@ National AIDS Control Organisation

Ministry of Health & Family Welfare

6™ & 9™ Floor, Chanderlok Building, 36, Janpath, New Delhi -110001, INDIA
Tel: 011-43509953, Fax: 011-23351732, Website: www.naco.gov.in

Ref: G.23015/01/2013-NACO (F) Part File dated: Y0 80001 F

Call for Expression of Interest for

Engaging of Chartered Accountancy Firms for Internal Audit of 36 States/UTs located across the country

!J

PJ

and 1 District AIDS Control Socicties located at Mumbai

National AIDS Control Programme (NACP-IV) is being implemented by National AIDS Control Organization
(NACO). Ministry of Health and Family Welfare, Govt. of India. The Government of India is receiving credit from the
World Bank and grant from Global Fund toward the cost of the fourth phase and it is intended to apply part of the
proceeds of this financing to eligible payments under contracts.

The State AIDS Control Societies (SACS), registered Societies under the control of State Government are responsible
for implementing the Programme at respective State / U.T. / District level and are the nodal organizations for all state
level prevention and control activities planned to be taken up in the states. NACO releases funds to the SACS of 36
States and 1 District AIDS Control Societies in Mumbai for implementation of the NACP-1V. The objective of the
internal audit is to seek a professional opinion on the adequacy of internal control framework and adherence to the
internal control procedures provided in the various guidelines, manuals etc, identifying areas for improvement and
critical weaknesses, if any and that funds received and expenditure incurred for the accounting period are in accordance
with the laid down financial regulations, procurement procedures and other orders issued from time to time and that
proper accounts are maintained at all levels.

The NACO now invites CAG empanelled Chartered Accountancy firms for major audits to indicate their interest
in conducting the internal Audit of SACS on regional hub approach. The firm must have a head- office in any one of
States comprising the hub for which it is applying in existence/operational for more than 3 years. The firms must
clearly indicate the hub/hubs for which they are submitting EOIs. The firms may submit EOI for more than 1 hub.
However each hub will be treated as separate assignment for purpose of evaluation and reporting. The firm will have to
submit their internal audit report for each state separately & one report for entire hub as hub auditor. A matrix showing
list of SACs - regional hub wise is available in application form.

Eligibilitv and Assessment Criteria: The EOIs and capability will be assessed against evidence of skills and experience
in providing accountancy/audit services. The firm should submit a copy of PAN card, copy of ICAI registration
certificate, and proof of empanelment with C&AG of India for major audits. Application not supported by such
documents will be summarily rejected.

Requirements: The EOIs should be sent along with an ‘Application Form and Capability Statement’ including a profile of the
organization, relevant technical and geographical coverage along with the turnover for the last 3 financial years. A format for
‘Application form and Capability Statement” is available below. Individual CVs are not required at this stage.

The individual SACS have also initiated the process of appointment of CA firms as statutory auditor for SACS. The
CA firms who are selected as statutory auditor of a particular SACS will not be considered for appointment as internal
auditor of the same SACS by NACO.

A firm will be selected in accordance with the procedures set out in the World Bank’s Guidelines: Selection and
Employment of Consultants by World Bank Borrowers.

Any EOI with inadequate information, those which do not meet the above criteria, or those received after the closing
date will not be considered. Please note that at this stage no technical and financial proposals are required. Based on the
information submitted by the firms in response to this call for EOIs, NACO will prepare hub wise shortlist of (4-6)
qualified firms, who would later be issued Request for Proposal (RFP) Document.

Interested firms may obtain further information at the address above during office hours [09:00 a.m. to 5:00 p.m.].
Expressions of interest must be delivered to the address above within 45 days of publication and by 5:00 PM on last
day i.e. 45" day. The proposal received after the timeline will not be considered.

. NACO reserves all the right of extension of timeline, cancellation/changing of bidding process without admitting any

claim from applicant. Q,V

Under Secretary (Finance)



Guidance in EOI
For Internal Audit of....State AIDS Control Societies
Under the National AIDS Control Programme Phase-IV

1.1 Background: National AIDS ControDrganization(NACQ with partial funding from the World Bank and
Global Fund igmplementingNational AIDS Control Programntaroughout the country. It is intended to apply

part of the proceeds of this financing to eligible payments under contracts for this assignment. The Programme is
being implemented in partnership with the State AIDS Contpoiesies (SAC®Y 36 States/UTdocated across

the countryand 1 District AIDS Control Sogydbcated at Mumbai The SAC&e registered Societies under the
control of State Government.

1.2 Period of appointment: The contract will be omegional hubapproach angear to year basis
extendabldor aperiod of 3 (threeyears dependingn the satisfactory compleh of assignmentiuring

the year. Performance shall be primarily assessed on the basis of quality and timeliness of the report.
Further, basedn the performance assessment, extensieappeintment letter shall be issued for the
second and the third year.

The contract shabe effective fromApril 1% 2017 and cover the financial years ending on March 31
2018, March 3£'2019 and 3% March,2020 on a yearly renewal basis.

1.3 Mul tiple Auditors f ol | o®dsedgn tiieih gedgraphicdHlocatidbns,ahep r o a
Project Implementation Authoriti€®IAs) functioning in the bordering state may be grouped together as
TAudit H u ub snéay. con&ish af buitable number, sato 7 states/ Union territories, depending

upon the size, operations and geographical reach. Evaluation process shall be followed for selecting the
auditor for each of these Hubs and the selected auditor shall a#rigternal audit for all the Rk

grouped under the respective Hubs.

1.4 The details of regional hub of statesare as below

Regional Auditors
hub no.-1 (of 5
States)

Regional Auditors
hub no.-2 (of 6
States)

Regional Auditors
hub no.-3 (of 5
States)

Regional Auditors
hub no.-4 (of 7
States)

Regional Auditors hub
no.-5 (of 6 States)

Regional Auditors
hub no.-6 (of 5
States)

Regional Auditors
hub no.-7 (of 3
States)

Total

Yes/No

Yes/No

Yes/No

Yes/No

Yes/No

Yes/No

Yes/No

1 West Bengi Arunachal Prades |Bihai Jammu & Kashn__|Gujara Andhra Prades Tamilnadt
2 Orissi Assan Jharkhan Himachal Prade: |Maharashtr: Karnataki Puducherr
3 Tripure Mizoram Madhya Prades |Uttrakhanc Goz Lakshdwee Andaman & Nicobi
4 Chattisgar Nagalanc Rajastha Punjat Daman & Di Keral
5 Sikkin Manipur Uttar Prades Chandigar Dadra & Nagar Hav | Telangan
6 Meghalay: Delh Mumbai DAC
7 Haryani
Minimum per
year Contract
price (inclusive
of all costs but
exclusive of
taxes) (fig. in

Rs.)

542260.0(

1610000.0

1871820.0

865236.0!

3070286.0

2425000.01

775200.0(

11159802.0

1.5 Selection Method Selection may be made following the "Quality and Cost Based Selec@@BIQ
method as per paragraghl of the Guidelines: Selection and Employment of Consultants by World
Bank Borrower.

In QCBS method, the combined Quality and Cost Score is arrived at by weighting the quality and cost
scores in the ratio of 80:20, respeetiwfor Technical and Financial Scor@he RfPshallindicate only

the minimum input months required for the assignmemhe table below sets out minimum team
requirements



NO

Key professionals

Description of services to
be provided

Experience

Minimum no. of persons
and person days (per state
depends on size &
expenditure
that state)

incurred by

Partner/Audit
Manager

Overall coordination, &
planning, and team
leadership, reporting,
liaison with client

Qualified Chartered Accountar|
with at least 10 years of
experience as a partner wit
expertise in the area of interng
audit planning, execution an
reporting

1 person

05¢ 10days

Audit Team Leader

Responsibility to lead the
audit teams in the field,
planning and execution o
the audits, discusions
with head of office at
state and report writing
and finalization

Qualified Chartered Accountant
with at least 5 yearsf experience
in internal audit with expertise ir|
procurement audit desirable an
with ability to lead the team ang
interact  with  ®nior  level
government officials

1 person

10¢ 20 days

Team Member

Field level audit
(including visits to &
sample of peripheral
units)

Person with experience in GF
budgets, and financial rules of th
Govt. experience in procuremer
audit desirable

Sfficient numbers

05¢20days

Team Member

Field level audit
(including visits to &
sample of peripheral
units)

Assistant with experience i
internal audit and reportwriting.
Experiencén procurement audit is
desirable.

Sufficient numbers

05¢ 20 days

1.6 A firms may submit EOI for more than 1 hub. However each hub will be treated as separate
assignment for purpose of evaluation and reportingh separate audit teams deployed for each

assignmentThe firmshall submit their internal audit repdidr eachhubseparately

1.7 Evaluation and appointment of the project internal auditor is done following a two stage process i.e. the
Expression of Interest (Eol) stage and the Request for Proposal (RFP) stage. At each stage, the applicant private

audit firms (PAF) are evaluated on ptetermined parameters

2.

2.1 Eols from PAFRare called through advertisementhe Eol includes information on the required qualifications

Inviting Expressions of Interest:

and experience of the firm, short listing crite, and conflict of interest provisions.

For any PAF to be considered for appointment as internal auftitaudit of the World Bank supported projects,
it shall meet the Minimum Eligibility Criteria specified below. Failure to satisfy any of the iimigligibility

Criteria renders the firm not eligible for the assignment. The Mandatory criterions are:




2.2

Criterion T The applicanprivate audifirm is empanelled with the C&AG for major audits.

Criterion 2 The applicant firm hasxperience in audit offinancial statements or internal audit
of T
1 Projects financed by bilateral or multilateral agencies; or
1 Agencies implementing government projects (other than above); or
9 Public sector undertakings in the same sector (other than above).
Only that experiece which pertains to audit of the financial statements or internal audit of the
project/agency as a whole would be considered.

Criterion 3 Presencdn the state/region: The firm must have a headffice in any one othe
states comprising theub for which it is applyingin existence/operational for more than 3 years;

Criterion 4 The applicant firm isndependent of the entityto be audited.

1 The audit firm is not the incumbent Internal Auditor of the project oPtiogect
Implementation AuthorityRIA).

1 No partner of the audit firm or any qualified employee of the firm is related to any member of
the Governing Body/Executive Committee/Board of Directors or the Project Director/Managing
Director/any Director or any of the senior management (as apg@)oafthe PIA. Relative
would mean husband, wife, brother, or sister or any lineal ascendant or descendant.

1 Neither the firm nor its Partners or Associates have any interest in the business of the PIA.

1 From the time of appointment and for one year aftetb@ counted from the date of issue of
final audit report) the Firm ceases to ®&tutoryauditor andno other assignment of any kind
to the PIA/project (including consultancy) will be accepted, either by the firm or by its partners
or relatives of partns of the firm or by its associates.

1 The audit will not be done by a person who was either an employee in the project or a
partner/employee of the retiring auditor, unless such person is employed with the firm for at
least one year.

Criterion 5The auditfirm is not one against which disciplinary orders have been issued by the

Public Companies Accounting Oversight Board and these orders are in force.

Also, any partner/senior manager of the audit firm is not associated with the audit in any manner

if he/ste -

fhas been found gquilty of professional/other misconduct by the Institute of Chartered
Accountants of India under the First or Second Schedule of the Chartered Accountants Act,
1949; or

1 is one against whom disciplinary sanction orders have been passked Bublic Companies
Accounting Oversight Board.

In support of meeting the Minimum Eligibility Criteria, the applicant firm submits documentation as

specified below:

a

A self attested copy of the latest empanelment intimation letter issued by the@wdning the
Unique Identification Number and the score. TPvate Audit Firm PAF) confirms that it is
included in the panel fanajoraudits ;

A certificate from the firm to the effect that no partner of the firm has been found guilty of
professionadbther misconduct by the Institute of Chartered Accountants of India under the First or



3.1

Second Schedule of the Chartered Accountants Act, 1949 or is one against whom disciplinary
sanction orders have been passed by the Public Companies Accounting OBmarghtin case

the firm has such partners, the firm provides details of such partners and certifies that they will not
be associated with the audit in any manner

A Declaration signed by an authorized partner of the audit firm verifying that the appsicant
independent of the entity to be audited that they have no relationship with the entity to be audited
(in particular, the auditor should not be employed by, serve as director for, or have any financial or
close business relationship with the entity dgrihe period(s) covered by the audit or immediately
thereafter for a period of two years);

A self attested copy of the latest firm constitution certificate issued by the (l6i&l certificate

shall also act as evidence for verifying the Date of Constriudf the firm).This certificate should

not be older than 30 days as on the date of the Eol.

A Self certified statement giving the date of establishment of the branch and name of Partner/CA
qualified employee wtharge of the firm;

Additionally, sufficient information be providedso that NACO may eval uate the
capabilities and eligibility to undertake the assignmantordingly, the applicant shall provide the
relevant information regarding their work.

Evaluation and Short listing

After the scrutiny of the Eol, PAFs who meet the minimum eligibility criteria are further evaluated to

arrive at the shortlist of maximum six firms. NA@€ermines the criteria for short listing of the audit firraad
hassetup minimum qualifying marks whichaihnot be less than 65.

3.2

a.

The PIA may base the evaluation on the following parameters:
Long standing of the firm;

Turnover of the firm;

Experience of the firm;

Experience and association of the partners;

Experience and association otfull time staff;

Locational presence of the audit firm.

E\aluation matrix of the short listing criteria is outlined as below

33

Review by theWorld Bank: The PIA to submit the short list of qualified audit firms along with the

evaluation matrix tothe Financial Management Speciali§iMg. Wherever required, thdBank may calls for
supporting documents.



3.4 Criteria for Short listing at the EOI stage

Criteria Weight age %
Long standing of the firm 10
Turnover of the firm for the last three fimaal years (FY) 15
from internal audit and assurances services
Experience and Association of Partners 15
Experience and Association of qualified full time staff 10
(being CAs or technically qualified staff relevant to the
project)
Experience of the fin during the last 5 years in audit of 45
Financial Statements/Internal Audit relevant to the
assignment
Presence in the state where project headquarters are lo 5
(more than 3 years)
Total 100

3.5 Ciiteria (Detailed) and Scoring Scheme for Shdrlisting at the Eol stage

Criteria Scoring Maximum Documentation
Points

Long standing of | 1 point for each year of 10 Date of Constitution of the
the firm existenceover 10 years firm as evidenced from the

firm constitution certificate

issued by ICAI
Turnover of the| {15 points for Specifie 15 Selfcertified; the PAF wil
firm for the last| Turnover of Rs. 50 lacs { provide the total turnover ang
three financiall above in each of the las the Specified Turnover
years (FY) fron three FYs;
audit and| 18 points for Specifieg G¢dzNYy2OSNE 62
?S{Su[igcgsxsgxwé Tgrnov_er OfIRS- 50 Iacfs ‘ﬁ' professional  fee  eame
a above in at least two of the - -
¢ dZNY 2 3S NE| last three EVs: :axcluo!lng service tax an

4 points for Specifiec ravelling
Turnover of Rs. 25 lacs al
less than Rs. 50 lacs

Experience and | 3 points for each Partne 15 List of Partners with date of
Association of | with Post Qualification qualification and number of
Partners Experience (PQEB of 10

years or more with the firm

2 points for each Partne
with PQE of 5 years or mol
with the firm

1 point for each Partner

years of PQE with the firm
supported by the latest firm
constitution certificate issued
by ICAI




Criteria Scoring Maximum Documentation
Points
with PQE of more than |
year with the firm
4. Experience and | 13 points for each full time 10 List of full time staff with date
Association of | staff with PQE of 10 yeal of qualification and number of
staff (_belng CA.S. o/ 12 pom'_[s for each full time supported by the latest firm
technically qualified staff with PQE of 5 years ¢ tituti tificate i d
staff relevant to the| more with the firm constitution certificate issue
project) {1 point for each dll time by ICAI
staff W'th PQE qf more thay Documentation showing the
1 year with the firm o i
qualificaations and experience
of staff other than CAs
5. Experience of the firm during the last 5 years in audit of Finang List of the clients audited by
Statements/Internal Audit of the firm and signed under the
a. Projects financeq 4 points for each project 20 firm name only, giving the dat
by . bilateral or of issue othe audit report and
multilateral agencies if attested . F1h
b. Projects in the 3 points for each project 15 s€ a_ ested copies ot the
same sector (othe appointment letters (only
than above) assignments in respect of
c.  Agencies 2 points for each agency 10 which audit report has been
implementing issued during the last 5 years
government projects from date of Eol and pertainin
(other than above) to project as a whole should b
included)
6. Presence in the | 3 points if a branch office g 5 Latest firm constitution

state where project
headquarters arg
located

the applicant firm is locatec
in the hub states for at least
5 years and headed by
partner of the firm

9 1points if either the branch
is in existence for less tha
5 years but mee than 3
years and is headed by 4
gualified employee

Scores shall be allotted eac

branch office separately, uf

till maximum 5 marks.

certificate issued by ICAI

Date of establishment of the
branch and name of
Partner/CA qudlied employee
in charge of the firm

Total

100




To,

Application Form

For

Submission of Expression of Interest for Internal Audit of hub of SACS

Under Secretary (Finance)

National AIDS Contr@rganization

Ministry of Health & Family
Welfare, Govt. of India
6th Hoor ChanderlolBuilding,

36 Janpath, New Delki110 001

Sir,

I / We the sole proprietor / partners of M/s
do hereby jointly and severely verify and declare:

[Letterhead paper of the firm including full

postal address, and telephone, facsimile and
e-mail address]

Dated:

Chartered Accountants

() That the EOIs being submitted for Internal Audit in the hub* of following State/UTs:

Regional Auditol |Regional Auditol Regional Auditor |Regional Auditor Regional Auditor  |Regional Auditol
hub no-1 (of & hub no-2 (of € hub no-3 (of & hub no-4 (of 7 Regional Auditol hub no-6 (of & hub no-7 (of ¢
SN [States States States States hub no-5 (of 6 State: |[States States
EOI [Yes/No Yes/No Yes/No Yes/No Yes/No Yes/No Yes/No
1 |West Beng:i Arunachal Prade: |Biha Jammu & Kashn  |Gujara Andhra Prades Tamilnadi
2 |Orissi Assan Jharkhan Himachal Prade:  |Maharashtr: Karnatak: Puducherr
3 |Tripure Mizorarr Madhya Prades |Uttrakhanc Goe Lakshdwee Andaman & Nicobi
4 |Chattisgar] Nagalan: Rajastha Punjalt Daman & Di Keralé
5 |Sikkin Maniput Uttar Prades Chandigar Dadra & Nagar Hav [Telangan
6 Meghalay: Delh Mumbai DAC
7 Haryani

*Note: The audit firm may apply for more thaone hub but each hub will be treated as separate assignments for the

purpose of evaluation, reporting etc. The firm will have to submit their internal audit report for each state separatety & on
report for entire hub as hub auditor

(i) That the particulars given are complete and correct and that if any of the statements made or the information
so furnished in the application form is later found not correct or false or there had been suppression of

material information, the firm would nobnly stand disqualified from the allotment, but would be liable for
disciplinary action under the Chartered Accountants Act, 1949 and the regulations framed there under;

(iii)
(iv)

be a practice under Section 2(2) of the Chartered Accountants Act, 1949;

v) That the constitution of the firm as onsELJanuary of the relevant year shown in the Expression of Interest is
the same as that in the Constitution Certificate issued by the ICAI.

That the firm proprietor or partners have not been debarred or cautionedd® Iduring the last five years (if
cautioned give details);

That individually we are not engaged in practice otherwise or in any other activity which would be deemed to




(vi) That the firm is not the incumbent Internal Auditor of the project or the Project Implementation Authority
(PIA).

(vii) That no partner of the audit firm or any qualified employee of the firm is related to any member of the
Governing Body/Executive Comtae/Board of Directors or the Project Director/Managing Director/any
Director or any of the senior management (as applicable) of the PIA. Relative would mean husband, wife,
brother, or sister or any lineal ascendant or descendant.

(viii) That neither the firm nor its Partners or Associates have any interest in the business of the PIA.

(i) That from the time of appointment and for one year after (to be counted from the date of issue of final audit

report) the Firm ceases to be Statutcayditor, no other assignment of any kind to the PIA/project (including
consultancy) will be accepted, either by the firm or by its partners or relatives of partners of the firm or by its

associates.
() That the audit will not be done by a person who veéther an employee in the project or a partner/employee
of the retiring auditor, unless such person is employed with the firm for at least one year.
(xi) The audit firm is not one against which disciplinary orders have been issued by the Public Cempanie

Accounting Oversight Board and these orders are in force. Also, any partner/senior manager of the audit firm is
not associated with the audit in any manner if he/she

a. has been found guilty of professional/other misconduct by the Institute of Chartered Accountants of India
under the First or Second Schedule of the Chartered Accountants Act, 1949; or

b. is one against whom disciplinary sanction orders have been pass#teublic Companies Accounting
Oversight Board.

Sl.  |[Name of the Partner / Membership PAN Dates of payment of fee for Signature of Partner /
No. 'Sole Proprietor Registration Number No. the relevant year Sole Proprietor
A/B*

*A - for membership, B for issue of Certificate of practice

(Signature of authorized signatory of the firm
and seal)

Enclosures: @apabi | i t ywithSatah t e npages '



Capability Statement

Status of the Firm Partnership Sole Proprietorship

1. A.

B.

C.

2. ICAI Registration No.
Region Name

Region Code No.
3. Empanelment number with C&AG of India for major audits

Name of the Firm (in CAPITAL letters)

Addresses of the Head Office & Branch Off

(may use separate sheet)

(Please give complete postal address, telephone no. améieaddress of each office confirming the presence in the

State/UT with year of establishment for giving marking as guidance note of Eol)
PAN NO. of the Firm

4. Dae of constitution of the firm:

5. Fulktime Partners (in case of Partnership firm) / Full time Employees (in case of Sole Proprietorship firm)StaiuannaIy,

2017 (Please provide details in the table below)

Sl. No. Continuous association with the Firm Number of CAs
(a) CA Partner having Post Qualification Experience (PQE) of 1 year or more with the
(b) CA Partner having Post Qualification Experience (PQE) of 5 yeareowittothe firm
(c) CA Partner having Post Qualification Experience (PQE) of 10 year or more with the
6. Number of other staff employed full time with the firm
Sl. No. Continuous association with the Firm Number of CAs/Cost
Accountant/Technical
Qualified Staff
() Full time Staff having Post Qualification Experience (PQE) of 1 year or more with
firm
(b) Full time Staff having Post Qualification Experience (PQE) of 5 year or more with |
firm
(c) Full time Staff having Post Qualification Experience (PQE) of 10 year or more witk|
firm

(list to be attached for Sl. No. 5 to 6 as per guidance note for Eol)

7. Whether the firm has experience in audit of financial statements or internal audit

of ¢
W
W
W

Projects financed by bilateral or multilateral agencies; or
Agencies implementing government projects (other than above); or
Project in the same sector (other than above).

(If yes, details may be given on a separgteet as per guidance note for Eol.)

8. Whether the firm is engaged in any internal or external audit or providing any other services to any Govt. Company /
Corporation or cepperative institution etc.

(If yes, details may be given on a separate sheet.)

Yes |
No

Yes |
No



9. Whether the firm is implementing quality control Policies and procedures designed to ensure that all audit are conducte Yes /
accordance with Statements on Standard Auditing Practices. No

(If yes, give brief note of the cases indicating its present status)

10. Whether the firm, while performing audit services, carried out Procurement review / audit tarerisat the procurementis  Yes/
carried out by following World Bank Procurement guidelines and procedures. No

(If yes, details may be given on a separate sheet, specifying the name of client and the services performed)
11. Whether the firm has experience in performing internal audit in the State(s) of hub for which EOI is submitted.

(If yes, details may be given on a separate sheet, specifying the name of client)

12. Are there any court / arbitration /legal case(s) against the firm (if yes, give a brief note of the cases indicatingfitsspagss) Yes/
No

13. Fees earned by the firm for the last 3 years As per
the
table
below:

Type of audit Govt. Company / PSU / Autonomous body / Co- NGOs / Trusts
operative institution
Year 1 (204-15) Year 2 (203-16) |Year 3 (208-17) Year 1 (204-15) |Year 2 (203-16) Year 3 (208-17)
Statutory Audit / 8monthly audit
review
Internal / Concurrent Audit
ASSURANCHFINANCIAL SERVICES
Total of the Above

(Signature of authorized signatory of the firm and seal

List of Annexure:



Terms of Reference for an Internal Auditor
For I nternal Audi t of ... . State Al DS C
Under the National AIDS Control Programme Phase-IV

(i) Background

National AIDS Canmol Organisation(NACQ with partial funding from the World Bank and Global Fund is implementing
National AIDS Control Rsmmmethroughout the country. It is intended to apply part of the proceeds of this financing
to eligible payments under contracts for this assignment. Fregramme is being implemented in partnership with the
State AIDS Control Societies (SACSH @tates/UTs located across the country @n@istrict AIDS Control Societies
located at Mumbai. The SACS are registered Societies under the control of Statar@ant.

(ii) Objectives
The overall objectives of the internal audit are:

To express an independent professional opinion with regard to efficiency, effectiveness and economy of th
program operations.

To ascertain and evaluate the adequacy and effectiveness of the financial management and internal contre
framework.

To ascertain compliance of the laid down policies, NACP financial norms, State Government procedures, varic
guidelines, manuals, etc applicable under the project.

To identifying areas for improvement and critical weaknesses, if any.

To provide Project management with timely information and recommendations on financial management aspects o
the project to enable timely corrective actions, as necessary.

il. Coverage

The internal audit will be performed on a searinual basis of the SACBhe auditor would visit the various field offices.
The audit will also include a physical verification of the assets/equipments /supplies procured under the project an
located in the above units.

IV. Scope of Work

Scope of Work of Hub Auditor: Theinternal audit should be carried out in accordance with the International Standards
on Auditing (ISA) published by the International Federation of Accounts and should include such tests and controls,
necessary for performance of the audit. The scop¢hefassignment will be comprehensive and will cover the project
activities and transactions of all the cost centers i.e. SACS, NGOs, PeriphersndrB3RG=tc. The responsibilities of

the internal auditor includes reporting on the adequacy of intew@itrols, the accuracy and propriety of transactions,
the extent to which assets are accounted for and safeguarded, and the level of compliance with NACP financial nort
and State Government procedures. Specific areas of audit should include the following

(a) l'y FaasSaaySyd 2F GKS FRSljdza 608 2F (GKS LINBPBINIYWa FA
would include aspects such as adequacy and effectiveness of accounting, financial and operational contrc
exercised by the implementing ageesiand suggestions of improvement, if any.

(b) Funds have been used in accordance with the relevant financial norms and financial regulations with du
attention to economy and efficiency, and only for the purpose for which the financing has been provided.
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(d)

©

(f)

@

(h)

(i)

0
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()

(m)

(n)

(0)

()
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Generally accepted Accounting Principles are followed by all entities that are authorized to incur expenditure
under National AIDS Control Programme.

An assessment of efficiency and timelines of funds flow and reporting (Utilization Certificates) mechanism at th
level of SACS, NGOs and peripheral units for implementation of project activities.

Expenditure Statements submitted by NGOs and the pergdhenits have been correctly accounted for and
disbursements made to them are as the guidelines and norms prescribed undesIMRERYyramme.

An assessment of the adequacy of financial and administrative delegation and segregation of duties and control
And, assessing expenditures incurred/ advances provided are duly authorized as per the financial an
administrative delegation approved by the Executive Committee.

Expenditure incurred are in accordance with the financial norms prescribed in the -INA€&mework,
operational guidelines, legal agreement or any other clarifications issued from time to time.

Expenditure incurredavith reference to the budget allocation approved by NACO. In case the budget allocation is
exceeded, proper rappropriation dily approved by the competent authority has been obtained.

Adequate and proper supporting documents, namely, purchase orders, tender documents, invoices, voucher
receipts, pay bills, TA bills etc. are maintained and linked to the transactions.

Goods, works and services financed have been procured in accordance with relevant provisions of GFR
procurements made under domestic funding and as per World Bank Procurement Procedures for procurement
made under World Bank or Global Fund funding.

The review of procurement process should also cover the progress on establishing grievance redressal mechani
and feedback provided to unsuccessful bidders.

It should be ensured that the records of all procurement, agreements, work/purchase ordergemgveceipts,

stock registers etc are properly maintained, duly linked and retained including expenditures reported via Interim
Unaudited Financial reports (IUFR). The auditor should also review contract management and whether busine
standards for paymnt to contractors are being adhered to.

Reconciliation of Bank Statements and accounts is regularly carried out on a monthly basis and necesse
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Assets: Completeness, existence, recording, safeguard and utilization for the purpose intended including, physic
verification of sample of assetReview status and report details of assets lying with discontinued NGOs and make
recommendations for recovg/ write off.

Ascertain the reliability of integrity, controls, security and effectiveness of the operation of computerized system.
Identify constraints, if any, in the timely updating of t®mputerizedProject Financial Management System
(CPFMS) and iadhering to the internal control procedures.

The procurement, contracting, disbursement and monitoring of NGOs/Community Based Organizations (CBC
are carried out in line with the NGO/CBO guidelines and Project Funding Agreements. Summarize ksyaitdin
actions taken by SACS on the audit observations of the NGOs.

The internal auditor shall also verify and reconcile the Statement of Expenditure submitted by NGOs to SACS w
reference to records and accounts books maintained at NGOs office aod tlee variance in tabulation form for



(r)
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making necessary corrections/adjustments by SACS while releasing further graistsvill be electronic cheirig
by passbook.

An assessment of the action taken by SACS on the recommendations related to procupemsess made in the
previous haHyearly audit reports.

The auditor should ensure the efficiency and timeliness of the funds flow mechanism at the State, District and Periphere
Units level and whether there are delays and which could impact the timgllementation of project. The auditor should
also identify and report the reasons for such delays and possible remedial measures.

The scope of work will additionally include detailed review of the issue of advances, staff advances and ca:
payments for items purchase&xceptions should be identified and reportddhe following should be covered in
the detailed review:

(i) Advances to NGOs and Peripheral Units:

a. An assessment of system being followed for monitoring of advances; whether ageing analysis is being
carried out by the SACS on continuous basis;

An assessment of the adequacy of the system of review and approval before tttemsat of
advance and the evidence of the review being retained;

Assess whether fresh advances are being given only after settlement of previous advance.
Ascertain the timeliness of settlement of advances;

Present a status report of the pendiagvances for more than one year

Review status of advances with discontinued NGOs and recommend actions for early settlement
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(ii) Staff Advances:
a. Review of advances paid to staff, their purpose and if the staff rules in this regard are followed.
b. Review the settlement of staff advances as per the operational rule of the programme.

c. Present a status report of the pending staff advances for more than one year old with an opinion on
the recoverability of the same.

Assess the State Staff Advances rules and comment if the same are in lines with NACO operation
guidelines.

(iii) Cash Payments:

a. Review the payments made in cash in the programme (directly or through staff) and advise if the
NACO operational guidelines / rslén this regard are being followed on consigtbasis (payment
made by bearer cheque is considered as cash payment)

b. Review the_record keeping for recording the purchases made against cash and advice if this is
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c. Provide an opinion on adequacy of the limit on cash payments as per NACO operational
guidelines/rules.

The scope of work will include thdetailed review of the salary payments made under the programme and
the following need to be reported:

0] Details of the employees worked under the programme and ensure that the employees shown should
actually exist
(i) Details of the salary payments made to the employees an(@) ensure that salary payments must be

made directly into the bank account of employees and mustwithin the ambit or as per the
guidelines of NACO.

The scope of work will also include theview of the programme process/progress indicators issued by the
programmedivision at NACO in terms of their availability with SACS and the adherence to the same thereon.

The scope of work will also include tHetailed report on compliance on previous audit observations (Internal

Audit of SACS/Statutory Audit of SAG®tnal Audit ofNGOs) needs to be specificallyegivin the internal

audit report For this, auditors need to go through the following:

0] Audit observations of themmediate last internal audit of SACS conducted by! / h Qa | LJLJ2 A




internalauditor o SACS.

(i) Audit observations of thémmediate last statutory audit of the SACS conductedfpy / { Qa | LILIZ .
statutory auditor of SACS.

(iii) Audit observation of themmediate lastnternal audit of the NGOs conducted by the SACS's appointed
internal auditor of NGOs.

(iv) The extent to which the compliance has been dame the above by SAQ%ed to be reported
observation wise and the acceptance of the same as well.

(V) The scope of work will also include the report inmplementation of Public Financial Management System
(PFMS) and electronic mode of payment by SACS/NGOs/PUde Government of India has been directing to
utilize the PFMS and electronic mode of payments. NACO has also given the directions to SACS/NGOs/PUSs f
usage of PFMS and electronic form of payments. It will be incumbent on internal auditor to provédefa i
payments made electronically and will also provide a detailed report on the usage of PFMS. The internal auditor
will opine about the non usage of electronic mode of payments & PFMS by SACS/NGOs/PUs and will note dow
the constraints as intimated byxém. The internal auditor will also opine about the authentic steps being taken
by SACS/NGOs/PUs to migrate 100% on to electronic mode of payment.

A checklist (covering financial management and procurement issues) is provided along with thegtidBra® to the
internal auditors. This should be attached and submitted along with the audit report.

V. Other Information
Timing for audit and submission of the audit report:

Period of Audit

Submission of SACs and Hub
Report

Submission of Hub Auditor
Report

April ¢ September

15" November

30" November

Octoberg¢ March

15" May

30" May

Reporting and deliverables: The internal auditors should furnish a half yearly audit report (along with the checklists)
to each State ProjedDirector separately for their State with an executive summary of the critical issues/findings that
require attention of the senior management and a copy of this report must also be placed with the Executive
Committeeand Audit Committe@f SACS.

A consolilated report for the hub along with a copy of executive summary and the Internal Audit Reports of the SACS
must be sent to NACO. A soft copy of the Internal Audit Report must also be shared with Statutory Auditors and
Funding Agencies, if requisitioned.

Non submission of Audit Report within stipulated period may attract a penalty of 0.5% of total contracted value pel
week basis after a grace period of 1 %2 months of submission period.

Period of appointment: The contract will be on regional hub approach gear to year basis, extendable for a period of
3 (three) years depending on the satisfactory completion of assignment during the previous year. Further, based or
performance assessment, extensio@mgointment letterball be issued for the seconddathe third year.

General: The auditor will be given access to all legal documents entered into with the World Bank/Global Fund, Proje
Implementation Plan, books of accounts, NGO/CBO guidelines, Procurement Manual, Financial Management Mant
Scheme boks and any other information associated with the Programme and deemed necessary by the auditor.

Review: A review committee consisting of Project Director, head of the financial management group at the State AID:
Control Society will review the intern@udit report submitted by the internal auditor and take further remedial
measures on the discrepancies pointed out in internal audit.

Audit Resources: As the project is being implemented by a registered society within the Government, it is@quisite



that the key personnel should be familiar with the government accounting and financial procedures. The
personnel and whose CVs and experience requirement are as follows:

list of ke

S. Key professionals Description of services to Experience No. of persons and person
NO be provided days (per state depends on
size & expenditure
incurred by that state)
1 Partner/Audit Overall coordination, &| Qualified Chartered Accountan{ 1 person
Manager planning, and team| with at least 10 years of
leadership, reporting,| experience as a partner with 02¢ 08 days
liaison with client expertise in the area of internal
audit planning, execution and
reporting
2 Audit Team Leader Responsibility to lead the Qualified Chartered Accountanty 1 person
audit teams in the field, with at least 5 years of experience
planning and execution of | in internal audit with expertise in 05¢ 20 days
the audits, discussion| procurement audit desirable and
with head of office at with ability to lead the team and
state and report writing| interact with senior level
and finalization government officials
3 Team Member Field level audit| Person with experience iGFR, Sufficient numbers
(including visits to a| budgets, and financial rules of the
sample  of peripherall Govt. experience in procurement 05¢20 days
units) audit desirable
4 Team Member Field level audit| Assistant  with experienct  in| Sufficient numbers
(including visits to a| internal audit and report
sample  of peripherall writing. Experience in procurement 05¢ 20 days
units) audit is desirable.

List of Annexures to ToR:

Annex 1- Reporting Format
Annex 2cInternal Audit Coverage Report
Annex 3Internal Audit Checklist format



Annex1 - Reporting Format:

The audit report will be in the form of a Management Letter (including an Executive Summary, highlighting key issues
management) which will inter alia have the folling sections:

Objective of the audit;

Methodology of the audit;

The status of implementation of the financial management records, system and controls;

The status of compliance of the previous audit report, including major audit observations pending compliance;

The key areas of weaknesses, needing improvement

Recommendations for improvements;
Matters requiring immediate attention of the management aoersisting irregularities should be highlighted separately
by the auditors.
The comments from the Project Implementation Unit (PIU) and concerned officers must be incorporated in the report
Management comments.

Format for Executive Summary:

Para No. | Major Observations Implication with | Recommendations | Audi t e e’ | Timeline
risk involved for improvement Comments/
Agreed Actions

Format for Executive Summary for Hub Audit Report:

Para No. | Observations Implication with Recommendations | Audi t e e’ | Timeline
risk involved for improvement Comments/
Agreed Actions

Hub Auditor




Annex2-Internal Audit Coverage Report

The internal hub auditor needs to annéiis checklist with the internal audit report in the below specified format
specifying the coverage of observations taken. Similarly the hub auditor should also annex internal audit checkilist i
similar detailed format specifying the coverage of obseorat taken to form an opinion at project level.

Particulars Coverage of SA(

Total Units | Audited Units | % Audited

Hub 1 | State 1

State 2

State 3




Annex3—Internal Audit Checklist format

Internal Audit Checklist

S.No Assessment Parameters/Internal Checks/Controls Observation
A Payments and receipts Major Minor
1 | Are the payments for expenditures in line with the approved

annual work plan

2 | Are the payments properly approved in line with the financial
delegation

3 | Are the supporting documents filed properly and easily
accessible

4 | Is there a serial control overayment, receipt and journal
vouchers

5 | Are the expenditures/ payments charged to the correct accou
code and head of expenditure

6 | Is the system generated voucher used as the basis for appro
of payments

B | Fund Flow

1 | Are there any delays in receiving funds from the centre to stg
and states to districts? Has the project or any component bee
out of funds in the last one year?

2 | Whether the Statés transferring the funds to Districts
electronically or by physical transfer?

Is there any delay in transfer of funds to Peripheral Units? If y
please mention reasons.

3 | Whether the fund transfer by State to Districtdmsing done like
RCH flexible pool or does the State carry out activity wise fun
transfer to the Districts.

4 | What is the average frequency of fund transfer in a year?

5 | Comment on a process flomprovements that can be made.

C NGOs

1 |Isthere a TSU to support NGO/CBO activities and does it ha
finance staff

2 | Isthere a TSU to support NGO/CBO activities and does it hay




finance staff

Has thefinancial management capacity of the NGO been
assessed by the TSU and the process documented during thi
selection process.

Are there any critical FM capacity issues identified during
selectionprocess and how are these planned to be addressec

Does the contract with the NGO contain the Financial
Management aspects

Is the tranche release to NGOs in compliance with the
contractual obligations and in adherence to tR&O/CBO
guidelines?

Are funds released without settlement of previous advance o
without receipt of quarterly financial report?

Is the NGO/CBO timely in submitting financial reports to the
SACS/PSU? If not what actions laeéng taken to address this
issue.

Is the financial review of NGOs by the TSU adequate in termg
the quality and frequency

10

Are onsite visits to the NGOs made by the finance staff of the
TSU

11

Have annual auditefinancial statements received from the
NGOs.

12

Carry out on site (where covered under the scope of the audi
audit of NGOs/CBOs as per the TOR provided in the NGO/CI
guidelines and attach a separate report of the NGO/CBO
covered Where this is carried out by independent auditors
comment on the adequacy of the actions taken by SACS to
address the observations of the auditors.

Electronic payments through RTGS and use of PFMS to pay the
remuneration to outreaclworker and peer educators in NGOs.

Peripheral Units

Has a sanction letter been issued for the proposed activity by
peripheral unit

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

Is the settlement done on time and is supported by a proper

utilization certificate




Are subsequent tranches released without settlement of the fi
advance

Comment on theguality and adequacy of the financial records
maintained by the peripheral units (for the sample covered
during the course of quarterly internal audigttach a separate
sheet where necessary.

Whether the Peripheral Units have shoany expenditure on
procurement from the proceeds of NAQP

Overall Monitoring of advances

Is the system for monitoring and control of advances adequat

Are there a large number of advances overdue

Is there amgeing report generated for review by the project
director on a periodic basis.

Are there advances outstanding with discontinued NGOs? |
the project taken adequate action to settle the same?

Operation of bank account.

Howmany Bank accounts are being maintained and are Banl
reconciliations carried out on a monthly basis?

Are there any usreconciled or uraccounted for balances

Are payments mael directly into the bank account of beneficial
electronically

Is there adequate physical control over cash, receipt book an
blank cheque books

Fixed Assets

Have the procurement procedures prescribed in the
Procurement Manual followed by the SACS for procurensént
assets purchased by the SACS.

Are these supported by adequate and valid supporting
documents

Are the assets procured documented in the fixed assets regis
giving its location etc.

Are there assets lying witliscontinued NGOs? Please quantify
and recommend remedy.

Carry out a sample verification of fixed assets both in SACS &
the peripheral units/ NGOs




Are assets received in kind also recorded in the fixed asset
register giving thelate of receipt, location etc.

Has a material been purchased for the activity?

Has the purchased material been entered in the stock registe
it upto date and physical stock in agreement with book
balances?

Purchase of Goods & Services by SACS

Have the procurement procedures prescribed in the
Procurement Manual followed by the SACS for procurement «
goods & services purchased by the SACS.

Have the SACS procured any drugs or medigaplies (such as
test kits, condoms etc.) from the proceeds of NAIP

Whether the value of any contract exceed US$ 50,000 equive
(US$ 75,000 equivalent only for NGO/CBO contracts)

Whether the SACS has procured directlaoy other
procurement support agency has handled the procurement

Are these supported by adequate and valid supporting
documents

Where goods including drugs are procured are these correctl
recordedin the inventory register?

Carry out a sample verification of inventory of consumables,
RNHzZ2& adzZJdl) ASR (G2 GKS bDhQa

Are goods (ART drugs, test kits etc.) received in kind also
recordedin the inventory register? Do the physical balances

agree with the book balance? Comment on the variance if an

Accounting

Is the CPFMS operational and upto date

Are there any constraints in using the system

Are back up processes adequate

Have the financial reports for the previous quarter generated
from the CFMS sent to NACO in a timely manner

Staff Advances

Staff advances paid to staff is in accordance with the staff ruli
for the purpose within rules.




The settlement of staff advances are as per the operational rt
of the programme.

A status report on the pending staff advances for more than ¢
year old with an opinion on what amount colé considered
actually receivable has been obtained.

Comment on the staff advances rules, whether rules are in
accordance with NACO operation guidelines and/or if they ne
amendment.

Procurement process

Have theprocurement procedures prescribed in the
Procurement Manual followed by the SACS for procurement «

goods/works/contract of staff etc. by the SACS.

Are these supported by adequate and valid supporting biddin
approvalof competent authority, supply order etc. documents’

Are the goods/works/contract of staff etc procured documentg
in the relevant stock/work/personal registers/files giving its
guantity receivelissue/balance etc.

Carry out ssample verification of goods/works/contract of stafi
etc both in SACS and NGOs

Is physical stock in agreement with book balances?

|Additional Matters to be reported for SACS/NGOs/PUs

Has the dtails &identification of employees worked under
the programméy SACS/NGOs/PUbeen obtainerefer
point (s) of scope of work of TOR}

Is salary payments made to employessstated above
electronicallyby SACS/NGOs/PU#$efer point (s) of scope
work of TOR}.

Is Program Process/Progress indicator available with SA(
and the adherence to the same is made drefetr point (t) o
scope of work of TOR}

Is the ompliance on previous audit observations of Intern
Statutory audit of SACS arldternal audit of NGOsnade by
SACS and Is the same is accepted to augligder point (u) o
scope of work of TOR}

Has the implementation of PFMS and electronic mode of
payment been done by SACS/NGOs/PUs {refer point (v)
scope of work of TOR}.

Other Issues

Any other issues that the firm may like to address

Signature of the CA Firm



