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INDEPENDENT AUDITOR’'S REPORT IN THE FINANCIAL STATEMENTS
TO GENERAL BODY OF SKS Foundation

Opinion

We have audited the financial statements of “SKS Foundation”, which comprise the
Statement of Consolidated Financial Position as at 30™ June 2021, Statement of
Comprehensive Income, Statement of Cash Flows, Statement of Receipts and Payments
Accounts for the year then ended 30" June 2021, and notes to the financial statements,
including a summary of significant accounting policies and explanatory notes.

In our Opinion, the accompanying financial statements of “SKS Foundation "“give a true
and fair view of the financial position as at 30" June 2021 and its financial performance,
Statement of Cash Flows and its Receipts & Payments for the year then ended in accordance
with International Financial Reporting Standards (IFRS) and other applicable laws and
regulations.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Organization in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Bangladesh, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the
Consolidated and Separate Financial Statements and Internal Controls.

Management is responsible for the preparation of financial statement that give a true and fair
view in accordance with the Accounting policies and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Organization’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Organization or to cease operations, or has no realistic alternative but
to do so.

Those charged with governance are responsible for overseeing the Organization's financial
reporting process.
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Auditor’s Responsibilities for the Audit of Financial Statements

Our objectives are to obtain reasonable assurance about whether financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, international omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstance, but not for the purpose of expressing an
opinion on the effectiveness of the organization’s internal control.

o Evaluate the appropriateness of accounting polices used and the reasonableness of
accounting estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Organization’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s reports to the related disclosers in the consolidated
and separate financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Organization to cease to
continue as a going concern.

« Evaluate the overall presentation structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underling transactions
and events in a manner that achieves fair presentation. We communicate with those charged
with governance regarding, among other matters, the planed scope and timing of the audit
and significant audit finding, including any significant deficiencies in internal control that we
identify during our audit.
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Report on other Legal & Regulatory Requirements
We also report the following:

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

b) In our opinion, proper books of accounts as required by law have been kept by & Rules
have been kept by "SKS Foundation” so far as it appeared from our examination of these
books, and

c) The statement of financial position and statement of comprehensive income dealt with by

the report are in agreement with the books of account.
: A.—M’\J ;

Md. Mohiuddin Ahmed Rajib, FCA, CFC
Menmtbership No. 1046

Partner

Ashraf Uddin & CO.

Chartered Accountants

bV 9111201046A0109110

Dated: Dhaka
31% August, 2021
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Ashraf Uddin & CO.
Chartered Accountants

SKS Foundation

Notes to the Accounts
For the year ended June 30, 2021

Background
The Organization

SKS Foundation, a non-government development organization established in 1987, has been
implementing development interventions in poverty stricken northern part of Bangladesh
envisioning - “a poverty free society where human rights and social justice be promoted, built local
capacity, eliminated gender discrimination and reduce climate-change-vulnerability reduced”
where social, economic and environment are the programmatic sectors.

Strategic Aims and objectives of the organization

Aims

- To combat all social injustice and inequalities particularly for women and socially
disadvantaged people.

- To improve food security through skills development and income generation.

- To adapt to climate change vulnerability and to mitigate disaster risk.
- To improve access to and quality of basic services for the poor people.

Objectives

The SKS Foundation has to meet the following objectives:

- To improve primary health care and hygiene systems

- To improve pre-primary and public primary education systems

- To decrease gender disparity and disparity between casts through social, economic and
political empowerment

- To develop and support peoples’ organizations so that they advocate for and establish rights of
the disadvantaged people

- To conserve and promote cultural heritage of socially marginalized groups such as minorities,
Horizon and Adivashi

- To increase knowledge and skills of poor people to make them productive human resources
through income generation

- To establish a sound resource base (financial and others) for the Community Based
Organization (CBO) and the organization-SKS through external resource mobilization

- To increase self-reliance of both the CBOs and the organization-SKS through external and
internal resource mobilization

- To increase peoples’ knowledge and capacity to adapt to climate change vulnerability and to
contribute to conserving the natural resources

- To promote disaster resilient activities for sustainable adaptation to climate change.

Corporate information of SKS Foundation

Sl. No. | Name of the MFI SKS Foundation
1 Year of establishment 1987
2 Legal Entity (MRA Registration No.) 01621-00534-00045
3 Nature of operations (Programmes) Social Empowerment, environment al,
Quality Basic Service and Economic
Empowerment programme
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Ashraf Uddin & CO.
Chartered Accountants

Statutory Audit conducted up to

June 30, 2021

Name of statutory auditor for last year

Ashraf Uddin & Co.

Name of statutory auditor for current year

Ashraf Uddin & Co.

~Nion| |

FY 2020 — 2021

No. of Executive committee meeting held

8 times.

8 Date of last AGM held

September 25, 2020

List of Executive Committee Members:

FName Qualification | Profession Present Address
Mr. Ayub Ali, M.S.S, M.Phil, Service- House No: 1064/4/A, East Sewrapara,
Chairperson Sociology holder Post.: Mirpur-1216, Kafrul, Dhaka
Mst. Parvin Akter MA Service- House No. 6, Road No. 1/L,
Vice- Chairperson holder Mastarpara, Gaibabdha
Mr. Rasel Ahmed Liton MBA Service- House No: 13A, 294, Kalibaripara,
Member Secretary holder Poshu Hospital Road, Gaibandha
Mrs. Prity Dey, B.Sc. Service- Vill: Bharatkhali Post: Bharatkhali,
Treasurer holder P.S: Shaghata, Gaibandha
Rafiqul Islam Sarkar, MA Service- Nayatola, Azizar Rahman Street,
Executive Member holder Post: Saidpur, Upazilla: Saidpur.

Dist.: Nilphamari

Md. Nashir Uddin Faruq MSS Service- House # 8, Road # 10, Mohammadia
Executive Member (Sociology) holder Housing Society, Dhaka-1207
Mst. Sharifa Begum BA Service- Mastarpara, Gaibabdha.
Executive Member holder

Basis of preparation of financial statements

3

4.1

4.2

4.3

Basis of Accounting

The Financial Statements have been prepared under historical cost convention on accrual basis,
excepting service charge which are computed following cash basis of accounting. All activities
included in the accounts are continuing in nature that is the Financial Statements have been
prepared on going concern basis.

Summary of Significant Accounting Policies

Currencies

All organization’s assets, liabilities, capital fund, income and expenditure are stated in terms of
Taka (Local currency). Figures have been rounded off to the nearest taka and previous year’s
figures have been rearranged, where necessary, to conform to current year’s presentation.

Revenue Recognition

Revenue is recognized in the accounts on accrual basis excepting service charge.

(i) Interest income

Interest income is recognized on accrual basis.

Service charges

on loan

Service charge from beneficiaries/end-users in Micro Credits is recognized in the accounts
on actual realization.

15




4.4

51

5.2

5.3

Ashraf Uddin & CO.
Chartered Accountants

(i) Interest expenses

Interest on loan is recognized on accrual basis.

(iv) Other expenses

Other expenses is recognized in the accounts on accrual basis.

(v) Interest paid on savings

Interest on savings is recognized in the accounts on accrual basis.

Fixed Assets and Depreciation

Fixed Assets have been stated at cost less accumulated depreciation. Depreciation has been
charged on fixed assets using reducing balance method at rates varying from 5% to 25%
depending upon the useful life of each asset.

Significant Organizational Policies
Loan Loss Provision: Loan Classification, Loan loss provisioning and Write off Policy

SKS Foundation classified loan into five categories as per Microcredit Regulatory Authority (MRA)
guideline, which are mentioned below:

Loan balance on which on installment is overdue (Standard Loan).
Loan overdue for 01 to 30 days outstanding (Watchful Loan).

Loan overdue for 31 to 180 days outstanding (Sub-Standard Loan).
Loan overdue for 181 to 365 days outstanding (Doubtful Loan).
Loan overdue above 365 days outstanding (Bad Loan).

SKS Foundation creates the provision 1% on standard loan outstanding, 5% on watchful loan
outstanding, 25% on sub-standards loan outstanding, 75% on doubtful loan and 100% on bad

loan outstanding.
Loan to Beneficiaries
SKS Foundation follows the following policies to disburse the loan to the beneficiaries:

a) To avail loan, beneficiaries should deposit at least 10% of required loan amount to the
savings fund.

b) 24% declining interest will be charged on Jagoran, Agrosar, IGA,RMC, UMC, ME-GOB,
20% on Buniad,19% on SMAP, 18% on LRL, Agrasor-MDP on 18% to 24% and 4% on
LIFT, 2% per month on Seasonal Loan and 8% on DML for the loan amount.

c) The loan has to be refunded by the beneficiaries generally on weekly basis.
d) The beneficiaries have to be the member of the group savings fund.
e) The principal amount of loan and proportionate service charges are collected in equal

weekly/monthly/quarterly installments.

Savings collection

SKS Foundation follows the following policy to collect the savings:

a) A samity has to be established consisting of at least 10-30 members.

b) Savings will be collected Tk. 20 to 50 on weekly basis.

c) Savings will be collected Tk. 5-10 on weekly basis for Ultra Poor Program.

d) The collected savings will be deposited to the bank on the same day.

e) 6% to 11% interest will be paid to the members on yearly basis of their savings.
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5.4

Grant/ Donation accounting

Ashraf Uddin & CO.
Chartered Accountants

Grant and donation receipt is recognized in the accounts on actual realization.

5.5 Grant/Subsidies/Donation (non- refundable) received (2020 - 2021)

Donor Name of Project Duration of the Total Received in
Project Committed | 2020- 2021
Fund Taka
Taka (In Lac)
(In Lac)
USAID Strengthening Household January 16 to Dec 22 4800.00 334.34
through Ability to response to
CARE-BD Development Opportunists
(SHOUHARDO 1Il) Project
Action Aid Promoting Opportunities for January-16 to Dec-20 1396.00 144.00
Bangladesh | Women’s Empowerment and
Rights (POWER) Project
Gaibandha
Action Aid Promoting Opportunities for January-16 to Dec-20 1396.00 148.85
Bangladesh | Women's Empowerment and
Rights (POWER) Project
Lalmonirhat
Action Aid Making Market Work for January-16 to June-21 360.00 59.35
Bangladesh Women (MMWW) Project
Oxfam GB Resilience through Economic April-12 to Nov-22 300.47 68.30
Empowerment Climate
Adaptation Leadership and
Learning (REECALL) Project
Oxfam - GB Empowering Local and Oct-16 to March-21 190.61 18.06
National Humanitarian Actors
(ELNHA)
BRAC Education Support January-12 to 112.74 8.89
Programme December-20
Water Aid Urban Sanitation Hygiene January-13 to March-21 1300.00 170.30
Bangladesh | Water Advancement (USHWA)
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Ashraf Uddin & CO.
Chartered Accountants

Water Aid WASH in Institutions | January-13 to March- 350.00 65.71
Bangladesh 22
Water Aid South Asian WASH January-13 to March- 550.00 69.28
Bangladesh Result Project-11 21
Water Aid Wash in School (WinS) September-16 to 350.00 160.88
Bangladesh Project March 21
Manusher Jonno Action for Socio- January 19 to 31 300.00 119.29
Foundation (MJF) economic Security and Dec-21
Rights for Excluded
and Marginalized
Women and Girls (ASR
for EMWG)
World Vision SHOMQOTA July-18 to Dec 22 300,00 55.62
Bangladesh
Swiss Contact- Making Markets Work September-12 to 125.00 30.56
Bangladesh for Jamuna, Padma November-23
and Teesta Chars (
M4C)
TDH-N Initiative for Married December 16 to Dec 362.00 30.82
Adolescent Girls’ 20
Empowerment Phase
1T (IMAGE Plus)
Andheri-Hilfe e.V. Sustainable Livelihoods July-17 to Mar21 1513.69 311.25
Bonn, Germany for the Marginalized
Communities Living in
Gaibandha District
(SLMC)
Andheri-Hilfe e.V. Prevention of July 18 to June 22 226.00 65.24
Bonn, Germany Avoidable Blindness
(PAB)
Max Foundation Max WASH-IT July-2017 to Nov21 700.00 234.06
July'14 to June22 1882.74 332.74

PKSF

Enhancing Resources
and Increasing
Capacities of the Poor
Households Towards
Elimination of their
Poverty (ENRICH) and
FPEPP
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Continuation Sheet

SKS Foundation
Microcredit Program
Eligibility Criteria Compliance Certification

For the year ended June 30, 2021

We have audited the Financial Statements of SKS Foundation for the year ended June 30, 2021. On the basis of our audit, we certify below the
compliance of SKS with the eligibility criteria under the Loan agreement between Palli Karma-Sahayak Foundation (PKSF) and the Partner

Organization:
Ratio Analysis:
Parformance Parameters Deferent Aspects PKSF Standard 2020-2021 2019-2020
Debt : Capital Max 9:1 8.11:1 8.41:1
Long Term Solvency Ratio  |Capital Adequacy Min 10% 12.75% 11.95%
Debt Service Cover Ratio 1.25:1 1.06:1 1.01:1
; Current Ratio Min 2:1 2191 2.20:1
Short Term Selvency Ratio
Liquidity to Savings Ratio Min 15% 47,04% 43.29%
o ) Return on Capital (ROE) Min 1% 27.36% 5.22%
Profitability Ratio -
Return on Asset (ROA) Min 3% 2.83% 0.56%
Member/Branch 1500-2000 1272 1207
Credit Officer : Member 1:300-400 265 256
Borrower Coverage Min 70% 99% 85%
Productivity Ratio Credit Officer/Borrower 1:240-250 262 219
Credit Officer : Total Staff 1:1.50-1.70 1:1.65 1:1.65
‘?;3(111 Officer : Loan Outstanding (Lac 1:25.30 1:80 168
Total Overdue (Tk.) 85913269 144251650
Bad Loan 26582211 84538762
OTR (%) Min 92% 100.00% 99.01%
Portfolio Quality Ratio CRR Min 92% 99.78% 99.55%
PAR (%) <_ 10% 2.07% 3.96%
Good Loan as a Percentage of loan 97 93% 96.03%

Outstanding
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Continuation Sheet

1 Debt to Capital Ratio

2 Capital Adequacy Ratio :

3 Debt Service Cover Ratio

4 Current Ratio:

5 Liquidity to Savings Ratio

6 Rate of Return on Capital (ROE)

Workings of Ratio Analysis (Consolidated)

For the year ended 30,June -2021

_ PKSF & Banks Loan Balance, Savings, Insurance, Deposits,Others Fund, Payable

Total Capital (Net worth)
068940979+2103115885+72497870+2187615155+275649539

691590749
5607828428

691590749

Total Capital Fund (Net Worth) % 100

Total Assets- (Cash+Bank+STD)

601500749 e

6586950453 - (171291726+989728477)

691590749 o

= 12.75%

5425930250

_ Surplus for the year + total principal and service charge payable to PKSF & Banks for the year

Total pincipal and service charge payable to PKSF & Banks for the year

166425594+445841676+2217670986+26404377+244393291

445841676+2217670986+26404377+24439321

3,100,735,924

2,934,310,330

Cument Assets + (Loan Outstanding - One year past overdue)

Current Libilities

6475844727+(5170692937-26582211)

5301571497

11619955453

= 21911

5301571497

Cash in Hand , Cash at Bank & Savings FDR Deposit Balance % 100

Total Savings Fund

1029041726 % 100

2187615155

Surplus for the year %100

Average Capital Fund

166,425,594 %100

(525155244+691590749) 2

166,425,594 < 100

608372996.5
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Continuation Sheet

7 Return on Asset (ROA) :

Total Net Income (Last one Year Profit/ Loss) % 100
Average Assets
s 166,425,594 % 100
- (6586950453+5158899136 )/ 2
= 166,425,594
) 5872924795 MR
= 2.83%
8 Cumulative Recovery Rate(CRR):
_ Cumulative Recovery- Advance Recovery (At the end of this year) x 100

( Cumulative Recovery-Advance Recovery)+ Overdue{ Principal)

38811793852 - 156287598 % 100
(38811793852 - 156287598) + 85913269

38655506254
- 38741419523 *100

CRR=99.78%

9 On Time Recovery Rate(OTR):

Total Loan recovery for the year

= x 100
Total Loan recoverable for the year
o 5771933478
5771933478 ol
OTR =  100.00%
10 PAR:
- 0D Loane Loan Qutstanding - X 100
Loan Qutstanding
_ 106936207 % 100

5170692937

= 2.07%
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