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REPORT OF STATUTORY AUDITORS

To:

The Project Director,

Maharashira State AIDS Control Saciety,
Mumbai 400 031

Introductory Paragraph

We have audited the accompanying financial statements of Maharashtra State AIDS Control
Soriety under the National AIDS Control Project - Phase 111 (financed under World Bank Credit
and DEFID wrant cullectively referred to as "New DBS Fund$”) as of March 31, 2014. These
fimancial statements comprise of the Balance SKeet as on March 31, 2013; Statement of Income
& Fxpeinliizee and Receipt & Payment Account for the period from April 1, 2013 to March 31,
2014. The management of Maharashtra State AIDS Contrgl Society is responsible for the
prepavation of the accompanying financial statements in accordance with applicable law and
accounting standards. Our responsibility is to express an opinion on these financial statements
audited in accordance with relevant Indian legal and regulatory requirements and auditing
siandards.

Maharashtra State AIDS Control Society (referred to as “MSACS” or “the Society” for brevity's
sake) management's policy is to prepare the accompanying statements on cash basis in
canformily with the standards prescrihed by the ICAI for Cash Accounting. On this basis, cash
receipts are recognized when received and cash expenditures are recognized when paid rather
than when incurred. The same system is adopted in respect of amount of grants / funds spent
by the NGO / periphery and other units as well as for accounting of office expenses. Hence, the
amount spent by units of society as well as its employees against advance / imprest given to
them is accounted for as and when the respective utilization / statement of expenditure are
received. '

Scope Parapraph

We conducted our audit in accordance with Standards on Auditing issued by the Institute of
Chartered Accountants of india. Those Standards require that we plan and perform the audit te
oblain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts,
veview of internal controls and disclosures in the financial stdtements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
wetl as evaluating the overall financial statement presentation.

As part of audit risk assessment we designed audit procedures so as to have a reasonable
expectation of detecting misstatement arising from fraud or érror which are material to the
financial statements as a whole. However, audit procedures that are effective for detecting a
musstatement that is unintentional may not be effective for a misstatement that is intentional
and is concealed particularly through forgery, collusion or management override of control
systems. [n ferming our opinion, we also evaluated the overall adequacy of the presentation of
infurmation in the financiai statements.

We planned and performed our audit so as to obtain all the information and explanations which
we constdered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement. We believe that
our audit provides a reasonable basis for our opinion. '
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Bascs for opinion
W report that -

L. MSACS Trustees/management is/are responsible for establishing and maintaining an
internal control structure. in fulfilling this responsibility, estimates and judgment by
manapement are reguired to assess the expected benefits and related costs of internal

cortrol structure, policies and procedures. We are neithet aware of nor have we been
informed of any assessment in this respect by MSACS.

The objectives of an internal control structure include poligies and procedures, among
other things, are:

a) to maintain records that, in reasonable detail, accurately and fairly reflect the
(ransacuons and dispositions of the assets of MSACS;

b} 1o provide management with reasonable, but not absolute assurance that transactions
{including veceipts and expenditures) are executed in actordance with management’s
Juthorization and recorded properly as necessary to permit the preparation of the
financial statements in accordance with generally accepted accounting principles; and

¢} to provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the MSACS’ assets that could have a
material effect on the financial statements.

Recause of inherent limitations in any internal control structure, errors, irregularities or
misstatements may nevertheless occur and not be detected. Also, the projection of any
evaluation of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject to the risk that they may become inadequate because of changes in
conditions: degree of compliance or the effectiveness of the design and operation of controls
with the policies and procedures may deteriorate and consequently altering the validity of such
conclusions that would no longer portray the system in existence.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
management processes and systems. Qur evaluation of the prevailing internal control structure
and its operation at MSACS as of and for the period ended March 31, 2014 for the purpose of
expressing an opinion on the financial statements disclosed continuing weaknesses in the
design or operation of the internal control structure for:

a) need to strengthen procedures for effective grant management with a central approach
for accounting, management, and training for grant compliance to reduce the risks of
mismanagement in grant funding; :

b) formalizing arrangements in respect of grants provided to sub-recipient peripheral units
Lo ensure accountahility over sub-recipient peripheral units;

¢) accounting for cost-sharing and cost-allocation to different programmes with a need to
formalize the system;

d) need to improve data collection form, reporting by and oversight of DAPCUs, the
district-level nodal units;

¢) timely submission of Statements of expenditure/Utillization certificates by sub-
recipient NGOs {including lead NGO) and peripheral units, their verification to confirm
the validity of amounts reported and adequacy of the supporting documentation and
ultimately their timely adjustment in the financial record of MSACS as grant
expenditure;
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q)

records for Fixed assets (including but not limited to obsolete/discarded assets) at
MSACS, sub- recipient NGOs and peripheral units;
records for Testing Kits at MSACS and sub-recipient peripheral units

CITGCTiveRess ol The systenrastothe scope and coverage of the audit. As explained by the
management the same is under process at several units in a phased manner, however
the reports for the same are awaited;

vacancies in sanctioned stail positions not filled also resulting in inadequate control
cspecNy Tack af segrepation ol dutiesa A governarice;
M;ln;lgermznl"‘hthaWwadm process to change to accrual
system ol accounting that will facilitate improved financial reporting and increase the
financial control: in the current accounting system, there are inherent limitations and
constraints on the detailed review of current assets, advances and current liabilities;
Management has Lo design an internal control system and establish procedures for
dealing with discontinuance of grants to and for termination of tie up arrangements with
sub-recipient NGOs and recoveries from sub-recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs; )

robust financial plans linked with operatior{al plans need to be in place, and ensure that
such plans are being delivered for ensuring value for money;

suilable insurance coverage to ensure the appropriate levels and types of coverages are
in place;

formal policy for assuming financial ohligations of employees/ex-employees who
are/were on deputation from State Government, the sponsor body;

Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NGO) need to be enhanced in assessing NGOs/Peripheral units’ internal control and
compliance for purposes of achieving effective oversight instead of relying heavily on
information obtained through interviews; Operational and fiscal evaluations or reviews
presently not carried out should also be carried;.

oversight implications of non-compliance with -

stalutory ohligations by MSACS in relation to Income Tax (including TDS on payments to
Folk troupes for iEC and Event Manager for training events);

staluary obligations by sub-recipient NGOs (including lead NGO)/peripheral units
especially in relation to Income Tax (including TDS), Profession Tax and labour laws;
and

puidelines on financial and procurement systems for sub-recipient NGOs/CBOs
prescribed by NACO with consequential impact on project implementation by sub-
recipient NGOs/peripheral units, as the case may be;

monitoring activities and financial utilization for which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is comingling or overlapping of other
activities or there is funding received from other donor agencies;

accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMRs) and other data with
financial resuits on timely basis due to, among other things, application software-related
praoblems;

compliance with statutory provisions of Income Tax law with respect to filing of annual
income tax return and with governing organizational law for charitable/non-profit
catities;

consistent and timely checks on monthly salaries to contractual staff before making
payment and periodical management review thereof,

detailed periodical analyses of material variations between actual and budgeted
expenditure

In respect of most of the expenses which have been booked /Jaccounted on the basis of
Utitisation Certificate’s received from the executing / spending units, we have relied

in the absence of any internal audit being conducted at MSACS as well as at the lead NGO
leve) and periphéral-units level for the period, we are unable to comment on the
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solely on the statement submitted authenticated by the site / unit implementing officer
and / or incharge. [n the absence of the supporting documents, which we understand
would be subject to audit at the unit, we are unable to comment on the genuineness /
reasonableness of the same.

thal we consider o be significant deficiencies in the design or operation of the internal control
structure that, in our judgment, couid adversely affect MSACS’ ability to record, process,
summarize and report financial data consistent with the assertions of the management in the
financial statements;

Our evaluation excluded internal controls related to IT environment and we are unable to
obtain reasonable assurance about the aspects of controls that may be relevant to MSACS'
iternal controls in this environment as it relates to audit of the financial statements.

These deficiencies are likely to continue to exist until internal controls are strengthened, and
appropriate resources are dedicated to maintaining effective internal controls. In the interim,
the Sociely will need to place greater emphasis on monitoring the current risks and
vulnerabilities, along with the related compensating procedures, to determine whether these
risks are being adeguately mitigated on an ongoing basis. Successfully addressing these issues is
critical to maintaining the Society’s credibility;

Generally accepted accounting principles and grant management requirements, specify the
grant management and control systems be documented and designed to detect errors and fraud
i1 the normal course of business. The lack of management and control procedures leaves MSACS
vulnerable 1o errors and fraud in grants and to the risk of incomplete reporting and compliance
with grant requirements.

2. The cost-sharing and/or cost-allocation in different programmes are done by MSACS
guided, among other things, by programme budgets and relied upon by us;

3. Balances due to or from parties including but not limited to Advances/deposits given
and Sccurity Deposits received are subject to confirmation; there are old Credit and
dehit balances including those relating to vendors, advances and deposits given
(including advances to employees) and unutilized grants funds from donor agencies that
need to be, among other things, comprehensively reviewed and analyzed for ageing, and
carry oul appropriate adjustments on regular basis; their present status needs to be
ascertained as legacy issues will continue to impair the Society's ability to report
financial information;

4. Advances have continued to be granted to sub-recipients being Peripheral Units
notwithstanding that the sub-recipient Peripheral Units have continued to be
irrepular in submitting Statements of Expenditure/Utilization certificates in respect of
prior outstanding advances; MSACS needs to strengthen mechanism for timely
adjustment of advances in terms of letter no T.11025/28/2009-NACO of October 29,
2010 lrom NACO; in respect of such expenditure and advances, owing to inadequate
cantrols, systems, safeguards and monitoring over its use; it is not possible for us to
Jscertain whether the utilization is done or likely to be done in a proper manner;
Additionally, MSACS should also seek data of interest earned by peripheral units on
unspent funds before releasing further advances;

S, In the absence of any master record for the running Purchase / Work order, we are
unabie to comment on the control for the same.
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10.

11,

11 terms of Office Memorandum No. G 25012/4/2008/NACO from NACO referring to the

clarification vide DO No. Coord/10(1) 2010/NACO/39576 of March 4, 2012 from.

Contrat Provident Fund Commissioner, NACO and SACS are excluded from applicability
of Provident Fund law to contractual employees of NACO and SACS. However, this
exclusion does not extend to contractual staff employed by peripheral units, lead NGOs
and ather NGOs. The resulting impact, if any, of the same is not presently ascertainable.

The management is responsible for complying with laws ahd regulations applicable to
the sociely. We performed tests of its compliance with ceftain provisions of laws and
regulation; we limited our tests of compliance to these proyisions, and we did not test
compliance with all laws and regulations applicable to MSACS. Providing an opinion on
compliance with certain provision of laws and regulations was not an objective of our
audit and accordingly, we da not express such an opinion.

There is no I'T/EDP systems audit nor review for security/application controls and we
have not performed any additional testing on financial or other data; also there are
mbereat limitations in financial system software and our reliance on the data validated
hy management/ others as part of the audit process; we .did not rely on any other
systems other than to make selections for testing purposes.

We have nol been able to review whether there is any Business Continuity Plan (BCP)
and Disaster recovery policy/ procedures (DRP)

Wo have attested these financial statements as Statutory Auditors subject to approval of
the same by the Executive Committee.

The Executive Committee and Governing Body of MSACS have to enhance their
functional effectiveness to comply with the laid down rules and regulations of MSACS
including but not limited to hold meetings regularly and maintain up to date Minutes
Books as aiso in particular approve/ ratify deeds/actions which though may be in
accordance wilh the guidelines/directions of donor agencies but nevertheless may be
incansistent with the rules and regulations of MSACS; we are unable to ascertain
precisely all such inconsistencies that may be existing and .the impact, if any, on the
[inancial statements of MSACS;

. Inrespect of Fixed Assets -

a) Having regard to the accounting treatment followed during the period of charging
certain capitat expenditure as atilization of grant, inventary records for fixed assets
are 1o be updated and do not reconcile to the general ledger;

bh) No provision has been made for depreciation and impairment, if any, of the assets.

¢) identification and subsequent physical verification of fixed assets and reconciliation
of discrepancies, if any, with up-dated records has not been done by the
management.

d) Inventory records need to be maintained and periodical physical verification be
carried out by persons other than custodians;

We understand Lhat these requirements and other aspects such as depreciation, impairments,
adjustment of shortage / excess, if any, are being dealt at NACO level: In the circumstances, we
are unable to comment on the value of assets reflected in the financial statements;

13. In respect of payments to employees -
a) service book/record of employees on deputation from Government were not available

10 audit;




b) documents related to selection process of new appointees was not available to audit;and
¢) there are several positions vacant affecting the discharge of effective procurement

functions and segregation of duties by employees in overall functioning of MSACS;

14. MSACS' operating plans have been entirely reliant on external financial support with no
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other plans for sustainable funding to ensure continuance of activities on self-supportive
basis. In the event that external financial support was to get delayed or discontinued,
there is uncertainty as to MSACS' ability to continue with the operating plans and
activities. These financial statements are prepared on the assumption that sufficient
financing will continue to be provided to MSACS to enable it ta continue with its plans
and acuivities.

Thesc financial statements are prepared by MSACS management generally in accordance

with financial guidelines prescribed by Natianal AIDS Control Organization (NACO) and
o not strictly comply with the requirements of accounting standards prescribed by the
Insttute of Chartered Accountants to the extent applicable and in the manner required.
The effects on the financial statements of the variances between accounting practices
adopted  and accounting  standards, although nol reasonably determinable, are
preswmed to be material.

_The audit is performed on the basis on information/data furnished or made available to

audit and is not responsible for misinformation and/or non-submission of
information/data.

17. We did not audil management’s comments, where provided, and accordingly, we

express no opinion on additional inputs provided therein by management on them.

4. Signiticant Accounting Policies are not disclosed as required under AS-1;

= S TSEIVEETY SRoWITY a debit balance which needs to be reconciled / adjusted.

19. Many advance balances are appearing as such since long and balances of certai"\

20. As repards the matters referred to above in paragraphs 01 to 19 above read with our

other ohservalions as attached and -

ewing to the limitations explained therein; and/or

our inability to comment on the eventual outcome; and/or

in the absence of an adequate system, which we could rely on, and consequently our
inability to perform satisfactory audit procedures; and/or

such adjustments (not presently ascertainable) as rhight have been found to be
necessary had we been able to satisfy ourselves as to the matters referred therein;

the financial results of MSACS as of and for the period ended March 31, 2014 may vary in step
with the final determination/resolution of the issues involved. We are unable to express an
opinion on such matters and the consequential effect, if any, on the financial statements of

MSACS.

Opinion Paragraph

In our opinion, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may be necessary {presently not ascertainable}, give a true
and fair view of the Sources and Application of Funds and the financial position of Maharashtra
State ATDS Control Society for the period ended March 31, 2014, in accordance with consistency
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applied accounting standards. These statements have been subjected to auditing procedures
applied in the audit of special purpose financial statements and in our opinion and to the best of
our information and according to the information and explanations given to us, is fairly stated in
all material respects in relation to the special purpose financial statements taken as a whole
read with our report and other observations thereon.

The information in the Utilisation Certificate is not a required part of the financial statements,
pul s supplementary information. We have applied certain limited procedures; which consisted
principaily of “inquiries of management regarding the methods of measurement and
presentation of this information. However, we did not audit this information and accordingly,
we express no apinion of it

we further report that subject to the aforesaid observations - .

a) Al funds sent by GO/ State Society as grant-in-aid have be¢n used in accordance with
the conditions as laid down in the Project implementation Plan and World Bank
apreements as well as the GFATM agreement and only for the purposes for which the
funds were provided; _

b) All funds have been used in accordance with the relevant financing agreements, with
due attention to economy and efficiency, and only for the purposes for which they were
provided; . : :

¢) Al expenditure, including procurement of goods and services have been carried out as
per the procurement manual of the program;

¢} All the goods procured and issues are supported by valid receipt and issue documents |

and are recorded in the stock/ inventory registers and the closing balances worked out
correctly; and

¢) The expenditures reported as per the quarterly FMR also are in agreement with the
awdited expenditure / books of accounts and variances are documented

This report, read along with the observations annexed thereto, is intended solely for the
formation and use of the World Bank, DFID and National AIDS Control Organisation of the
Government of India as funding agencies of the National AIDS Control Program - Phase 11l and
for submissiun 10 these funding agencies and should not be used by anyone other than these
specified parties for any other purpose. '

To be read along with other ohservation annexed.
For MKPS & Associates

Chartered Accountlants
Firm's Regn No, 302014E

Narendra Khandal
artner
M No. 065025

Mumbai, July 3G, 2014
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d ¢ Maharashtra SACS - NEW DBS FOR NACPIV 12~
LAY/ \C O
Ackworth Complex R.A.Kidwai Marg Wadala (West), Mumbai - 400031

¥ National AIDS Control Projcct - Phase 111

Utilisation Certificate

Certified that an amount of Rs. 326,885,340.00 received as grants-in-aid received from
Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below
and opening Cash/Bank Balance Rs. 90,069,317.10 (and Current Liabilities of
Rs.3,814,064.84)and outstanding Advances for Rs. 103,508,248.79on account of unspent balance
brought forward from the previous financial year, and Bank Interest and Miscellaneous Receipts
of Rs. 9,109,705.00. a sum of Rs. 364,562,705.51 has been utilized for the purpose for which it
was sanctioned and the Cash/Bank balance of Rs. 11,524,556.59 (and Current Liabilities of Rs.
4,139,193.84)and outstanding advances of Rs.153,810,477.79. remaining unutilized at the end of

the year will be adjusted towards the grants-in-aid payable during the next year .

S1. No. Sanction letter Number and Date - Amount
1) Recovery/Deduction of Grants Dt.08/05/2013 607,340.00
{Transfer from Pool Fund)
2)  [No.T-11017/01A/2013-NACO (F) Dt.02/07/2013 278,922.000.00
3) |PFT-11017/01A72013-NACO(F) Dt.28/09/2013 53,570,000.00
4) |Recovery/Deduction of Grants Dt.01/01/2014 - 6,214,000.00
L (Transferto. T1 Pool. Fund)
Total _ 326,885,340.00
. 2. Certified that I have satisfied myself that the conditions on which the grants-in-aid was

sanctioned have been duly fulfilled/are being fulfilled and that 1 have exercised the
following checks to see that the money was actually utilized for the purpose for which it
was sanctioned.

Kinds of checks exercised <
1. Statement of Expenditures . W
2. Annual Financial Statements 5‘\‘;@";@ o
. \ '@
3. A po. TP AN
o @%‘& S o
Countersigned ;‘:&4\ & %ﬁigﬁi@
1 &
W L € e
/ \ Project Director \
Chartered Accountant) 4 MahalBroject Qalr&cggfbs;

Controi 5.: ¢y, Mumbai,
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Imprest Account

NEW DBS Bank Code

Advance to Others

Advance to NGOs

Advance to Staff

Advance to Autonomous Bodies

Advance to District Authorities

4,761.00
90,064,556.10
1,841,960.00
25,806,323.00
33,700.00
34,151,099.50
18,160,581.50

NACPIII Advance to Others 5,428,675.00
NACPIII Advance to NGOs 2,314,708.50
NACPII Advance to Staff 136,294.00
NACPIII Advance to Autonomous Bodics 4.679,841.29
NACPIII Advance to District Authoritics 5,955,066.00
Inter Unit Fund Transfer 5,000,000.00

193,577,-565.89

_Op-cn_i__ng ,bal_a-r_;_il:e_of iHct_Current Llablhtlcs= = ] N -_-__é_l_n:u_un_tj Rs!;.

Security / Earnest Deposit (Received) 469.078.00
TDS (Others) 152,613.00
NACPIII Security / Earnest Deposit (Received) 1,779,565.09
NACPIII Other Recoveries -255,375.00
NACPIII Funds from QOther Sources 1,(_368,183.75

3,814,064.84

Sources.of funds

.Amount,(Rs.!; .

Grant from NACO to SACS

332,492,000,00

Training

Salary

Equipment Maintenance

Building Maintenance

Vehicle Maintenance

Travelling Expenses

Rent, Rates & Taxes
Telephone/Communication Expenscs
Miscelianeous Expenses

Printing & Stationery

Leave Salary & Pension Contributions

Advertisement (Other than JEC)

Recovery/Deduction of Grants -5,6(6,660.00
326,885,340.00

.Amou nt,(Rs.l ; .
_ 37,725,987.00
NGO Services 3,867,158.00
Consultants and Consultancy Services 1,970,492.00
Operational Expenses 1,672,624.00

9,680,301.50
61,622,478.00
722,144.00
128,825.00
1,764,758.00
7,798,645.00
236,276.00
1,790,722.32
2,692,065.50
2,146,880.50
797,128.00
330,852.00

i
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' Audit Fees
NGO Services for Priority Interventions
1S Surveillance
Postage/Courier
Quality Assessment
Other Administration Cost
Contractual Services - Companies
Campaigns
Contigency
Consumable Items
Vehicles
Office Equipment

Lyd F LU O
569,103.00
177,255,798.00
4,579,276.00
41,519.00
415,216.00
3,208,708.49
6,753,949.00
16,422,228.00

1 6,314,882.20
11,309,029.00
136,500.00
37,511.00
364,562,705.51

BankKiInterest &IMiscellancousReceipt

m_ mount (Rs, :.

. Other Receipts
. Interest from Bank

1,711,537.00
7,398,168.00
9,109,705.00

| TRy |

Advance to Autonomous Bodies

Advance to District Authorities

NACPIII Advance to Others

NACPIII Advance 10 NGOs

NACPIII Advance to Staff

NACPIII Advance to Autonomous Bodies
NACPII Advance 1o District Authorities

Inter Unit Fund Transfar

Security / Earnest Deposit (Received) 883,342.00
TDS (Others) 63,478.00
NACPIII Security / Earnest Deposit (Received) 1,77"_9,565.09
NACPIII Other Recoveries -255,375.00
NACPII Funds from Other Sources 1,668,183.75
4,13§,193.84
N oorms |

Imprest Account 4,246.00
. NEW DBS Bank Code 11,520,310.59
Advance to Others 544,256.00
Advance to NGOs 22,341,239.00
Advance to Staff 23,062.00

55,566,117.00
17,038,963.00
5,156,347.00
2,314,708,50
136,294.00
4,084,311.29
5,605,180.00
41,000,000.00
165,335,034,38
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REPORT OF STATUTORY AUDITORS

L) -
Tl Proiect Boector,
“Aatniranoo Slate ATDS Control Sociely,

s 406 031
too wzduciory Paragraph

M e alited the accompanying {inancial stalements of Maharashtra State AIDS Control
soviety wikler the National ALDS Control Project - Phase 1 (financed under World Bank Credit
and DEID prant collectively referred 1o as Tl Pool Funds”) as of March 31, 2014. These financia)
statenents comprise of the Balance Sheef as on March '31, 2014; Statement of Income &
Bxpenditure and Receipt & Payment Account for the year from April 1, 2013 to March 31, 2014.
The mmnapement of Maharashtra State AIDS Control Society is responsible for the preparation
ol the accompanying financial statements in accordance with applicable law and accounting
standaras. Qur responsibility is 1o express an opinion on these financial statements audited in
aceerdance with relevant Indian legal and regulatory requirements and auditing standards.

Mubiarashtra State AIDS Control Society (referred to as “MSACS” or “the Society” for brevity's
siske) auinagement’s policy is to prepare the accompanying statements on cash basis in
confornmity et Hie standards prescribed by the [CAT for Cash Accounting. On this basis, cash
avceltnare recopinzed when received and cash expenditures are recognized when paid rather
than when incurred,

S¢ope Paragraph

We conductied our audit in accordance with Standards on Auditing issued by the Institute of
Charteved Accountants of India. Those Standards require that we plan and perform the audit to
ublain reasonable assurance about whether the financial statements are free of material
ssstrtement. An audit includes examining, on a test basis, evidence supporting the amounts,
review ol internal controls and disclosures in the financial statements. An audit also includes
dssessing e accounting principles vsed and significant estimates made by management, as
well as evaluating the overall financial statement presentation.

As part of avdit risk assessment we designed audit procedures so as to have a reasonable
expectatinm ol detecting misstatement arising from fraud or error which are material to the
hoancal statements as a whole, However, audit procedures that are effective for detecting 2
ausstaiement that is uniatentional may not be effective for a misstatement that is intentioral
awd iy concealed particalarty through forgery, collusion or management override of cantrol
systens b lornung our opimon, we alse evaluated the overall-adequacy of the presentation of
iformiation in the financial statements.

We pianned and performed cur audit so as to obtain all the information and explanations which
we cansidered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement. We believe that
our audit provides a reasonable basis for our opinion.




Bases for opinion
We repart that -

I MSACS Trustees/management is/are responsible for establishing and maintaining an
mternal control structure. In fulfilling this responsibility, estimates and judgment by
manapement are required to assess the expected benefits and related costs of internal
control structure, policies and procedures. We are neither aware of nor have we been
informed ol any assessment in this respect by MSACS.

The objectives of an internal control structure include policies and procedures, among
ather things, are: '

a) o maintain records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of MSACS;

h) 0 provide management with reasonable, but not absolute assurance that transactions
(including receipts and expenditures) are executed in accordance with management’s
authorization and recorded properly as necessary to permit the preparation of the
fiancial statements in accordance with generally accepthd accounting principles; and

¢] 1 provide reasonable assurance regarding prevention or timely detection of
unauthorized acguisition, use or disposition of the MSACS' assets that could have a
material effect on the financial statements,

Because of inherent limitations in any internal control structure, errors, irregularities or
misstatements may nevertheless occur and not be detected. Also, the projection of any
eviluation of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject 1o the risk that they may become inadequate because of changes in
conditions; degree of compliance or the effectiveness of the design and operation of controls
with the policies and procedures may deteriorate and consequently aitering the validity of such
conclusions that would no longer portray the system in existence.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
management processes and systems. Qur evaluation of the prevailing internal control structure
and its operation at MSACS as of and for the year ended March 31, 2014 for the purpose of
expressing an opinion on the financial statements disclosed continuing weaknesses in the
design or operation of the internal control structure for:

1) need Lo strengthen procedures for effective grant managément with a central approach
for accounting, management, and training for grant compliance to reduce the risks of
mismanagement in grant funding; -

b) formalizing arrangements in respect of grants provided to sub-recipient peripheral units
to ensure accountability over sub-recipient peripheral units;

¢} accounting for cost-sharing and cost-allocation to different programmes with a need to
formalize the system;

d} need 1o improve data collection form, reporting by and oversight of DAPCUs, the
district-level nodal units; '

) timely submission of Statements of expenditure/Utilization certificates by sub-
recipient NGOs (including lead NGO) and peripheral units, their verification to confirm
the validity of amounts reported and adequacy of the supporting documentation and
ultimately their timely adjustment in the financial record of MSACS as grant
expenditure;

3/1



k)

records for Fixed assets (including but not limited to obsolete/discarded assets) at
MSACS, sub- recipiem NGOs and peripheral units;

recards for Testing Kits at MSACS and sub-recipient peripheral units

in the absence of any internal audit being conducted at MSACS as well as at the lead NGO
level and peripheral units level for the year, we are unable to comment on the
effectiveness of the system as to the scope and coverage of the audit;

vacancies in sanctioned staff positions not filled also resulting in inadequate control
especially lack of segregation of duties and weak governance;

Management has not established a road plan or formal process to change to accrual
system of accounting that will facilitate improved financial reporting and increase the
financial control; in the current accounting system, there are inherent limitations and
constraints on the detailed review of current assets, advances and current liabilities;
Manapement has to design an internal control system and establish procedures for
deating with dhiscontinuance of grants to and/or termination of tie up arrangements with
sub-recipient NGOs and recoveries from sub-recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;

robust hinancial plans linked with operational plans need to be in place, and ensure that
sitch plans are being delivered for ensuring value for money;

sunable insurance coverage to ensure the appropriate levels and types of coverages are
in place;

lormal policy for assuming financial obligations of employees/ex-employees who
are/were on deputation from State Government, the sponsor body;

Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NGO) need to be enhanced in assessing NGCs/Peripheral units’ internal control and
compitance for purposes of achieving effective oversight instead of relying heavily on
information obtained through interviews; Operational and fiscal evaluations or reviews
presently not cairvied out should also be carried;.

oversisht implications of non-compliance with -

statulory obligations by MSACS in relation to Income Tax (including TDS on payments to
Fotk troupes for IEC and Event Manager for training events);

stastutory obligations by sub-recipient NGOs (including lead NGQ)/peripheral units
especially in relation 1o Income Tax (including TDS), Profession Tax and labour laws;
and

puidelines on fipancial and procurement systems for sub-recipient NGOs/CBOs
prescribed by NACO with consequential impact on project implementation by sub-
recipivnt NGOs/peripheral units, as the case may he;

monitoring activities and {inancial utilization for which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is comingling or overlapping of other
activities or there is [unding received from other donor agencies;

accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMRs) and other data with
financial results on timely basis due to, among other things, application software-related
problems;

compliance with statutory provisions of Income Tax law with respect to filing of annual
income tax return and with governing organizational law for charitable/non-profit
entities;

consistent and timely checks on monthly salaries to contractual  staff before making
payment and periodical management review thereof;

detaded  periodical analyses of material variations between actual and budgeted
expenditure and impact of adjustment of old advances (in certain cases going back to FY
2008-09) during the pertod

in respect of most of the expenses which have been booked /accounted on the basis of
Utilisation Certificate’s received from the executing / speriding units, we have relied
solely on the statement submitted authenticated by the site / unit implementing officer




and / or incharge. In the abseace of the supporting documents, which we understand
would be subject to audit at the unit, we are unable to comment on the genuineness /
reasonahlenesy of the same.

that we consider to he significant deficiencies in the design or operation of the internal control
structure that, m our judgment, could adversely affect MSACS’ ability to record, process,
suummarize and veport financial data consistent with the assertions of the management in the
fomenal stalements; :

Our evaluation excluded internal controls related to IT environmentand we are unable to
ablain reasonible assurance about the aspects of controls that may be retevant to MSACS'
internal controls in this environment as it relates to audit of the financial;statements.

These deficiencies are likely to continue to exist until internal controls are strengthened, and
appropriate resources are dedicated to maintaining effective internal controls. In the interim,
the Society will need to place greater emphasis on  monitoring thé current risks and
vulnerabilities, along with the related compensating procedures, to determine whether these
risks are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
crtical to maintaining the Society’s credibility; '

Generally accepted accounting principles and grant management requirements, specify the
grant management and control systems be documented and designed to detect errors and fraud
in the normal course of husiness. The lack of management and controt procedures leaves MSACS
vulnerible o errors and fraud in grants and to the risk of incomplete reporting and compliance
with grant requirements.

2 The cost-sharing and/or cost-allocation in different programmes are done by MSACS
auided, among other things, by programme budgets and relied upon by us;

3. Balances due to or from parties including but not limited to Advances/deposits given
and Security Depasits received are subject to confirmation; there are old Credit and
dehit balances including those relating to vendors, advances ahd deposits given
(inctuding advances to employees) and unutilized grants funds from donor agencies that
need to be, among other things, comprehensively reviewed and analyzed for ageing, and
carry out appropriate adjustments on regular basis; their present status needs to be
ascertained as legacy issues will continue to impair the Society’s ability to report
financial informalion;

4. Advances have continued to be granted to sub-recipients being ‘Peripheral Units
notwithstanding that  the  sub-recipient Peripheral Units have continued to be
irpegular in submitting Statements of Expenditure/Utilization certificates in respect of
prior culstanding advances; MSACS needs to strengthen mechanism for timely
adjustment of advances in terms of letter no T.11025/28/2009-NACQ of October 29,
2010 from NACO: in respect of such expenditure and advances, owing to inadequate
controls, systems, safeguards and monitoring over its use; it is not possible for us to
ascertain whether the utilization is done or likely to be done in a proper manner;
Additionally, MSACS should also seek data of interest earned by peripheral units on
unspent funds before releasing further advances; '

(S

There have been no fresh procurement in the year covered under audit. However, in the
. absence of any master record for the running Purchase / Work order, we are unable to
* ¢omment on the existing contracts, if any, remaining to be executed.




G

~3

10.
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I

In terms af Office Memorandum No. G 25012/4/2008/NACO from NACO referring to the
clanfication vide D0 No. Coord/10(1) 2010/NACO/39576 of March 4, 2012 from
{entral Provident Fund Commissioner, NACO and SACS are excluded from applicability
of Provident Fund law to contractual employees of NACO and SACS. However, this
exclusion does not extend to contractual staff employed by peripheral units, lead NGOs
and other NGOs. The resulting impact, if any, of the same is not presently ascertainable,

The management is responsible for complying with laws and regulations applicable to
the sociely. We performed tests of its compliance with certain provisions of laws and
regulation; we limiled our tests of compliance to these provisions, and we did not test
vompliance with all laws and regulations applicable to MSACS. Providing an opinion on
compliance with cerain provision of laws and regulations was not an objective of our
athit and accordmply, we do not express such an opinion.

Thore s no PT/EDRP systems audit nor review for security fapplication controls and we
have mol performed any additional testing on financial or other data; also there are
mberest himiations in financial system software and our reliance on the data validated
by management/ others as part of the audit process; we did not rely on any other
systems ather than to make selections for testing purposes.

We have not been able to review whether there is any Business Continuity Plan {BCP)
and Disasier recovery policy/ procedures (DRP)

We have attested these financial statements as Statutory Auditors subject to approvat of
the same by the Executive Committee.

. The Executive Committee and Governing Body of MSACS have to enhance their

functional elfectiveness to comply with the laid down rules and regulations of MSACS
including but nat limited to hold meetings regularly and maintain up to date Mintutes
Books as also in particular approve/ ratify deeds/actions which though may be in
accordance with the guidelines/directions of donor agencies but nevertheless may be
mconsistent with the rules and regulations of MSACS; we are unable to ascertain
precisety all such inconsisiencies that may be existing and the impact, if any, on the
[inancial statements of MSACS;

In respect of Fixed Assets -

a) inthe past, MSACS incurred expenditure on civit works by construction /extension of
buiiding structures at various locations reflected as "Fixed asset” in the financial
statements; in the absence of documents establishing title or any other formal
arrangement transierring title in favour of MSACS, we are unable to comment on the
carrying value of such assets in the financial statements;

b} Having regard to the accounting treatment consistently followed during the year
and in earlier years of charging certain capital expenditure as utilization of grant,
inventary records for fixed assets are to be updated and do not reconcile to the
peneral ledper;

¢) to the extent identified during audit, certain fixed &ssets are not in working
condition; however, ne pravision has been made for this as required under
accounting standards - we have relied on management's representations pertaining
10 Fixed Assets and effect to be given for impairment in assets, if any;

d) identification and subsequent physical verification of fixed assets and reconciliation
of discrepancies, if any, with up-dated records has not been done by the
management.

¢} Tnvenlory records need to be maintained and periodical physical verification be
carvicd out by persons other than custodians;




We understand that these requirements and other aspects such as depreciation, impairments,
adjustment of shortage / excess, if any, are being dealt at NACO level. In the circumstances, we
are unable to comment on the value of assets reflected in the financial statements:

13.

a)
h)

¢}

14.

15.

16.

17.

18.

19.

20.

[n respect of payments to employees -

service book/record of employees on deputation from Government were not available
to audit; : ) ‘
documents related to selection process of new appointees was not available to audit;and
there are several positions vacant affecting the discharge of effective procurement
functions and segregation of duties by employees in overall functioning of MSACS;

MSACS’ operating plans have been entirely reliant on external financial support with no
other plans for sustainable funding to ensure continuance of activities on self-suppotrtive
basis. In the event that external financial support was to get delayed or discontinued,
there is uncertainty as to MSACS' ability to continue with the operating plans and
activities. These financial statements are prepared on the assumption that sufficient
financing will continue to be provided to MSACS to enable it to continue with its plans
and activities,

These financial statements are prepared by MSACS management generally in accordance
with financial guidelines prescribed by National AIDS Control Organization (NACO) and
do not strictly comply with the requirements of accounting standards prescribed by the
Institute of Chartered Accountants to the extent applicable and in the manner required.
The effects on the financial statements of the variances between accounting practices

adopted and  accounting standards, although not reasonably determinable, are
presumed to be material.

The audit is performed on the basis on information/data furnished or made available to
audit and is not responsible for misinformation and/or non-submission of
information/data.

We did not audit management’s comments, where provided, and accordingly, we
eXpress no opinion on additional inputs provided therein by management on them.

Significant Accounting Policies are not disclosed as required under AS-1;

Many advance balances arve appearing as such since'}ong, and balances of certain
reserves is showing a debit balance which needs to he reconciled / adjusted.

As regards the matters referred to above in paragraphs 01 to 19 above read with our
other observations as attached and -

oWing to the limitations explained therein; and /or

our inability to comment on the eventual outcome; and /or

in the absence of an adequale system, which we could rely on, and. consequently our
inability to perform satisfactory audit procedures; and/or

such adjustments (not presently ascertainable} #s might have been found to be
necessary had we been able to satisfy ourselves as to the matters referred therein:

the financial results of MSACS as of and for the year ended March 31, 2014 may vary in step
with the final determination/resolution of the issues involved. We are unable to express an

g7



optinon on such matiers and the consequential effect, if any, on the financial statements of
MSALS

Opinion Paragraph

fn vur opinon, the financial statements, subject to the foregoing observations with such
subsequent adjusiments that may be necessary (presently not ascertainable), give a true and
fair view of the Sources and Application of Funds and the financial position of Maharashtra State
AIDS Comral Society for the year ended March 31, 2014, in accordance with consistency applied
arcouniing standards, ‘

In adoiton, subject to the foregoing observations (a) the financial statements have been
prepared with respect to Interim Financial Reporting Statements (IFRS), (b) which expenditures
are eligible for financing under the Credit/Grant Agreement (c) procurement of goods and
services has heen carried out as per the procurement manual issued by NACO, GOI and
NGO/BO swdelines

We Turther report that subject to the atoresaid observations -

a} Al funds sent by GOI/ State Society as grant-in-aid have beén used in accordance with
the combitions as laid down in the Project hmplementation Plan and World Bank
agreements as well as the GFATM agreement and only for the purposes for which the
furds were provided;

13} Al funds have heen used in accordance with the relevant financing agreements, with
due attention to ecconomy and efficiency, and only for the purposes for which they were
provided;

¢) Al expenditure, including procurement of goods and services have been carried out as
per the procurement manual of the program;

i) Al the goods procured and issues are supported by valid receipt and issue documents
and are recorded in the stack/ inventory registers and the closing balances worked out
correctly; and

¢) The expenditures reported as per the quarterly FMR also are in agreement with the
audited expenditure / hooks of accounts and variances are documented

As explained by the management, the activities in the fund has been closed / transferred to
other fund, we have broadly checked the transfer entries thereof, the losses arising on account
of the non realization of advances transferred or liabilities paid in excess or the impact of other
transfers on the position of the fund is not ascertainable as on the date of audit.

This repert s intended solely for the information and use of the World, Bank, DFID and National
AIDS Control Organisation of the Government of India as funding agencies of the National AIDS
Contrel Program - Phase [t and for submission to these funding agencies and should not be
used by anyone other than these specified parties for any other purpose.

For MKPS & Associates
Chartered Accountants
Firm's Regn No. 302014E

arcndra Khandal
artner
M No. 065025

Mumbai, july 30, 2014
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Maharashtra SACS - TI POOL FUND

Ackworth Complex R.A Kidwai Marg Wadala (West}, Mumbai - 400031

National AIDS Control Project - Phase LI

Utilisation Certificate

Certified that an amount of Rs. 6,214,000.00 received as grants-in-aid received from
Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below
and opening Cash/Bank Balance Rs. 0.00 (and Current Liabilities of Rs.0.00)and outstanding

Advances for Rs. 0.000n account of unspent balance brought forward from the previous financial

year, and Bank Interest and Miscellaneous Receipts of Rs. 0.00. a sum of Rs. 7,595,664.00 has

been utilized for the purpose for which it was sanctioned and the Cash/Bank balance of Rs.

128,817.00 (and Current

Liabilities of Rs.

13,992.00)and  outstanding advances of

Rs.-1,496,489.00. remaining unutilized at the end of the year will be adjusted towards the

grants-in-aid payable during the next year .

Sl Na. Sanction letter Number and Date ' A;mount
1 Recovery/ Deduction of Grants Dt.01/012014 6,214,000.00
Total 6,214,000.00

2.Certified that I have satisfied myself that the conditions on which the grants-in-aid was
sanctioned have been duly fulfilled/are being fulfilled and that I have exercised the
following checks to see that the money was actually utilized for the purpose for which it
was sanctioned.

Kinds of checks exercised
1. Statement of Expenditures
2. Annual Financial Statements

ngFm; ?'ef‘—""')'f" :

Countersigned

W/
PE———
/Chartered Accountant)

20lbof Y

\ “5(&‘ \\l\.i\‘
DAy REEE
. € “‘§ Sace”
Project Director % :
. . 4,@' \'1‘4\(15#
MaharBroiectRirec GDs; ¥
Control Society, Mumbai,
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M XU UL IV S
Recovery/Deduction of Grants 6,214,000.00
dy 6,214,000.00
R _
OI Drugs 2,170.00
Salary 906,632.00
Travelling Expenses 48,007.00
Rent, Rates & Taxes 193,430.00
Telephone/Communication Expenses 26,010.00
Honorarium 138,999.00
Printing & Stationery 4,160,713.00
NGO Scrvices for Priority Interventions 1,758,958.00
Need Based Assisstance 1,000.00
Campaigns 347,145.00
Meeting Expenses 12,600.00
7,595,664.00
_ R
TDS (Others) 13,992.00
15,992.00
Cl_;}siné‘ :él :é_cié_q_f f ;_eLGug_'cnt;Assets m
TIPF-Bank 128,817.00
Advance to NGOs 13,503,511.00
Inter Unit Fund Transfer ~15,000,000.00

-1,367,672.00
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REPORT OF STATUTORY AUDITORS

T

The Project Direclor,

Manarssitra State AIDS Control Society,
Mumba 40C 2317

Introductory Paragraph .

We nave audited the accompanying financial statements of Maharashtra State AIDS Control
Society under the National AIDS Control Project - Phase 111 finanted under GFATM Rolling
Lontmuation Channer Round 2 for brevity's sake referred to as “RCC Round 2" as of March 31,
2014, These financial slalements comprise of the Balance ShE8t as on March 31, 2014:
Satement of Income & Expenditure and Receipt & Payment Account for the period from April 1,
2013 10 March 31, 2014. The management of Maharashtra State AIDS Control Society is
respoasible for the preparation of the accompanying financial statements in accordance with
apphicable faw and accounting standards. Qur responsibility is to express an gpinion on these
finncial statements audited in accordance with relevant indian legal and regulatory
reguirementy and auditing standards,

Manarashira State AIDS Cantrol Society (referred to as “MSACS” or “the Society” for brevity's
sake) management's policy is to prepare the accompanying statements on cash basis in
conformisy with the standards prescribed by the ICAT for Cash Accounting. On this basis, cash
receipts are recopnized when received and cash expenditures are recognized when paid rather
Ui whviy invarred. The same system is adopted in respect of amount of grants / funds spent
by the NGO / perphery and other units as well as for accounting of office expenses. Hence, the
srmonnt spent by noits of sociely as well as its employees against advance / imprest given to
them is accounted for as and when the respective utilization / statement of expenditure are
PO e,

i

Scope Paragraph

We conducted our audit in accordance with Standards on Auditing issued by the [nstitute of
Chartered Accountants of India. Those Standards require that we plan and perform the audit to
oblain reasonable assurance about whether the financial statements are free of material
mrisstatement. An audit includes examining, on a test basis, evidence supporting the amounts,
review of internal controls and disclesures in the financial statements. An audit also includes
assessing the accounting principies used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.

As past ol audit risk assessment we designed audil procedures 50 as to have a reasonable
expuctation of detecting misstatement arising from fraud or error which are material to the
firancial stalements as a whole. However, audit procedures that are effective for detecting a
misstatemient that is unintentiona! may not be effective Tor a misstatement that is intentional
amil is concealed particuiarly through forgery, collusion or management override of control
systems. e forming our opinion, we also evaluated the overall adequdcy of the presentation of
mitrmation in the financial statements.

We planned and performed our audit so as to obtain all the informatioy and explanations which
we considered necessary in order to provide us with sufficient evidence Lo give reasonable
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assurance that the financial statements are free from material misstatement, We bhelieve that
aui audil provides a reasonable basis for our opinion. a

Bases for opinion
We report that -

. MSALS Trustees/management is/are responsible for estab]ishing and maintaining an
miernal controt structure, In fulfilling this responsibility, estimates and judgment by
Management are required to assess the expected benefits and related costs of internal
control structure, policies and procedures. We are neither aware of nor have we been
informed of any assessment in this respect by MSACS.

The objectives of an internal control structure include policies and procedures, among
other things, are:

aj to maintain records that, in reasonable detail, accurately and fairly reflect the
lransactions and dispositions of the assets of MSACS;

b} to provide management with reasonable, but not absolute assurance that transactions
{including receipts and expenditures) are executed in accordance with management’s
authorization and recorded properly as necessary to permit the preparation of the
financial statements in accordance with generally accepted accounting principles; and

¢} e provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the MSACS assets that could have a
material effect on the financial statements.

Because of inherent limitations in any internal control structure, errors, irregularities or
misstatements may nevertheless occur and not be detected, Also, the projection of any
evaluation of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject to the risk that they may become’ inadequate because of changes in
conditions; degree of compliance or the effectiveness of the design and operation of controls
with the policies and procedures may deteriorate and consequently altering the validity of
such conclusions that would no longer portray the system in existerice.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
management processes and systems. Qur evaluation of the prevailing internal control
structure and its operation at MSACS as of and for the period ended March 31, 2014 for the
purpose of expressing an opinion on the financial statements disclosed continuing
weaknesses in the design or operation of the internal control structure for:

a) need Lo strengthen procedures for effective grant management with a central approach
for accounting, management, and training for grant compliance to reduce the risks of
mismanagement in grant funding;

bY formalizing arrangements in respect of granis provided to Sub-recip‘ient peripheral units
to ensure accountability over sub-recipient peripheral units; .

¢} accounting for cost-sharing and cost-allocation to different programmes with a need to
formalize the system; ’

d) need to improve data collection form, reporting by and oversight of DAPCUs, the
district-tevel nodal units;

e) timely submission of Statements of expenditure/Utilization certificates by sub-
recipient NGOs (including lead NGO) and peripheral units, their verification to canfirm
the validity of amounts reported and adequacy of the supporting documentation and




q}

ultimately their limely adjustment in the financial record of- MSACS as grant
expuenditure;

records for Fixed assets (inciuding but not limited to obsolete/discarded assets) at
MSACS, sub- recipient NGOs and peripheral units;

records for Testing Kits at MSACS and sub-recipient peripheral units

ahsence of any internal audit being conducted at MSACS as well as at the lead NGO level
and peripheral units level for the period, we are unable to comment on the effectiveness
of the system as to the scope and coverage of the audit. As explained by the management
the same is under process at several units in a phased manner, however the reports for
the samic are awaited;

vacancies in sanctioned staff positions not filied also resulting in inadequate control
especially lack of segregation of duties and weak governance;

Management has nol established a road plan or formal process to change to accrual
system ol accounting that will facilitate improved financial reporting and increase the
financial control; in the current accounting system, there are inherent limitations and
canstraints on the detailed review of current assets, advances and current liabilities;
Management has to design an internal control system and establish procedures for
dealing with discontinuance of grants to and/or termination of tie up arrangements with
sub-recipient NGOs and recoveries from sub-recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;

robust financial plans linked with operational plans need to be in place, and ensure that
such plans are heing delivered for ensuring value for money;

suitable insurance coverage to ensure the appropriate levels and types of coverages are
in place;

formal policy for assuming financial obligations of employees/ex-employees who
are/were on deputation from State Government, the sponsor hody;

Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NGO) need o be enhanced in assessing NGOs/Peripheral units’ internal control and
compliance for purposes of achieving effective oversight instead of relying heavily on
information obtained through interviews; Operational and fiscal evaluations or reviews
presently not carried out should also be carried:.

oversight implications of non-compliance with -

statutory obligations by MSACS in relation to Income Tax (including TDS);

statutory obligations by sub-recipient NGOs (including lead NGO)/peripheral units
especially in relation to Income Tax (including TPS), Profession Tax and labour laws;
and )

guidelines on financial and procurement systems for sub-recipient NGOs/CBOs
prescribed by NACO with consequential impact on project implementation by sub-
recipient NGOs/peripheral units, as the case may be;

motitoring activities and fGnancial utilization for which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is contingling or overlapping of other
activities or there is funding received from other donor agencies;

accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMRs) and other data with
financial results on timely basis due to, among other things, application software-related
problems;

compliance with statutory provisions of Income Tax law with respect to filing of annual
income tax return and with governing organizational law for charitable /non-profit
entities;

consistent and timely checks on monthiy salaries to contractual staff before making
payment and periodical management review thereof:

detailed periodical analyses of material variations hetween actual and budgeted
expenditure

&7



v] i respect of most of the expenses which have been booked /accounted on the basis of
lHihsation Certificate’s received from the executing / spending units, we have relied
sulely an the statement submitted authenticated by the site / unit implementing officer
and / or incharge. Tn the absence of the supporting documents, which we understand
would be subject to audit at the unit, we are unable to comment on the genuineness /
reasonableness of the same. -

that we consider to be significant deficiencies in the design or operation of the internal
control structure that, in our judgment, could adversely affect MSACS’ ability to record,
process, summarize and report financial data consistent with the assertions of the
management in the financial statements;

Qur evaluation excluded internal controls related to 1T environment and we are unable to
obkain reasonable assurance abour the aspects of controls that may be relevant to MSACS'
internal controls in this environment as it relates 1o audit of the financial statements.

These deficiencies are likely to continue to exist until internal controls are strengthened, and
appropriate resources are dedicated to maintaining effective internal controls. In the interim,
the Society will need o place greater emphasis on monitoring the current risks and
vulnerabilities, along with the velated compensating procedures, to determine whether these
risks are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
cotical Lo maintaining the Society's credibility;

Generally accepled accounting principles and grant management requirements, specify the
grant management and control systems he documented and designed to detect errors and fraud
in the narmal course of business, The lack of management and control procedures leaves MSACS
vulnerable 1o errors and fraud in grants and to the risk of incomplete reporting and compliance
with prant requirements,

2. The cost-sharing and/or cost-allocation in different programmes are done by MSACS
guided, among other things, by programme budgets and relied upon by us;

3. Balances duc to or from parties including but not limited to Advances/deposits given
and Security Deposits received are subject to confirmation; there are old Credit and
debit halances including those relating to vendors, advances and deposits given
(including advances to employees) and unutilized grants funds from donor agencies that
need to be, among other things, comprehensively reviewed and analyzed for ageing, and
CAITY out appropriate adjustments on regular basis; their present status needs to be
ascertained as legacy issues will continue to impair the Society’s ability to report
fmancial information;

4. Advances have continued to be granted to sub-recipients being Peripheral Units
notwithstanding that the sub-recipient Peripheral Units have continued to be
irregular in submitting Statements of Expenditure/Utilization certificates in respect of
prior outstanding advances; MSACS needs to strengthen mechanism for timely
adjustment of advances in terms of letter no T.11025/28/2009-NACO of October 29,
2010 from NACO; in respect of such expenditure and advances, owing to inadequate
controls, systems, safeguards and monitoring over its us¢; it is not possible for us to
ascertain whether the wtilization is done or likely to be done in a proper manner;
Additionally, MSACS should also seck data of interest earned by peripheral units on
unspent funds before reteasing further advances;

5o b the absence of any master record for the running Purchase / Work order, we are
unable to comment on the control for the same.
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9.

10.

In terms of Office Memaorandum No. G 25012/4/2008/NACO from NACO referring to the
clarification vide DO No. Coord/10(1) 20]0/NACO/39576 of March 4, 2012 from
Central Provident Fund Commissioner, NACO and SACS are excluded from applicability
of Provident Fund law to contractuai employees of NACO and SACS. However, this
exchesion does not extend to contractual staff employed by peripheral units, lead NGOs
and other NGOs. The resulting impact, if any, of the same is not presently ascertainable.

The management is responsibte for complying with laws and regulations applicable to
the society. We performed tests of its compliance with tertain provisions of laws and
regelation: we limited our tests of compliance to these provisions, and we did not test

_vompliance with all laws and regulations applicable to MSACS. Providing an opinion on

compliance with certain provision of laws and regulations was not an objective of our
audil and accordingly, we do not express such an gpinion.

1
There is no I'T/EDP systems audit nor review for security/application controls and we
have not performed any additional testing on financial or other data; also there are
inherent limitations in financial system software and our reliance on the data validated
by management/ others as part of the audit process; we did not rely on any other
systems other than to make selections for testing purposes.

We have nol been able to review whether there is any Business Continuity Plan (BCP)
and Disaster recovery policy/ procedures (DRP)

We have attested these financial statements as Statutory Auditors subject to approval of
the same by the Executive Commiltee,

S The Exceutive Commitiee and Governing Body of MSACS have to enhance their

functional effectiveness to comply with the laid down rules and regulations of MSACS
including but not limited to hold meetings regularly and. maintain up to date Minutes
Books as also in particular approve/ ratify deeds/actions which though may be in
accordance with the guidelines/directions of donor agencies but nevertheless may be
inconsistent with the rules and regulations of MSACS; we are unable to ascertain
precisely all such inconsistencies that may be existing and the impact, if any, on the
financial statements of MSACS;

-Inrespect of Fixed Assets -

4) Having regard to the accounting treatment followed during the period of charging
certain capital expenditure as utilization of grant, inventory records for fixed assets
are to be updated and do not reconcile to the general ]elclger;

b} Noprovision has been made for depreciation and impairment, if any, of the assets.

) identification and subsequent physicat verification of fixed assets and reconciliation
of discrepancies, if any, with up-dated records has not been done by the
management.

d} fnventory records need to be maintained and periodical physical verification be
carried out by persons other than custodians;

We understand that these requirements and other aspects such as depreciation, impairments,
adjustment of shovlage / excess, if any, are being dealt at NACO level. In the circumstances, we
are unable to comment an the value of assets reflected in the financial statements;

13.

In respect of payments to employees -
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4] service book/record of employees on deputation from Government were not available
L audit;

b)) docwments related o selection process of new appointeed was not available to audit;and

¢} there are several positions vacant affecting the discharge of effective procurement
lunchons and segregation of duties by employees in overall functioning of MSACS;

14, MSALS" operating plans have been entirely reliant on externat financial support with no
other plans for sustainable funding to ensure continuance'of activities on self-supportive
basis. In the event that external financial support was to get delayed or discontinued,
there Is uncertainly as to MSACS' ability to continue with the operating plans and
activities. These financial statements are prepared on the assumption that sufficient
financing will continue to be provided to MSACS to enable it to continue with its plans
and activities,

. These linancial statements are prepared by MSACS management generally in accordance
with financial guidelines prescribed by National AIDS Control Organization (NACO) and
do not sirictly comply with the requirements of accounting standards prescribed by the
Institute of Chartered Accountants to the extent applicable and in the manner required.
The effects on the financial statements of the variances between accounting practices
adopted and accounting standards, although not reasonably determinable, are
presumed ro be material,

16, The auditis performed on the basis on information/data furnished or made available to
audit and is not responsible for misinformation and/or non-submission of
intormation /data.

17. We did not audit management's comments, where provided, and accordingly, we
uxpress no opinion on additional inputs provided therein by management on them.

18. Significant Accounting Policies are not disclosed as required under AS-1;

19. As regards the matters referred to above in paragraphs 0l to 18 above read with our
other observations as attached and -

- owing io the limitations explained therein; and/or
ourinability to comment on the eventual outcome; and/or
m the absence ol an adequate system, which we could rely on, and consequently our
mability to perform satisfactory audit procedures: and/or |

such adjustments {not presently ascertainable) as might have been found to be
necessary had we been able to satisfy ourselves as to the matters referred therein:

the financial results of MSACS as of and for the period ended March 31, 2014 may vary in
step with the final determinatioh/resolution of the issues involved. We are unable to
express an opinion on such matters and the consequential effect, if any, on the financial
statemients of MSACS. :

Opinion Paragraph

Inouropinion, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may be necessary (presently not ascertainable), give a true
and fair view of the Sources and Application of Funds and the financial position of Maharashtra
State AIDS Control Society for the period ended March 31, 2014, in accordance with consistency
apphbed accounting standards. These statements have been subjected to auditing procedures




applied in the audit of special purpose financial statements and in our opinion and to the best of
our information and according to the information and explanations givén to us, is fairly stated in
ol material respects in relation to the special purpose findncial statements taken as a whole
read with our repert and other observations thereon.

The information in the Utilisation Certificate is not a required part of the financial statements,
but is suppiementary information. We have applied certain limited procedures, which consisted
principally ol inguiries of management regarding the methods of measurement and
presentation af this information. However, we did not audit this information and accordingly,
WeLKPress no opinion ol .

We turther repaort that subject Lo the aforesaid observarions -

4} Al tunds sent by GOI/ State Society as grant-in-aid liave been used in accordance with
the conditions as laid down in the Project Implementation Plan and World Bank
apreements as well as the GFATM agreement and only for the purposes for which the
tunds were provided;

Bb) Al funds have been used in accordance with the relevant financing agreements, with
tue altention to economy and efficiency, and only for the purposes for which they were
provided:; -

¢} Al expenditure, including procurement of goods and services have been carried out as
per the procurement manual of the program;

) Alb the goods procured and issues are supported by valid receipt and issue documents
and are recorded in the stock/ inventory registers and the closing balances worked out
carrectly; and

¢} The expenditures reported as per the quarterly FMR also are in agreement with the
audited expenditure / books of accounts and variances are documerited

This report, read along with observation annexed thereto, is intended solely for the information
and use of the World Bank, DFID and National AIDS Control Orgpanisation of the Government of
India as funding agencies ol the National AIDS Control Program - Phase 1ll and for submission
to these funding apencies and should not be used by anyone othér than these specified parties
forany other purpose. '

Tobe read along with other observation annexed,

For MKPS & Associates
Chartered Accountants
Firm's Regn No. 302014E

arendra Khandal
artney
M No. 365025

Mumbai, July 30, 2014



N (7 CO Maharashtra SACS - GLOBAL FUND RCC-1I Y
' . - é\ Ackworth Complex R. A Kidwai Marg Wadala (West), Mumbai - 400031
. Natiomal AIDS Centrol Project - Phase 111
»

t

Utilisation Certificate

Certified that an amount of Rs. 208,717,000.00 received as grarnts-in-aid received from
Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below
and opening Cash/Bank Balance Rs. 5,576,476.63 (and Current Liabilities of Rs.1,206,546.00)and
outstanding Advances for Rs. 16,605,775.50 on accoﬁnt of unspent balance brought forward from
the previous financial year, and Bank Interest and Miscellaneous Reccipté of Rs. 5,419,818.00. a
sum of Rs. 226,531,699.50 has been utilized for the purﬁose for which it was sanctioned and the
Cash/Bank balance of Rs. 18,133,492.13 (and Current Liabilities of Rs. 1,395,411.00)and
outstanding advances of Rs.-8,157,256.50. remaining unutilized at the end of the year will be

adjusted towards the grants-in-aid payable during the next year .

Si. Ng. Sanction letter Number and Date ' Amount
1) M-18017/3/2013-NACO (RCC-IT) Dt. 03/07/2013 110,460,000.00
2) M-18017/3/2013-NACO (RCC-ITI}  Dt. 30/09/2013 98,257,000.00
Total 208,717,000.00

2.Certified that I have satisfied myself that the conditions on which the grants-in-aid was
sanctioned have been duly fulfilled/are being fulfilled and that 1 have exercised the
following checks to see that the money was actually utilized for the purpose for which it
was sanctioned.

Kinds of checks exercised

1. Statement of Expenditures _
A 2. Annual Financial Statements & +§: & o
F?Q/o 911,“45’} a r,". é‘h@
| i® S
Countersigned ' & 1&%‘:{%%

b
s

Chartered Accountant)

"2o) by fie

{ \
Project RUEIF N ect
Mabar kDbl
Control Sc¢oiety, Mumbai.
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Bank 1

Advance to NGOs

o Advance to Staff

Advance 1o District Authorities

Inter Unit Fund Transfer

5,576,476.63
59,936.50
21,813.00
21,524,026.00
-5,000,000.00
13,182,252.13

Opening balance of Net Current Liabilities Amount (Rs.)
Security / Earnest Deposit (Received) 1,171,955.00
TDS (Others) 34,591.00

1,206,546.00

Sources of funds Aniount- (Rs.) n _
Grant from NACO to SACS 208;7 17,000.00

208,717,000.00

Utilisation of funds >+ - Amount (Rs.)
Workshops 15,000.00
Training 19,509,536.00
Salary 172,208,845.00
Vehicle Maintenance 513,119.00
Travelling Expenses 4,908,707.00
Honorarium 458,216.00
Bank Charges 2,261.00
Expenses on ICTC centre sct up and maintenance 24,141,331.50
Review Meeting and Supervision of Councellors 3,459,920.00
Office Equipment

1,314,764.00
226,531,699.50

Inter Unit Fund Transfer

Bank l:i"t‘cresf'& Miscellaneous Receipts Amount (Rs.)
Sale of Bid/Tender Documents 18,000.00
Testing Fee from Patients 76,450.00
Other Receipls 4,088 .238.00
Interest from Bank 1,237,130.00

5,419,818.00

Current Liabilities Amount (Rs.)
Security / Earnest Deposit (Received) 1,395,411.00

1,395,411.00

Closing balance of Net Cun:ent As;ets Amount (Rs.)
Bark 1 18,133,492.13
Advance to NGOs 59,936.50
Advance to Staff 21,813.00
Advance (o District Authorities 16,760,994.00

-25,000,000.00

X
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REPORT OF STATUTORY AURITORS

‘l.tf'

The Projes: Doector,

Maharasht s State ALDS Control Society,
Mumbai 400 031

fntroduciory Paragraph

We five audited the accompanyng [inancial statements of Maharashtra State AIDS Control
Sovtety wiier the National AIDS Control Project - Phase (11 financed under GFATM Rolling
Contnaation Channel Round 4 for brevity's sake referred to as"RCC Round4” as of March 31,
20 heae financial statements comprise of the Balance Sheet as on March 31, 2014;
Statement of Income & Expenditure and Receipt & Payment Account for the period from April 1,
2013 10 March 31, 2014, The management of Maharashtra: State AIDS Control Society is
resposible for the preparation of the accompanying financial|statements in accordance with
applicable taw and accounting standards. Qur responsibility is\tn express an opinion on these
financul statements audited in accordance with relevant. Indian legal and regulatory
reguirements and auditing standards.

Maharashira State AIDS Control Society (referred to as "MSACS” or “the Society” for brevity’s
sake) managament's policy is .to prepare the accompanying statements on cash basis in
comformity with the standerds prescribed by the I1CAL for Cash. Accounting. On this basis, cash
reteipts are cevopnized witen received and cash expenditures are recognized when paid rather
than when incurred. The same system is adopted in respect of amount of grants / funds spent
Ly the NGO/ periphery and other unitys as well as for accounting of office expenses. Hence, the
amount speat by units of socicty as well as its employees against advance / imprest given to
hom o acecunted for ag and wien the respective utilizalion / statement of expenditure are
received,

Suone Paragraph

We condacied our audit in accordance with Standards on Auditing issued by the Institute of
Chariered Accountants of India. Those Standards require that we plan and perform the audit to
ghtain reasonable assurance aboul whether the financial statements are free of material
musslaterment. An audit includes examining, on a test basis, evidence supporting the amounts,
review of interrat controls and disciosures in the financiai statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
woii oy evaluating Lhe overall financial statement presentation.

As part of audit risk assessment we designed audit procedures so as to have a reasonable
expectation of detecting misstarement arising from fraud or evrer which are material to the
Pnnneed stiements us a whale, However, audit procedures that are effective for detecting a
misstatement thag is unintentional may not he elfective for a misstatement that is intentional
ated o cenaited particularly through forgery, collusion or management override of contiol
svstems in fnraiing our opinion we =iso gvajuated the aoverall adeguacy of the presentation of
urormaton o the flnanciol statements

We planned and performed our audit so as to obtain all the information and explanations which
wo considered negessary in ocder te provide us with sufliciént evidence to give reasonshle
assuranve that the fmangal statemoeres are iree from material misstatement. We believe that
our awht providaes a reasonable basis for our oginion.

Uo



Bases for opinion
We report that -

1. MSACS Trustees/management is/are responsible for establishing and maintaining an
mternal control structure. In fulfilling this responsibility, estimates and judgment by
management are required to assess the expected henefits and related costs of internal
control structure, policies and procedures. We are neither aware of nor have we been
informed of any assessment in this respect by MSACS,

The objectives of an internal control structure include policies and procedures, among
other things, are:

a) to maintain records that, in reasonable detail, accurately and fairly reflect the
transaclions and dispositions of the assets of MSACS;,

b} to provide management with reasonable, but not ahsolute assurance that transactions
(including receipts and expenditures) are executed in accordance with management’s
suthorization and recorded properly as necessary to permit the preparation of the
financial statements in accordance with generally accépted accounting principles; and

¢) to provide reasonable assurance regarding prevention or timely detection of
anavcthorized acquisition, use or disposition of the MSACS' assets that could have a
material effect on the financial statements.

Because of inherent limitations in any internal control structure, errors, irregularities or
misstatements may nevertheless occur and not be detected. Also, the projection of any
evalualion of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject to the risk that they may become inadequate because of changes in
conditions; degree of compliance or the effectiveness of the design and operation of controls
with the policies and procedures may deteriorate and conséquéntly altering the validity of
such conclusions that would no longer portray the system in existence.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
management processes and systems. Our evaluation of the prevailing internal control
structure and its operation at MSACS as of and for the period.ended March 31, 2014 for the
purpose of expressing an opinion on the financial statements disclosed continuing
weaknesses in the design or operation of the internal contiol structure for:

a) need to strengthea procedures for effective grant management with a central approach
for accaunting, management, and training for grant compliance to reduce the risks of
nusmanagement in grant funding;

b} formalizing arrangements in respect of grants provided to &.ub recipient peripheral units
Lo ensure accountability over sub-recipient peripheral units;

¢) accounting for cost-sharing and cost-allocation to different p‘rogrammes with a need ta
formalize the system;

d) need to improve data collection form, reporting by and oversight of DAPCUs, the
district-level nodal units; ,

¢} timely submission of Statements of expenditure/Utilization certificates by sub-
recipient NGOs (including tead NGO) and peripheral units, their verification to confirm
the validity of amounts reported and adequacy of the supporting documentation and
uitimately their timely adjustment in the financial record of MSACS as grant
expenditure;




3

£)
h)

q)

5)

t)
u)

records for Fixed assets (including but not limited to obsolete/discarded assets) at
MSACS, sub- recipient NGOs and peripheral units;

records for Testing Kits at MSACS and sub-recipient peripheral units

absence of any internal audit being conducted at MSACS as well as at the lead NGO level
and peripheral units level for the period, we are unable to comment on the effectiveness
ol the system as Lo the scope and coverage of the audit. As explained by the management
the same is under process at several units in a phased manner, however the reports for
the same are awaited;

vacancies in sanctioned staff positions not filled also resulting in inadequate control
especially lack of segregation of duties and weak governance;

Management has not established a road plan or formal process to change to accrual
system of accounting that will facilitate improved financial reporting and increase the
financial control; in the current accounting system, there are inherent limitations and
constraintys on the detailed review of current assets, advances and current liabilities;
Management has to design an internal control system and establish procedures for
dealing with discontinuance of grants to and /or termination of tie up arrangements with
sub-recipient NGOs and recoveries from suk: recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;

robust financia! plans linked with operational plans need to be in place, and ensure that
such plans are being delivered for ensuring value for money;

suitable insurance coverage to ensure the appropriate levels and types of coverages are
in place;

formal policy for assuming financial obligations of employees/ex-employees who
are/were on deputation from State Government, the sponsor body;

Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NG(O) need to be enhanced in assessing NGOs/Peripheral units' internal control and
compliance for purposes of achieving effective aversight instead of relying heavily on
information obtained through interviews; Operational and fiscal evaluations or reviews
presently not carried out should also be carried;,

oversight implications of non-compliance with -

statutory obligations by MSACS in relation to Income Tax (including TDS);

statutary obligations by sub-recipient NGOs (including lead NGO)/peripheral units
especially in relation to Income Tax (including TDS), Profession Tax and labour laws;
and

puidelines on financial and procurement systems for sub-recipient NGOs/CBOs
prescribed by NACO with consequential impact on project implementation by sub-
recipient NGOs/pertpheral units, as the case may be;

monitoring activities and financial utilization for which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is comingling or overlapping of other
activities or there is funding received from other donor agencies;

accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMRs) and other data with
financial results on timely basis due to, among other things, application software-related
prublems;

compliance with statutory provisions of Income Tax law with respect to filing of annual
income tax return and with governing organizational law for charitable/non-profit
citities;

consistent and timely checks on monthly salaries to contractual staff before making
payment and periodical management review thereof;

detailed periodical analyses of material varialions between actual and budgeted
expenditure

In respect of mast of the expenses which have been booked faccounted on the basis of
Utilisation Cerrificate’s received from the executing / spending units, we have relied
solely on the statement submitted authenticated by the site / unit implementing officer

Yy



and / or incharge. In the absence of the supporting documents, which we understand
would be subject 1o audit at the unit, we are unable to comment on the genuineness /
reasonableness of the same.

that woe consider to be significant deficiencies in the design or operation of the internal
conirol suructure that, in our judgment, could adversely affect MSACS' ability to record,
process, swmmarize and report financial data consislent with the assertions of the
management in the financial statements;

Qur evaluation excluded internal controls related to IT environment and we are unable to
obtaun reasonable assurance about the aspects of controls that may be relevant to MSACS'
internal controls in this environment as it refates to audit of the financial statements.

These deficiencies are likely to continue to exist until internal controls are strengthened, and
appropriate resources are dedicated to maintaining effective internal controls. In the interim,
the Society will need to place greater emphasis on rmonitoring the current risks and
vulnerabilities, along with the related compensating procedures, to determine whether these
risks are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
critical to maintaining the Society’s credibility;

Generally accepted accounting principles and grant management requirements, specify the
granl management and control systems be documented and designed to detect errors and fraud
in the normal course of business. The lack of management and control procedures leaves MSACS

vulnerable 1o errors and fraud in grants and to the risk of incomplete reporting and compliance
with grant requirements.

2. The cost-sharing and/or cost-allocation in different programmes are done by MSACS
guided, among other things, by programme budgets and relied upon by us;

3. Balances due Lo or from parties including but not limited to Advances/deposits given
and Security Deposits received are subject to confirmation; there are old Credit and
debit balances including those relating to vendors, advances and deposits given
(including advances to employees) and unutilized grants funds from donor agencies that
need 1o be, among other things, comprehensively reviewed and analyzed for ageing, and
carry out appropriate adjustments on regular basis; their present status needs to be
ascertained as legacy issues will continue to impair the Society's ability to report
{financial information; ,

4. Advances have continued to be granted to sub-recipients being Peripheral Units
notwithstanding that the sub-recipient Peripheral. Units have continued to be
wregular i submitting Statements of Expenditure/Utilization certificates in respect of
prior outstanding advances; MSACS needs to strengthen mechanism for timely
adpustment of advances in terms of letter no T.11025/28/2009-NACO of October 29,
2010 from NACO; in respect of such expenditure and advances, owing to inadequate
coatrols, systems, safeguards and monitoring over its use; it is not possible for us to
ascertain whether the utilization is done or likely to be done in a proper manner;
Additionally, MSACS should also seek data of interest earned by peripheral units on
unspent funds before releasing further advances;

o

In the absence of any master record for the running Purchase / Work order, we are
unable to comment an the control for the same.

us



0.

9.

10.

I respect of Fixed Assels -

In terms of Oflice Memorandum No, G 25012/4/2068/NACO from NACO referring to the
clavification vide DO No. Coord/10(1) 2010/NAC0/39576 of March 4, 2012 from
Central Provident Fund Commissioner, NACO and SACS afe excluded from applicability
of Provident Fund law to contractual employees of NACO and SACS. However, this
exclusion does not extend to contractual staff employed by peripheral units, lead NGOs
and other NGOs. The resulting impact, if any, of the same is not presently ascertainable.

The management is responsible for complying with laws and regulations applicable to
the society. We performed tests of its compliance with certain provisions of laws and
regulation; we limited our tests of compliance to these provisions, and we did not test
compliance with all iaws and regulations applicable to MSACS. Providing an opinion on
compliance with certain provision of laws and regulations was not an objective of our
audit and accordingly, we do not express such an opinion.

There s no IT/EDP systems audit nor review for security/application controls and we
have not performed any additional testing on financial or other data; also there are
wherent limitations in financial system software and our réliance on the data validated
by management/ others as part of the audit process; we did not rely on any other
systems other than to make selections for testing purposes.

We have not been able to review whether there is any Buginess Continuity Plan (BCP)
and Disaster recovery policy/ procedures (DRP) '

We have attested these financial statements as Statutory Auditors subject to approval of
the same by the Executive Committee,

. The Executive Committee and Governing Body of MSACS have to enhance their

functional effectiveness to comply with the laid down rules and regulations of MSACS
including but not limited to hold meetings regularly and mllaintain up to date Minutes
Books as also in particular approve/ ralify deeds/actions which though may be in
accurdance with the guidelines/dirvections of donor agencies but nevertheless may be
inconsistent with the rules and regulations of MSACS; we are unable to ascertain
precisely all such inconsistencies that may be existing and the impact, if any, on the
financial statements of MSACS;

a) Having regard to the accounting treatment followed during the period of charging
certain capital expenditure as utilization of grant, inventory records for fixed assets
are lo be updated and do not reconcile to the general ledger;

b) No provision has been made for depreciation and impairment, if any, of the assets.

c} identification and subsequent physical verification of fixed assets and reconciliation
of discrepancies, if any, with up-dated records has not been done by the
management.

d) Inventory records need to be maintained and periodicdi physical verification be

. carried out by persons other than custodians;

We uanderstand thal these requirements and other aspects such as depreciation, impairments,
adjustment of shortage / excess, if any, are being dealt at NACQ level. In the circumstances, we
are unable Lo comment on the value of assets reflected in the financial statements;

Y 2—



13.

a)

h)
¢}

14,

16.

19.

In respect of payments to employees -

service book/record of employees on deputation from Government were not available
Lo audit,

documents related to selection process of new appointees was hot available to audit;and
there are several positions vacant affecting the discharge of effective procurement
functions and segregation of duties by employees in overall functioning of MSACS;

MSACS' operating plans have been entirely reliant on external financial support with no
other plans for sustainable funding te ensure continuance of activities on self-supportive
hasis. In Lhe event that external financial support was to get delayed or discontinued,
there is uncertainty as to MSACS' ability to continue with the operating plans and
activities, These financial statements are prepared on the assumption that sufficient

linancing will continue to be provided to MSACS to enable it to continue with its plans .

and activities.

- These financial statements are prepared by MSACS management generally in accordance

with financial guidelines prescribed by National AIDS Control Qrganization (NACO) and
do not strictly comply with the requirements of accounting stahdards prescribed by the
Enstitute of Chartered Accountants to the extent applicable and in the manner required.
The effects on the financial statements of the variances betwéen accounting practices
adopted and accounting standards, although not reasonably determinable, are
prosemed ro be material,

The audit is performed on the basis on information/data furnished or made available to
audit and iy not responsible  for misinformation  andfor non-submission of
information/data.

- We did not audit management's comments, where provided, and accordingly, we

express na opinion on additional inputs provided therein by management on them.

- Significant Accounting Policies are not disclosed as required under AS-1;

As regards the matters referred to above in paragraphs 01 to 18 above read with our
other observations as attached and -

owing to the limitations explained therein; and/or

our inability to comment on the eventual outcome; and/or

in the absence of an adequate system, which we could rely or, and consequently our
inability to perfarm satisfactory audit procedures; and/or

such adjustments {not presently ascertainable) as might have been found to be
nc-x:cs.i.';n'y had we heen able 10 satisfy ourselves as to the matters referred therein;

the financial results of MSACS as of and for the period ended March 31, 2014 may vary in
step owith the final determination/resolution of the issues involved. We are unable to
express an opininn on such matters and the consequential effect, if any, on the financial
statements of MSACS.

)



Opinion Paragraph

In our opinion, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may be necessary (presently not ascertainable), give a true
and fair view of the Sources and Application of Funds and the financial position of Maharashtra
State ALDS Control Society for the period ended March 31, 2014, in accordance with consistency
applied accounting standards. These statements have been subjected to auditing procedures
applied in the audit of special purpose financial statements and in our opinion and to the best of
our information and according to the information and explanations given to us, is fairly stated in
all material respects in relation to the special purpose financial statements taken as a whole
read with our repart and other observations thereon.

The information in the Utilisation Certificate is not a required part of the financial statements,
but is supplementary information. We have applied certain limited procedures, which consisted
principally ol inquiries of management regarding the methods of measurement and

presentation of this information. However, we did not audit this information and accordingly,
We express no opinion of it

We further report that subject to the aforesaid observations =
a} Al funds sent by GOI/ State Society as grant-in-aid Have been used in accordance with
the conditions as laid down in the Project Implementation Plan and World Bank

agreements as well as the GFATM agreement and only for the purposes for which the
{funds were provided;

b} All funds have been used in accordance with the relevant financing agreements, with.

due attention to economy and efficiency, and only for the purposes for which they were
pravided

.

L]
et

All expenditure, including procurement of goods and services have been carried out as

per the procurement manual of the program;

d) All the poods procured and issues are supported by valid receipt and issue documents
and are recorded in the stock/ inventory registers and the closing balances worked out
correctly; and

e} The expenditures reported as per the quarterly FMR also are in agreement with the

audited expenditure / books of accounts and variances are documented

This report, read along with observation annexed thereto, is intended solely for the information
and use of the World Bank, DFID and National AIDS Control Organisation of the Government of
India as funding agencies of the National AIDS Control Program - Phase I11 and for submission

to these funding agencies and should not be used by anyone other than these specified parties
for any other purpose,

To be read along with other observation annexed.

For MKPS & Associates
Chartercd Accountants
Firm's Regn No. 302014E

T

arcndra Khandal
artner
M No. 065025

Mumbai, July 30, 2014

Lo
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Maharashtra SACS - GLOBAL FUND RCC-IV )
Ackworth Complex R.A Kidwai Marg Wadala (West), Mumbai - 400031 (E’%

National AIDS Control Project - Phase 111

Utilisation Certificate
Certified that an amount of Rs. 192,879,000.00 received as grants-in-aid received from
Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below
and opening Cash/Bank Balance Rs. 20,190,486.35 (and Current Liabilities of Rs.617,721.00)and

outstanding Advances for Rs, 25,555,454.500n account of unspent balance brought forward from

the previous financial year, and Bank Interest and Miscellaneous Receipts of Rs. 1,516,496.00. a

sum of Rs. 215,009,821.50 has been utilized for the purpose for which it was sanctioned and the
Cash/Bank balance of Rs. 10,679,772.35 (and Current Liabilities of Rs. 849,799.00)and

outstanding advances of Rs.14,683,921.00. remaining unutilized at the end of the year will be

adjusted towards the grants-in-aid payable during the next year .

SI. Na.

Sanction letter Number and Date

Amount

1) M.18017/4/2013-NACO (F)

Dt. 14/06/2013

54,478,000.00

2 M.18017/4/2013-NACO (F)

Dt.28/09/2013

138.,401,000.00

Total

192,879,000.00

2.Certified that I have satisfied myself that the conditions on which the grants-in-aid was
sanctioned have been duly fulfilled/are being fulfilled and that I have exercised the
following checks to see that the money was actually utilized for the purpose for which it

was sanctioned.

Kirnds of checks exercised
1. Statement of Expenditures
2. Annual Financial Statements

A:F:, Wﬂfvﬂf

Countersigned

{Chartered Accountant)

(’3"070’7‘&',

AN
PfOJe?PBjEEPtS‘Eecm?
Maharashtra State AIDSs
Control Society, Mumbat.
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Bank 5 20,190,486.35
Advance to Others 16,040.00
- Advance to Staff 143,125.00
Advance to District Authoritics 25,396,289.50
45,?745,940.85

Opening balance of Net Current Liabilities Amount (Rs.)
Security / Earnest Deposit (Received) 582,325.00
TDS (Others) 34,446.00
Other Recoveries 950.00
617,721.00

Sources of funds Amount (Rs.)
Grant from NACO to SACS 192,879,000.00
192,879,000.00

Utilisation of funds Amount (Rs.)
Ol Drugs 12,179,717.00
IEC 2,901,931.00
Operational Expenscs 3,043,231.50
Rescarch & Development 507,831.00
Training 3,332,189.00
Salary 96.925,083.00
Telephone/Communication Expenses 119,884.00
Bank Charges -2,500.00
ARV Drugs 69,260,660.00
Other Administration Cost "700,408.00
Contigency 13,202,273.00
Consurmable ltems 3,981,554.00
Transportation Expenses 800,688.00
Civil Works 5,332,508.00
Office Equipment 2,724,364,00

215,009,821.50

Bank Interest & Miscellancous Reccipts Amount (Rs.)
Sale of Bid/Tender Documents ~61,000.00
Other Receipts 222,597.00
Interest from Bank 1,232,899.00

1,516,496.00

Current Liabilities”- = Amount (Rs)) |
TDS (Salary) 4,452.00
Security / Earnest Deposit (Received) 838,041.00
TDS (Others) 7,106.00
Other Recoveries 200.00




[
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Closing balance of iNet, CurrentfAssets

Bank 5
Advance to Others
Advance to Staff

Advance to District Authorities

10,679,172.35
16,040.00
98,295.00
14,569,586.00
25,363,693.35
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REPORT OF STATUTORY AUDITORS

To

The Preject Director,

Maharashtra State AIDS Control Society,
Mumbai 400 031

Introductory Paragraph

We have audited the accompanying financial statements of Maharashtra State AIDS Control
Society under the National AIDS Control Project - Phase 111 financed under GFATM Round 7 for
hrevity's sake veferred to as “Round 7" as of March 31, 2014. These finaTicial statements
comprise of the Balance Sheet as on March 31, 2014; Statement of Income & Expenditure and
Receipt & Payment Account for the period from April 1, 2013 to March 31, 2014. The
management of Maharashtra State AIDS Control Society is responsible for the preparation of the
accompanying financial statements in accordance with applicable law and accounting
standards. Our responsibility is to éxpress an opinion on these financial statements audited in
accordance with relevant Indian legal and regulatory requirements and auditing standards.

Maharashira State AIDS Control Seciety (referred to as “MSACS” or “the Society” for brevity's
sake) management's policy is to prepare the accompanying statements on cash basis in
conformity with the standards prescribed by the [CAI for Cash Accounting. On this basis, cash
receipls are recognized when received and cash expenditures are recognized when paid rather
than when incurred. The same system is adopted in respect of amount of grants / funds spent
hy the NGO / periphery and other units as well as for accounting of office expenses. Hence, the
amount spent by units of society as well as its employees against advance / imprest given {c

them is accounted for as and when the respective utilization / statement of expenditure are
received.

Scope Paragraph

we conducted our audit in accordance with Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we plan and perform the andit to
chiain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts,
review of internal controls and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation,

As part of audit risk assessment we designed audit procedures so as to have a reasonable
expectation of detecting misstatement arising from fraud or error which are material to the
financial statements as a whole. However, audit procedures that are effective for detecting a
misstatement that is unintentional may not be effective for a misstatement that is intentional
and is concealed particularly through forgery, collusion or management override of control
systems. In forming our opinion, we also evaluated the overall adequacy of the presentation of
information in the financial statements.

We planned and performed our audit so as to obtain all the information and explanations which
we considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatement. We believe that
our audit provides a reasonable basis for our opinion.
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Bascs for opinion

We report that -

1. MSACS Trustees/management is/are responsible for establishing and maintaining an
internal contro} structure. In fulfilling this responsibility, estimates and judgment by
management are required to assess the expected benefits and related costs of internal
control structure, policies and procedures. We are neither aware of nor have we been
informed of any assessment in this respect by MSACS.

The objectives of an internal control structure include policies and procedures, among
other things, are:

a) to maintain records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of MSACS;

b) to provide management with reasonable, but not absolute assurance that transactions
(including receipts and expenditures) are executed in accordance with management's
authorization and recorded properly as necessary to permit the preparation of the
financial statements in accordance with generally accepted accounting principles; and

¢) to provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the MSACS’ assets that could have a
material effect on the financial statements.

Because of inherent limitations in any internal control structure, errors, irregularities or
misstatements may nevertheless accur and not be detected. Also, the projection of any
evaluation of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject to the risk that they may become inadequate because of changes in
conditions; degree of compliance or the effectiveness of the design and operation of controls
with the policies and procedures may deteriorate and consequently altering the validity of
such conclusions that would no longer portray the system in existence.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
management processes and systems. Our evaluation of the prevailing internal control
structure and its operation at MSACS as of and for the period ended March 31, 2014 for the
purpose of expressing an opinion on the financial statements disclosed continuing
weaknesses in the design or operation of the internal control structure for:

a) need to strengthen procedures for effective grant management with a central approach
for accounting, management, and training for grant compliance to reduce the risks of
mismanagement in grant funding;

b) formalizing arrangements in respect of grants provided to sub-recipient peripheral units
to ensure accountability over sub-recipient peripheral units;

¢) accounting for cost-sharing and cost-allocation to different programmes with a need to
formalize the system;

d) nced to improve data collection form, reporting by and oversight of DAPCUs, the
district-level nodal units;

@) timely submission of Statements of expenditure/Utilization certificates by sub-
recipient NGOs (including lead NGO) and peripheral units, their verification to confirm
the validity of amounts reported and adequacy of the supporting documentation and
ultimately their timely adjustment in the financial record of MSACS as grant
expenditure;




g
h)

k)

p)

q)

records for Fixed assets (including but not limited to obsolete/discarded assets} at
MSACS, sub- recipient NGOs and peripheral units;

records for Testing Kits at MSACS and sub-recipient peripheral units

absence of any internal audit being conducted at MSACS as well as at the lead NGO level
and peripheral units level for the period, we are unable to comment on the effectiveness
of the system as to the scope and coverage of the audit. As explained by the management
the same is under process at several units in a phased manner, however the reports for
the same are awaited;

vacancies in sanctioned staff positions not filled also resulting in inadequate control
especially lack of segregation of duties and weak governance;

Management has not established a road plan or formal process to change to accrual
system of accounting that will facilitate improved financial reporting and increase the
financial control: in the current accounting system, there are inherent limitations and
constraints on the detailed review of current assets, advances and current liabilities;
Management has to design an internal control system and establish procedures for
dealing with discontinuance of grants to and/or termination of tie up arrangements with
sub-recipient NGOs and recoveries from sub-recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;

robust financial plans linked with operational plans need to be in place, and ensure that
such plans are being delivered for ensuring value for money;

suitable insurance coverage to ensure the appropriate levels and types of coverages are
in place;

formal policy for assuming financial obligations of employees/ex-employees who
are/were on deputation from State Government, the sponsor body;

Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NGO) need to be enhanced in assessing NGOs/Peripheral units’ internal control and
compliance for purposes of achieving effective oversight instead of relying heavily on
information obtained through interviews; Operational and fiscal evaluations or reviews
presently not carried out should also be carried;.

oversight implications of non-compliance with -

statutory obligations by MSACS in relation to Income Tax (including TDS);

statutory obligations by sub-recipient NGOs (including lead NGOQ)/peripheral units
especially in relation to Income Tax (including TDS), Profession Tax and labour laws;
and

guidelines on financial and procurement systems for sub-recipient NGOs/CBOs
prescribed by NACO with consequential impact on project implementation by sub-
recipient NGOs/peripheral units, as the case may be;

monitoring activities and financial utilization for which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is comingling or overlapping of other
activities or there is funding received from other donor agencies;

accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports {FMRs) and other data with
financial results on timely basis due to, among other things, application software-related
prohlems;

compliance with statutory provisions of Income Tax law with respect to filing of annual
income tax return and with governing organizational law for charitable/non-profit
entities;

consistent and timely checks on monthly salaries to contractual staff before making
payment and periodical management review thereof;

detailed periodical analyses of material variations between actual and budgeted
expenditure

[n respect of most of the expenses which have been booked /accounted on the basis of
Utilisation Certificate’s received from the executing / spending units, we have relied
solely on the statement submitted authenticated by the site / unit implementing officer




and / or incharge. In the absence of the supporting {iocuments. which we understand
would be subject to audit at the unit, we are unable to comment on the genuineness /
reasonableness of the same.

that we consider to be significant deficiencies in the design or operation of the internal
control structure that, in our judgment, could adversely affect MSACS’ ability to record,
process, summarize and report financial data consistent with the assertions of the
management in the financial statements;

Our evaluation excluded internal controls related to IT environment and we are unable to
obtain reasonable assurance about the aspects of controls that may be relevant to MSACS'
internal controls in this environment as it relates to audit of the financial statements.

These defliciencies are likely to continue to exist until internal controls are strengthened, and
appropriate resources are dedicated to maintaining effective internal controls. In the interim,
the Society will need to place greater emphasis on monitoring the current risks and
vulnerabilities, along with the related compensating procedures, to determine whether these
risks are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
critical to maintaining the Society's credibility;

Generally accepted accounting principles and grant management requirements, specify the
grant management and control systems be documented and designed to detect errors and fraud
in the normal course of business. The lack of management and control procedures leaves MSACS

vulnerable to errors and fraud in grants and to the risk of incomplete reporting and compliance

with grant requirements.

2.

()]

The cost-sharing and/or cost-allocation in different programmes are done by MSACS
guided, among other things, by programme budgets and-relied upon by us;

Ralances due to or from parties including but not limited to Advances/deposits given
and Security Deposits received are subject to confirmation; there are old Credit and
debit balances including those relating to vendors, advances and deposits given
(including advances to employees) and unutilized grants funds from donor agencies that
need (o be, amang other things, comprehensively reviewed and analyzed for ageing, and
carry out appropriate adjustments on regular basis; their present status needs to be
ascertained as legacy issues will continue o impair the Society’s ability to report
financial information;

Advances have continued to be granted to sub-recipients being Peripheral Units
notwithstanding that the sub-recipient Peripheral Units have continued to be
irregular in submitting Statements of Expenditure/Utilization certificates in respect of
prior outstanding advances; MSACS needs to strengthen mechanism for timely
adjustment of advances in terms of letter no T.11025/28/2009-NACO of October 29,
2010 from NACO; in respect of such expenditure and advances, owing to inadequate
controls, systems, safeguards and monitoring over its use; it is not possibie for us to
ascertain whether the utilization is done or likely to be done in a proper manner;
Additionally, MSACS should also seek data of interest earned by peripheral units on
unspent funds before releasing further advances;

In the absence of any master record for the running Purchase / Work order, we are
unable to comment on the control for the same.
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6. in terms of Office Memorandum No. G 25012/4/2008/NACO from NACO referring to the
clarification vide DO No. Coord/10(1} 2010/NAC0/39576 of March 4, 2012 from
Central Provident Fund Commissioner, NACO and SACS are excluded from applicability
of Provident Fund law to contractual employees of NACO and SACS. However, this
exclusion does not extend to contractual staff employed by peripheral units, lead NGOs
and other NGOs. The resulting impact, if any, of the same is not presently ascertainable.

7. The management is responsible for complying with laws and regulations applicable to
the society. We performed tests of its compliance with certain provisions of laws and
regulation; we limited our tests of compliance to these provisions, and we did not test
compliance with all laws and regulations applicable to MSACS. Providing an opinion on
compliance with certain provision of laws and regulations was not an objective of our
audit and accordingly, we do not express such an opinion.

8. There is no IT/EDP systems audit nor review for security/application controls and we
have not performed any additional testing on financial or other data; also there are
inherent limitations in financial system software and our reliance on the data validated
by management/ others as part of the audit process; we did not rely on any other
systems other than to make selections for testing purposes.

9. We have not been able to review whether there is any Business Continuity Plan [BCP)
and Disaster recovery policy/ procedures (DRP)

10. We have attested these financial statements as Statutory Auditors subject to approval of
the same by the Executive Committee.

11. The Executive Committee and Governing Body of MSACS have to enhance their
functiona! effectiveness to comply with the laid down rules and regulations of MSACS
including but not limited to hold meetings regularly and maintain up ta date Minutes
Books as also in particular approve/ ratify deeds/actions which though may be in
accordance with the guidelines/directions of donor agencies but nevertheless may be
inconsistent with the rules and regulations of MSACS; we are unable to ascertain
precisely all such inconsistencies that may be existing and the impact, if any, on the
financial statements of MSACS;

12. in respect of Fixed Assets -

a) Having regard to the accounting treatment followed during the period of charging
certain capital expenditure as utilization of grant, inventory records for fixed assets
are to be updated and do not reconcile to the general ledger;

b) No provision has been made for depreciation and impairment, if any, of the assets.

¢) identification and subsequent physical verification of fixed assets and reconciliation
of discrepancies, if any, with up-dated records has not been done by the
management.

d) Inventory records need to be maintained and periodical physical verification be
carried out by persons other than custodians;

We understand that these requirements and other aspects such as depreciation, impairments,
adjustment of shortage / excess, if any, are being dealt at NACO level. In the circumstances, we
are unable to comment on the value of assets reflected in the financial staterments;




13.

a)

h)
c)

16.

17.

18.

19.

In respect of payments to employees -

service hook/recard of employees on deputation from Government were not available
to audit;

documents related to selection process of new appointees was not available to audit;and
there are several positions vacant affecting the discharge of effective procurement
functions and segregation of duties by employees in overall functioning of MSACS;

. MSACS' operating plans have been entirely reliant on external financial support with no

other plans for sustainable funding to ensure continuance of activities on self-supportive
hasis. In the event thal external financial support was to get delayed or discontinued,
there is uncertainty as to MSACS' ability to continue with the operating plans and
activities. These financial statements are prepared on the assumption that sufficient
financing will continue to be provided to MSACS to enable it to continue with its plans
and activities.

_These financial statements are prepared by MSACS management generally in accordance

with financial guidelines prescribed by National AIDS Control Organization {NACQ) and
do not strictly comply with the requirements of accounting standards prescribed by the
institute of Chartered Accountants to the extent applicable and in the manner required.
The effects on the financial statements of the variances between accounting practices
adopted and accounting standards, although not reasonably determinable, are
presumed to be material.

The audit is performed on the basis on information/data furnished or made available to
audit and is not responsible for misinformation and/or non-submission of
information/data.

We did not audit management’s comments, where provided, and accordingly, we
express no opinion on additional inputs provided therein by management on them.

Significant Accounting Policies are not disclosed as required under AS-1;

As regards the matters referred to above in paragraphS 01 to 18 above read with our
other observations as attached and -

owing to the limitations explained therein; and/or

our inability to comment on the eventual outcome; and/er

in the absence of an adequate system, which we could rely on, and consequently our
inability to perform satisfactory audit procedures; and/or

such adjustments {not presently ascertainable) as might have beep found to be
necessary had we heen able to satisfy ourselves as to the matters referred therein;

the financial results of MSACS as of and for the period endéd March 31, 2014 may vary in
step with the final determination/resolution of the issues involved. We are unable to
express an opinion on such matters and the consequential effect, if any, on the financial
statements of MSACS,




Partner
M No. 065025

Mumbai, July 30, 2014

Opinion Paragraph

In our spinion, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may be necessary (presently not ascertainable), give a true

al position of Maharashtra
State AIDS Control Society for the period ended March 31, 2014, in accordance with consistency

and fair view of the Sources and Application of Funds and the financi

applied accounting standards. These statements have been subjected to auditing procedures

applied in the audit of special purpose financial statements and in our opinion and to the best of

vur infarmation and according to the information and explanations given to us, is fairly stated in

all material respects in relation to the speci'lal purpose financial statements taken as a whol‘ie
read with our report and other observations thereon. '

The information in the Utilisation Certificate-is not a required part of the financial statements,
but is supplementary information. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of this information. However, we did not audit this information and according]y,‘-‘
we Cxpruss no opinion of it. ;

J
We lurther report that subject to the aforesaid-observations -

a) All funds sent by GOI/ State Society as grant-in-aid have been used in accordance with'
the conditions as laid down in the Project Implementation Plan and World Bank “

apreements as well as the GFATM agreement and only for the purposes for which the
funds were provided;

All funds have been used in accordance with the relevant financing agreements, with

due attention to economy and efficiency, and only for the purposes for which they were
provided;

per the procurement manual of the program;

All the goods procured and issues are supported by valid receipt and issué documents

and are recorded in the stock/ inventory registers and the closing balances worked out
correctly; and

¢)

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

This report, read along with observation annexed thereto, is intended solely for the information
and use of the World Bank, DFID and National AIDS Control Organisation of the Government of
India as funding agencies of the National AIDS Control Program - Phase 11l and for submission

to these funding agencies and should not be used by anyone other than these specified parties
for any other purpose.

To be read along with other observation annexed.

For MKPS & Associates
Chartered Accountants

Firm's Regn No. 302014E

A Narendra Khandal

All expenditure, including procurement of goods and services have been carried out as |



Y F‘C O Maharashtra SACS - GLOBAL FUND VII
4 \ - Ackworth Complex R.A Kidwai Marg Wadala (West), Mumbai - 40003 1

National AIDS Control Project - Phase 1
Utilisation Certificate
Certified that an amount of Rs. 39,168,000.00 received as grants-in-aid received from
Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below
and opening Cash/Bank Balance Rs. 13,103,107.00 (and Current Liabilities of Rs.0.00)and
outstanding Advances for Rs. 15,820,341.150n account of unspent balance brought forward from
the previous financial year, and Bank Interest and Miscellaneous Receipts of Rs. 762,894.50, a
sum of Rs. §9,541,733.15 has been utilized for the purpose for which it was sanctioned and the
Cash/Bank balance of Rs. 696,599.50 (and Current Liabilities of Rs. 0.00)and outstanding
advances of Rs.8,616,010.00. remaining unutilized at the end of the year will be adjusted towards

the grants-in-aid payable during the next year .

S1. No. Sanction letter Number and Date ' Amount

1) M.18017/05/2013-NACO (GFATM RD VII)} Dt.03/07/2013 20,943,000.00

2) M.18017/05/2013-NACO (GFATM RD VII) D1.27/09/2013 18,225,000.00

Total 39,168,000.00

2. Certified that I have satisfied myself that the conditions on which the grants-in-aid was

sanctioned have been duly fulfilled/are being fulfilled and that I have exercised the

following checks to see that the money was actually utilized for the purpose for which it
. was sanctioned.

Kinds of checks exercised
1. Staternent of Expenditures R

2. Annual Financial Statements S o
4 po ot TV g
: o | Ot .w,\mﬂ
i . 115 B
Countersigned @ ;;ﬁ‘:,; gu“‘:if&“ﬂg::“d i
ety T
(Chartered Accountant) roject 11 irector)

Maharashtrz State AIDS;
Control Society, Mumbaj,

2z)orfty



[P I A S R CL U T ST O R A

W A tLUUIE UMY

~ Bank GF-RD7 13,103,107.00
Advance to Others 10,964,407.15
Advance to NGOs 4,855,934.00
28,923,448.15
39,168,000.00
39,1‘8,000.00

oz |
IEC 4,015,252.00
Operational Expenses 439,475.00
Training 486,477.00
Salary 42,071,040.00
Equipment Maintenance 157,507.00
Building Maintenance 83,710.00
Travelling Expenses 8,863,849.15
Rent, Rates & Taxes 904,250.00
Telephone/Communication Expenses 509,044,00
Bank Charges 259.00
Miscellaneous Expenses 6,792.00
Printing & Stationery 424.023.00
Monitoring & Evaluation (SIMS) 479,806.00
Water and Electricity Charges 102,290.00
Postage/Couricr 24,766.00
Red Ribbon Clubs/Youth Friendly Clubs 109,399.00
PLHA Expenscs 100,185.00
Meeting Expenses 344 384.00
Furniture , Fixtures & Supplies 261,025.00
Equipment (Other) 158,200.00
59,541,733.15

Pty iene Menmmsi — 1 ) |
Other Receipts 96,013.50
Interest from Bank 666,881.00
762,894.50

G!osi;ag 75iﬁﬁ§§,gﬁﬁet*(3_urrentﬁ\s§e 8 R m
‘Bank GF-RD7 696,59I9.50
Advance to Others 1,225,007.00
Advance to NGOs 7.370,903.00
Advance to Staff 20,100.00

9,312,609.50
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Maharashtra SACS - New DBS & TI Pool Fund for NACPIV

Nf\CO Ackworth Complex R.A. Kidwai Marg Wadela (West}, Mumbai - 400031 CQMb‘[n Cd UQ

Nationai AIDS Control Project - Phase 111

Utilisation Certificate
Certified that an amount of Rs. 333,099,340.00 received as grants-in-aid received from

Department of AIDS Control (NACO) during the Fin.Year 2013-14 vide letter No. given below

and opening <Cash/Bank Balance Rs. 90,069,317.10' (and Current Liabilities of
Rs.3,814,064.84)and outstanding Advances for Rs. 103,508,248.7%n account of unspeht balance
brought forward from the previous financial year, and Bank Interest and Miscellaneous Receipts
of Rs. 9,109,705.00. a sum of Rs. 372,158,369.51 has been utilized for the purpose for which it
was sanctioned and the Cash/Bank balance of Rs. 11,653,373.59 (and Current Liabilities of Rs.
4,153,185.84)and outstanding advances of Rs.152,313,988.79. remaining unutilized at the end of
the year will be adjusted towards the grants-in-aid payable during the next year .

. S1. Ne. Sanction letter Number and Date | Ambunt
1 Recovery/Deduction of Grants Dt.08/05/2013 607,340.00
2) No.T-11017/01A/2013-NACO (F) Dt.02/07/2013 278,922.000.00
3) PFT-11017/01A/2013-NACO (F) Dt.28/09/2013 | 53,570,000.00
Total - 333,099,340.00

2 Certified that I have satisfied myself that the conditions on which the grants-in-aid was
sanctioned have been duly fulfilled/are being fulfilled and that I have exercised the

following checks to see that the money was actually utilized for the purpose for which it
was sanctioned.

Kinds of checks exercised
1. Statement of Expenditures
2. Annual Financial Statements

Countersigned

%M

Project Director
(Chartered Accountant) Maha(PchGt DtrectomDS,

Control Socicty, Mumbati.

Joint DirdetneFTiance)

Maharashtra State AIDS:
Control Society, Mumbai
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