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[bookmark: _Toc44669358]Executive Summary
		
[bookmark: _GoBack]This internship report titled ‘Internal Audit Procedure of Banks: An Experience at Howladar Yunus & Co. “Chartered Accountants” is written based on 12 weeks I work as intern a part of internship program done in Howladar Yunus & Co. Chartered Accountants. This report is an integration of the knowledge of under-graduation program and full of experience about the practical workplace. The aim of this report is to show-case the procedures and processes that are followed by auditors during an audit and procedures of banking sector followed by Howladar Yunus & Co. Chartered Accountants, where the internship had taken place. The report has been segmented into five different chapters. In the chapter 1, it covers the purpose and the reasons for which the report has been prepared, objective of this report, significance of preparing the report, and limitation and difficulties that were faced when preparing this report. It also covers the types of information that has been used in order to complete the report. Chapter 2 covers a light overview and history of the firm and existing operation, mission, vision, and strength.  Chapter 2 also discusses the services and the clients of the firm and the distribution of authority with in the firm. Chapter 3 focusses on theoretical overview on internal audit procedures based on some articles, journals and books. In chapter 4, it is the theoretical presentation and discussion of internal audit procedure, risk, internal control, and monitoring the internal audit on bank. In the finding and analysis part, it covers the audit practice and related work in a firm perspective. And also covers about how the firm is approached by a client or how the firm itself approaches a client. So far the steps of Audit Practice Manual (APM) that I have tried to accumulate and the work related activities on day to day process and also tried to disclose some issues that I was authorized to disclose only. Based on limitation and obstacles, I have suggested some recommendation to improve the audit process. And after that conclusion has been discussed.
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[bookmark: _Toc44669360]Chapter One: Introduction

Internship is an opportunity of gaining practical knowledge that is usually granted by an employer to an expected employee, called an intern, for working with the particular firm or company for a fixed time period. An internship is a time frame of gaining experience about outside the theoretical knowledge that is granted by an organization or firm for a fixed period of time. An internship is the combination of so many work experience and developing a relationship as experience between the intern and the employer. If the intern has self-interest in that field after conducting the real-life learning at that time internship takes place. In addition, the knowledge that gain in the period of internship can be considered as a great opportunity of developing network with outside professional workplace. Also it can be considered as a recommendation letter or maybe provide future employment opportunities or future working opportunity with that particular organization. The main benefit of internship program is intern can be offered as full-time employment.
In addition to our academic education, it is pretty much difficult for a student to achieve such practical knowledge about outside business environment. An internship is designed to provide an intern the practical knowledge, skills, workplace experience and discipline about the particular organization. So internship can provide the opportunity for gaining the practical knowledge that students have learned during their university time and acquire experience by uncertain  overcoming numerous and different task. United International University (UIU) has set the design of internship program into their curriculum for business administration students that allowed the students an opportunity to increase their academic knowledge and application of practical skills for professional environment.
As part of my BBA program, this internship opportunity has allowed me to grasp a knowledge of how chartered accountancy firms operate & what services they have provided in Bangladesh. I choose Howladar Yunus & Co (Grant Thornton Bangladesh) Chartered Accountants, one of the leading chartered accountancy firms of our country. I was assigned to the Accounting services as team conducting internal audit and consultancy of Taipei Bangla Febrics Ltd and I also work as an internal auditor of Meghna Bank Ltd. Specially based on bank work I have prepared my internship report. In this study I have learned how audits are conducted and what criteria are to be followed for auditing.
[bookmark: _Toc41315016][bookmark: _Toc44669361]Objective of the Study	
The BBA program has designed programs that equipped students with the theoretical as well as some practical knowledge that a business graduate should know, however the actual environment at the workplace can be very different than those described in text books. Work experience is vital to make our knowledge completion and that is why internship is requisite for the completion of our undergraduate program. The goal of placement is:
· To learn how chartered accountancy firms operate an audit activity
· To acquire extensive knowledge about the audit practices followed by the firm
· To learn how the audit procedure is formulated and the manner in which it is implemented.
· To acquire knowledge and experience with banks and other financial and non-financial institution monitoring systems according to Bangladesh Bank.
· To show the status of “Internal Audit” activities in banks of Bangladesh
· To depict the relationship between IA and performance of banks
· Achieving versatility.
· To learn about the performance of field work during the audit.  
· To know how effectively and efficiently the audit process will maintain the quality of internal audits for profit & non-profit companies/organizations.
[bookmark: _Toc41315017][bookmark: _Toc44669362]Significance of the Study
Upon the completion of one’s internship, the student is required to write an internship report based on the task that was assigned by the supervisor to the student during the period of internship. The internship report aids the student to:
· Advance and nurture their written communication skills.
· Serve as a documentation of the internship experience.
· Think about the professional experience of the internship program. 
· Reflect on the goals of internship and how or if they were achieved or they were achieved during the internship.
Internship allows students to create a channel of contacts in our work environment, who can later help them, if they want to, to get a good job. This internship opportunity is especially applicable for a country like Bangladesh, where the competition is exponentially high and rising with each passing day. Those with no internship experience have no such contacts, making it significantly more difficult for such students to find a decent job.
[bookmark: _Toc41315018][bookmark: _Toc44669363]Methodology of the Study
This internship report has been prepared on the basis of the experience accumulated from the assistance of seniors and colleagues and respected supervisors. Methodology of the study mainly covers the sources through which the necessary data was collected. This study has been conducted with mostly secondary data. The sources have been described below:    
[bookmark: _Toc41315019][bookmark: _Toc44669364]Sources of Data: The information to complete this report has been collected from both the primary and secondary sources. 
Primary Sources

· Collection of data by working with audit teams.
· Questioning managers, staffs and colleagues.
· Circulars published by Bangladesh Bank.

Secondary Sources
· Going through accounting journals and books.
· Going through Bangladesh Standards on Auditing. 
Sources of Data




   



[bookmark: _Toc41315020][bookmark: _Toc44669365]Limitation of the Study 
No work is without its challenges and also the same goes for the preparation of this report and also the work experience. Some limitations caused the preparation of this report back to be minutely challenging. They are:
· The allotted time was insufficient to cover all the grounds.
· Due to confidentiality much information was not disclosed.
· Inability to observe the application of laws and procedures followed during the audit. 
· To understand all the clauses of engagement, a good knowledge on legal affairs, income tax and VAT were necessary.
· Time was also a limitation. Gathering a huge amount of information during working for only three months was really a difficult job.
The confidentiality of their internal system about providing information to the outsider was the main limitation of preparing this report Most of the information that we need to collect were not authorized to disclose. And I couldn’t provide any information about preparing the file as well as providing the files.
[bookmark: _Toc41315030]















[bookmark: _Toc44669366]Chapter Two: Literature Review
A literature review is a survey of scholarly sources (such as books, journal, and articles) related to a specific topic, theme or research question. It is the combination of search, evaluate, identify & review of a reputed journal or article that has been written as part of an article, thesis paper, dissertation, and research paper to provide a plenty of information related to your work in order to collaborate with current knowledge.
The Institute of Internal Auditors (IIA) has developed the internal audit and its function with an independent portfolio that offers value-added assurance and consulting services (Joe Christopher, Gerrit Sarens, Philomena Leung, 2008. “A critical analysis of the independence of the internal audit function”). The aim of this study is to analyze the independence of the internal audit function through its relationship with management and also the audit committee.
[bookmark: _Toc41315031][bookmark: _Toc44669367]Audit Process
Auditing is defined as a methodical and independent combination of data, statements, records, operations and performances (financial or otherwise) of an organization for a valid purpose (CA. R. Devarajan, 2008. Auditing and Assurance, board of studies the Institute of Chartered Accountants of India). 
Auditing is the process by which a competent, independent person accumulates and evaluates evidence about quantifiable information related to a specific economic entity for the purpose of determining and reporting on the degree of correspondence between the quantifiable information and established criteria.” (Arens and Loebbecke, 1998). Auditing is the combination of independent assurance, accumulate & evaluation of evidence as per qualitative information & established criteria. These criteria are given below:
· Competent, Independent Person: As the auditor is the person who provide assurance to the company’s financial statement, so be must be as qualified as so that he/she can able to cop up with the situation and also can able to understand the criteria used by the company and it should be competent enough to know the types and amount of evidence that has been accumulated to reach the proper conclusion.
· Accumulating and Evaluating Evidence: An evidence is considered as any information or documents of record of determining the information of financial statement that has been audited by using the established criteria as quantifiable information of the financial statement.  
· Quantifiable Information and Established Criteria: The information must be verified by some other independent verifiable person to increase the authenticity of that information. And it must be verified by some specific forms, verifiable standards (criteria), and some authorized rules. If the information has been verified by following the established criteria, it will be benefited for the auditor to understand and evaluate the information.
· Economic Entity: At the time of conducting the audit, there are some issue that must be clear. The economic entity and the time period are the primary method of defining this.
· Reporting: reporting is the vital part of every audit procedure because after reporting, it has been considered as final report, and it carries reputation of that particular firm. The way of reporting or the audit report is the final stage of audit procedure - the communication of the findings to users. Reports differ in nature, but in all cases they need to inform readers of the degree of correspondence between quantifiable information and established criteria.
[bookmark: _Toc41315032][bookmark: _Toc44669368]Internal Audit Process
Internal audit has developed gradually on the premise of social and economic growth and also the inherent needs of enterprise management (Wang, 1997). According to the Institute of Internal Auditors, internal auditing is “an independent appraisal function, established within an organization to examine and evaluate its activities as a service to the organization” (Konrath, 1996). Simultaneously, the rapid evolution of information technology has spawned a new generation of business risks (Boulton et al., 2000). And also in this context, a risk-driven approach to the internal audit is examined by Colbert and Alderman (1995). Internal auditor has found that internal audit may select a procedures‐driven or a risk‐driven approach & the researchers indicate that a risk‐driven approach is usually more efficient & effective than a procedures‐driven approach because the internal audit′s efforts are focused on areas with comparatively more risk, (Brylow, W. (2018). Five Elements of an Effective Audit Planning Process.). According to the Institute of Internal Auditors, internal auditing is “an independent appraisal function, established within an organization to examine and evaluate its activities as a service to the organization” (Konrath, 1996). Simultaneously, the rapid evolution of information technology has spawned a new generation of business risks (Boulton et al., 2000). In this context, a risk-driven approach to the internal audit is examined by (Colbert and Alderman, 1995). They found that internal audit is the area of comparatively more risk or may select a procedures‐driven or a risk‐driven approach. 
[bookmark: _Toc41315033][bookmark: _Toc44669369]Audit Objective
Internal audit as an independent, consulting service, and objective assurance defined by the Institute of Internal Auditors (IIA) that designed and organized to increase the value as well improve an organization's activities. It helps a corporation to gain its objectives by using some scientific, disciplined approach to maintain and improve the effectiveness of risk management, control, and governance processes. Internal auditors have a professional obligation to use risk assessment techniques at both macro and micro levels (Institute of Internal Auditors, 1997).
Internal auditors’ practices in Jordan banks in regard with risk management. The results indicate different types of risks, and how internal auditors would respond to the presence of each individual one. Also the results point out those internal auditors is most involved with risks which are related to the Jordanian economy and culture (Abdullatif & Kawuq, (2015
[bookmark: _Toc41315034][bookmark: _Toc44669370]Financial statement cycle
The report about financial statement cycle shows that there are more than 281 errors in relation with financial statement about adjustments of 152 audits found by an empirical study. In this report, among other things & the audit areas within which the errors occurred, the audit procedure, circumstance or other event that originally signaled that an error had occurred,, and the apparent causes of the errors, including whether they appeared to have been caused intentionally or unintentionally (Robert E. Hylas and Robert H. Ashton, 1982. Audit Detection of Financial Statement Errors).
[bookmark: _Toc41315035][bookmark: _Toc44669371]Audit Evidence
The important of evidence in auditing is expressed clearly and forcefully in Generally Accepted Auditing Standards, sufficient competent evidential matter is to be obtained through inspection, observation, inquiries and confirmation to afford a reasonable basis for an opinion regarding the financial statements under examination (Mautz, R K, pre-1986. Journal of Accountancy).
Audit evidence keeps an important role in internal audit and also a vital part of every single audit procedure. Evidence must keep in accordance with maintaining auditing standards. And it should be sufficient enough to provide an independent assurance that insure the value and reputation of the organization or firms.
A reliable evidence has six characteristics. These all are independence in nature of providers, effectiveness of client’s internal controls, auditor’s direct knowledge, qualification of individuals providing the information, degree of objectivity, and timeliness (Arens, Elder, Beasley, Auditing and Assurance Services, chapter-7)
[bookmark: _Toc41315036][bookmark: _Toc44669372]Audit Evidence Decisions	
The decision about audit evidence depend on an auditor that involves determining the appropriate type and amount of evidence. An audit evidence decision has been taken to fulfil the audit procedure, and this decision should be taken very carefully. The cost factor must be considered in this evaluation of evidence.
The auditors' decisions on evidence accumulation can be broken down in to four sub decisions:
· Which audit procedure to use (Audit Procedure?)
· Which sample size to select for a given procedure (Sample Size?)
· Which items to select from population (Items??)
· When to perform the procedures (Timing)
[bookmark: _Toc41315021]







[bookmark: _Toc44669373]Chapter Three: Background of Howladar Yunus & Co.
Chartered Accountancy is one of the top accounting profession now a days. In Bangladeshi perspective, Howladar Yunus & Co. considered as one of the top oldest and leading Chartered Accountants firms in Bangladesh, having seven partners, four directors and more than 120 staff providing professional. Initially, Mr. Noor Mohammed Howladar FCA and Mr. M. Yunus FCA are the founder partners of Howladar Yunus & Co. who have started their independent accountancy practice as professional accountants in early sixties and subsequently merged in 1970 under the firm’s name and style of M/S Howlader Yunus & Co. chartered Accountants. Since 1970, HYC has created one of the top position as leading accountancy firm in our country providing independent assurance and accounting services. Recently, Howladar Yunus has 7 Partners practicing over their specialized areas, 4 qualified staffs, and 10 partly qualified staffs, and 20 efficient employees, 95 committed and motivated articled students. HYC has two offices in Dhaka in an ambit of about 42 years. Both the offices of HYC are well organized with adequate manpower support to fulfill the needs of the clients. HYC provides not only assurance and tax services, but also a complete portion of accounting consulting services to meet client on going needs. These consulting and accounting services are the value added services for the firm. It also take the firm’s reputation high as well as go beyond audit that representing our commitments. There are some panel of connectivity with some professionals, they are economists, cost accountant, engineers, lawyers, financial analyst, HR specialist, EDP and system analyst who are engaged with every single client to provide specialized services when required. These professionals are engaged by HYC on job-to-job basis, as required, and directly supervised by Partners and students gets huge support from managers. They pride their selves on the promise that level of quality professional work not only at the firm level & professional level but also to personal level. The combination of understanding, expertise, co-operation, hard work, providing quality services and actual concern of client’s needs have been influenced our success over the years. Our qualified staffs like managers are always try to co-operate and ready to assist every single problem of clients in all fields and sizes. They believe that every single information or data related to client’s financial records are of importance to them. We fight to assure the respect, dignity, and integrity the client anticipate and appreciate. We expect and believe that the client should co-operate us to find out every single solution as well as help us to provide an acceptable assurance because this the crucial part of their responsibility and integrity. Grant Thornton is one of the top world's largest leading organizations that provides independent assurance, tax and advisory firms. HYC also called as Grant Thornton Bangladesh that provide acceptable accounting and consulting  services to boost up their internal potential and image in the market as well for the profitability and growth by insuring meaningful contribution, valuable qualitative advice so that increase the market value. Partners are very much kind and friendly to each student as well as staffs. They are very dedicated to their work. They use insights, experience and hard work to solve complex issues. They have clients all over the world including privately owned, publicly listed companies, over 40,000 Grant Thornton people, in over 130 countries. 
· Name of the Company:  Howladar Yunus & Co.
· Address: House -14, Gulshan 1, Road No 16/A, Dhaka
· E-mail: hyc@howladeryunus.com
· Phone: 02-9554119 & 02-9551872
[bookmark: _Toc520579462][bookmark: _Toc41315022][bookmark: _Toc44669374]Registration of Firm	
In Bangladesh, ICAB is the supreme authority to give registration to Chartered Accountancy firms. In 1985, Howlader Yunus & CO. Chartered Accountants Firm has been registered under the Institute of Chartered Accountants of Bangladesh.
[bookmark: _Toc520579463][bookmark: _Toc41315023][bookmark: _Toc44669375]Membership
Howladar Yunus & Co. is the Correspondent Firm of Grant Thornton International. GTI is one of the world's top leading organizations that provides independent assurance, tax and advisory firms. GTI provide services more than 150 countries and it has 50000+ people all over the world. They are very much concern about their reputation, and they maintain their reputation by insuring quality service and making difference in their service from other accountancy firms.
HYC has a corporate office of Grant Thornton International in Dhaka, Bangladesh that provide four different Divisions of services to run every single operation. The divisions are:
· Advisory
· Assurance
· Taxes
· Corporate Accounting & Outsourcing
[bookmark: _Toc41315024][bookmark: _Toc44669376]Corporate vision of Howladar Yunus & Co.
Vision of HYC is to be the spontaneous choice of clients and professionals
[bookmark: _Toc520579465][bookmark: _Toc41315025][bookmark: _Toc44669377]Mission of Howladar Yunus & Co.
· One stop, cost effective and quality services to client 
· Hire, develop and retain skilled and creative workforce and quality professionals to meet clients’ requirements to their optimum satisfaction
· Maintain highest standard of business ethics and values
· Continuous Research, Development and need based training for developing Human Resources
Howladar Yunus & Co. is one of the oldest chartered accountancy firm in our country. HYC has prides itself because it developed a new way of communication network between professionals and clients to insure to the quality of services they have been provided. To make service standard high for the customers, Howladar Yunus & Co. has prepared a common practice which has made a very satisfactory following. HYC always tried to insure equal service to every single client because they doesn’t care about small or big company, and that is the uniqueness of their services. Howladar Yunus & Co. always try to insure the constant willingness to provide the best possible delivery to every single client’s reports and find out which decision or approach insure the best possible output for the client as well as best profitable output. HYC has created such position in the market that insure the high reputation to the clients. HYC always try to insure the confidentiality of every single information as well as documents and also shows respect for their clients in order to achieve the high acceptance as well maintain the acceptable place in the market. HYC try to insure the best efficiency in their job by insuring the timely manner. We realize how precious each client’s time is and how efficiently we can handle every single situation. The members and staffs are highly experienced, trained, and knowledgeable so that they can able to maintain excellent quality as well as reputation.
[bookmark: _Toc41315026][bookmark: _Toc44669378]Howladar Yunus & Co. Core Values	
HYC values define under two things, what they stand for and how they do things. HYC always try to work together in a helpful way with the most efficient manner. HYC always shows their values by SPIRIT, the existence may varies. HYC believe in providing services to the excellent level to maintain the quality of services as a professional service provider and also they believe in setting and gaining excellence in all areas of their services. And HYC always take it under consideration that professionalism in their Work. They continuously maintain the professionalism and pride by making the difference in integrity and honesty so that it conducts with the highest ethical standards.
[bookmark: _Toc41315027][bookmark: _Toc44669379]Strength of HYC
Their experience, knowledge, professionalism and hard-working capacity of the statutory audit is the key strength on outstanding exposure. They are very much professional in the area of banking and non-banking financial sector. Since the commencement, they are involved in the audit of Banks, Non-Banking Financial Institutions, Insurance Companies and some consulting services. Besides, they are also engaged with some large number of organizations in the financial audit both Government and Private sector. HYC extend their services significantly in the area of taxation and secretarial services targeting some major clients. HYC select employees very carefully to boost their strength. Employees must be dedicated and well organized to their work. HYC provide continuous assessment and update employee’s knowledge, professional practices and techniques by their in-house training programs and professional development programs.
[bookmark: _Toc41315028][bookmark: _Toc44669380]Howladar Yunus Co. Staff
A professional firm’s quality of service they have been provided that depends on the people working with this organization. HYC select employees very carefully to boost their strength. Employees must be dedicated, honest and well organized to their work. HYC give priority to recruiting, developing and training their employees and staffs and trainee accountants are mostly completed their graduation from university who had been completed their article ship from there and most of them get trained in their article-ship period from their firm. Most of the employee and staff has participated structured training program which enhance their practical experience in their particle sectors in a formal ways. The main role of authority as leader has been controlled and monitored by each partner where managers and all staffs are working as a team with all article students. All new engagements has been taken to meet the actual needs & expectations of the client by their commitment and enthusiasm.
[bookmark: _Toc41315029][bookmark: _Toc44669381]Organ Gram of HYCManaging Partner
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Figure 1: Organizational chart
[bookmark: _Toc41315038][bookmark: _Toc44669382]Chapter Four: Methodology of the Report
[bookmark: _Toc41315039][bookmark: _Toc44669383]Internal Audit	
Banking is one of the most discussed and regulated sectors because of its capital structure, ubiquitous role in the economic system, nature of operations and nature of intervention of domestic and international policy makers. The banking sector of Bangladesh has experienced a considerable growth in the last few decades. Consequently, the level of various risks such as market risk, operational risk, strategic risk, etc. have also been diverged. As an integral part of internal control system (ICS), internal audit (IA) provides assurance and advisory support to management on IC. The IA activity includes evaluating the adequacy and effectiveness of controls in responding to risks (COSO, 2012). Similarly, internal audit have some mission includes enhancing and protecting value of organization by providing objective assurance, advice, and risk-based. An effective ICS does not necessarily mean more cost rather it may result in cost efficiency. Considering the primary importance of internal control system, Bangladesh Bank (BB) has issued a guideline on internal control and compliance (ICC) with core risk management procedure in 2003, after that have been revised in 2016. Besides, BB introduced some other components relating to IC and IA in last few years. Banking industry in our country are making significant progress in instituting an adequate ICS through a combination of self-driven measures and ensuring compliance with the regulatory standards. 
Generally, the IA focuses on operations, internal controls, policies and procedures, corporate governance, risk management, and compliance with laws and regulations. Therefore, a better ICS along with a strong IA may enable a business to engage safely in more profitable activities that would be too risky for a competitor without those controls. Furthermore, an internal auditor is responsible to assess the internal controls of the 
Internal auditing as an independent, objective assurance and consulting activity that designed to add value and improve an organization’s activities defines by The Institute of Internal Auditors (IIA). Therefore, internal audit operation helps a company achieve its objectives by fetching a systematic, modesty technique to evaluate and improve the usefulness of risk management, monitoring and governance processes. 
All organization will need well management and internal audit is a avowed way of assuring excellent corporate control.
Internal audit activity usually involves:
· Monitoring internal controls
· Examining financial and operating information
· Reviewing the economy, effectiveness and efficiency of operations
· Review of compliance with laws, regulations and other external requirements
· Special investigations such as, suspected fraud
[bookmark: _Toc41315040][bookmark: _Toc44669384]Risk
The internal audit department has a two-fold role in relation to risk management. They are:
1. Monitoring the company’s overall risk management policy to ensure it operates effectively
2. Monitoring the strategies implemented to ensure that they continue to operate effectively 11
[bookmark: _Toc41315041][bookmark: _Toc44669385]Internal Controls
Internal audit is absurd to support in the improvement of systems because its main role will be in controlling and monitoring the full procedure and give assurance of the systems which the divisions have scheduled to meet objectives and operate efficiently.
The role that internal auditors bring out on monitors can be called as operational audits. The prime objective of this concept is to monitor the management’s performance.
[bookmark: _Toc41315042][bookmark: _Toc44669386]Functions of Audit Unit
The internal audit unit should independently assess the effectiveness and efficiency of the internal control, risk management and governance system and processes created by the business units. Similar to any other activity, planning is the pre-requisite of internal auditing. Each year, the head of the audit will formulate a high-level audit plan, which will be approved by the ACB. The plan should be a risk-based plan so that highlighting areas will be given concern. This unit will evaluate, at least annually, every department/office/branch/subsidiary within the organization to analyze the degree of risk. The internal auditor’s work involves determining areas, where internal controls are not in place or there may be a risk of failure of control. The audit procedures consist of a selection of branches, units/divisions, and divisions to be audited; types of lapses to be raised in audit findings; determining the items/areas of the units to be audited and the period under coverage. The functions of internal audit start with the collection of relevant data and end with preparation and submission of a summary of audit findings. A conclusion of audit judgment and corrective actions taken should be forwarded to ACB and also the senior management together with at the end of the year. The internal audit unit is also responsible for conducting FX audit and preparing a summary report, which will be submitted to BB. 
[bookmark: _Toc41315043][bookmark: _Toc44669387]Functions of Monitoring Unit
Monitoring is an off-site supervision method. The shortages of internal control, whether recognized by business lines as well as internal auditors must be indicated in a timely and prompt manner to the adequate management level and addressed as quickly as possible.
The compliance unit of ICCD will be responsible for ensuring that a bank complies with all regulatory requirements while conducting its business. The MD/CEO is ultimately accountable for ensuring compliance with all applicable regulations. 
The unit maintains liaison with the regulators and notifies the concerned units of banks regarding regulatory changes. In addition, it would contact the regulators for proper clarification on a particular issue, if required. Moreover, this unit may compile all of the internal and external circulars/guidelines/regulatory updates and disseminate those to the concerned department.
[bookmark: _Toc41315044][bookmark: _Toc44669388]Internal Audit as Third Line of Defense
The effectiveness of an organization of the risk management needs to ensure to rely on the functions of different lines. There are three lines of defense exist. In the first line of defense, operational management has duty, responsibility and ownership for directly assessing, controlling, and mitigating risk. Here, the officials are directly and indirectly involved with the operations. They are supposed to abide by the rules and regulations provided by the management. In the Second line of defense, it consists of operations covered by various components of internal policies such as risk management, compliance, and quality etc. This effective risk management practices has implementation of line monitors and facilitates by operational management. The approach of internal audit is risk based and the function is to provide assurance to the management that the branches are following the rules approved by the governing bodies. And if there is any deviation found, internal audit detects them and show the way to solve it. 
Internal auditors always in accounts with the issues that are initially more important to the progress and prosperity of company. Because, they not only detect the lapses but also work as consultants. They suggest the ways to the officials to solve the lapses also. But generally, it is seen that internal auditors are often make liable for not detecting the lapses that are detected now. The management usually forgets that the role for making the lapses has already been played by the pervious line of defenses. The first line of defense has played the role and the second line has approved and the result is the lapses occurred. After that the lapses is detected by the third line or internal auditors. So, if the first or second line would not make the mistake, it is out of question to detect by the internal auditors. Auditors only look for the tasks has been done after following the board approval rules or not. For example, in a football team if the offence and mod fielders played their part properly, the defense does not need to worry so much. But if the first two lines fails to play their part, it becomes very difficult for the defense to defend all the attacks of the oppositions.
Internal audit is an independent department. It is designed to add value to the organization and improve the operation. It helps a company to achieve the objectives by carrying a constitutional and disciplined way to evaluate and develop the efficiency of risk management and corporate governance. Its woks as third eye for the management to control and watch the efficiency of different unit working under them.
[bookmark: _Toc41315045]

[bookmark: _Toc44669389]Chapter Five: Findings & Analysis
Every systems have its shortcomings or they face obstacle in reaching completion as we all know that there is no system that doesn’t have any shortcomings or obstacles. During my stay at Howladar Yunus & Co. Chartered Accountants, I have faced so many shortcomings in the audit procedures of internal audit on bank or working as internal auditor in other organization and some other problems that auditors face when conducting the audit. I have also questioned some of the students and seniors at the firm, who were either in charge or involved in an audit and how they operate the audit procedures as internal auditor. The shortcomings listed below have been identified on the basis of the information provided by the students and my seniors at the firm and my own experience. Some of the problems and shortcomings are:  
· Limitation of Time: Time is the big challenge in working as auditor because clients have a tendency of contacting the firm at the latest possible moment, which creates a pressure for auditors to complete the audit process such a short time. 
· Quick Rotation between Audit Engagement: Sometimes students face some critical situation that student engage with a client but they were called to attend and take care of another audit for some unforeseen reasons. This prevents the students from gaining a complete understanding of the entire audit process.  
· Lack of Sufficient Co-operation of the Client: The employees of the client organization are reluctant to provide the documents needed on time to complete the audit in time or provide the documents in lackluster manner rather being organized. There were also moments when the employees of client were observed to be rude, unprofessional and not provide the necessary support to the auditors. This makes the collection of audit evidence challenging. 
· Difficulty in Issuing an Unbiased Opinion: The second standard of GAAS requires the auditors to be independent in mental attitude. There are moments, when the clients try to influence the auditors’ by different ways so that auditor good opinion about the client and its stability and sustainability as a going concern and sometimes auditors issue an unqualified opinion about client’s reportr in order to sustain a long term relationship with the firm. 
[bookmark: _Toc41315046][bookmark: _Toc44669390]Types of Audit
There are different types of internal audit, which may include but are not limited to:
a) The financial audit: Financial audit is related with financial statement audit and the aim of this audit is to assess the accuracy of the accounting system and independence of information that has been used in the financial statement as of resulting financial reports.
b) The compliance audit: Compliance audit is performed in order to check whether the client has followed the order that has been set by the higher authority and regulations that must be followed to maintain the audit procedure, and also the systems, rules, or governance that established to ensure compliance with laws, regulations, policies and procedures such as the government, BRTA, BSEC, etc.
c) The operational audit: Operational audit is maintaining the communication between the access of the quality and insuring the appropriateness of the services that is aim to to be fulfilled by the other systems and procedures and concerned with evaluating the perfectness of any areas of an organization’s operating departments to analyze the organizational structures with a heavy thinking, logical approach and to evaluate the effectiveness of the rules, procedures, and methods in relation to the work; and
d) The management audit: Management audit is related with internal audit that evaluated the internal managerial approach and management systems as well assess the quality of management’s approach. In Bangladesh, Cost & Management audit is considered as internal management audit that identified the risk and control in the framework of the audit objectives.
[bookmark: _Toc41315047][bookmark: _Toc44669391]Audit Engagement
An audit engagement is considered as an initial stage of audit procedure. It is refers to a stage through an audit procedure takes place. An engagement is likely to means an involvement or start up a procedure. In the audit procedure, by an engagement letter a firm get involve with clients financial statement access. More specifically, by audit engagement, we can not only connect with clients but also may get notifies the client he has accepted the audit work and clarifies his understanding of the audit's purpose and scope. And also, audit engagement can refers to be a written letter and by this letter auditor can formally contact and send notification to the clients that they will accept the engagement and they will audit this organization.
[bookmark: _Toc41315048][bookmark: _Toc44669392]Full Engagements
Audit engagements is the full process of involving with clients to serve services, basically en engagement is the process of conducting a service to be an independent entity in order to check the financial statement. It has several steps, these are planning, testing of controls, substantiation or fieldwork and exit or finalization. In the first step, organization send a letter to the client to be alert about the audit. After that, an initial contact takes place, and then the client and auditor call a meeting to decide how, when and why the audit will take place. The auditor then conducts primary surveys to understand the company and the controls in place and try to manage and gather as much information as possible. Based on the results, auditor contact with client via formal email and share the report with client.
[bookmark: _Toc41315049][bookmark: _Toc44669393]Initial Audit Step
An engagement considered as initial step of conducting or starting an audit procedure. The first step of the audit process is audit engagement is to get the client and the auditor on the same page. The client describes exactly what he needs the auditor to do, this helps the auditor decide whether the audit will take place or not.
[bookmark: _Toc41315051][bookmark: _Toc44669394]Generally Accepted Auditing Standards (GAAS)
The PCAOB adopted the standard established by ASB. The PCAOB is a non-profit organization of the private sector created by the SOX Act of 2002 to oversee the audits of public limited companies and other associated issues in order to protect the interests of the investors and ensure public interest in the preparation of the independent audit reports. The standards which have been issued by the PCAOB are known as PCAOB Auditing Standard or GAAS. These standards are to be followed by members licensed by the AICPA. AICPA sets professional requirements for CPAs in the United States. Historically, the auditing standards have been organized into 3 categories consisting of 10 standards. 
They are:
· General Standards
· Standards of Field Work
· Standards of Reporting
[bookmark: _Toc41315052][bookmark: _Toc44669395]General Standards
There are three standards in this category. They are:
· The audit must be performed by a person or persons having sufficient technical training and proficiency as an auditor.
· An independence in mental attitude must be maintained at all times by the auditor or auditors for all matters related to the assignment.  
· In the preparation of the report, due professional care must be exercised in the performance of the audit.
GAAS take into consideration on the qualities that an auditor must possess.
· Technical Training and Proficiency: the auditor must have formal education in auditing and accounting and sufficient practical experience of the work being performed. Auditors are responsible for having appropriate and sufficient competence and capabilities to perform the audit. Having adequate knowledge and training assures the client that the CPAs can perform their assigned tasks adequately.  
· Independence in Mental Attitude: the Code of Professional Conducts of The AICPA lays down the ethical requirements for CPAs. The need for independence, in other words being unbiased or free of nepotism, in an audit engagement is stressed by the Code and auditing standards. Independence has two aspects: impendence in facts and independence in appearance.
· Independence in Facts: it refers to the auditor’s independence of state of mind and how he/she acts or behaves in particular situation. 
· Independence in Appearance: refers to the absence of circumstances that would cause a reasonable and informed third party, having proper and adequate knowledge of the relevant information, to reasonably conclude that auditor may face the professional skepticism in internal audit of organization or member of the audit team had been compromised. 
· Due Professional Care: refers to the care and skills that is applied by a reasonably prudent and competent auditor in similar circumstances. When the audits are carried out in compliance to the auditing standards, is when due professional care is exercised.



[bookmark: _Toc41315053][bookmark: _Toc44669396]Standards of Reporting
There are four standards in this category. They are:
· The report shall state whether the financial statements are presented in compliance with generally accepted accounting standards. 
· The report shall identify those circumstances in which such principles have not been consistently observed in the current period in relation to the preceding period.
· Informative disclosures in the financial statements are to be regarded as reasonably adequate unless otherwise mentioned in the report.
· The report shall contain either an opinion regarding the financial statement, as a whole, or an assertion to the effect that an opinion cannot be expressed. The reason shall be stated when an overall opinion cannot be expressed
In this category, GAAS also emphasized on what the auditor’s responsibility and have a look about the audit has been conducted.
· Presentation of the Financial Statement: the auditor has to clearly state if the financial statements have been prepared in accordance to accepted accounting principles or state the misstatements or any violation of principles, if any.
· Consistency: the standard is concerned with the constant maintenance of an accounting principle among the alternative accepted accounting principles, after it has been adopted. The management of the company cannot simply follow a principle in one year and completely disregard in the year to follow, unless the company has a proper reason to do so. So any irregularity from the previous year must be detected and noted.
· Disclosures: the users of the financial statements are in no position to know whether the financial statements and other related information have been provided adequately by the management of the company. It is the auditor’s responsibility to ensure that sufficient disclosure has been done in order to allow the user for the financial statements to take proper decisions.
· Opinion: the type of opinion declared by the auditor depends on the result of the audit. The audit report should clearly state the responsibilities of both the auditors and management, how the data were sampled, types of test used and all other necessary details. 
There are five types of opinion:
· Standard Unqualified: is declared when all the financial statements, which have been included, are presented in accordance to accepted accounting standards with sufficient appropriate evidence and no circumstance requiring an explanatory paragraph is present.
· Unqualified with Explanatory Paragraph or Modified Wording: is declared when the audit produces satisfactory results and the financial statements fairly presented but the auditor found is misstatement, not material, and believed an explanatory paragraph was necessary to describe the situation.
· Qualified: is declared when the auditor has a restricted access to the information needed to perform the audit or failure to follow the accepted accounting principles. 
· Adverse: is declared when the auditor believes that the financial statements are materially misstated or misleading, with sufficient and appropriate evidence, to the degree that it does not portray the true position of the company or the statements have not been prepared in conformity to the accepted principles.     
· Disclaimer: is declared when auditor is unable to satisfy him/herself that the overall financial statement is free of material misstatement. This opinion arises when there are severe limitations to information or in the absence of the independence of the auditor. In simpler terms, it arises due to the lack of knowledge by the auditor.  
[bookmark: _Toc41315054][bookmark: _Toc44669397]Work Related Activities	
During my internship program, I undertook different activities that contributed to witting of the audit report. The firm offers wide range of services that require both managerial and software work to be done.
[bookmark: _Toc497469400][bookmark: _Toc520579471][bookmark: _Toc41315055][bookmark: _Toc44669398]SAP Software Use
HYC use SAP software for financial accounting and reporting purposes. SAP is one of the top accounting software that use in financial auditing, accounting and generation of reports for transactions and data operation. Organization used it to analyses and modifies the monthly or quarterly data for all operations of this organization. SAP has enhanced all the financial capabilities of companies by revolutionizing data handling and manipulation procedures. It has the capability of handling varied sizes of data regardless to the size of the data. It has the capability of handling complex data in various formats to be able to predict or determine financial projections of the firm. SAP is the accounting software have some modules include accounting, reporting, analyzing, accounts receivable management and others. By increasing the efficiency and effectiveness allows the organization an easy access to data, information that enables managers to make better business decisions for the organization.
While undertaking my internship program in Howladar Yunus & Co, I had the privilege of working in the finance and accounting department where the SAP software was heavily used. The software had a number of tasks to be completed using it in a procedural manner. Here, I got to learn a number of things regarding the use of SAP for financial and accounting purposes. There are a number of activities that had to be completed using the SAP software as highlighted below.
[bookmark: _Toc497469401][bookmark: _Toc41315056][bookmark: _Toc44669399]Data input in SAP
Input in SAP software is done through preparation of a Microsoft Excel spreadsheet which has to be created by entering the necessary input data. During my internship at Howladar Yunus & Co., I prepared quite a number of spreadsheets in Excel for input in SAP. Relevant data such as the Bill Date, Amount, Delivery Time/Date, Quantity of product, VAT for a product, and the Net Amount for a given transaction. After verification of the data entered in excel sheet, it is then entered as the actual input for SAP.
[bookmark: _Toc497469402][bookmark: _Toc41315057][bookmark: _Toc44669400]Top sheets
A process called Movement in Receipt out (MIRO), is very crucial in making of top sheets which are very essential in billing. For instance, a bunch of bills, say 60 bills that come from different companies need to be arranged in a way that shows relevant or specific information of the bill. Therefore, the bills received need to be arranged in a logical order according to the company’s name and the date received. To complete this work, a top sheet has to be created using the MIRO technique in SAP. In my internship, I have had huge experience in working with MIRO to create top sheets which are arranged according to the date, serial number, product name, and company name. These information is key to creating a good top sheet for the firm.
[bookmark: _Toc497469403][bookmark: _Toc41315058][bookmark: _Toc44669401]Invoices
Invoices form a significant section in daily transactions of the firm. Each day, there is a necessity to make a huge number of invoices either for paying out or asking for payment from clients. I managed to create a significant number of invoices using SAP software which are sent to clients for different purposes. The finance and accounting department requires invoices to be arranged categorically according to a client’s name, the amount paid, and the date in which a payment has been made. Making of invoices was done on a daily basis in the finance and accounting department. The value of an invoice has to accurately match with the value of the main bill.
[bookmark: _Toc497469404][bookmark: _Toc520579472][bookmark: _Toc41315059][bookmark: _Toc44669402]Cover sheets
When applying the MIRO technique to a file, a cover sheet is always attached to it. The cover sheet acts as a form of identification for each specific file. It generally contains the L/C number of the transaction, item name, the bill number, the billing date, the value of a bill, the VAT amount, and the net amount of a bill. Every file has a coversheet attached to it with all these information which makes it easier for a manager to identify specific bills.
During my internship program at Howladar Yunus & Co., making of coversheets was a necessity for every billing file created. It was a standard procedure that had to be followed before a file is placed in the manager’s desk for verification and audit purposes. My supervisor had the mandate to ensure that for every billing file I have made, I have attached a coversheet for it. It is an easy but critical process because it acts as a form of easy identification for a bill.
[bookmark: _Toc497469405][bookmark: _Toc520579473][bookmark: _Toc41315060][bookmark: _Toc44669403]VAT analysis
VAT analysis is done in every bill since there are cases where miscalculations in VAT amounts are done, therefore, there is need to analyze the VAT applied to a bill and verify its accuracy and appropriateness in a bill. In the many bills that I have done, it is usually a mandatory procedure to cross-check the VAT applied to a bill before clearing it. VAT prices ranges from 5% to 10% depending on the suppliers or manufacturers. Each bill which has a VAT price is stored in a specified sheet called the MUSHOK 11 sheet which helps in arranging bills according to their VAT values. The firm is strict with adherence to tax regulation policies in all their products and service, therefore, it is the mandate of all the employees working in the financial department to cross check each bill in order to ensure that it meets all the standard requirements.
[bookmark: _Toc41315061][bookmark: _Toc44669404]Arranging Bill Entries
Howladar Yunus & Co. has a clients and partners from all over the region. It receives payments from almost all corners of the country from different customers. Therefore, a systemic way to arrange bills is according to the region from where it has been received. Working with the firm, I was able to experience the heavy task of arranging up to 9000 bills in less than one month. The bills are arranged according to the region where it has been received and the date of delivery.
[bookmark: _Toc497469407][bookmark: _Toc520579475][bookmark: _Toc41315062][bookmark: _Toc44669405]Data inputs for Bill entry
Inputs for bill entries are done in an excel sheet using an information form containing bill entries. Working with excel, I have to input information like the bill number, date of bill entry, VAT, BE value, advance income tax (AIT), the LC number, and the value of assessment. This information is a necessity when creating a comprehensive bill entry for the firm. It is a mandate to double check the information entered pertaining each bill to eliminate possibilities of errors during clearance of a bill. These standard procedures enhance the efficiency and accuracy of the firm in delivering their services to clients.
[bookmark: _Toc497469408][bookmark: _Toc520579476][bookmark: _Toc41315063][bookmark: _Toc44669406]Checking Bills
In a normal day Howladar Yunus & Co. receives approximately 100 bills which have to be checked and cleared by the finance department. The documents containing the bills have to be checked, verified, and cover sheets prepared for filing purposes. I engaged in the checking and clearance of the bills then forwarded them to the accounting officer for signing and stamping. After the documents have been cleared I have to arrange the files according to the company name and the date of a bill.
[bookmark: _Toc497469409][bookmark: _Toc520579477][bookmark: _Toc41315064][bookmark: _Toc44669407]Verifying Invoices before payments
Howladar Yunus & Co. has a number of partners and suppliers for different work equipment. Payments are done at the due date to the suppliers through verification of invoices which are then paid out in wholesome at the specified date. Payments are done in a pre-numbered check by the firm using a payment voucher given by the accounting officer in charge of payments. Before, a payment is made, I engage in checking all the documents for verification of a payment procedure. After verification of a payment and that all the procedures regarding a purchase has been met, the payment is then forwarded to the payments department for processing by the accounts officer.
[bookmark: _Toc497469410][bookmark: _Toc520579478][bookmark: _Toc41315065][bookmark: _Toc44669408]Authorization of a payment
After completing the verification process for a bill, it is forwarded to the accounting officer in charge of payables. The payables officer then has to sign the required documents to start processing a payment after skimming through each document keenly. The documents signed include a payment voucher with all the necessary details of a payment. After authorization of a payment, I have to forward the documents to the manager’s office where main payments are made by the finance director or the manager.
[bookmark: _Toc497469411][bookmark: _Toc520579479][bookmark: _Toc41315066][bookmark: _Toc44669409]Valid Documentation
A standard bill has to contain only the necessary documents pertaining a bill or a payment voucher. It is required that only required documents to be attached to a file to avoid bulk use of papers. Deliver tracking and receipts for major vendor payments are part of the documents required in a billing file.
[bookmark: _Toc497469412][bookmark: _Toc520579480][bookmark: _Toc41315067][bookmark: _Toc44669410]Communication with Partners and Suppliers
In Howladar Yunus & Co., communication is a very essential tool. For different processes, it is essential to communicate with other involved parties for purposes of ensuring that everyone is up-to-date. During a payment processing, I had to inform the suppliers or the partners of the firm about the progress of a payment. The most formal mode of communication was through email; however, in urgent cases where some details are required instantly, phone calls theyre a necessity. At other times, suppliers would make phone calls to make inquiries or suggestions; both potential and actual customers would also send emails or call their department. It was a necessity that I communicate in a formal, friendly, and professional manner with all stakeholders of the firm.
[bookmark: _Toc497469413][bookmark: _Toc520579481][bookmark: _Toc41315068][bookmark: _Toc44669411]Tax and VAT Reports
The Tax and VAT reports are also prepared by the accounting and finance department for purposes record keeping. The Tax and VAT is deducted from any payment given or received by the company from the total due amount. Tax and VAT deductions are done according to the section 51(A), 52 of ITO- 1984, rule 16 of ITR-1984 and the VAT Act-1991. The reports are created and filed in the accounting and finance office containing the following information; contain  vendor  number,  vendor  name,  and  period, total amount due, tax amount, VAT amount, amount excluding tax amount, and amount excluding VAT. Each report is unique to each specific payment for either a supplier or a partner. For easier calculations, I used excel worksheet to arrange all the necessary information for calculating the Tax and VAT deductions. This made it much easier for the accounting officer to do all the calculations in a speedy way. In this task, knowledge in excel sheets is a necessity. It also sharpens my skills in working with excel spreadsheets and using different financial functions which are significantly complex.
[bookmark: _Toc497469414][bookmark: _Toc520579482][bookmark: _Toc41315069][bookmark: _Toc44669412]Accounts Payable Payment Voucher	
This step contains the preliminary entry of an invoice in accounting software. I have to input the information of the payment date, mode of payment, item or batch no, voucher number with date, AP journal voucher number with date, amount, party name and other related information.

















[bookmark: _Toc44669413]Chapter Six: Conclusion and Recommendation 
[bookmark: _Toc44669414]Conclusion
In this report, I have tried to disclose the auditing and internal audit procedures followed in our country. The internship program acts as a bridge of experience between theoretical and practical knowledge that allowing the intern to gather a better knowledge and understanding of the entire procedure as a whole. This experience enhance the intern with knowledge and helps him or her to enrich the potentiality of the dimension of experience that he or she doesn’t have before. The internship program is an opportunity for the intern of rewarding experience, also it is a real eye-opener. Internship experience distinct between reality and fantasy world, allowing us to break free of the doubt of a perfect job for an intern. Sometimes, intern get the opportunity to work as a permanent staff of this organization after internship period. Chartered accountancy is well-reputed profession in Bangladesh and Howladar Yunus & Co. Chartered Accountants, being one of the top in its profession. They have tried to follow all the procedures, corporate governance and regulations enforced by ICAB. The firm has been successfully doing so for many year and hopefully will continue to do so in the years to come. However, there are many escapements in the processes. In this era, world is changing rapidly with changing economy. Chartered accountant firms are one of the keys to get success. The firms should develop ways of providing more customer satisfaction to their clients and alleviating work stress from their employees and students. This already thriving sector can improve even more with the help of good resources, which in this case are the articled students themselves. From my point of view, till now it has been a great time to work as an internal auditor of Howladar Yunus & Co. Hopefully the audit procedure of Howladar Yunus & Co. Chartered Accountants will develop and improve further in the future and quality of their already satisfactory services will further improve as well.   

[bookmark: _Toc44669415]Recommendation
As we all know, there is no system or process that haven’t any problem. The solutions to the problem might not be immediate, but finding out the solutions of that problems are eventual. There are some recommendations that have been listed below as to how the problems might be reduced:
· The firm may add a clause with mentioning the exact time needed for them to complete the audit and when the client should contact them so as to avail their services. 
· Considering the use of auditing software like Cygna Auditor, Netwrix Auditor etc. rather than Tally or SAP to reduce the load on auditors. 
· Making the sampling process as detailed as possible to make sure the utmost audit quality of service by the firm.
· Reporting any noncooperation or attempts to influence to the auditors to the regulatory bodies and mentioning them within the audit reports.
· Having sufficient staffing to make sure that no junior student is called from one audit engagement and ask to take care of another until the ongoing audit, in which the student is involved, is completed in situations of unforeseen events.
· The firms should develop ways of providing more customer satisfaction to their clients
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