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ATIDIT METIICIDOLOGY AIYD AI}PBAACH

Audit Methodology

V/e have conducted the internal audit of Nagar Panchayat - Kanti, fcr the year ending on 3ltt March, 2016
(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 0i, 2015 to March 31, 2016. 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's financial maragement systems, including internal controls for entire

audit perioC. We applied necessary tests and controls, as we considers necessa:y unCer the circumsknces.

During the course of our audit we reviewed the below rnentioned documents and registers:

l) General Cashbook, all Subsidiary Cash Books for the period from ltt April 2015 to 3lttMarch
2016 maintained manually in the Nagar Panchayat..

2) Vouchers along with supporting documents;
3) Receipt Books
4) Cheque Issue Register
5) Other necessary records and registers

The major observations during the course of Intemal audit have been discussed with the Executive

Officer & Accountant of the Nagar Panchayat.

M/s RShah & Co, Chartered Accountants Page 3
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Audil Approach_

The purpose of defining the audit approach is to ensure that sufficient, appropiate audit evidence
is collected to enable the drawing of a conclusion with respect to each of the audit objectives.

An effective approach will normally incorporate a variety of auditing tools and techniques.
DitTerent tools and techniques have various strengths and weaknesses.

Testing of internal controls was carried out by checking a sample of transactions for the period covered by
the audit.

Apart from the test of controls and sarnples, we also carried out various types of analytical reviews to
understand as well as highlight unusual or significa.nt trends in the business.

Our obserzations, resulting from the audit tests performerl on a sarnple oi transactions, are set out under
"Part-A, Part-B & Part-C' of the audit report and include our recommendations for addressing these
observations.

Place :Ranchi

Date :31-03-2017

For R. Shah & Co.
Chartered Accountants
FRN.- 502010C

4q^^
CA. Neetu Jejani
(Partner)
M.N.- 40656t

M/s R.Shah & Co., Chartered Accountants Page 4
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Name of ULB :KANTI

Compliance (Mention
the para no & Page no

of audit report)

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

a) Intemal Auditor should see the compliance of Bihar Municipai
Act and specifically Chapter LY to X!' and related rules and

regulations as well as related directives by IJD&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 rvith special attention to following Rules of BMAR

! Rule 22: All moneys to be brought to account

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

n Rule 69: Grant Related Compliance

il Rule 120-l2l: Monthly Reoeipt & Payment Account and Trial

Balance

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

a) Report and quantifr all rnajor 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 of ail collection of Taxes and Non-Taxes

either through staffor outsourced agency and report ofany lapses in

controls, if any and also advise recommendations to strenglhen the

prevailing processes;

Complied

of Part.Z

summary
7&8

in Para No.2

of Executive
at Page no

Co*plia in Pa; Nr.
9,10,12&13 of Part 2

of Executive Summary
at Page no 7&8

Complied in Para No. 15,

16. 17 &18 of Part.z. of
Executive Summary at

Page no 7&8

4.4 &
4.5

i

i

I

IL

Relevant Clause of Scope of Work of the Contract

i Clause

Complied in Para No. I
& l4of Part 2. of
Executive Sumntary at

Page no 7&8

IvI/s R.Shah & Co, Chartered Accountants Page 5
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4.6 Report in a separate chapter on implementation cf SAS of property

Tax in the ULB; internal auditor should witress some assessment
procedures to check any in-consistencies in assessment. At least 20
high vahre properties in the city /town ( irrespective of the fact that
SASis 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 Para no 19

of Part 2 of Executive
Summar5 at Page no.8

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

4.7 Complied in para no 20
of Part...2.. of Executive
Summary . at Page no 8

6 4.8 Report on Piocurement made including through E-Tendering and E-
Auction indicating exceptions, if any and whether a register is kept
for all Procurenrents with value above fu. 15,000/-

Complied in para no 2l
of Part 2 of Executive
Summary at Page no 8

7 4.9 lnternal auditor shall also report on presence or absence ofa system

of issuance of utilization certificate forthe different schemes for any
utilisation made during the reporting pericd; Where there is no
system for issuance of U/Cs, the lnternal Audit report shall prepare

Utilisation Certificate for various schemes/grants as per the
guidelines of such scheme available on the UD&HD vzebsite.

Complied in para no 22

of Part 2 of Executive
Summary at Page no ..8.

ao 4.10 internal Audit can also, provide recommendations to help the ULB
management improve the ULB's internal control environment;

Complied in para no Ato
I of Part 4 of Audit
Recommendations at

Page No.9 & 10

9 4.11 Internal Audit should report instances of losses, failures or
inefficiencies and recommendations and/or measures which can be

taken to avoid their recurrence in future.

Complied in Para No.A
of Part 5 of Main Audit
Report at Page no ..17.

M/s R.Shah & Co., Chartered Accountants Poge 6
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LXECUTTVE STTMMARY

1. Introduction

Name of the Municipality Kanti Nagar Panchayat

Period Covered under Current Audit 1" Apr 2015 to 31s'March 2016

Name of the Chief Municipal Officer for Smt. Hira Kumari
the under Audit

2. Result and Findings

) Strenglh

* Following strengths have been observed in the audit ofNagar Panchayat.

D The General Cash book & ali the Subsidiary Cash Books have been maintained by the
ULB.

) Atrendance Register of Staff were maintained properly.

D Salary Register maintained by the ULB.

> All the Books & Register have been verified by Executive Officer on monthly basis.

D Staffs were cooperative during the Audit period.

D Weakness

* Follou,ing weaknesses have been observed in the functioning of office, maintenance of records etc.

1. There is a lack of internal control w,r.t collection of taxes. Tower tax is not being collected for

F.Y.2015-16 and not prepared outstanding dues chart by the ULB.

2. Fixed Assets Registcr is not maintained by the ULB.

3. Demand and collection register have not been prepared in proper manner, hence it seems difficult to

ascertain total tax dues. No penalty/ surcharge have been imposed for non-payment of demand.

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

Audit Conducted on Mry, 30th Juner 28'o JuIy

M/s RShah & Co., CharteredAccountants Page 7
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v 5. Taxes collected by tax collector are not deposited on daily basis. As per Rule 27 of BMAR it
should be deposited on daily basis.

6. Advance Register is not prepared hence it is difficult to monitor for advances given and adjustment
thereof.

7. Grant Register is not maintained, hence it is difficult to find unutilized grant at any point of timc.

8. Budget not prepared by the ULB.

9. Nagar Panchayat has failed to complv with certain rules and directives of UD & HD.

l.Directives relating to forming a "Municipal Accounts Commitee" have not been

complied till date.

2. Directives relating tc prepare a practical budget have not been comnlied with.

l0.Bank Reconciiiation Statement for any of the account is not prepared hence it is difficult to monitor
possibie fiaud.

I l.There is lack of internal control on deduction and deposit of various taxes.

12.The ULB has not maintain the proper Log Book Register.

13.No ESI, Pension Fund have been deducted from the salary of the employees.

l4.Taxes such as Sales Tax(VAT), Royalf, and Labour Cess etc are collected from time to time but

payments are made on yearly basis which is not proper. Royalty, Vat, Labour Cess for F.Y. 2015-16

Rs,209456/-,Rs,518489/-,Rs.163645i- respectively deposited on 30/0312016. Taxes should be

remitted to the Govt. account on timely basis otherwise delayed interest charges may be imposed.

15.Yes All money have been bror.rght to account.

16.No, Collection have not been deposited into bank on the same day.

lT.Monthly Recipt & payment Acount and Trail balance is not being made.

l8.The process of Audit to be copleted and report Within 6monts is in progress.

l9.No Self Assement of Properly tax being done.

20.On verification of vouchers on all payments above Rs. 10,000.00, 'tve have found that these are

appropriates and is in order with respect to documentation and approval etc.

2l .No, Register for E-tender & Auction is not been rnaintained by ULBs.

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

utilisation made during the reporting period

!
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3. Opinion

*Overall opinion of the Audit team about the functioning of the Municipality is as under:-

The frrnctioning of the Municipality is very weak due to following reasons:

Collection from own sources is very poor.

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

BRS is not prepared on a monthly basis, so it is difficult to keep record of variances befiveen
Cash Book and Bank Passbook balances. Non preparation of BRS would lead to irnproper
use of available funds.

Most of the prescribed Books of accounts are not maintained.

Internal Control w.r.t. collection of taxes, monitoring of grani, monitoring of advances,

monitoring of schemes etc. is very poor.

Grant received for various purposss are not utilized on tirnely basis.

There are serious lapses in deduction and deposit of statutory dues such as Sales Tax(VAT),
Royalty, Laboul cess etc.

A huge portion of fund received by the ULB from GoB is left unspent .So the Closing Bank Balance

is huge.

Tractor purchased on 13/03/2007, but registration not done till the date of audit at MVI office.

JCB purchased on 28102/2}l5,but registration not done till the date of audit at MVI office.

4. AuditRecommendations

* The recommendations of Audit team on the observed weakness is as under:-

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

b) PF & ESI should be deducted from salary, if applicable.

c) Grant Register should be prepared.

\.

\,

v

NI/s R,Shah &Co,, Chartered Accountants Page 9
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d) Denrand & Collection Register of all ti're rvards should be prepared and calculation should be done as

per new assessment.

e) Collection from or,vn sources should be improved.

f) Collection by tax collector should be deposited on daily basis.

g) Bank reconciliation Statement should be prepared on monthly basis.

h) All the statutory dues should be deposited on timely basis and returns prescribed under respective
laws should also be filed on timely basis.

i) New staff are to be appointed by the management for smooth running of the ULB and they
should be equipped with regular training to run the ULB smoothly.

v

M/s R.Shah &Co., Chartered Accountants Page 70
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5. Comments from lllanagement

The audit report has been discussed with us; we will try our best to remove the irregutarities
pointed out in the aurdit report.

For Kanti Nagar Panchayat
(Executive Officer)

6. Acknowledgment

We thanks Srnt. Flira Kurnari (Executive Officer), for his support during the period of our audit. We are

also thankfulto Mr. Pankaj Kumar (Accountant), Tax Daroga and support staffs of the municipality for
their cooperation extended to us during the period ofour audit.

Place :Ranchi

Date :31-03-2017

For R.Shah & Co.
Chartered Accountants
FRN.- 502010C

,t-/

,CV{ 
-

(:) ,

I

CA. Neetu Jejani
(Partner)
M.N.- 406561
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MAIN AUDIT REPORT

1. Introduction

The tnternal audit of Nagar Pancha,vat Kanti covering period from ltt April 2015 to 3lst March, 2016
was conducted by following persons under guidance of CA Neetu Jejarri

i. Rana Burha Gohain

ii. Ajay Singh

iii.Anjali Singh

Administration

The present body of the ULB is functicning since June 2012The incurnbency irr the key administrative
anc! executive position was as under:

I . Smt Shobha Kumari Gupta, Chairperson trom 09/06 /2012 till date.

2. Smt. Hira Kumari, Executive officer from Sept 2016 till date.

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

List of outstanding audit paras are as under.:-

l. Grant register has not been maintained by the Kanti Nagar Panchayat.

2. Sairat Bandobasti register has not been nraintained by the nagar panchayat. Stamp duty

@ 3% on Rs. 4,65,500.00 for 201 I - 12 and on Rs. 3,5 I ,000.00 for 2012-13 had not been

realised.

3. There was no any base for the collection of holding tax prior to March 2012. There are

sl.
No

Particuiars
of Audit

and date of
report

Total
No. of
Audit
Paras.

Total No. of
audit paras

rvhere

necessary
improvenrenU

corrective
measure is
required

Total No.
of audit

paras

where
recovery
of cash is
proposed

Total
No.

of audit
paras

where
recovery
has been

made

Total I Total No.
amount I of

Iof I outstanding
Recover I paras where

y I no action
I has been

I taten

No. &
date of

Complia
nce

report

1

A.G.Audit.Date
d 10t0312014

27 27 0s 0l 647.00 I ---- ZI,
Letter
No.57
dtd.23l0
212015

Nl/s R.Shah & Co, Chartered Accountants Page 72
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14 wards in the Nagar Panchayat. Out of 14 wards, valuation in the 7 wards had been

done and holding ta,r had been collected only from 5 wards. There was no any tax

collected from ward 5 and ward 6. Valuation had not been done in the Remaining 7

wards.

4. An amount equal to Rs. 104103.00 as health and education cess upto 2013 has not been

deposited in the concerned account of the government.

5. An amount equal to Rs. 186424.00 had been excess paid in purchase of 14 solar lights.

6. An amount equal to Rs. 4l,ll)2A.00 was outstanding on govemment building upto

31.03.2013 for property tax.

7 . '[-ate fine @ l|Yo on bill amount on delayed execution of work contract has not been

imposed.

Yojna
No.

Name of
the

contractor

Tender
Amount

Date of
work
order

Expected
date of
completion

Actual
Date of
completion

BillAmount Date of
measurment

Am
ount
paid

to
cont
raco

r
211t-
12

Dinesh
Paswan

595680.00 -? 1.03.1 I 30.04.11 25.04.t2 476141.00 20.10.11 522
400.

00
30018.00 02.11.1I
89521.00 25.04.12

04fi1-
l2

597380.00 31.03.11 30.04.11 28.06.11 422781.00 5.06.1 1 522
59t.

00
t72899.00 28.06.11

Total 1191360.00

M/s RShah &Co,, Chartered Accountants Paae 73
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4.X'inance

I. Budgetary provisions and expenditure for the last three years.

II. Volume of transactions

Budgeted
(1s-16)

Opening
Balance

Cumulative
for the
current
period
15-l

ss200758.t9

41270449.00

6ss37587.19

15108040.00

ss200758.19 65537587.19

Year 201S16 2014-15 2013-14

FinaV Revised Budget Budeet not Prepared Budeet not Preoared Budeet not Prepared

Actual Expendi 30933620.00 1s 108040.00 s264053.00

Savinss (+)/ Excess (- Indeterminable Indeterminable Indetenninable

Previous I Corresponding I Current
year(14-15) | Period of i Pcriod

Previous year | (15-16)
(14-ls)

55396079.1e | 552007s8. 1 9-T-
t 49127 19.00 I 4127 0449.00

70308798.19

s5396079.19

149t27t9.00

96471207.19 9647t207.19

1sr08040.00

55200758.19

M/s RShah &Co,, Chartered Accountants Poge 74
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III. Bank Reconciliation

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

S.No Name of Bank Account No. Balance as on 31.03.2016
I SBI x)ofi0024 118047.00

2
SBi

)c(xx75r6 1199507.00

J
SBI

x)Ofi7865 1058336.00

4
IIBI

)oo(xs200 t69745s.00

5

UBI
x)cfi7555 622629.40

q

7

UBI
x)Lxx4876 4591601.00

UBI
xx)c(8613 2475535.00

8
UBI

xxxx4869 497t35.04

9
UBI

xYxx5728 33t97.00

l0
BOI

xxxx1465 2s538.00

11 BOI xx)coiTl 11011s.00

t2 BOI xxxxzt6l i09956.00

t3 BOI xxxx2438 473408.98

t4 BOI )coc$l10 34723.t0

l5 BOI xxxxl645 122478.00

t6 BOI yJxx2l62 3049631.00

t7 BOI xxxxt646 70008.00

l8
BOI xxxxl593 r4965.00

t9
PNB xxxx7009 t347.00

20
CANARA BANK xxxxos53 30s2428.00

21 PL A/C 39438754.00

22

IOB xxxx005l

Bank not
updated
till date of
Audit

Total of Bank 58796793.19

Total as per Cash Book 6ss37587.19

Difference 6740794.00

It[/s RShah &Co., Chartered Accountants Page 75
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Bank Reconciliation Statements have not been prepared by the Nagar Panchayat.
There is a difference of, Rs. 6740794.00 between Cash Book and Consolidated
Balance as per Pass Book of all accounts and Treasury PL Account. One bank alc of
IOB is not update till date of audit so difference between cash book and bank balance
is huge.

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

fV. Revenue Recei

V. Status of Implementation of Double Entry Accounting System

Double Entry Accounting System is not operational in the Nagar Panchayat Kanti till date.

VI. Status of Municipal Accounts Comrnittee; if meeting held

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

subssquent thereto, but no Municipal Accounts Committee has been constituted by the Nagar

[- Pertod --l Brds.t.d
r I (rs-r6)

Previous
year(14-15)

Corresponding
Period of

Previous year
(14-1s)

Current
Period
(1s-15)

Cumulative
for the
current
period
(15-15)

a) Own Source

Budget
not

Prepared

Tax 161180.00 l6l 180.00 207913.00 207913.00

Assisned revenue s02221.00 s02221.00

Others (Fees & User
Charees) 330000.00 330000.00
(b) Administrative
Grant
(c) Specific Grant
Admin Bui r 13823.00 113823.00 l r 8420.00 l 18420.00

4th Finance 9980205.00 9980205.00 3-?09.00 3309.00

Pool And R-oad

Contruction 24178.00 24778.00 7188029.00 7188029.00

BRGF 930278.00 930278.00 t750245.00 17s0245.00

Various Schemes 2870234.00 2870234.00 32002s33.00 32002fi3.40
TOTAL 14912719.00 14912719.00 41270449.00 41270449.00

M/s R.Shah & Co, Chartered Accountants Poge 76
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Panchayat till the date of our audit.

Audit Observations

SPABtA

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

areas:

b) Excess payment against bill, lack of prudence in
payrnent against voucher, inefficiency in controls

resultins loss to ULBs
c) Report on findings of field survey of Property

Ta,r of minirnum 20 hi value

Leakage of own source revenue either due to
wrong assessment or non- levy of property tax,
mobile tower tax, rent on municipal properties,

advertisement tax fees etc.

We observed that no mobile tower tar,
advertisement tax, sanitation tar, have been

collected during the year.

New Assessment hqs been done since2009
and the processes of self assessment of

are in Drosress but at a slow rate.

During the course of audit, we did not
observe any excess payment against bill, lack

Field survey of 20 high value property tax

r is listed below.

Si.No. Ward No. HoldingNo. Amount per annum Assessement done

7 2t 2268.00 Yes

2 7 24 1728.00 Yes

J 7 38 3969.00 Yes

4 7 57 2430.00 Yes

5 7 I 2s92.00 Yes

6 7 35 6480.00 Yes

7 7 36 2592.00 Yes

8 7 64 2160.00 Yes

9 7 78 2016.00 Yes

l0 7 79 2074.00 Yes

lt 7 82 s 184.00 Yes

t2 7 83 2808.00 Yes

l3 7 88 34s6.00 Yes

14 7 106 2160.00 Yes

t5 7 125 5184.00 Yes

16 7 t23 2304.00 Yes

l7 7 133 r 080.00 Yes

t8 7 t34 r 440.00 Yes

M/s RShah &Co., Chartered Accountants Page 77
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PART-B

All audit objectionsi irregularities which
violation of Act, Rules & directives of
wherein remedial measures is required.In

a) Non- maintenance of books of accounts ,

subsidiary registers

have no rnonetary implication, bot signiticant
UD&HD. Mention the reference Act & Rules
this part auditor should report in respect of -

As per Bihar Municipal Accounting Manual
Following primary Books of accounts are required
to be maintained :

l. Cash Book (Form Gen-IA)

2. Barfr- Book (Form Gen-IB)

3. Joumal Book (Form Gen-2)

4. Ledger (Form Gen-3)

The N.P. is maintaining General & Subsidiarl'
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-

I Receipt GEN-8
2 Receipt Register GEN-9
3 Statement on Status of Cheques Received GEN-
l0
4 Collection Register GEN-I l
5 Memorandum of Collection GEN-12
6 Summary of Daily Collection GEN-13
7 Register of Bills for Payment GEN-14
8 Payment Order GEN-15
9. Register of Public Lighting System GEN-37
l0 Register of Advance GEN-17
l1 Register of Permanent Advance GEN-18
l2 Deposit Register GEN-19
13 Summary Statement of Deposits Adjusted
GEN.2O
l4 Demand Register GEN-21
l5 Bill for Municipal Dues GEN-22

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

16s Statement of Bills Raised GEN-23
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17 Register ofNotice Fee, Warrant Fee, Other
Fees C}EN-24
l8 Summary Statement ofNotice Fee, Warant
Fee, Other Fees GEN-25
l9 Register of Refrrnds, Remissions and Write-
offs GEN-26
20 Summary Statement of Refunds and
Remissions GEN-27
2l Summary Statement of Write-Offs GEN-28
22 Statement of Outstanding Liability for
Expenses GEN-29
23 Documents Control Register/Stock Account of
Receipt/Cheque Book GEN-30
24 Register of Immovable Property GEN-31
25 Register of Movable Property GEN-32
26 Pegister of Land GEN-33
27 Function-wise Income Subsidiary Ledger
GEN-34
28 Funotion-wise Expense Subsidiary Ledger
GEN.35
29 Asset Replacement Register GEN-36
30 Resister of Public Lishtins S GEN.37

b) Inegularity in procurement process No, there is no irregularity observed during Audit

c) Non-compliance of directives by UD &
HD, GOB

d) Non Compliance of Act & Rules

e) Lack of intemal Control measures There is a lack of internal control w,r.t
collection of taxes.

Fixed Assets Register is not maintained by the
ULB.

have not

Nagar Panchayat has failed to comply with certain

rules and directives of UD & HD.

l.Directives relating to forming a "Municipal
Accounts Commitee" have not been complied till
date.

2. Directives relating to prepare a practical budget

have not been complied with

Various books of accounts and records, as

provided in the Bihar Municipal Accounting Act

and Rules are not maintained. Also, there is non-

compliance of various acts such as Income Ta:<

Act,l96l, VAT Rules etc.

M /s R,Shalt & Co., Chartered Accountants
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--I-been prepare@ hence it
seems diffrcult to asce.rtain total ta:< dues. No
penaltyi surcharge have been imposed for
non-payment of demancl.

There is no proper cash handling neither any
locker u,as kept by the ULB.
Ta"xes collected by tax collector are not
deposited on daily basis. As per Rule 27 of
BMAR it should be deposited on daily basis

otherwise a sum of Rs. 500i- per day may be

imposed tbr delayed deposit.

Tower tax is not being collected at all..
Advance Register is not prepared hence it is
difficult to mcnitor for advances given and

adjustment thereof.

Grant Register is not being maintained hence

it is difficult to find unutilized grant at any

point of time.

Bank Reconciliation Statement for any of the

account is not prepared hence it is difficult to
monitor possible fraud, if any.

There is lack of internai control on deduction

and deposit of various taxes. On deduction of
taxes, liability is not created hence it is

difficult to ascertain tax payable at any point

of time.
o The ULB has not maintain the proper Log

Book Register.

No ESI, Pension Fund have been deducted

from the salary of the emPloYees.

Taxes such as Sales Tax(VAT), TDS,

Royalty, and Labour Cess etc are collected

from time to time but payments were pending

till the date of audit which is not proper.

Royalty, Vat, Labour Cess for F.Y. 2015-16

Rs,2O9 456 l-,Rs,s I 84 89/-,Rs. I 63 645 l'
respectively deposited on 3010312016. Taxes

snoUa be remitted to the Govt. account on

timely basis otherwise delayed interest

_ charges may be imPosed.

Tax deducted at source(TDS), VAT, Labour Cess

& Royalty are not being deposited on monthly

basis which is not proper it should be deposited

o

t

I Non-compliance of TDS, VAT and other

relevant Statute

M/s RShah & Co., Chortered Accountants Page 21
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h) Utilization of Grant and report on
missing Utilization Certifi cates

Physical verification of inventory/Stores

j) Advances, their adjustment & recovery

*ithin tire aue aate presc"@
statute. We observed that VAT, Royalty &
Labour cess for whole financial year has been

deposited at the year end. Ta,res should be

remitted to the Govt. account on timely basis.

The pay-roll system is not frrnctioning
satisfactorily as ESI, Pension Fund Contribution,
LTA have not been deducted fi'om Salary. Only
TDS has b""n ded."t"! E9*!9 lalg5l_
Utilization certificate has been sent to the
copies of utilization certificates have

to us durins the course of audit.
Stores Register has not been prepared and
physical verification of inventory/stores has also

not been Cone.

Eofr,
been

+

g) Deficiency in Pay-roll System

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. As di.scussed

with the Accountant there is no advance given to
for the financial year 2015-2016.

Staff strength in the accounts department needs to
be increased. Accountant should be provided with
necessary training to prepare the books, which can

add value addition to the functioning of ULB.

k) Any other matters as may be prescrtbed

in due ourse.

M/s R.Shah & Co,, Chortered Accauntants Poge 22
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PART- C

General Observations: Auditor should report the deficiencies noticed during their audit and
recommend ULB Management to improve internal systems.

Whether the postings for the entries in the books
of original entry have been correctly made in the

accounts
Whether all the books of accounts and
supplementary registers that are prescribed in the

No, Ledger accounts have not been prepared by
the Nagar Panchayat.

Manual / other icable regulatio

No, except General Cash book
Cash Books, no other books of
been maintained.

and Subsidiary
accounts have

ft

Accourts Manual / other appllcable regulatlolls I been mamtanned.

beyglg., pr"perty -^irt i".
Whether the Quarterly Financial Statements have i Quarterll Financial Statements have not been
been compiled on the basis of the actual entries in I prepared by the Nagar Panchayat..
the books ofaccounts; I _
Whe -T'No, period-effi pr*"a*o ut
orocedures orescribed have been carried out. i orescribed have not been carried out.

Whether the Bank Reconciliation statements have

been prepared and are approDriate

No, Bank Reconciliation Statements have not
been prepared bv the Naear Panchayat.

Whether all grants from Government have been

accounted at gross value with proper entries to
various accounts

assets and liabilities)are correctly classified and

stated in sufficient detail;
W
municipality during the year, have been accounted

properly, and where auy deduction is made out of
such grants towards any dues of the ULB?
Whether such deductions have been properly

accounted:

Yes, all grants from Government have been

accounted at gross value but all transactions are

not correctly classified with sufficient details. No
Grant Register is maintained.
Yes all transactions have been classified as

incomes and expenditure but assets and

liabilities have not U..n t..ognirta

accounted for. Information related to grant

sanctioned and deductions made out of such

grant is not available with the IJLB.

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 such Special fund has been created by the

Nagar Panchayat.

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 arlihority;
Whether the ULB is maintaining proper records

showing full particulars, including quantitative

details and situation of fixed assets; whether these

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

Nq
maintained by the ULB. Physical verification of
fixed assets has not been done during the

Y
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i reasonable intervals; whether any material
discrepancies were noticed on such verification anC

if so, whether the same has been properly dealt u'ith
in the books of account;
Whether in case of ieasehold property given by
the ULB,lease rentals are collected regularly by
the ULB and that the lease agreements are

renewed after their expirry;
Whether physical verification has been conducted
by the ULB at reasonahle intervals in respect of
s

Whether the procedures of physical verification of
stores fbllowed by the ULB ale reasonabie and

adequate? If not, the inadequacies in such

should be

Whether any material disuepancies 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
aocount;

Whether proper procedures are in place to identify
any unserviceable or damaged stores and rvhether
provision for the loss in this respect, if any, has

been made in the accounts;

financial year under audit.

No physical verification of stores has been done.

No physical verification done.

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

No valuation of stores has been done.

No there does not exist any internal control
procedure for the pttrchase of stores, including

---l

\"

tv

As explained to us no property of the ULB has

heen given on lease.

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

Whether the valuation of stores is in accordance

with the accounting principles laid do.rn 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 valuation, the effect

of such deviation, if material, should be

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

inierest?

Whether advances given to municipal employees

and interest thereon are being regularly recovered;

Wh.the. ther" .*istt a, aaequate internal control
procedure for the purchase ofstores, including

components, plant and rnachinery, equipment and

There is no case of loans and advances other

than advance to stafffor expenditure.

Advance Register tras not been maintained so we

are unable to veriff whether it is being recovered
or not or anv adiustments made or not.

mls nsnan &to,, Chartered Accountants
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v

other assets?

Whether applicable procurement rules and
procedures are being followed and if so,
significant deviations should be identified and

Whether the rnunicipality is regular in remittance of
pension a"rd leave encashment contributions or
any other amounts which the municipality is liable
to remit towards the retirement dues of its

I employees, including employees on deputation;

I whether any personal expenses have been

I charged to the municipalitv' s accounts; if so, the

4gB!! th.r.gl_
Whether all the expenditure incurred by the

Municipality are authorized by appropriate
provision in the sanctioned budget, whether made

originally or subsequently and are in all cases such
as are authorized by law;
Whether all revenue has been properly assessed,

accounted for, collected and recovery action taken
basis;

Whether all sums due to and received by the

Municipality have been brought to account within
the prescribed time limits and are in ail cases such

as are authorized by law;

Whether the amounts received as specific grants

have been utilized for the purposes as stated in

the sanction order;

Whether biometric devices and payroll software are

used at the ULB. If not whether there is satisfactory

and other assets.

No significant deviation observed.

No, the municipality is not regular in depositing
statutory dues including TDS, Service ta:(, VAT,
Works contract tax, Labour cess payable to the
government etc. We observed that all such tares
deducted during the financial year have not been

No, Contribution to pension frrnd is not being
deducted from the salary of the employee.

We did not observed any such expenses.

Yes, on our test check we observed that all the
expenditure incurred by the lr{unicipaliry are

authorized by appropriate provision in the

sanctioned budget.

also not taken on timely basis.

No, tax collected by the tax collector are not
deposited on daily basis.

Yes, on our test check we observed that all bills
for charges on account of all works and

other erpenditure, 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

No revenue has not been
accounted for and collected.

No, biometric devices and

not used at the ULB. PaY

properly assessed,

Recovery action is

payroll software are

roll system of the

ll accountins: otherwise mention as its maintain

Whether the municipaliry" is regular in depositing
statutory dues including ta:< deducted at source,
service ta(, VAT, works contract ta)<, cess payable
to the govenunent etc., and if not, the nature and
cause of such delay and the amount not deposited;

Whether in respect of all bills for charges on

account of all works and other expenditure, proper

certificates have been fumished 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;

Yes, on our test check we observed that amounts

received as specific grants have been utilized for
the pumoses as stated in the grant sanction order.

M/s Rshdh & Co., Charterad Accountants
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Whether the grievauce redressal meshanism for the
ULB is sufficient.

Attendance register, contain leave records,
details of deductions made etc.

No, we did not observ-e any grievance redressal
ceil functioning at the ULB.

Place : Ranchi

Date :31-03-2017

For R.Shah & Co.
Chartered Accourtants
FRN.-502010C

a\gl-
CA. NeetL Jejani
(Partner)
M.N.- 4{J5561
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