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We have conducted the internal audit of Nagar Panchayat — Lalganj, for the year ending on 31™ 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 01, 2015 to March 31, 2016. Our objective was to check all
transactionis and to design procedures to detect omissions. We also applied procedures to assess the
adequacy of the Nagar Panchayat's financial management systems, including internal controls for entire
audit period. We applied necessary tests and controls, as we considers necessary under the circumstances.

jadse of our audit we reviewed the below mentioned documents and registers:

1) General Cashbook, all Subsidiary Cash Books for the period from 1% April 2015 to 31% March
‘2016 maintained manually in the Nagar Panchayat..
2) Vouchers along with supporting documents;
3) Receipt Books
4) Cheque Issue Register
). Budgets prepared by the ULB
6) mm records and registers

- The majer observatlons durmg the course of Internal audlt have been discussed with the Execuuve o

Officer & Accountant of ﬂxeNagar Panchayat.

M/s R.Shah& CoCharteredAccountants S | -Page3
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~Date :31.03.2017

M/s R.Shah & Co,, Chartered Accountants
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Internal Audit Report -Nagar Panchayat- lalg

Audit Appreach

Once the audit objectives, scope and criteria have been clearly established, the auditor needs to
design an approach to carrying out the audit that will provide the most meaningful result in the
most cost-effective manner.

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

- Using profess:onal Judgment the auditor develops the approach and methodology based on the

nature and extent of evidence needed to reach a conclusion with a high degree of assurance and
the most appropriate and cost-effective mix of audit tests and procedures to gather that evidence.
An effective approach will normally incorporate a varicty of auditing tools and techniques.
Differént tools and techniques have various strengths and weaknesses. For example, one may
require a high degree of technical skill while another a high degree of interpersonal skill; one may v
be expensive but reliable, another inexpensive but less reliable. 5

Ourappro@tothemﬁemalaudxtstanedthhmovervwwofac«uvmesthroughasmdyanddocmnemf.
of the existing systems and procedures in all the ULBs. We then identified, evaluated and tested the
adequacy, efficiency and effectiveness of internal controls mcludmg standard policies and procedures laid
dm‘mtﬁeTOR and BMAM, for each of the areas included in the Scope of Work. 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 samples, we also camed out various types of analytical reviews-to
understand ‘as  well as. highlight unusual or sxgmﬁcant trends in - the busmess

Our observations, resulting from the audit tests performed on a sample of transactions, are set ouf under
“Part-A, Part-B & Part-C” of the audit report and include our recommendations for addressing these-
observations.

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

C -
ﬁlﬂn Jejam

(Partner)
M.N.- 406561

Place : Ranchi
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lntern&lMtReport ~Nagar Panchayat- la} PV

Name of ULB :LALGANJ

45

opportunities lost or missed mcludmg 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
L hpses in controls, if any and also adwse recemmendatnons to

~“Nauac of Auditor : M/s K. Shah &Uo.
SL Relevant Clsuse of Scope of Work of the Contract Compﬁagce (Mention
No. R i , the para no & Page no
Clause Description of audit report)
~ Ne. - | | ,
T|  41|Internal Audit should undertake risk-based review and | Complied in Para No2
| evaluation of the internal control as discussed in Bihar Internal | of Part.2 of Executive
Control Manual. Internal Audit should devote particular | summary at Page no
;‘attmtlon to any aspects of the internal control environment | 7&8
j‘aﬁ'ecwd by significant changes to the ULBs’s risk
‘I environment.
Fii 4j&a) Internal Auditor shonld see the compliance of Bihar Complied m Para No. | -
4.3 | Municipal Act and specifically Chapter IX to XV and related | 2,03,7,8&9 of Part 2|
- | rules and regulations as well as related directives by UD&HD. | of Executive Summary |
In its report there must be a separate section for non- | at Page no 7&8
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 attentxon to following |
Rules of BMAR
| O Rule 22: All moneys to be brought to account |
| ~ L L \ Complied in Para No.|
~ ] O Rule: 27: Collections to be deposited into Bank on the same 14.15.16&17 of Part.2. of |
- | day | Executive Summary . &t
| O Rule 69: Grant Related Compliance Pegeno 7&8
| O Rule 120-121: Monthly Receipt & Payment Account and
Trial Balance
O Rule 130: Audit to be completed & reported within 6 month
“3| 44 & | a) Report and quantify all major Own revenue losses and | Complied in Para No. |

56 &13of Part 2. of
Executive Summary at |

Page no 7&8




4

GEE SEE NS O IR O & ﬁ.aﬁ « (¢ Nh () C. C (r (3 € ¢: ¢; (3 C . o C oG C T

W

s




c ¢

€ C

(R O I ¢

R ¢

ard

C

« €

C

“strengthen the provailing processes;

Report in a separaic 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 (

mvespecﬁve of the fact that SASis received or not) must be
surveyed and checked in each quarter and reported variations, if

any, in PTRs and Actuaisas per internal audits;

T Complied in Para no 18
~of Part 2 of Executive
'Summary at Page no. 8

Vouch on all payments above Rs. 10,000 and report on

adequacy and appropriateness of its documentation, approvals,

: comphance of procedures etc.

Complied in para no 19 )
of Part...2.  of |
Executive Summary . |

at Page no 8&9

Report on Procuroment made including through E-Tendering
and E-Auction indicating exceptions, if any and whether a
register is kept for all Pmcmmts with va!ue above

| Rs.15,000/-

Complied in para no 21 N

of Part 2 of Executive |
Summary at Pageno9% | o

Complied in para no

9 | Internal auditor shall-also report on presence Gf"absence of a
system of issuance of -utilization certificate for the different

schemes for any utilisation made during the reporting period;
Where there is no system for issuance of U/Cs, the Internal
Audit report shall prepare Utilisation Certificate for various

| schemes/grants as per the guidelines of such scheme available
on the UD&HD website.

of Part 2 of Executive
‘Summary at Page no .9

8| 4.10

“Internal Audit can also, prévide recémm‘end;ti’on's to help the

ULB management improve the ULB’s internal control
environment; ' -

TComplied in parano Ao |
I of Part 4 of Audit|

Recommendations  at

| Page No. 10

9| a1l

Internal Audit should report instances of losses, failures o
inefficiencies and recommendations and/or measures which can
be taken to avoid their recurrence in future.

Complied in Para NoA |

of Part 5 of Main Audit

Report at Page no 17 1

- Ms Reshah & Co, Chartered Accountaﬂfs N
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Name of the Musicipality

Lalganj, N@ar Panchayat

Period Covered éﬂder Current An‘dif .

T Apr 2015 to 31" March 2016

Name of the Chief Municipal Oficer for s!hﬁmnairmad

the perioé ander Audit ‘

Audit Conductedon 3rd June ms,s June 2016 & 26° July
: s 2016, 27"’0&12@16 ' ,
Result and Fmdings

The Geﬁeral Cash book & all the|
Subs1dtar§i Cash Books have been
mamtmne&bytheuw

‘Attendanc§ Register  of Staff  were

mmtamedhytheULB

Vi & Register -have been
veriﬁed by Executive Officer on monthly |
basis. ; '
Staffs wei'e cooperative during the Audl! .
period. | =

Weaknes e
mamtemaf rwords etc. observed during the

audit engagement. ' -

e Tanctioning of office,

‘ bams

amatmt 13 Rs 814000/- as on 31 03.2016 ( S

“There is & lack of internal control w,r.t

coilecﬁonf of taxes.

. Fixed As&em Reglster is not mamtamed by |

the ULB

. Demand and collection reglster have not 1

beenpremredmapmpermamerhence it}

seems diﬁcnlt to ascertain total tax dues.
No /-surcharge have been imposed |
for non-payment of demand.

. There is o proper cash handling neither |
~ any locker was kept by the ULB.
. Taxes collected by tax collector are not |

deposxtetﬁ on daily basis. As per Rule 27 of
BMAR it should be deposited on daily.
wrwise a sum of Rs. 500/- per day |
may be ir posed for delayed deposit. -
Tower tak is being collected. Outstanding

| M/sR.S‘ﬁah&Ca,\
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| 8. Grant Register is not being maintained

- 9. Bank Reconciliation Statement for any of-

- 18.  No_ sclf Assesment of property tax

‘AsperAhnexuré—A)

7. Advance Register is not preparedhence it | -
- is difficult to monitor for advances given |

and adjustment thereof,

hence it is difficult to find unutilized grant
at any point of time.

the account is not prepared hence it is |
-difficult to monitor possible fraud, if any.
10. There! is lack of internal control on
deduction and deposit of various taxes. On
- deduction of taxes, liability is not created |
hence it i difficult to ascertain tax payable
at any point of time. We observed no any
taxes hasibeen deposited since 2011. '
11. The ULB has not maintain the Log |
Book Register. o

- 12, No ESI, Pemsion Fund have been| -
o deducted from the salary of the employees. | -
13. Taxes such as Sales Tax(VAT), TDS, |
~ Royalty, pd Labour Cess etc are-collected |

from time to time but payments are not yet |
deposited] Taxes should be remitted to the |

Govt. ac¢ount on timely basis otherwise [
delayed interest charges may be imposed. |

14.  Yes,All money have been brought to N

~account. |
15. No, cdllection have not been deposited |
- into bank ion the same day.
16.  Monthly Recipt & payment Account |
and trail balance is not being made. A
17. the process of audit to be completed |
and report within 6monts is in progress.

being dong. ,

19. On v#ri‘ﬁcation 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 dtc. ' -

20. Yes, 3:ere is a system of issuance of |
utilization; rent.

“schemes for any utilisation made during |

* M/s RShah & Co, Chartered

the reporting period.

certificate ' for the different| -
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3. Opinion

Overall ophion of the Aundit team about the
functioning of the Municipality

“The functioning of the Municipality i very
‘| weak due to following reasons:

Collection from own sources is poor as
demandr#glstensnotmmntamed

The p
proper. and non-maintenance of Fixed

Asset l;{xfster would lead to failure of |
i

determi
BRS is

ng the replac_:ement cost.
t prepared on a monthly basis, so

it is chﬂi ult to keep record of variances -

t of fixed assets is not |

maermmnepon N&garl’anchayat- 52018

T 21. No, Reglster for E-tender & Auctlon is k9

between Cash Book and Bank Passbook |

Most of the prescribed Books of

accounts not maintained.
Internal

monitori

very poor
Grant
utilized on timely basis.

There are| serious lapses. in deduction and |
deposit :
-~ Sales Tax{VAT), Royalty, Labour cess etc. -
* Maximum portion of fund received by the

statutory dues such as TDS,

ULB from GoB is left unspent during the

financial | year 2015-16.S0 the Closing

is huge.

ived for various purposes are not |

M/s R.S?wb &Co., Chariered Accountants

t ., balances. fNon preparation of BRS would.-ﬁ .}
,leadtm@roperuseof available funds. SRS

ontrol w.r.t. collection of taxes,|
of -grant, monitoring of |
advancw,; momtormg of schemes efc. is |
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4. Aundit Raeammenda&ons

The recommendations of Andit team on the We suggest the followings:
fobserved wezkness | -s. 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.
{-¢ ’GrantRegxstershouldbeprepare¢
d. Bank reconciliation Statement should be
prepared on monthly basis.

e. Demand&CollecttonReglsterofallthewards
should be prepared and calculation should be
done as per new assessment.

f. Collection from own sources should be

. improved.

g Collection by tax collector should be deposlted
on daily basis.

b. Al the statutory dues should be deposited on| '
timely basis and retumns prescn‘bed under| =
respective laws should also be filed on tnnely

' basis.

i New staff are to be appointed by the

‘ mamgementforsmoothnmnmgoftbeULB
- and they should be equipped with regular
~ training to run the ULB smoothly.

Cbmmta from Management

The audit remr! has been discmsedwiﬂl m;wewnlltry ourbestm remove the irregularities pomted
out mthealﬁtreport. , ,

6. Acknowledgment

We thanks Shri Mahesh Prasad (Bxecutlve Officer), for her support during the period of our audit; We are
also thankful to Mr. Ravi Prakash Tnpatln (Accountant), Tax Daroga and support staffs of the municipality
for thexr cooperation extended to us during the period of our audit. - :
For R. Shah & Co.
: ~ Chartered Accountants
Place :RANCHI “ FRN.- 502010C ‘

Date: 31.03.2017 \

' ‘CA.:eetu Jejani

. - (Partner)
| - S | .  MN.-406561

.M/s R.Shah&i‘e marteredmounma S  Page1o
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Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

1.

MAIN AUDIT REPORT
Introduction
The Internal audit of Nagar Panchayat Lalganj covering period from 1* April 2015 to 31" March, 2016
was conducted by following persons under guidance of CA Neetu Jejani
1. Rana Burha Gohain
ii. Ajay Singh
11i. Anjali Singh
Administration

The present body of the ULB is functioning since June 2012 The incumbency in the key administrative
and executive position was as under:

1. Shri Acche Lal Choudhary, Chairman from 01/11/2014 to date.
2. Shri Mahesh Prasad, Executive officer from Sept 2015 till date.

3. Review of outstanding audit paras : Status of Audit Observations are as under:
SLNo. | Particulars | Total | Total No. of Total Total Total Total No. | No. & date
of Audit No. of | audit paras No. No. amount of of
and date of | Audit where of audit | of audit of outstanding | Compliance
report Paras. necessary paras paras | Recovery paras report
improvement/ | where where where
corrective recovery | recovery no action
measure is | of cash is | has been has been
required proposed | made taken
AG Audit 22, 22 6 0 0 6 22, dtd.
(Performance | (02 to 08.08.15
Audit) 23)
Dtd.03.08.15

( ¢ ( ( ¢ ¢ ¢ ( ¢

Details of major irregularities pointed out in the AG Audit Report are as follows :

1. The NP has not used Vacant Land-18528 sqft (Encroached),Vacant Land- 1962 sqft
(Encroached),Vacant Land- 1750 sqft (totally vacant),Vacant Land- 1600 sqft and Old Bus Stand-
5700 sqft

2. Non —Remittances of Education & Health Cess amounting to Rs.472882/-

3. Loss in settlement of bus stands Rs.2432596/-

4. Non-imposition/collection of Consumer charges and fines Rs.5143680/-

M/s R.Shah & Co., Chartered Accountants ,//’ i TR Page 11
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Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

5. The NP sustained Loss of Rs.111324/- towards Slaughter House and Tin Ticket.
6. Loss in settlement of sairat/bus stand/tempo stands etc Rs.31060/-

7. House constructed and Assessement done without sanction of Building Pian.

8. Mobile tower Registration/Annual fee not collected Rs.8.14 Lakhs

9. Non-imposition/Collection of Water user Charges of Rs.116400/-
10.Non-realization of stamp duty Rs.438571/-

11. Outstanding shop Rent of Rs.300007/-

S
M/s R.Shah & Co., Chartered Accountants Page 12
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Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

4. Finance

I. Budgetary provisions and expenditure for the last three years

Year 2015-16 2014-15 2013-14
Final/ Revised Budget 171136256.00 161900835.00 185034782.00
Actual Expenditure 47300543.00 46325908.00 101771607.00
Savings (+)/ Excess (-) (+) 123835713.00 (+) 115574927.00 (+) 83263175.00

I1. Volume of transactions

Period Budgeted Previous Corresponding Current Cumulative for
(15-16) year(14-13) Period of Period the current
Previous year (15-16) period
(14-15) (15-16)
Opening
Balance 42171206.00 42171206.00 49169351.00 49169351.00
Receipts 172216125.00 | 53324053.00 53324053.00 66034215.00 66034215.00
TOTAL 172216125.00 | 95495259.00 95495259.00 115203566.00 115203566.00
Net
Expenditure | 171136256.00 | 46325908.00 46325908.00 47300543.00 47300543.00
Closing
Balance 1079869.00 | 49169351.00 46169351.00 67903023.00 67903023.00

M—“m_—_—__—#____—__——————————m

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

Page 13



¢ «c ( C ¢ C ¢ ¢ ¢ ¢ ¢ ¢ <

(

(

Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

II1. Bank Reconciliation

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

S.No Name of Bank Account No. Balance as on 31.03.2016

1 CBI XXXX2224 7895.00
CBI

2 XXXX9132 3857745.00
CBI

3 XXXX9694 2505442.00
CBI

4 XXXX7173 182162.00
SBI

5 XXXX2167 963630.00
SBJ

6 XXXX2516 1510486.00
SBI

7 XXXX7123 948154.00
UBGB

8 XXXX0994 991645.00
UBGB

9 XXXX1390 337876.00
UBGB

10 XXXX0215 804536.00

11 BOI XXXX3223 1980532.00

12 BOI XXXX8164 224631.00

13 BOI XXXX3224 303090.00

14 VDC Cop Bank XXXXX604 81539.66

15 PL A/c 49392986.00
Total of Bank 64092349.66
Total as per Cash Book 67903023.60
Difference (-)3810673.00

Bank Reconciliation Statements have not been prepared by the Nagar Panchayat. There
is a difference of Rs 38,10,673/- between Cash Book and Consolidated Balance as per

Pass Book of all accounts and Treasury PL Account.

The Nagar Panchayat is suggested to reconcile the above mentioned differences

« ( ¢ ¢ ¢

« (

(

« ¢ ¢ (

immediately and prepare B.R.S on monthly basis.

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

Page 14
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Internal Audit Report ~Nagar Panchayat- lalganj, F.Y- 2015 -2016

IV. Revenue Receipts

Period Budgeted Previous |Corresponding Current Cumulative
(15-16) year(14-15) Period of Period for the
Previous year (15-16) current
(14-15) period
(15-16)
a) Own Source
Property Tax 6552110 1312422 1312422 702737 63859035
Assigned A
revenue 9481211 1184705 1184705
Others (Fees &
User Charges) 291600 3400000 3400000 69830 68830
(b)
Administrative
Grant 464400 228600 228600
(c) Specific
Grant
Admin Building
Jalapurti Yojana 4319576 4319576
4"/5th Finance 11000000 13530362 13530362 14024345 14024345
E-Governance 303090 303090
Pool And Road
Contruction
Samajik
Suraksha
Pension 16576804 15996284 15996284 1019260 1019260
BRGF 3000000 1978742 1978742
Various
Schemes 124850000 16877643 16877643 44410672 44410672
TOTAL 172216125 53324053 53324053 66034215 66034215

V. Status of Implementation of Double Entry Accounting System

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

V1. Status of Municipal Accounts Committee; 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
subsequent thereto, but no Municipal Accounts Committee has been constituted by the Nagar Panchayat

till the date of our audit.
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Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

5. Audit Gbservations

PART-A

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

a) Leakage of own source revenue either due to
wrong assessment or non- levy of property
tax, mobile tower tax, rent on municipal
prepetties, advertiserent tax fees etc.

We observed that no mobile tower tax,
advertisement tax have been collected during the
year.

New Assessment has been done since2011 and
the processes of self assessment of property are
in progress but at a slow rate.

b) Excess payment against bill, lack of prudence
in payment against voucher, inefficiency in
controls resulting loss to ULBs

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

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

As per Annexure - B

W

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

Page 16
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Internal Audit Report -Nagar Panchayat- lalganj, F.Y- 2015 -2016

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 repert in respect of —

a) Non- maintenance of bocks of accounts , As per Bihar Municipal Accounting Manual
subsidiary registers Following primary Books of accounts are
required to be maintained :

1. Cash Book (Form Gen-I1A)
2. Bank Book (Form Gen-IB)
3. Journal Book (Form Gen-2)
4. Ledger (Form Gen-3)

The N.P. is maintaining General & 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-

1 Receipt GEN-8

2 Receipt Register GEN-9

3 Statement on Status of Cheques Received
GEN-10

4 Collection Register GEN-11

5 Memorandum of Coilection 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
10 Register of Advance GEN-17

11 Register of Permanent Advance GEN-18
12 Deposit Register GEN-19

13 Summary Statement of Deposits Adjusted
GEN-20

T 14 Demand Register GEN-21

' >N | 15 Bill for Municipal Dues GEN-22

¢ | 16 Summary Statement of Bills Raised GEN-23

M/s R.Shah & Cv., Chartered Accountants Page 17
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Internal Audit Report ~Nagar Panchayat- lalganj, F.Y- 2015 -2016

'| 17 Register of Notice Fee, Warrant Fee, Other

Fees GEN-24

18 Summary Statement of Notice Fee, Warrant
Fee, Other Fees GEN-25

19 Register of Refunds, Remissions and Write-
offs GEN-26

20 Summary Statement of Refunds and
Remissions GEN-27

21 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 Register of Land GEN-33

27 Function-wise Income Subsidiary Ledger
GEN-34
28 Function-wise Expense Subsidiary Ledger
GEN-35
29 Asset Replacement Register GEN-36

30 Register cf Public Lighting System GEN-37

b) Irregularity in procurement process

No, there is no irregularity observed during
Audit

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

There are certain directives which are not being
comply by the concerned ULB regularly, list of
non-complied directives are following :

1. Directives relating to forming a
“’Municipal Accounts Committee’” have
not been complied till date.

2. Directives relating to prepare a practical
budget, where budgeted and actual
figures has not been deviated more than
10%, But the concerned ULB is failed
to comply this directive.

3. Directive relating to not to hire any
individual as a daily wages worker by
the UD & HD through letter No.04-uO
v0/1/99/1986/uO f0O 00 25/06/01,but
the concerned ULB has failed to comply

( ¢ ¢ ¢
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this directive.

d) Non Compliance of Act & Rules

Various books of accounts and records, as
provided in the Bihar Municipal Accounting
Act and Rules are not maintained. Also ULB
has failed to comply certain provisions of Bihar
Municipal Act. With respect to Sec.86 of Bihar
Municipal Act,2007, Executive Officer of
ULBs should prepare Income & Expenditure
Accounts. Further as per sec.88, E.O. should
prepare a financial statement within 4 months
from the date of ending of Financial year. As
per Sec 89 the E.O. should prepare a
comparative statement of Assets & Liabilities
from previous year. As per Sec 90 the E.O.
should make available both the statement i.c.
Financial statement & Comparative statement
to “’Standing Committee’” for their approval,
but the concern ULB has failed to do so.

e) Lack of internal Control measures

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

o Fixed Assets Register is not maintained by
the ULB.

23. Demand and collection register have
not been prepared in a proper manner hence
it seems difficult to ascertain total tax dues.
No penalty/ surcharge have been imposed
for non-payment of demand.

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

25. Taxes 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. 500/- per
day may be imposed for delayed deposit.

26. Tower tax is not being collected at all..

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

28. Grant Register is not being maintained
hence it is difficult to find unutilized grant

M/s R.Shah & Co., Chartered Accountants. -
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at any point of time.

29. Bank Reconciliation Statement for any
of the account is not prepared hence it is
difficult to monitor possible fraud, if any.

30. There is lack of internal 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.

31. The ULB has not maintain proper Log
Book Register.

32. No ESI, Pension Fund have been

deducted from the salary of the employees.
33. Taxes such as Sales Tex(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. Taxes shouid be remitted to the
Govt. account on timely basis otherwise
delayed interest charges may be imposed.

f) Non-compliance of TDS, VAT and other
relevant Statute

Tax deducted at source(TDS), VAT, Labour
Cess & Royalty are collected time to time, but
no any tax has been deposited since 2011.

Outstanding amount towards TDS, VAT.
Royalty, are Rs.27189.00,Rs.43899/-
,Rs.63728/- respectively for F.Y.2011;

Rs.55984/-,Rs.56364/-,Rs.56782/-for

F.Y.2012; Rs.42007/-,Rs.133447/-,Rs.66455/-
for F.Y.2013; Rs.42829/-,Rs.141455/-
,Rs.63773/- for F.Y.2014 & Rs.145992/-
,Rs.465845/-Rs.222352/- for F.Y.2015 &
Rs.173035/-,Rs.595635/-,Rs.225779/- for F.Y.
2016. Labour Cess has not been deducted
From 2011 to 2014. Rs.41454/- is not
deposited towards Labour cess for F.Y.2014-
15 & Rs.129051/- for F.Y.2015-16. All taxes
will be deposited within the due date prescribed
under the respective statute. Taxes should be
remitted to the Govt. account on timely basis
otherwise penal action may be taken by the
concerned department for delayed deposit of

M/s R.Shah & Co., Chartered Accountants
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taxes.
g) Deficiency in Pay-roll System The pay-roll system is functioning
satisfactorily but ESI, Pension Fund

Contribution, LTA have not been deducted
from Salary. Only TDS has been deducted from
EO Salary.

h) Utilization of Grant and report on missing
Utilization Certificates

Utilization certificate has been sent to the govt
and the copies of utilization certificates have
been provided to us during the course of audit.

i) Physical verification of inventory/Stores

Stores Register has not been prepared and
physical verification of inventory/stores has
also not been done.

1) Advances, their adjustment & recovery

Advance Register has not been prepared hence
it is very difficult to monitor advances, their
recovery and adjustmeni. Hence, there is a
possibility of defalcation of cash. As discussed
with the Accountant there is no advance given
to anyone for the financial year 2015-2016.

k) Any other matters as may be prescribed in due
course.

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.

( C (¢

M/s R.Shah & Co., Chartered Accountants
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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
respective ledger accounts

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

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,;

No, except General Cash book and Subsidiary
Cash Books, no other books of accounts have
been maintained.

Whether the Quarterly Financial Statements have
been compiled on the basis of the actual entries in
the books of accounts;

Quarterly Financial Statements have not been
prepared by the Nagar Panchayat..

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.

Whether the Bank Reconciliation statements have
been prepared and are appropriate

No, Bank Reconciliation Statements have not
been prepared by the Nagar Panchayat.

Whether all grants from Government have been
accounted at gross value with proper entries to
various accounts

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.

Whether all transactions (incomes, expenditures,
assets and liabilities)are correctly classified and
stated in sufficient detail;

Yes all transactions have been classified as
incomes and expenditure but assets and
liabilities have not been recognized.

Whether all grants sanctioned or received by the
municipality during the year, have been accounied
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 related to  grant
sanctioned and deductions made out of such
grant is not available with the ULB.

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

On our test check we did not notice any major

during the year, whether there are any deviation.
deviations from the sanctioned plans and the
estimates without the sanction of the competent
authority; o
"//,, / S M\\
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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 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
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in the books of account;

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 of stores has been done.

Whether any material discrepancies have been
noticed on physical verification of siores 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 and whether
provision for the loss in this respect, if any, has
been made in the accounts;

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

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 valuation, the effect

of such deviation, if material, 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 of loans and advances other
than advance to staff for expenditure.

Whether advances given to municipal employees
and interest thereon are being regularly recovered;

Advance Register has not been maintained so we
are unable to verify whether it is being recovered
regularly or not or any adjustments made or not.

M/s R.Shah & Co., Chartered Accoiiiz‘i_ nts
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Whether there exists an adequate internal control
procedure for the purchase of stores, including
components, plant and machinery, equipment and
other assets?

No there does not exist any internal control
procedure for the purchase of stores, including
components, plant and machinery, equipment
and other assets.

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

No significant deviation observed.

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 e¢tc., 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 TDS, Service tax, VAT,
Works contract tax, Labour cess payable to the
government etc. We observed that all such taxes
has not been deposited Since 2011. Reason for
delay is that duc to heavy work load,
insufficient staff and lack of knowledge for
deducting & deposiiing of various taxes.

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;

No, Contribution to ESIC and pension fund is
not being deducted from the salary of the
employee.

Whether any personal expenses have been
charged to the municipality’ s accounts; if so, the
details thereof’

We did not observed any such expenses.

Whether all the expenditure incurred by the
Municipality are authorized by appropriate
provision in the sancticned budget, whether made
originally or subsequently 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
on timely basis;

No revenue has not veen properly assessed,
accounted for and collected. Recovery action is
also not taken on timely basis.

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.

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;

Yes, on our test check we observed that all bills
for charges on account of ali 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.

Whether the amounts received as specific grants

Yes, on our test check we observed that amounts
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have been utilized for the purposes as stated in received as specific granis have been utilized for
| the grant sanction order; the purposes as stated in the grant sanction order.
Whether biometric devices and payroll software are | No, biometric devices and payroll software are
used at the ULB. If not whether there is satisfactory | not used at the ULB. Pay roll system of the
system of payroll accounting; otherwise mention | municipality is satisfactory as its maintain
the key deficiencies of the system. Attendance register, contain leave records,
details of deductions made etc.
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Whether the grievance redressal mechanism for the | No, we did not observe any grievance redressal
ULB is sufficient. cell functioning at the ULB.
For R.Shah & Co.
P Chartered Accountants
Place : RANCHI pes V{‘ FRN.- £02010C
Date: 31.03.2017 ( ' \) ~
\QA,;—G/"»’“'/ CA. Neetu Jejani
Tl . (Partner)

M.N.- 406561
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Annexure - A
Mobile Tower dues as on 31.03.2016
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Owner of|Date of|Date of| Registratio | Total Outsiandin [Annual Fee|Total Total Dues
Tower Iastallation |Registration In fee to be|Registratio jg  amount|to be|amount of]as on
realised | amountjof realised @|Annual fee|31.03.2016
realised till|Registratio |8000/- year |realised till
31.03.16 |n Fee 31.03.16
SI No.|Location (Ward No.)
Registration
1 14,10(Old/New) Reliance 2008-09 |done 30000.00{ 30000.00 0.00{ 56000.00 8000.00]  48000.00
Registration
2 |5,9(0ld/New) Airtel 2004-05 |done 30000.00 0.00{ 30000.03] 88000.00 0.00] 118000.00
Registration
3 110,15(Old/New) Airtel 2004-05 |done 30000.00 0.00] 30000.00 88000.00 0.00 118000.00
Registration
4 {2,5(0id/ New) Aircell 2008-09 |done 30000.00f 30000.00 090} 56000.00] 30000.00] 26000.00
Registraticn
5 ]1,2(0ld/New) Aircel! 2098-09 |done 30000.00f  30000.00 0.00] 56000.00{ 30000.00] 25000.0C
Aircell Registration
6 17,10(0ld/New) 2008-09 |done 30000.00{ 30000.00 0.00] 56000.00] 30000.00{ 26000.00
Idea Registration
7 [1,2{0ld/New) 2008-09 |done 30000.00]  30000.00 0.00] 56000.00] 10000.00] 46000.00
Idea Registration
8 [9,16(0ld/New) 2008-09 }done 30000.00| 30000.00 0.00] 56000.00] 10000.00]  46000.00
Tata Tele No
9 15,9(0ld/New) Service 2008-09 |Registration 30000.00 0.00{ 30000.00] 56000.00 0.00]  £6000.00
Idea Registration
10 4,3(Old/New) Celluler 2008-09 |done 30000.00] 300006.00 0.00| 56000.00{ 40000.00 16000.00
Idea Registration
11 }3,7(Old/New) Celluler 2008-09 [done 30000.00{ 30000.00 0.00] 56000.00] 46000.00 16000.00
BSNL No
12 {1,2(Old/New) 2008-09 |Registration 30000.00 0.00] 30000.00{ 56000.00 0.00]  86000.00
WTTIL No
13 19,16(0ld/New) 2009-10 |Registration 30000.00 0.00{ 30000.00] 48000.00 0.00]  78000.00
No
14 {11,14(Old/New) MTS 2009-10 |Registration 30000.00 0.00{ 30000.00] 48000.00 0.00]  78000.00
=~ 1#420000.00{ 240000.00/ 180000.00] 832000.00] 198000.00| 814000.00




HIGH VALUE PROPERTY OF LALGANJ NAGAR PANCHAYAT :
ANNEXURE - B

The demand and collection register were not updated and not maintain properly.So in this regard _
we checked 20 high value property on the basis of available data. It has been further notice that the assessment
has been done since 2011.List of 20 high value property of F.Y.2015-2016 are given below :
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Amount |Outstandin |[Assessem
per g amount|/ent done
annum  jas on
31.03.16
SLNo. Ward No. |Holding N.
1 1 126 850.00 5100.00 Yes
2 3 10 900.00 5400.00 Yes
3 3 14 851.00 5000.60 Yes
4 5 158 715.00 4290.00 Yes
5 6 160 712.00 4272.00 Yes
6 8 44 1168.00 7008.00 Yes
7 8 211 1360.00 6800.00 Yes
§ 9 110 2750.001 57750.00 Yes
9 9 103 1320.00] 30360.00 Yes
10 10 200 1500.00 4500.00 Yes
11 11 146 289.00] 24200.00 Yes
12 11 147 1152.00 6072.00 Yes
13 12 150 550.00; 11550.00 Yes
14 12 152 550.00] 11550.00 Yes
15 13 253 550.00f 11550.00 Yes
! 13 256 550.00] 11550.00 Yes
17 14 250 498.001 10450.00 Yes
18 14 257 273.00 5733.00 Yes
19 18 240 5865.00 5865.00 Yes
20 19 294 2093.00 6279.00 Yes
total 24496.00] 235279.00




