


















No. G. 20016/31/2010-NACO (FIN) L/ y k

Government of India

Ministry of Health & Family Welfare

(Department of AIDS Control)

6th Floor, Chandralok Building

36, Janpath, New Delhi - 110001
Dated 31.01.2011

Subiect: Forwarding of Statutory Audit Reports 2009-10 of

Central Level Expenditure at NACO

Dear Mariam,

In continuation of this office letter of even no. dated 27th Sept. 2010 and 15th Dec. 2010, 1 am

forwarding herewith copies of Audit Reports for 2009-10 in respect of central level expenditure at

NACO.

The soft copy of the same is being sent separately by Email.

Yours faithfully,

(Benoy Choudhury)

Under Secretary to the Govt. of India

To

Ms. Mariam Cleason

Task Team Leader

The World Bank

New Delhi Office

70 Lodi Estate

New Delhi - 110003
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Office of the Director General of Audit

Central Expenditure, I.P. Estate

New Delhi-I 1(1002

Inspection Report of the accounts of World Hank Assisted Project otf National

AIDS Control Programme (NACP-I11) (Credit No. 4299 IN) implemented through

National AIJ)S Control Organization (NACO) for the year 2009-1.0.

PART - I-A

INTI'R()I)L(ii'FORY

(i) General

'I he audit of the accounts of World flank assisted (Credit No. 4299 IN) National

AIDS C"onitrol P'rogiraimime (NACP-lI) implementied through National A] OS Control

Organlization (NACO). C hanidra Building, 36, Janpath. New i)elhi lor the period 91009-

1 0 was conduicted fi-om 13.1.110 to 27.01.2010 (10 workiing days) by an audit party

comprising Shri Rishi Sagar. Shri Shiv Prakash, Audit Offlccrs, Sml. Madhumathi Raj,

Smllt. Sindhu 3cansal. Assistant Audit Officers and Shri Mahavir Singh, Shri Sipalii

Mahto. Sr. Auditor-s of the OfIfice ot' the Director Gyencral of Audit. Central

E`xpenditurc. New i)elhi - 110002. 'The last audit for the year 20018-09 was conducted

during 18. 1 2.2009 to 25.1.2010 (23 working days)

(ii) General Set up a nd activities

AID)S (Acquired Immune Deficiency Syndrome) is a severe life tlhreateDninlg

condition, which i-epresents the late clinical stage of' inictlion with the I luman

lmni-rnodeficiency Retro Virus (-IIIV). [l.V invades tlhe body'is defence systen

cxposing the infected person ovcr passage of time to a range of lung discases, cancers.

1l'1maaf infections. rashes, soIes and other debilitating condilions leading towards death.

National AIDS C'ontrol Oirganization (NACO) is functioning thIo-Lgu 38 States!

MLunicipal Corporation AI])S Contr-ol Societies in all over india. The key obiectives of'

NACP are (a) to reduce the spread of' IIIV infection in India anid (b) t) strengtlicn

capacity to r-esponid to I-IlV/AI)S on a long-tcrm basis.

In 1992, the (Governintnt of India secured an l1)A credit of' UJS $ 84 million

from tihc World I3anik to support a full fledged National AIi)S Control Plr-ojcct (NAC I'-

1) hor a periold of' five years started lfromii Septenmber 1992 it) Septemilbel- 1997. An

assistance of' US $ 1.5 million was also obtaincd in the form otf lechnlical Assistance

f'romi the World Ileaith Organization (WHO). Due to the slow pace of' utilization oi

lunzds in the first two years, the project was extended up to Mai-ch 1999. I'he NACT-i1

was launched in 1,999 and a second I1)A credit ofl US $ 19t1 million-was received to

enlcouragc anjd enable the States tlhemsclves to take the responsibility of responding to

the epidemic on a long-term basis and reducing the spread of l]V infectioni. This



erQccl was ezxpected to be completed by .July 2004 hut it was extencd LUp to March

1Q006. NACI-I1l had beein launched in 2007-08 with a total I1)A credit of US $ 250

miiillioni [o- 2007-2012.

(iii) The following Officers/officials have held the charge of the respective posts

indicated below:

Head of the Ms .K Su jatha Rao, AS &DG 1/4/09 to 19/10/2010
|De)partment.-- -...

p Sh. K. Chandraniouli 20/10/20 1 0 1to 3 1 3/201 0

Subhash ChandraAinder 1/4/09 to 3 1/03/201 0
[lead of the Office Secretary

I)irector (Finance) Sh. Kanwaldeep Singh 1/4/09 to 31/03/2010

(iv) Internal Audit

The internal audit of NACOI hadl not been conducted since its inception1.

Current Audit

World 13ank Assisted Credit no ID)A- 4299-IN

Part II A

Nil

Part II I

I'ara I Inelig,ible expenditure of Z 10.37 crore of pavments made to
IUindustan life Care Ltd. and Ministry of Railways

[he World Bank vide letter dated 26.12.2007 had clarified tlhat the payments

made to Government-owned. enterprises out of the reimbursemzent claims undel- the

World Bank assistcd Plroject ar elig ible if the enterprises can establishi that thcy are (i)

leoallv and financially autonomous (ii) operate under commercial law and (iii) are not

depe:ndent agencies of the borrower or the suLb-borrower.

Iecst check oi records revealed that an amount oI'Z 10.3 7 ci-ore has bcen paid to

non eligible agencies. The NACO paid t 10.08 crore to M/s llindustan Li-fe (Tare Ltd..

i.e. government agcncy and Z 0.29 crore to Ministry of Railways as per details given

below:



(Amount in t)

SI. Name of the Sanction No. I)ate Amount
No. Agency

P- I l015/14/2'009-NACO(lProc) 7.09.09 39134859

9 -I l0 I5/08/2008-NACO(Proc) 16.09.09 1660742

P -1 ] 0 l 1 5 f21 9N (1 9Pec} ]..T( 526980603PIOIl5/2009-NACO(Proc) 1.2.10 286

4 Tlindustan l Ail P- I 1015/15/2 009-NACO(Prec) 231.3. 1 0 12 327254
Carc Ltd.

5 P- i 10 5/8/2008-NACO(Proc) 1 7.1 2.09 36586055

6 S-I 201 I 5/07/2006-NACO (BS) 19.5.09 1440000
Vol 1

7 S- I 2015/07/2006-NACo(13s) 19.11.09 2880000

8 S- I 2015/07/2009-NACO(BS) 15. 1. O09 1440000

Ministr- of M-1811i/i/2008-NACO (F) 18.01.10 2948056
Rtailways. -..

'I'otal 1(03685026

Heice, payment of { 10.37 crore was in contraventionii of the Wo:rid Bank's
clar-ilhcation and was inadmissible.

lIara 2 Unadjusted amount of Z 66.29 crore out of Advances made for
procurement

M/S IJNOIPS was the procurement agency for supply of equipiicnlt and drugs
under the National Aids C'ontrol Programme III for the year- 2009-1 0. Fbr the purpose.
the whIolc amount of the conitract value ol order was allowed in advance to the 1JNOPS.
which was to be adjusted against the submission of bills supportcd by consignee
rcccipts. test anld installation reports etc.

E.xamiination of records relating to procUIIement revealed that thec NACO had
includted the cost of procuremenlt of equipment and drugs in the SO1K bascd on the
stateiment of the procuremen;t agency that the supply had been comlpleted. An amiount
of t 78.23 crore was showii as expenditure on account of procurement of
pharmaceuticals and Medical supplies in the SOE". Hlowever. the final adjustment of Z
66.29 crore had not been sent to the PAO as the procurement agent had not submitted
the invoices supported by the documents therefore the NACO had not passcd the final
bills. lhc details of unadjusted amount olft 66.29 cr-orc are as uLnder:



Si. Procurment items Sanctioin No Date Amount

No. from UNOPS

1. llrocuremenit of tests P-101 5/1 6/2009-NA(S) 10.09.09 3 1 187980
kits (-llV lL1ISA (Proc)
Kits)

2. Procurement of [lIV P-1 1i 0I5/04/2009-NACO 25.09.09 18928560
Rlapid test kits (Proc)

3 l est of 111313 (Rapid) P-1 1015/19/2009-NACO 11.02.10 10535808
test Kits (Proc)

4. TIests of I I CV P- I 10 I 58/92009-N AC) 24.02. IC) 28999001

(ELISA) test kits and (Proc)
I-IIV (Rapid) test kits

6. S1U/RT[I drugs kits P-I 1012/1 1/2008-NACO 23.06.09 89089(5
(Proc)

7. STlUI/RTI drugs kits for P-11015/12/2009-NACO 11.02.10 65216007
Sh. Ito VI (Proc)

8. S1T/RT1 drugs kits P- I 101 5/20/2009-NAC(O 19.02.10 13411670
111 (Proc)

j I -11V (Rapid) test kits P-I 1015/15/2009-NACO 19.10.09 286136206
(Proc)

10. Model blood bank P- I 10 1 5/01/201 O-NACO 26.0J3. 1 0 199595271
equipments under l(B3 (Proc)

Iotal 6629 194018

IhUS5 the amount of t 66.29 crore given as advance could not be certilied in
audit heince the same was inadmissible for reimbursement from ithe World l3ank.
Nccessary steps may be taken to adjust these advances undcer intimatiotn to audit.

IPara 3 IDouble claim oft 11.81 lakh

Tecst check of records revealed that the payment of Z 9.04.460 made to M/S Rov
Gihosh & Associates for coniducting internal audit ol three SACS and T-r275.750 made
to M/s SCJ Associates towards the fee for conducting interntal audit of MPSACs were
debited twice in the Statement of Expenditure. Trhus the SOB was overstated by t

1.80.210.



P'ara 4 Ineligible expenditure of T 4.84 crore on iccount of payment ol
taxes

Examination ol vouchers of the lool lund revealecd that the expenditurc
sanctioncd was debited inclusive of scrvice tax and VAT Iby the NACO. As the amount
of taxes (service tax/VAT) is not admissible, the Statement of Elxpeinditure has been
ovc-stated by ani armount of t 4.84 crore. Tlshe de(ails of thie payments of'Servic 'lax
and VAT are as mentioncd bclow:

(Amount in Z)

SI. Sanction No. Date of lTotal Amount of
No. sanction amount service tax

elaimedi
I X- Il9014/58/2007-NACO TI 4.9.2009 2042687 218158

2 X- ]9 020/01/201 0/-NACO EC 12.1.2010 12852 409

T1-I 1020/l/2008-NAC0(B3SD) 27.5.7009 838964 86359

P-I 1015/19/2009/NACO (Proc) 26.2.2010 454695987(Y 47798104

5 -2501 1/03/7009 NACO ( ) 18.2.2010 795235 91258

6 G 0-25011/03/2009 NAC'() (F) -do- 242936 22686

7 (3-25011/(13/2009 NAC- (1F) -do- 66180 60001

8 G-25O0 1/03/2009 NACO (F/) -do- 63201 5901

9 (G-501 1 /0-3/2009 NACO (F) -do- 254439 23760

|1 (3-25011/03/2009 NACO (F) -do- 84186 7861

I ( 3-25011 /03/2009 NACO (F) 29.1 .2010 542676 50676

12 G-25011/03/2009 NAC() (F') 29 192200 79416 7461

9

I (i-2501 1/0-3/2009 NAC.O (F) 9.3.201 47429 4429

Ii (4-25011/03/2009 NACO (F) 22.10.200 180892 ' 16899

I (J-25011/03/2009 NAC() (F) 2. 10.200 66081 6171

9

16 (j-2501 1/03/ 2009 NACO(I) 3. 710.2009 254439 23760

17 A-1 1014/16/2008 NACO 22.03.201 970i 10300



0

Iotal 48380)185

Thus -IThe paymenLt c)it 4 .84 crore made on account of-scrvice tax and VATI
was inadm-issible.

General

Ihe Statements otf Expenditure lor the amounit of Z 14(0(11.91 lakh under the
World Rank Credit No. 4229-IN was sublmitted by the NACO.

[lhe general conditions of the accounts of the Nationlal AIDS Control
Organisation. 36 Chanderlok Building Janpath, New Delhi for the period 2009-10 was
lfound toi be satisiFactory subject to the observations contained in Inspection Report.

1The Inspection Report has been pi-epared on tliC basis of innformation furnished
ancd made available bV the auditcec Office of the l)irector (Gcneral of Audit. Central
lixperiditure. New D)elhi- I 1000, disclaims any responsibility for any misinforillmation
and/or non-infornmation on the part of the auditee.

M)ireo AN4G-HI)



Audit Certificate

lReport of the Comptroller and Auditor G;eneral I ofIndia

'1

SW. Kanwaldeep Singh
Director (Financc)
National AIDS (.'ontrol Organisation
36-Janipath. New I )el hi- I 000 1.

Report on the Project Financial Statements

We have audited the accompany-ing financial statements of World I.3ank Assisted
National Ai)S (C ontrol Programnme Phase 111. vide Agreemllent No. I l)A-4299-IN.
Ihlese statcments are the rCsponsibilitV of' the Proj eets manaemcent. OUr
espoilonsiilit is to expr'ess an olpiinion oni the accompaniving financial statemients based

on1 OUI aLudit.

We conducted our audit in accordance with the Auditing Standards promulgated by the
Comptroller and Aucditor General of India. Those standards require that we plan and
Perform the audit to obtain reasonable assurances about whethcr the finaial
statcements arc trec of material misstatetnent. Our audit examincs. oni a test basis.
evidence supportilng the amounts and disclosures in the financial statcincnts. It also
in:Cludes assessing the acCouintling prilnciples used and significant estimates niadc b\
management, as well as evaluating the overall statement presenitationi. We belicve th.at
our audit provides a reasonable basis for our opinion.

In oiur opinion, the financial statemenlts present fairly, in all materi- respct:s. the
soLirces antd applications of' tunds of the Nationial AJI)S Control Pro;gramiimc Phase-ill
fi-rno I" April 2009 to 31 S" Marchi 2010 in accordance with Governient of India
acc(Unting standards.

In additi{on, in ouI opinioni. (a) with respect of SO'ls, adequate Supp1orting
documentation has been mailntained to support claims to the World Bank lior
reimiiburscments of expcnd incurn-ed; and (b) except lor ineligible cxpenditures as
detailed in the audit observations, if any. appended to this audtit report, expenditure are
elgible fior financing under the World B3ank Agreenieiit No.IJ)A-4299-I1N. I)uring the
course of audit. SOP_<s/Cilaiams of Expenditure amouniting to Z 14001.91 lakh and the
coininected docuinernts were examined and these cani be relied upon to support
reimnibursement Linder the Loan except Z 816 I.Ci1akh which was f'OuIlnd inadmlzissible lor
iei imbursemenit.



I his repoit is issLIed without prejudice to CAG's righit to intcorporatc the audit
obscrvationis in the lRcport of CAG of lndia for being laid bef(re the Parliament/State
orI U1 Legislature.

I)irector ( (11)

OFfice of thc Director General of Audit, Central lixpenditUre, New D)C111i.

i)aie: 27 1.201 1

This is the Final date of field work.
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