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WAKENYA PAMOJA SACCO- KISII 

MICROFINANCE DEPARTEMENT 

 

CONTROL PROCEDURES FOR THE MFD INTERNAL CONTROLLER 
 

 

These procedures will be tested under the supervision of the Microfinance Manager from April to 

December 2007 by the internal controller of the MFD, on part time basis, according to the 

attached work plan. 

 

 

PURPOSES OF THE CONTROL 
 

The main purposes of the internal control are to: 

 

1. Verify the accuracy and consistency of the transactions recorded in the groups 

bookkeeping, members passbooks, Bankers Realm and ASMAS. 

 

2. Verify that the groups have designed specific internal rules for the operations with the 

MFD and that they are complied with. 

 

3. Control the accuracy of the reports provided by Bankers Realm. 

 

4. Verify specific operations that present a high risk of error or fraud. 

 

NB) Additional fields of control might be defined once the roles of the supervisors regarding the 

control of the MFA and groups will have been specified. 

 

To achieve these objectives, the IC carries out: 

 

- Control at the group level on site on a sample basis. 

- Regular controls at the Branches. 

 

The MFM establishes a yearly work plan for the internal controller and monthly planning, that 

are evaluated every month with the internal controller. For that purpose, the IC uses the same 

activity planning tool that the ones used by the other staff of the MFD. 
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CONTROL METHODOLOGY AND PROCEDURES FOR GROUP 

CONTROL 
 

The internal controller controls on a sample basis the transactions at group level, according to the 

work plan designed by the MFM. 

 

The criteria of selection of the groups to control are: 

 

- Several groups per MFA must be controlled each year. 

- The priority must be given to groups where there is or where there has been recently defaults 

(higher risks of fraud), and to the group with the biggest portfolio (higher “volume” risk). 

 

The control is done during surprise visits, when the group has a meeting. One or two groups are 

controlled per day (depending on the size of the operations and the accessibility of the group). 

 

The information regarding the date and place of the group meeting must be available in the group 

file, as well as the telephone number of the group leaders. As it is possible that the group has 

since the filling of the file changed the date and location and that IC cannot contact the group 

leaders by phone, the IC must select several groups in the same area before going for the control. 

 

I) Preliminary works to be done at the branch 
 

1. The IC collects from BR reports the following information 
 

a) List of the members of the group 

b) Outstanding amount of loan of the group, on time and in default. 

c) Last loan disbursed amounts (since the last control). 

d) List of repayments made since the last control, including the penalties. 

e) Outstanding amount of Cash Collateral for the group. 

f) Total LIF deposited by the group (since last control). 

 

2. The IC checks that the following rules have been applied properly 

 
a) The loan amounts approved for the last 2 loan cycles comply with the MFD rules (through 

group file or BR). 

b) The cash collateral and the loan insurance fund have been properly calculated (through group 

files or BR). 

c) The penalties, if any, have been properly calculated (through group files or BR). 

 

3. The IC checks in ASMAS listings that the same information has been recorded 

for each type of account. 
 

If not, he identifies the mistakes and reports them in the control report. 
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4. The IC collects the last control report. 

  

5. Follow up of the recommendations at branch level. 

 
If recommendations were to be implemented at the branch level, he checks that they have been 

followed. 

 

If not, he reports it in the report format. 

 

II) Introduction of the control to the group 
 

When he arrives on the meeting place, the IC introduces himself and explains the purpose of the 

control, which is to check the accuracy of the transactions of the members with the group and of 

the group with the SACCO, and the respect of procedures. 

 

He insists on the fact that for every institution dealing with money, it is necessary to control the 

transactions, to protect the interests of the clients and of the institution. 

 

What he is doing does not mean that we don’t trust the group leaders and members, but as the 

saying goes, trust is not incompatible with control. 

 

He specifies that the group can continue its meeting during the control, and that he will just need 

to have access to the group bookkeeping and to ask form time to time some questions to the 

group leaders and members. 

 

III) Checking of the presence of all documents 
 

The IC checks that the following documents are available for the control: 

 

a) Cash transactions journal 

b) Loan schedule and repayment form 

c) Savings follow up 

d) Group account transactions register with SACCO deposit slips 

e) Group account SACCO passbook 

f) Members passbooks 

g) Copies of the loan agreements 

 

If he finds out that the group leaders have member’s passbooks with them, he reminds the group 

that the passbooks must always be in possession of the member, as it is a way to control the 

transactions made by the group leaders. 

 

IV) Follow up of the recommendations of the last control 
 

Using the last control report, the IC checks with the members and the bookkeeping if the 

recommendations have been followed. 
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If not, he reports it in the report format and reiterates the recommendation. 

 

V) Checking of the group members 
  

The IC checks with the group the number of members of the group, men and women. He 

compares with BR list. 

 

In case of difference, he reports it in the report form. 

 

VI) Checking of the treasurer books and members passbooks 
 

1. The IC collects the documents and passbooks from the treasurer and members. 
 

2. The IC checks for all the passbooks that the first page is fully and properly 

filled. If not, he asks the treasurer to make the necessary corrections. 
 

3. Checking of the cash balance 

 
The IC checks that the cash balance in the cash transactions journal is accurate (by calculating 

initial balance + cash inflows - cash outflows).  

 

If there is a mistake, the IC must check the individual transactions to find out where the mistake 

is. The necessary corrections are then made by the treasurer. 

 

If the balance is positive, the IC checks with the treasurer when it is planned to deposit the cash 

to the SACCO group account. If the cash balance is very high, and that no deposit to the group 

account has been made recently, the IC must check that the money is available. 

 

4. Consistency Cash transactions Journal – Passbooks. 
 

The IC checks that, since his last control: 

 

b) Total of transactions for each type of transaction in the cash transactions journal is equal to the 

total recorded for the transaction in the member’s passbooks. 

 

The different types of transactions are: 

 

h) Loan insurance fee payment. 

i) Cash collateral payment or refund. 

j) Loan disbursement or repayment. 

k) Penalty payments. 

l) Savings deposit or withdrawal. 
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If for a type of transaction, the two figures do not tally, the IC must check the individual 

transactions to find out where the mistake is. The necessary correction is then made by the 

treasurer. 

 

For each transaction in the passbooks, the IC must check that the treasurer has signed. 

 

Specific verifications 

 

 If there have been loan disbursements since the last control, the IC checks that the copies 

of the loan agreements are available at the group level, and that the loan agreements have been 

properly filled (notably the different signatures). 

 

 The IC checks that the totality of the loan amounts disbursed to the group by the SACCO 

has been disbursed to individual members. If it is not the case, the IC asks the group why and 

checks that the procedures in this case have been respected. 

 

 The IC checks that the totality of the Cash Collateral and Loan Insurance Fund paid by 

the members to the group has been deposited by the group to the SACCO. If it is not the case, the 

IC asks the group why and checks that the procedures in this case have been respected. 

 

 In case of refund of cash collateral by the SACCO to the group, the IC must check that the 

transactions has been done according to the MFD rules, and that the members have actually 

been refunded. 

 

5. Consistency Loan schedule and repayment form – Cash transactions journal 
 

The IC check that, for all the loans disbursed since the last control, the total repaid in the 

repayment form is consistent with the total repaid in the cash transactions journal. 

 

If there is a difference, the IC must check the individual transactions to find out where the 

mistake is. The necessary corrections are then made by the treasurer. 

 

6. Consistency Savings follow up register - Passbooks 
 

The IC checks that for each member, the savings balance in the savings follow up register is the 

same than in the member passbook. 

 

If there is a difference, he checks the individual transactions of the member to find out where the 

mistake is, and he asks the treasurer to make the necessary corrections. 

 

For each transaction in the passbooks, the IC must check that the treasurer has signed. 

 

For each transaction in the savings follow up register, the IC must check that the member has 

signed. 
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7. Checking of the balance in the group account transactions journal 

 
The IC checks that the balance in the Group account transactions journal is accurate (by 

calculating initial balance since last control + deposits - withdrawals).  

 

If there is a mistake, the IC must check the individual transactions to find out where the mistake 

is. The necessary corrections are then made by the treasurer. 

 

8. Checking of the group account slips 

 
The IC checks that for each transaction in the Group account transactions journal, the SACCO 

slip is available and consistent with the recording in the journal. 

  

9. Consistency Group account transactions journal – Cash transactions Journal – 

Group account passbook. 
 

The IC checks the consistency of the transactions in the group account passbook, the cash 

transactions journal and the Group account transactions journal. 

 

a) He checks that the following figures are the same, since the last control: 

 

. Total amount deposited to group account in the cash transactions journal (outflow) 

. Total amount deposited to group account in the Group account transaction journal (inflow) 

. Total amount deposited in the group passbook. 

 

b) He checks that the following figures are the same, since the last control: 

 

. Total amount withdrawn from group account in the cash transactions journal (inflow) 

. Total amount withdrawn from group account in the Group account transaction journal (outflow) 

. Total amount withdrawn in the group passbook. 

 

In case of differences, the IC checks the individual transactions to find out the mistakes and asks 

the treasurer to make the necessary corrections. 

 

VII) Checking of the consistency between the group bookkeeping and the 

SACCO records 
 

The IC checks that the following amounts are the same than the one collected before the control 

from the SACCO records: 

 

1. Outstanding amount of loan (in the repayment form) 

2. Outstanding amount of loan in default (in the repayment form) 

3. Amounts of the last loans disbursed to the group since the last control (in the cash 

transactions journal) 
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4. Total repayments made since the last control (in the cash transactions journal) 

5. Total penalties paid since the last control (in the cash transactions journal) 

6. Outstanding amount of cash collateral (outstanding balance at the end of the last control + 

Total deposits of CC to the SACCO in the cash transactions journal – Total refunds of CC 

to the group by the SACCO) 

7. Total LIF paid by the group since the last control in the cash transactions journal 

 

In case of differences, the IC tries to find the causes and ask the treasurer to make the necessary 

corrections. 

 

The necessary verifications are made in the SACCO records after the control, and the IC lists the 

corrections to be made either in the SACCO books or in the group books in the report control. 

 

VIII) Checking of the presence of the internal rules and group procedures for the 

bookkeeping 
 

1. The IC checks that the group has designed internal rules for the MFD operations 

and that they are available, especially regarding the management of individual 

default and the organization of the operations at group level (collection of loan 

repayment, management of the savings). 
 

2. The IC checks that the internal rules have been applied (vary from one group to 

another, except for the rules that must be applied uniformly in agreement with the 

MFD. 
 

In particular: 

 

a) The IC lists from the loan repayment form the group members in default with the group. 

He checks with the group members that the necessary steps have been taken for the recovery of 

the loan according to the group internal rules. If not, he advises them to apply the rules. 

 

b) The IC checks that the rules regarding the transactions of the members with the groups are 

complied with (specific days for the transactions, presence of all the group members for the 

transactions, …). 

 

IX) Checking of the transactions with the members 
 

a) If all the members are present during the meeting, the IC checks during the control with the 

members that they agree with the transactions recorded in their passbook (outstanding amount of 

loan, outstanding amount of savings, CC, LID and penalties paid). According to the size of the 

group, the IC may check only with part of the members (at least 5). 
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If there is disagreement, the necessary verifications and corrections are made. 

 

b) If some members are not present during the meeting, the IC goes to visit some of them after 

the meeting at home (2 to 3), to make the same verifications. If there is a discrepancy, the 

necessary investigations and corrections are made with the treasurer. The priority must be given 

to the members that appear in default in the group books. 

 

X) Reporting 
 

The IC fills the reporting sheet (see model in appendix) progressively during the control. The 

conclusions and recommendations parts are filled at the end of the control. 

 

NB) If frauds have been identified or are suspected, the IC must as soon as possible report orally 

to the MFM. 

 

The report is given after the control to the MFS or MFM, who makes their comments and 

recommendations (to the MFA, the Branch, …). 

 

The report is then given to the MFA so that he is informed of the results of the control and of the 

recommendations of his supervisors. The MFA signs the report and gives back the copy to his 

supervisor, after having noted down the recommendations. 

 

XI) Briefing of the group on the outcomes of the control 
 

The IC summarizes to the group members the main conclusions, findings and recommendations 

of his control, that he leaves in writing to the group. 

 

In case of fraud or suspicion of fraud, bad bookkeeping or non respect of the procedures, the IC 

must report as soon as possible to the MFM or MFS, who must decide on the actions to be taken. 

  

Before leaving, the IC signs in the cash transaction journal and group account transactions 

journal under the last transactions controlled, with the date of the control. 
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SUMMARY OF THE PROCEDURES FOR THE GROUP CONTROL 

 

 

I) Preliminary works at the branch 

 

1) List of the members of the group, financial situation and transactions made by the groups 

since last control. 

2) Checking of rules for loan amounts, and calculation of cash collateral, loan insurance fund 

and penalty for the group. 

3) Check consistency of information in ASMAS for the group. 

4) Collection of the last control report. 

5) Follow up of the recommendations at branch level. 

 

 II) Introduction of the control to the group 

 

III) Checking of the presence of all the documents 

 

IV) Follow up of the recommendations of the last control 

 

V) Checking of the group members 

 

VI) Checking of the treasurer books and members passbooks 

 

1) Checking of first page of passbooks 

2) Checking of cash transactions journal balance 

3) Consistency Cash transactions journal – Passbooks. Specific verifications for: 

a. Loan agreements 

b. Loan disbursements to the members 

c. Deposit of the CC and LIF paid by members to the SACCO 

d. Case of CC refund  

4) Consistency Loan schedule and repayment form – Cash transactions journal 

5) Consistency Savings follow up register – Passbooks 

6) Checking of Group account transactions journal balance 

7) Availability and consistency of the SACCO slips 

8) Consistency Group account transactions journal – Cash transactions journal – Group 

account passbooks 

  

VII) Checking of the consistency between the group bookkeeping and the SACCO records 

 

1) Outstanding amount of loans 

2) Outstanding amount of loan in default 

3) Amounts of last loans disbursed 

4) Loan Repayments 

5) Penalties 

6) Outstanding amount of cash collateral 
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7) LIF paid 

 

VIII) Checking of the presence of the internal rules and group procedures for the 

bookkeeping 

 

1) Existence of group internal rules (management of default, organization for the 

transactions, …) 

2) Verification that the internal rules are complied with. In particular: 

a. Situation of the individual members in default. 

b. Organization of the transactions 

 

IX) Checking of the transactions with the members 

 

During the group meeting if all the members are present. 

Through visits to the members if not. 

 

X) Reporting 

 

XI) Briefing of the group members 

 

XII) Handing over of the report to the MFM or MFS. Oral report is made as soon as 

possible in case of fraud, suspicion of fraud, or specific issues. 

 

 

 

 

 

 

 

 



Kenya MFD Internal control procedures 

 11 

 

CONTROL METHODOLOGY AND PROCEDURES FOR THE CONTROL 

OF THE DATA ENTERED IN BANKERS REALM AND OF THE 

REPORTS 
 

One day per month, the IC makes the following verifications in each branch: 

 

- Accuracy of the data entered in Bankers Realm by the DEC. 

 

- Fulfillment of their work plan by the DEC and the Branch IT assistant. 

 

- Reliability of Bankers Realm reports. 

 

I) Verification of the data entered 
 

1) The IC checks comprehensively the following transactions for the last month (or since the last 

control): 

 

- Loan disbursement and repayments (principal, interests and penalties), Cash collateral deposit 

and withdrawal, LIF deposit and use to repay loans. 

 

He checks the information entered in the software with the information available in the group 

files and other transaction vouchers. 

 

- Operating expenses, fixed assets transactions. 

 

He checks the information entered in the software with the information available from ASMAS. 

 

2) The IC checks by sampling the other entries (new groups, new members, loan application, …) 

 

He checks the information entered in the software with the information available in the group 

files. 

 

When an error is identified, he records it in the Data Entry control report (see in appendix). 

 

II) Verification of the DEC and IT Branch assistant work plan. 
 

1) The IC checks the level of fulfillment of the work plan of the DEC.  

 

He checks this through the DE follow up sheet of the DEC, and using the user tracking report of 

BR. He reports in the control report. 

 

2) The IC checks that the IT branch assistant has controlled the data before the closing of each 

day of transactions. 
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He checks this through the Control follow up sheet of the IT assistant, and using the user tracking 

report of BR. He reports it in the control report. 

 

III) Verification of Bankers Real reports 
 

This part is to be specified once the list of the BR reports has been finalized. 

 

The principle is, for each report, to check that the information provided is reliable (for example, 

the outstanding balance of loans in a report must be the same than in the trial balance, …). 

 

The results are put down in the control report. 

 

IV) Reporting to the MFD and Branch 
 

The control report is filled progressively for each step during the control. 

 

The report is handed over to the MFM or MFS and to the Branch manager. 
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CONTROL METHODOLOGY AND PROCEDURES FOR THE CONTROL 

OF THE CONSISTENCY BETWEEN BANKERS REALM AND ASMAS 

DATA AND OTHER SPECIFIC CONTROLS 
 

The IC carries out on a quarterly basis the following controls: 

 

I) Consistency between BANKERS REALM and ASMAS 
 

The IC controls the last Trial Balances available from BR and ASMAS, and checks that the 

figures for each account are identical. 

 

In case of differences, he reports it in the control report (see in appendix). 

 

II) Specific controls 
 

1) Respect of the rules regarding the loan amounts 

 

The IC checks that the rules have been applied for all the loans disbursed during the last quarter 

(or since the last control). This is done using the group files and BR data. 

 

2) Loan agreements 

 

For all the loans disbursed during the last quarter (or since the last control), the IC checks the 

availability and correctness of the loan contracts (amounts, signatures, …). 

 

3) Calculation of the Cash Collateral, LIF and penalty 

 

For all the transactions pertaining to the CC, LIF and penalty payment during the last quarter (or 

since the last control), the IC checks that the calculations have been made correctly. 

 

This is done using the BR data and group files. 

 

4) Case of Cash Collateral refund 

 

If CC has been refunded during the quarter (or since the last control), the IC checks that the 

transactions have been done correctly and according to the rules. 

 

5) Case of LIF use for repayment 

 

If  LIF has been used during the quarter (or since the last control) to repay the loan of dead 

members, the IC checks that the transactions have been done correctly and according to the rules. 
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III) Reporting to the MFD and Branch 
 

The control report (see model in appendix) is filled progressively for each step during the control. 

 

The report is handed over to the MFM or MFS and to the Branch manager, with a copy of the 

Trial balances produced by Bankers Realm and ASMAS. 

 

 




