the items mentioned in the

DCFCL. The frequency and sample volume of these checks are given in the template
below.

Risk Rating Freguency SampIEVqume
High Quarterly 25%
Medium Half Yearly 12%
Low Yealy 10%
46 Reporting

The Banks will design a reporting structure for ICT depending upon their size and
complexity of business. However the following reporting structure can be
used as a benchmark for the banks.

19



4.7

4.8

The ICT will prepare report on individua inspection programs within 15 days (except for
items that needs to be escalated immediately) and submit the same to the branch/ business
unit for rectification with a copy to line management.

For no high-risk items and less than 5 medium risk items will be reported to the
MD/CEO.

More than 3 high-risk items identified in breach will trigger the report to be given to the
MD/CEO and the Audit Committee of the Board.

However any losses amounting to more than BDT 10 million will be directly reported to
the MD and the Audit Committee of the Board.

ICT will prepare an annud report on the health of the Bank to be submitted to the MD
and the Audit Committee of the Board for onward submission to the Board of Directors.

Compliance Process

Regulatory requirements are to be incorporated into the work process to ensure full
compliance.

The bank has to ensure that al guidelines received from the regulatory authority are
properly disseminated among the relevant departments.

A particular unit (if possible Internal Control) should be responsible of receiving
regulatory guidelines, maintaining proper record and distribution among all relevant
units.

If required this unit would contact regulatory authorities for proper clarifications on a
particular issue and notify the concerned departments accordingly.

When regulatory inspection is conducted on the operation of the bank this unit should
work as point of contact.

Once the audit report is received they must ensure that corrective measures are taken and
the appropriate response is made on a timely fashion.

If any major lapse is identified by the regulatory authority they must ensure that the Audit
Committee of the board is aso notified aong with the senior management of the branch.
This unit must arrange appropriate training for employees so that employees are aware of
the regulations that are necessary to accomplish their jobs.

Audit Procedure

Each Y ear the Head of Internal Control will set out an audit plan for the year. This would
be a high level plan which will be approved by the Managing Director and should have
concurrence of the Audit Committee.

Thiswill be arisk based plan where sengitive areas will be provided with priority.

20



The deficiencies identified by during the audits should be notified to the appropriate level
and significant audit findings should be reported to the Managing Director level.

At the end of the year there should be a summary report on the audit findings and
corrective actions taken which should be forwarded to the Audit Committee of the board
and the Managing Director.

Based on the review of monitoring reports the audit team should also conduct surprise
check on the branches where regular gaps are identified.

21
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DEPARTMENTAL CONTROL FUNCTION CHECKLIST - QUARTERLY Appendix 5.1
This is sample list of control functions. Each bank will develop the list according to their need.
1st 2nd 3rd 4th
QUARTER QUARTER QUARTER QUARTER
PROCESS FUNCTIONS Responsibilities Date Int. Date Int. Date Int. Date Int.

Prize Bonds Verify Prize Bonds held list to BGL on last day of quarter Branch Manager  31/1 30/4 31/7 31/10
Review outstanding
Stop instruction
forobsolete
cheques Review outstanding Stop instruction for obsolete cheques
instruction instruction Supervisor
Hold/Inactive
Accounts/WAU
Accounts &
Deceased Review Hold / Inactive Accounts / WAU Accounts & Deceased
Accounts Accounts by designated officer Branch manager

Check against independent Source ie. Central Bank for local Manage -
Holiday File holidays Treasury Support

Physical check of stamp forms, bill stamps, stamp paper etc. & Department
Stamp Forms value Officer

agree to departmental Records

Reviewed

Designated Officer

24



Appendix

DEPARTMENTAL CONTROL FUNCTION CHECKLIST - MONTHLY 51
This is sample list of control functions. Each bank will develop the list according to their need.
Process Function Responsibilities Date Int.

Cash / Foreign Monies / Bangladesh Prize Bonds

Physical verification to Br Genral Ledger

Officer designated by
Audit & Compliance

Accountable Forms, Cheque Books, Drafts, Bank
Cheque(P/Order) T/Cheques, WES Bonds, Saving ,
Certificates.

Physical check of working stock on hand

Working Stock
Custodian

Travellers Cheques

Verify Bulk stock to main Register

Bulk Stock Custodian

Account Documentations

Check follow-up on incomplete documentations

Branch Manager

Signature Scanning

Designated officer to ensure all signature are scanned

Officer designated by Br

Manager

Agency Accounts

Review all Agency Accounts reconciled at least monthly

Officer Recon

Funds Transfer

Ensure source documents exist for all In & Out
Remittances

Fund Transfer- Officer

Premium & Discount on Treasury Bills

Reconcile accrued premium/discount report balances to
CGL

Treasury support -
Officer

Interest Accrual

Reconcile Money market accrued interest report balance to
General Ledger

Treasury support -
Officer

Departmental Suspense Account

Review outstandings items

Br Manager / Manager -
Treasury support

Securities revaluation prices

Check rates against independent source (stock exchange
price)

Treasury support -
Officer

Operating Losses

Review of operating losses and procedures

Branch Manager
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DEPARTMENTAL CONTROL FUNCTION CHECKLIST - MONTHLY

This is sample list of control functions. Each bank will develop the list according to their need.

Process Function Responsibiliti es Date Int.

Verity outstanding Securities report Treasury support -
Reconcile physical securities bought (Treasury Bill/ to CGL Officer
T&T Bonds etc.

Check to ensure that details requiring | Treasury support -
Transaction details swapped details to be confirmed are swapped | Officer

Review outstanding Treasury
Nostro Reconciliation deals/items Dealer

Treasury support -

Revaluation Rates Review of revaluation report Manager
Inactive Accounts Review inactive accounts Branch Manager
Savings Certificates / Sanchayapatras Commission on sales Officer

Review that monthly provision for

interest on customer's account is
Interest Provision correct Supervisor - Finance
User profile of Treasury Frontend Review user Profiles Head of Treasury

Review user Profile in system to

ensure that IDs are correctly Branch system swcurity
User Profile in the Computer system authorised and used. officer

Reviewed

Designated Officer
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Appendix

DEPARTMENTAL CONTROL FUNCTION CHECKLIST - WEEKLY 5.1
This is sample list of control functions. Each bank will develop the list according to their need.
1st 2nd 3rd 4th 5th
WEEK WEEK WEEK WEEK WEEK
PROCESS FUNCTIONS Responsibilities Date | Int. | Date | Int. | Date | Int. | Date | Int. | Date | Int.

Physical verification of Tellers stock to CBS

Travellers Cheques report Supervisor
Review overdue items to ensure follow-up
Cheque Collection done to obtain payment Dept. Head

Mails

Review usages of postage & franking Machine

OIC - Despatch

Nostro Accounts (Agency A/C)

Review list of unresponded items

Dept. Head

Review reversing vouchers of outstanding

Manager Funds

Incoming TT/DD/MT items Transfer
FX revaluation rates and Random check of rate against independent
forward points sources Dept. Head
Outstanding Investigation and Manual check of outstanding investigation Dept. Head
Interest claims

Review inter area funds transfer through
Inter Branch Funds Transfer Bangladesh Bank Dept. Head

Premises and Protection

Review record of after Banking and Office
hour's arrivals/departures

Manager Admin

Premises and Protection

Test alarm systems

Manager Admin

ATM Cash Count

Count Cash on a weekly basis

Custodians
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DEPARTMENTAL CONTROL FUNCTION CHECKLIST - DAILY
This is sample list of control functions. Each bank will develop the list according to their

need.
PROCESS FUNCTIONS RESPONSIBILITY ol 1l 2l 3l el sl sl 78l sl ol 3|25 2l alal3la]a]ss
Cheques/Withdrawal slip to be cross
Cash checkedwith the Teller Journal 100% by the
Transaction tellers (Independent) Teller
Exceptions, such as, teller limit, posting
restrictions, insufficiency, etc. to be checked
instantly against source document. Supervisor
Review teller's cash sheet & registers Cash Officer
TC Source Document to be checked withJournal Teller/
Sell/Purchase 100% Supervisor
Check exceptions, such as, rate Supervisor
amendment, commissions, etc.
Account Reconcile number of transactions on the
Transfer journal against source document Supervisor
Exceptions, such as, teller limit, posting
restrictions, insufficiency, etc. to be checked
instantly against source document Supervisor
40% random check of transactions within
teller limit. Supervisor
Verify non cash transaction is done by a non-
cash teller by reviewing Teller's Summary in
journal. Supervisor
On-line authorisation in outward TT to be
Remittance compared with customer instruction Supervisor
Draft issue report to be checked wih source
documents100% in branches and sample 25%
in Central Operations Supervisor
Exceptions to be checked instantly against Supervisor
source document
25% random check of transactions within
Cash teller limit Supervisor
Fcy Every draft has to be signed jointly Supervisor/
Lcy Cash holding within overnight limits
Bangladesh Check balance - Custodian
Prize Bonds Teller Tills

Movement of Cash evidence of daily check
with Branch GL

Accountable
Forms

Compare stock on hand to Working Stock

Appendix 5.1




Cheque books,
Drafts

Pay Order, WES

Dev.
Bond, Savings

Register

Working Stock

Custodian
Certificates
Check, proofs Internal
and Verification | Control Accounts Control
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DEPARTMENTAL CONTROL FUNCTION CHECKLIST - DAILY
This is sample list of control functions. Each bank will develop the list according to their need.

RESPONSI 1|11y 1|11y 2f1)r)1|2]2|212|2|2|2]2|2|2]3]|S3
PROCESS FUNCTIONS BILITY of1|2|3|a]|5]|6|7|8lo]o]l1|2|3|als|6]7]8]9]0]1
Reconcile number of cheques
Inward Clearing | received from Supervisor
Bangladesh Bank (with
schedules) after posting
Ensure physical authorisation of
cheques
posted beyond teller's authority
against inward Clearing report Supervisor
Exceptions to be checked
instantly against Supervisor
source document
In order to avoid LCY Credit to a
convertible accounts/restricted
accounts, verify details and
status of the beneficiary's
Outward account with that of the cheques
Clearing deposited Teller
Physical authorisation on deposit
slip and on
the reverse of the cheques must
be done before separating the _
deposit slip from the cheques Supervisor
Counter - party | Check details of C/P confirmation
Con- against
firmation
Checking system records Supervisor
Chaser Check released confirmations
Confirmation against Report Supervisor
Issued
Manual
Payments Check payment details against
Draft/Telex deal details Report Supervisor
Manual Check payment details against
Payments / deal details, incorrect payment &
SWIFT / Telex payments realised report Supervisor
Transaction
Status Check status of transactions Supervisor
Check confirmations to be
Confirmation released against deals input
released listings Supervisor
Automated Check payments to be released
payments against daily Supervisor
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released

events report

Non-receipt of

Check Nostros Reconciliation and

funds manually chase Supervisor
Review report of input/amended

Preferred SSI's | Standard Settlement Inst. Supervisor

Transactions

with no

settlement Check Settlement Record to

istructions ensure no transactions are O/S Supervisor
Confirms and acts upon limit

Limit Excess excess Supervisor

Reconciliationo | Reconcile General Ledger

f P/L account balances with Control Centre P/L Supervisor

Overdraft

Interest Ensure overdraft interest paid is

Reclamation covered by claim Supervisor
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DEPARTMENTAL CONTROL FUNCTION CHECKLIST - DAILY

This is sample list of control functions. Each bank will develop the list according to their need.

RESPONSI
PROCESS FUNCTIONS BILITY |1 sl als| s|7| 8lo]o|z] 2|3 a]alel7|als] o]

Reconcile number of Incoming messages | Officer

SWIFT/TELEX with delivery sheet SWIFT
Reconcile number of Outgoing messages | Officer
with EMS server END OF DAY SWIFT
Review copies of all incoming/outgoing Officer
messages SWIFT

AIC Opening Check to ensure all necessary documents

Docs are obtained Supervisor
Check Computer Suspense (Unposted

General Ledger item suspense)- Supervisor
Items rejected by the system and
suspended to retain a balanced position

Customer Review of FX rates for reasonable from Officer -

FX.Contracts daily deals list TSU

Bank open Check Bank open position is within

position & Gap Country Guidelines Chief Dealer
Check balances to ensure maintenance at

Nostro Balances | correct levels Dealer

DEPARTMENTAL CONTROL FUNCTION CHECKLIST - DAILY

This is sample list of control functions. Each bank will develop the list according to their need.

PROCESS FUNCTIONS RESPONSIBILITY of 1| 2| 3] 4| 5| s| 7|8l s| o525 a]e| el a5 o]
Savings Officer
Certificates Working supply held by the processing independent
(Sanchayapatras | department:- Check stock with the
working of processing
supply register and advice of sales
Officer
Certificates actually handed over to independent
Do | Customer of lodged in safe custody of working supply

Safe Deposit
Lockers

Number of keys issued to customers to be
reconciled to record of lockers and
Agreement Form

Locker Custodian




Processing Sales
Slips

To send the Cards Unit details of daily
cash advance transactions by fax to
enable card staff to process the
transactions on the same day

Manager

Review Loan Enquiry Report of Sales &
Service Centres and monitor all Loan

Reports approvals and draw-downs.
Ensure that reports are signed by the
Reports reviewers and preserved.
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Appendix 5.3

QUARTERLY OPERATIONS REPORT

Date

From ; Branch Manager.............

To ; Managing Director/ General Manager
Copy : Head of Internal Control Team
Quarterly Operations Report for

the Quarter Endedon ....................

POLICIES, PROCEDURES AND CONTROLS

1 Centrd Bank

The Branch/Centre was last audited by the Centra bank on .......................
We confirm that adeguate corrective actions have been initiated to remove the deficiencies
other than the following papers of their Audit Report.

Audit Paras Origind Target Date Revised
Number
of Rectification Target Date
2. INTERNAL CONTROL (LOCAL)

The Branch’ g/Centre’' s operational functions were aso last audited by the Internal Control on
sy VWE CONFirm that adequate corrective actions have been initiated to remove the
deficiencies other than the following paras of the report.

Audit Paras Target Date Revised
Number

of Rectification Target Date

3. REGULATORY COMPLIANCE




We confirm that regulatory requirements in Bangladesh as outlined by Bangladesh
Bank / other Govt Ministry have been complied with except the following:

Sl. No Compliance Risk Legislation Remarks

CLOSED CIRCUIT TELEVISION (CCTV) ( This para will be used if branches are having
CCTV'sat their premises)

We confirm that operations and recording of day’s activities in CCTV installed in the
branches and ATM'’s where applicable have been checked regularly. The recorded
cassettes are being controlled as per instructions from the MD’s / GM’s office.

Computer ACCESS ( if available)

a We confirm that afull review of “Access Levels’ is made to ensure that no conflicts
exist and no officid is holding both IDs to input transactions and Authorise such
transactions.

b. We aso confirm that Administrator Passwords are held in dual custody and the both
custodians review the Administrator Journal Report and the Audit Tral Report
(which reports all user access maintenance) and investigate al activities on a daily
basis.

CUSTOMER SERVICES STANDARDS

The Customer Services Standards of dl departments have been checked and documented as
per guiddines from Head Office/ Regiona Office. The shortfals detected during the last
quarter have been/will be removed within the target set.

DEPARTMENTAL CONTROL FUNCTIONS CHECK LISTS

a The DCFCLs were completed and documented as per Head Office Guiddines by the
concerned departments which are being/have been verified by the designated
independent officials on

b. We confirm that no shortfals have been identified by the Independent Reviewer
and/or the shortfals identified by him/her are being rectified and will be completed
by under advice to Head of Compliance.

INTERNAL CHECKS




We confirm that all Internal Checks as per Head Office Guidelines applicable to us
are being undertaken by the Independent officials designated in writing. All papers
and the reviewer's certificates are retained under the control of the Unit Head/Branch
Manager/Designated official for future review by the Bangladesh Bank audit team/
Internal Control Team.

COMPLAINTS

We confirm that complaint letters received from Customers were dedlt with in terms of Head
office guiddines. All complaints in the form of statement including pending complaints of
previous quarter have been forwarded to Head of Internal Control Team for his review.

*(Strike out which is not gpplicable)

10.

11.

13.

14.

RECOVERY OF COSTS

We confirm that the costs of telex/swift/telegrams/tel ephone/fax and other charges have been
recovered from the CustomersCorrespondents where applicable and credited to the
gppropriate Recoveries Accounts under Expenses Head.

FRAUDS, FORGERIES & OPERATING LOSSES

Following transaction(s) involving Frauds/Forgeries’Other Operating Losses has’have been
detected during the quarter ended on and reported to Head Office / zona
office/ Bangladesh Bank / Interna Control unit

RETURNS

We confirm that returns to Head Office /Zond Office Bangladesh Bank including those under
Cdendar of Returns have been submitted within the schedule dates except the following:

Title of Return Due Date Reasons for Delay Sent on

LEGAL

We confirm that legal matters are being monitored by us as per Head office/ Zond Office /
internal control units. Return for this haf-year ended March/September has been submitted
to Interna Control degartmenton ..................

COMMUNICATIONS




15.

Following meetings were held during this quarter to improve communication among the
members of Officer/Staff. We enclose a copy of the minutes of the meetings held for
information and record.

Subject of discussong/or Suggestions/Outcome/

Date & Time
Agendain brief Recommendations

FIXED ASSETS

We confirm that:

a Quarterly as on December, March, June and September al items of Fixed Assets
deployed to the branch have been included in the respective departmenta lists and
physical check of al departmental Fixed Assets has been undertaken and verified
with the departmental inventories.

b. The entries passed through Profit and Loss A/c in repect of sale of Fixed Assets for
the half year ended March/September have been reviewed to ensure that no entry is
outstanding in the books .

C. Returns as on 30" September and 31% December showing the Fixed Assets sold
during October to September and January to December have been prepared &
reviewed for tax purposes

d. Fixed Assets of the centre as on 31 March and 30™ September have been physicaly
checked by the independent officers designated by Internad Control team / Zond
Office

PROTECTION OF VALUABLES

1

CHANGE OF KEYS

We confirm that the Key Regigter is being maintained as per prescribed procedure
and keys were 1% changed with the duplicates on August

SAFE CUSTODY

We confirm that Safe Custody items are being maintained under dual custody and the
Last complete independent physical verification of Safe Custody items as per Head
Officel Zonal Office's ingtructions was undertaken on . We enclose a
copy of the certificate received from the designated reviewer(s).



CUSTODIAN(S)

SAFE DEPOSIT LOCKERS

We confirm that keys to unrented lockers are kept in sealed envel opes under dua control and
spare locks and surrendered keys pending change of locks and keys are controlled by two
independent custodians who have no access to locker custodian’s key(s)

We dso confirm that Semi- Annual and Annual Internal Checks are conducted at the
prescribed frequencies and by the independent designated officials.

CUSTODIAN -1 CUSTODIAN -2

(Item 3 applies to branches/centres where lockers are installed)

CONTROLLED STATIONERY

All Controlled Stationery are being kept under dua custody and Bulk/Working
Stocks are being verified as per instructions from Head Office / Zonal Office

TEST KEYS

TEST/KEY SCODE BOOKS are being maintained as per requirements.

SIGNATURE BOOKS

All sgnature books of branches & correspondent banks are being maintained as per
requirements.

CASH/TC/SPSETC.

Cash/TCs/Prize Bonds / Foreign Monies / Sanchaya Patras / Wage Earners
Development Bonds are being dealt with as per requirements— Physical verifications
also being carried out at the frequencies prescribed.

PROOFS/VERIFICATIONS




1. All accounts in GL/ Subsidiary ledger were proved and verified during the quarter
except the following accounts.

Title ofGL/ GSL Difference Date Last Target Date/
Account Amount Reconciled Date Reconciled

We confirm that all outstanding entries in General Suspense (Assets & Liabilities) are
being followed up for early liquidation. We enclose the statements of General

Suspense Accounts as at 31°' March/30™ June/30" September/31°' December for
your perusal.

2. DIFFERENCE ACCOUNTS

We enclose a summary showing the outstanding in Difference Accounts. The entries
relating to differences are being investigated. All unresolved entries will be adjusted
in terms of approval of Head office/ Zonal Office

PERSONNEL & SUPERVISION

1. Following transfers/movements were affected during the quarter (both Officers and
Unionized Staff).

Name From Period worked Transferred W.E.F.
(Dept.) In this department To (Dept.). Date
LEAVE PROGRAMMES
1.  Officers/staff are being granted leave as per leave programme. (Exception are given
below):
Name Category of Staff Numbers of days accumulated

2. Unionized staff has leave entitlement within the prescribed limit of 93 days.
Exceptions having leave accumulation over the limit of 93 days are given below:

Name Number of days accumulated over limit




3. Arrangements have been made to allow all employees including Management
Staff to avail of 10 days uninterrupted leave or half of annual leave entitlement,
whichever is the lesser in terms of service rules.

4. TRAINING PROGRAMME

Following Officers / staffs are undergoing training / have undergone training during

the quarter
Name of Duration of Course
Name
Course attended Course Conducted by
Participant

PREMISES MANAGEMENT

1 FIRE/SAFETY STANDARDS

a) Following items have been checked during the quarter ended
March/June/September/December .

Fire/Safety Procedure Ref: Standard Achieved/Shortfalls detected
i)

i)

iii)

iv)

b. Haf-yearly Self Audit of Fire/Safety Standards was undertaken and the return
submitted to you for the period ended 31% January / 31% duly ....... by a
Separate letteron ..........

C. We confirm that:



ii)

Fire Drill was carried out haf-yearlyon ........... and......... interms
of Emergency Evacuation Standards of Fire/ Safety procedures.

Security Drill was carried out regarding Audible Telers Counter
Alarm Protective System and documented.

Recording of the arrival and departure time of all personnel occupying
the Premises outside working hours and after banking hours are being
documented/reviewed on the Registers maintained for these purposes.

a. All electric wiring were checked by M/S ..o

on

...................... and certificates obtained and kept in file for

future audit / inspection. We enclose a copy of the certificate for our
record.

b. The premises were inspected on holidays by the officers on rotation.
Immediate action was taken on shortfalls detected through the checklist
maintained which is retained after taking appropriate action as applicable for
future audit/inspection.

(Branch Manager)

(Zond Manager)



LOAN DOCUMENTATION CHECKLIST Appendix 5.2

BORROWER:

REGISTERED ADDRESS:

STATUS: Individual / Proprietorship / Partnership / Limited Company A/c No.

First obtain General Documents. Then identify the Collateral, Facility and obtain specific documents listed hereunder. Leave out documents not called
for by the terms of the Credit Approval and Facilities Advice Letter (Sanction Letter).

Sl. DESCRIPTION REQD DATE OF DATE EXPIRY ORIGINAL DOC TAKA AMOUNT
No . DOC. RECEIVED LOCATED IN

©

A. GENERAL DOCUMENTS

1. Letter of Borrower requesting for new
facilities / renewal

2. Authority of Borrow to Borrower (Letter
of authority from partners in case of
partnership concern and resolution in
case of limited company) — with list of
Partners/Directors

3. Form XII certified by RISC regarding list
of existing Directors for limited company

4. Facilities Advice Letter: accepted
unconditionally by Borrower

5. Demand Promissory Note

6. Letter of Continuity

7. Deed of Partnership (for Partnerships;
Borrower / third party), By-Laws etc.

8. Memorandum and Articles of Association
(for limited company Borrower / third
party) with Certificate of Incorporation

9. Letter of Arrangement

10. | Letter of Disbursement

11 | Revival Letter (Form | & I1)

B. LIEN OF ACCOUNT

1. Resolution to lien account proceeds (for
Third Party partnerships and limited
€0s.)

2. Letter of Lien and Set- Off (Pledge
Agreement)

C. PLEDGE OF DEPOSITS/S. PATRA

1. Resolution to deposit (for Third Party
partnerships and limited company)

2. Fixed Deposit Receipts / Sanchaya Patra
/ Bonds endorsed by holder(s)

3. Letter of Guarantee by depositor (if the
deposit stands in the name of Third
Party)




Sl. DESCRIPTION REQD DATE OF DATE EXPIRY ORIGINAL DOC TAKA AMOUNT

No . DOC. RECEIVED LOCATED IN

©

4, Letter of Lien and Set Off (Pledge
Agreement)

5. Letter of Authority for encashment of
Sanchaya Patra/ Fixed Deposits

D. PLEDGE OF SHARES

1. Resolution to deposit (for Third Party
partnerships and limited company)

2. Share certificates

3. Blank transfer forms for each share
certificate (Form 117)

4. Memorandum of Deposit of Shares

5. Letter of Guarantee by the shareholder
(if the share stands in the name of
person other than borrower)

6. Irrevocable letter of authority for
collection of dividends, bonus etc.
addressed by the shareholder to the
relative company.

7. Notice of pledge by the shareholder to
the relative companies.

E. PLEDGE OF INVENTORY

1. Letter of Pledge / Pledge Agreement

2. Letter of Disclaimer (if required)

3. RJSC Search Report (for limited
company partnerships; Borrower / third
party)

4. RJSC Form 18, and receipt of filing with
RISC

5. Certificate of registration from RISC

6. Modification of Letter of Pledge / Pledge
Agreement of Inventory

7. RJSC Form 19, and receipt of filing with
RISC

8. Insurance Policy with EBL as jointly
insured

F. HYPOTHECATION OF INVENTORY

1. Resolution to hypothecate inventory (for
Third Party partnerships and limited
€0S.)

2. Letter of Hypothecation of Inventory /
Hypothecation Agreement

3. RJSC Search Report (for limited
company. partnerships; borrower/third
party)

4. RJSC Form 18, and receipt of filing with
RISC

5. Certificate of registration from RISC

6. Modification of Letter of Hypothecation




Sl. DESCRIPTION REQD DATE OF DATE EXPIRY ORIGINAL DOC TAKA AMOUNT
No . DOC. RECEIVED LOCATED IN
©
of Inventory

7. RJSC Form 19, and receipt of filing with
RISC

8. Insurance Policy - jointly insured

G. | TRUST RECEIPT

1. Trust Receipt Agreement

H. HYPOTHECATION OF
RECEIVABLES/BOOK DEBTS

1. Resolution to hypothecate receivables /
book debts (for Third Party partnerships
and limited company)

2. Letter of Hypothecation of Receivables /
Book Debts (Hypothecation Agreement)

3. RJSC Search Report (for limited
company/registered partnerships;
borrower/third party)

4. RJSC Form 18, and receipt of filing with
RISC

5. Certificate of registration from RISC

6. Modification of Letter of Hypothecation
of Receivables

7. RJSC Form 19, and receipt of filing with
RISC

1. HYPOTHECATION OF MACHINERY
AND EQUIPMENT

1. Resolution to hypothecate inventory (for
Third Party partnerships and limited
c0s.)

2. Letter of Hypothecation of Machinery
and Equipment / Hypothecation
Agreement

3. RJSC Search Report (for limited
company. partnerships; borrower/third
party)

4. RJSC Form 18, and receipt of filing with
RISC

5. Certificate of registration from RISC

6. Modification of Letter of Hypothecation
of Machinery & Equipment

7. RJSC Form 19, and receipt of filing with
RISC

8. Latest list of machinery & equipment

9. Insurance Policy with EBL as jointly
insured

J. ASSIGNMENT OF RECEIVABLES

1. Resolution to assign receivables (for

Third Party partnerships and limited
€0S.)




Sl. DESCRIPTION REQD DATE OF DATE EXPIRY ORIGINAL DOC TAKA AMOUNT

No . DOC. RECEIVED LOCATED IN

©

2. Deed of Assignment of receivables

3. Notification and acknowledgement of
assignment and confirmation of
receivables from the debtor

K. MORTGAGE

1. Letter of nomination of third party
mortgagor from Borrower with attested
specimen signature of mortgagor

2. Resolution to mortgage and guarantee
(for Third Party partnerships and limited
company)

3. Copy of valid ID (for Third Party
individual mortgagor)

4. Personal Guarantee from Third Party
mortgagor

5. Original title deeds of mortgagor and
previous owners (Bia- Deed)

6. C.S., S.A. and R.S. Parchas

7. Mutation Parchas in mortgagor’s name,
certified by Assistant Commissioner of
Land

8. Duplicate carbon receipt for mutation
case

9. Letter of no objection of lessor for
mortgagor to mortgage (for leasehold
property)

10. | Land development tax receipts of the
immediately preceding Bangali year

11. | Municipal holding tax receipts for
property in municipalities

12. | Building/factory plan with letter of
approval

13. | Real Estate Appraisal / Valuation report

14. | RJSC Search Report (for limited
company/registered partnerships;
borrower/third party)

15. | Memorandum of deposit of title deeds
(for equitable mortgages) with legal
counsel’'s approved draft.

16. | Mortgage Deed and registration receipt
endorsed by mortgagor (for
legal/Registered mortgage) along with
Power of Attorney

17. | RJISC Form 18, and receipt of filing with
RJSC if property in the name of Itd cos.

18. | Certificate of registration from RIJSC

19. [ Modification of Memorandum of deposit
of title deeds

20. | RJSC Form 19, and receipt of filing with
RISC

21. | Income Tax Clearance Certificate as

required for Registration

22.

Non Encumbrance Certificate from Land




Sl. DESCRIPTION REQD DATE OF DATE EXPIRY ORIGINAL DOC TAKA AMOUNT
No . DOC. RECEIVED LOCATED IN
©
Registrar
L. GUARANTEE
1. List of Directors/Partners with specimen
signatures, certified by company
secretary or chairman, or managing
partner (for limited company and
partnerships)
2. Resolution to guarantee (for limited
company and partnerships)
3. Net Worth Statements (NWS) for
individuals/guarantors
4. Letter of Guarantee
5. Letter of Counter Indemnity
M. [ TERM LOAN AGREEMENT
1. Term loan agreement between Borrower
and EBL
2. Draft Term Loan Agreement approved
by Head of Credit Risk Management
Division and Legal Counsel.
N. SECURITY SHARING AGREEMENT
1. Security Sharing Agreement
2. Draft Security Sharing Agreement
approved by Head of Credit Risk
Management Division and Legal Counsel.
O. | SYNDICATION
1. Accepted Mandate Letter
2. Accepted Term Sheet
3. Information Memorandum
4. Participation letters
5. Facilities Agreement
6. Powers of Attorney of participants
7. Accepted Fee Letter
8. Legal counsel’s opinion
9. Head of Credit Risk Management and
Legal Counsel approval of documents.
P. OTHER DOCUMENTS
DEPARTMENT/UNIT NAME DATE SIGNATURE

RELATIONSHIP MANAGER:

CREDIT ADMINISTRATION:




Appendix 5.4

TELEGRAM BANGLADESH BANK BANKING
REGULATIONS&
BANGLABANK HEAD OFFICE POLICY DEPARTMENT
DHAKA

23 December, 2002

BRPD CIRCULAR NO. 12 DATED:
09 Poush, 1409

Chief Executive Officer
All Scheduled Banksin Bangladesh

Dear Srs,
Congtitution of the Audit Committee of Board of Directors

Audit Committee of the Board of a bank can play an effective role in providing a
bridge between the board and management, shareholders, depositors and stake-
holders and help in ensuring efficient, safe and sound banking practices. Rate of the
audit committee is also important in evolving an effective procedure for financial
reporting disclosure, devel oping a suitable internal control system and maintaining
liaison with internal and external auditors to minimize various business risks.
Moreover, new business opportunities and increased competition due to globalization
of markets, increased use of electronics and information technology, increased
complexity of transactions, accounting standards and regulatory requirements are
contributing to and expansion of the role of audit committee. Under the above
circumstances, as part of the best practices, banks are advised to constitute Board's
Audit Committee and the following regulations are being issued by Bangladesh Bank
for compliance by the banks:-

02. Over all Purpose/Objectives

The audit committee will assist the board in fulfilling its oversight responsibilities
including implementation of the objectives, strategies and overal business plans set
by the board for effective functioning of the bank. The committee will review the

financial reporting process, the system of internal control and management of
financid risks, the audit process, and the bank's process for monitoring compliance
with laws and regulations and its own code of business conduct.

cont/p-2

Doc-2



03.

@

1)

)

(b)

Doc-2

2-

Roles and Responsibilities of the Audit Committee

The audit committee will:

Internal Control

Evaluate whether management is setting the appropriate compliance culture by
communicating the importance of interna control and the management of risk and

ensuring that al employees have understanding of their roles and responsibilities;

Review the arrangements made by the management for building a suitable
Management Information System (M1S) including computerization system and its
applications ;

(3) Consider whether internal control strategies recommended by internal
and external auditors have been implemented by the management ;

(4) Review the existing risk management procedures for ensuring an
effective internal check and control system ;

(5) Review the corrective measures taken by the management as regards
the reports relating to fraud-forgery, deficiencies in internal control or other
similar issues detected by internal and external auditors and inspectors of the
regulatory authority and inform the board on a regular basis .

Financial Reporting

(1) Review the annual financial statements and determine whether they are
complete and consistent with the accounting standards set by the regulatory
authority ;
(2) Meet with management and the external auditors to review the financial
statements before their finalization .
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Internal Audit

Q) Review the activities and organizational structure of the internal audit
function and ensure that no unjustified restrictions or limitations is made ;

Review the efficiency and effectiveness of interna audit function ;

3) Review that findings and recommendations made by the internal auditors
for removing the irregularities detected and also running the affairs of the bank
are duly considered by the management.

External Audit

1) Review the auditing performance of the external auditors and their audit
reports ;

Review that findings and recommendations made by the externa auditors for
removing the irregularities detected and aso running the affairs of the bank are
duly considered by the management.;

3) Make recommendations to the board regarding the appointment of the
external auditors.

Compliance with existing laws and Regulations

Review whether the laws and regulations framed by the regulatory
authorities (central bank and other bodies) and internal regulations approved by
the board have been complied with.
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Other Responsibilities

1) Place compliance report before the board on quarterly basis regarding
regularization of the errors & omissions, fraud and forgeries and other
irregularities as detected by the internal and external auditors and inspectors of
regulatory authorities ;

(2) Perform other oversight functions as requested by the board and evaluate
the committee's own performance on a regular basis .

Organization

1) The audit committee will comprise of 03 (three) members ;

2 Members of the committee will be nominated by the board of directors
from the directors ;

3) Members may be appointed for a 03 (three)-year term of office ;

4 Company secretary of the bank will be the secretary of the audit
committee .
Qualifications of the M ember

Q) Integrity, dedication, and opportunity to spare time for the committee will
have to be considered while giving nomination a director to the committee ;

2 Each member should be capable of making valuable and effective
contributions in the functioning of the committee ;
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3) To perform his or her role effectively each committee member should
have adequate understanding of the detailed responsibilities of the committee
membership as well as the bank's business, operations and its risks .

M eetings

(1) The audit committee should hold at least 3/4 meetings in a year and it can
seat any time as it may deem fit ;

2 The committee may invite such other persons (e.g. the CEO, head of
internal audit) to its meetings, as it deems necessary ;

(3) The internal and external auditors of the bank should be invited to make
presentations to the audit committee as appropriate ;

(4) To maximize effectiveness, detailed memorandum to be discussed in the
meeting should be distributed to committee members well in advance of the
meeting to allow proper consideration of enclosed papers ;

The proceedings of all meetings will be minuted .

Please acknowledge receipt.
Yours faithfully,

(MD. JAHANGIR ALAM )
DEPUTY GENERAL
MANAGER
PHONE:7125844
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