
 

Date: 03
rd

 June 2011     Tender No: Audit/KRDP/Phase II/2011-12 

 

Date of issue:  03
rd

 June 2011 

Closing date:  18
h
 June 2011 

Closing time:   12.00 hrs 

Dear Sir/Madam, 

Subject: Request for Proposal - Audit Services for KVIC – Khadi Institutions 

The Khadi and Village Industries Commission (KVIC) is seeking proposals from Audit firms with 

extensive audit experience to conduct Management Audit (II Phase) of its Khadi Institutions across 
India.  

The purpose of this audit is to assess the suitability of the Khadi Institution to receive ADB funded 

assistance for the reforms under the ‘Khadi Reform and development Programme”. The main 
objectives are as follows: 

1. Review the adequacy, current capacity and future potential of the infrastructure of the 

Khadi institution. 

2. Review the financial performance of the Khadi Institution, compliance with rules and 
regulations, reliability and integrity of its financial information and existence and 

effectiveness of key internal controls. 

3. Review the management issues and human resources and assessing the social audit 

perspectives. 
4. Review of the marketing arrangements of the Khadi institution and assessing the capacity 

and capability of the KI to absorb expected reforms. 

5. Review of the institutional governance, the assessment of past performance in terms of 
internalizing various schemes of KVIC / Government of India and social audit parameters. 

Audit Firms will be required to prepare/update audit programme, execute audits in an effective, 

efficient and professional manner.  
In order to submit your proposal, please read the following documents. 

� Request for Proposal 

� Terms of Reference 
� RFP submission guidelines 

� Evaluation criteria 

� KVIC General Terms and conditions for contracts of goods and services 
� Format for background information of KI 

� Audit Guideline 

You are invited to submit the proposal for the audit of Khadi Institution/s based on the background, 
guidelines and instructions for submission in the following pages. 

Sincerely, 

 

R K Saha 

Director of Audit, KVIC 

 
         R.K.Saha, 

DIRECTOR. 
 

DIRECTORATE OF AUDIT 
KHADI AND VILLAGE INDUSTRIES COMMISSION 

(Under Ministry of Micro, Small & Medium Enterprises, Govt. of India) 

‘Gramodaya’, 3, Irla Road, Vile Parle (West), 

MUMBAI– 400 056. 

Ph No. 2628 08 91, Fax No. 2628 08 91  

Email : audit@kvic.gov.in, rksaha@kvic.gov.in 
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REQUEST FOR PROPOSAL 

RFP - Audit Services for Khadi and Village Industries Commission 

(KVIC) 

Introduction and background 

It has been envisaged that the Khadi Reform and Development Programme (KRDP) with Asian 
Development Bank (ADB) assistance, will be targeted at reforming and assisting 300 Khadi 

Institutions in the country. Initially for the 1
st
 phase of ADB funding 57 Khadi institutions were 

audited and shortlisted.  

In furtherance of KRDP, the objective is to conduct management audit of Khadi institutions 
based on the criteria determined by the ADB and select there from the required numbers of 

Khadi institutions based on the results of such audit for the 2
nd

 phase of ADB funding. These 
Khadi Institutions thereafter will become eligible for direct assistance under the Khadi Reform 

Programme.  

The purpose of this RFP is to invite qualified Audit Firms to submit proposals for audit 

services as fully described in this RFP. 

Terms of Reference for the Audit of Khadi Institutions 

The Director of Audit of KVIC in terms of ADB approval will undertake the audit of selected 

Khadi institutions in the Second Phase as detailed below and the overall finding report will be 

prepared by the ADB consultant based on the results of audit of individual Khadi Institution. 
Details of the Proforma for general information to be collected from the Khadi Institutions 

could be accessed at the KVIC website www.kvic.org.in. This will provide the background 
information that has to be collected before the start of the audit. 

Information as regards the ADB reform project is also available on the KVIC website. 

Objective 

The audit objectives are to: 

1. Review the adequacy, current capacity and future potential of the infrastructure of the 

Khadi institution. 

2. Review the financial performance of the Khadi Institution, compliance with rules and 

regulations, reliability and integrity of its financial information and existence and 

effectiveness of key internal controls. 

3. Review the management issues and human resources and assessing the social audit 

perspectives. 

4. Review of the marketing arrangements of the Khadi institution and assessing the 

capacity and capability of the KI to absorb expected reforms. 

5. Review of the institutional governance, the assessment of past performance in terms of 

internalizing various schemes of KVIC/ Government of India and compliance with 

social audit issues. 
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Audit Scope 

The scope of the management audit will cover the financial year 2009-10/2010-11 in particular 
and the previous three years for data analysis, trend analysis and review of performance 

indicators as well as other generic tests as may be found necessary. The management audit will 
be conducted on-site broadly in lines with the Audit Programme (audit guidelines) that is 

annexed and shared with all the Audit firms. 

Audit Planning Memorandum attached (Annexure 1) herewith gives the essential information 

on audit scope, reporting requirements, audit management, and estimated time budget 

Relevant standards 

The audit will be conducted in accordance with International Standards on Auditing (ISA) as 

published by the International Auditing and Assurance Standards Board of the International 

Federation of Accountants (IFAC), with special reference to ISA (Auditor’s Report on Special 

Purpose Audit Engagements).  

Coverage 

In conducting the audit, special attention should be paid to the detailed Audit Programme 

(audit guidelines) prepared by the KVIC in consultation with the ADB consultant to ensure 

uniformity of audit approach and results so that comparable information could be analyzed 

after the completion of audit for decision making. The Audit programme will be finalized after 

due consideration of the audit approach suggested by the audit firms in their technical 

proposals. 

Expected output 

A draft report should be submitted to the KVIC at the earliest opportunity, but not later than 

one week, after the execution phase of the audit has been concluded as planned. This should 
contain preliminary management comments from the relevant Khadi Institution. 

A final report should be prepared and submitted by the Audit firm in soft and hard copy (in 
triplicate) format with properly referenced working papers to support the conclusions contained 

in the report. 

Management support 

In order to execute the audit assignment in a timely and effective manner, the KVIC have 

established a technical steering committee in the leadership of Shri A. D. Kamble, Accounts 

Officer (Audit) to interface with the Khadi Institution and the respective Audit firm. All the 

Regional/State Directors and the Khadi Institutions have been notified of the ensuing 

management audit so as to facilitate timely and full access to all books and records, staff 

members and officers of the institution. The audit firm on its part may acquaint itself with the 

mandate and work of the KVIC as well as that of the khadi Institutions. In this regard, it is 
highly desirable that the audit firm obtains the relevant KVIC rules and regulations and 

guidelines.  

Audit Schedule 

The audit execution is expected to commence in 3
rd

 week of August and final report issued 

within 90 days. The inception workshop will be held prior to the start of the execution work 

which will be notified to the successful Audit firms so that their representatives may participate 
in the workshop. 
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Reporting  

The Audit firm shall keep the Director of Audit informed of the progress of the audit on a 
weekly basis or as the need arises. Continuous liaison with the steering committee will be 

advisable. The final report is expected to be received within 90 days from the date of issue of 
work order. 

RFP SUBMISSION GUIDELINES 

The KVIC invites qualified Audit Firms to submit proposals for audit services as fully described 

in this RFP. 

Proposals shall be sent in physical sealed covers only.  Audit Firms are recommended to send 

their proposals in sealed covers. Technical and financial bids should be in separate covers with the 

subject written on separate outer cover clearly marking it as either technical/financial proposal. 

Following address should be used for submission of the proposals; 

Mr. R. K. Saha, 

Director, Audit 

Gramodaya, 3, Irla Road, Ville Parle (West) 

Mumbai 400056 

Clarifications: 

� Any questions and/or requests for clarifications concerning this RFP must be submitted 

in writing via email to  rksaha@kvic.gov.in, sksinha@kvic.gov.in. 

� KVIC reserves the right to circulate common/specific issues raised on this RFP and its 
responses thereto among other bidders as well. 

Modification and withdrawal of RFP: 

� Please note that the KVIC may, at its discretion, change the closing date, close the RFP, 
or revise the terms of reference, by issuing an amendment to this solicitation. 

� Nothing in this RFP shall be construed as an offer or legally binding commitment on 
the part of the KVIC, neither shall this RFP nor the Audit Firm's response to this RFP 

constitute a contract of any kind.  

� Accordingly, the KVIC may: (a) cancel this RFP at any time prior to the award of a 

Contract; (b) award a contract to any Audit Firm it selects in its sole discretion; and (c) 

decide not to award a contract to any or all audit firm/s for any reason whatsoever. 

� All Amendments to this RFP will be posted on the KVIC website: 

http://www.kvic.org.in . It is the Audit firm's responsibility to consult the KVIC 

website to ensure that they are aware of amendments to this RFP. 

� The KVIC may award one or more contracts on the basis of initial proposals received, 

without discussions or negotiations.  Therefore, each initial proposal should contain the 
Audit Firm's best terms from a cost and technical standpoint. The KVIC reserves the 

right (but is not under obligation to do so) to enter into discussions with one or more Audit 

Firms in order to obtain clarifications or additional detail, to suggest refinements in the 

technical proposal or other aspects of the proposal, or negotiate the cost proposal. 

� The KVIC will be under no obligation to reveal, or discuss with any Audit firm, how a 

proposal was assessed, or to provide any other information relative to the selection 

process. 
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Submission of proposal/s: 

� Audit firms are solely responsible for their own expenses, if any, in preparing and 
submitting an offer to this Request for Proposal. This would include any costs incurred 

during functional presentations and subsequent meetings and negotiations. 

� Audit firm whose proposals are not selected will be notified in writing of this fact, and 

shall have no claim whatsoever for any kind of compensation. 

� The KVIC reserves the right to invite short-listed Audit firms within the competitive 

range to make an oral presentation of their offers.  These presentations will be 

evaluated on the basis of the same criteria.  

Earnest Money Deposit 

� Bid Security i.e. Earnest money amounting to Rs. 20,000/- (Twenty thousand only) in the form 

of Demand Draft/Bankers Cheque drawn in favor of “Chief Executive Officer, KVIC, 

Mumbai-400 056 on any Scheduled Bank approved by Reserve Bank of India, must be 
submitted along with the Proposal. Earnest Money in any other form will not be accepted. 

� Proposals not accompanied by EMD shall be rejected. 

� No interest shall be payable by the Client for the sum deposited as EMD. 

� The EMD of the unsuccessful bidders would be returned within one month of finalization of 

the contract 

� The successful bidder’s EMD will be adjusted towards Performance Bank Guarantee to be 

furnished by the bidder at the time of signing the contract. 

� The EMD shall be forfeited in case of the following events: 

• If Proposal is withdrawn during the validity period or any extension agreed by 

the bidder thereof.  

• If the Proposal is varied or modified in a manner not acceptable to KVIC after 

opening of Proposal during the validity period or any extension thereof. 

• If the bidder tries to influence the evaluation process. 

Performance Bank Guarantee 

� Within 7 days of notifying the signing of the contract, the Audit Firm shall furnish a 

Performance Bank Guarantees (PBG), valid for 4 months as per format provided in Annexure 

7, amounting to 10% of the total contract value for the entire contract period as its 

commitment to perform services under the contract. 

� Failure to comply with the requirements shall constitute sufficient grounds for the forfeiture of 

the PBG. 

� The PBG shall be released within 60 days after the expiry of the contract provided there is no 

breach of contract on the part of the Audit Firm. 

� No interest will be paid on the PBG. 

Validity 

The proposal(s) must be valid for 60 days from the deadline for submission. 

Delivery of Proposals: 

Closing Date and Time:  All proposals in response to this RFP must be received by no 

later than 12:00 hours (Noon), Mumbai Time, on 18
th

 June 2011. 
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Technical and Financial Proposals:  The Technical Proposal is entirely separate from 

the Financial Proposal.  Inclusion of financial bid data in the technical proposal may lead 

to the rejection of the entire proposal.  

Submission by mail:  Proposals shall be submitted physically by mail, The subject line 

of the cover letter must read:  “your company’s name” for RFP: Audit of KVIC Khadi 

Institutions -(either Technical or Financial)”.  

Note: Faxed or email proposals are not acceptable. 

Proposals must be received no later than 18
th

 June 2011 (12.00 noon). Proposals which 
are submitted late or are incomplete or do not fully respond to this RFP will not be 

considered in the review process. 

APPLICATION SUBMISSION & EVALUATION CRITERIA 

The proposal shall be prepared in four separate parts: (1) Cover Letter, (2) Technical Proposal 

(technical aspects only); (3) the Financial Proposal (lump sum price for all costs and related 

issues) and (4) the attachments. 

The proposals shall be typed on letter size or A4 paper, single spaced with each page numbered 

consecutively. 

Audit Firms may propose one or more Khadi Institutions. Please note that proposals for each 

Khadi institution will be separately evaluated. The indicative list of Khadi Institutions is 
provided at Annex 4. The list contains 103 institutions which will be subjected to audit in the 

2
nd

  Phase. The information as to production and sales figures are given to enable the Audit 

firms to roughly assess the audit efforts. Please note that the level of audit effort required is 

expected to be different for khadi institutions categorized under Band 1, Band 2, Band 3 and 

Band 4. The banding will be based on the annual sales turnover for the years 2008-09/2009-10 
and provisional figures for 2010-11. Accordingly, the Audit firms may wish to make their 

proposals under specific bands that require different levels of audit efforts. 

Band 2009-10 sales turnover/ Production 

figures whichever is higher 

Estimated 

audit efforts 

Remarks 

Band 1 25 lakhs to less than 50 lakhs 52 man-days As per APM attached* 

Band 2 50 lakhs to less than 75 lakhs 56 man-days Incremental 4 man-days 

Band 3 75 lakhs to less than 1 crore 60 man-days Incremental 8 man-days 

Band 4 1 crore and above 65 man-days Incremental 13 man-days 

*the APM applies to all assignments with varying levels of audit efforts for different Khadi Institutions. The 

KVIC will consider all aspects of the proposal with the requirements of these institutions internally while 

allocating the assignments to different audit firms. 

Part 1: Cover Letter (3 pages) 

� A summary cover letter may outline the Audit Firm's competencies and experience to 

qualify for this assignment. The minimum experience of key audit staff should be 8 
years to be eligible for the evaluation of technical proposal. 

� Confirmation that the Audit firm is currently empanelled with the C&AG of India or 
the Reserve Bank of India (copy of the latest registration letter should be attached). The 

technical proposals of the firms not empanelled with C&AG & RBI will not be 
considered for evaluation. 
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� Confirmation that the Firm and /or proposed staff on the assignment do not have 

conflicts of interest in conducting audit of the proposed Khadi institution. 

Part 2: Technical Proposal – 10 pages (100 points) 

Proposals received will be evaluated in accordance with the evaluation criteria set forth 

by the KVIC/ADB.  

The evaluation criteria is explained with expanded matrix as laid out in the table below. 

� Experience and qualifications of the key audit personnel and their experience in 

successfully undertaking similar audit assignments in recent past as well as in 

applying best practices within the auditing standards. 

� Work plan, time-line and methodology to be deployed on the assignment and their 

relevance to the objectives of the management audit. 

� Understanding of the objective of the audit and the complexities involved in the audit 

of Khadi Institutions. 

� Institutional experience and past performance of the Audit firm in the conduct of 

similar assignments. 

The Auditor should attach the following documents along with the technical proposal 

�  Certificate for listing with CAG/RBI. 

� Bio data of the audit team members together with that of the Senior Audit 

Manager/Partner (refer to Annex 2) 

� Past performance information in relation to the firm (refer to Annex 3) 

� Letter informing about empanelment with C&AG/RBI 

� Confirmation as to absence of conflict of interest 

� EMD of Rs.20000/- is to be submitted in form of bank draft. 

Summary of Technical Score 

Key Personnel  (50 points) 

A. The Senior Audit Manager/ Partner will take responsibility for the audit 

assignment and for the deliverables to the KVIC. (S)He must 
20 

1. Be a professionally qualified accountant/auditor;  

2. Have at least 8 years experience as field level auditor;   

3. Have good working knowledge   

4. Be computer literate (use of MS-office suite);   

5. Have extensive  (at least 3 years) financial management and operational 

experience in the public sector and preferably of the Micro Small Medium 

Enterprises (MSME); and  

 

6. Be available in the field for the supervision of the audit team.  

B. The Team leader will be responsible for conducting the management audit 

and leading the team. (S)he should possess following minimum qualifications: 
20 

7. Have a minimum of six years professional experience in the field of 

assurance or advisory services. 
 

8. Have financial management and operational experience (at least 3 years) 

in the public sector and preferably in similarly placed institutions at the 

grass root levels. 
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Summary of Technical Score 

9. Have as a minimum a bachelors degree;  

10. Have good working knowledge of the English language;  

11. Be computer literate (MS-office suite); and   

12. Be available in the field throughout the audit  

13. (S)He should not be included in the proposal for more than 5 KIs  

C. The audit assistant/s should have the following minimum qualifications: (will 

be assessed collectively) 
10 

1. A minimum of three years of professional experience in the field of 

assurance or advisory services  
 

2. Have good working knowledge of the English language;   

3. Be computer literate (at least MS-word);   

4. Be available in the field throughout the audit  

5. Have financial management and operational experience (2 years) 

preferably in the public sector;  
 

6. (S)He should not be included in proposal for more than 2 KIs  

Work plan, time line & Methodology  20 

1. Methodology - Appreciation of the Assignment in general terms and 

specifically with reference to the audit of Khadi institutions 
 

2. Methodology – Techniques/ Methods/Approaches such as sampling 

methods, use of CAATTs, interviews. 
 

3. Work plan - displaying audit standards, procedures, requirements of the 

assignment 
 

4. Time plan and deliverables under the engagement  

Institutional Experience and past performance   30 

1. Proven and extensive audit experience in the Zone where the audit will be 

conducted. (please list at least 3 audit assignments in last 5 years) 
 

2. Proven and extensive experience conducting audits in the public sector 

(working with multiple sectors, such as international organizations, 

governments and preferably of the Micro-Small Medium Enterprises. 

(please list at least three examples)  

 

3. Quality assurance mechanisms in place to assure quality of work and 

deliverables to the KVIC. (include a note on the mechanism) 
 

Minimum 70 points must be scored in technical evaluation to qualify 

Part 3:  Financial proposal  

The financial proposal is to be submitted in the prescribed covering letter (Annexure 5 

alongwith Annexure 6). The financial proposal must cover all the services and must be clear 
and complete. The bidders must quote one lump sum price for each Khadi institution in which 

they are interested and capable to perform. 

Please note that no additional amount shall be payable under the contract and hence the Audit 

firms are requested to include all costs and taxes, duties and levies in connection with the 
proposed assignment in the lump sum price. 
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The evaluation of the financial proposal will be undertaken only for those audit firms that have 

secured 70 and above points in the evaluation of the technical proposal.  

 

Financial bid evaluation: 

The financial evaluation will be done on the following basis. 

� Technically qualified and lowest quote bidder in financial bid shall be awarded the 

contract.  

� The bidder has to accept all the terms & conditions of the bid. 

� In case two or more than two bidders have put same financial quote, the bidder with 

maximum technical score will be given the preference. 

 

***end*** 
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Annex 1 

Audit Planning Memorandum 

 

Asian Development Bank (ADB) Assistance  

Khadi Reform and Development Programme 

AUDIT PLANNING MEMORANDUM 
Management Audit of Khadi Institutions 

JUNE 2011 

1. INTRODUCTION  

1.1: As a precursor to the grant of financial assistance (under the ADB/GOI agreement) to the 

Khadi institutions through the KVIC; the agreement requires conducting of management 

audit to determine if the selected Khadi Institutions (KI) are the appropriate vehicles to carry 

the intended multi-dimensional reforms. Since the reforms are aimed at several aspects of 

development and marketing of Khadi and the associated issues of production, marketing, 

stocking and maintaining of quality standards; it is important that the viability of the 

selected khadi institutions is determined beforehand to ensure success of the intervention. 

Finally, the reforms must benefit the poor and self employed in the rural subsector to carry 

forward the vision of Mahatma Gandhi. Social audit issues must therefore be central to the 

evaluation of the Khadi Institutions as regards their approach to the poor and the 

unemployed in rural areas. 

1.2 As of date, there are approximately 1750 Khadi Institutions throughout the length and 

breadth of the country. These are presently operating at different levels of development. It 

has been decided to select 300 khadi Institutions for direct assistance under the reform 

programme. Others will benefit in different ways under the overall reform activities.  

1.3 Of the 300 Khadi Institutions, 57 KIs were initially selected under certain criteria for Phase 

1 operation. For the Second Phase management audit will be conducted for the KIs as per 

list appended (Annexure-4). 

1.4 The Audit Planning Memorandum therefore lays down the broad parameters of planning for 

the exercise and will serve as the document that will govern the management of audit 

assignments. The audit work will be performed by the Audit Firms selected for each Khadi 

Institutions. A separate Audit Programme to guide the audit firms in the execution of the 

management audit assignment is annexed. 

2. AUDIT OBJECTIVES 

2.1 The management audit of the Khadi Institutions (KIs) will mainly cover the following:- 

1. Infrastructure: Reviewing the adequacy, appropriateness and capacity of the 

infrastructure of the Khadi Institution.  

2. Financial: Reviewing the financial performance of the Khadi institution vis-à-vis 

compliance with rules and regulations, judging the reliability and integrity of the financial 

information and assessing the existence and effectiveness of the key internal controls that 

manage finance related issues. 

3. Management and Human Resources: Reviewing the management aspects of the Khadi 

institution and assessing the social audit perspectives with regard to the human resources 

such as humane working conditions, respect for environment, timely payment of wages 

and provident fund.  

4. Marketing of Khadi: Reviewing the marketing arrangements for Khadi and the 

mechanism in place for promotion of Khadi. The potential of the Khadi institution in 

terms of absorbing the 'marketing' related reforms and the capacity and capability of the 

institution will be determined. 
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5. Institutional Governance: Since the reforms aim at making the artisans a part of the 

reform activities; the review will address governance issues and the willingness of the 
existing management to mainstream the artisans, women and socially backward 

communities (social audit issues). The review will also track the past performance in 

terms of internalizing the several schemes of the KVIC and the Government of India and 

the extent of benefits from such schemes passed on to the artisans. 

3. AUDIT SCOPE 

3.1 The scope of the management audit will cover the financial year 2009-10/2010-11 in 

particular and the previous three years for data analysis, trend analysis and review of 

performance indicators as well as other generic tests as may be found necessary. The 

management audit will be conducted on-site broadly in lines with the Audit Programme 

(audit guidelines) to be prepared and shared with all the Audit firms.  

4. REPORTING 

4.1 The audit report will disclose material findings and observations of reportable conditions 

identified during the assignment. Each finding or observation will be supported by 

documentary evidence with reference to the condition, cause, effect and surrounding 

circumstances. Finding and observations will be accompanied by recommendations for 

corrective actions by management. 

4.2 Each finding and observation will be discussed with the auditee and management prior to 

the drafting of the report. Comments about these findings and observations from the auditee 

and management will be documented accordingly. A draft report will be furnished to the 

KVIC officer and the head of the Khadi Institution for review and comments. 

4.3 After consideration of the management’s comments, the final audit report and a table of 

recommendations will be issued to the Director of Audit, KVIC. 

5. AUDIT MANAGEMENT 

5.1 The audit field-work will be conducted by the assigned audit firm. The audit field-work 

performed by the audit firm will be appropriately monitored by its Senior Audit manager/ 

partner. Therefore award of management audit will be restricted to 4/5 institutions per 

Senior Audit Manager/Partner having 8 years minimum post qualification experience. 

5.2 The Audit firm will have the overall responsibility of the assignment and will manage and 
supervise all phases of the audit, namely the planning (partly), execution and reporting 

activities. The Senior Audit manager/ Partner will review the work of the audit team in 

relation to the quality of documentary evidence and the achievement of the management 

audit objectives. 

5.3 The Senior Audit Manager/Partner will ensure that professional judgment, wherever 

required, is provided in accordance with the requirements of the Audit Programme (audit 

guidelines). He will also arrange for a peer review on the audit work and related draft audit 

report within the Audit firm to ensure acceptable quality of the final report. 

5.4 The Senior Audit Manager/ Partner may contact Mr. R K Saha, Director of Audit, KVIC for 

resolution of strategic issues. A consultative group, Audit steering committee, has been 

established in relation to the audit matters within the KVIC under the leadership of Mr. A. 

D. Kamble, Accounts Officer (Audit), who would interface with the Audit Firms and the 

field directors. Accordingly, all routine queries such as logistics, documentation, 

Headquarter specific information could be addressed to Mr. A. D. Kamble, Accounts Officer 

(Audit). 

5.5 An information booklet will be provided to all the audit firms along with the Audit Planning 

memorandum and Audit Programme. It will also contain communication details and 

addresses. 
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6. TIME BUDGET OF THE ASSIGNMENT 

6.1 The substantive Audit Programme prepared by the Director of Audit with the assistance of the 

ADB consultant is annexed. An inception meeting if required will be held in KVIC for the 

benefit of all selected Audit firms wherein the essential features of the Audit Planning 

Memorandum and the Audit Programme will be explained. 

6.2 The duration of the remaining phases of audit, namely, execution and reporting is estimated to 

be around 52 man-days. The expected staffing arrangement and budgeted time are 

distributed as indicated in the table below. 

6.3 The table of budgeted time includes estimated three man-days for peer review of the report.  

 

 

Attachment 

Budgeted Time for each Audit Firm 
 

BUDGET (IN MAN DAYS)  

ACTIVITY Senior 

Partner 

Team 

leader 

Audit 

Assistant 
Total 

PLANNING 1 1  2 

Audit planning meetings, Risk analysis and 
documentation  

    

Audit Planning Memorandum     

Audit Programme     

Inception Meeting with Audit Firms 1 1 - 2 

EXECUTION 4 12 12 28 

Reviewing infrastructure 1 3 3 7 

Reviewing Financial performance 1 3 3 7 

Reviewing management and Human 

Resources 
0.5 2 2 4.5 

Reviewing marketing aspects 1 2 2 5 

Reviewing Governance issues in respect of 

Khadi Institution 

0.5 2 2 4.5 

REPORTING 8 9 5 22 

Review of Detail File and documentary 

evidence 
1 2 2 5 

Preparation of Draft Management Audit 

report 
2 3 3 8 

Conducting peer review for quality 2 1 - 3 

Preparation of Final management audit 

report 

3 3 - 6 

TOTAL 13 22 17 52 

Notes: 
The team members are expected to work concurrently, on that basis the assignment should be completed 

within 22 working days.. Incremental 4/8/13 days may be added for audit of Band 2, Band 3 and Band 4 

Khadi institutions. The number of days will have to be adjusted within the one month outer limit by 

increasing the manpower on the assignment. The expected duration is therefore about one month from 

the start of the audit irrespective of the band of the Khadi institution. 
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Annex 2 

Bio data of key audit staff 

(use one sheet for each staff member) 

1. Name 

2. Designation:  

3. Telephone 

Number/email 

 

4. Computer proficiency 5. English/local  

Language proficiency  

 

6. Education (include all college or university degrees)  

Name and Location of 

Institution 
Major Degree Date 

    

    

    

Employment History 

Position Title Employer’s name and address 

Point of contact and telephone 

Dates of 

employment 
(mm/yyyy) 

From          To 

    

    

    

13.  Specific Consultant Services 

(at least for last three years) 

Position Title Employer’s name and 

address 

Point of contact and 

telephone 

Dates of 

employment 

(mm/dd/yyyy) 

From         To 

Specific work 

performed that 

compares with this 

RFP 

     

     

     

     

Certification  

To the best of my knowledge, the above facts as stated are true and correct. 

Signature of Audit staff  

 

Date 
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Annex3 

Past Performance Information 

Please provide a list of three most recent contracts which closely matches the work to be 

performed under this RFP.  In the table below, please specify the amount awarded, period 

of performance, name, address, email and telephone number of the Company or contact 

person.  

The KVIC reserves the right to contact any persons listed here in order to gain a better 

understanding of the Audit Firm's past performance in delivering similar services to 

former clients. 

FORM FOR REFEREES 

Please use one form for each referee.(photocopy this form for additional referees) 

Audit Firm Name: (your organization’s name here) 

Information provided in response to RFP: Audit Services for KVIC – Khadi 

Institutions 

1. Contract Title: 

 

 

 

2. Total Contract Value: 
 

 

3. Period of Performance (must be within the 

last five years): 

 

4. Place of Performance/Location of Service 

Delivery: 

 

 

5.  Name of Client or Source of Funding: 

 

 

 

6. Client Reference: (Name, Position, Phone 

Number, Email Address) and relationship 

to the Activity 

 

 

 

7. Brief Description of Services: 
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Annex 4 

List of 103 Khadi Institutions to be audited in the 2nd 
 
 phase. 

    Rs. In lakhs  

2009-10 (Actual) 2010-11(Provnl.) Sr. 

No. 

Name of the Institution 

Prodn Sales Prodn Sales 

  AMBALA         

1 Ambala Khadi Ashram, Ambala City 31.28 74.41 64.43 90.00 

2 Hissar Khadi Ashram, Hissar 62.01 129.96 65.00 173.50 

  BANGALORE         

3 Karnataka Sarvodaya Sangh, 78, 

Ranga rao Road, Shankarpuram, 

Bangalore- 4. 76.63 148.65 107.90 165.39 

4 Khadi Workers Cooperative 

Producers Society, Rong, Dist. Gadag 

(KVIB) 101.36 85.20 101.95 8.00 

  CHENNAI         

5 Coimbatore North Sarvodaya Sangh, 

Coimbatore 122.21 243.31 140.00 275.54 

6 Erode Sarvodaya Sangh, Erode 122.09 86.47 150.00 125.15 

7 Gandhipuram Sarvodaya Sangh, 7th 

Street, Cross Cut Road, Gandhipuram, 
Coimbatore - 641012 

144.21 211.64 215.00 255.50 

8 Kadar Mangalam Sarvodaya Sangh, 

Chinnadharabram 64.21 63.71 77.00 80.86 

9 Kangayam Sarvodaya Sangh, 

Agraharam Street, Kangayam - 
638701, Erode District. 169.59 126.64 199.00 154.00 

10 Kethanur Sarvodaya Sangh, Vinobha 
Nagar, Udammalpet Main Road, 

Kethanur - 641 671, Coimbatore Dist. 
185.95 133.91 232.48 154.67 

11 Koduvai Sarvodaya Sangh, Vinobha 

Nagar, Pongalur (via), Koduvai - 638 

660, Coimbatore District. 
141.79 153.42 160.00 163.25 

12 Padiyur Sarvodaya Sangh, Padiyur - 

638701, Erode District 444.06 509.30 549.29 631.38 

13 Pollachi Sarvodaya Sangh, 36 

Venkatramana Street, Pollachi - 

642001, Coimbatore District 42.06 72.99 75.00 113.00 

14 Thanjavur Sarvodaya Sangh, 

Kumbakonam 95.33 208.60 200.00 412.00 

15 Tiruchirapalli Sarvodaya Sangh, J.P. 

Nagar Tirichi 120.61 389.14 179.00 477.00 

16 Tiruppattur Sarvodaya Sangh, 87, 

Gandhi Road, Tiruppattur - 635601, 

Vellore Dist. 171.71 156.59 165.00 171.00 

17 Tirupur Sarvodaya Sangh, Tirupur 76.98 45.51 97.00 61.00 



Request for Proposal – Audit Services Khadi Institution 

KVIC – June 2011 Confidential Page 18 of 92 

18 Udamalpet Sarvodaya Sangh, 

Coimbatore 57.81 39.04 80.00 87.00 

19 Uttukuli Sarvodaya Sangh, Uttukuli 75.13 64.37 93.00 90.30 

  DELHI         

20 Janta Gramodyog Samiti Nangloi, 

Delhi 33.65 53.28 47.43 56.88 

21 Khadi Gramodyog Samiti, X-35, West 

Patel Nagar, Delhi-8 64.75 95.00 85.00 99.00 

  GUJARAT (KVIB)         

22 Bharat Khadi Gramodyog Sangh, A/6, 

Marin Drive, Flats, Sterling Society, 
Drive in Cinema, Memnagar, 

Ahmedabad : 52. 128.00 99.14 135.20 115.00 

23 Gujarat Khadi Gramodyog Mandal, 

Gandhi Ashram, Ahmedabad 65.84 131.80 70.00 153.00 

24 Jari Resham Khadi Gram. Sangh, 

Khapatia Chakla, 9/1452-5359, Surat 73.18 115.47 85.41 162.86 

25 Mehata Khadi Udyog Gruh, C/O 

Vikas Vidyalaya, Wadhwan City, 

Dist. Surendranagar. 66.41 70.00 80.00 62.50 

26 Navjeevan Khadi Gramodyog Sewa 

Sangh, Palanpur, Dist. Banskantha. 71.31 51.56 100.00 58.50 

27 Saghan Kshetra Yojana, Vanda, 
Amreli 96.63 34.00 138.44 51.95 

28 Saghan Kshetra Yojna, Patdi- 382765, 
Dist. Surendranagar. Near Bus Stand. 68.35 46.31 107.10 79.26 

29 Sarvodaya Ashram, Madhi, Vijaipur, 

Dist. Mehsana 300.70 81.85 279.80 110.26 

30 Sarvodaya Ashram, Valam, Dist. 
Mehsana 49.16 66.94 50.00 139.10 

31 Saurashtra Gandhiji Gramodyog 
Trust, Gadhada, Dist. Bhavnagar 29.76 46.58 50.00 94.65 

32 Shri Mahila Khadi Gramodyog 

Pratishthan. 9, Shop. Sharda Society, 

Jintan Mad, Surendranagar- 363001. 
89.10 23.13 77.35 41.00 

33 Yogikrupa Khadi Gramodyog Vikas 
Sangh,22,Laxmikrupa Society, 

Modasa. Dt. Sabarkantha. 
34.00 134.00 100.00 145.65 

  GUWAHATI         

34 Tamulpur Anchalik Gramdhan Sangh, 

Kuwarikata  18.70 24.16 25.50 32.00 

  KOLKATA         

35 Jaluabadal Khadi O Resham J.B. 

Malik Parada, Malda 55.97 22.35 52.20 39.95 

36 Nabadwip Kutir Silpa Pratishthan , 

Nabadwip, Nadia 50.04 6.80 51.18 6.79 
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37 Nagar Resham Shilpa Samabaya 

Samiti Ltd., Nagar, Murshidabad 79.22 7.44 80.00 12.50 

38 Resham Khadi O Kutir Shilpa Samiti, 

Chota Sujapur, Malda 72.27 14.28 97.00 25.90 

39 Resham Kutir Silpa, Malda 71.13 15.51 70.00 26.00 

40 Natraj Khadi Shilpa Samiti, Kakatia, 

Malda 94.30 71.25 110.00 77.95 

41* Baswa Resham Shilpi Samabaya 

Sangha Ltd., Birbhum  (KVIB) 102.50 13.58 90.00 0.00 

42* Das Silk Khadi Samiti, Savanti Nagar, 

Murshidabad (KVIB) 56.56 4.88 60.00 9.74 

  LUCKNOW         

43 Shree Gandhi Ashram, 9, Shajanf 

Road, Hajarat Ganj, Lucknow. 18.17 206.72 28.11 278.62 

  MADURAI         

44 Gandhigram Khadi & VIPC Trust, 

Gandhigram- Dindigul. 79.59 101.39 84.40 119.18 

45 Madurai  West Sarvodaya Sangh, 

Tirumangalam- 625 709 79.12 144.88 103.00 176.40 

46 Nanguneri Sarvodaya Sangh, Seva 

Sangar, Tirunelvelli 43.12 44.34 68.00 56.10 

47 Ramanathapuram District  Sarvodaya 

Sangh, 66-67 Kandhadai Street, 

Sriviuipathur : 626125. 131.59 207.55 214.00 298.00 

48 Shankarankoil Sarvodaya Sangh, 

Shankarankoil 114.39 110.32 142.00 151.73 

49 Tiruchendur Sarvodaya sangh, 

Tiruchendur 27.13 55.61 38.00 68.05 
50 Tuticorin Sarvodaya Sangh, Tuticorin 53.96 66.14 72.20 76.10 

  MEERUT         

51 Gramoday Kshetra Vikas Samiti, 

Datiyana, Ghaziabad 78.45 94.33 85.00 92.50 

52 Khadi Gramodyog Vikas Samiti, 

Salakna, Muradabad 108.80 120.48 115.50 135.75 

53 Khadi Sewa Ashram, Naya Bans, 

Santinagar Etah 87.20 87.43 70.00 88.00 

54 Kshetriya Shree Gandhi Ashram, 

Bannadevi, Aligarh 170.41 395.76 239.00 554.00 

55 Kshetriya Shree Gandhi Ashram, 

Etawah 47.24 119.96 67.49 170.53 

56 Kshetriya Shree Gandhi Ashram, 

Shikohabad, Firozabad 42.02 172.11 160.00 206.93 

57 Panchal Sewa Sansthan, Dhanwa, 

H.O. 75, Brijesh Nagar 103.78 138.16 102.00 159.42 

58 Shanti Niketan, Nagia Popi, Abagrh 

House, P.O. Road, Etha 167.16 121.68 125.00 127.33 
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59 Shiv Navchetna Khadi Gramodyog 

Sansthan, Vill. Asadpur, PO 

Khandhala Dehat, Muzaffarnagar 250.20 123.23 306.00 123.00 

  NAGPUR         

60 Gram Sewa Mandal, Gopuri, Wardha 42.64 63.59 45.42 81.65 

  PATNA         

61 Saran Zilla Khadi Gr. Sangh, 

Salimpur, Chhapra, Saran 14.40 51.70 24.00 58.00 

62 Sitamarhi Zilla Khadi Gramodyog 
Sangh, Sitamarhi. 34.53 62.27 46.00 74.00 

63 Saharsa Zilla Khadi Gr. Sangh, 

Saharsa 22.80 90.38 30.00 123.00 

  PUNJAB         

64 Kshetriya Punjab Khadi Mandal, PO 

Kharar -140 301. 93.16 204.19 130.00 260.00 

65 Kshetriya Punjab Khadi Mandal, 
Sujanpur 22.48 48.57 37.00 53.96 

66 Punjab Khadi Mandal, PO Adampur, 
Doaba - 144102. 18.37 63.08 40.00 90.51 

  RAIPUR         

67 Bastar Zilla Khadi Gramodyog Sangh, 

Mayamunda, Warel, Jagadalpur 72.54 68.61 91.00 78.00 

68 Champa Khadi Gramodyog Mandal, 

Champa, Dist. Jhanjgir 98.97 60.83 126.54 58.96 

69 Gram Seva Samity, Kachaheri 

Chk,Raipur 39.13 84.24 59.00 94.00 

70 Mahamaya Khadi Ashram, Bilaspur 84.17 28.89 80.00 30.00 

71 Mahila Hastshilpa 

Sansthan,Katghora,Korba 361.06 72.24 350.00 70.00 

72 Sarvodaya Samiti, Sarguja, 

Ambikapur, Dist. Sarguja 47.10 59.33 55.00 77.00 

  RAJASTHAN BIKANER         

73 Khadi Gramodyog Pratisthan, Rani 

Bazar, Bikaner (Raj) 164.65 149.86 178.00 218.00 

74 Khadi Mandir, Near Public Park, 

Bikaner, (RAJ.) 65.08 60.60 92.00 99.00 

75 Shikar Zilla Khadi Gramodyog 

Samity, Ringas, Sikar 33.46 48.92 49.00 58.41 

  RAJASTHAN JAIPUR         

76 Dhaulpur Zilla Khadi Gr. Samity, 

Dhaulpur 41.44 35.85 40.00 59.00 

77 Hadoti Khadi Gr. Samiti, Chonga Ki 

Baodi, Kota 39.24 86.63 73.00 130.62 

78* Iras Khadi Gramodyog Utpadak 

Sahakari Samiti Ltd., Rayala, Dist. 
Bhilwara 

 396.54 332.17 290.00 200.00 
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79 Khadi Gramodyog Samiti, Sikandara, 

Dausa 70.31 56.83 71.00 71.27 

80 Nav Nirman Sangh, Bhupalpura, 

Gandhi Dham, Udaipur 42.63 68.31 53.00 88.00 

81 Rajasthan Khadi Sangh, Chomun, 

Khadi Baug, Jaipur 255.42 487.03 300.00 615.00 

82 Rajsthan Sarvodaya Sansthan, Jaipur 39.64 145.24 40.00 114.00 

83 Sewa Sadan, Bhilwara 27.01 54.38 41.00 67.00 

84 Sri Gandhi Sewa Sadan Society, 

Bayana, Bharatpur 99.62 206.15 156.00 220.84 

85 Tonk Jilla Khadi Gr. Samiti, Tonk - 

304 001 99.49 114.95 145.00 213.25 

86 Udyog Mandir, Amer 130.10 227.24 152.00 296.99 

  RAJASTHAN KVIB         

87 Ajmer Merwara Gram Sewa Mandal, 

Ajmer 51.36 107.74 62.00 101.00 

88 Bhanswara Zilla Sewa Sangh, 

Paratatur, Bhanswara 44.00 208.05 50.00 217.20 

89 Kshetriya Samagra Lok Vikas Sangh, 

Bikaner 57.16 40.57 75.00 59.00 

  RANCHI         

90 Khadi Gramodyog Sangh, Dhanbad 45.97 160.67 45.00 189.50 

91 Khadi Gramodyog Sangh, 
Singhbhum, Jamshedpur 32.35 101.12 60.00 146.86 

92 Mahadev Smarak Khadi Gramodyog 

Mandal, Namkum, Ranchi 40.00 70.00 32.50 72.00 

93 Raneshwar Samagra Vikas Parishad, 

Dumka 63.16 67.31 74.95 70.00 

94 Santhal Paragana Gramodyog Samiti, 

Deoghar 81.50 122.23 105.00 157.50 

  SIMLA         

95 Khadi Gramodyog Samiti, Nerwa 

(Chaupal), Distt. Shimla (HP) 74.24 155.44 99.80 94.43 

  TRIVANDRUM         

96 Cannanore Sarvodaya Sangh, 

Chettankunnu, Thalasseri, Kannur - 

670101 148.82 263.05 132.72 281.92 

97 Kerala Gandhi Smaraka Nidhi, 

Thycadu, Trivendrum 89.37 173.53 95.10 238.93 

98 Palakkaad Sarvodaya Sangh, 

Ottapalam, P. B. No. 101, Palakkaad - 

679 101 40.79 64.89 74.45 106.09 

99 Trivandrum Sarvodaya Sangh, 

Gramodaya, M.G. Road, Trivandrum 

 

 

 39.48 46.98 74.35 106.09 
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  VARANASI         

100 Kambal Gruh Udyog Sahakari Samiti 

Ltd., Deva Bairanpur, Ghazipur 94.83 83.89 109.00 100.00 

101 Khadi Gramodyog Vikas Samiti, 

Marui, Varanasi 93.50 104.02 90.00 120.00 

102 Kshetriya Shree Gandhi Ashram, 

Akbarpur, Ambedkarnagar 179.22 615.88 280.00 629.00 

  VIZAG         

103 Swarajya Sangh, Krishnapuram 52.84 6.42 63.00 17.50 
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Annexure 5 – Cover Letter Financial Proposal 

 

 

To, 

Director (Audit) 

Khadi and Village Industries Commission 

Gramoday", 3, Irla Road, Vile Parle (West), 

Mumbai, PIN-400 056. Maharashtra, India 

Sir, 

Ref: Financial Proposal – “Audit Services for KVIC – Khadi Institutions”. Tender No: 
Audit/KRDP/Phase II/2011-12 

 

We are hereby submitting our complete Financial Proposal. The amount is inclusive of all taxes, 

duties, charges and levies, as applicable and payable under the local laws and subject to all 

statutory deductions applicable, if any. 

 

Our Financial Proposal shall be binding upon us subject to the modification resulting from 

Contract negotiations made by the Authority at its discretion up to expiration of the validity 

period of the Proposal, i.e. 18
th
 September 2011. 

 

We understand you are not bound to accept any Proposal you receive. 

We remain, 

Yours sincerely, 

 

Signature………………………………. 

In the capacity of……………………… 

Duly authorized to sign Proposal for 

And on behalf of……………………….. 

Date………………….. Place…………………. 
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Annexure 6 – Price Schedule 

 

 

 

PRICE SCHEDULE  
 

We quote our firm prices for the assignment in accordance with the KVIC tender document no: 

Audit/KRDP/Phase II/2011-12  

 

 

Name of the Khadi Institution Amount in figures Amount in words 

   

 

Yours sincerely,  

 

Authorized Signatory:  

Name and Title of Signatory:  

Name of the Firm:  

Address: 
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Annexure 7 – Format for Bank Guarantee 

 

To 

Chief Executive Officer 

Khadi and Village Industries Commission 

Gramodaya", 3, Irla Road, Vile Parle (West), 

Mumbai, PIN-400 056. Maharashtra, India 

 
In consideration of KVIC, Mumbai acting through ________ (hereinafter referred to as KVIC 

which expression shall include his successor and assignees) having awarded to <name> 

(hereinafter referred to as the “Audit Firm”” which expression , wherever the subject or context 

permits, includes its successors and assignees ) a contract for <name of the project> in terms of 

inter-alia KVIC ‘s letter No.----Date---- (hereinafter called “the Contract.”) and other General 

Terms and Conditions and upon the condition of the “Audit Firm” furnishing Security for the 

“Audit Firm” liability under and in connection with the said contract up to a sum of  Rs.-------- 

amounting to 10% of the total cost. 

 

1. We ______________________ (hereinafter referred to as the Bank or the said bank) and 

having our registered office at _____________ do hereby jointly and severally undertake to 

guarantee the payment to KVIC in rupees forthwith on demand in writing and without any protest 

or demur any or all monies payable by the “Audit Firm” to KVIC in respect of or in connection 

with the said contract inclusive of all KVIC losses and damages and costs. (inclusive between 

attorney and client) charges, and expenses and other moneys anywise payable in respect of the 

above as specified in the notice of demand made by KVIC to the Bank with reference to this 

guarantee up to an aggregate limit of Rs. _____________. 

 

2. We ______________________ further agree that KVIC shall be the sole judge of and as to 

whether the said “Audit Firm” has committed any breach or breaches of any of the terms and 

conditions of the said contract and the extent of loss, damages, charges and expenses caused to or 

suffered by or that may be caused to or suffered by KVIC on account thereof and the decision of 

KVIC that the “Audit Firm” has committed such breach or breaches and as to the amount or 

amounts of loss, damage, costs, charges and expenses caused to or suffered by KVIC from time 
to time shall be final and binding on us. 

 

3. KVIC shall have the fullest liberty without reference to the bank and without effecting in any 

way the liability of the said Bank under this guarantee to take any other security in respect of the 

obligation and liabilities hereunder or to vary the contract/ work to be done there under vis-à-vis 

the “Audit Firm” or to vary the prices of the total contract value or to release or forbear from 

enforcement of all or any other security or any other securities now or anytime held by KVIC and 

such arrangements with the “Audit Firm” or release or forbearance whatsoever shall absolve the 

bank of the full liability to KVIC hereunder or prejudice the rights of KVIC against the bank. 

 

4. The guarantee shall not be determined or affected by the liquidation or winding up of, 

dissolution or change in constitution or insolvency of the “Audit Firm” but shall in all respect and 

for all purposes be binding and operative until payment of all moneys payable to “Audit Firm” in 

terms thereof. 

 

5. The bank hereby waives all rights at any time inconsistent with the terms of this guarantee and 

the obligations of the bank in terms hereof shall not be in anywise affected or suspended by 

reasons of any dispute or disputes having been raised by the “Audit Firm” (whether or not 

pending before any arbitrator, Tribunal or court) or purporting to stop or prevent any payment by 

the bank to KVIC in terms thereof. The Bank’s liability under these presents being absolute and 

unequivocal. 
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6. The amount stated in any notice of demand addressed by KVIC to the bank as liable to be paid 

to KVIC by the “Audit Firm” or as suffered or incurred by KVIC on account of any losses, 
damages, costs, charges and expenses shall be conclusive evidence of the amount so liable to be 

paid to KVIC or suffered or incurred by “Audit Firm” as the case may be and in terms hereof. 

 

7. This guarantee / undertaking shall be in a continuing guarantee / undertaking and shall remain 

valid and irrevocable for all claims of KVIC and liabilities of the “Audit Firm” arising up to and 

until midnight of……….  

 

8. This guarantee/ undertaking shall be in addition to any other guarantee or security whatsoever 

that KVIC may now or any time anywise may have in relation to the “Audit Firm” obligations or 

liabilities under and/or in connection with the said contract, and KVIC shall have full authority to 

have recourse to or enforce this security in preference to any other guarantee or security which 

KVIC may have or obtain and not forbearance on the part of KVIC in enforcing or requiring 

enforcement of any other security shall have the effect of releasing the bank from its full liability 

hereunder. 

 

9. It shall not be necessary for KVIC to proceed against the said “Audit Firm” before proceeding 

against the Bank and the guarantee herein contained shall be enforceable against the bank 

notwithstanding that any security which KVIC may have obtained or obtain from the “Audit 

Firm” shall at the time when proceedings are taken against the said bank hereunder be 

outstanding or unreleased. 

 

10. We the said bank undertake not to revoke this guarantee during this currency except with the 

consent of KVIC in writing and agree that any change in the constitution of the said bank shall 

not discharge our liability hereunder. 

 

11. Notwithstanding anything contained herein above, our liability under this guarantee shall be 

restricted to Rs………………and this guarantee shall remain in full force till…………….. and 

unless a claim is made on us within ……. Months from the date i.e. before………… all the 

claims under this guarantee shall be forfeited and we shall be relieved of and discharged from our 

liabilities hereunder. 

 

 

Dated………………. Day of ………………. 2011. 

Name of Bank: ------------------------------------ 

Address: ------------------------------------ 

Date: ------------------------------------ 

 

 

*** 
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Annexure 8: Certificate of Management Audit from institution on letter head of 

the institution.(To be attached with the report) 

 

 

C E R T I F I C A T E 

 

 

This is to certify that Shri._____________________ and his team of 

M/s________________ Chartered Accountant firm from <Address> have visited 

institution<Name of the Institution>for conducting the Management Audit as per 

assignment letter no._________ dtd.________. The audit team has conducted the audit 

w.e.f. ________ to ________. 

 

 

         Signature of the Secretary 

                       Name of the Secretary 

                              Seal 

 

Counter Signature of Audit Team Leader 
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PROFORMA FOR BACKGROUND INFORMATION OF KHADI 

INSTITUTIONS TO BE ASSISTED UNDER KHADI REFORM 

DEVELOPMENT PROGRAMME (KRDP) FROM ASIAN 

DEVELOPMENT BANK 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Request for Proposal – Audit Services Khadi Institution 

KVIC – June 2011 Confidential Page 29 of 92 

 

PART – I 
GENERAL INFORMATION  

 
 

Name of the institution with full 
postal address (Village, Post, 
District, Taluka, State) and pin 
code  

 
 
 
 
 

Phone No. with STD code 
 

 

Name of the Chairman with 
phone no. (Landline and 
mobile) 
 

 

Name of the Secretary with 
phone no.(Landline and 
mobile)  
 

 

Period covered (financial year)   
 

Category (as per KVIC)  (‘A+’ / ‘A’ / ‘B’) 

Category  
(as per performance, 
assessed by the audit party)  
 

 
 
 

Status of the institution  Normal / Problematic  
 

Registration Details   

Khadi Certificate (enclose 
copy)  

No. __________________________ 
Valid upto _____________________ 
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Polyvastra Certificate(enclose 
copy) 

No. __________________________ 
Valid upto _____________________ 
 

Financed by  KVIC / KVIB  
 

Name of the functionaries 
vested with financial / 
managerial powers  

 

Name Designation Period 
Sphere 
of work 

    

    
 

 
Activities  

 

 

Khadi V.I. Sr. 
No. Particulars Cotton/ 

Muslin 
Silk Woolen Poly 

Other 
V.I. 

Production – semi-finished 
goods  

     

Production – finished goods       

Processing Unit       

Marketing       

Others       
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Details of infrastructure   
 

a) Spinning Centre   
 

Production of yarn No. of Spinners 
Sr. 
No. 

Name of the 
Centre 

Qty. 
(Kgs.) 

Value 
(Rs. in 
lakhs) 

Total  
no. of 
spinners 

Working 
spinners 

Pass book 
issued  

Average 
wages 
per day 

Average 
working 
days in a 
year 

Traditional Charkha (variety wise position may be given separately)  
COTTON / MUSLIN / SILK / WOOL / POLYVASTRA 

        

        

        

        

        

Total        

New Model Charkha (NMCs/Reeling Unit Silk)  
(variety wise position may be given separately)  
COTTON / MUSLIN / SILK / WOOL / POLYVASTRA 

        

        

        

        

        

Total         

 

b) Weaving Centre   
 

Production of yarn No. of Weavers 
Sr. 
No. 

Name of the 
Centre 

Qty. 
(Nag/ 
Mtrs.) 

Value 
(Rs. in 
lakhs) 

Total 
no. of 
weavers 

Working 
weavers 

Pass  
book 
issued  

Average 
wages 
per day 

Average 
working 
days in a 
year 

Traditional Looms (variety wise position may be given separately)  
COTTON / MUSLIN / SILK / WOOL / POLYVASTRA 
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Total        

Improved Looms (variety wise position may be given separately)  
COTTON / MUSLIN / SILK / WOOL / POLYVASTRA 

        

        

        

        

        

Total         

 

c) Sales outlets   
 

Retail Sales (Rs. in lakhs) 
Sr. 
No. 

Place of outlet Rebate Cotton/ 
Muslin 

Woolen Silk Poly Total 

 Normal      

 Special      

 Total       
 

d) No. of implements   
 

Sr. 
No. 

Implements 
Total  

available 
Working Idle 

Traditional charkha – Cotton    

NMC cotton     

NMC woolen     

Muslin units     

Reeling units (Silk)    

NMC polyvastra     

Cotton Khadi 
looms(Traditional/Improved)  

   

Silk Khadi looms     

Woollen Khadi looms     

Polyvastra looms     
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Land and building details  
 

 

a) Availability of land and building   
 

Sr. 
No. 

Location of land / building 
Area  

(in sq. ft.) 
Value  

(Rs. in lakhs) 

    

   

   

   

   
 

Equitable Mortgage Details  :  

 

Sr. 
No. 

Description of property 
Value  

(Rs. in lakhs) 

  

  

  

  

  

   
Hypothecation Deed Details  : 

 

 

Sr. 
No. 

Particulars  
Value  

(Rs. in lakhs) 

Khadi  

V.I.  

Total  
 

Production Performance (per 
annum) 

:  
 

a) Production (Rs. in lakhs) :  
 

Production of yarn Production of Khadi 
Sr. 
No. 

Year Cotton/
Muslin 

Woolen Silk Poly 
Cotton/ 
muslin 

Woolen Silk Poly 

Target 

2006-07         

2007-08         
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2008-09         

2009-10         

Actual Performance 

2006-07         

2007-08         

2008-09         

2009-10         

 

Retail Sales (Rs. in lakhs) :  

 

Target Retail sales  
Sr. 
No. 

Year Cotton/
Muslin 

Woolen Silk Poly 
Cotton/ 
muslin 

Woolen Silk Poly 

2006-07         

2007-08         

2008-09         

2009-10         

 

Whole Sales (Rs. in lakhs) :  

 

Target Whole sales  
Sr. 
No. 

Year Cotton/
Muslin 

Woolen Silk Poly 
Cotton/ 
muslin 

Woolen Silk Poly 

2006-07         

2007-08         

2008-09         

2009-10         

 

 

 

 

Position of Closing Stock  
(position as on 31.03.2010) 

 

 

Vastragar/ 
Central 
Godown 

Production 
centre 

Bhandars Others Total Sr. 
No. 

Particulars 

Sale- Shop- Sale- Shop- Sale- Shop- Sale- Shop- Sale- Shop-
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able soiled able soiled able soiled able soiled able soiled 

Cotton           

Sliver/Ro
ving  

          

Cotton           

Poly           

Cocoon            

Wool            

Yarn  

Tradl. cotton           

NMC cotton           

NMC poly           

Silk           

Woollen           

Finished Khadi 

Cotton Khadi           

Woollen Khadi           

Silk Khadi            

Polyvastra           

Others (VI)           

Total           
 

Source of raw material procured by 
the institution  

 

 

Weight  
(in Kgs.) 

Purchase value  
(Rs. in lakhs) 

Sr. 
No 

Particulars 

06-07 07-08 08-09 09-10 06-07 07-08 08-09 09-10 

CSP of KVIC         

Govt. Agencies 
(CCI/Mkt/Fed) 
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Registered Traders          

Certified Khadi 
instns 

        

Private 
traders/cultivators  

        

Others if any         

Total          
 

PART – II 
Financial Information 

 

 

Financial results for the last 5 years   

          (Rs. in lakhs) 

Gross Overheads Net 
Sr. 
No.

Year 
Profit Loss 

Establishm
ent 

Other Profit Loss 

       

2006-07       

2007-08       

2008-09       

2009-10       
 

Latest Position of available funds  
(Position as on 31.03.________) 

 

(Rs. in lakhs) 

Own  KVIC CBC 
Bank 
Financ
e 

Other  Total  

      

 

Position of Bank Finance   

 

 
2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10 

ISEC 
issued 

     

CC limit      

BF 
availed 
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Bank Account details  
(Where CC account is maintained. If 
not availing Bank Finance, please 
indicate the bank and branch where 
major transactions are made)   

 
 
 
 

 

Sr. 
No. 

Name of the Bank and Branch 
Account 
No. 

Type 
CC Account / 
Non CC 
Account 

Mode of bank 
operation  

(single / jointly) 

     

     

     
 

 

 

Whether the institution is capable to 
avail additional bank finance from 
the bank  
 
If yes, certificate may be obtained 
from the concerned bank  
 

YES / NO  
 
 

Position of liquid cash / bank 
balance  

 
 

Whether the institution is repaying 
the principal amount as well as 
paying the interest of CBC loan 
regularly  
 

a) If YES Give details :-  

YES / NO 
 
 
 

 

 

Sr. 
No. 

Heads 
Principal 
(in Rs.) 

Interest 
(in Rs.) 

Original availment     

Due as on 01.04.2009   

Due during the year 2009-10   

(-) Repayment of principal during 2009-10   

(-) Repayment of Interest upto 2009-10   

Outstanding as on 31.03.2010   
 

b) If no, reason thereof   : 
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Position of filing of income tax and 
sales tax (VAT), return etc.  

 
 
 
 

Position of JBY coverage, 
remittance of AWFT of artisans and 
PF of salaried workers  
 

 

a) Artisans   
 

Year  Total 
artisans 

Artisans 
covered in 

JBY 

Artisans 
covered in 
AWFT 

Total wages 
(Rs.) 

Total 
amount of 
AWFT  
(Rs.) 

Amount of 
AWFT 

remitted to 
Trust (Rs.)  

2006-07       

2007-08       

2008-09       

2009-10       
 

b) Salaried workers  
 

Yea
r 

Total 
workers 

Worker
s 

covere
d in PF 

Total 
salary 
(Rs.) 

Amount 
of PF 
(Rs.) 

Amount 
remitte
d to PF 
(Rs.) 

2006-07      

2007-08      

2008-09      

2009-10      
 

Status of utilization of working fund 
and grant  provided by KVIC, 
including CBC, BF, MDA, PRODIP, 
workshed scheme etc. as on 
31.3.2010  
 

 

a) Working Fund   
 

Scheme 
funds 

Original 
received   

Closing 
Balance as 
on 31.03.10 

Amount of 
utilization  

Surplus 
fund  

Shortfall 

KVIC-Khadi       

KVIC-VI      

CBC-Khadi      

BF-Khadi       
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BF-VI      

Others      

Total      
 

b) Grant   
 

Scheme Year 
Amount 
received  

Amount 
utilized  

Balance  
Amount of 
balance 
refunded to KVIC  

Remarks 

2007-08      

2008-09      PRODIP 

2009-10      

2006-07      

2007-08      MDA 

2008-09      

2008-09      
Workshed 

2009-10      

      

      Others 

      
 

Maintenance of accounts   
 

a) Manual 
 

 

b) Computerized 
 

 

c) Other   
  
d) System of internal audit  YES / NO 

 

e) Compliance with statutory 
formalities  

 
 

Financial data for preceding 3 years   
 

a)  Analysis of balance sheet  
     (Pl. see format as annexure) 
 

 

b)  Net worth  
 

 

c)  Copy of the audited balance sheet  

d) Debt Equity Ratio  
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e)  Position of capital to Net worth   

f)  Gross profit ratio   

g)  Net profit ratio   
 

h)  B. E. P.   
 

i)  D.S.C.R.  
 

j)  Position of working capital cycle in a 
year  

 
 
 

k) Whether any adverse remarks or 
qualification in Audit report has been 
made in last five years. 

 

 

l)  Diversion of funds, if any.  

m)  Regularity / irregularity of CC accounts 
of the institution 

 
 
 

n)  Position of Sundry Debtors  
 

i) Less than one year  
 

ii) Less than 2 years  
 

iii) Less than 3 years  
 

iv) Repeated bad debts 
 

 

o) Whether Khadi certificate was 
suspended at any time  

 

p) Whether Khadi certificate was 
cancelled at any point of any time  

 
 
 

q) Whether the institution had filed any 
court case against KVIC/KVIB 
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r)  Contingent liability, if any   

s) Average payment period to sundry 
creditors 

  

 

t)  Disposal of Land / Building if any with 
the permission of KVIC / without 
permission of KVIC.  
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PART – III 
Marketing Information 

  

Formulation of overall marketing 
plan 
(Give brief note)  
  

 
 

Assignment of outlet-wise and 
salesman-wise target (Latest year) 
 

Year : …………………………… 

 

Retail sale target & Achievement Total 

Khadi Poly V.I. Name of 
outlet 

Target 
Achieve-
ment 

Target 
Achieve-
ment 

Target 
Achieve-
ment 

Target 
Achieve-
ment 

Deployment 
of manpower 
(no. of staff) 

          

          

          
 

Location of outlets up-keeping and 
maintenance of outlets  
 

 

 

Sr. 
No.

Name and place of the 
outlets 

Location of outlet 
(Capital, District, 
Taluka etc.)   

Up keeping and 
maintenance of 
outlets (*)  

Use of common 
signage, logo etc. 

    

    

    

    

    

(*) Kindly mention whether the outlet was renovated during last 3 years.  
 

Position of maintenance of outlet 
records / stock  

 
 

 

Maintenance of 
stock 

If computerized extent of 
comp. 

System of old stock 
disposal 

Sr. 
No.

Name and 
place of 
outlet Physical Compute

rized 
Stock Billing Bar Code Recycle 

amount in 
Discount 
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Incentive plan for sales personnel 
through  

 
 

a) Training and development  
 

 
 
 

b) Exposure visit    
 
 

c) Other   
 
 

  
Position of publicity arrangement   
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PART – IV 
Human Resource Development 

Information 
 
 

STAFF 
 

 

System of recruitment  
 

 
 

Assignment of authorities and 
responsibilities 
 

 
 
 

Assessment of performance  
 

 
 

Training and Development  
 

No. of salaried workers and daily 
wage workers 
 

 
 
 

Remittance of EPF in respect of all 
salaried workers to EPF 
Commissioner 

 

System of payment to the salaried 
workers and daily wage workers : 

 

a) Cash or through Bank or PO Account 
 

 
 

b) In due time (i.e. monthly basis) or 
credit  

 

 

c) Details of pending salary, if any  
 
 

ARTISANS  

Position of payment of wages 
regularly as per KVIC approved 
rates of cost chart. If no, give reason 
in detail 
 

YES / NO 

Payment of wages is made through 
Bank or PO Account.                  

YES / NO 
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If not give reasons.  
 
Employment and extension of social 
security benefits such as JBY, AWF 
and Workshed to Khadi artisans  

 

(No. of persons) 

Artisans covered  Sr. 
No. 

Particulars Total no.  
of artisans JBY AWFT Workshed 

Scheme 

Workers 
covered in 

PF 

Spinners       

a) Full time      

b) Part time       

Weavers      

Other artisans       

Total       

Supervisory and allied 
staff  

     

 

Availability of basic facilities / 
amenities such as health, 
sanitation, crèche etc. at Production 
Centres 
 

YES / NO 

Status of formation of SHGs and 
participation in Management    
If no, give future plan  
 

YES / NO 

MANAGEMENT  

  

Is institution conducting regular 
meeting 

YES / NO 

Institution maintained records of 
meetings as per rule 

YES / NO 

Is institution circulate the minutes of 
meeting to all concerned in time 

YES / NO 

Position of accountability towards 
performance (No. of persons 
against whom action taken during 
last 3 years) 
 

 

Position of continuity and  
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consistency in the management 
(No. of changes in Management 
Committee during last 5 years)  
 
Story of succession Plan (in brief) 
 

 

Presence of social audit system if 
any. 

 
 

PART – V(A) 
Physical Verification and Field 

Inspection Report 

 

SPINNING CENTRE 
 

Name and address of production 
centre taken for inspection  
 

 
 
 
 

Name and designation of Centre 
Incharge and other workers  
 

 

Availability of raw material   
 

 

As per record 
As per physical 
verification 

Shortage / Excess 
Sr. 
No. 

Raw material 

Kg. 
Value 
(in Rs.) 

Kg. 
Value 
(in Rs.) 

Kg. 
Value 
(in Rs.) 
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Maintenance of record   
 

a) Record updated as on date  
  
 If no, give details  

 
 

YES / NO 

b) Cash balance tallied with cash book at 
the time of inspection  
 

If no, give details  
 

YES / NO 

c) Whether wages are paid regularly on 
dealing date.  
 

If not, specify reason  
 

YES / NO 

d) AWFT deducted from all artisans  
 

If no, give reasons  

YES / NO 

  
Details of artisans (spinners)  

a) Traditional   
 

Total 
registered 
spinners 

Presently 
working 

No. of 
spinners 
whom 
passbook 
issued 

Terms of 
wages / 
payment 
(cash / kind 
/ credit) 

Payment 
through 
Bank / PO 

Remarks 

      
 

b) NMC   
 

Total 
registered 
spinners 

Presently 
working 

No. of 
spinners 
whom 
passbook 
issued 

Terms of 
wages / 
payment 
(cash / kind 
/ credit) 

Payment 
through 
Bank / PO 

Remarks 
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Details of verified spinners   
 

a) Traditional   
 

 

Raw material as 
per spnrs. 
ledger 

Raw material as 
per pass book Sr. 

No. 

Name and 
address of 
spinner with 
registration 
number  

Variety Kg. Variety Kg. 

Pass  
book 

available 
or not  

Wages 
as per 
Spnr. 
Ledger 

Wages 
as per 
pass 
book 

Difference 
if any 

         

         

         

         

         

Note : At least 25% production centre and artisans must be verified as per random 
basis.   

 

b) NMC  
 

Raw material 
as per spnrs. 

ledger 

Raw material 
as per pass 

book 
Sr. 
No. 

Name and 
address of 
spinner with 
registration 
number  

Variety Kg. Variety Kg. 

Pass  
book 

available 
or not  

Wages 
as per 
Spnr. 
Ledger 

Wages 
as per 
pass 
book 

Differenc
e 

if any 

         

         

         

         

         
Note : At least 25% production centre and artisans must be verified as per random basis.   
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7. Observations of the inspection team   
8. Remarks of the Centre Incharge / 

Secretary if any  
 

 
 
 
 
 

Signature with date of the  
Incharge of the Spinning Centre /  
Secretary of the Institution  

Signature with date of the  
Inspection Team  
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PART – V(B) 
Physical Verification and Field 

Inspection Report 
 

WEAVING CENTRE 
 

1. Name and address of production 
centre taken for inspection  
 

 
 

 
2. Name and designation of Centre 

Incharge and other workers  
 

 

3. Availability of raw material and 
semi-finished products   

 
 

 

As per 
record  

As per 
physical 
verification 

Shortage / 
Excess 

Raw 
material 

Nag / 
Kg. 

Value 
(in Rs.) 

Nag/Kg. 
Value 
(in Rs.) 

Nag/ 
Kg. 

Value 
(in Rs.) 

       

       

       

       

       
 

4. Maintenance of record   
 a)  Record updated as on date or not  
 If no, give details  

YES / NO 

 b) Cash balance tallied with cash book 
at the time of inspection  

 If no, give details  

YES / NO 

 c) Whether wages are paid regularly on 
dealing date.  

 If not, specify reason  

YES / NO 

 d) AWFT deducted from all artisans  
If no, give reasons  

YES / NO 

 

5. Details of artisans (spinners)  
 a) Traditional   
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Total 
registered 
weavers 

Presently 
working 

No. of weavers 
whom passbook 

issued 

Terms of wages / 
payment (cash / 
kind / credit) 

Payment 
through Bank 

/ PO 

Remarks 

      
 

 b) Improved  
 

Total 
registered 
weavers 

Presently 
working 

No. of weavers 
whom passbook 

issued 

Terms of wages / 
payment (cash / 
kind / credit) 

Payment 
through Bank 

/ PO 

Remarks 

      
 

6. Details of verified weavers / 
artisans  

 
 

 a) Traditional   
 

Raw material as 
per wvrs. ledger 

Raw material as 
per pass book 

Sr. 
No. 

Name and 
address of 
weavers with 
registration 
number  

Variety Kg. Variety Kg. 

Pass  
book 

available 
or not  

Wages 
as per 
Wvrs. 
Ledger 

Wages 
as per 
pass 
book 

Differen
ce 

if any 

         

         

         

         

         
Note : At least 25% production centre and artisans must be verified as per random 
basis.   

 

b) Improved  
 

Raw material as 
per weavers 

ledger 

Raw material as 
per pass book 

Sr. No. 

Name and 
address of 
weavers with 
registration 
number  

Variety Kg. Variety Kg. 

Pass  
book 

available 
or not  

Wages 
as per 
Wvrs. 
Ledger 

Wages 
as per 
pass 
book 

Differen
ce 

if any 

i)          

ii)          

iii)          

iv)          

v)          
Note : At least 25% production centre and artisans must be verified as per random basis.   
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7. Observations of the inspection team   
8. Remarks of the Centre Incharge / 

Secretary if any  
 

 
 
 

Signature with date of the  
Incharge of the Weaving Centre /  
Secretary of the Institution  

Signature with date of the  
Inspection Team  
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PART – V(C) 
Physical Verification and Field 

Inspection Report 

 

CENTRAL VASTRAGAR / GODOWN 

 
 

1
. 

Location of the Central Vastragar / 
Central Godown 
 

 

2
. 

Cotton available as on date of 
inspection  

 
 

 a) As per books  
 

 

 b) Physical verification   
   
3
. 

Sliver / roving available as on date  
 

 

 a) As per books  
 

 

 b) Physical verification   
 

4
. 

Yarn available as on date of 
inspection  
 

 

 a) As per books  
 

 

 b) Physical verification  
 

 

5
. 

Value of cloth available  
 

 

 a) As per books  
 

 

 b) Physical verification  
 

 

 
 
Name, designation and signature 
with date of the Incharge of the 
Central Vastragar / Central 
Godown / Secretary of the 

institution 

Name, designation and  
signature with date of the  

Inspection Team  
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PART – V(D) 
Physical Verification and Field 

Inspection Report 

 

SALES BHANDARS /KHADI 

BHANDARS 
 

1. Address of the Bhandar (Telephone 
No.)  
 

 

2. Whether own building or rented ?   
 

3. What is the stock value as per record  Rs. ______________________ 
 

4. Physical stock is seen or not ?  YES / NO 
 

5. Verification of few varieties of stock 
at random basis as per stock register 

 
 
 

 a)  Varieties chosen for verification   
 
 

 b) Remarks as to physical availability and 
its agreement with stock register 
maintained  

 

 
 
 
 
 
 

6. Whether any sale made on the date 
of visit ?  
 

 

 a)  What is the sale made as on date of 
visit  

 

 

 b) Physical availability of stock, for 
effecting such reported sales ?  

 

 

 c)  Physical availability of cash received 
out of such sales ?  

 

 

7. Deposit of sale proceeds in the banks 
(for institution availing Bank Finance 

 
 



Request for Proposal – Audit Services Khadi Institution 

KVIC – June 2011 Confidential Page 55 of 92 

in particulars for routing through CC 
accounts)  
  

 
 
 

8. What is the cash balance as per cash 
book? Whether cash balance is in 
agreement with the book balance ?  

 

 
 
 
 
 
Name, designation and signature 
with date of the Incharge of the 
Sales Bhandar / Khadi Bhandar / 
Secretary of the institution 

Name, designation and  
signature with date of the  

Inspection Team  
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KKKK....VVVV....IIII....CCCC....: : : : 

General Terms General Terms General Terms General Terms 

and Conditions and Conditions and Conditions and Conditions 

of contractof contractof contractof contract    

Audit of Khadi 

institutions 

Directorate of Audit 
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General Terms and Conditions of Contract 

1. LEGAL STATUS: The Audit firm shall be considered as having the legal status of an 

independent Audit firm vis-à-vis KVIC. The Audit firm's personnel and sub-contractors 

shall not be considered in any respect as being the employees or agents of KVIC.  

2. SOURCE OF INSTRUCTIONS: The Audit firm shall neither seek nor accept instructions 
from any authority external to KVIC except the ADB Audit consultant in connection with 

the performance of its services under this Contract. The Audit firm shall refrain from any 
action which may adversely affect KVIC and shall fulfill its commitments with the fullest 

regard to the interests of KVIC.  
3. AUDIT FIRM'S RESPONSIBILITY FOR EMPLOYEES: The Audit firm shall be 

responsible for the professional and technical competence of its employees and will select, 

for work under this Contract, reliable individuals who will perform effectively in the 

implementation of this Contract, respect the local customs, and conform to a high standard 

of moral and ethical conduct.  
4. ASSIGNMENT: The Audit firm shall not assign, transfer, pledge or make other disposition 

of this Contract or any part thereof, or any of the Audit firm's rights, claims or obligations 
under this Contract except with the prior written consent of KVIC. 

5. SUB-CONTRACTING: In the event the Audit firm requires the services of sub-contractors, 
the Audit firm shall obtain the prior written approval and clearance of KVIC for all sub-

contractors. The approval of KVIC of a sub-contractor shall not relieve the Audit firm of 
any of its obligations under this Contract. The terms of any sub-contract shall be subject to 

and conform to the provisions of this Contract.  
6. OFFICIALS NOT TO BENEFIT: The Audit firm warrants that no official of KVIC has 

received or will be offered by the Audit firm any direct or indirect benefit arising from this 

Contract or the award thereof. The Audit firm agrees that breach of this provision is a 

breach of an essential term of this Contract.  

7. LIQUIDATED DAMAGE: If the Audit Firm fails to perform as per the milestones/timelines 

mentioned in the Project Plan, KVIC shall be entitled to recover from the Audit Firm 

liquidated damages of [1%] for each day of delay in achievement of milestones by the 

Audit Firm subject to an overall limit of [5%] of the aggregate gross payment to be made 

by KVIC to the Audit Firm under this Agreement. This remedy is without prejudice to the 

other legal and equitable rights and remedies available to KVIC for a breach of this 

Agreement by the Audit Firm 

8. INDEMNIFICATION: The Audit firm shall indemnify, hold and save harmless, and 
defend, at its own expense, KVIC, its officials, agents, servants and employees from and 

against all suits, claims, demands, and liability of any nature or kind, including their costs 
and expenses, arising out of acts or omissions of the Audit firm, or the Audit firm's 

employees, officers, agents or subcontractors, in the performance of this Contract. This 
provision shall extend, inter alia, to claims and liability in the nature of workmen's 

compensation, products liability and liability arising out of the use of patented inventions 
or devices, copyrighted material or other intellectual property by the Audit firm, its 

employees, officers, agents, servants or subcontractors. The obligations under this Article 
do not lapse upon termination of this Contract.  

9. INSURANCE AND LIABILITIES TO THIRD PARTIES:  

9.1 The Audit firm shall provide and thereafter maintain insurance against all risks in 
respect of its property and any equipment used for the execution of this Contract.  

9.2 The Audit firm shall provide and thereafter maintain all appropriate workmen's 

compensation insurance, or its equivalent, with respect to its employees to cover 

claims for personal injury or death in connection with this Contract.  

9.3 The Audit firm shall also provide and thereafter maintain liability insurance in an 

adequate amount to cover third party claims for death or bodily injury, or loss of or 
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damage to property, arising from or in connection with the provision of services 

under this Contract or the operation of any vehicles, boats, airplanes or other 

equipment owned or leased by the Audit firm or its agents, servants, employees or 
sub-contractors performing work or services in connection with this Contract.  

10. ENCUMBRANCES/LIENS: The Audit firm shall not cause or permit any lien, attachment 
or other encumbrance by any person to be placed on file or to remain on file in any public 

office or on file with KVIC against any monies due or to become due for any work done or 
materials furnished under this Contract, or by reason of any other claim or demand against 

the Audit firm.  
11. TITLE TO EQUIPMENT:  Title to any equipment and supplies that may be furnished by 

KVIC shall rest with KVIC and any such equipment shall be returned to KVIC at the 

conclusion of this Contract or when no longer needed by the Audit firm. Such equipment, 

when returned to KVIC, shall be in the same condition as when delivered to the Audit firm, 

subject to normal wear and tear. The Audit firm shall be liable to compensate KVIC for 

equipment determined to be damaged or degraded beyond normal wear and tear.  

12. COPYRIGHT, PATENTS AND OTHER PROPRIETARY RIGHTS: KVIC shall be entitled 

to all intellectual property and other proprietary rights including but not limited to patents, 

copyrights, and trademarks, with regard to products, or documents and other materials 

which bear a direct relation to or are produced or prepared or collected in consequence of 

or in the course of the execution of this Contract. At the KVIC's request, the Audit firm 

shall take all necessary steps, execute all necessary documents and generally assist in 

securing such proprietary rights and transferring them to KVIC in compliance with the 

requirements of the applicable law.  
13. USE OF NAME, EMBLEM OR OFFICIAL SEAL OF KVIC The Audit firm shall not 

advertise or otherwise make public the fact that it is a Audit firm with KVIC, nor shall the 
Audit firm, in any manner whatsoever use the name, emblem or official seal of KVIC, or 

any abbreviation of the name of KVIC in connection with its business or otherwise.  
14. CONFIDENTIAL NATURE OF DOCUMENTS AND INFORMATION  

14.1 All maps, drawings, photographs, mosaics, plans, reports, recommendations, 

estimates, documents and all other data compiled by or received by the Audit firm 
under this Contract shall be the property of  KVIC, shall be treated as confidential and 

shall be delivered only to  KVIC authorized officials on completion of work under 
this Contract.  

14.2 The Audit firm may not communicate at any time to any other person or authority 
external to  KVIC, any information known to it by reason of its association with  

KVIC which has not been made public except with the authorization of  KVIC; nor 

shall the Audit firm at any time use such information to private advantage. These 
obligations do not lapse upon termination of this Contract.  

14 FORCE MAJEURE; OTHER CHANGES IN CONDITIONS: 

14.1  Force majeure, as used in this Article, means acts of God, war (whether declared or 

not), invasion, revolution, insurrection, or other acts of a similar nature or force which 

are beyond the control of the Parties.  

14.2  In the event of and as soon as possible after the occurrence of any cause constituting 

force majeure, the Audit firm shall give notice and full particulars in writing to KVIC, 

of such occurrence or change if the Audit firm is thereby rendered unable, wholly or 

in part, to perform its obligations and meet its responsibilities under this Contract. 

The Audit firm shall also notify KVIC of any other changes in conditions or the 

occurrence of any event which interferes or threatens to interfere with its performance 

of this Contract. The notice shall include steps proposed by the Audit firm to be taken 

including any reasonable alternative means for performance that is not prevented by 

force majeure. On receipt of the notice required under this Article, KVIC shall take 
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such action as, in its sole discretion; it considers appropriate or necessary in the 

circumstances, including the granting to the Audit firm of a reasonable extension of 

time in which to perform its obligations under this Contract.  

14.3  If the Audit firm is rendered permanently unable, wholly, or in part, by reason of 

force majeure to perform its obligations and meet its responsibilities under this 

Contract, KVIC shall have the right to suspend or terminate this Contract on the same 

terms and conditions as are provided for in Article 15, "Termination", except that the 

period of notice shall be seven (7) days instead of thirty (30) days.  

15. TERMINATION  

15.1  Either party may terminate this Contract for cause, in whole or in part, upon thirty 

days notice, in writing, to the other party. The initiation of arbitral proceedings in 

accordance with Article 16 "Settlement of Disputes" below shall not be deemed a 

termination of this Contract.  

15.2  KVIC reserves the right to terminate without cause this Contract at any time upon 15 
days prior written notice to the Audit firm, in which case  KVIC shall reimburse the 

Audit firm for all reasonable costs incurred by the Audit firm prior to receipt of the 

notice of termination.  

15.3  In the event of any termination by KVIC under this Article, no payment shall be due 
from KVIC to the Audit firm except for work and services satisfactorily performed in 

conformity with the express terms of this Contract. The Audit firm shall take 
immediate steps to terminate the work and services in a prompt and orderly manner 

and to minimize losses and further expenditures.  

15.4  Should the Audit firm be adjudged bankrupt, or be liquidated or become insolvent, or 

should the Audit firm make an assignment for the benefit of its creditors, or should a 

Receiver be appointed on account of the insolvency of the Audit firm, KVIC may, 

without prejudice to any other right or remedy it may have, terminate this Contract 

forthwith. The Audit firm shall immediately inform KVIC of the occurrence of any of 

the above events.  

16.  SETTLEMENT OF DISPUTES: 

16.1 Amicable Settlement: The Parties shall use their best efforts to settle amicably any 

dispute, controversy or claim arising out of, or relating to this Contract or the breach, 

termination or invalidity thereof. Where the parties wish to seek such an amicable 

settlement through conciliation, the conciliation shall take place in accordance with 

the procedure as may be agreed between the parties.  

16.2 Arbitration: Unless, any such dispute, controversy or claim between the Parties 

arising out of or relating to this Contract or the breach, termination or invalidity 
thereof is settled amicably under the preceding paragraph of this Article within sixty 

(60) days after receipt by one Party of the other Party's request for such amicable 
settlement, such dispute, controversy or claim shall be referred by either Party to 

arbitration in accordance with the Arbitration Rules then obtaining, including its 

provisions on applicable law. The Parties shall be bound by any arbitration award 

rendered as a result of such arbitration as the final adjudication of any such 

controversy, claim or dispute.  

17.  CHILD LABOUR  

17.1  The Audit firm represents and warrants that neither it, nor any of its sub-contractors if 

any is engaged in any practice inconsistent with the rights set forth in the Convention 
on the Rights of the Child, including Article 32 thereof, which, inter alia, requires that 
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a child shall be protected from performing any work that is likely to be hazardous or 

to interfere with the child's education, or to be harmful to the child's health or 

physical mental, spiritual, moral or social development.  
17.2  Any breach of this representation and warranty shall entitle KVIC to terminate this 

Contract immediately upon notice to the Audit firm, at no cost to KVIC.  

18  OBSERVANCE OF THE LAW: The Audit firm shall comply with all laws, ordinances, 

rules, and regulations bearing upon the performance of its obligations under the terms of 

this Contract. 

19 AUTHORITY TO MODIFY No modification or change in this Contract, no waiver of any 
of its 

provisions or any additional contractual relationship of any kind with the Audit firm shall 

be valid and enforceable against KVIC unless provided by an amendment to this Contract 

signed by the authorized official of KVIC.   

                                                                   ***end*** 
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Agreement for provision of Audit services  
 

This Audit services Agreement ("Agreement") is made and effective [DATE], 
 

BETWEEN: [Audit firm NAME] (the "Service provider"), a firm of 

Chartered Accountants organized and existing under the laws 
of the [State/Province] of [STATE/PROVINCE], with its head 

office located at: 

   [COMPLETE ADDRESS] 
 

AND: Khadi and Village Industries Commission ("KVIC"), a 

commission organized and existing under the laws of the 
[State/Province] of [STATE/PROVINCE], with its head office 
located at: 

 
   Gramodaya, 3, Irla Road, Vile Parle, Mumbai 400056 

RECITALS  

Service Provider is engaged in providing audit services, under the name 

[insert firm name] with PAN number [INSERT], and its Business License 
Number is [INSERT]. Service Provider has complied with all Union 
Government, State government, and local laws regarding business permits, 

sales permits, licenses, reporting requirements, tax withholding 
requirements, and other legal requirements of any kind that may be required 
to carry out said business and the Scope of Work which is to be performed as 

a Service Provider pursuant to this Agreement. Service Provider is or remains 

open to conducting similar tasks or activities for clients other than the KVIC 
and holds themselves out to the public to be a separate business entity.  

KVIC desires to engage and enter into contract with the Service Provider to 
perform certain tasks as set forth below. Service Provider desires to enter 
into this Agreement and perform as a Service Provider for the KVIC and is 

willing to do so on the terms and conditions set forth below.  
NOW, THEREFORE, in consideration of the above recitals and the mutual 

promises and conditions contained in this Agreement, the Parties agree as 
follows:  

1. TERMS  

This Agreement shall be effective commencing [DATE], and shall continue 
until terminated at the completion of the Scope of Work which shall occur no 
later than [DATE] or by either party as otherwise provided herein. This 

agreement shall be read in conjunction with the attached terms and 
conditions of contract which document is an integral part of this agreement. 

2. STATUS OF SERVICE PROVIDER: 

The status of service provider is that of an independent contractor and be 

regulated as laid down in the general terms and conditions of contract 
attached herewith. 
 

3. TASKS, DUTIES, AND SCOPE OF WORK 

a. Service Provider agrees to devote as much time, attention, and energy 

as necessary to complete or achieve the scope of work and deliverables 
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as laid down as set forth in the Audit Planning Memorandum and Audit 

Programme (audit guidelines), including but not limited to, work being 

performed already or related change orders. Service Provider shall not 

be entitled to engage in any activities which are not expressly set forth 

by this Agreement.  

4. ASSURANCE OF SERVICES  

a. Service Provider will assure that the following individuals (the "Key 

Employees") will be available to perform, and will perform, the Services 

hereunder until they are completed (identify by title and name as 

applicable):  

[NAME OF KEY EMPLOYEE, TITLE] 
[NAME OF KEY EMPLOYEE, TITLE] 

b. The Key Employees may be changed only with the prior written approval 

of the KVIC, which approval shall not be unreasonably withheld. 

5. PERFORMANCE OF SERVICES 

Service provider will be required to execute and report on the work 
performed within the deadline date indicated in the Agreement. Failure to 

perform shall attract penalty of 5% of the awarded contract amount per 
week of the delay. A delay of 30 days or more may result in the termination 
of the contract at the discretion of the KVIC at the cost of the contractor. 

The Contractor will be required to obtain and provide to the KVIC a 

performance guarantee from the banking institution in the sum equal to 
10% of the awarded contract amount within a week’s time after issue of 

the offer letter from the KVIC.  The guarantee should be made valid for 

three months. 

6. COMPENSATION 

a. Service Provider shall be entitled to compensation for performing those 

tasks and duties related to the Scope of Work as follows:  

The Audit Programme (guidelines) lays down the scope, timing and 

extent of management audit to be conducted. 

b. Such compensation shall become due and payable to Service Provider in 

the following time, place, and manner: 

The contractor is required to submit the Final report together with the 
supporting documents to KVIC within the time period stated in the 
agreement. KVIC shall thereafter effect payments to the Contractor 

upon acceptance of the invoices submitted by the Contractor. 

7. NOTICE CONCERNING WITHHOLDING OF TAXES  

Service Provider recognizes and understands that it will receive related tax 
statements, and will be required to file corporate and/or individual tax 

returns and to pay taxes in accordance with all provisions of applicable Union 

and State law. Service Provider hereby promises and agrees to indemnify the 
KVIC for any damages or expenses, including attorney's fees, and legal 



Request for Proposal – Audit Services Khadi Institution 

KVIC – June 2011 Confidential Page 64 of 92 

expenses, incurred by the KVIC as a result of Service Provider's failure to 

make such required payments. 

8. TERMINATION 

This Agreement may be terminated prior to the completion or achievement of 

the Scope of Work as laid down in the attached general terms and condition 
of contract. 

9. NON-DISCLOSURE OF PROPRIETARY INFORMATION 

a. Service Provider agrees not to disclose or communicate, in any manner, 

either during or after Service Provider’s agreement with KVIC, 

information about KVIC, its operations, clientele, or any other 

information, that relate to the business of KVIC including, but not 

limited to, the names of its customers, its marketing strategies, 

operations, or any other information of any kind which would be deemed 

confidential, a trade secret, a customer list, or other form of proprietary 

information of KVIC. Service Provider acknowledges that the above 

information is material and confidential and that it affects the 

profitability of KVIC.  

b. Service Provider understands that any breach of this provision is a 

material breach of this Agreement. To the extent Service Provider feels 

they need to disclose confidential information, they may do so only after 

obtaining written authorization from [AN OFFICER] of the KVIC.  

10. LEGAL COMPLIANCE 

Service Provider is encouraged to treat all KVIC employees, customers, 
clients, business partners and other affiliates with respect and responsibility. 

Service Provider is required to comply with all laws, ethical codes and KVIC 
policies, procedures, rules or regulations, including those forbidding sexual 
harassment, discrimination, and unfair business practices. 

11. GOVERNING LAW 

This Agreement shall be governed by, and construed under, the laws of the 
State of Maharashtra.  

 
IN WITNESS WHEREOF, the parties hereto have executed this Agreement as 

of the date first above written. 
 

KVIC      SERVICE PROVIDER 

 
            

  

Authorized Signature Authorized Signature 

 

            
  

Print Name and Title Print Name and Title 
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Khadi Reform & Development 

Programme 

 

Guidelines For 
 

Management Audit Of  
 

Khadi Institutions 
 

 

 

IIND PHASE 
 

Khadi & Village Industries Commission 

Mumbai-400 056 
 

 

 

 

AUDIT PROGRAMME (AUDIT GUIDELINES) 

 Done By W/P Ref. Budget 

hours 

Background    

As a precursor to the grant of financial assistance (under 

the ADB/GOI agreement) to the Khadi institutions 

through the KVIC; the agreement requires conducting of 

management audit to determine if the selected Khadi 

Institutions (KI) are the appropriate vehicles to carry the 

intended multi-dimensional reforms. Since the reforms 

 WP 1  
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are aimed at several aspects of development and 

marketing of Khadi and the associated issues of 

production, marketing, stocking and maintaining of 

quality standards; it is important that the viability of the 

selected khadi institutions is determined beforehand to 

ensure success of the intervention. Finally, the reforms 

must benefit the poor and self employed in the rural 

sector. Social audit issues must therefore be central to the 

evaluation of the Khadi Institutions as regards their 

approach to the poor and the unemployed in rural areas. 

As of date, there are approximately 1750 Khadi 

Institutions throughout the length and breadth of the 

country. These are presently operating at different levels 

of development. It has been decided to select 300 khadi 

Institutions for direct assistance under the reform 

programme. Others will benefit in different ways under 

the overall reform activities.  

Of the 300 Khadi Institutions, 57 KIs have been selected 

under Phase 1 operation. In the 2nd phase 103 no. of 

institutions have been taken. 

Statistics and other information    

Refer to the Pro-forma filled in by each selected Khadi 

Institution. At the macro-level, read the essential 

statistical information contained on the website of the 

KVIC including the Annual reports of KVIC. 

Refer to the background information provided during the 

inception meeting conducted by the KVIC (with the 

assistance of the ADB consultant) for the Audit firms. 

 WP-2  

Planning the Audit    

1. Auditor Assignment and Independence Statement page. 

2. Prepare and send a letter for an entrance meeting with the 

Khadi Institution under review. 

3. Prepare an audit plan and include a time budget for the 

preliminary survey work. 

4. Conduct an in-house review of the following: 

a) Financial Data 

b) Internal Policy & Procedures Manuals 

c) Applicable Rules, Laws and Regulations, and 

d) Prior internal audit reports and management comments 

- significant 

5. Schedule and hold an entrance conference with the Khadi 

Institution.  Obtain the name of the departmental contact 

person and secure a place from which to conduct the 

fieldwork portion of the audit. 

6. Begin Preliminary Survey by interviewing the appropriate 

personnel in the representative (at least two) Khadi 

Institution.  

7. Review and document management System (Include 

control points, such as the location within the system of 

approvals, authorizations, segregation of duties, 

supervision, reconciliations, use of computers, exception 

 WP-3 

WP-4 

 

WP-5, 

 

WP-6 

WP-7 

WP-8 

WP-9 

 

 

WP-10 

 

 

WP-11 

 

 

 

WP-12 
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reports, etc.) 

8. After gaining an understanding of various functions, 

conduct transaction walk-through.  Revise documentation. 

9. Prepare a survey memo listing the strengths and 

weaknesses of the system.  Discuss the areas of greatest 

risk and exposure to the Organization.  Also, include 

suggested audit objectives and test procedures.  Discuss 

with Senior Audit manager/Partner. 

10. Prepare the audit program and include a time budget and 

estimated completion date.  Index the preliminary survey 

file and turn in for review.  

11. Clear review notes and revise the audit programme, if 

necessary. 

(Note: The audit programme, below, has been prepared 

based on major areas as listed above. The Audit 

programme could be adapted in most institutions, but 

may need changes depending upon the specific 

conditions obtaining in each Khadi Institution) 

 

 

WP-13 

 

 

 

WP-14 

 

WP-15 

Audit Scope    

Based on the work performed during the preliminary 

survey and the assessment of risk, the audit period will 

cover the operations of the Khadi institution for the year 

2009-10 in particular and for the previous two years for 

review of trends and analysis. 

   

Audit Objectives    

1. Assessing Infrastructure: Reviewing the adequacy, 

appropriateness and capacity of the infrastructure of 
the Khadi Institution. 

 WP-16  

2. Financial Performance: Reviewing the financial 

performance of the Khadi institution vis-à-vis 

compliance with rules and regulations, judging the 

reliability and integrity of the financial information 

and assessing the existence and effectiveness of the 

key internal controls that manage finance related 
issues. 

 WP-17  

3. Review of Management and Human Resources: 

Reviewing the management aspects of the Khadi 
institution and assessing the social audit perspectives 

with regard to the human resources such as humane 
working conditions, respect for environment, timely 

payment of wages and provident fund. 

 WP-18  

4. Review of Marketing of Khadi: Reviewing the 

marketing arrangements for Khadi and the mechanism 

in place for promotion of Khadi. The potential of the 
Khadi institution in terms of absorbing the 'marketing' 

related reforms and the capacity and capability of the 
institution will be determined. 

 WP-19  

5. Institutional Governance: Since the reforms aim at  WP-20  
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making the artisans a part of the reform activities; the 

review will address governance issues and the 

willingness of the existing management to mainstream 

the artisans, women and socially backward 

communities. The review will also track the past 

performance in terms of internalizing the several 

schemes of the KVIC and the Government of India 
and the extent of benefits from such schemes passed 

on to the artisans.  

Audit risks (significant) Risk 

The Khadi Institution may not have the infrastructure that 

is adequate for absorbing reforms, or it may require 

sizeable outlay of funds, or may be seriously encumbered, 

to mention the few risks.  

 

The Khadi Institution's past financial performance may not 

hold out assurance as to utilization of additional funds as 
its capital structure could be weak, BEP very high being 

unattainable, history of poor cash management and that it 
is characterized by heavy debts, poor banking practices. 

 

The Khadi Institution may not be managing its human 

resources well, lack the training and appropriate skill sets, 
lack the initiative and drive and the artisans are not enabled 

adequately. 

 

The Khadi marketing approach needs coherence, direction 

and guidance as well as the proper marketing plan. Its 

history is characterized by huge inventory of products, 

lacking variety in products, low outlay on marketing 
efforts. The institution may lack the vision in terms of 

capturing/developing the market for its products and the 
appropriate monitoring and course correction strategies. 

 

The Khadi institution structures, policies and procedures 

are designed to restrict its management in few hands and it 
lacks the vision in absorbing the reforms that require 

partnership with artisans. The management is archaic and 

there is no appreciable evidence to show initiative towards 

reforms. 

 

 

1. Audit objective: Assessing Infrastructure Risk 

 1.1 Ensure availability of land and 
buildings (L&B), their valuation and 

existence of proper mortgage papers (if 
any)  

M 

 1.2 Reviewing the availability and capacity 

of the Spinning centres, weaving 

centres and sales outlets. 

 

 1.3 Ensure that adequate, safe and secure 

infrastructure is available for storage, 

record, retrieval and maintenance of 
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inventory and that the inventory 

management practices are adequate. 

1.1 Ensure availability of land and buildings (L&B), their valuation 

and existence of proper mortgage papers (if any)  

W/P ref 

 Sub-

para 

Audit steps  

 1.1.1 Analytical Review Procedures: 

Review the figures used in the balance sheet of the 

KI for last three years and inquire into the significant 

variations. (compare the Pro-forma figures with the 

general ledger ) 

New mortgages, changes in the existing papers for 

last three years to be documented with values.   

 

 1.1.2 Detail tests: 

Check the title deeds for all original ownership/lease 

deeds of L&B.  

Ascertain if the KI purchased and sold any L&B 

during the last three years and the mode of financing 

the transaction.  

 

 1.1.3 Review the valuation method used for the land and 

Buildings and reconcile the figures with financial 

statements. 

 

 1.1.4 Check the mortgage papers and establish their 

validity with reference to the value received in return 

for the mortgage/changes to the mortgage papers. 

 

 1.1.5 Inquiry Procedures: 

Inquire in to the reasons for change in valuation 

method for land and buildings. 

 

 1.1.6 Inquire as to the procedure applied before resorting 

to changes in valuation method and whether such 

procedure was authorized under the relevant rules of 

the KI. 

 

 1.1.7 Leading practices: 

Please document and report if you observe that the 

KI under audit have successfully implemented any 

leading practice that is innovative in the 

management of L&B as worthy of adoption by other 

Khadi institutions. 

 

1.2 Reviewing the availability and capacity of the Spinning centres, 

weaving centres and sales outlets. 

W/P ref 

 Sub-

para 

Audit steps  

  General: 

Spinning centre produces yarn by deploying 

spinners on traditional charkhas and/or on New 

Model Charkhas. The yarn produced may be 

categorized as Cotton, Muslin, Silk, Wool and 

Polyvastra. The capacity of the Spinning centre is 

typically expressed in terms of quantity of yarns that 

could be produced with available charkhas and 
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number of spinners.  

 1.2.1 Analytical Review procedures: 

Review the information provided in the Pro-forma 

and verify from actual records. Prepare the status of 

traditional and New model charkhas as under 

'working condition', 'damaged' and 'unserviceable' 

for three years for the institution. Based on the trend 

analysis, determine the likely capacity of the KI in 

terms of quantity of yarn that could be produced.  

 

 1.2.3 Review the actual production under various 

categories and compare the figures with the capacity 
at hand. (Significant variations to be inquired into 

and reported) 

 

 1.2.4 Review the spinners deployed over the last three 

years (either on home-working basis and/or in the 

work-sheds and/or spinning centres). Chart the 
actual deployment (month-wise) for last one year to 

determine the lowest and highest capacity utilization 

in terms of spinners. 

 

 1.2.4 Detail tests: 

Select on a random sample basis, 3 traditional and 3 

New model charkhas from the register and test their 

existence by tracing them to the Spinning 

centre/spinners at home/work-shed. 

Select on the same basis, 3 traditional and 3 New 

Model charkhas from the Spinning 

Centre/spinners/work-shed and trace them to the 

register (test of completeness) 

 

 1.2.5 Select a sample of 5 spinners on a random basis 
from the register of spinners and perform following 

tests to determine accountability and transparency 
with regard to payment of wages. 

� Number of days worked by each and the amount 
of wages paid as per register of wages.  

� Interview the same (as far as possible) sample 

spinners and confidentially enquire about the 

wages actually paid to them vis-à-vis the actual 

deployment. 

 

  General: 

Weaving centres produce cloth from the yarn by 

deploying weavers on Traditional looms and/or on 

Improved looms. The cloth produced may be 

categorized as Cotton, Muslin, Silk, Wool and 

Polyvastra. The capacity of the weaving centre is 
typically expressed in terms of meters of cloth that 

could be produced with available looms and number 

of weavers. 

 

 1.2.6 Analytical Review procedures: 

Review the information provided in the Pro-forma. 
Verify the information from actual records. Review 
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the weavers deployed over the last three years 

(either on home-working basis and/or in the work-

sheds and/or weaving centres). Chart the actual 

deployment (month-wise) for last one year to 

determine the lowest and highest capacity utilization 
in terms of weavers. 

 1.2.7 Detail tests: 

Determine the overall weaving capacity in terms of 

cloths produced over three years by using the 

information about 'working', 'unserviceable' or 
'damaged looms'. (Use the formulae of KVIC in this 

regard).  

 

 1.2.8 Cross check the above figures with the figures of 
capacity reported by the Khadi Institution. Analyze 

and report the reasons for significant variations. 

 

  General: 

Sales outlets normally are located near the Khadi 

institution and within the state where it is registered. 
These are used for retail and wholesale transactions. 

Typically, they sell what is produced by the Khadi 
institution. However, it is also permissible for the KI 

to obtain products from other KIs in the country and 

sell them through their Sales Outlets. The 

infrastructure of Sales outlets is either owned or 

rented or leased by the KIs.  

 

 1.2.9 Analytical Review procedures: 

Determine the number of sales outlets and the nature 

of their affiliation with the Khadi institution. 

 

 1.2.10 Analyze the sales performance of each of the sales 
outlets and the combined performance of the KI over 

the last three years.  

Chart the performance and further analyze the 

extreme results. Analyze the sales into broad 
categories of wholesale and retail.  

 

 1.2.11 Segregate the sales between the cloth and VI 

products and ascertain the percentages of 
transactions (value) between the two broad 

categories over the last three years.  

 

 1.2.12 Segregate the sale of cloth as produced by the KI 

and that purchased from other KIs in the country 

during the last three years. Determine the relative 

share of its own cloth in the total sales.   

 

 1.2.13 Detail tests: 

Visit at least one Sales outlet and visually inspect the 

status of the facility vis-à-vis other similarly placed 

sales outlets in the area. Observations may be 

discussed with the management of the KI for their 

input. 

 

 1.2.14 Select randomly 5 sales invoices and trace the items 

to warehouse records and delivery of goods records. 
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(back and forth) 

 1.1.15 Obtain and examine the cash management records 

including banking activities of the Sales outlet and 

the adequacy of procedures, approvals and 

documents used. 

 

  Reviewing availability of spinning centres, weaving 

centres and Sales outlets 

 

 1.2.16 Detail tests: 

Check the title deeds for all original 

ownership/lease/rent deeds of Spinning centres/ 
work-sheds, weaving centres and sales outlets.  

 

 1.2.17 Cross check the existence of spinning/weaving/sales 

centres and work-sheds by physical observation. 

Where certain sites could not be physically visited, 

cross check, for the purpose of assurance on 

availability, the documents evidencing payment of 

maintenance expenditure and utility bills for each 

such facility. 

 

 1.2.18 Select on a random sample basis 10 weavers, obtain 
their pass books and cross check with the register of 

artisans. The result may inter alia be used to give a 
professional judgment on the availability of 

transparent and accountable processes. 

 

1.3 Ensure that adequate, safe and secure infrastructure is available for 

storage, record, retrieval and maintenance of Inventory and that 

the inventory management practices are adequate. 

W/P ref 

 Sub-

para 

Audit steps  

  General: 

Khadi Institution typically deals with 6 categories of 

stock, viz., Cotton, Sliver/Roving, Cocoon, Wool, 

Yarn and Finished Khadi as mentioned at item 13 of 

the Pro-forma. Also see item 14 for the sources of 

raw material.   

 

 1.3.1 Analytical Review procedures: 

Compare the closing stock of each category as at 31st 

March 2010 with that of last three years including 

2009-10-end balances. Analyze significant 

variations should be explained.  

 

 1.3.2 Obtain KI's calculations as to shop-soiled/obsolete 

stock/returned goods (Khadi and raw material) and 

perform ageing analysis. Also consider if new 

product lines would make the existing stock obsolete 

in near future.  

 

 1.3.3 Segregate the raw material as procured from 

different sources and their percentages inter se. 

Determine the ratio of raw material purchased from 

private traders and cultivators to the total. 

 

 1.3.4 Detail tests: 

Obtain location of stock and the facilities available 
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at each location in terms of storage capacity. Assess 

the spare capacity available as at 31 March 2010.  

 1.3.5 Determine the actual space occupied by stock that is 

obsolete/non-moving/slow moving as at the date of 

management audit. Obtain management explanation 

specifically on their plans to liquidate it. Provide 
your professional opinion on the feasibility of such 

plans. 

 

 1.3.6 Obtain and consider Khadi Institution's valuation of 

obsolete/aged stock and whether its procedure is 

consistently applied and could be considered 
adequate. 

 

 1.3.7 Ascertain the procedures followed for the safe 

storage of inventory including fire extinguishers, 

alarm system and maintenance. Verify the 
expenditure figures on safe keeping of stock at the 

year end supplemented by visual inspection. 

 

 1.3.8 Obtain the records on disposal of obsolete and aged 
stock as at 31st March 2010 and the impact thereof 

on the financials. Determine primary reasons for 
soiled stock in the KI facilities. 

 

 1.3.9 Where the stock has been hypothecated to the 

KVIC/bank, obtain and check the calculations and 
compare them to the figures thrown up by the 

analytical review as above. Significant differences 

should be explained in the report after discussion 
with the KI.   

 

 1.3.10 Leading practices: 

Please document and report if you observe that the 
KI under audit have successfully implemented any 

leading practice that is innovative in the 
management of inventory and which may be adopted 

by other Khadi institutions. 

 

 

 

2. Audit objective: Review of Financial Performance Risk 

 2.1 Review of Financial results  

 2.2 Review of availability of funds  

 2.3 Review of the status of utilization of 

working funds/grants 

 

 2.4 Compliance with statutory requirements 
as to filing of Income Tax returns and 

Sales tax returns and other local laws and 
regulations 

 

 2.5 Maintenance of accounts and audit 

arrangements 

 

2.1 Review of financial results W/P ref 

 Sub- Audit steps  



Request for Proposal – Audit Services Khadi Institution 

KVIC – June 2011 Confidential Page 74 of 92 

para 

 2.1.1 Analytical procedures: 

Calculate ratios as indicated in the attachment 1 to 

determine the trend over the last three years. Please 

use the given formulae for calculating the ratios, 

namely, (a) profitability ratios (b) Liquidity ratios (c) 

Operating ratios and (d) Solvency ratios. 

Provide your assessment based on ratio analysis 
whether the KI is financially strong or weak. 

 

 2.1.2 Detail tests: 

Obtain and review the audit reports on annual 

financial statements. Report exceptional issues 

including adverse remarks and qualifications in the 

Audit reports. 

 

 2.1.3 Tabulate the position of Sundry debtors outstanding 

for less than 1 year, less than 2 years, less than 3 

years and bad debts.  Examine the bad debts and the 

efforts made to realize the bad debts by the KI with a 

view to report on the institutional arrangements for 
follow up on recovery of bad debts. 

 

 2.1.4 Inquiry procedures: 

Study the notes attached to the Annual Financial 
statements and examine the contingent liabilities.  

Inquire if these contingent liabilities (legal claims 
outstanding) have materialized after the balance sheet 

date and if so, state the names of parties and the 
amount in each such claim. 

 

 2.1.5 Review if the KI has developed any particular 

competencies in the financial/accounting area 

including its ability to work on IT platform. 

 

2.2 Review of availability of funds W/P ref 

 Sub-

para 

Audit steps  

  General: 

The Khadi Institution receives funds from different 

agencies such as KVIC, banks, individual 

executives/managing committee members and other 
agencies. These funds are received in various forms 

such as long term/short term loans, grants, or 
subsidies and for the purposes such as for capital 

expenditure, share capital, and working capital. Bank 
finance is also enabled by the KVIC issued Interest 

Subsidy Eligibility Certificates (ISEC). 

 

 2.2.1 Analytical review procedures: 

Obtain and review the data on the funds at the 

disposal of the Khadi institution during the year 
ended 31 March 2010. Compare these figures with 

the last two years data to calculate the extent of 

utilization of these funds for the approved purposes.  

 

 2.2.2 Detail tests:  
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Select at least three transactions evidencing the 

receipt of funds and trace them to the bank account 

for ensuring their deposit.  

 2.2.3 Check all temporary loans taken by the KI from its 

managing committee members and individual 

executives to ensure their deposit into the bank 
account. Also, trace their repayments (if any) from 

the bank accounts. 

 

 2.2.4 Identify and report on the ineligible utilization of 

funds together with explanation of the management.   

 

2.3 Review of the status of utilization of working funds/grants W/P ref 

 Sub-

para 

Audit steps  

  General: 

Khadi working capital is calculated as [{current 

assets – current liabilities = General Working 

capital)} – non-textile stock].  

 

 

 2.3.1 Analytical review procedures: 

Obtain and review the figures of working fund for 

Khadi received from KVIC, CBC, and BF as at the 

financial years ended 2008, 2009 and 2010. Report on 

the utilization of the working funds including the 

explanation as to surplus or shortfall thereof. Analyze 

the trend in the utilization of working capital. 

 

 2.3.2 Obtain and review Annexure IV of the Standing 

Order 1690 issued by the Directorate of Audit. This 

lays down the criteria on calculating the working fund 

eligibility. Examine the eligible amount, amount 
actually provided and amount actually utilized. 

 

 2.3.3 Obtain and review the grant amounts received by the 

institution during the last three years under MDA, 

PRODIP, Work-shed scheme. Analyze the extent of 

utilization and the refunds to KVIC in actual and 

percentage terms. Assess the ability of the KI to 

utilize the grant amount as evidenced by last three 

years' experience and the potential ability in this 

regard for the next couple of years. Check whether 

the fund was utilized for the envisaged purpose. 

 

 2.3.4 Inquiry procedures: 

Inquire if the KI is capable of obtaining bank finance 

and if so, the extent of possible finance as evidenced 
by the Bank letters assuring the Institution of its 

intent to finance. Segregate the possible quantum of 
finance into categories such as capital formation, 

long/short term loan, working capital, market 
research, marketing activities. 

 

 2.3.5 Examine the cash flow management issues and report 

on the best/worst practices followed by the KI. 

 

2.4 Compliance with statutory requirements as to filing of Income Tax W/P ref 
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returns and Sales tax returns and other local laws and regulations. 

 Sub-

para 

Audit steps  

 2.4.1 Inquiry procedures: 

Inquire and report on the general practice as regards 

regularity with which income tax returns and sales tax 

returns are filed on due dates by the KI.   

 

 2.4.2 Inquire about the outstanding demands from the 

Income Tax/Sales tax departments and their standing 

in terms of years/months together with the amounts 

due. 

 

 2.4.3 Obtain from the management and review the KI's 

obligations (documented by the management) as 

regards the local laws and regulations and the KI's 

conformity thereof. Examine the adequacy of the 

process involved at the KI to track and monitor 

compliance with the local laws and regulations. 

 

2.5 Maintenance of accounts and audit arrangements W/P ref 

 Sub-

para 

Audit steps  

 2.5.1 Analytical review procedures: 

Obtain information about the existence of the internal 
audit activity, adequacy of the arrangement as 

reported in the statutory auditors' report and as 
evidenced by the number and skills of the 

incumbents, number of reports issued and the number 

of findings contained therein. 

 

 2.5.2 Assess the adequacy of accounts and book keeping as 

evidenced by the existence of proper ledgers, sales 

and expenses information, inventory records, income 

statement, balance sheets, cash flow statements 

(daily, monthly, quarterly etc), bank statements, bank 

reconciliation statements, etc.  

 

 2.5.3 Review the file on KVIC internal audit reports for the 

last three years and report if there are findings as to 

bogus production, fictitious sales, or diversion of 

funds and whether action was taken by the KVIC for 

these or similar infractions. 

 

    

 

3. Audit objective: Review of Management and Human 

Resources 
Risk 

 3.1 Review of Human Resources 

Development policies and practices and 

the extent of compliance thereof. 

 

 3.2 Review of management practices of the 

Khadi Institution 

 

3.1 Review of Human Resources Development policies and practices 

and the extent of compliance thereof. 

W/P ref 
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 Sub-

para 

Audit steps  

 3.1.1 Analytical review procedures: 

Analyze the data on salaried workers and daily wage 

workers for last three years and determine the pattern 
of engagement in the Khadi Institution. 

Desk review the system of recruitment and whether it 

is documented. 

 

 3.1.2 Detail test: 

Desk review the system of recruitment and verify the 

existence of job description for each category of 

employees. 

 

  Desk review the system of performance evaluation of 

staff members. Verify if the evaluation form captures 

the skills, integrity, responsibility, motivation and 

initiative parameters required of the staff members.  

 

 3.1.3 Verify from the register of wages if the daily wage 

workers are paid regularly and through their bank 

accounts. 

 

 3.1.4 Verify from records and sample check of cash/bank 

account if the KI is remitting the EPF in respect of all 

salaried workers to the EPF Commissioner. Perform 

validation checks on a random sample of receipts 

from the EPF Commissioner linking the receipts to 
the cash/bank payments as recorded. 

 

 3.1.5 Obtain and review the system of payment of salaries 

to the full time employees of the KI. Check if the 

payment is regularly made, check if the amounts are 

deposited in their respective bank accounts, check 

and document unusual delays in payment of salaries 

or pending salaries as at the date of audit. 

 

3.2 Review of management practices of the Khadi Institution W/P ref 

 Sub-

para 

Audit steps  

 3.2.1 Inquiry procedures: 

Check if there are any chapters (Bye-Laws of the 

institution) which define composition of the 

management, the powers and responsibilities. Obtain 

the records related to the conduct of management 

meetings as per the Bye-Laws of the Khadi 

Institution.  

 

 3.2.2 Check if the Agenda and minutes of the meeting are 

circulated among all members, check the attendance 

history, and verify compliance with quorum 

requirements. (last three years) 

 

 3.2.3 Inquire and cross check with documents the changes 

in the incumbency of the management committee. 

Provide professional judgment on the position of 
continuity of leadership based on the last 3 years of 

data.  
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 3.2.4 Inquire about and take interviews of concerned 

persons on the succession planning decisions as 
discussed in the management committee meetings. 

Also, enquire about the extent (if any) of possible 
involvement of artisans in the succession planning 

discussions.  

 

 3.2.5 Leading practices: 

Please document and report if you observe that the KI 

under audit have successfully implemented any 
leading practice that is innovative in the management 

of Human resources and which may be adopted by 

other Khadi institutions. 

 

 

4. Audit objective: Review of Marketing of Khadi Risk 

 4.1 Review of status of 'marketing plan' 

goals and objectives 

H 

 4.2 Review of overall direction of marketing 

efforts 

 

 4.3 Review of investment in sales personnel, 
viz., training, exposure visits, incentive 

plans.  

 

4.1 Review of status of 'marketing plan' goals and objectives W/P ref 

 Sub-

para 

Audit steps  

 4.1.1 Analytical review procedures: 

Study the marketing plan for Khadi for last 3 years 

and ascertain the essential changes that have been 

made. Please evaluate the following: 

1. Marketing strategy (ability to plan ahead and be 

flexible) 

2. Marketing programmes such as trade promotions, 

loyalty programme, festival selling etc. (ability to 
develop strong consumer promotion). Analyse the 

effect of a few selects schemes namely PRODIP. 

3. Product design and development ( ability to 

develop new products) 

4. Customer profiling (local, government, 

institutional, other KIs – changes in percentage 
share of the market)  

 

 4.1.2 Based on the 4.1.1 above, determine if the KI was 

able to retain its wholesale/retail customers and add 
new customers. The analysis should be done in terms 

of number of customers and value of business 
generated over the last three years. (loss of old 

customers and/or failure to add new customers should 

be highlighted) 

 

 4.1.3 Review the pro-forma information in Part III and 

analyze the sales targets and their achievements by 

each sales outlet and the sales force deployed during 
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the last three years. 

 4.1.4 Review the amount spent on marketing for last three 

years and document the trend of sales vis-à-vis the 

marketing costs (note: as far as possible segregate the 

effect of other major contributors to the sales 

performance). 

 

 4.1.5 Inquiry procedures: 

Review the location of sales outlets, common signage 

(as prescribed by KVIC), upkeep and maintenance, 
maintenance expenditure to be sampled from outlet 

records. 

 

 4.1.6 Interview a few sales personnel to gather evidence on 

their understanding of the marketing plan and the 

extent of communication from the top management 
thereof. 

 

4.2 Review of overall direction of marketing efforts and the ability of 

Khadi Institution to steer these activities in building robust sales 

teams and a solid customer base. 

W/P ref 

 Sub-

para 

Audit steps  

 4.2.1 Analytical review procedures: 

Conduct sales analysis for each of the sales outlets in 

a disaggregated manner and determine the capability 

of each in terms of growth of sales. 

 

 4.2.2 Detail tests: 

Obtain and desk review the information on new 

products developed by the KI to judge its ability to 

develop new products. Perform detail test on two fast 

moving products and document Unique Selling 
Proposition (USP) of each product. 

 

 4.2.3 Obtain and review the information on promotional 

activities that may include advertisements, billboards, 

Point of Purchase displays, public relations, direct 

marketing and sales promotions. Analyze and report 

on the intensity and frequency of such activities with 

reference to Khadi products.  

 

 4.2.4 Inquire about the media used for marketing of Khadi 

products and the extent of reach of such marketing 

efforts. Compare sales and inquiries generated by 

each promotion campaign during the last year from 
the records maintained by the KI. 

 

 4.2.5 Obtain and review the quality of sales support 

materials, ascertain the quantum of such materials 

and the reach of such materials. Use questionnaire or 

interview techniques to supplement the desk review 

results with a view to judge the quality and the 

direction of the marketing efforts. 

 

 4.26 Leading practices: 

Please document and report if you observe that the KI 

under audit have successfully implemented any 
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leading practice that is innovative in the marketing 

management and which may be adopted by other 

Khadi institutions. 

4.3 Review of investment in sales personnel, viz., training, exposure 

visits, incentive plans. 

W/P ref 

 Sub-

para 

Audit steps  

 4.3.1 Analytical review procedures: 

Obtain and desk review the affiliation/association of 

sales personnel with the KI in terms of number of 

years. Check the rate of attrition and general turnover 

over the last three years.  

 

 4.3.2 Describe the skill and experience level of sales team 

including that of the marketing executive, if any. 

 

 4.3.3 Inquiry procedures 

Inquire about the KI investment in training of the 

sales team, the regularity with which such trainings 

are imparted, the level of training courses (basic, 

intermediate, advanced) and the participation level of 

sales personnel. The information should provide basic 

criteria to assess if the sales personnel are 

professionally tuned. 

 

 4.3.4 The KI participation in 'exposure visits' at national 

and international events, exhibitions and expositions 

during the last three years may be analyzed with 

reference to regularity of participation of sales 
personnel. 

 

 4.3.5 Select and review all incentive plans (or two on 

sample basis) in place at the Khadi institution for the 

sales team for last one year.  Check the effectiveness 

of these plans vis-à-vis the sales and the sales team. 

 

 4.3.6 Inquire from the sales team (interview techniques) of 

the existence of marketing plan as communicated by 

the KI management and as practiced by them. 

 

 4.3.7 Inquire how often communications on marketing are 

made and nature of such communications say, for 
example after withdrawal of rebate by the KVIC. 

 

 4.3.8 Leading practices: 

Please document and report if you observe that the KI 

under audit have successfully implemented any 

leading practice that is innovative in the management 

of sales personnel and which may be adopted by 

other Khadi institutions. 

 

 

5. Audit objective: Review of Institutional 

Governance and compliance with social audit 

matters. 

Risk  

 5.1 Review the policies, procedures 
and structure of the Governance 
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mechanism in respect of Khadi 

Institution. 

 5.2 Review of the past performance in 

terms of internalizing the several 

schemes introduced by the KVIC 

and the Government of India. 

  

 5.3 Review the management's 

approach on "inclusiveness" with 

regard to the artisans in the 
governance of Khadi Institution.  

 H 

 5.4 Review compliance with rules and 

regulations of the Khadi 

Institution, directions and 

guidelines from the KVIC.  

  

 5.5 Review compliance with social 

audit matters.  

  

     

5.1 Review the policies, procedures and structure of the 

Governance mechanism in respect of Khadi Institution. 

W/P ref 

 Sub-

para 

Audit steps  

 5.1.1 Detail tests: 

Review the structure of the management 

committee, and percentage membership of 

artisans.  

 

 5.1.2 Obtain and document the existence of rules of 

business for the committee. 

 

 5.1.3 Check the cross membership in other Khadi 
institutions and compliance with KI rules 

thereof. 

 

 5.1.4 Inquiry procedures: 

Interview the representatives of artisans and 

management to determine their level of 

participation in the running of the Khadi 

institution. 

 

 5.1.5 Provide professional judgment on the effective 

control of the Khadi Institution including if 

there exists 'interested close group' that 

marginalizes other stakeholders. 

 

5.2 Review past performance in terms of internalizing the several 
schemes introduced by the KVIC and the Government of 

India. 

W/P ref 

 Sub-

para 

Audit steps  

  SFURTI: Scheme of Fund for Regeneration of 

Traditional Industries was launched in Oct 

2005 for developing clusters in the rural areas 
to enable the traditional industries to be more 

productive, competitive and sustainable 
through training the artisans, creation of 
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Common Facility Centres, tools for artisans 

and marketing. (wages of weavers and spinners 

increased by average 25-30%) 

 5.2.1 Review the aggregate performance of the 

Khadi Institution in availing the SFURTI 

benefits and internalization thereof. 

 

  PRODIP: Product Development Design 

Intervention and Packaging scheme was 

introduced to help beneficiaries to introduce 
better labeling, designs, input diversification 

of products and prolong their shelf life. 

 

 5.2.2 Review the absorption capacity of the KI in 

terms of taking advantages under the PRODIP 

scheme. 

 

  PMEGP: Prime Minister's Employment 

Generation Programme launched in Sept 2008 
provides for credit linked subsidy scheme. It 

also merged the earlier schemes called Rural 
Employment Generation Programme (REGP)  

and Prime Minister's Rojgar Yojana (PMRY) 

 

 5.2.3 Review and report on the amount of credit 

linked subsidy availed by the KI under the 

PMEGP and the direct employment generated 
thereof. 

 

  ISEC: Interest Subsidy Eligibility Certificate 
scheme was introduced by GOI to help the 

implementing agencies (KIs) to fill the gap 
between actual funds requirement and its 

availability. The KIs can avail of bank loans as 
per eligibility and pay only 4% of interest and 

the balance interest are borne by the KVIC. 
(note: 2008-09 data shows that whereas ISECs 

were issued for 424.30 crores for Khadi, the 
actual availment was only 216.91 crores) 

 

 5.2.4 Review in totality the ISECs issued to the 

Khadi Institution and the amount of margin 

money secured and used by the KI. Check the 

regularity of interest payments on the bank 

loans(at 4% interest). 

 

  Work-shed scheme for Khadi Artisans:  This 
scheme provides for assistance to establish the 

common facility for artisans to work. The 
scheme benefits weavers and spinners. 

 

 5.2.5 Review the performance of the Khadi 

Institution in establishing work-sheds for the 

weavers and spinners, geographic reach and the 

number of artisans who have benefited. 

 

5.3 Review the management's approach on "inclusiveness" with 

regard to the artisans in the governance of Khadi Institution.  

W/P ref 

 Sub- Audit steps  
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para 

 5.3.1 Detail Tests: 

Review the agenda and minutes of the 

management committee meetings as regards 

the subject of inclusion of weavers and 

spinners in the Management committee (to 

50% of the membership). Summarize the 

resolutions passed on this subject or document 

the outcome of such discussions, if no 

resolution is available. 

 

 5.3.2 Inquiry procedures: 

Ascertain and document through interviews 

their approach and attitude on this pre-

condition for assistance by ADB/GOI. 

Inquire from the representatives of the artisans 

their views on the pre-condition (i.e. 50% 

membership) for assistance. 

 

5.4 Review compliance with rules and regulations of the Khadi 

Institution, directions and guidelines from the KVIC. 

W/P ref 

 Sub-

para 

Audit steps  

 5.4.1 Inquiry procedures: 

Inquire if the Khadi certificate was suspended 

/cancelled at any time. If yes, the details to be 

reported. 

 

 5.4.2 Inquire and check if the KI has filed any court 

case against the KVIC/KVIB, the nature of 

issues and the status thereof. 

 

 5.4.3 Inquire if the KI has disposed off any 

land/buildings with or without the permission 

of the KVIC, the reasons for such disposal and 

the end use of the funds so procured. 

 

5.5 Review compliance with social audit matters. Please see the 

attachment 2 that provides a detailed worksheet on 10 issues 

of importance.  

W/P ref 

 Sub-

para 

Audit steps  

 5.5.1 Inquiry procedures:  

Employment is freely chosen.  

 

 5.5.2 Inquiry procedures: 

Empowerment of artisans. Document the steps 

and initiatives taken by each KIs in this regard. 

Take a management representation. 

 

 5.5.3 Inquiry procedures: 

Working conditions are safe and hygienic 

 

 5.5.4 Inquiry procedures: 

Child labour is not used 

 

 5.5.5 Inquiry procedures: 

Wages prescribed by KVIC are paid. Test 

check from the pay roll records and bank 
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statements if any. 

 5.5.6 Inquiry procedures: 

Working hours are not excessive for KI 

salaried and daily wage paid workers. 

 

 5.5.7 Inquiry procedures: 

No discrimination is practiced. 

 

 5.5.8 Inquiry procedures: 

Regular employment is provided to artisans. 

 

 5.5.9 Inquiry procedures: 

No harsh or inhumane treatment is allowed. 

 

 5.5.10 Inquiry procedures: 

Social security and safety net is provided or 
arranged. Document the arrangement made for 

providing social security and safety net viz. 

AWFT, JBRY etc and coverage of artisans 

under these schemes. 

 

 5.5.11 Prepare the exception report on the non-

compliance of the above issues and incorporate 
the findings in the audit report.  

 

 

 

Audit Findings W/P ref  Budget 

hours 

1.  

2.  

3. Discuss any audit findings with the Senior Audit Manager/Partner. 

After receiving their approval discuss audit findings with Client 

management. 

4. Summarize and conclude. 

WP-21 

WP-22 

 

WP-23 

 

WP-24 

 

Audit Wrap Up   

5. Complete and index working papers. 

6. Prepare a preliminary draft of the audit report. 

7. Clear review notes. 

8. Forward draft to client and request responses within 3 working days. 

9. Incorporate client responses into the final audit report. 

10. Schedule and hold exit conference. 

11. Present the audit report 

12. Conduct Peer review and follow up procedures 

13. Revise Report, if necessary 

14. Submit Audit Report to Director of Audit, KVIC. 

15. Transmission of Final Report to ADB-KVIC by ADB Audit Consultant 

WP-25 

WP-26 

WP-27 

WP-28 

WP-29 

WP-30 

WP-31 

WP-32 

WP-33 

WP-34 
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Attachment 1 

Calculation sheet for Financial Ratio analysis 
 

    
Period 

1 

Period 

2 Difference 

Profitability 

Ratios         

Gross profit margin  Gross Profit 

  Sales 
   0.00% 

         

Operating profit 

margin  Operating Income 

  Sales 

    0.00% 

          

Net profit margin  Net Income 

  Sales 
    0.00% 

Liquidity Ratios         

Current ratio  Current Assets 

  Current Liabilities 
    0.00% 

          

Quick ratio  

Current Assets - 
Inventory 

  Liabilities 

    0.00% 

Operating Ratios         

Inventory turnover 

ratio  Cost of Goods Sold 

  Inventory 

    0.00% 

          

Sales to receivables 

ratio  Net Sales 

  Net Receivables 

    0.00% 

          

Times interest earned 

Profit Before Interest and 

Taxes 

  Total Interest Charges 

    0.00% 

          

Return on assets  Net Income Before Taxes 

  Total Interest Charges 
    0.00% 

          

Return on equity Net Income 

 Average 

Collection Period 

Net Worth at Beginning 

of Period 

 

 

    
0.00% 

 

Solvency Ratios         

Debt to worth ratio  Total Liabilities 

  Net Worth 
    0.00% 

         

Working capital  

 

 

 

Break Even Point    

                                                  

Current Assets - Current 

Liabilities 

 

 

    
0.00% 
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Attachment 2 

Name of Khadi Institution: ……………………………………………………………… 

Place/location: ………………………………………… 

Date of audit: ………………….. 

Non-compliance summary table: 

Serial 

# 
ISSUE 

Area of non-compliance 

(tick mark if applicable)- 

comments 

Remarks 

(for KVIC 

use) 

1 Employment freely chosen   

2 Empowerment of artisans   

3 
Safety and hygienic 

conditions 
  

4 Child labour   

5 Wages and Benefits   

6 
Working hours for KI 

employees 
  

7 Discrimination   

8 Regular employment   

9 
Harsh or inhumane 

treatment 
  

10 Social Security   

Detailed worksheet for each of the issues: 

Audit results by issues 

1. Employment is 

freely chosen 

1.1 There is no forced, bonded or involuntary labour.  

1.2 Artisans are not required to keep a deposit and that they are free to 

leave after reasonable notice of such intention (Note: a deposit may be 

required where costly raw material is handed over) 

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 
observed 

 

 

Audit results by issues 

2. Empowerment of 

Artisans 

2.1 Artisans without any distinction have the right to join the Khadi 

Institution individually and collectively. 

2.2 The artisans have the right to form Self Help Groups (SHG) and 

receive all assistance from the KI and KVIC. 

2.3 The Khadi Institution adopts an open attitude toward the activities 
of the SHG. 

2.4 Representatives of the artisans are encouraged to be part of the 
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management committee (subject to quota restriction) without 

discrimination and have access to the work place to carry out their 

representational duties. 

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

3. Working 

conditions are safe 

and hygienic 

(include work-

sheds) 

3.1 A safe and hygienic condition is provided and specific reasonable 

steps have been taken to prevent accidents and injuries at the 

workplace. Check availability of fire alarms/extinguishers, first aid 

boxes. 

3.2 Access to clean toilet facilities and to potable water is provided. 

3.3 A senior management representative is assigned the responsibility 

for health and safety. 

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

4. Child labour is not 

used 

4.1 There is no evidence of child labour at the khadi institutions and 

work-sheds 

4.2 Confirm that labour laws as to child labour are respected. 

Non compliance 

 

Other potential 

issues 
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Current status 
 

Best practices 

observed 

 

 

Audit results by issues 

5. KVIC approved 

living wages are 

paid  

5.1 Wages and benefits are paid as per KVIC approved rates.  

5.2 Wages are paid directly into the bank accounts of the artisans. 
5.3 Each weaver/spinner and other artisans are provided with 

understandable information about their engagement and entitlement 

to wages. 

5.4 No unauthorized deductions from the wages are made without the 

consent of the artisans.  

Non compliance 
 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

6. Working hours are 
not excessive for 

KI employees 

6.1 Working hours comply with national laws or KVIC approved 

standards whichever affords greater protection.  

6.2 Overtime is voluntary and should not be demanded on a regular 

basis and compensated at premium rates. 

6.3 At least one day off is provided per week to each worker. 

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 
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Audit results by issues 

7. No discrimination 

is practiced 

7.1 There is no discrimination in engagement, compensation and access 

to training based on race, caste, religion, disability, gender, marital 

status, or political affiliation. 

7.2 There is no political compulsion or interference in the engagement 

of artisans. 

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

8. Regular 

employment is 

provided 

8.1 Within the context of KVIC mandate and mission, artisans should 

be provided with predictable employment that is directly made 

available by the Khadi institution and not through the sub-

contracting practice. 

8.2 The home-working arrangements should be backed up with 

adequate training and provision of implements to ensure 

employability at regular periods of time.   

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

9. No harsh or 

inhumane 

treatment is 

allowed 

9.1 There is no physical abuse or discipline, the threat of physical 
abuse, sexual or other harassment and verbal abuse or other forms 

of intimidation. 
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Non compliance 
 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

Audit results by issues 

10. Social Security or 

adequate safety 

network is 

afforded 

10.1 There is adequate participation of artisans in the GOI sponsored 

social security schemes such as Janashree Bima Yojana- group 

insurance. 

10.2 Artisans Welfare fund is managed and operated for the benefit of 

the artisans.  

10.3 Availability of health insurance schemes (co-funded) to the artisans 

and their family members  

Non compliance 

 

Other potential 

issues 

 

Current status 

 

Best practices 

observed 

 

 

***end*** 
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RATING OF THE KHADI INSTITUTION FOR REFORM PURPOSES: 

Scale of Rating 
Subject matter of Professional 

judgment/opinion based on management audit 

Status of the Khadi Institution as regards 

availability of adequate infrastructure for 

absorbing reforms, or expected requirement of 
sizeable outlay of funds, or nature of 

encumbrances, to mention the few. 

The Khadi Institution's past financial performance 

and its ability to hold out assurance as to 

utilization of additional funds given the capital 
structure (weak/strong), level of BEP (very 

high/low) being attainable/unattainable, history of 
poor/excellent cash management and its debt 

history, banking practices, etc. 

The Khadi Institution’s practices as to managing 

its human resources,  availability of training and 
appropriate skill sets, initiative and drive in 

managing the affairs and the status of artisans who 
are enabled adequately. 

Coherence, direction and guidance as well as the 

proper marketing plan of the Khadi Institution. Its 
history as regards inventory of products 

(high/adequate/low), variety of products, 

sufficiency of outlay on marketing efforts. The 

institution’s vision in terms of 

capturing/developing the market for its products 

and the appropriate monitoring and course 

correction strategies. 

The Khadi institution structures, policies and 
procedures that broad base/ restrict its management 

in larger population/few hands (coterie). Its vision 
in absorbing the reforms that require partnership 

with artisans. The management is archaic/forward 

looking and there is appreciable evidence to show 

initiative towards reforms. 

Overall Rating of the Khadi Institution  

Average of the Overall Rating of KIs  

A) Rating 1- < 4  : Average 

B) Rating 4- <6  : Good 

C) Rating 6- <9  : Very Good  

D) Rating  9-10:  Excellent 
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Note: 

Each audit report shall consist of : 

1. Report as per audit guideline (Hard copy in triplicate & soft copy) 

2. Background information of the auditee KI 

3. Latest audited Balance Sheet of the institution 

4. Certificate from the auditee KI in the prescribed format (Annexure-8) 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


