








¢ Tax audit, cash audit, cost audit, management audit, scope of work to be determined,
instruction to the client, knowledge about business, preparation by the auditor, division
of work, audit files, audit working papers. V

Internal check and control ’ LH 8

¢ Concept, object, essential characteristics, advantages and disadvantages, internal check
and internal audit, effects of internal control and internal audit (auditor’s duties as
regard internal check and internal control), test check and its use/adoption of distinctive
ticks, routine checking, difference in balancing books, concept of test checks, advantage
and limitation.

¢ Difference between statutory audit and internal audit

Vouching LH 15

¢ Concept, importance, objectives of vouching, vouching of cash transactions, vouching
of payments, vouching of receipt, vouching of sales, credit and cash sales, internal
checks as regard to cash sale, cash discount allowed and return, credit sales, review of
internal check system as regard to credit sales, sales on approval basis, sales under hire
purchases system, goods on consignment, goods sent on package and containers, return,
vouching of purchase, cash purchase, internal check as regard to cash purchase, discount
received and return, credit purchase, internal check ad regard to credit purchase, discount
received and return.

Audit of Impersonal Ledgers LH 8

e Capital expenditure, revenue expenditure and deferred expenditure

¢ Outstanding expenses and income, repairs and renewals

o Prepaid expenses, contingent liabilities and asset.

Verification and valuation of asset and liabilities LH 15

¢ Concept, importance, distinction between verification and vouching, verification and
valuation of assets, methods of valuation, vouching and valuation, valuation of fixed
assets, current assets and washing assets, auditor’s position as regards to verification
and valuation of assets, verification of liabilities, capital loans and long-term loans,
trade creditors, outstanding liabilities for expenses, bills payable, contingent liabilities,
confirmation and verification.

Depreciation, reserve and provision LHS

o Depreciation, concept and causes for depreciation, methods of depreciation, difference
between fluctuation and depreciation, difference between obsolescence and depreciation,
Auditor’s duty in connection with depreciation,

o Reserve: concept of reserve and provision, need for reserve and provision, types of
reserve and provision, Auditor’s duty in connection with different provision and
reserves.

Appointment, remuneration and right and duties of an auditor LH 5

(According to Nepal Company Act and other legislations governing audit)

¢ Qualification of an auditor of a company, appointment and remuneration of an auditor,
Qualities of an auditor, rights and duties of an auditor, removal of an auditor.

Audit of a limited company LH 15

o Nature of company audit, preliminaries before company audit, statutory audit, audit of
preliminary expenses, audit of statutory general meetings, review of memorandum of
association and articles of association, audit of shares capital, issue of shares at par,
premium and discount, issue of share for other than cash, bonus share, calls in arrear
and calls in advance, forfeiture and re-issue of forfeiture shares, transfer and conversation
of shares, alternation of share capital,

Audit of underwriting commission, transfer fees, brokerage and commission,

Audit of debentures: debentures issued at par, discount and premium, redemption of
debentures, regular redemption, and redemption at par, premium and discount,
redemption through purchase in open mgrskct, conversation of debentures into shares.



Audit report LH 6

¢ Meaning of audit report, content of audit report,

o Typesofaudit report: statutory report, general report qualified report, tax audit report.

Audit of divisible profits and dividends LH 10

¢ Concept of profit and divisible profit, consequences of incorrect valuation of profit,

¢ Factors affecting dividend- capital profit and revenue profit, dividend by appreciating
assets including intangible assets, loss on fixed assets and dividend pre-operating profit
and dividend,

¢ Dividend on preference shares: cumulative and non-cumulative preference shares,
unclaimed divided.

Liabilities of an auditor LH 12

o Legal provision regarding liability of an auditor, auditor appointed by a private business
concern, liability of a limited company auditor, civil liability, negligence and misfeasance
criminal,

¢ Joint audit: Meaning, liability of joint auditor and branch auditor, liability of an
honorary auditor, auditor’s liability to third party.

Different classes of audits » LH 8

¢ Audit of educational institutions, audit of charitable institutions and NGO’s,

¢ Audit of partnership firm: concept of partnership firm audit, procedures to be followed
by a newly appointed audltor audit on behalf of different types of partners, performance
audit.

Investigation LH 8

o Concept of investigation, difference between investigation and audit, causes, for
investigation and methods of investigation, identification of objectives of investigation,
formulation of programme, collection and examination of records and evidence.

e Types of investigation, investigation on behalf of incoming partners, prospective
shareholders, prospective, moneylenders and suspected frauds, duties and liabilities of
an investigator.

Government Audit in Nepal LH7

¢ Concept, objectives, natures and evolution, difference between government audit and
commercial audit,

Internal audit: concept, objectives and advantages, )

o Misappropriation and procedure for regularization, roles comptroller general, final
audit, audit of expenditure, debts, deposit, remittance and stores, audit report,

¢ Roles of auditor General in government audit, and public account committee,

» Directives of Office of Auditor General

¢ Government auditing standard. ~

Recent trends in auditing LH3

¢ Concept in management audit, concept of cost audit, audit of electronic data procedures
tax audit (Only concept), Auditing Standard. =~

Basic Books:

1. Ramaswamy, M.S., Auditing, S. Chand and Co., New Delhi.

2. Saxena, R.G., Principles of Auditing, Himalayan Publishing House, Bombay.
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ACCOUNTING FOR FINANCIAL INSTITUTIONS

Course No. : MGT 314 Full Marks: 100
Nature of the Course ' : Concentration Area (Account) Pass Marks: 35

Course objectives

The objectives of this course is to provide the students with the basic knowledge required
to handle the accounting function of financial institutions such as banks and insurance
companies.

The course further aims at providing knowledge required analyzing financial statements of

banking and insurance companies.

Contents

Accounting for Banking Institutions LH7

¢ Conceptual foundation, nature of banking business

o Types of Bank: Central bank: concept

e Commercial Bank: Concept, Scope, function and importance of commercial bank
legal provisions regarding, Commercial Bank Act, guiding financial and accounting
activities, provisions regarding authorized, issued, subscribed and called up and paid
up capital, provision regarding general reserve and margin deposit as prescribed by the
Nepal Rastra Bank, provision regarding bad debts and reserve for doubtful debts,
depreciation and depreciation reserve, loans and advance, capital adjustments,

¢ Development Bank: Agriculture Development Bank and Rural Development Bank,
and other Development Bank of Nepal. Provision regarding general reserve and margin
deposit as prescribed by the Nepal Rastra Bank, provision regarding bad debts and

_ reserve for doubtful debts.

Accounting for Deposit (Borrowing) LH7

e Concept of deposit and their need in commercial banking business.

o Types of deposit and process of opening accounts, Current account deposit, saving
account deposit, Time or fixed deposit, calls deposit, short term borrowing from other
banks and Nepal Rastra Bank.

e Origin books of entry of deposits, Substitutes for vouchers- pay in slip and its meaning

e Cheques: Meaning and types- bearer, general and special cross cheque,

e Ledgers for various deposits: current account, saving account, fixed account, calls
deposit, short-term deposits.

o Service charges- concepts and accounting procedures.

o Cost of deposits- interest charges and accounting procedures

o Control procedures used for deposit: Periodic balancing of ledgers, Log book checking.

" Accounting for Bills for collection and bills purchased LH 6
¢ Bills for collection: Concept, types and necessity for banking business,

o OQutward bills for collection (OBC): concept and types- national and foreign, procedures
used in bills for collection, Endorsement: meaning and accounting procedures,
accounting records for OBC, Service charges for bills collection: concept and accounting
procedures.
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¢ Inward bills for collection (imports collection): Concept of inward bills for collection,
documents required for IBC and its importance in banking business, accounting
procedures for IBC, service charges and commission: concept and its accounting
procedures.

e Bills purchased: Concept, liabilities of bank and third parties (towards bill and
purchased)

Original books of entry for bills purchased voucher.

e Service charges and commission: Concept and accounting procedures

¢ Endorsement: nieaning, types and procedures and accounting treatment

¢ Bills purchased ledger books.

¢ Debit not and required reversal entry, debit advice for uncollected bills or dishonoured

bills

Concept of limit and procedures for limit passing

NRB regulation regarding bills purchase

Accountlng for guarantee and margin deposit LH 6

¢ Concept and types of guarantee deposit

o Concept and types of guarantee: bid bond, performance bond, general bond, specnf c

bond.

Banker’s liabilities and customers liabilities towards guarantee issuance.

Margin deposit: concept process and evaluation

Original books of entry: Contra vouchers

Guarantee ledger account

Service charges and commission: concept and accounting treatment

Accounting for letter of credit, credit card and forward exchange contractLH 8

o Letter of Credit: concept and types of Letter of Credit (Import and Export), validity
period, Extension process and re-issuance, Accounting treatment

o Concept of credit card and its accounting treatment

e Margin deposit for letter of credit and credit card concept, process and evaluation

e Exchange fluctuation and forward exchange contract

e Heading of foreign exchange risk

Accounting for remittance LH 5

L]

[ ]

Meaning and services rendered by remittance, types of remittance
Accounting for advice received and not received demand draft, books of original entry
for advice received and not received, demand draft, telegraphic transfer and account
transfer ledger for advice received and not received, demand draft, telegraphic transfer
and account transfer, Fax transfer and other electronic transfer of fund.

Accounting for loan and advance (investment) LH 15

e Concept and importance of investment

¢ Types of investment: Cash credit, overdraft, Term loan, Hire purchase, Project loan,
Consortium loan.

e Secured loan: secured by gold and silver; secured by fixed deposit margin, priority

sector loan, investment loan.

Security method and procedures of valuation of securities

Evaluation of feasibility study for investment analysis

Original book of entry and ledger account for different types of loan

Service charges, interest and commission and their accounting treatment

Interest suspenses: concept and accounting treatment

Collection and recovery of loans, method applied and. accounting treatment and

classification of loan, loss provision as per the directives of Nepal Rastra Bank.

Accounting for Leasing companies LH 6

e Concept of leasing '

e Nature and importance of leasing
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¢ Types of leasing

* Accounting procedures : )

Accounting for Cash Transactions LH 2

e Receiving cashiers counter cash book, paying cashier’s counter cash book, general
cash book

Accounting for Control LH 3

* General ledger: concept and needs, procedures of maintaining general ledgers.

¢ Daily Trail Balance: Concept and needs, preparation and tools for control of general
ledgers.

e Accounting Code and securities computerised system

Accounting for Agency Business LH 6

¢ Concept and importance, maintenance of agency ledgers, recondition of agency business,
exchange fluctuation and treatments, correspondence banking and relationship.

Branch Reconciliation ' LH 4

¢ Concept and needs, method of reconciling branch balance, treatment in adjustment or
outstanding items.

Preparation of final account of banking company LH 16
¢ NRB Directive regarding the preparation of Financial Statement
Accounting for Insurance Business ' LH3

e Conceptual foundation: concept, natural and importance of insurance business, scope
and types of insurance business.
e Re-insurance: concept, Types: Treaty and Facultitative Premium
o Life Insurance: Non-life insurance or general insurance, marine insurance, fire
insurance, miscellaneous insurance, difference between life and general insurance.
e Legal provision under the insurance company act, regarding life fund and general reserve
e Nepal Insurance Board
Accounting for life insurance LH 8
o Life insurance: concept and nature
o Types of life insurance policies, individual, group, endowment
¢ Group term endowment policy; whole life policy, term insurance, anticipate endowment
policy, child endowment policy
e Accounting for premium: Concept and types of premium, general premium,
_reinsurance premium and default premium, original books of entry and ledgers for
premium
o Life Fund: Accounting for claims, Types of claims; claims by death, claims by maturity,
surrender value
o Procedural requirements for treatment of claims; general payment and re-insurance
payment '
e Interest accrued- accounting treatment
e Determination of profit- actuary valuation
¢ Reserve accounts of a life insurance business
Accounting for general insurance . LH 10
o General insurance: concept and scope, Types of general insurance: Marine insurance,
fire insurance, miscellaneous insurance
Concept of proximity cause
Principles of indemnity
Over and under insurance
Principles of ought most good faith
Loss: Meaning and types: Total loss, partial loss, particulars average, general average
Claims of losses, Claims processing: Intimation, examination of validity, Ascertainment
of coverage, determination, of losses, settlement of claims, Accounting for settlement
of claims. 39



e Re-insurance Premium: concept, premium income and its accounting treatment,
reinsurance charges and its accounting treatment
¢ Re-insurance with foreign insurance company and foreign exchange regulation.
Preparation of revenue account of miscellaneous insurance LH5
¢ Preparation of revenue account of fire insurance
¢ Preparation of revenue account of marine insurance
e Preparation of revenue account of miscellaneous insurance ’
Preparation of financial statement LH 10
¢ Profit and loss account- nature and preparation
o Balance sheet: nature, purpose and its preparation
e Consolidated statement of all insurance
Financial statement analysis for banking business LH 10
¢ Financial statement of banking business and its importance -
¢ Ratio analysis: Concept, importance and limitations
¢ Types of ratios:
o Asset quality ratios: Loan losses to total loans, non-performing loans to total

loans, reserve to non-performing loan, earning coverage to loan losses, increase in

loan reserve to gross income. .
¢ Liquidity Ratio: Cash and liquid securities to total assets, Inter bank and money
market deposit and liabilities total asset
o Earnings ratios: Return on total assets, Return on total equity, Net interest margin
as a percentage of average total asset and average earning asset, interest income as
apercentage of average commitments, Net interest income as a percentage of average
total asset, Non- interest expenses as percentage of total assets.
[Loanable Funds = all equities + deposits (Short and long term deposit) — Margin
deposit with Nepal Rastra Bank]
¢ Capital adequacy ratios: Equity as a percentage of total assets, Equity as a
percentage of risk assets, Liquidity and cash position
Marginal efficiency ratio
= Total Interst — Interest from Government securities Loanable Fund
Dividend payout ratio
e Ratios as prescribed by NRB ‘
¢ Cash flow analysis: concept and importance and preparation of Cash Flow
Statement, Directive of NRB regarding Cash Flow Statement.
¢ Break even analysis under static underlying conditions: No charge in fixed cost, No
charges in variable cost, No charge in loanable fund, Application under conditions
¢ Financial statement analysis for insurance business
Financial Statement analysis for insurance LH8
¢ Financial statement of insurance business and its importance
¢ Ratio analysis: concept and importance, types of ratios (for general insurance business),
current ratio, total debt equity ratio, total debt to total capital ratio, gross profit to total
income, Net profit to total capital, Net profit to total, Net profit to owner’s equity, Net
profit to immovable properties, Expenses to total income, and claims to unexposed
premium. '
Basic Books .
1. Agrawal, A.N., Higher Science of Accountancy, Kitab Mahal, Allahabad.
2. Battiboi, J.R., Advanced Accounting, Standard Accountancy Publication Pvt. Ltd,
Bombay
References ,
1. Directive of Nepal Rastra Bank to Commercial Banks, Development Banks and
Finance companies.
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