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Terms of Reference

For appointment of a Chartercd Accountant Firm

For Statutory Audit of A
) ¢ S
coun:'s) of State AIDS Control Society under the NACP-Phase v
program for the year 2014-15 (Financial Audit)
Background
The S 3
State AIDS Control Society is o registered Socicty which is implementing the

Centrally Sponsored P : ' 5 C

] AlpDS Comth{og;a:upf pf Nnuoniﬂ AIDS Control Progtamme (NACP-IV) being implcmcntcd by

ipectin ool G%.I n:ls‘.llmn {NAC,P]. Department of Aids Control (DAC) as per the memorandum

D s i n‘ ia and State Government. Funds arc received from the sources: World Bank and

Malaria in channel ogether known as Pool Funds and from the Global Fund for HIV/AIDS, TB &
s called Rounds. All of which together constitute the NACP IV financial envelope.

Programme Objectives
The key programme objectives of NACP-1V are

11. Ficdu‘cc sew infections by 50% (2007 baseline of NACP ).
7 Provide comprehensive care and support 10 all persons living with HIV/AIDS and treatment services for
-

all those who require it.

To achieve the above objectives, the following key strategies have been identified.
services with a focus on HRGs and vulnerablo population.

1. Intensifying and consolidating prevention
population and (b) high risk groups with a focus on behavior

7. Expending 1EC services for'(a) general

change and demand generation.

3. Increasing access and promoting comprehensive carc, support and treatment.
d facility levels.

4. Building capacity at National, State, District an
5. Strengthening Strategic Information Management Systems.

Objective of Audit
ents (Balance Sheet, Income and Expenditure and Receipts
s a professional opinion on ¢he financial position of the
at the end of each financial year and
ported by the

The objective of the audit of the Financial Statem
and Payments) is 10 enable the auditor to CXPres
e State Aids Control Socicties of Municipal Aids Control Societies
of the funds received and expenditures for the accounting period ended March 31, 20 .asre
Financial Statements fund wise (Pool fFund and Round wise in case of GFATM).

The SACS/MSACS accounts (books of account) will provide the basis for preparatio
tablished to reflect the financial transactions in respect of the project:
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Scope (9-’

The audit wi) be ca

nstitute of Chartereq Accou
necessary under the circumst

med out i accordance with Audit & Assumr;ce St
ntants of India and wi)l include such tests a
anees. In conducting the audit, special

andards of” Auditing issucd by
nd controls as the auditor consic

attention should be paid to the following:
An assessment of y),

controls, This w
operational cont
policies, plans

c a L] 1 W 1 i i '
e dequacy of the project financial management arrangements, including inter
ould include aspects such

rols and needs for reyis; s (i) “d‘-'fl“ﬂc]f and ct’ﬁ:clivcncss of accounting, financial ¢

anft needs lor revision of the same, if any; (i) level of compliance with establist

methods of remc:il)riliJ n:i:_f:;]ms: (lu). ".’h“b'!i‘b’ of accounting systems, data and financial reports; (

and liabifities * .”g : controls or creating them where there are none, and: (v) verification of ass
thties. This assessment is re

and specific ¢

. ! I quired to be carried out for each every year of project implementati
mments on these aspects are required be provide i '

se as i rovided by the auditor annually in 1
Management Letter; q ’ } ‘ }

f'l\.ll funds sent by GOI/ State Society as grant-in-aids should be appropriately ¢lassified as (i) Utilized; a

(i) lJn-llilllzefl. Utilization of funds shall be recognized as expenditure based on actual amount spent

accordance with the conditions as laid down in the Project Implementation Plan and relevant financir

iﬁrﬂ!:‘l?t;ms (World Bank/ GFATM agreements, ele) and only for the purposes for which the funds we
rovided,

¥

All funds have been used in accorda

. .. 5 S e
. nee with the relevant financial norms and financial regulations it
due attention o economy and efficic

ney, and only for the purposes for which they were provided.

All expenditure, including_ procurement of poods and services has been procured in accordance witl
relevant provisions of the Procurement Procedures prescribed for the program. Proper documents, namely
purchase orders,

chas tender documents, invoices, vouchers, receipts, pay bills, TA bills cte. are duly
maintained and linked to the transactions,

All the goods procured and issued.are supported by valid receipt and issue documents and are recorded in
the stock/ inventory registers and the closing balances worked out correct] ¥ Special attention is necded on
payment thraugh cash and comment on adequacy of limit on cash payment is therefore solicited.

Expenditure incurred with reference to the budget allocation approved by NACO/DAC. In case the
budget allocation is excéeded, proper re-appropriation duly approved by the competent authority has been
obtdined.

.

The expenditures reported as per the quarterly IUFR/CPFMS are in agreement with the audited
expenditure/ books of accounts and variances are documented.

An assessment of closing advances including staff advances. Present an ageing report of the outstanding
advances for more than one year.

An assessment of the compliance of previous audit observations raised, il any. The audit repott should
include a separate Para in this regard.

Based on the assessment of the adequacy of the internal audits of the peripheral units/ NGOs the ;ludi[ﬂr
should cover a sample, not less than 10% of total SACS contracted NGOs and 5% of the peripheral units

other than NGOs. The auditor would need to physically visit the various field offices. The details of
coverage of NGOs/ peripheral units should be separately indicated in the Audit Report.

-
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B will l;c the NGOs 1o w

e -
Method of sampling for SACS contr (j S,L’L'

hom highest Grant in aid ( A L the NGOs otz

Sample shal] bo selected by GIA) (annual contrget v

the auditors ( alue) is being provided and th
: duditors (rational to be provided in the aud: :
S. On annug] basis, atleast 509 of Ao e ey sepan)

bltE tho{se covered in the audjy of the previ e, audited NGO should be new and th

heral units othe
L 10m funds are bci;1 ro :lm-tf}-1 - NGO.S: On a yearly basis 5% (in number) of the ton
activities, The sample s & translerred during the year of audit, for implementing progran

consultation with th :y e auditol—;,-. (rational to be provided in the audit report) i
relensed by SACS. e selected units shall be (he one with highest grants/ budge

. : i : . '
remaining g 1llea'st 75% of the audited peripheral units should be new and th
¢ audit of the previous year,

audited, 5% (in numbe

¢ SACS preferably
On annual basis,
hose covered in th

Financial Statements

The financial statements should include:
a u = M . . . . " ph H %
(@) As mmary of funds received, showing the grantin aid from GOl and funds reccived from other sources.
donors, if any separately: 'I
N

(b) A summary of expenditures shown under the main project activities of expenditures; and

() A Ba.l:m.ce Sheet showing accumulated funds of the project, bank balances & other assets of the project.
and liability, if any,

™

Reconciliation with the Financial Reports

In addition to the audit of Financial Statements, the auditor is required to audit the Interim Unaudited Financial
Reports (IUFRs) used as the basis for the disbursement by the World Bank and the Round wise IUFRs of the
GFATM. The auditor should apply such tests and controls as the auditor considers necessary under _lhc
circumstances. These should be carefully compared for project cligibility with the relevant ﬁn_zm-:mg
agreements and the Project Implementation Plan for guidance when considered necessary. The following are
required to be annexed to the Project financial statements:

1. When incligible expenditures, if any, are identified as having been included in the withdrawal applications.
these should be noted separately by, the auditor in an annexure.

2. The amount of expenditure reported in the IUFR should be reconciled with the amount appearing under the
summary of expenditures of the receipts and payments statement.

[

Audit Opinion

Besides a primary opinion on the Financial Statements, the audit report of the Society Accounts should includu‘
a sepm;atc paragraph commenting on the accuracy and propricty of expcndnures. sh.nwn_m the Statements ol
;xpendilure ah;;l the extent to which the Donor/Agency can rely an [UFR’s as a basis for reimbursement.

Time Period for Submission

The audited financial statements including the audit report and management letter should be sent as within 60
e 5
davs from the close of the financial year.

1) N
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anagement Letter

r.d .l. i Sy > -4
In addition to the audit reports, the auditor should prepure a “management letter” fund wise (Pool Fund. Roun

wise of the GFATM and for DBS) in which the auditor should: '

a) Give commen SiiERaE 1 :
) ents and observations, if any, on the accounting records, sysiems and controls 1l

examined during the course of the audit;
and internal controls and mak
peripheral unils and NGO:
if any, on such units shoul

akness (if any) in systems
ding adequacy of control over
he auditor, the observations,

b) Identify specific deficiencies and arcas of we
recommendations for their improvement inclu
whc.re a s'amplc of peripheral units are covered by t
be listed in an annex..

‘
F
{

}
{
’l'
1
i
yal wer i
i
!
I
t
|
H
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¢) Comment on the adequacy of segregation of dutics in the SACS.
control procedures as documented in th

¢ of compliance with the financial/ internal
project & NGO/CBO guidelines.
-

as per the procurement manua

d) Report on the degre
financial manual of the
| issucd by NACO.

¢) Report any procurement which has not been carried out

f) Report inappropriate cash payments, if any.
revious audit observations raised in management ictler by previous auditor.

a) Compliance of p
nces including staff advances.

adequacy of the system of adjustment of adva

h) Comment on the
it which might have a significant impact 0 :

i) Communicate matters that have come to attention during the aud

the implementation of the society; and

j) Bringto attention any other matter that the auditor considers pertinent.

ment Letter must be accompanied
mments both on the observations and suggeste

by a suggested recommendation from tF
d recommendations.

| The observations in the Manage
f auditors along with management €0

ncial manual, procureniel |

General
to all legal documents, correspondence. fina
associated with the proje |

' The auditor should be given access

| manual, NGO/CBO guidelines and notices from NACO and any other information
' and deemed necessary by the auditor. .

it is a pre-requisite that t}
ocedures. The table belo

hin the Government,

Key Resources:
ting and financial pr

As the project is being implemented by
key personnel should be familiar with th

l sets out minimum team requirements:
NN =, o T
S.no Expericnee No. of persons and persol
days (per state depends on Si7e

a registered society wil
e government accoun

-
Description of services o be
& expenditure incurred Dy

provided
that state) -

-
Qualified Chartered Accounant with at | 1 person
enst 15 years ol expericnce s o partner | 02 - 08 days

Qvernll coordination, &

1 Partner/Audit Manager
planping. and team leadership.
reporting, liaison with elient | with expertise in the nrea of stawtory
1 - audlt planning. exctution nnd reporting | .

— --—-——'——____'__-’——_—'—____'___—_'_'__'_ = _E
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= o
b Audit Team Leader Rcspoﬁi_l;ﬁﬁ;‘_‘“-——— ' |

T i e —
audil 10 lead the [ Qualificd Chantered Account

i) leams in II'u: field, | teast 7 years of experience
planning, land Cxecution of the | audit with expertise in procy
audits, discussions with head

. i
ants with at | 1 person {
in statutory | 05 ~ 20 days
rement audit

|

Fams desirable and with ghility 10 lead the |

l‘_t'fih.t:c n stm'c nlnd feport | team and interact with wenior level F

" Feom Moo o “F'"Q‘%MM government ollicials ) }
i C‘i“]“ cmber (qualificd i-!c]u wevel nudi (including | Person with experience in General | Suflicient numbers |
VISUS 10 sample of NGO/ | Financial Rules, budgets. and financial | (05 -20 days E

peripheral units) rules of the Govi. experience i |

i procurcment audit desirable B | {

feam Member (article | Field Tovel audit (including | Assistant with experience in_internal | Sufficient numbers | !

cleark) Visits 10 a sample  of | sudit and report wiiting. Experience in | 05 - 20 days [ i
peripheral units) procurement audit is desirable. | ;

|

¢

|

Period of appointment

s : and if serviges are suitable. the
Period of appointment of auditor shall be initially for a pcnqd of one year, and‘ IfSLT\-’; c,;-cs:];ar::ce ﬁ;:::s Lo
appointment may be extended further on an ann:.iaﬂ basis but for a «?mm:ghc roport, Forther, based on
Perlormance shall be primarily assessed on the basis of quality and timeli :j‘.crss e e s i AL
the performance assessment, extension/ re-appointment letter shall hc_tszuc Or:icul’lr e ooty [6°3
cooling period of 2 years may.be kept for CA firms who have audited a particuld
period of three years.

Selection Method

i 3 d as per paragmph 2
Selection may be made following the "Quality and Cost Based Sclci:;%naﬁg(é I;rbr)o ::1 ::'ho p
of the Guidelines: Selection and Employment of Consultants by Wor

n QCBS method, the combined Qual v jghti i d cost scores in

i is arri by weighting the quality an s o

i lity and Cosl Score is arri ed at by ' y buri v

l'l . io of 8i0 2[1q tre:specti\!v::ll])! or c::hnical and Financial Scores. The appointment shall be done by g
the ratio of 80:20, for T [

REP).
{wo stages 1) Expression of Intetest (Eol) and 2) Request for Proposal (RfF)

|

B
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. project Financial Statement)

e rjee! Director.
" e AIDS Control Society,
(atradnetory Paragraph

we have audited the accompanying financial shtements
(fipsced under World Bank Credit Now.... } as of March 31, 20..

ppinion on these financial stotements based on our audil

Seape Paragraph

We conducted our audil in aceordance with
pceountants of India. Those Staridards Tequite |
agsurance Whoul whether the Fnancial sEAlCMCEs

exInINE, n
fipangial statemments. An andil glsn includes asgessing the prcouting principles et e helieve et ou
madi by manegement, As wiell as evatusting the averall finaneial tatement presentation. !
audit provides a reasonable basis for our opinian.

=

Dpinion Paragraph

T our uplulﬁn.th: {inancinl statements. read with observatian. 1 it
and Application of Funds ard the Finoneial position P Siate Ajde Control Seciety
erded March 31,20, in secordance with consistency applicd gecousting srandards.
o | ' o has been maintained 1© support the
iy addition, {a) with respect 1o TUFRS pdequate SUPPOTIAG dosumenttion g
v FRs (b) which ex stures are cligible for firancing uaces b ﬂmlft.l'ﬂmnl Aprecment ic; PEE;EE:E"; :II!
| ponds and services has been carricd oul o3 per the procurement manul issued by NACO, GOl o
: puidelines.
[ame and pddress of pudit Firm]
i | Dute - Completion Dale of Audit)
T{»‘-u:r:-.ﬁwm and Application of Funds™ sialement ia always required for each project. A halance sheel 2 also
; réqul:eﬂ where the project has assels and liabilitizs.
fhe il report houlil Hate i d clear o

of the National AIDS Comrol P
_ Our responsibility i 0 ERpress an

Standards o0 Auditing i
bt we plan and per
are free of material m

is given by 1he anditar.

i, review of intes

if ony. give

©
. @\

moiject - Phase TV

e —, -

watimile of Chortered
form the audit to abiain reasunphle
el An it ineludes

rpat] controls el disclosures in the
and significant estimaies

esued by the li

the Sources
[ar thie sl

e e
— L R L

o true aned [nif wiew af

7. In case & gualified apinion oF mﬁclalnﬁi
s formalive manner il the reasons [of eyl B QLI |
| |
1. Audis report fias 12 be pecompanied BY
w) Management wl.e -
| - . " T‘El 'I ; - . . . |
| h;- mﬂ?ﬁﬂ &:;::l'ld‘-'tmf g5 peEf TUFR with the npinal expendine U8 eported tha sl
L=
i tEmenl
\ d) iﬁﬁfﬂn whither there are Aty expeplions with adhevenee 10 fhe procurciEnt peocedure
(&)

3
-
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INTERNAL AUDIT OF N AOSCHOSDAPCLPERIPHERAL UNITS
. U IJl.':R_'l'llE STATE ALDS CONTROL SOCIETY (SACS)
UNDER TIHE NATIONAL AIDS CONTROL PROGRAMME FITASE-1V

Tha l'l"ﬂ!'.tl'lfliﬂ l’!“d“ "r'lrlll I.:IE 'l:ﬂﬁ“llﬂd WI onn mnml”ﬂ“ mm“ﬁﬂ_l.r mm nnd ||m. COVGER Hrnplﬂ
of NGOs and district unilsisub district unils selectad on a percentage basis. 1t should be
conducted so as 1o cover all districls and peripheral uniis at least onca in 3 yoars. It should
be ensured In the internal audit thal e preseribed accounting system including regular
Jbank reconciliation is striclly folowed, This will include physical verification of assats,
mventories ete. A sampla questionnaire {checkist) s provided below,

In 511"1534’- where there is o large number {more than 25) of NGOsACBOS, sepamte uuditnt‘s.l'imlél
of auditors miny be appointed for an-site audit of NGO, In States where the aumber of such
W00 CROs 29 less them 25, (ke interal awhitor of SACS may nlso cover NGOs

Timing for awdit ood submission of the andit report - s
Mﬂ st ending | Audit of NGOs, DAPCU and peripberal units | Submission of report
June July 16t 30 _August 13

Sept Oey 16-30 Mov 15

Dec . Jon 16 -30 Febl}

March Aprll 16-30 Blay 13

Orutpads that will be reguived of dee Interonl Auditor

The internal auditors should furnish o quastedy audit report {alongwith the checklists) to the
State Project Direclor with un exeowtive summary of the critical isswes’ [inding that requirc
attention of the senior management. A copy of the executive sumanary must be sent 1o NACO
and 1 ¢opy of the report mugt also be placed with the Executive Cormmittce of SACS. The report
should be structured in @ manner giving tbe obscreationy’ weaknesses, the implications,
suggestions for improvement asd the monagement comments, The status of the actions taken by
the management on the recommendations of the previous report should alsa be provided,
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Financial Reporting

* Check SOEs submitted during the
period under audit against books of
accounts and certify the correctness of
the SOEs and cligibility of
expenditure

* Is the NGO/CBO timely in submitting
financial reports to the SACS? Please
comument on the reasons for delay and
period of delay. In case of delay, what
actions are being taken by the -
NGO/CBO to address this issue?

Internal Audit - Compliance

Has the NGO/CBO submitted timely
and satisfactory compliance on the
audit of previous period (s)?

External Audit

» Have annual audited financial
statements received by SACS from
the NGOs?

Recovery from NGOs
Were any recoveries made from the

NGOs pursuant to audit objections?

Review by TSU

e Are on-site visits to the NGOs made
by the finance staff of the TSU?

e Is the financial review of NGOs by
the TSU adequate in terms of the
quality and frequency?

T —————

Peripheral Units

Sanction/Flow of Funds

e Has 4 sanction letter been issued to
the peripheral unit for the proposed
activity?

¢ Are the financial management,
financial reporting and date of
settlement of advance indicated in the
sanction letter?

o Js the settlement of advance received
by peripheral units from SACS done
on time and is it supported by a
proper utilization certificate?

3
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~ the peripheral units without

* Are subsequent tranches released to

settlement of the first advance?
Financial Reporting
® Check SOEs/UCs submitted during
the period under audit against books
of accounts and certify the correctness
of UC/SOE and cligibility of
expenditure
¢ Comment on the quality and
adequacy of the financial records
maintained by the peripheral units
(for the sample covered during the
course of quarterly internal audit).
Attach a separate sheet where
‘necessary.
* Comment on internal controls e.g.,
cash payments above the limit, proper
authorization of payments etc.

Payments and
receipts

o Comment on the process flow and

» Are the payments for expenditures in
line with the approved annual work
plan?

® Are the payments properly approved
in line with the financial delegation?

o Are the supporting documents
adequate, filed properly and easily
accessible?

o Salary Payments: are payments
supported by adequate and updated
staff records (signed contracts,
attendance register etc.)?

* Comment on timeliness of payments,
including salary payments

o Is there a serial control over payment,
receipt and journal vouchers?

e Are fthe expenditures/ payments
charged to the correct account code
and head of expenditure?

o Is the system generated voucher used
as the basis for approval of

payments?

what improvements can be made.

Overall
Monitoring of
advances

¢ Is the system for monitoring and
control of advances (including staff

I
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EIIZI'I-:M-EI:} adequaie? Are advance
Tepaters upqhg.ﬂ'?

* La there a Jarge nunber of overdue
advanees?

* Is an agging repant geacrated for
revicw by the project dircelor on a
periodic basis?

* Are adeguate sctions teken by
NGO peripheral units for recovery of

. advances?

? Operation of bank | » 5 there a dedicated btk pocout for

Berount. the: project and are a1l cheques signed
by two zignatories?

# [5 the bank reconcilintion carried out
ot a manthly basis end checked and
signed by the signalories?

s Are there sy un-reconciled or un- a |
accounted for balanees?

& Are pavments made by cressed
chagque! drafth |

a Iz there adequate phyeieal sontrol i
ovar cash, receipt books and blank
cheque boolks? X L

T e N

i Fisted Assetnand |« Have the procurement procedures i
Sencks pru:-rihed irt the Procurement !
Maonual followed by the NGOs for |

procurement of assets?

» Are these supparted by adequate and
valid supparting documents?

# Are the asseds procured dosumented
i the fxed assets repisler mentioning ’
location ete?

# Crrry sl & samlﬂe werifiealion al
fixed assets in NF0/CROs 2nd the
periphiral unitsf DAPCLE

¥ Are aneets reckived in kind also '
recoecied in 1he fived asset register,
merdioning the date of recsipt,
location etc? I ¥

L]

v Has any material besn purchased for
the: petivity?

# Has the purchased material been

__entered in the stock register? Is it upto |

| : ? 'u""/

bl e T T iy 2 _‘ﬂ
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] « | date and phygicar stock is in

agreement with ook balances?

* Istherea regular system of annual
Physical verification of agsets and six-
monthly verification of stocks?

S

Other Issues Any other issyes that the fim may like .

10 address . Tee—g s
i
'.

Signature of the CA Firm

. . |

=
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