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INTERNAL AUDITOR,S REPORT

Joint Secretary and
Additional Project Director
Urban Development & Housing

Department, Patna

We have conducted internal audit of the Books of Accounts and related document and vouchers of
Nagar Parishad Sheikhpura (ULB) for the period of 14-2015 to 31-03-2016 in terms of agreement

with UD&HD dated 21.03.2016.These Books of Accounts and related document and vouchers are the
responsibility of Management. Our responsibility is to express an opinion on the Books of Accounts

and related document and vouchers based on our audit.

We have conducted our audit in accordance with the Standard on lnternal Audit (StA) formulated
by lCAl. Those Standards require that we plan and perform the audit to obtain reasonable assurance

about whether the Books of Accounts and related document and vouchers are free from material

misstatement. An audit includes examining, evidence supporting the amounts and disclosure in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by the management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our observations. The salient
points of the scope covered by the internal audit are as follows:

1. The effectiveness of accounting system.

2. Compliance with the legaland statutory requirements.
3. Risk-based review and evaluation of the lnternal Control.
4. Compliance of Bihar Municipal Act.

5. Compliance of Bihar MunicipalAccounting Manual.

Moreover, our scope of examination also covered the requirements of the specific points as spelled

out by the management of the Urban Development & Housing Department. The result and

recommendations of our internal audit are set out in Scope, Observations and Annexure of our

report.

The statutory auditor of the Urban Development & Housing Department expresses opinion as to the

true and fair view of the financial statements. We have not expressed any opinion on the financial

statements and accordingly, this report should not be constructed as our opinion on the financial

statements.

For Thakur Bhuwanesh& Associates

Cha rtered Accounta nts.',)^wff
Partner

M.NO.4t23L8
Date: 20th Nov 2015
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Executive Summary

!,

1. !ntroduction

Name of the Municipality

Period covered under current audit

Name of Chief Executive Officer for the
period under Audit

2. Results and Findings

: Nagar Parishad - Sheikhpura

: 01.04.2015 to 31.03.2016

:SunilKumar

Strength observed during the audit
engagement

o The following records are available:
r' Cash Book with Subsidiaries
r' Cheque issue register
/ Log Book of Vehicle

o Staff Cooperation during the Audit period is

satisfactory.

Weakness observed in the functioning
of office, maintenance of records etc.
bbserved during the audit engagement.

There are some lapses in internal control
w.r.t collection of taxes.

Total collection of the holding taxes and

other fee is around 73% of budgeted

target.

Dues from Tower tax has not been

collected on time.

lnterest @1.5Yo not imposed on delay
payment of Tower registration fees and

annual fees beyond 30 days. After 5 years

there should be increase by 25Yo in renewal
fee has not been demanded.

Periodical checking of Books of accounts by

Chairman or vice chairman has not been

done.

There is lack of internal control on deposit
of various taxes. Due to cash basis

accounting liability of Taxes has not been

accounted for hence it is difficult to
ascertain tax payable at any point of time.

Grant Register is not being maintained

hence it is difficult to find unutilized grant

at any point of time.

Bank Reconciliation Statement is not
prepared hence it is difficult to monitor
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3. Opinion

4. AuditRecommendations

'!'t

possible mis-representation, if any.

o Advance Register is not prepared hence it is
difficult to monitor for advances given and

adjustment thereof.
. Scheme wise Bank Account has not

been maintained.

a

Overall opinion of the Audit team
about the functioning of the
Municipality

ln our opinion some improvements are required in the
functioning of the Municipality due the following
reasons

o lnternal Control w.r.t. collection of taxes,
monitoring of grant, monitoring of advances,

monitoring of schemes etc. is very poor.

o Grant received for various purposes are not
utilized on timely basis.

o There are serious lapses in deposit of
statutory dues such as TDS, VAT, Royalty,

Labour cess etc.

o Bank Reconciliation statement has not been
prepared on monthly basis.

o Scheme wise Bank Account has not been
maintained

The recommendations of
Audit team on the observed

weakness

We recommend the followings:

o All the prescribed books of accounts and

Registers should be prepared on real time
basis

r Bank reconciliation Statement should be

prepared on monthly basis

o Grant Register should be prepared

o All the statutory dues should be deposited on
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6. Acknowledgment

We are thankful to Mr Sunil Kumar (Executive Officer) and Mr. Sanjay Kumar (Head Clerk) for

their support during the period of our audit. We are also thankful to the support staffs of the

municipality for their cooperation extended to us during the period of our audit.

ForThakur Bhuwanesh& Associates

timely basis and returns prescribed under the

statute should also be deposited on timely

basis.

Collection from own sources should be

improved.

5. Comments from Management

Comment from Management The audit report has been discussed with us;

we will try our best to remove the

irregi.rlarities pointed out in the audit report.

For Nagar Parishad - Sheikhpura

(Executive Officer)

Cha rtered Accounta nts.

FRN: AL9690N

RTjesh KumarJha)

M.NO.4L23L8

.r
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Detailed Audit Reoort

1. lntroduction

The lnternal audit of Nagar Panchayat covering period from 1't April 2014 to 31't March, 2015

was conducted by following persons under guidance of CA' Rajesh Kumar Jha

i) Prakash Kumar
ii)ShashiShekhar

2. Administration

The present body of the ULB has taken charge on 09th June 2012. The incumbency in the key

administrative and executive position was as under:

Smt. pinky Devi, Chairman from 0gthJune'2012 to till date, Mr. Sunil KumarExecutive officer

from 18.04.2016 to till date.

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

carried but Report is not received by the ULB

4. Finance

t. Budgetary provisions and expenditure for the last three years

\r

Sl.No. Particulars

of Audit

and date

of report

Total

No.

of
Audit

Paras.

Total No. of
audit paras

where

necessary

improvement/

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

amount

of
Recovery

Total No. of
outstanding

paras

where no

action has

been taken

No. & date

of
Compliance

report

Not Applicable due to audit report is not received.

Year 20L3-14 2014-15 2015-15

Final/ Revised Budget 244534000.00 303244000.00 128432313.00

Actual Expenditure 73068249.00 40144266.00 44801489.00

Savings (+)/ Excess(-) 171465757.00 263099734.00 83630824.00
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ll. Volume of transactions

lll. Bank Reconciliation

Preparation of Bank Reconciliation Statement is not in practice; however we

have verified the cashbook balance and pass book balance and found the same in

order.

lV. Revenue Receipts

\,

Period Budgeted

(F.Y.1s-16)

Previous

year

(F.Y.14-1s)

Corresponding

period of
previous year

(F.Y.14-1s)

Current

Period

(F.Y.1s-16)

Cumulative

for the

current
period ( F.Y.

1s-16)

Opening Balance 212577320 212577320 40144266 40144266

Receipts 301104100

73687316 73687316 45043843

45043843

TOTAL

286264636 286264536
85188109 85188109

Net Expenditure

102100000 40144266 44M4266 44801489 4480L489

Closing
Balance 246120370 246L20370 40386620 40385620

Period Budgeted

(F.Y. 201s-

16)

Previous

year (For

One

year)(F.Y.

2014-1s)

Correspondi

ng period of
previous

year

Current

Period

Cumulative

for the

current
period

A.Own Source
Property Tax 19866000

4572694 4572694 736535 736535

Assigned revenue 1500000
t216599 t2t6599 1545059 1545059

Others (Fees &
User Charees) 21310296 3247961 3247961

9433272 9433272

(b) Administrative
Grant ;- .

'fr@3,
,*Yttrudrmnpun/*w#

8
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Status of lmplementation of Double Entry Accounting System

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

M/S MukharjeeBiswas and Pathak, Chartered Accountants have been appointed by the

UD & HD for implementation of Double Entry Accounting System in the Nagar

Panchayat, Work in progress, actual status not able to explain us'

Status of Municipat 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

dateofouraudit. 

ffi

Period Budgeted

(F.Y. 201s-

16)

Previous

year (For

One

year)(F.Y.

2014-1s)

Correspondi

ng period of
previous

year

Current

Period

Cumulative

for the

current
period

@ Specific Grant
(Scheme wise)

S.J.RY 5000000

NULM r9000000

BRGF 20000000 s398869 s398869

UDHD
State Govt.

Schemes

90000000

l4'n Finance
Commission Grant

14734025 14734025

13'n Finance
Commission Grant

26000000 1822442 1822442

4"'Finance
Commission Grant

4s000000 24375978 24375978

General & Special
Grant

26134219 26134219

Allowances of
Ward Parsad

800000 392400 392400

Salary 800000

Civil Amenities r33s000 1463429 t463429

Urban
Develooment Fund

4333925 4333925

OTHERS 733ll}t 7331 101

E-Governence 62000 62000

Water Suplly r0721349 t0721349

Total 73687316 73687316 45043843 Aso43843

l"\(uI*finpunli
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5. Audit Obseruations

I. 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 t&X, rent on municiPal

properties, advertisement tax fees

etc.

Pronertv Tax

Rs. 3l 14802.00 has been collected a

Property tax, against total target of Rs.

4422988.00 hence comprising only around

70Yo oftarget.

Sairat

Due to sairat of Girinda bus Stand, Sadar and

Shyam Sarovar park not conducted during

the year 2015-16 loss of revenue against f.y

2Ol4-15 is 360770.00. (Details Attached)

Tower Tax

i) Total Rs. 240017.00 is Pending a

communication tower registration tax.

(Details Attached)

b. Excess payment against bill,

lack of prudence in PaYment

against voucher, inefficiencY in

controls resulting loss to ULBs

We ha"e checked the expenditure vouched

all above Rs. 10000.00 but no any

obj ectionable thing noticed.

c. Report on findings of field

survey of Property Tax of minimum

20 high value properties

field suruey of 80 high value properties has

been conducted by us a report thereon is

attached in Annexure

10
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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. !n this part auditor should report in

respect of -

:-

Non- maintenance

books of accounts

subsidiary registers

The Nagar Panchayat is maintaining only Cash Book/ Bank

Book

As per Bihar Municipal Accounting Manual Following

primary Books of accounts are required to be maintained :

L. Cash Book (Form Gen-lA)

2. Bank Book (Form Gen-lB)

3. Journal Book (Form Gen-2)

4. Ledger (Form Gen-3)

Journal Book and Ledger are not maintained.

ln addition to above following other General Registers and

forms are required to be maintained but the same are not

being 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 Collection GEN-12

6 Summary of Daily Collection GEN-13

7 Register of Bills for Payment GEN-14

8 Payment Order GEN-15

9 Cheque lssue Register GEN-16

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

14 Demand Register GEN-21

15 Bill for Municipal Dues GEN-22

16 Summary Statement of Bills Raised GEN-23

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

21Summary Statement of Write-Offs GEN-28

22 Statement of O Liabilitv for Expenses GEN-29
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23 Documents Control Register/Stock Account of
Receipt/Cheque Book GEN-30

24 Register of lmmovable Property GEN-31
25 Register of Movable Property GEN-32
26 Register of Land GEN-33
27 Function-wise lncome Subsidiary Ledger GEN-34
28 Function-wise Expense Subsidiary Ledger GEN-35
29 Asset Replacement Register GEN-36
30 Register of Public Lighting System GEN-37

b. lrregularity in

procurement process
No major irregularity observed.

c. Non-compliance of
directives by UD & HD ,

GOB

Non compliance of the direction issued by UD & HD, GOB
vide letter no. 3/UtG- Ref LO|2OL2-12S1 dated LZ.O7.ZOL3
in respect of Solid Waste Management. No consumer tax
has been imposed.

d. Non Compliance of Act &
Rules

Various books of accounts and records, as providEd in thE
Act and Rules are not maintained.

Lack of internal Control

measures
There are some lapses in internal control w.r.t
collection of taxes.

Demand collection Register has not been prepared.

Dues from Tower tax has not been collected on
time.

lnterest @1.5% not imposed on delay payment of
Tower registration fees and annual fees beyond 30
days. After 5 years there should be increas e by 25%
in renewalfee has not been demanded.

Periodical checking of Books of accounts by
Chairman or vice chairman has not been done.

There is lack of internal control on deposit of
various taxes. Due to cash basis accounting liability
of Taxes has not been accounted for hence it is

difficult to ascertain tax payable at any point of
time. Taxes such as VAT, l.T. Royalty etc are
collected from time to time but its payments are
made on yearly basis which is not proper. Taxes

should be remitted to the GoW. account on timely
basis otherwise penal action may be taken by the
concerned department for delayed deposit of
taxes.

Bank Reconciliation Statement is not prepared

hence it is difficult to monitor possible fraud, if any.
o Advance Register is not prepared hence it is
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difficult to monitor for advances given and

adjustment thereof.

Advance Register is not prepared hence it is

difficult to monitor for advances given and

adjustment thereof.

f. Non-compliance of TDS,

VAT and other relevant

Statute

Tax deducted at source of lncome Tax, VAT & Royalty are

transferred to head office for deposition but no other

record is kept.

g. Deficiency in Pay-roll

System

No pay roll system has been prevailed as all employees

except Executive officer and Accountant are on daily basis.

h. 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 Utilization certificates up to 31.03.2015 has

been sent to the Government but copy of the same could

not be provided to us.

i. Physical verification of
inventory/Stores

lnventory/Store Register has not been prepared and

physical verification of inventory/stores has also not been

done.

j. Advances, their

adjustment & recovery

Advance Register has not been prepared hence it is very

difficult to monitor advances, their recovery and

adjustment.

k. Any other matters as

may be prescribed in

due course.

13
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I. Part - C
General observations: Auditor should report the deficiencies noticed during their

audit and recommendation ULB management to improve internal systems.

No, Ledger accounts have not been prepared by
the N.P.

No, except General Cash Book and Subsidiary
Cash Book and demand collection register no
other books of accounts have been maintained.

No quarterly Financial Statements have been
prepared by the N.P.

No, period-end and reconciliation procedures as

have not been carried out.
No, Bank Reconciliation Statements have not
been red bv the N.P.
Yes, all grants from Government have been
accounted at gross value but all transactions are

classified with sufficient details.
No all transactions have been classified as

incomes and expenditure only assets and
liabilities have not been
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.

No Special fund has been created by the ULB.

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

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

Whether all the books of accounts and
supplementary registers that are prescribed in the
Accounts Manual / other applicable regulations

Whether the Quarterly Financial Statements have
been compiled on the basis of the actual entries in
the books of accounts;
Whether the period-end and reconciliation

ibed have been carried out.
Whether the Bank Reconciliation statements have
been prepared and are

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

Whether all transactions (incomes, expendifures,
assets and liabilities)are correctly classified and
stated in sufficient detail;
IAtrhether all grants sanctioned or received by the

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;

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
have been created;

In respect of contracts that are in existence during
the year, whether there are any deviations from the

sanctioned ptans and the estimates without the

sanction of the competent authority;

#
L4



Yr-

InternalAudit Report -Nagar Parishad- Sheikhpur, I ttnr,r.ial Year 20L5-16

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 accounU

Whether in case of leasehold property glven by the
ULB,lease rentals are collected regularly by the ULB
and that the lease agreements are renewed after their

Whether physical verification has been conducted by
the ULB at reasonable intervals in respect of stores;
Whether the procedures of physical verification of
stores followed by the ULB are reasonable and
adequate? If not, the inadequacies in such

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
accounU

Whether proper procedures are in place to identify
any unserviceable or damaged stores and whether
provision for the loss in this respecy rt arry, has been

made in the accounts;

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

\Aflhether the basis of valuation of stores is same as in
the preceding year? If there is any deviation in the

basis of valuatiory 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
interest?
Whether advances given to municipal employees
and interest thereon are being regularly recovered;

Whether there exists an adequate intemal control
procedure for the purchase of stores, including
components, plant and machinery, equipment and

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.

As explained to us no
been given on lease.

property of the ULB has

No, physical verification of stores has been
the ULB at reasonable intervals.conducted

No

No physical verification has been carried
during the audit period.

out

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

No valuation of stores has been done.

There is no case loans and advances other than
advance to staff for expenditure.

Advance Register has not been maintained so

we are unable to verify whether it is being
recovered
No there does not exist any intemal control
procedure for the purchase of stores, including
components, plant and machinery, equipment
and other assets
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Whether applicable procurement rules and
procedures are being followed and if so, significant
deviations should be identified and reported.

Not any significant deviation.

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. Royalty and
labour cess for the year 2015-'I..6 yet to be
deoosited.

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,
includine employees on deputation;

The municipality is not Fving any contribution
to P.F or pension Fund employee contribution to
P.F and pension fund.

Whether any personal expenses have been charged

to the municipality' s accounts; if so, the details

thereof;

We did not notice any such exPenses.

Whether all the expenditure incurred by the

Municipality are authorized by appropriate
provision in the sanctioned budge! whether made

originally or subsequently and are in a1l 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

timelv basis;

No all revenues have not been 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 authorizedbylaw;

Some delay observed in collection and

accounting of taxes by tax collection agents.

Whether in respect of allbills 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 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

\atrhether the amounts received as specific grants

have been utilized for the PurPoses as stated in the

gtant sanction order;

Yes on our test check we observect that amounts

received as specific Sants have been utilized for
the purposes as stated in the grant sanction

order

not used at the ULB. Pay ro11 system of the

municipality is deficient as it does not contain

leave records, details of deductions made etc.

i
cell functionine at the ULB.

Whethet bio-metric devices and payroll software are

used at the ULB. If not whether there is satisfactory

system of pay-roll accounting; otherwise mention the

kev deficiencies of the sYstem

Wh"tG th" gti."ance redressal mechanism for the

ULB is sufficient.

\'!
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Detail of Bank Balances

Current accounts

statement of bank account details

Sr

no
Name of
bank

A/C No. Hade of A,/cs Status Bal.as on

L Canara

Bank

2518201001
277

TPDS Non

Operative 15.210.00
2 Canara

Bank

2518201001
29t

TPDS Non
Operative 6,991.00

3 Canara

Bank

2519201010
283

Non

Operative 1,09,605.00
4 lndian

Bank

6282639495 TPDS miller
recovery 23,67,29,43

2.72
5 lndian

Bank

6265442003 MILLER

RECOVERY

Operative
12,o3,46,O4

9.26

6 lndian
Bank

954596777 ESTABLISHME

NT A/C
Non

Operative

7 BOr 44L0201L00
002L2

Operative
4,14,4LO.37

8 BOr 44LO20L100
00210

NON.

REFUNDABLE

SEC.

Operative
2,87,96L.15

9 BOr 4408201100
00339

FOR

COMPUTER

OPERATION

operative
2,59,46L.96

10 BOr 4408201100
00359

ESTABLISHME

NT A/C
Operative

15,92,18,39
4.4L

L7 BOt 44L020LL00
00213

MDM Operative
4,47,542.50

72 BOt 44t0207t00
00230

NET BANKING Operative
9,999.00

13 BOt 4410201000
03001

ESTABLISHME

NT A/C
Operative

2,67,729.O0

L4 BOt 44tO20LL00
oo2t4

FLOOD RELIEF Operative
20,11,487.3
0

15 oBc 9341010000
320 CA Non

Operative 82,35,95,10

w 18
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3.00
16 BOB 1863020000

0358
Operative

2,O0,7O,91L
.76

17 Andhra
Bank

2850111000
0019s

NEW A/C

25,00,00,00
0.00

18 Union
Bank

3002010100
36149

Non

Operative 7L,78,gLg.O

0
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Detalls of Property Assessed durlng Audlt of 201+15
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T5ltleeoak kumar undi kr sinqh lesidential :emented Roofed 17', toTi 177 lPhysical Observation

T6lDe.kidhum devi Ranelal :ommercial :emented Roofed 2L8i uzaol 2l&llPhysicalobseNation
TTlSariun sinEh Sitla sinch lesidential :emented Roofed €;21 1781 624lPhvsiel observation

78lDr. Burishdlandra \4urlidhar lesidential :emented Roofed 5! 32t 53lPhvsical observation

Tglusha devi )odar prashad lesidential :ementpd Roofed 3! 20: 33lPhvsical observation

80lMira devi r'ed Drashad lpsidential :emented Roofed 3: 20:, 33lPhvsical ObseNation
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