[image: image1.wmf] 

[image: image2.wmf] 





March 30, 2012
The Manager

Punjab National Bank,
JOWAR (DISTT-UNA)                                
Himanchal Pradesh                               
Dear Sir,

Sub: Audit of the accounts of your Branch for the year 2011-12-Audit engagement/ Management Representations:

You have already been informed by your Management, that we have been appointed as the auditors to audit and report on the accounts of the Branch for the year 2011-12.

 We have accepted the appointment, and we confirm that the audit shall be carried out in accordance with the applicable legal provisions and the regulatory requirements, besides the applicable authoritative pronouncements of the Institute of Chartered Accountants of India, with the objective of expressing an opinion on the Branch financial statements. For this purpose we will perform sufficient tests to obtain reasonable assurance as to whether the information contained in the accounting records and other source data is reliable and sufficient as the basis of the preparation of the financial statements; and whether the information is properly presented in the said statements.

You are aware that the responsibility for the preparation of the financial statements including adequate disclosure is that of the Management, and this includes the maintenance of adequate accounting records and internal controls, the selection and consistent application of appropriate accounting policies, including implementation of applicable accounting standards along with proper explanation relating to any material departures from those accounting standards. The management is also responsible for making judgments and estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the Branch at the end of the financial year and of the profit or loss of the Branch for that period, and the safeguard of the assets of the Bank/branch.

We will conduct our audit in accordance with the auditing standards generally accepted in India and with the requirements of law. These Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. However, having regard to the test nature of an audit, persuasive rather than conclusive nature of audit evidence together with inherent limitations of any accounting and internal control system, there is an unavoidable risk that even some material misstatements of financial statements, resulting from fraud, and to a lesser extent error, if either exists, may remain undetected. 

In addition to our report on the financial statements, we expect to provide you with a separate letter concerning any material weaknesses in accounting and internal control systems which might come to our notice through the Long Form Audit Report (LFAR), or otherwise.

We also wish to invite your attention to the fact that our audit process is subject to `peer review’ under the Chartered Accountants Act, 1949 and the reviewer may examine our working papers during the course of such review. 

We wish to complete some audit procedures even prior to the year-end, depending on your state of readiness/response.

In view of the severe time constraints imposed, we are confident you will make available to us, within the dates stipulated, the following Branch returns/statements duly completed, pre- reviewed and duly authenticated, to enable us to furnish our reports in the form and manner desired of us by law or by the Reserve Bank of India and not necessarily in the form and manner prescribed by the Bank. 

Statements/returns:

a) the Balance Sheet as at 31.3.2012;

b) the Profit and Loss Account for the year 2011-12;

c) the statements relating to the particulars of Advances as at 31.3.2012; and

d) other supporting returns/statements/annexures (including those covering also the LFAR requirements).

Information/ clarifications as stated in Annexure `I' to this letter in connection with our assignment, may please also be expedited.

To enable us to monitor the progress of the audit and completion of the assignment, please indicate/mention, the actual date(s) of completion as well as handing over to us of each statement/return/ confirmation or other information required to be prepared by you (as per the contents of the letter of appointment sent to us), by your endorsement on each such statement/return/confirmation, before the same (duly authenticated) are handed over to us at our arrival to branch.

We await your commitment.

As part of the audit process, we will expect to receive from the Management, written confirmation of the representations made to us and a written response (para-wise), to our requirements is imperative, and such response is to be based on your verification of facts. 

We shall be grateful if you could confirm the name(s) of the Officer(s) designated by the Branch to comply with our requirements in connection with the audit, so that our reports are expedited.

We shall appreciate your co-operation in the matter. 

Thanking you,

Yours faithfully,

For M/S PEEYUSH SHARMA & CO.

CHARTERED ACCOUNTANTS

CA. PEEYUSH SHARMA

FCA, DISA (ICA)

Annexure I to letter dated March 30th, 2012
Annexure I to letter dated March 30th, 2012

In order to enable us to finalise the audit programme and furnish our report on the audit of the accounts for the year 2010-2012 of your branch, may we request you to keep the following information/ clarification ready and make the same available to our audit team at the earliest:

1. Latest Reports

The following latest reports on the accounts of your Bank, and compliance by the Bank on the observations contained therein may be kept ready for our perusal:

· Latest RBI Inspection Report; 

· Internal/ Concurrent Audit Reports; 

· Head Office Inspection Reports; 

· Internal Inspection Reports; 

· Revenue Audit Report (if any); 

· Income and Expenditure Control Report (if any); 

· Report on any other Inspection/ Audit that may have been conducted during the course of the year relevant to the financial year 2011-2012 

2. Circulars in Connection with Accounts

Please let us have a copy of the Head Office circulars/ instructions in connection with the closing of your accounts for the year, to the extent not communicated to us or incorporated in our letter of appointment

3. Accounting Policies

Kindly confirm whether, as compared to the earlier year, there are any changes in the accounting policies during the year under audit. If so, please let us have a list and a copy of the accounting policy/ies amended by the bank during the year covered by the current audit and compute the financial effect thereof to enable us to verify the same

4. Deposits

a) Please let us have the Interest rate structure, applicable for the current year, for all the types of deposits accepted by the branch

b) Kindly confirm having transferred Overdue/ Matured Term Deposits to Current Account Deposit. If not, details/ particulars of credit balances comprising Overdue/ Matured Term Deposits as at the year–end which continue to be shown as Term Deposit, particularly where the branch does not have any instructions/ communication for renewal of such deposits from the account holder and amount of provision of interest made on such overdue/ matured term deposits, should be separately marked out and be kept ready for our reference

5. Advances
a) Kindly confirm whether in respect of the advances against tangible securities, the branch holds evidence of existence and latest market value of the relevant securities as at the year–end

b) Kindly inform the year–end status of the accounts, particularly those which have been adversely commented upon in the latest reports of RBI/ Internal Auditors/ Concurrent Auditors/ Statutory Auditors, etc on the branch as also accounts in respect of which provisions have been made/ recommended as at the previous year–end

Information in relation to such advances accounts where provision computed/ recommended may please be prepared indicating:

i Name of the borrower

ii Type of facility

iii * Total amount outstanding as at the year–end (both for principal and interest) specifying the date upto which interest has been levied and recovered

iv Particulars of securities and value on the basis of latest report/ statement

v Nature of default and action taken

vi Brief history and present status of the advance

vii * Provision already made/ recommended

viii NPA since when (please specify the date)

* Corresponding figures for the previous year–end may please be given

c) Kindly confirm whether the borrowers’ account have been categorised according to the norms applicable for the year into Standard, Sub–standard, Doubtful or Loss assets, with special emphasis on Non–Performing Assets (NPA) and whether such classification has also been made applicable by the branch to advances with balances of less than Rs.25,000 each

Kindly confirm whether you have examined the accounts and applied the norms borrower–wise and not account–wise for categorising the accounts. Please let us have the particulars of provisions computed/ recommended in respect of the above during the financial year under audit

d) A list of all advances accounts which have been identified as bad/ doubtful accounts and where pending formal sanction of the higher authorities, the relevant amount have not been re–classified/ re–categorised in the book of the Branch for provision/ write off. This covers all account identified by the Branch or internal/ external auditor or by RBI inspectors but the amount has not been written–off wholly or partly

In case the Bank has recommended action against the borrowers or for initiating legal or other coercive action for recovery of dues, a list of such borrowers’ accounts may be furnished to us

e) Please let us have a list of borrowers’ accounts where classification made as at the end of the previous year has been changed to a better classification, stating reasons for the same

f) Kindly also confirm whether any income has been adjusted/ recorded to revenue, contrary to the norms of income recognition notified by the Reserve Bank of India and/ or Head Office circulars issued in this regards; and particularly where the chances of recovery/ realisablity of the income are remote

Kindly also confirm whether any income has been recorded on Non–Performing Accounts other than on actual realization.
7. Outstanding in Suspense/ Sundry Account

Kindly let us have a year–wise/ entry–wise break up of amounts outstanding in Suspense/ Sundry accounts as on March 31, 2012. Kindly explain the nature of the amounts in brief. Supporting evidences relating to the existence of such amounts in the aforesaid accounts may be kept ready at the branch for verification. Reasons for non–adjustment of items included in these may be made known

8. Inter–branch/ Office Accounts/ Head Office Account
a) Please let us have a statement of entries (head–wise) which originated prior to the year–end at other branches, but were responded during the period after March 31, 2012 at the branch

b) Date–wise details of debits in various sub–heads relating to Inter–branch transactions and reasons for outstanding amounts particularly those, which are over 30 days as at the Balance Sheet date

9. Contingent Liabilities

a) Kindly confirm whether other than for advances, there are any matters involving the Bank in any claims in litigation, arbitration or other disputes in which there may be some financial implications, including for staff claim, municipal taxes, local levies etc If so, these may be listed for our verification, and you may confirm whether you have included these as contingent liabilities

b) Kindly confirm whether guarantees are being disclosed net of margins, or otherwise as at the year–end, and whether the expired guarantee where the claim year has also expired, continue to be disclosed in the Branch return. Please confirm specifically

10. Interest Provision

a) Kindly confirm whether interest provision has been made on deposits etc in accordance with the latest instruction of the RBI/ interest rate structure of the bank. A copy of such instructions/ rate structure may be made available for our scrutiny

b) Kindly confirm whether any amount recorded as income upto the year–end, which remains unrecovered or not realisable, has been reversed from any of the income heads or has been debited to any expenditure head during the financial year. If so, please let us have details to enable us to verify the same

c) Kindly confirm the accounting treatment as regards reversal, if any of interest/ other income recorded up to the previous year–end; and the amount reversed during the year under audit i.e. income of earlier years derecognised during the year

11. Foreign Currency Outstanding Transactions

a) Kindly confirm whether amount outstanding as at the year–end have been converted as at the year–end rates prescribed by FEDAI. An authenticated copy of the FEDAI rates applied may be given for our records

b) Kindly confirm the amount of inward value of foreign currency parcels, if any, which originated prior to the year–end from other banks, but could not be recorded as these were in transit and for which entries were made after the year end

12. Investment/ Stationery

For Investment held by the branch:

a) These may be produced for physical verification and/ or evidence of holding the same be made available

b) Stock of unused security paper stationery/ numbered forms like B/Rs, SGL forms, etc may please be produced for physical verification

c) It may be confirmed whether income accrued/ collected has been accounted as per the laid down procedure

d) It may be confirmed whether Investment Valuation has been done as per the extant RBI guidelines

13. Long Form Audit Report – Branch response to the Questionnaire

In connection with the Long Form Audit Report, please let us have complete information as regards each item in the questionnaire, to enable us to verify the same for the purpose of our audit

14. Tax Audit in terms of Section 44AB of the Income–tax Act, 1961

Please let us have the information required for the tax audit under section 44AB of the Income–tax Act, 1961 to enable us to verify the same for the purpose of our report thereon

15. Other Certification

Please furnish us the duly authenticated information as regards other matters, which as per the letter of appointment require certification

16. Bank Reconciliation & Confirmations

Please let us have, the duly reconciled statements for all Nostro as well as Local bank accounts. A copy of the year–end balance confirmation statements should also be called for and kept ready for our review

17. Books of accounts and records

Kindly keep ready all the records like vouchers, documents, Fixed Assets Register, etc for our verification

We shall appreciate your kind co–operation in the matter

Thanking you,

Yours truly,

For M/S PEEYUSH SHARMA & CO.

CHARTERED ACCOUNTANTS

CA. PEEYUSH SHARMA

FCA, DISA (ICA)

Office No.6, 2nd Floor, Uttranchal Complex, Haridwar Road, Dehradun, Uttarakhand, Pin-248001. Contact No. : +91- 9897278300, E-mail: peeyushsharma.ca@gmail.com
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