Patidar & Associates
Chartered Accountants

Office :

Ward 31, Gali 6, :
Parmanandpuram, Dhawari,
Raghurajnagar, Satna 485001

Ph. No. 9179179143
Email- npjs.associates@gmail.com

INDEPENDENT AUDITOR’S REPORT \

To the Stakeholders of NEW RAM NAGAR PARISHAD

1. Report on the Financial Statements

We have audited the accompanying Financial statements of NEW RAM NAGAR
PARISHAD (‘theULB"), which comprise the Receipt & Payment account as at March

31, 2018.
2. Man ment's Res ibility for the Financial Statement

The ULB's Management is responsible for the matters with respect to the preparation
of these financial statements that give a true and fair view of the financial position
and financial performance of the ULB in accordance with the provisions of Municipal
ULB Act, 1956 and accounting principles generally accepted in India, including the
Municipal Accounting Manual ("the Manual") and Accounting Standards applicable to

the Urban Local Bodies. This responsibility also includes maintenance of adequate
accounting records in accordance with

the Municipal Accounting Manual for
safeguarding of the assets of the ULB and for preventing and detecting frauds and

other irregularities; selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and design, implementation
and maintenance of adequate internal financial controls, that were operating effectively
for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statements that give a true and fair view
and are free from material misstatement, whether due to fraud or error. However,

this case ULB is not in practice of maintaining balance sheet &

in

Income and
expenditure account, so receipt and payment account shall be considered as final

statement on which we express our opinion.

3. Auditor's Responsibili

Our responsibility is to express an opinion on these financial statements based on
our audit.

We have taken into account the Municipal Accounting Manual,

the accounting and
auditing standards and matters which are required to be include

d in the 2
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as per the letter issued by Directorate, Urban Administration & Development, M.P.,

Satna in this regard.
e Standards on Auditing issued by

We conducted our audit in accordance with th
Institute of Chartered Accountants of India. Those Standards requires that we comply

with ethical requirements and plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free from material misstatement.

ain audit evidence about the amounts

An audit involves performing procedures to obt
ents. The procedures selected depend on

and the disclosures in the financial statem
sment of the risks of material misstatement

the auditor's judgment, including the asses
In making those risk

of the financial statements, whether due to fraud or error.
assessments, the auditor considers internal financial control relevant to the ULB's

preparation of the financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances. An audit also
includes evaluating the appropriateness of the accounting policies used and the
reasonableness of the accounting estimates made by the ULB's officers, as well as

evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our audit opinion on the financial statements.

. Qualified Opinion

In our opinion and to the best of our information and according to the explanations
given to us, except for the effects of the matter described in the report attached below,

the Receipt and payment annexed to this report give true and fair view of financial
transactions affected by ULB and recorded these transactions in cash book for the

financial year ending as on 31st March, 2018.

. Basis for Qualified Opinion

The details which form the basis of qualified opinion are reported in the Annexure 1 to

this report.

. Emphasis of Matters

We draw attention to following matters reported in Annexure - 1, annexed to this report.
a) Accounts prepared as per the Manual in lieu of accounting standards for local bodies
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b) Difference in revenue recognized by revenue dept. and as entered in books of

accounts. |
c) Non-maintenance/incomplete fixed asset, Grant, Security and other registers as

prescribed under manual.
d) Non-availability of details and non-recognition of entries in books of accounts related to

security deposits provided by contractors and other service providers to the ULB.
¢) Noncompliance with provisions of GST & EPF/ESIC
) No record of previous outstanding dues against revenues
Our opinion is not modified in respect of these matters.

7. We further report that:

a) We have sought and, except for the possible effects of the matter described in the
Basis for Qualified Opinion paragraph above, obtained all the information and
explanations which to the best of our knowledge and belief were necessary for the

purpose of our audit;

b) Except for the possible effects of the matter described in the Basis for Qualified Opinion
paragraph above, in our opinion proper books of account as required by Municipal
Accounting Manual have been kept by the ULB so far as appears from our examination
of those books.

¢) Except for the matter described in the Basis for Qualified Opinion paragraph above, the
Receipt and Payment Account comply with the Municipal Accounting Manual and
Accounting Standards applicable to the Urban Local Bodies.

d) The matter described in the Basis for Qualified Opinion paragraph above, in our
opinion, may have an adverse effect on the functioning of the ULB.

e) The qualification relating to the maintenance of accounts and other matters connected
therewith are as stated in the Basis for Qualified Opinion paragraph above.

) With respect to the adequacy of the internal financial controls over financial reporting of

the ULB and the operating effectiveness of such controls, refer to our separate Report
in 'Annexure 1'.

For Patidar & Associates

red A ntants
~ Place : Satna

Date : 30/07/2018

Jiferdra Singh
Partner
MRN - 421786

o

Scanned by CamScanner



Annexure '1’

The Annexure 1 referred to in paragraph 6 of Our Report:

1. Audit of Revenue

1) The auditor is responsible for audit of revenue from various sources.
in
We have verified the revenue from various sources which was recognized and entered

the books of account produced before us for verification.

2) He is also responsible to check the revenue receipts from the counter files of receipt
book and verify that the money receipt is duly deposited in respective bank account.
The counter foils or revenue receipts were not made available to us for verification. It
was informed to us that the revenue/tax collector/officer directly deposits the amount
collected with main cashier at the cash counter, who in turn deposit this amount directly
to the bank account. A register is being maintained by main cashier called cashier cash
book from which collected amount move into main cash book. A detailed statement
containing outstanding demand and tax collected during the year (Vasuli Patrak) was

provided to us by the concerned department duly certified by the concerned officer.

iii) Delay beyond 2 working days shall be immediately brought to the notice of

commissioner/CMO.
No such instances were noticed during the test check of such entries conducted by us

except the circumstances like public holidays, government or local holidays etc.

iv) The entries in Cash book shall be verified:
We have verified the entries in cash book on test check basis and no major discrepancy

was noticed by us.

v) The auditor shall specifically mention in the report the revenue recovery against the
quarterly and monthly targets any lapses in revenue recovery shall be a part of the report.
No details with respect to quarterly and monthly targets set for the FY 2017-18 and

the revenue recovery against such targets were made available to us. Hence, it was

not possible for us to report the revenue recovery against the quarterly and monthly

targets and any lapses there to.

Below mentioned are few cases of outstanding from various collectable revenues of

ULB.
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In case of property tax,

Registers maintained for property ta

Registers maintained for recording d

essential details.

a) Outstanding dues of previous years
b) Collection against current year dues

¢) Unique identification no. of property

Therefore it is not possible for us to comment

ues of property tax does

of previous years and current year of property tax.

In case of Water Tax

x has been made available to us for verification.
not contain following

on over all position of outstanding dues

Outsatanding as

Outsatanding as
on 31-03-2018

Ward Name on 31-03-2017 Current Due
187 | Azeem Shah 1250 720 2030
368 | Arjun Vyechi 1250 720 2030
627 | Ved Prakash Gupta 1250 720 2030

Note: Water tax is charges Rs.60 per month and Penalty charged Rs.5 per month.

In case Goods and Service Tax,

In below mentioned case GST Charged on bill received from vendors includes GST @

28%, however GST is not separately shown in invoice amount and also no GST

Number mentioned on bill.

BILL NO. DATE SUPPLIER AMOUNT
20 30/11/2017 Amar Enterprises 3,41,000/-
9/10/2017 M/S Sharda Traders 99,000/-
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vi) The auditor shall verify the interest income from FDR's and verify that interest is duly and

timely accounted for in cash book.
During the course of our verification we found that there is no Fixed Deposits in the

possession of Parishad,

vii) The case where, the investments are made on lesser interest rates shall be brought to the

notice of the Commissioner/CMO.
As specified, no investment done by ULB during year under review.

2. Audit of Expenditure:
1) The auditor is responsible for audit of expenditure under all the schemes.

We have verified the expenditure under various heads which was recognized and entered

in the books of account produced before us for verification.

2) He is also responsible for checking the entries in cash book and verifying them relevant
vouchers.
We have verified the entries in cash book on test check basis which were supported by

relevant vouchers/note sheets. Test checked vouchers revealed below mentioned

discrepancy.

a. It has been observed that TDS has been deducted at the rate of 2.24% instead of

2%, same has been listed below.

Date Voucher No. | Name Amount | Remark |
TDS deducted @ 2.24%,
27/11/2017 181 Anil Kumar Upadhayaya | 323627 | instead of 2%

b. It has also been observed that no TDS has been Deducted on the below payment

to contractor.

Voucher No. DATE CONTRACTOR AMOUNT J
198 30/12/2017 Abhishek Enterprises 79475/-, 15892/-,
45900/-, 24408/-,
141012/,
47600/-

b. EPF has nor been deducted neither Deposited by the Parishad from the
Employee’s salary to the respective EPF Accounts. This is huge non-compliance with respect

to application of PF Act which in turn will involve huge penalties under
6
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3) He should also check monthly balance of the cash book and guide the accountant to
rectify errors, if any.
The monthly balances of cash book were checked by us and found correct for verified
instances, however we noticed overwriting from pencil in all over cash book, which should
be avoided.

4) He shall verify that the expenditure for a particular scheme is limited to the funds allocated
for that particular scheme any over payment shall be brought to the notice of the
Commissioner / CMO.

Verification was conducted and grant registers were not provided for verification, which
makes it difficult to verify overutilization of funds.

S) He shall also verify that the expenditure is accordance with the guideline, directives, acts
and rules issue by Government of India/ State Government.
In absence of availability of guidelines, directives, acts and rules issued by
Government of India/ State Government, it was not possible for us to verily the
expenditures in accordance with such guidelines etc.

6) During the audit financial propriety shall also be checked. All the expenditure shall be
supported by financial and administrative sanctions accorded by competent authority and
shall be limited to the administrative and financial limits of the sanctioning authority.

We have verified the expenditure on test check basis and it was found that such
expenditure were duly supported by financial and administrative sanctions accorded by
competent authority. However, in absence of information with respect to administrative
and financial limits of the sanctioning authority, it was not possible for us to verify
whether the expenditure incurred and sanctioned by authority were within their limits or
not.

7) All the cases where appropriate sanctions have not been obtained shall be reported and
the compliance of audit observation shall be ensured be during the audit Non- compliance
of audit para’s shall be brought to the notice of Commissioner / CMO).

No such instances were noticed during the test check of such entries conducted by us.

: ":8) The auditor shall be responsible for verification of scheme wise project wise Utilization

Certificate(UCS). UC's shall be tallied with the income & expenditure and creation of Fixed
Asset

As per the explanation given by the ULB during the course of our audit, the ULB is not in the
practice of maintaining utilization certificate also in absence of fixed asset register and income
oxpendture account it was not possible for us to verify the correctness and reliability of
fu which the fixed asset were created/recognized in the books of accounts.
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We are unable to verify the details of capitalization of expenditure since there is

available nor completion of work from respective department. Also no fixed :«.assetsnroet _a"y e
maintained by ULB hence there is no cross check mechanism existing to ensure theg:: lw‘?na
of project except payment of final bill. It is suggested that a proper internal control sp Z:'On
should be framed to identify the fixed asset and its recognition in fixed asset register and Tao::;

of account of the ULB.

9) The auditor shall verify that all the temporary advances have been fully recovered
As per explanation given to us no staff advance / Temporary advance is pending against ULB

Also advance register has not been maintained.

3. Audit of Book Keeping

i) The auditor is responsible for audit of the books of accounts as well as stores.
As per the information and explanation provided to us by the management of the ULB and on
perusal of books of accounts by us, it was noticed by us that the ULB has not maintained all
the required books of accounts as prescribed under MP MAM. Below mentioned books of

accounts were not provided for verification:-

1) Staff advances register - As explained register not maintained because of no staff advance
policy.

2) Fixed Asset register

3) Security Register

4) FDR Register - as no FD in possession of Parishad.

5) Cheque Book Register

6) Registers of Property Tax.

7) Grant Register

f accounts and stores are maintained as per Accounting Rules

ii) He shall verify that all the books o
y discrepancies shall be brought to the notices of

applicable to the Urban local Bodies. An
Commissioner / CMO.

point no. 1 above, as the books of accounts are not ma
an local Bodies, it was not possible for us to veri
mity with the accounting standards for local bodie

intained as per Accounting

As stated in
fy the same. Also,

Rules applicable to the Urb
s as

the accounts prepared are not in confor

issued by Institute of Chartered Accountants of India.

ce register and see that all the advance aré timely recovered

'tlll) The auditor shall verify advan
shall be specifically

ding to the condition of advance. All the case of non-re

oned in audit report.
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As mentioned above advances to staff and other advances register has not been maintained by
the ULB as the it is not in practice of giving any advances to employees.

iv) Bank reconciliation statement (BRS) shall be verified from the records of ULB and the bank
concerned. If bank reconciliation Statement are not prepared the auditor will help in the
preparation of BRS
Bank reconciliation statement (BRS) has not been prepared by ULB. Also there in no opening
reconciliation of cash book balance. However bank statements of all accounts were provided to
us for the purpose of our verification. Overall summary of balances in Cashbook and Bank
statement and difference therein has been listed in table below

Bank Accounts Maintained By Nagar Parishad

Account No.

Bank ends with Balance as on 31-03-18
Allahabad Bank 4339 10,91,938.00
Allahabad Bank 8958 98,063.00
Allahabad Bank 904 5,41,886.00
Allahabad Bank 284 13,62,819.00
Madhyanchal Gramin Bank 7499 2,06,476.00
State Bank Of India 9957 4,79,53,361.78
Total 5,12,54,543.78
Closing Balance of Cash Book as on

31/03/2018 5,13,31,208.20
Difference to be reconciled 76,664/-

v) He shall be responsible for verifying the entries in the Grant register. The receipts and payment
of grants shall be duly verified from the entries in cash book.
Grant register was not provided to us for verification during visit, so, cannot verify receipt and
utilisation of grants with cash book.

vi) The auditor shall verify the fixed assets register from other records and discrepancies shall be
brought to the notices of Commissioner / CMO.
The fixed asset register has not been made. Therefore, we are unable to bring the discrepancies
to the notice of Commissioner / CMO.

vii) The auditor shall reconcile the account of receipt and payment especially for project funds.

No receipt and payment account has been prepared related to project funds. Hence, it is not
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4. Audit of FDR
t of all fixed deposits and term deposits.

The auditor is responsible for audi
The ULB have no EDRs in its possession

| be ensured that proper record of FDR' maintained and renewals are timely

2. It shal SHao

done.

Not Applicabe as no FDR has been made

pt at low rate of interest than the prevailing rate shall be

The case where FDR'S /| TDR are ke
immediately brought to the notice of Commissioner/ CMO.

Not applicable.

4. Interest earned on FDR/TDR Shall be verified from entries in the cash book.

Not applicable.

5. Audit of Tenders / Bids
1 d by the ULB.

The auditor is responsible for audit of all tenders / bids invite
pose of verification and found to be

Documents of tender/ bid has been provided for the pur

consistent and according to generally accepted rules for the same.

He shall check whether competitive tendering procedures are followed for all bids.
en done for any

2!
Proper tendering procedures have been followed by the ULB. E tendering has be
procurement / allotments of Rs. 1,00,000/- or more. For value less than 1,00,000/- procurement /
allotments are done based on quotations

3. He shall verify the receipts of tender fee | bid processing fee / performance guarantee both

during the construction and maintenance period.
Tender Fees / bid processing fees were recorded in cash book in the month in which it is

received. No security registers were provided to verify receipt / release of performance

guarantee.

4. The bank guarantees, if received in lieu of bid processing fee / performance guarantee shall be

verified from the issuing banks.
No such bank guarantees were produced before us for verification.

5. The conditions of BG shall also be verified, any BG with any such condition which is against the

interests of the ULB shall be verified and brought to the notice of Commissioner / CMO.
No such bank guarantees were produced before us for verification. Therefore, it is not possible

for us to comment on the conditions of BG.

The cases of extension of BG shall be brought to the notice of Commissioner /| CMO. Proper

guidance to extend the BC's shall also be given to ULB

10
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No such bank guarantees were produced before us for verification. Therefore, it is not possible
for us to comment on the conditions/extensions of BG.

The contract closure shall also be verified by the auditor.

7.
No contract closure documents were made available to us for verification.

6. Audit of Grants and Loans

i) The auditor is responsible for audit of grants given by Central Government and i
grant register and found them to

ts utilization.

Grants received from Central government has been verified with

be satisfactory.
ii) He is responsible for audit of grants received from State Government and its utilization.

Grants received from state government has been verified with grant register and found them to

be satisfactory.
iii) He shall perform audit of loans provided for physical infrastructure and its utilization. During his

audit the auditor shall specifically comment on the revenue mechanism i.e. whether the asset
created out of the loan has generated the desired revenue or not. He shall also comment on the

possible reasons for non-generation of revenue.
We have verified that no loan is obtained by the parishad.

iv) The auditor shall specifically point out any diversion of funds from capital receipts/ grants/ banks

to revenue expenditure.

As per the information available to us and as per our verification of some instances no cases of

diversion of funds have been noticed.
However, diversion of funds cannot be ruled out due to improper maintenance of grant funds

and non-adherence to guidelines related to opening of a designated bank account for each
grant. Possibilities cannot be ruled out for situations wherein same bank account may be used
for regular transactions of administration of ULB like salary and other administrative expense. It
is strongly suggested to- maintain the spirit of financial propriety that separate bank account

should be maintained for each fund and monitored separately while regular expense of ULB
cannot be

rolled out.

11
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Non recovery of taxes

Urban Local Bodies (ULB) earn rev
test checked Nagar Parishad as of
Interest & Penalties wel
Madhya Pradesh Mun
of any movable prope
not invoked these power
outstanding taxes and resourc

re outstanding a
icipalities Act, 1
rty of attachmen
to recover the outstan
e crunch, leading to

enue from their own resources through taxes, rent,
31 March 2018 a sum of Rs.22.87 lakhs (as s
gainst the taxpayers, although the U
961 to approach a Magistrate to seek or
t and sale of immovable property belongin
ding taxes. Failure to invoke its powers resulted in non-r

LBs had powers u

hindrance in development works.

fees, issue of licenses etc. In
hown in Table Below) plus
nder section 165 of
ders for recovery by distress and sale
g to defaulters, however they had

ecovery of

D t | Received i (V]
O % Recovered g Total un-
recoverable | From D Current Recovered
ue for Current Due recovered
oy pruvious More than Received due of amount
b i
Type of Tax 01/04/2017 | Dues i Ve Curent Year
I Sampatti Kar 353
,53,112.00 28,486.00 | 3,24,626.00 3,84,448.00 16,459.00 3,67,989.00 6,92,615.00
Samekit Kar
4,46,520.00 41,160.00 | 4,05,360.00 4,75,200.00 40,248.00 4,34,952.00 8,40,312.00
Shiksha upkar
- - 1,11,745.00 8,527.00 | 1,03,218.00 1,21,146.00 6,366.00 1,14,780.00 2,17,998.00
Nagariya Vikas
Upkar 1,19,015.00 10,780.00 | 1,08,235.00 1,29,522.00 7.939.00 1,21,583.00 2,29,818.00
Jalkar
34,305.00 22,120.00 12,185.00 5,22,000.00 2,27,535.00 2,94,465.00 3,06,650.00
Total
10,64,697.00 | 1.11,073.00 | 9.53,624.00 | 16,32,316.00 | 2,98,547.00 | 13,33,769.00 | 22,87,393.00
Total Un-Recovered
amount 22,87,393.00

Place : Satna
Date: 30/07/2018
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For Patidar & Associates

Ira Singh

Partner

MRN - 421786
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Name of ULB:
Name of Auditor:

Reporting on Audit Paras for Financlal Year 2017-18

New Ramnagar Nagar Parlshad, Dist. Satna
mummmmmmmm

no. brief
2 | Audit of Verification of Expenditures Grant register has | TDS should be deducted
Expenditure: are as per guidelines, been maintained by | correctly, Utilisation certificates
directives, and rules under all | ULB. Expenses should be prepared and
schemes and entries of properly entered in | verified also registers should
expenditures in cash book, cash book as per | be prepared for temporary
Diversion of Funds, financial | vouchers. Bank advances.
propriety of expenditures, reconciliation has
scheme project wise not been prepared
| utilisation certificate. on monthly basis.
3 | Audit of Book Verification of books of All books are not ULB should maintain books
keeping accounts and stores are maintained as per | and registers as per accounting
maintained as per accounting | accounting rules rules applicable and bank
rules, advance register and applicable. List of reconciliation should be
check timely recovery, Bank records not prepared on monthly basis.
reconciliation statement, grant | maintained is given
register, fixed asset register in point no. 3 of
report attached.
- Audit of Verify fixed deposits and term | No FDR's found in | N.A.
FDR/TDR deposits and their possession of ULB
maintenance X
5 | Audit of Tenders | Verify Tenders/Bids invited by | Documents of
and Bids ULB and competitive tenders not
tendering procedures followed | provided for
verification
6 | Audit of Grants | Verification of Grant received | Verified and found | UC Certificates should be
& Loans from Government and its to be in line. maintained
B utilisation
' 7 | Incidences Diversion of funds | Grant register should be
relating to has not been verified with cash book and
diversion of noticed. utilisation certificates to track
funds from diversion of funds
capital receipt
/grants /Loans
16
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8

to revenue
expenditure and
from one
scheme /project
to another.

a) Percentage
of revenue
expenditure
(Establishm
ent, salary,
Operation&
Maintenanc
e) with
respect to
revenue
receipts
(Tax & Non
Tax).

582.00%

(3,67,56,077 / 63,12,166) x 100

b) Percentage
of Capital
expenditure
wrt Total

45.76%

(1,91,66,322 / 5,59,22,399 ) x 100

expenditure.
Whether all the
temporary
advances have
been fully
recovered or
not.

ULB does not have

policy of lending

advance money to
employees and

temporary advance

10

Whether bank
reconciliation

statements is
being regularly

prepared

No details of
preparation of BRS
has been provided
by ULB

It should be prepared on

monthly intervals

17
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