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REPORT OF STATUTORY AUDITORS

'Ic
The Project ll rector,
Maliarashtra State AIDS Control Society,

Mtimbai 400031

Introductory Paragraph

We have attditetl the accompanying financial statements of Maharashtra State AIDS Control

Sorrety under the National AIDS Control Project - Phase III (financed under World Bank Credit

inch 1)1: 11) grant collectively referred to as New DI3S Fund") as of March 31, 2014. These
matinal statements comprise of the Balance SliëFas on March 31, 2013; Statement of Income

& lx 1 eatliture 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
lieparatiori 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

Stand an d

Maliarashtra 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

mconfority with the standards prescribed by the ]CAI 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

amuil N spent b y Units of society as well as its employees against advance / imprest given to

thenii	 for as and when the respective utilization 	 statement of expenditure are

nc e

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 audit to
obtain reasonahle assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts,
riview 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
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 Orror which are material to the
financial statenlienits as a whole. However, audit procedures that are effective for detecting a

Ili rsstatetiient 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 out . audit so as to obtain all the information and explanations which

WC 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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wk	 Bases for opinion

We report that -

MSACS'l'rcrstees /nianagement is/are responsible for establishing and maintaining an
internal control structure. In fulfilling this responsibility, estimates and judgment by
niariagr'rrierit 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

inhrnie(i 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 detai], accurately and fairly reflect the
transact ions and dispositions of the assets of MSACS;

h) to provide management with reasonable, but not absolute assurance that transactions
(including receipts and expenditures) are executed in accordance with management's

il tit horizaton and recorded properly as necessary to permit the preparation of the
financial statements in accordance with generally accepted accounting principles; and

c) or provide reasonable assurance regarding prevention or timely detection of
crriatrthorizecl acquisition, use or disposition of the MSACS' assets that could have a

riraterial effecr on the financial statements.

Because of inherent Ii ni itations 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. 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:

iced 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;
formalizing arrangements in respect of grants provided to sub-recipient peripheral units
to ensure accountability over sub-recipient peripheral units;
accotmnting for cost-sharing and cost-allocation to different programmes with a need to

formalize the system;
need to improve data collection form, reporting by and oversight of DAPCUs, the

districl:-level nodal units;
timely submission of Statements of expend iture/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

ultimatel y their timely adjustment in the financial record of MSACS as grant

expend it u me;

a)

Ii)

(: )

ci)

e)
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1) records for Fixed assets (including but not limited to obsolete/discarded assets) at

MSAC5,sub- recipient NGOs and peripheral units;
g) records for Testing Kits at MSACS and sub-recipient peripheral units

fl in the absence of any internal audit being conducted at MSACS as well as at the lead NGO
level and periphera units level or the perio , we are una e o comment on t e

TflZti'cness5tle5ysteThrnrthe 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;

i) vacancies in sanctioned staff positions not filled also resulting in inadequate control

)	
TrormaPrOcess to change to accrual

systrin 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;

1() 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
tih-i-e(ipient NGOs and recoveries from sub-recipient NGO5 including but not limited to

assets and other materials given to sub- recipient NGOs;
I) 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;
in) suitable insurance coverage to ensure the appropriate levels and types of coverages are

in Place:
ii) formal policy for assuming financial obligations of employees/ex-employees who

arc/were on deputation From State Government, the sponsor body;

o) Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NCO) need to he 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;.

p) oversight implications of non-compliance with -

-	 statutory obligations by MSACS in relation to Income Tax (including 'IDS on payments to

Folk troupes for Il:c and Event Manager for training events);

-	 statutory obligations hy sub-recipient NGOs (including lead NGO)/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/CROs

prescribed by NACO with consequential impact on project implementation by sub-

recipient NGOs/peripheral units, as the case maybe;

q) monitoring activities and financial utilization [or which grants are awarded by MSACS to
sub-recipient NGOs/peripheral units where there is comingling or over apping of other

activities or there is funding received from other donor agencies;

r) accounting discrepancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMR5) and other data with
financial results on timely basis due to, among other things, application software-related

prO 1)1 Cl us;
s) compliance with statutory provisions of Income Tax law with respect to filing of annual

income taxreturn and with governing organizational law for charitable/non-profit

entities;
t) consistent and timely checks on monthly salaries to contractual staff before making

pa'nwnt and periodical management review thereof;

u) detailed periodical analyses of material variations between actual and budgeted

e x p • ii dii u i-c
v) In -espect 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



.4 solely on the statement submitted authenticated by the site / unit implementing officer
and / or incharge. In the absence of the supporting documents, which we understand
would he 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
strurttlre that, in our judgment, could adversely affect MSACS' ability to record, process,
sun) niarize and report financial data consistent with the assertions of the management in the

firiaricI ' ll stat cmciits;

(hi r 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'

I ritc'rnal corit mIs in this environment as it relates to audit of the financial statements.

lliesc 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 Sot iety will iced to place greater emphasis on monitoring the current risks and
vulnerabilities, along with the related compensating procedures, to determine whether these
risks aie. heing adequately mitigated on an ongoing basis. Successfully addressing these issues is

rritical to maintaining the Society's credibility;

Generally acrepted 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 grain requirements.

2. Ihe 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 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 to he, among other things, comprehensively reviewed and analyzed for ageing, and
carry out appropriate adjustments on regular basis; their present status needs to he
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
irregular in submitting Statements of Expenditure/Utilization certificates in respect of
prior outstanding advances, MSACS needs to strengthen mechanism for timely

adltistrne r i t of advances in terms of letter no 1'.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 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

u nspent lund s before releasing further advances;

S. In the absence of any master record for the running Purchase / Work order, we are

unable to coninient on the control for the same.

Pc•1

ASS
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6. In terms o101fice 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
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.

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/FOP 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
lw inrnagenient/ others as part of the audit process; we did not rely on any other

Systems other than to make seiectlons for testing purposes.

U. 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 Aud itors subject to approval of

the same by the Executive Committee.

ii. The Executive Committee and Governing Body of MSAGS 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 iii particular approve/ ratify deeds/actions which though may be in
accordance with the guidelines/directions of donor agencies but nevertheless may he
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. 1 1 respect of Fixed Assets -

a) Having regard to the accounting treatment followed during the period of charging

5	 recta ii capital 	 expenditure as utilization of grant, i nven tory records for fixed assets

are to be updated and do not reconcile to the general ledger;
Ii) 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 tip-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 financialstatements;

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

to and it;

S



h) documents related to selection process of new appointees was not available to audit;and
c) there are several positions vacant affecting the dicharge 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
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 he provided to MSACS to enable it to continue with its plans

and activities.

IS. 'I'lnesc financial statements are prepared by MSACS management generally in accordance
with financial guidelines prescribed by National AIDS Control Organization (NACO) and

(It) not strictly compl y with the requirements of accounting standards prescribed by the
I nisr it ni c of Chartered Accountants to the extent applicable and in the manner required.
T110 eliects on the financial statements of the variances between accounting practices
;ndooied and accounting standards, although not reasonably determinable, are

presumedni ccl to be material.

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

i niforma tion/d ata.

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

III. Significant Accounting Policies are not disclosed as required underAS-1;

19. Many advance balances are appearing as such since long and balances of certail\\
- - ntsersns'EöWiiig a debit balance which needs to be reconciled / adjusted.

20. As -egards 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

•	

- iii 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 been found to be

I	 necessary had we been able to satisfy ourselves as to thematters 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

M SACs.

Opinion Paragraph

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



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 informar ion ill the Iltil isation Certificate is not a required part Of the financial statements,

I)LIL 
is sii1iplemciit0ry i nforination. We have applied certain limited procedures; which consisted

irin(ipzrlly of inquiries of management regarding the methods of measurement and
pr-eserltati()il of this information. However, we did not audit this information and accordingly,

we express RI) (1l 0 iOfl of ii.

We further report that subject to the aforesaid observations -
a) All funds sent by GOl/ 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
agreerilents as well as the GFATN1 agreement and only for the purposes for which the

Rinds were provided:
h) All funds have been used in accordance with the relevant financing agreements, with

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

•	 provided:
C) All expenditure, including procurement of goods and services have been carried out as

Vier the 111-0cL1 remen t manual of the program;
( 1) 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
V) The expenditures reported as per the quarterly FMR also are in agreement with the

i,rclrtecl expenditure / hooks of accounts and variances are documented

This report, read along with the observations 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 III and
for suhruission to these funding agencies and should not be used by anyone other than these

specified parties for any other purpose.

To he read along with other observation annexed.

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

Narendra Khandal
rtner

M No. 065025

Mumhai, July 30, 2014

It



Maharashtra SACS - NEW DBS FOR NACPIV
co

Ackworth Complex R.A.Kidwai Marg Wadala (West), Murnbai -400031

National AIDS Control Project - Phase III

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 -

• 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

Chartered Accountant)	

If

K-t

Project Dire
MahaQ?Je9t
Control $. lt(y Mumbal.
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I,	

Imprest Account
	

4,761.00

NEW DBS Bank Code
	

90,064,556.10

Advance to Others
	

1,841, 960.00

Advance to NGOs
	

25,806,323.00

Advance to Staff
	

33,700.00

Advance to Autonomous Bodies
	

34,151,099,50

Advance to District Authorities
	

18,160,581.50

NACPIII Advance to Others
	

5428,675.00

NACPIII Advance to NGOs
	

23 14,708.50

NACPIII Advance to Staff
	

136,294.00

NACPII I Advance to Autonomous Bodies
	

4,679,841.29

NACPIIT Advance to District Authorities
	

5,955,066.00

Inter Unit Fund Transfer
	

5,000,000.00

193,577,565.89

Security I Earnest Deposit (Received)
	

469,078.00

TDS (Others)
	

152,613.00

NACPIH Security I Earnest Deposit (Received)
	

1,7179,565.09

NACPIII Oilier Recoveries 	 ..55375QØ

NACPITI Funds from Other Sources
	

1,668,183.75

3,814,064.84

Grant from NACO to SACS
	

332,492,000,00

Recovery/Deduction of Grants 	 -5,606,660.00

326,885,340.00

mc

NGO Services

Consultants and Consultancy Services

Operational Expenses

Training

Salary

Equipment Maintenance

Building Maintenance

Vehicle Maintenance

Travelling Expenses

Rent, Rates & Taxes

TelephoncfCommunication Expenses

Miscellaneous Expenses

Printing & Stationery

Leave Salary & Pension Contributions

Advertisement (Other than IEC)

37,725,987.00

3,867,158.00

I ,9'70,492.00

1,672,624.00

9,680,301.50

61,62 2,478. 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



VV MCI (flitS I.iCUi¼ity tAMLCS
	 L,J I i,ti't.uii

	 jI0
I,
	 Audit Fees
	

569,103.00

NGO Services for Priority Interventions
	

177,255,798.00

Surveillance
	

4,579,276.00

Postage/Courier
	

41,519.00

Quality Assessment
	

415,216.00

Oilier Administration Cost
	

3,208,708.49

Contractual Services - Companies
	

6,753,949.00

Campaigns
	

16,422,228.00

Contigency
	

6,314,882.20

Consumable Items
	

11,309,029.00

Vehicles
	

136,500.00

Office Equipment
	

37,511.00

364,562,705.51

Other Receipts
	

171 1,537.00

Interest from Bank
	

7,398,168.00

9,109,705.00

Security / Earnest Deposit (Received)
	

883,342.00

TDS (Others)
	

63,478.00

NACPJII Security / Earnest Deposit (Received)
	

1,779,565.09

NACPIH Other Recoveries 	 -255,375.00

NACPIIT Funds from Other Sources	 1,668,183.75

4,139,193.84

Jmprcst Account
	

4,246.00

NEW DBS Bank Code
	

11,520,310.59

Advance to Others
	

544,256.00

Advance to NOOs
	

22,341,239.00

Advance to Staff
	

23,062.00

Advance to Autonomous Bodies
	

55,566,117.00

Advance to District Authorities 	 17,038,963.00

NACPIII Advance to Others 	 5,156,341.00

NACPIH Advance to NGOs
	

2,314,708,50

NACPIII Advance to Staff
	

136,294.00

NACPIII Advance to Autonomous Bodies
	

4,084,311.29

NACPIII Advance to District Authorities
	

5,605,180.00

Inter Unit Fund Transfer
	

41,000,000.00

165,335,03438
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REPORT OF STATUTORY AUDITORS

ct D!cctor.
1 .i rr,e,. i. r SorteAlDS Cnrrtroi Society,
.t,Irlb't ':t; o:

Piu(t'.)ry Paragraph

I red 1110 arcompa lying financial statements of Maharashtra State AIDS Control
trirde; the National AIDS Control Project - Phase Ill (financed under World Bank Credit

rod DM1) jy-atrt collectively referred to as TI Pool Funds) as of March 31, 2014. These financial
r'rrnts crirriprise of the Balance Sheet as on March '31, 2014; Statement of Income &

kx'it,,e,:t,tc arid iecc;pt & Payment Account for the year front 1, 2013 to March 31, 2014.
hi . nraaaremerrt II Maharashtra State AIDS Control Society is responsible for the preparation

iii 1 11 C R.cOolpan )'ing financial statements in accordance with applicable law and accounting
staridaros. Our responsibility is to express an opinion on these financial statements audited in
;rc:lildanif , w'.tfi relevant Indian  legal and regulatory requirements and auditing standards.

M:rhar:shrra Slate AIDS Control Society (referred to as "MSACS' or "the Society" for brevity's
na riact:iient 5 pol i cy is to prepare the accompanying statements on cash basis in

:rHrr:rntv ',!Ii 11&r sraruhrrtls prescribed by the 1CM for Cash Accounting. On this basis, cash
retogrrrzed when received and cash expenditures are recognized when paid rather

(hall \Vlieil irictrrrcrl.

Scope Paragraph

We conducted our audit in accordance with Standards on Auditing issued by the Institute of
Clrariererl Accountants of India. Those Standards require ilia( we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
nrisstatcrl)erlt. 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
.rssessi rig I Ire account i rig principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.

As par: of audit risk assessment we designed audit procedures so as to have a reasonable
exIncratiort ol detecting misstatement arising from fraud or error which are material to the
lrrarrcial st;ttenierits as a whole. However, audit procedures that are effective for detecting a
nr,sstaremnerit that is unintentional may not he effective for a misstatement that is intentional
aol is rnnrra.Ied particularly through forgery, collusion or management override of control
svsnernrs. hr rrrmrig our otliriron, we also evaluated the overall adequacy of the presentation of
rilnrniaUori in the financial statements.

We pai ned and prolormed our audit so as to obtain all the information and explanations which
W! , : rrnsrdcred necessary in order to provide us with sufficient evidence to give reasonable
rssrrrrnce that the financial statements are free from material misstatement. We believe that
our audit provides a reasonable basis for out , opinion.



Bases for opinion

VVv tepi iii that -

MSACS'Fr usiecs/managenierit is/are responsible for establishing and maintaining an
i iueiri;rl &iiii ti-cl strucru re 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 nmintain records that, in reasonable detail, accurately and fairly reflect the
rarrsact ions and dispositions of the assets of MSACS;

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

ID t*J in provide reasonable assurance regarding prevention or timely detection of
onatithorizeti acquisition, use or disposition of the M$ACS' assets that could have a
inateria I effect on the financial statements.

Recause of inherent limitations in any internal control structure, errors, irregularities or
misstatements ma y nevertheless occur and not he detected. Also, the projection of any
cvaltraliorr of effectiveness of the structure or conclusions, based on our finding, to future
periods is subject 10 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 iss:ues identified in its financial
Inanlagenierit processes and systems. Our 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 Oil financial statements disclosed continuing weaknesses in the

(lesqyi or OlWrillmll or the internal control structure for:

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

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

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

(1) need to improve data collection form, reporting by and oversight of DAPCU5, the
district- level nodal units;

C) timely strhniission of Statements of expenditure/UtiUzaUon 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
cx p en clit it;



aI

F) ie(oi-ds for Fixed assets (including but not limited to obsolete/discarded assets) at
MSACS, suh- recipient NGOs and peripheral units;

g) records for Testing Kits at MSACS and sub-recipient peripheral units
Ii) 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;

i) 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
i iiaitcial Control; in the current accounting system, there are inherent limitations and
constraints on the detailed review of current assets, advances and current liabilities;

k) Management has to design an internal control system and establish procedures for
drab ig wall discontinuance of grants to and/or termination of tie up arrangements with
sib-recipient NGOs and recoveries from sub-recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;
robust h nancial plans linked with operational plans need to be in place, and ensure that
such 111,111S are being delivered for ensuring value for money;

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

n) tornial policy for assuming financial obligations of employees/ex-employees who
are/wer(.' on deputation from State Government, the sponsor body;

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

p) oversight implications of non-compliance with -
- statutory obligations by Iv1SACS in relation to Income Tax (including TDS on payments to

Folk troupes for Ill and Event Manager for training events);
- statutory obligations by sub-recipient NGOs (including lead NGO)/peripheral units

esliecitly in I elation to Income Tax (including TDS), Profession Tax and labour laws;
and

- gtndelines on financial and procurement systems for sub-recipient NGOs/CBO5
prescribed by NACO with consequential impact on project implementation by sub-
rccipnt NGOs/peripheral units, as the case may be;

() monitoring activities and financial utilization for which grants are awarded by MSACS to
sub-recipient NGO5/peripheral units where there is corningling 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

s) 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;

t) consistent and timely checks on monthly salaries to contractual staff before making
payment and period cal management review thereof;

n) detailed periodical analyses of material variations between actual and budgeted
expenditure and impact of adjustment of old advances (in certain cases going back to FY
20(113-09) during the period

v) In -espect of most of the expenses which have been booked /accounted on the basis of
litihisation Certificate's received from the executing / spending units, we have relied
solely on the statement submitted authenticated by the site / unit implementing officer
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arid / or incharge. In the absence of the supporting documents, which we understand
votikI be subject to audit at the unit, we are unable to comment on the genuineness
reasonableness of the same.

that we consider to he significant deficiencies in the design or operation of the internal control
structure that. iii our judgment, could adversely affect MSACS' ability to record, process,
struiiiiaiize and report financial data consistent with the assertions or: the management in the
t,ir,irrtial 51 :iieinenls;

Our ev.iltiation excluded internal controls related to IT environment and we are unable to
uhi.0 ii asi'riIil 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 deficiencies are likely to continue to exist until internal controls are strengthened, and
.rpprc)priate resou ices are dedicated to maintaining effective internal controls. In the interim,
the Society will need to place greater emphasis on monitoring the current risks and
vtilnerabilities, along with the related compensating procedures, to determine whether these
ridcs are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
tirucal to maintaining the Society's credibility;

a	 Generally accepted accounting principles and grant management requirements, specify the
W giant management arid 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
vtilrierable to errors arid fraud in grants and to the risk of incomplete reporting and compliance
with gra it reqt.0 rements.

2 Ihe cost -sharing and/or cost-allocation in different programmes are done by MSACS
gtiided, 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
arid 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 to he, 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;

1. 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-NACQ of October 29,
2011) linin 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
comment on the existing contracts, if any, remaining to be executed.
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6 lii 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
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 NCOs. The resulting impact, if any, of the same is not presently ascertainable.

The management is responsible for complying with laws and regulations applicable to
tIlt' 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
tonipliance 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

and accnrtlirtgly, we do not express such an opinion.

'F here is no l'l7EDl systems audit nor review for security/application controls and we
Iiavt' not pei' Fit med an y additional testing on financial or other data; also there are
i rrliei'tnt mi I tat ions in [mancial system software and our reliance on the data validated
by niariagerneri t/ others as part of the atid it process; we did not rely on any other
Systems other than to make selections for testing purposes.

Q. We have not been able to review whether there is any Business Continuity Plan (BCP)
;in(!  Disaster recovery policy/ procedures (DRP)

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

IL 'I Ill Executive Committee and Governing Body of MSACS have to enhance their
fnrirtmunal effectiveness to comply with the laid down rules and regulations of MSACS
including hut 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
ac(ordance 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 he existing and the impact, if any, on the
htitrtcial statements of MSACS;

l 2 In respect of Fixed Assets -
a) in the past, MSACS incurred expenditure on civil works by construction /extension of

building structures at various locations reflected as "Fixed asset" in the financial
statements; in the absence of documents establishing title or any other formal
arrangement transferring title in favour of MSACS, we are unable to comment on the
carrying vaitte of such assets in the financial statements;

h) Having regard to the accounting treatment consistently followed during the year
and in earlier year's 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;

c) to the extent identified during audit ) certain fixed assets are not in working
condition; however, no provision has been made for this as required under
accounting standards - we have relied on management's representations pertaining
to Fixed Assets anti effect to he given for impairment in assets, if any;

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

111  nage Ill erit.
e) Inventory records need to he maintained and periodical physical verification be

carried ottt by persons other thati custodians;

a
A

(?frRN WD 
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We understand that 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 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

to audit;

h) documents related to selection process of new appointees was not available to audit;and
c) 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
other plans for sustainable funding to ensure continuance of activities on self-supportive
basis. fit event that external financial suppOrt was to get delayed or discdntinued,
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.

0	 15. These financial statements are prepared by MSACS management generally in accordance
I 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.

16. 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
n formation/data.

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

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

19. Many advance balances are appearing as such since long, and balances of certain
reserves is showing a debit balance which needs to he reconciled./ adjusted.

20. 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 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 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 Mr the year ended Mardi 31, 2014 may vary in step
with the Final determination/resolution of the issues involved. We are unable to express an

FRW 302914E



tipitilitli on Stitli iidtiei5 and the consequential effect, if any, on the financial statements of

MSALS

Opinion Paragraph

III out- non, he financial statements, subject to the foregoing observations with such
stibseqitent 3d1us1111ents 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 Societ y for the year ended March 31, 2014, in accordance with consistency applied
itCotitit iii sin iWirds.

lii icltiition, subject to the foregoing observations (a) the financial statements have been
pieoared with respect to Interim Financial Reporting Statements (IFRS), (b) which expenditures
in eligible for financing tinder the Credit/Grant Agreement (c) procurement of goods and
services has been carried out as per the procurement manual issued by NACO, GOl and
NCO/( R() gtitl('lit'

Wi' lintli( . r report that subject to the aforesaid observations -
a) All funds sent b y (;Of/ 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
'

	

	 igreenienIs as well as the GFATM agreement and only for the purposes for which the
Itintls were providerl

h) All Rinds have been used in accordance with the relevant financing agreements, with
at ten ton to economy and efficiency, and only for the purposes for which they were

provided;
c) All expenditure, including procurement of goods and services have been carried out as

per the procurement manual of the program;	 -
(l) 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;a and

'the expenditures reported as per the quarterly FMR also are in agreement with the
audited expentiiture . / books of accounts and variances are docpmented

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 tin the position of the fund is not ascertainable as on the date of audit.

TI is report is 011011ded solely or the information and use of the World, Bank, DFI D and National
AIDS Control Organisation of the Government of India as funding agencies of the National AIDS
(:nni'-ol li-ograiii - Phase Ill and for submission to these funding agencies and should not be
used b y an yone other than these specified parties for any other purpose.

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

NÔ4 21

(—'t)4'arendra I{handal
)Yartner

M No. 065025

Mumhai, july 30, 2014



Maharashtra SACS - TI POOL FUND

Ackworlh complex R.A.Kidwai Mug Wadala (West), Mwnbai . 400031

National AIDS Control Project - Phase III

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. 0.00on 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/Bath balance of Rs.

128,817.00 (and Current Liabilities of Rs. 13,992.00)and outstanding advances of

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

grants-in-aid payable during the next year.

2.Certified that J 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.

Projeet'bictor

Control Society, Mumbal,

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

Ac frtn j)c4c

Countersigned

(Chartered Accountant) `H I"



ouuittrurpUHu	 -	 -	 .muunt9n3rJ	 II
Recovery/Deduction of Grants

	 6,214,000.00

6,214,000.00

01 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 Services 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

urntjIiJiiies 
TDS (Others)	 13,992.00

13,992.00

ClUsin—gli-515—ce 	—

TIPF-Bank	 128,817,00

Advance to NGOs	 13,503,511.00

Inter Unit Fund Transfer	 -15,000,000.00

-1,3474672.00
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REPORT OF STATUTORY AUDITORS

Ii):

tic' Project Dicer or.
Mahkrrsshtra State AIDS Control Society,
Mianibai 400 031

n trod Oct ory Paragraph

We 11-wo nd red the accompanying financial statements of Maharashtra State AIDS Control
Sochiyuri.der the National AIDS Control Project - Phase Ill financed under GFATM Railing
t.nrltruuaLIori Channel Round 2 for brevity's sake referred to as "RCC Round 2" as of March 31,
2011, 'these financial statements comprise of the Balance Shed àE'n March 31, 2014;
S:aretner'a (Ii !.)come & 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
resporsihie for the preparation of the accompanying financial statements in accordance with
apohcatle iiiw and accounting standards. Our responsibility is to express an Opinion on these
fija.ncal statements a udited in accordance with relevant Indian legal and regulatory
r'e'rr rr'racnts and auditing standards:

Maharashtra Scale AiDS Control Society (referred to as "MSACS" or the Society" for brevity's
sake) nianagernent's policy is to prepare the accompanying statements on cash basis in
contor'rrirtv with the standards prescribed by the [CAI for Cash Accnbrrtiog. On this basis, cash
receipts are recogazed when received and cash expenditures are recognized when paid rather
chair when rice ri-cd '[he same system is adopted in respect of amount of grants / funds spent
by he NCC) / periphery and other units as well as for accounting of office expenses. Hence, the

spOrfl cr y rues of society as well as its employees against advance / inprest given to
hem is accounted for as and when the respective utilization / statement of expenditure are

re( ec\'c'ci,

Scope Paragraph

We curidut:iecl 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 to

• obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a lest basis, evidence supporting the amounts,
rev i ew of internal controls and disclosures in the financial statemenL An audit also includes
assessing the accouritng principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.

As pm-i of audit risk assessment we designed audit procedures so as to have a reasonable
expectdlrorr of detecting rrlisstatement arising fromfraud or error which are material to the
financial slalenients as a- whole. However, audit procedures that are effective for detecting a
ucimiutemrierrt that rsurunrc'ntional ma y not he effective for a misstatement that is intentional
and is concealed paricuiariy through forgery, collusion or management override of control
sys:erlis. Ii: forming our Opinion, we also evaluated the overall adequacy of tire presentation of
;nfl)mflatinri 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

7/



Isslirance that the financial statements are free from material misstatement. We believe that
OH; audit provides a reasonable basis forour opinion, a

Bases for opinion

We report that -

• MSAC.S Trtistees/nianagenieru is/are responsible for establishing and maintaining an
internal control structui-e. In fulfilling this responsibility, estimates and judgment by
:iiaiiagement are required to assess the excted 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
oilier things, are:

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

h) 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

c) to provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the MSACS' assets that could have a
ma terial 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 existence.

MSACS continued its focused efforts to resolve long-term issues identified in its financial
nianageinent processes and systems. Our evaluation of the prevailing internal control

• siructure 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 i n the design or operation of the internal control structure for:

J) OCNA to str('ngi lien p rocedures for effective grant management with a central approach
mr accounting, management, and training for grant compliance to reduce the risks of
In ' snlanagement in grant funding;

h) (ornializinp arrangements in respect of grants provided to sub-recipient peripheral units
to ensure accountability over sub-recipient peripheral units;

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

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

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



Lillilliately their timel y adjustment in the financial record of MSACS as grant
expend lure;

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
al'scnce of any internal audit being conducted at MSACS as well as at the lead NGO level
anu peripheral units level for the period, we are unable to comment on the effectiveness
of I he 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 sanic are awaited;

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

Maiiageinent 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 stib-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 a-c being delivered for ensuring value for money;

suitable insurance coverage to ensure the appropriate levels and types of coverages are
iii place,

hirmal pohcy for assuming financial obligations of employees/ex-employees who
ire/were on deputation from Stale Government, the sponsor body;
Operational and fiscal evaluations or reviews of sub-recipient NGOs (including lead
NGO) need to he 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 lax (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-
-eripieni NGO5/peripheral units, as the case may he;
moilitoring activities and financial utilization for which grants are awarded by MSACS to
sub- recipient NGOs/periphei-al units where there is conlingling orover apping of other
activities or there is funding received from other donor agencies;

arcou nting disci-epancies, inappropriate accounting heads used and non-reconciliation
of system- generated Financial Management Reports (FMRs) and other data with
financial re s

ults on timely basis due to, among other things, application software-related
problems;

couipliance with statutory provisions of Income Tax lawwith 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
payment and periodical management review thereof;
detailed periodical analyses of material variations between
expenditure
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C) 111 !(.S)eCt of most of the expenses which have been hooked /accounted on the basis of
t;thsation Cei-tificate's received from the executing / spending units, we have relied
coitly on the statement submitted authenticated by the site / unit implementing officer
and / or incharge. In the absence of the supporting documents, which we understand
would he subject to audit at the unit, we are unable to comment on the genuineness
reasonableness of the same.

that we consider to he significant deficiencies in the design or operation of the internal
(011(101 structure that, in our judgment, could adversely affect MSACS' ability to record,
process, summarize and report financial data consistent with the assertions of the
nia nageiiient iii the financial statements;

Our evaluation excluded internal controls related to IT environment and we are unable to
obiaw 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 deliciencies at -c likely to continue to exist tintil internal controls are strengthened, and
appropriate resources are dedicated Lii maintaining effective internal controls. In the interim,
the Societ y will need to place greater emphasis on monitoring the current risks and
viiliii'rahiliiies, along with the related compensating procedures, to determine whether these
risks are being adequately mitigated on an ongoing basis. Successfully addressing these issues is
criiical to maintaining the Society's credibility;

Generally accepted accounting principles and grant management requirements, specify the
grant management and control systems he documented and designed to detect errors and fraud
in tIle rior-mal toni-se of business. The lack of management and control procedures leaves MSACS
vulnei-ahle to errors and fraud in grants and to the risk of incomplete reporting and compliance
with giant requirements.

2. The cost-sharing and/or cost-allocation in different programmes are done by MSACS
guded, 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 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 donoragencies that
iced to he, 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
iiianrial information;

1. 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 Ti 1025/28/2009-NACO of October 29,
2010 froin NACO; in respect of such expenditure and advances, owing to inadequate
r oil[ rols, systems, safeguards and monitoring over its use; it is not possible for us to
ascertain whether the tail ization is done or likely to he done in a proper manner;
Additionally, MSACS should also seek data of interest earned by peripheral units on
unspent funds before releasing further advances;

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

The niariagement is responsible for complying with laws and regulations applicable to
the soriet y . We performed tests of its compliance withcertain provisions of laws and
regulation; we Ii m ited our tests of compliance to these provisions, and we did not test
rorripinurre 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.

U. [here is no 1T/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; &'e 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 Disasier recovery policy/ procedures (DRP)

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

II. '11w hxerutive 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 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 he updated and do not reconcile to the general ledger;

h) No provision has heen made for depreciation and impairment, if any ) of the assets.
c) identification arid subsequent physical verification of fixed assets and reconciliation

of discrepancies, if any, with up-dated records has not been done by the
management.

(l) Inventory records need to he maintained and periodical physical verification be
carried out by persons other than ctrstodians;

We understand that these requirements and other aspects such as depreciation, impairments,
rdjristnieric of slmrtzrge / 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 -



It

a) service hook/record of employees on deputation Ironi Government were not available
to iiidit;
ttuciinezits related to selection process of new appoinLees J was not available to audit;and

r) thin are several positions vacant affecting the discharge of effective procurement
turictions 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
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 uncertaint y as to MSACS' ability to continue with the Operating plans and
activities. 'these financial statements are prepared on die assumption that sufficient
financing will contintie to he provided to MSACS to enable it to continue with its plans
and activities.

IS. These financial statements are prepared by MSACS management generally in accordance
with financial guidelines prescribed by National AIDS Control Organization (NACO) and
dn not strictly compl y with the requirements of accounting standards prescribed by the
I ristittile 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
piesiinied to beniaterial.

16. 'I he audit is performed on the basis on inforniation/data furnished or made available to
audit and is not responsible for misinformation and/or non-submission of
in lormation/il a a.

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

18. Significant Accounting 
p
olicies are not disclosed as required underAs-1;

19. As regards the matters referred to above in paragraphs Oil 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 ol tutu adequate system, which we could rely on, and consequently our
inability to perform satisfactory audit procedures: and/or

0	 stich adjustments (riot presently ascertainable) as might have been found to be

necessary had we been able to satisfy ourselves as to the matters referred therein;

tile financial results of MSACS 
as 

of and for the period ended March 31, 2014 may vary in
step with the final determinatiob/resoltition 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 M SACS.

Opinion Paragraph

In our opinion, the financial statements, subject to the foregoing and annexed observations with
such stihse q uent adluistnlents that may be necessary (presently not ascertainable), give a true
I 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
apphed accounting standards. These statements have been subjected to auditing procedures
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applied in the audit of special purpose financial statements and in our opinion and to the best of
our inforin at ion and according to the information and explanations given to us, is fairly stated in
aillniaterial respects in relation to the special purpose financial statements taken as a whole
Wild with our renort and other observations thereon.

'lire intormatinn in the Utilisation Certificate is not a required part of the financial statements,
but is strppiementary iriforriiation. We have applied certain limited procedures, which consisted
l)riricirrally of irrquiries of management regarding the methods of measurement and
plesentznioll of this information. However, we did not audit this information and accordingly,
We Cxf)rt'ss rio Opinion 01 it.

Vte krr(h<'r report that subject to the aforesaid observations -

a) All foods sent by GDl/ State Society as grant-in-aid have been used in accordance with
tire conditions as laid down in the Project Implementation Plan and World Bank
agreements as well as the GPATM agreement and only for the purposes for which the
I rirds Were provided;

N) All ftrrrds 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:

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

d) All the gords procured and issues are supported by valid receipt and issue documents
and are recorded in the stock/ inventory registers arid the closing balances worked out
(01 1 ect ly; mid

e) The expendit.ur-es reported as per the quarterly FMR also are in agreement with the
atrdited expenditure/ books of accounts and variances are documented

' ['his report, read along with observation annexed thereto, is intended solely for the information
Mid use of the World Bank, Dill) and National AIDS Control Organisation of the Government of
India as funding agencies of the National AIDS Control Program Phase Ill and for submission
to these funding agencies and should not he used by anyone other than these specified parties
or any other- pu-pose.	 -

To he I cad along with other observation annexed.

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

Mumhai, July 30, 2014



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

Countersigned

,,/'RChartered Accountant)

N/'çO Maharashtra SACS - GLOBAL FUND RCC-ll
Ackworth Complex R.A.Kidwai MEg Wadala (West). Mumbal - 400031

National AIDS Control Project - Phase Ill

Utilisation Certificate
Certified that an amount of Rs. 208,717,000.00 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. 5,576,476.63 (and Current Liabilities of Rs.1,206,546.00)and

outstanding Advances for Rs. 16,605,775.50 on account of unspent balance brought forward from

the previous financial year, and Bank Interest and Miscellaneous Receipts of Rs. 5,419,818.00. a

sum of Rs. 226,531,699.50 has been utilized for the purpose 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

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.

?s4aharashtr2 State A9BS;
Control Scncty, Mumbal.
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Bank 1
	

5,576,47663

Advance to NGOs
	

• 59,936.50

Advance to Staff
	

21,813.00

Advance to District Authorities
	

21,524,02600

Inter Unit Fund Transfer	 -5,000,000.00

22,182,252.13

balance of Net Current Liabilities
	

Amount

Security / Earnest Deposit (Received)
	

1,171,955.00

TDS (Others)
	

34,591.00

1,206,546.00

Sources of funds
	

Amount

Grant from NACO to SACS
	

208,717,000.00

2087 17,000.00

Utilistion of funds H
	

Amount (Ps)

Bank 1

Advance to NGOs

Advance to Staff

Advance to District Authorities

Inter Unit Fund Transfer

15,000.00

19,509,536.00

172,208,845.00

513,119.00

4,908,707.00

458,216.00

2,261.00

24,141,331.50

3,459,920.00

1,314,764.00

226,531,699.50

Amount (Ks.)

18,000.00

76,450.00

4,088,238.00

1.237,130.00

5,419,818.00

Amount

1,395,411.00

1,395,411.00

Amount

18,133,492.13

59,936.50

21,8 13.00

16,760,994.00

-25,000,000.00

Workshops

Training

Salary

Vehicle Maintenance

Travelling Expenses

Honorarium

Bank Charges

Expenses on JCTC centre set up and maintenance

Review Meeting and Supervision of Councellors

Office Equipment

Bank Interest & Miscellaneous R

Sale of Bid/Tender Documents

Testing Fee from Patients

Other Receipts

Interest from Bank

Liabilities

Security/ Earnest Deposit (Received)

balance of Net Current Assets

N
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REPORT OF STATUTORY AUDITORS

S
tt6

S

The Plop- : Director,
MaharaslL State AIDS Control Society,
Mu tubal 400 031

introductory Paragraph

Wo l).'\'e :ii.irbtt,d tic ,iccempanyiug financial statements of Maharashtra State AIDS Control
Ssiryuii:iri' the National AIDS (:0111101 Project Phase III financed under GFATM Rolling
t 'ontI;.1t;i)Ii cla,ioel ROu1t14 for brevity's sake referred to as:"RCC Rouncl4" as of March 31,

4. iiiaicial statements comprise of the l3aance .:Sheet as on March 31, 2014;
St,irrme,;t of nconie & Expenditure and Receipt & Payment AccLiunt for the period from April 1,
231.3 to March 31, 2014. The management of Maharashtra State AIDS Control Society is
I - rpn);Isi)tr' for the preparation of the accompanying financiaIstatements in accordance with
ap,)licable law and accotinting standards. Our responsibility is to express an opinion on these
ficancra: statements audited in accordance With relevant; Indian legal and regulatory
requirements and audi ing standards.

Maharashtra State AIDS Control Society (referred to as "MSACS" or the Society" for brevity's
sake) nianageinents policy is to prepare the accompanying statements on cash basis in
roniornuty with the standards or-escribed by the [CAI for Cash. Accounting. On this basis, cash
nt 1 -- pr :'reL'ognizcd when received ai'rd cash expenditures are recognized when paid rather
ha ii when icu rred, The same system is adopted in respect of a mount of grants / funds spent

by the NGO / pen pllery arid other units as well as for accounting of office expenses. Hence, the
amount soent by units of society as well as its employees against advance / imprest given to

, y arr:unteti for as and when Ile respective utihizatron / statement of expenditure are
''CCC' VCC

S . ere Paragraph

We car l ced on r arid it in. accordance with Standards on Auditing issued by the Institute of
Cha rtei-ed Accountants of India. Those Standards require that we plan and perform the auditto
t)r)tar . o reastina 'e asset-mice about whether the financial statements are free of material
nrsstatenierrt. An aLidit includes examining, on a test basis, evidence suppoiting the amounts,
revrew of internal controls and disclosures in the financial statements. An audit &so includes
assessing the accounting principles used and significant estimates made by management, as
weil as t:ValriatUIg the overall financial statement presentation.

As part of audit risk assessment we designed audit procedures so as to have a reasonable
cxpectar ion of detecting misstatement arising from fraud or error which are material to the
ltrtmicn:rl .-;t.rtcnerts Lis awircde. However, audit procedures that are effective for detecting a
nnisstatenrcnt that is unintentiuriai may not he effective for ;•.t misstatement that is intentional
and ;ilUiSitCd particularly Lhr'ough lorgci'y, colluson or management override of control
svstc'ms. 0 l o llrnimg otir 0iUirtIfl, we so evaluated the overall adequacy of the presentation of

nit	 flrrtnc,ai statement

We ulairnerl ;Ind performed our audit so as to obtain all the information and explanations which
we c-,ie;ir! p rcd 1f-cr'ssary in order U: prov i de us with sufficient evidence to give reasonable
sstrm,.rnce drat tire financial stateni ens are iree from material misstatement. We believe that

ounam'drt orovides a reasonable basis for our opinion.
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Bases for opinion

We ieptiii thwt -

MsACsTrirstecs/management is/are responsible for establishing and maintaining an
raterrial control structure. In fulfilling this responsibility, estimates and judgment by
management are required to assess the expected benefits and related costs of internal
control struct:tnre, policies and procedures. We are neither aware of nor have we been
in(ormed of any assessment in this respect by N1SAS.

The ohjectives olan 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

c) to provide reasonable assurance regarding preQ.ention or timely detection of
natithorized acquisition, use or disposition of the MSACS' assets that could have a

material effect oil the financial sr ateni en ts.

llecatrse 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-tern) 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 Match 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
riinsmnanagemnent in grant funding;

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

c) 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;

C) 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
cx pe rid it ut;

fS/'t\
MN 3029t4E

1NaY



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

g) records for Testing Kits at MSACS and sub-recipient peripheral units
lfl absence of any internal audit being conducted at MSACS as well as at the lead NCO level

and peripheral units level for the period) we are unable to comment on the effectiveness
of ilw 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;

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

j) 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 curi-ent assets, advances and current liabilities;

k) 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-re(ipient NUOs and recoveries from sub recipient NGOs including but not limited to
assets and other materials given to sub- recipient NGOs;

I) 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;

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

n) foi-mal policy for assuming financial obligations of employees/ex-employees who
are/were on deputation from State Government ) the sponsor body;

o) Operational and Fiscal evaluations or reviews of sub-recipient NGOs (including lead
NCO) need to he enhanced in assessing NGOs/Peripherai 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 he carried;.

p) oversight implications of non-compliance with -
statutory obligations by MSACS in relation to Income Tax (including TDS);

-	 stat utory obligations by sub-recipient NGOs (including lead NCO)/peripheral units
especially in relation to Income Tax (including 'l'DS), Profession Tax and labour laws;
;1110

- 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;

q) 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;

r) 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;

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

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

u) detailed periodical analyses of material variations between actual and budgeted
ex I )C ii di tui-e

v) In respect of most of the expenses which have been booked /accounted on the basis of
Utilisation Certificates received from the executing / spending units, we have relied
solely on the statement submitted authenticated by the site / unit implementing officer

11 L4
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and / or incharge. In the absence of the supporting documents, which we understand
-La	 would he subject to audit at the unit we are unable to comment on the genuineness

rsrinahlencss of the same.

[hill we consider to be significant deficiencies in tie design or operation of the internal
coot nil stiuctirri? that, in our judgment, could adversely affect MSACS' ability to record,
process, suiliniarixe 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
ohiani casonahie assurance about the aspects of controls that may be relevant to MSACS
iniernal 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 r-esourees are dedicated to maintaining effective internal controls. In the interim,
the Society will need to place greater emphasis on monitoring the current risks and
vulnerahilities, 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;

Gene-ally accepted accounting principles and grant management requirements, specify the
grant rnariagr.'riieiit arid control systems he documented and designed to detect errors and fraud
in the normal coo r'seof 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;

3. Balances 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 to he, 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
rre',trlar in sr.ilinritting Statertients of Expenditure/utilization certificates in respect of
prior outstanding advances; MSACS needs to strengthen mechanism for timely
adlrrstment of advances in terms of letter no Ti 1025/28/2009-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 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;

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



6. In terms o{ DEuce Memorandum No. C 25012/4/2008/NACO from NACO referring to the
iLimificatni vide DO No. Coord/lO(I) 2010/NACO/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 NCOs. 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 laws and regulations applicable to MS CS. 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.

B. There is no IT/EDP systems audit nor review for security/application controls and we
have not peilbinied an y add i tional testing on financial or other data; also there are
inherent limitations in financial system software and our reliance on the data validated
hy nanageinenn/ others as part of the audit process; we did not rely on any other
s ystems 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.

ll. 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 also in particular approve/ ratify deeds/actions which though may be in
attic lance with the guidelines/directions of donor agencies but nevertheless may be
Incon s istent with the rules and regulations of MSACS; we are unable to ascertain
precisely all such inconsistencies that may he existing and the impact, if any, on the
financial statements of MSACS;

12. 1  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 he updated and do not reconcile to the general ledger;

Ii) 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
na nage merit.

d) Inventory records need to he 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 statements;

t( 2_a
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13. In respect of payments to employees -
a) service hook/record of employees oil 	 from Government were not available

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

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

11. MSACS operating plans have been entirely reliant oil 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 uncertainty as to MSACS' ability to continue with the operating plans and
activities. These financial stateñients are prepared oil assumption that sufficient
financing will continue to be provided to MSACS to enable it to continue with its plans
and activities.

15. 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 oil 	 financial statements of the variances between accounting practices
adopted and accounting standards, although not reasonably determinable, are

resumed to he material.

6. 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
iiilorniat ion/data.

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

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

19. 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 on, and consequently our

inability to perform satisfactory audit procedures; and/or

• such adjustments (not presently ascertainable) as might have been found to be

necessary hail 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 i ssues involved. We are unable to
express an Opinion on such matters and the consequential effect, if any, on the financial
siatenients of MSACS.

o
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Opinion Paragraph

In our opinion, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may be necessary (preenUy not ascertainable), give a true
and lair 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
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 will) on r report and other observations thereon.

The information in the Utilisation Certificate is not a required part of the financial statements,
btit is supplementary information. We have applied certain limited procedures, which consisted
priricipa Il y or inquiries of management regarding the. methods of measurement and
Presentation of this information. However, we did not audit this information and accordingly,
we cx Hess no opinion of it.

We Itirther report that subject to the aforesaid observations

a) All funds sent by GOl/ 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;

bJ 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;

c) All expenditure, including procurement of goods and Services have been carried out as
per the procurement manual of the program;

d) 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

e) The expenditures reported as per the quarterly FMR also are in agreement with the
audited expenditure / hooks 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 III and for submission
to these funding agencies and should not be used by anyone other than these specified parties
for any other purpose.

To he read along with other observation annexed.

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

OFUfnarendra Khandal
a rtner

M No. 065025

Muml,ai, July 30, 2014
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Maharashtra State ADS;
Control Society, Mumbai.

NçO
Maharashtra SACS - GLOBAL FUND 11CC-IV

Ackworth Complex R.A,Kidwai Mug Wadala (West), Mumbai - 400031
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I

National AIDS Control Project - Phase Ill

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, 25,555,454.50on 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.

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.

I

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

Ar	 nptsfl—

Countersigned

(Chartered Accountant)



Bank 5
	

20,190,486.35

Advance to Others
	

16,040.00

Advance to Staff
	

143,125.00

Advance to District Authorities
	

25,396,289,50

45, 745,940.85

ig balance of Net Current Liabilities

Security I Earnest Deposit (Received)

TDS (Others)

Other Recoveries

Sources of funds

Grant from NACO to SACS

is I Utilisation of funds

01 Drugs

IEC

Operational Expenses

Research & Development

Training

Salary

Telephone/Communication Expenses

Bank Charges

ARV Drugs

Other Administration Cost

Contigency

Consumable Items

Transportation Expenses

Civil Works

Office Equipment

Bank Iutere.st& Miscellaneous Receipts

Sale of Bid/Tender Documents

Other Receipts

Interest from Bank

Current Liabilities

TDS (Salary)

Security / Earnest Deposit (Received)

TDS (Others)

11

	
Other Recoveries

Amount (its.)

'582,325.00

34,446.00

950.00

617,721.00

Amount (14s.)

192,879,000.00

192,879,000.00

Amount (Rs.)

12,,! 79,7 17.00

2,901,931.00

3,043,231.50

507,831.00

3,32, 189.00

96,925,083.00

119,884.00

-2,500.00

69,260,660.00

700,408.00

13,202,273.00

3,981,554.00

800,688.00

5,332,508.00

2,724,364.00

2154009,821.50

Amount (its.)

61,000.00

222,597.00

1,232,899.00

1,516,496.00

Amount (its.)

4,452.00.

838,041.00

7,106.00

200.00
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Bank 5
	

10,679,772.35

Advance to Others
	

16,040.00

Advance to Staff
	

98,295.00

Advance to District Authorities
	

14,569,586.00

25,363,693.35

0
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REPORT OF STATUTORY AUDITORS

hr
The Project Director,rector,
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 Ill financed under GFATM Round 7 for

brevity 's sake referred to as Round 7" as of March 31, 2014. These finafffltatements
comprise of the Balance Sheet as on March 31, 2014; Statement of Income & Expenditure and

Receipt & 112yment Account for the period from ApiI 1, 2013 to March 31, 2014. The
management of Maharashtra State AIDS Control Society is responsible for the preparation of the

accompanying financial statements it) 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 arid regulatory requirements and auditing standards.

Maharashtra State AIDS Control Society (referred to as "MSACS" or "the Society" for brevity's

sake) management's nolicy is to prepare the accompanying statements on cash basis in
conformity with the standards prescribed by the ICAI for Cash Accounting. On this basis, cash

receipts are r
ecognized 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 employee against advance / imprest given to
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 audit to
obtain 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.

,sA90
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Bases for opinion

We report that -

1. MSACS Trustees/ management is/are responsible for establishing and maintaining an
internal control 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

c) 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 occur and not he 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:

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;
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;
need to improve data collection form, reporting by and oversight of DAPCU5, the

district-level nodal units;
timely submission of Statements of expenditufe/litilization 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;

St A4,

a)

h)

C)

(1)

e)

2)
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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
NCO) need to he 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 TDS), Profession Tax and labour laws;

and
guidelines on Financial and procurement systems for sub-recipient NGOs/CBO5
prescribed by NACO with consequential impact on project implementation by sub-

recipient NGO5/peripheral units, as the case may be;
monitoring activities and financial utilization for which grants are awarded by MSACS to
sub-recipient NCOs/peripheral units where there is comingling or overlapping of other

activities or there is funding received from other donor agencies;

I.) 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 thing& 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;
3 consistent and timely checks on monthly salaries to contractual staff before making

payment and periodical management review thereof;

u) detailed periodical analyses of material variations between actual and budgeted

expenditure
v) In 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

pTl
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g)
h)

i)

i)

k)

I)

in)

ti)

o)

P)
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and / or incharge. In the absence of the supporting 1ocuments, 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 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 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 he 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;

Balances 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 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 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 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;

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

rn
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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(i) 2010/NACO/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.

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

B. 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)

0. 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
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;

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;

h) 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 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
ar-c 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

to audit;
b) documents related to selection process of new appointees was not available to audit;and

c) there are several positions vacant affecting the discharge of effective procurement
functions and segregation of duties by employees in overall functioning ofMSACS;

14. 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
basis. In the event that external financial support wa$ 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.

15. 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 he material.

16. 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 audit management's comments, where provided and accordingly, we
express 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 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/,r

•	

- 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 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 endd 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 upiiuon, the financial statements, subject to the foregoing and annexed observations with
such subsequent adjustments that may he necessary (presently not ascertainable), give a true

and lair view of the Sources and Application , of Funds and the financial position of Maharashta

State AIDS 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 inlor!nat.ion 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 whol
read with our report and other observations thereon.

The information in the Utilisation Certificateis 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 accordingIy

we express no OifflOJ) of it.

We further report that subject to the aforesaid observations -

0	 a) All funds sent by GOl/ 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;
h) 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:
c) All expenditure, including procurement of goods and services have been carried out as

per the procurement manual of the program:

d) 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
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 Ill 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
Partner
M No. 065025

Mumbai, July 30, 2014
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Maharashtra SACS - GLOBAL FUND VII

Ackworth Complex R.A.Kidwai Mug Wadala (West), Mumbal -400031

National AIDS Control Project - Phase III

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. 15,820,341.15on 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. 59,541,733.15 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 Ps. 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

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

n

Countersigned

Accountant) Project	
Pbirector)	

avr

 

pro	 ism'^

Maharashtra State 4mg;
Control Society, Mumbaie
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tPpcznuoa.nh.vvy.I1.vtcuIic.lrnctaJONFMA UUun.nary

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

Source fj1s -
	 -	 - - -

	 AmounC(Ri)

Grant from NACO to SACS 	 39,168,000.00

39,168,000.00

Ufiiiatii 'ffi11lis	 Anounf(R

JEC	 4,015,252.00

Operational Expenses	 43,475.00

Training	 486,477.00

Salary	 42,071,040.00

Equipment Maintenance 	 151,507.00

Building Maintenance	 83,710.00

Travelling Expenses	 8,863849.15

Rent, Rates & Taxes	 904;250.0O

Telephone/Communication Expenses	 509,044.00

Bank Charges	 .259.00

Miscellaneous Expenses 	 6,192.00

Printing & Stationery	 424,023.00

Monitoring & Evaluation (SIMS) 	 479,806,00

Water and Electricity Charges 	 102,290.00

Postage/Courier	 24,166.00

Red Ribbon Clubs/Youth Friendly Clubs 	 109,399.00

PLHA Expenses	 100,185.00

Meeting Expenses	 344,384.00

Furniture, Fixtures & Supplies 	 261,025.00

Equipment (Other)	 158,200.00

59,541,733.15

Btflnterest&' MisceHaneoe ,Receipts	 .--	 - 

Other Receipts 	 96,013.50

Interest from Bank	 666,881.00

762,894.50

CiibiiancejiTjurrent%.s9ets	 - 

Dank GF-RD7	 696,599.50

Advance to Others	 1,225,007.00

Advance to NGOs	 7,370,903.00

Advance to Staff	 'toià S')	 20,100.00

9,312,609.50
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I'
C	 Maharashtra SACS - New PBS & TI Pool Fund for NACPIV

Nt\CO	 Ackworth Complex RA.Kidwai Mug Wadala (West), Mumbal - 400031 	 (3\'DnS QC_

National AIDS Control Project - Phase Ill

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

Department of ADS 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. 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.

SI. NJ.	 Sanction letter Number and Date	 Amount

1) Recovery/Deduction of Grants 	 Dt.08/05/201 3	 607,340.00

2) NoT-i 1017/01 A/201 3-NACO (F) Dt.02/07/20 13 	 278,922,000.00

3) PF Ti 1017/01 A/201 3-NACO (F) Dt.28109/201 3	 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

Project Director
(Chartered Accountant)	 Maha?9i2t Dire40flDS;

Control Society, Mumbal.

I	 Joint i)irLcj1w'lnance)
Maharashtra State AIDS;
Control Society, Mumbal

Is
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