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Independent Auditor’s Report

To the Chairperson of ActionAid Association

Report on Financial Statements

We have audited the accompanying financial statements of ActionAid Association (‘the Society’) which
comprise the Balance Sheet as at 31 March 2015 and the Statement of Income and Expenditure for the
year then ended and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and fair view
of the financial position, financial performance of the Society in accordance with the accounting
principles generally accepted in India and the Accounting Standards, to the extent applicable, issued by
Institute of Chartered Accountants of India. This responsibility includes the design, implementation and
maintenance of internal control relevant to the preparation and presentation of the financial statements
that give a true and fair view and are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with the Standards on Auditing issued by the Institute of Chartered
Accountants of India. Those Standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Society’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Society’s internal controls. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of the accounting estimates made by management. as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.




B S R & Company

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the
financial statements give a true and fair view in conformity with the accounting principles generally
accepted in India:

(1) in the case of the Balance Sheet, of the state of affairs of the Society as at 31 March 2015; and

(ii) in the case of the Statement of Income and Expenditure, excess of income over expenditure of the
Society for the year ended on that date.

For BS R & Company
Chartered Accountants

ICAI Firm Registration No.: 128032W

Sande:p Batra

Place: Gurgaon Partner
Date: 24 - c,/a -0y Membership No.: 093320
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ActionAid Association
Schedules forming parts of the financial statements

(All amount are in rupees)

Schedule 10: Significant accounting policies and notes to the accounts

1. Background

ActionAid Association ("AAA’or 'the Society') is registered under the Societies Registration Act,
1860 vide registration certificate number S-56828 dated 5 October 2006.

The Society has been granted an exemption under Section 12A of the Income Tax Act, 1961,
vide letter no. DIT(E)/12A/2008-09/A-2513/119 dated 25th April 2008. The Society has also
obtained exemption under section 80G(5)(vi) of the Income Tax Act, 1961 vide Order No.
DIT(E) 2011-12/A-2513/5744 dated 29th March 2012 for the period from 1 April 2012 to till it is
rescinded.

The Society receives funds for charitable purpose in India. The Society aims to deepen our
understanding of peoples’ ability for progressive expressions and solidarities within the context
of widespread social and ecological injustices, economic, political and cultural dispossession and
feminization of dispossession.

2. Significant accounting policies

(a) Basis of preparation of financial statements

The accompanying financial statements are prepared and presented under the historical cost
convention, on the accrual basis of accounting, in accordance with Generally Accepted
Accounting Principles (‘GAAP’) in India, and practices prevailing in India as applied
consistently by AAA.

(b) Use of estimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the financial statements, and reported
amounts of income and expenses during the reporting period. Examples of estimates include
useful life of fixed assets etc. Actual results could differ from these estimates. Any changes in
estimates are adjusted prospectively.

(¢) Fund accounting

Restricted fund are grants received from various funding agencies/individuals to carry out
specific activities. These are held in Society until used for the purpose specified against them.
At the end of the agreement, the unutilized restricted fund is returned to the respective donor. In
case the unutilized amount is not required to be returned to the respective donor, the same is
transferred to Statement of Income and Expenditure in the relevant year in which the project is
completed.
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it of the restricted funds are netted off from the restricted funds and included in the statement
& S income and expenditure as “Amount transferred from restricted funds to the extent
expenditure incurred.

Unrestricted funds are contributions received or funds generated by the Society. the use of
which is not restricted by the contributors/donors.
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(d) Foreign currency transactions

(e)

®

Foreign currency transactions are recorded at the exchange rates prevailing on the date
of the respective transactions. Realized gain and losses on foreign currency transactions
during the year are recognized in the Statement of Income and Expenditure. Monetary
foreign currency assets and liabilities remaining unsettled at the Balance Sheet date are
translated at year end rates and resultant gains/ losses on foreign currency translation are
recognized in the Income and Expenditure account.

Fixed assets

Fixed assets are stated at the cost of acquisition including incidental costs related to acquisition
and installation, less accumulated depreciation and impairment losses, if any. Cost is inclusive
of freight, duties, taxes and other directly attributable costs incurred to bring the assets to their
working condition for intended use.

Depreciation on fixed assets is provided on written down value method at the following rates:

Asset Rate (in %)
Per annum
Computers 60
Office equipment 15
Vehicles 15
Furniture and fixtures 10

The above rates and methods of depreciation are also in line with the estimated useful lives, as
determined by the management.

The appropriateness of depreciation rate and depreciation method is reviewed by the
management in each financial year.

Impairment

The carrying values of assets are reviewed at each reporting date to determine if there is
indication of any impairment. If any indication exists, the asset’s recoverable amount is
estimated. For assets that are not yet available for use, the recoverable amount is estimated at
each reporting date. An impairment loss is recognised whenever the carrying amount of an asset
or its cash generating unit exceeds its recoverable amount and is recognised in the Profit and
Loss Account. An impairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined
net of depreciation or amortisation, if no impairment loss had been recognised.

Provisions, contingent liabilities and contingent assets

A provision is created when there is a present obligation as a result of a past event that probably
requires an outflow of resources and a reliable estimate can be made of the amount of the
obligation. A disclosure for a contingent liability is made when there is a possible obligation or
a present obligation that may. but probably will not, require an outflow of resources. When
there is a possible obligation or a present obligation in respect of which the likelihood of
outflow of resources is remote. no provision or disclosure is made. Contingent assets are neither
recognised nor disclosed in the financial statements. However. contingent assets are assessed
continually and if it is virtually certain that an inflow of economic benefits will arise
and related income are recognised in the period in which the change occurs.
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(h) Leases

(i)

()

Lease payment under an operating lease is recognized as expenditure in the statement of income
and expenditure on a straight line basis over the lease term.

Employee Benefit

Benefits such as salaries, etc., are recognized in the statement of income and expenditure in the
period in which the employee renders the related service.

Defined contribution plan: The AAA’s employee provident fund scheme is a defined
contribution plan. A defined contribution plan is a post-employment benefit plan under which an
entity pays fixed contributions and will have no constructive obligation to pay further amounts.
Obligations for contributions to defined contribution plans are recognized as an employee benefit
expense in the Statement of Income and Expenditure in the year when the employee renders the
related service. Prepaid contributions are recognized as an asset to the extent that a cash refund
or a reduction in future payments is available.

Defined benefit plans:
Gratuity plan

The AAA’s gratuity plan is a defined benefit plan. The present value of gratuity obligation under
such defined benefit plan is determined annually based on an actuarial valuation carried out by
an independent actuary for the plan using the Projected Unit Credit Method, which recognizes
each period of current and past service as giving rise to additional unit of employee benefit
entitlement and measures each unit separately to build up the final obligation. The obligation is
measured at the present value of the estimated future cash flows. The discount rate used for
determining the present value of the obligation under defined benefit plans, is based on the
market yields on Government securities as at the valuation date having maturity periods
approximating to the terms of related obligations. Actuarial gains and losses are recognized
immediately in the Statement of Income and Expenditure. Gains or losses on the curtailment or
settlement of any defined benefit plan are recognized when the curtailment or settlement occurs.

The Society has taken a policy with the Life Insurance Corporation of India to cover it's liability
towards gratuity. The difference between the fund balance with the Life Insurance Corporation
of India and the gratuity liability of the society, as determined by an independent actuary, is
charged/written back to the Statement of Income and Expenditure.

Other long term benefits

Benefits under leave encashment constitute other long-term employee benefits. The liability ‘in
respect of leave encashment is provided on the basis of an actuarial valuation done by an
independent actuary at the year-end using the Projected Unit Credit Method. Actuarial gains and
losses are recognized immediately in the Statement of Income and Expenditure.

Revenue recognition

General donations and grants received for welfare programs carried out by the society are
accounted in the Statement of Income and Expenditure on cash basis.

Interest income on Savings Bank accounts is accounted on cash basis and interest income on
Fixed Deposits is accounted on accrual basis.
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(k) Expenditure
- The Society implements its programmes for strengthening training, research and policy
development in the area of eradication of poverty through projects conducted by itself or by
other local non-governmental organizations to which it disburses grants. Accordingly,
expenditure incurred by the Society during the year to monitor such non-governmental
by organizations and implement their internal projects is charged to Statement of Income and
Expenditure. ‘
-~ 3. The Ministry of Micro, Small and Medium Enterprises has issued an Office Memorandum dated

26 August 2008 which recommends that the Micro and Small Enterprises should mention in

their correspondence with its customers the Entrepreneurs Memorandum Number as allocated
- after filing of the Memorandum. Based on the information available with the management, there
are no overdues outstanding to micro and small enterprises as defined under the Micro, Small
and Medium Enterprises Development Act, 2006. Further, the Society has not received any
claim for interest from any supplier under the said Act.

-
4. Employee Benefit Obligations:
| Provident fund: An amount of Rs. 9,672,905 (Previous year Rs. 2,305,615) has been recognized
as an expense in respect of the AAA’s contribution for Provident Fund deposited with the
government authorities and has been shown under personnel expenses in the Statement of

Income and Expenditure.

Gratuity plan: The AAA operates a gratuity plan wherein every regular and contractual
- employees (with fixed term of three years and above) and who has completed three years of
service, is eligible for gratuity as per the group gratuity scheme of the Life Insurance
Corporation. The plan allows one month's basic salary per year of service (after a minimum of
e three years service) to be paid. In addition, in case of death in service, the legal heir / heiress or
the nominee of the staff as the case may be, is eligible to receive gratuity for the balance
potential service up to the normal retirement age.

e
Principal actuarial assumptions in respect of provision for gratuity and compensated absences at
the balance sheet date are as follows:
-~
Economic assumptions As at As at
31 March 2015 31 March 2014
Discount rate* 8% 9.12%
- Expected rate of salary increase* 7% 7%
Demographic assumptions
el
Retirement age 58 Years 58 Years
Mortality table IALM (1994-96) IALM (1994-96)
. duly modified duly modified
Withdrawal rates (%):
Age
Upto 30 years 3.00 3.00
| 31-44 years 2.00 2.00
Above 44 years 1.00 1.00

*The discount rate is generally based upon the market yield available on the Government bonds
at the accounting date with a term that matches that of the liabilities and the salary growth rate
takes account of inflation, seniority. promotion and other relevant factors on lor greymbasis.Co
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Other long term benefits: An amount of Rs. 763,449 (previous year Rs.234,251) pertaining to
compensated absences is recognised as an expense and included in ‘Employee benefits expense’

in Note 9.

5. Leases

The Society has taken office premises under operating lease arrangements. The lease rent
charged to Statement of Income and Expenditure is Rs. 15,051,668 (Previous year Rs.

3,874,243).

6. Expenditure in foreign currency:

Particulars For the year ended | For the year ended
31 March 2015 31 March 2014
Travelling 343,907 89,766

7. Related Parties

(a) Related party where transactions have taken place:

| Name of the Party Relationship

Action Aid - India Branch

Enterprise under the common control

Action Aid India- Karnataka Project

Enterprise under the common control

ActionAid India Society

Enterprise under the common control

(b) Related party and nature of the relationship with whom transactions have taken place during the

year:
Name of the Party Nature For the year ended | For the year ended
of transaction 31 March 2015 31 March 2014
Action Aid Receipt of funds 572,027,129 212,522,961
International, United
Kingdom
Action Aid - India Receipt of funds 146,000,000 0
Branch
Sale of Assets 0 -
Transfer of - 265,437
provision for
ratuity
Transfer of - 3,130,486
provision for
compensated
absences
Action Aid- Karnataka | Grant disbursement 11,96,286 3,15,000
Project N
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8. The Society is classified as Small and Medium Sized Enterprise (SME) of Level — 111 entity for
the purposes of applicability of Accounting Standards as defined by the Council of the Institute
of Chartered Accountants of India. Accordingly, the Society has complied with the Accounting
Standards as applicable to a Small and Medium Sized Enterprise.

9. Previous year’s figures have been regrouped / reclassified, wherever necessary, to confirm to
current year's classification.

As per our report attached

For BS R & Company
Chartered Accountants
ICA] Firm Registration No.: 128032W

o~ Nt

Sandeep Batra Sandeep Chachra

i . Secretary
Membership No.: 093320

For and on behalf of ActionAid Association

Place: Gurgaon Place: New Delhi
Date: 29- SE/O*lC"( Date: 2"7*Sc/3‘20 1$




