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AUDIT METHODOLOGY AND APPROACH

Audit Methodology

We have conducted the internal audit of Nagar Panchayat - Belsand, for the year ending on 31st March,
2017 (as per TOR). We familiarized ourselves with documents of Nagar Panchayat, the internal
guidelines and circulars applicable during this period under review. We also reviewed the working of the
Nagar Panchayat and evaluated the accounting systems and related controls of the Nagar Panchayat in
order to plan and perform our audit.

__ We reviewed transactions from April 01, 2016 to March 31, 2017. Our objective was to check all
% transactions and to design procedures to detect omissions. We also applied procedures to assess the
adequacy of the Nagar Panchayat financial management systems, including internal controls for entire
audit period. We applied necessary tests and controls, as we considers necessary under the

circumstances.

s

M/s R. Shah & Co, Chartered Accountants Page .
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Name of Auditor: M/s R. Shah & Co.

T Name of ULB : Belsand

Relevant Clause of Scope of Work of the Contract

Clause
No.

Description

Compliance (Mention the
para no & Page no of audit
report)

4.1

Internal Audit should undertake risk-based review and
evaluation of the internal control as discussed in Bihar
Internal Control Manual. Internal Audit should devote
particular attention to any aspects of the internal control
environment affected by significant changes to the ULBs
risk environment.

Complied in para no. Part 2
& 3 of Executive
summary at Page no 6-9.

_42&

4.3

a) Internal Auditor should see the compliance of Bihar
Municipal Act and specifically Chapter IX to XV and
related rules and regulations as well as related directives
by UD&HD. In its report there must be a separate section
for non-compliance of rules/directives of UD&HD, GoB;

b) Report on compliance of Bihar Municipal Accounting
Manual, Bihar Municipal Accounts Rules,2014 and Bihar
Municipal Budget Manual with special attention to
following Rules of BMAR

Rule 22: All moneys to be brought to account

Rule: 27: Collections to be deposited into Bank on the
same day

Rule 69: Grant Related Compliance

Rule 120-121: Monthly Receipt & Payment Account and
Trial Balance

Rule 130: Audit to be completed & reported within 6
month

Complied in para no
1,5,7,13 16,17,18&190f
Part 2 of Executive
Summary at Page no ..6-9.

44 &
45

a) Report and quantify all major Own revenue losses and
opportunities lost or missed including in the area of
Property Tax, Mobile Transmission Towers Tax, Rental of
Municipal properties, Advertisement Taxes/Fees, Sairat
etc;

b) Check on audit trail of all collection of Taxes and Non-
Taxes either through staff or outsourced agency and
report of any lapses in controls, if any and also advise
recommendations to strengthen the prevailing processes;

Complied in Part A of
Audit Observation at Page
no.15-18.

4.6

Report in a separate chapter-on implementation of SAS of
Property Tax in the ULB; internal auditor should witness
some assessment procedures to check any in-
consistencies in assessment. At least 20 high value
properties in the city /town ( irrespective of the fact that
SAS is received or not) must be surveyed and checked in
each quarter and reported variations, if any, in PTRs and
Actuals as per internal audits;

Complied in Part A of Audit
Observation at Page no 15-
18.

4.7

Voucher on all payments above Rs. 10,000 and report on
adequacy and appropriateness of its
documentation, approvals, compliance of procedures etc.

Complied in Para no. 14 of
Part 2 of Executive
Summary at Page no. 6-9.

Sl
No
1
a2
O
4
W 5
L
(’3

€3

M/sR. Shah & Co, Chartered Accountants
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S 4.8 Internal auditor shall also report on presence or absence | Complied in Part A of Audit
of a system of issuance of utilization certificate for the | Observations at Page no.
different schemes for any utilization made during the | 15-18.

reporting period; Where there is no system for issuance
of U/Cs, the Internal Audit report shall prepare
- Utilization Certificate for various schemes/grants as per
;" the guidelines of such scheme available on the UD&HD

N website.

07 49 Internal Audit can also, provide recommendations to help | Complied in Part A of Audit

the ULB management improve the ULB’s internal control | Observations at Page no.

’ environment; 15-18.
8 410 Internal Audit should report instances of losses, failures | Complied in Part A & Part

Pow ] or inefficiencies and recommendations and/or measures | B of Audit Observations at
which can be taken to avoid their recurrence in future. Page no. 15-21.

)

oy

O M/s R. Shah & Co, Chartered Accountants Page 5
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EXECUTIVE SUMMARY

. Introduction

Name of the Municipality

Belsand Nagar Panchayat

Period Covered under Current Audit 1st March 2016to 31st March 2017

Name of the Chief Municipal Officer | Sri Braj Kishore Ram

for the period under Audit

Audit Conducted on ~ 31/12/2016,25/02/2017,24/07/2017,14/0

9/2017,04/10/2017,23/01/2018

. Result and Findings

The major Weaknesses and observations during the course of internal audit have been found &
discussed with the Executive Officer & Accountant of the Nagar Panchayat.

= PO

N o o;

15.

Delay in Deposit of Collected Holding/Property Tax by the Tax Collector.

Daily Collection Register is not maintained by Tax Inspector, Tax Collector.

Failed to Collect Mobile Tower Tax/Fees.

Vouchers were not properly kept and arranged and renumbered.

Bank Reconciliation Statement not Prepared by Management.

Lacking of Internal Control on Collection of Taxes.

Failed to collect Holding/Property tax from Government Department and
Organizations.

There is no proper cash handling neither any locker was kept by the ULB.

Non Maintenance of Prescribed books of account. List Attached

Yes, all moneys have been brought to account.

No, Collections have not been deposited into Bank on the same day.

Monthly Receipt & Payment Account and Trial Balance is not being made.

No Self Assessment of property tax is being done.

On verification of vouchers on all payments above Rs. 10,000.00, we have found that
these are appropriates and is in order with respect to documentation and approval

etc.

Yes, there is a system of issuance of utilization certificate for the different schemes for

any utilisation made during the reporting period.

M/s R. Shah & Co, Chartered Accountants
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3. Weakness observed in the functioning of office, maintenance of records etc. observed

during the audit engagement

I

I1.
I

Budget was not prepared by Nagar Panchayat, and no response and action taken by Nagar
Panchayat BELSAND.

There is a lack of internal control w.r.t., collection of taxes.

Tower tax collection is not yet started.

IV.  On deduction of taxes, liability is not created hence it is difficult to ascertain tax payable at
any point of time.
V. Taxes collected by Tax Collector are not deposited on daily basis.
VI.  Demand and collection register is not properly prepared by the Nagar Panchayat.
VII.  There is no proper cash handling neither any locker was kept by the ULB.
VIII.  Deduction and contribution of GPF, GIS and payment thereof has been made but such GPF has
been deposited in the separate account instead of Employee Provident Fund A/c.
IX.  General Cash Book & Cashiers Cash Book not maintain by the ULB.
X.  Fixed Assets Register is not maintained by the ULB.
4. Opinion

As referred above and detailed in Audit Report, we are of the opinion that The Functions
of concerned ULB is confined to collection of Holding Tax. There are many other sources
of Revenue which are not explored and taken care of by the Officers of concerned officer
ULB. Record Keeping is not proper.

5. Audit Recommendation

The concerned officers should explore other areas of Revenue Generations by surveying
their area has Tower Tax, Advertisement Tax, Holding Fee, Trade License Fees, Cthers
Fees and Taxes. Record keeping should done properly that any document can traceable as
and when required for any purpose. Procurement related documents and files should be
made available for verification and transparency purposes. Cash book should be
maintained properly by making entries of balances of each Bank account separately.
Several Books and registers which are not maintained or maintained in improper manner
should be done properly.BRS should be prepared and reconciled on regular intervals.
Internal Auditor and Accountant should have adequate coordination between them
making the system perfect.

6. Fixed Assets Register

I

L.

1L

The procurement of fixed assets is not proper and non-maintenance of Fixed Asset Register
would lead to failure of determining the replacement cost.

There is lack of knowledge in respect of maintaining fixed assets register amongst

the ULB personal
Any loss and obsolescence of fixed assets during the year has not been reported to us.

7. Bank Reconciliation Statement:-

L.

Bank Reconciliation statement not prepared by ULB, thus we are unable to comment
on Difference between Balance of Cash book & Bank Book.

M/s R. Shah & Co, Chartered Accountants
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Il.  During the discussion with E.O. and Head Clerk we are suggest for the preparation of
BRS on monthly basis for each schemes.

8. Vehicle Log Book: - Not properly maintain by the ULB.

iy 9. Vouching:- In ULB there is no system of preparation of vouchers and payment has been
| done only though Bill/Invoices there is no where mention the voucher no. not even on the
Bill/invoices and without a voucher no. it is a tough task to identify any particular day

vouchers and Bill/Invoices.

10. Opinion

&

We suggest the followings: Audit Recommendations

All the prescribed books of accounts and Registers should be prepared on real time basis.

TDS should be deducted from salary, if applicable.

Bank reconciliation Statement should be prepared on monthly basis.

Demand & Collection Register of all the wards should be prepared as per BMAM format and
calculation should be done as per new assessment.

Collection from own sources should be improved.

Collection by tax collector should be deposited on daily basis.

Compliance of AG audit report should be made as early as report is received.

Cashier and General Cash Book should be maintained.

New staff should be equipped with regular training to run the ULB smoothly.

ERCENE

© N oo
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» MAIN AUDIT REPORT

1. Introduction

i The Internal audit of Nagar Panchayat Belsand covering period from 15% April 2016 to 31st March,
z 2017 was conducted by following persons under guidance of CA Neetu Jejani.

-~ i.  Rana Burha Gohain
e ii. Ajay Singh

£ 1ii. Anjali Singh

2. Administration

The present body of the ULB is functioning since March 2015. The incumbency in the key
administrative and executive position was as under:

1. Shri Dilip Kumar, Chairman from 28/07/2012to 02/06/2014
2. Shri Chitranjan Prasad Chairman from 03/06/2014 to 29/04/2015 &
3. Sri Braj Kishore Ram, Executive officer from Sept 2015 till date.

3. Review of outstanding audit paras : Status of Audit Observations are as under:

2y SL Particulars Total | Total No.of | Total No. | Total No. Total Total No. | No. & date
No. of Audit No.of | audit paras of audit ofaudit | amount of of
and date of Audit where paras paras of outstand | Complianc
report Paras. necessary where where Recover ing e
improveme | recovery | recovery y paras report
nt/ of cashis | has been where
corrective | proposed made no action
measure is has been
- required taken
1. | AG Audit Dated | 15 15 06 0 0 15
(11/03/2015)

The major irregularities Pointed out in the AG Audit report on which no action has
been taken are as under:
1. The N.P does not implement "Advertised tender enquiry” for purchase of wheel dustbin,
dustbin, hand dustbin, furging machine, silent generator & sodium vapour light.

W 2. Amounting to Rs.49.92 lacs of 13th finance has been incurred different scheme. which is illegal.

3. Excess amount paid to contractor Shri Krishnandan Jha amounting to Rs.1.56 lacs for PCC work
under BRGF scheme.

4. Excess amount paid to contractor Shri Manoj Kr.Singh amounting to Rs.0.96 lacs for Letrin &
Rest House construction under BRGF scheme.

) s ————————————
S M/s R. Shah & Co, Chartered Accountants _. Page 10 !

(3

:
{
;



Internal Audit Report -Nagar Panchayat- Belsand F.Y- 2016- 2017(Annua

G

5. VAT has not been deducted.

_6. Holding Tax amounting to Rs.53,66,332/- is in arrear as on 31.03.2014

7. Holding tax not recovered from Government Building amounting to Rs.7.925 lacs. Neith
recovers the amount nor any step has been taken for recovery.

4. Finance

I. Budgetary provisions and expenditure for the last three years

Year

2015-16

2014-15

2013-14

Final/ Revised Budget

Budget not Prepared*

Budget not Prepared®

Budget not Prepared*

Actual Expenditure

22,44,27,235.00

21,19,52,292.00

2,39,48,156.00

Savings (+)/ Excess (-)

* Budget was not prepared or not provided to us

I1. Volume of transactions

Period Budgeted ] Previous Current Cumulative for the
(16-17) year(15-16) Period | current period
(16-17) | (01.04.2016 to 31
| 4th Qtr ! 03.2017)
{ f
R i
Opening Balance 10,65,95,548.00 22,36,71,080.00 f 10,11,80,371.00
| 5 |
Receipts | 19,06,86,435.00 4,97,45,472.00 { 22,35,81,851.00
*Budget Not | .i
| totan | pﬁeﬁzre(f 129,72,81,983.00 | 27,34,16,552.00 |  32,47,62,222.00
Net Expenditure | 22,44,27,235.00 4,21,74,939.00 9,35,20,609.00
! »
Closing Balance ; 7,28,54,748.00 | 23,12,41,613.00 23,12,41,613.00

€

*Suggestion to preparing Annual Budget and its importance.

Preparation of budget is a very important process, so that planned to be for upcoming
year expenses and receipt and get the funds accordingly

The Nagar Panchayat should analyze its previous actual expenditure and by assuming the
previous expenditure, increasing the same expenditure by 20% to 25% and estimated

.. M/s R.Shah & Co, Chartered Accountants

Page 1
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budget for next year should be made.

I11. Bank Reconciliation

Details of Bank Accounts and their reconciliation position are as under:

| SL. Name of Account Balance as on Name of Scheme Reconciliation
' No | Bank No. 31.03.2017 position
1 | SBI XXXX7211 57,23,360.52 | Stamp Duty
2 SBI XXXX4706 1,19,276.00 | Rajswa old
| 3 SBI XXX8150 3,09,65,277.00 | IHSDP Infrastructure
4 4 SBI XXXX2830 9,188.00 | BRGF )
i 5 SBI XXXX8259 49,977.00 { Arthik and Jati
i Janganana
[ 6 SBI XXXX6141 1,93,81,887.10 | IHSDP Aawas
| 7 SBI XXXX5789 945.00 | Kabir
T - Aenthsty(General)
; SBI XXXX6421 | 2,059.00 | Kabir Aenthsty
fL (Special)
9 SBI XXXX6995 1,83,514.13 | Swarn Jayenti
, : Anudaan
1 10 | IDBI XXXX7804 10,60,234.37 | 13% Finance
11 IDBI XXXX9988 2,560.00 | 4t Finance
12 1DBI XXXX1944 4,10,63,952.00 { IHSDP Infrastructure
13 IDBI XXXX6276 18,458.00 | Nagriye Adharbhoot
14 IDBI XXXX9997 15,41,934.00 | Bas Stand
15 IDBI XXXX6267 1,55,108.00 | Rastriye Gandi Basti
16 IDBI XXXX6294 56,919.00 | 11t finance
17 IDBI XXXX6285 3,61,678.00 | Swarn Jayenti
} Prasikchan
18 COo- XXXX3684 9,553.46 | Rajswa old
OPREATIVE
19 CO- XXXX3637 12,08,739.08 | Rajswa
| OPREATIVE
1 20 CO- XXXX1946 8,871.55 | Rajswa old
OPREATIVE
21 IDBI XXXX1935 50,24,050.50 | IHSDP Aawas
22 BOB XXXX0001 60,24,436.00 | Housinf for All i
23 | SBI XXXX7847 37,04,627.00 | Swacch Bharat
24 IDBI XXXX6815 1,44,00,000.0C | Housing for All
25 BOB XXXX2087 85,75,837.00 | Housing for All
26 BOB XXXX3616 37,37,442.50 | Swacch Bharat
27. | Treasury PL A/c 8,21,37,914.88 | Treasury
Total Bank Balance 22,55,27,799.09
Total Cash Book Balance 23,12,41,613.00
M/s R. Shah & Co, Chartered Accountants Page 12
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f_ [ Difference

l

57,13,813.91 |

|

1

Bank Reconciliation Statements have not been prepared by the N.P. There is a difference of
Rs 57,13,813.91 between Cash Book and Consolidated Balance as per Pass Book of all
accounts and Treasury PL A/c.

The Nagar Panchayat is suggested to reconcile the above mentioned differences
immediately and prepare B.R.S on monthly basis.

IV. Revenue Receipts

: Period Budgeted Previous Current | Cumulative for
| (16-17) year(15-16) Period the current
E (01.10.2016 to | period
| 31 (01.04.16 to
i 12.2016) 31.12.2016)
rﬁjz)wn Source | 7
| Property Tax 14,88,281.00 4,73,776.00 6,44,047.00
{ Assigned revenue 60,39,085.00 1,81,800.00 21,62,588.00
. Others (Fees & User
Charges)
(b) Administrative
| Grant | ]
| (c) Specific Grant (Scheme wise)
| Nali- Gali Yojna 9,05,391.00 65,72,612.00
JalapurtiYojana 84,99,244.00 86,92,530.00
| 4""Finance- 10,13,558.00 1,693.00 95,75,900.00
5% Finance 1,40,41,128.00 1,40,41,128.00
| 13" Finance N 46,06,238.00 37,262.00 57,120.00
|
SJ.SRY 740.00
_BRGF | BudgetNot 5,04,790.00 10,072.00 76,740.00
Kabir Anthesthi Prepared
' Nagrik suvidha 5,80,201.00 6,62,194.00
| IHSDP L 1,61,04,887.00 |  10,08,25,019.00
Housing for All | 12,76,548.00 | 5,40,12,663.00
Swachh Bharat 2,61,440.00 1,12,55,542.00
Gandi basti 3,017.00 10,230.00
1 14% Finance 39,39,604.00 79,07,348.00
| 11t Finance 1,107.00 3,754.00
| Various Schemes 17,70,33,743.00 33,78,302.00 70,32,706.00
TOTAL 19,06,86,435.00 | 4,96,95,472.00 | 22,35,31,851.00
Page 13
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Status of Implementation of Double Entry Accounting System :- Double Entry
accounting System is not operational in the Nagar Panchayat Belsand till date. A C.A firm has
been appointed by the UD & HD. for implementation of Double Entry Accounting System in the
Nagar Panchayat.

Status of Municipal Accounts Committee; if meeting held

PR . As per Section 98 of Bihar Municipal Act, 2007 it is necessary for the Municipality to constitute a
- Municipal Accounts Committee at its first meeting in each year or as soon as may be at any

& meeting subsequent thereto, but no Municipal Accounts Committee has been constituted by the
' Nagar Panchayat till the date of our audit. B
£%

R. Shah & Co, Chartered Accountants Page 14
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Audit Observations

PART-A

All audit objections/ irregularities which have monetary implication, particularly in following
areas:

Collection of Revenue {own source)

Holding & Property Tax Collection

Subject: Collection of Property Tax/Holding Tax by the Concerned ULB.

D

Pt > Demand and collection register have not been prepared in a proper manner so it seems
b difficult to ascertain of tax arrears.

Impact: Due to poor Collection of Property/holding Tax there is huge operational Revenue Loss to
ULB and there is no record/register to know total current & arrear demand of holding tax therefore
arrear of Holding /Property Tax on Govt. Building is as per list made available to us during the course of
Audit.

Cause: Due to non follow up and monitoring of activities of Tax Inspector/Collector by the Concerned
officers on regular intervals.

i
3
&
W
3

Recommendation: There Should be day to day monitoring on Collection of Taxes and also maintenance

N

and update Of Demand and Collection Register on Regular interval.
¢ Survey Report should be prepared for construction of new Residential/Commercial building on Yearly
basis.
UNCOLLECTED PROPERTY TAX ANNEXURE"A"
Property Tax Collection During Outstanding as
Particulars For (01.07.2016 to on 30.09.2016
) 2016-17 30.09.2016)
1 Demand
Not ascertain by us ooo! T
. Arrears '
o Total
*
':‘: 75
i
10
<3 M/s R. Shah & Co, Chartered Accountants u— Page 1
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Demand and collection register were not maintained or not properly maintained , hence it
is very difficult to ascertain total Demand and total Arrears.

Mobije Tower Tax:
Subject: Collection of Mobile Tower Tax
» Tower Tax is taxes on communication Tower & related Structure Defined in BIHAR
COMMUNICATION TOWERS AND RELATED STRUCTURES RULES,2012. As per the rules all
operators are required to register with their concerned ULBs and pay registration Fee & renewal
charges on Annual Basis for communication tower erected within Nagar Panchayat area.

Currently the registration Fee and Annual Fees as follow

Fee for Registration:- Rs.30,000.00 {Thirty Thousand )

Annual Fees :- Rs.8,000.00 (Eight Thousand)
Status/Condition: As per Discussion with us no mobile tower tax collected by the ULB till date of our
audit.
Impact: Due to non collection of Tower Tax/Fees there is a revenue loss to ULB.

Cause: The ULBs does not have Proper mechanisms for Supervision and monitoring of the tower

tax/rent due to which result in Revenue Leakage.

Recommendation:
There should be proper monitoring and further steps are required to be taken for Registration and

collection of Tower Tax by concerned ULB at the earliest.

Trade License:- As per section 342 of Bihar Municipal Act,2007,Trade license fee is to be
collected from different types of Trader, who are trading in Concerned Municipal area not
collected in F.Y.2016-17.

Survey for Assess of Trade License not provided to us during the course of audit.

Advertisement Tax:-chapter XVII of the Bihar Municipal Act,2007 requires license for advertisement of
any hording, etc. as per the act Every Person who erects, exhibits, fixes or retains upon or over any land,
building ,wall, boarding, frame, post, kiosk, structure, vehicle, neon-sign or sky-sign anv advertisement,
or display any advertisement to public view in any manner whatsoever (including any advertisement
exhibited by means of cinematograph),visible from a public street a public place in any location in a
municipal area including airport or a port or a railway station ,shall pay or every advertisement, which
is so erected ,exhibited, fixed or retained or so displayed to public view, a tax calculated at such rate as
may be determined regulatious. it requires payment of certain fee for advertisement. No record
regarding the same has been made available to us during the course of Audit.

Maintenance of Cash Book:-

I.  Cash book is not closed on daily basis.
1. Cash collected during the day has not been remitted to the bank on the next working day.

Page 1.
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Statutory Deductions
Tax Deducted at Source(TDS):-
I.  TDS has not been paid to Concerned Govt. Department within stipulated Due date.
lI. ~ TDS for whole financial year has been deposited at the year end. This is not proper.
Quarterly Return has not been filed till date of our audit. As per Sec.234E Of Income Tax Act,
1961 late fees of RS.200 Per day is imposed if the return is not filed within the Due date.
Due date from F.Y. 2016-17 is for 1st quarter is 31stb July, for 2n¢ quarter 31st October, for
3rd quarter 31st January and for 4™ quarter is 31st May.

PSSRl e Adn Lt e

1) VAT, Royalty & Labour Cess:- These taxes are deducted from different type of Contractors &
Suppliers. These taxes are deducted on the payment to contractor and deposited in appropriate
Govt. of different Department as like Bihar Commercial Taxes Dept. Mining Deptt. & Labour

: Deptt. These taxes are required to be deducted at the time of accrual or payment whichever is

' earlier but in the concerned ULB all taxes paid to the appropriate Govt. Account after the

Stipulated Due Date.

Taxes such as Sales Tax (VAT), Royalty, and Labour Cess etc are collected from tinie to time but

payments were made after due date which is not proper.

o
R

Pay-Roll Register:- During the course of Audit the Pay-roll system is functioning satisfactorily,

but ESI, PF contribution, LTA have not been deducted from salary. Only TDS has been deducted
from EO salary.

Inventory/Stores Register:-Inventory/Stores Register has not been maintained properly.

Grant Register & Utilization Certificates:- Grant Register has been maintained by the ULB and
5, upon enquiry of status of Utilization certificate, the E.O. and Head Clerk has explained to us that
L all Utilization certificates relating to current Qtr for financial year 2016-17 and prior period has

Q aittad ta ranecarnad afficn
susmitied 1o concerned oirice.

Y
Summary of utilization certificates given to us.

Deduction of PF:-Deduction of PF have been made.

N Report on findings of field survey of Property Tax of minimum 20 high value properties

€ Field survey of 20 high value properties is attached herewith but property tax register is under
preparation and demand & collection register were not updated and not maintain properly. So in
this regard we checked Z0high value property on the basis of available data.(Annexuie - Bj

(7> M/s R. Shah & Co, Chartered Accountants Page 17
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BELSAND NAGAR PANCHAYAT

ANNEXURE - B (20 High Value)

' :
r Sl.No. WTaOr_d_ : Holding No. ' Amount per annum Assessment Done ‘
; o : ;
1 3 6 1,389.00 NO
2 7 253 | 9,201.00 NO |
3 7 76 3,496.00 NO
4 7 278 | 1,524.00 NO
5 7 281 1,445.00 ~ NO |
6 7 287 2,956.00 NO
K, i 286 1,209.00 NO
8 7 285 1,283.00 NO i
9 7 288 1,881.00 NO |
10 7 | 308 | 10,759.00 ~NO
11 7 289 | 2,111.00 NO
12 7 59 433600 N0 ]
13 7 60 | 3,990.00 NO ]
14 6 150 10,145.00 NO
15 6 157 1,681.00 NO
16 4 119 2,575.00 NO
17 9 | 26 5,511.00 NO |
|18 13 339 2,237.00 NO {
19 13 149 3,628.00 NO
20 10 136 2,082.00 NO ‘

/s R. Shah & Co, Chartered Accountants
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| ' PART-B

All audit objections/ irregularities which have no monetary implication, but significant violation
of Act, Rules & directives of UD & HD. Mention the reference Act & Rules wherein remedial
measures is required. In this part auditor should report in respect of -
1. Non- maintenance of books of accounts, subsidiary registers
M Maintenance of Books Of Accounts: As per Bihar Municipal Accounting Manual following
‘ primary books of accounts are required to be maintained.

; 1. Cash Book (Form Gen-IA)
2. Bank Book (Form Gen-IB)
3. ]otirnal Book (Form Gen-2)
- 4. Ledger (Form Gen-3)
The N.P. is maintaining Subsidiary Cash Books/ Bank Book.
In addition to above following other General Registers and forms are required to be
maintained but the same are not being maintained or not properly maintained-
e Receipt GEN-8
o Receipt Register GEN-9
e Statement on Status of Cheques Received GEN-10
e (ollection Register GEN-11
= Memorandum of Collection GEN-12
o Summary of Daily Collection GEN-13
e Register of Bills for Payment GEN-14
e Payment Order GEN-15
e Cheque Issue Register GEN-16
P o Register of Advance GEN-17
‘ e Register of Permanent Advance GEN-18
€3 e Deposit Register GEN-19
) e Summary Statement of Deposits Adjusted GEN-20
e Demand Register GEN-21
e  Bill for Municipal Dues GEN-22
e Summary Statement of Bills Raised GEN-23
e Register of Notice Fee, Warrant Fee, Other Fees GEN-24
S e Summary Statement of Notice Fee, Warrant Fee, Other Fees GEN-25
: » Register of Refunds, Remissions and Write-offs GEN-26
¢ ) e Summary Statement of Refunds and Remissions GEN-27
i ¢ Summary Statement of Write-Offs GEN-28
- o Statement of Outstanding Liability for Expenses GEN-29
&3 ¢ Documents Control Register-30
ey o Register of Immovable Property GEN-31
@
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e Register of Movable Property GEN-32

e Register of Land GEN-33

e Function-wise Income Subsidiary Ledger GEN-34
* Function-wise Expense Subsidiary Ledger GEN-35
* Asset Replacement Register GEN-36

e Register of Public Lighting System GEN-37

“* The Nagar Panchayat is suggested to maintain all the above "noi maintained"
books of accounts and register so the Nagar Panchayat will run smoothly.

5 .
2. Irregularity in f)rocurement process
No major irregularity observed during the audit.
3. Non-compliance of directives by UD & HD, GOB
There are certain directives which are not being comply by the concerned ULB regularly Jist of
non Complied directives are following:
~ Directives relating to forming a "Municipal Accounts Committee” have not been complied till
date.
~ Directives relating to preparation of practical budget was not followed by the ULB.
- Directives relating to not to hire any individual as a daily wages worker by the UD & HD
through letter no.-04-U.H./1/99/1986/U.D.D25/06/01,but the concerned ULB has failed to
: comply this directives.
e It has been observed during the audit that the concerned ULB has been Failed to comply certain
£3 provisions of Bihar Municipal Act. with respect to Section 86 of Bihar Municipal
. Act,2007,Executive Officer of ULBs should prepare Income and Expenditure Accounts. Further as
B per Section 88, Executive Officer Should Prepare a financial statement Assets and Liabilities from
= the date of ending of Financial Year. As per Section 89 he should prepare a comparative statement
- to "Standing Committee"” for the approval ,but the concerned ULB has failed to do so.
4. Non Compliance of Act & Rules
- Various books of accounts and records, as provided in the Bihar Municipal Accounting Acr and

Rules are not maintained.

5. Non-coempliance of TDS, VAT and other relevant Statute

‘ Tax deducted at source of Income Tax, VAT & Royalty are deposited on vearly basis which is not
L proper it should be deposited within the due date prescribed under the respective statute. We
observed that Income Tax, VAT, Royalty & labour cess for whole financial year hLave been
deposited end of the year.

uu’.
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6. Deficiency in Pay-roll System
The pay-roll system is functioning satisfactory. But ESI, Pension fund contribution, LTA have not
been deducted from salary only TDS has been deducted from EQ salary.

3 7. Utilization of Grant and report on missing Utilization Certificates

~ Grant Register has not been prepared hence it is difficult to ascertain unutilized grant at any
particular time. As explained to us, details of unspent balance has been given to us and Utilization
certificates up te 31.03.2016 has been sent to the Government A Summary of Utilization
certificate provided to us during the course of audit has been attached at the end of report.(List

. attached)
£33N
: 8. Physical verification of inventory/Stores
Store Register has been prepared but proper entry was not entered in proper way and physical
; verification of inventory/stores has not been done.
*The Nagar Panchayat is suggested to maintain Store Register so that he can know the
stock quantity, value of stock, etc. at any point of Time.
9. Advances, their adjustment & recovery
Advance Register has not been prepared hence it is very difficult to monitor advances, their
recovery and adjustment. Hence, there is a possibility of defalcation of cash.
*The Nagar Panchayat is suggested to maintain Advance Register so that he can know the
status of Advance position of his employees, contractors, vendors and others at any point of
Time.
10. Any other matters as may be prescribed in due course,.
Staff Accountant should be provided with necessary training to prepare the books for smeoth
o~ operations ULB. '
R
N
4o
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General Observations: Auditor should report the deficiencies noticed during their audit and
recommend ULB Management to improve internal systems.

3 A. Whether the postings for the entries in the books of original entry have been correctly
. made in the respective ledger accounts.
No, Ledger accounts have not been prepared by the Nagar Panchayat.

£7 B. Whether all the books of accounts and supplementary registers that are prescribed in the
Accounts Manual/other applicable regulations have been properly maintained by the ULB.

List attached above.

C. Whether the Quarterly Financial Statements have been compiled on the basis of the actual

entries in the books of accounts.
No quarterly Financial Statements have been prepared by the N.P,

D. Whether the period-end and reconciliation procedures prescribed have been carried out.
No, period-end and reconciliation procedures as prescribed have not been carried out.

E. Whether the Bank Reconciliation statements have been prepared and are appropriate.
Bank reconciliation statement has not been prepared by the N.P.

( F. Whether all grants from Government have been accounted at gross value with proper

. entries to various accounts.
18 Yes, all grants from Government have been accounted at gross value but all transactions are not

correctly classified with sufficient details.

. G. Whether all transactions (incomes, expenditures, assets and liabilities) are correctly
Yot classified and stated in sufficient detail.
No, all transactions have been classified as incomes and expenditure Only. Assets and liabilities

have not been recognized.

H. Whether all grants sanctioned or received by them municipality during the year, have been
accounted properly, and where any deduction is made out of such grants towards any dues
of the ULB? Whether such deductions have been properly accounted.

Grant received during the year has been properly Accounted for. Information about grant
sanctioned and deductions made out of such grant is not available with the ULB.

I. Whether any Special Funds have been created as per the provision of any statute and
whether the Special Funds have been utilized for the purposes for which they have been

created.
No Special fund has been created by the ULB.

M/s R. Shah & Co, Chartered Accountants Page 22
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} M/s R. Shah & Co, Chartered Accountants

In respect of contracts that are in existence during the year, whether there are any
deviations from the sanctioned plans and the estimates without the sanction of the

competent authority.
On our test check we did not notice any major deviation.

. Whether the ULB is maintaining proper records showing full particulars, including

quantitative details and situation of fixed assets; whether these fixed assets have been
physically verified at reasonable intervals; whether any material discrepancies were
noticed on such verification and if so, whether the same has been properly dealt with in the

books of account.
No, record of fixed assets has not been maintained by the ULB. Physical verification of fixed assets

has not been done during the financial year under audit.

. Whether in case of leasehold property given by the ULB, lease rentals are collected

regularly by the ULB and that the lease agreements are renewed after their expiry.
As explained to us, no property of the ULB has been given on lease.

. Whether physical verification has been conducted by the ULB at reasonable intervals in

respect of stores.
No, physical verification of stores has not been conducted by the ULB at reasonable intervals.

. Whether the procedures of physical verification of stores followed by the ULB are

reasonable and adequate? If not, the inadequacies in such procedures should be reported.
No physical verification done.

. Whether any material discrepancies have been noticed on physical verification of stores

as compared to book records, and if so, whether the same has been properly dealt with in

the books of account.
No physical verification done.

. Whether proper procedures are in place to identify any unserviceable or damaged stores
t

A lhatlh ial ¥, +rhal in thic - + if [ 3 ~ inth
anQ wieuier Pprovision i0T7 UGe€ 1055 in tnis respedy, ir any, nas seen made in the account

No there are no procedures are in place to identify any unserviceable or damaged stores.

w

. Whether the valuation of stores is in accordance with the accounting principles laid down

in the rules? Whether the basis of valuation of stores is same as in the preceding year? If
there is any deviation in the basis of vaiuation, the effect of such deviation, if materiai,
should be reported.

No valuation of stores has been done.

. Whether the parties to whom loans or advances have been given by the ULB are repaying

the principal amounts as stipulated and are also regular in payment of the interest and
if not, whether reasonable steps have been taken by the municipality for recovery of the

principal and interest?
There is no case loans and advances other than advance to staff.

Page 23
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Whether advances given to municipal employees and interest thereon are being

regularly recovered.
Advance is being given to municipal employees but no interest has heen charged.

@

'I. Whether there exists an adequate internal control procedure for the purchase of stores,
ik including components, plant & machineries, equipment and other assets?
No, there does not exist any internal control procedure for the purchase of stores, including

i3 components, plant and machinery, equipment and other assets.

L3 U. Whether applicable procurement rules and procedures are being followed and if so,
-~ significant deviations should be identified and reported.

= No significant deviation observed.

V. Whether the municipality is regular in depositing statutory dues including tax deducted at
source, service tax, VAT, works contract tax, cess payable to the government etc., and if not,
the nature and cause of such delay and the amount not deposited.

No, the municipality is not regular in depositing statutory dues including tax deducted at source,
service tax, VAT; works contract tax, cess payable to the government etc. We observed that all
such taxes deducted during the financial year have been deposited in the year end.

W.Whether the municipality is regular in remittance of pension and leave encashment
contributions or any other amounts which the municipality is liable to remit towards
the retirement dues of its employees, including employees on deputation.

The municipality is not given any contribution to PF or pension Fund. Employee contributions to
PF and pension fund are being deducted from the salary of the employee and are being deposited
L2 in a separate bank account opened for the purpose.
oy X. Whether any personal expenses have beencharged to the municipality’s accounts; if so, the
details thereof.
o  We did not notice any such expenses.
& Y. Whether all the expenditure incurred by the Municipality are authorized by
i ra appropriate provision in the sanctioned budget, whether made originally or subsequently
. 5 and are in all cases such as are authorized by law.

Yes on our test check we observed that all the expenditure incurred by the Municipality are
authorized by appropriate provision in the sanctioned budget.

Whether all revenue has been properly assessed, accounted for, collected and recovery

action taken cn timely basis.
Yes, revenue has been properly assessed, accounted for and collected. Recovery action taken on

timely basis.

N

AA. Whether all sums due to and received by the Municipality have been brought to account
within the prescribed time limits and are in all cases such as are authorized by law.
No tax collected by the tax collector are not deposited on daily basis . We observed that it is

being deposited at interval of 2-3 weeks.
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~

AB. Whether in respect of all bills for charges on account of all works and other expenditure,
proper certificates have been furnished in support of them and that no deviation has
; been made for the sanctioned plans and the estimates without the sanction of the
< competent authority.
E Yes on our test check we observed that all bills for charges on account of all works and other
expenditure, proper certificates have been furnished in support of them and that no deviation has
been made for the sanctioned plans and the estimates without the sanction of the competent
authority.

AC. Whether the amounts received as specific grants have been utilized for the purposes as
] stated in the grant sanction order.

Yes on our test check we observed that amounts received as specific grants have been utilized for
the purposes as stated in the grant sanction order.

AD. Whether biometric devices and payroll software are used at the ULB. If not whether there
is satisfactory system of payroll accounting; otherwise mention the key deficiencies of the
system.

Biometric device used for attendance and payroll software are not used at the ULB. Pay roll
system of the municipality is satisfactory as its maintain Attendance register, contain leave
records, details of deductions made etc.

AE. Whether the grievance redressal mechanism for the ULB is sufficient.
No, we did not observe any grievance redressal cell functioning at the ULB.

“ For R. Shah& Co.
Chartered Accountants

Place: Ranchi FRN No.- 502010C
. Date: 30.01.2018 @ v/\w
&
SRS CA. Neetu Jejani
% (Partner)
M.N.- 406561
{)
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