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A. P. SANZGIRI & CO.

CHARTERED ACCOUNTANTS
Dale: 13“\!111},’ 2020

To
The Secretary

Urban Development & Housing Department,
Patna-Bihar

i i 8-19
Sub: Submission of Internal Audit Report of Hisua Nagar panchayat for the Financial Yecar 201

Ref No.: Letter No. 7/1. AK. 23/2018 - 82 Daled: 16.01.2019

Respected Sir,

With reference to above subject matter, We A P Sanzgiri& Co., Chartered Accountants has been
appointed as Internal Auditor for the project named as “Selection of Chartered Accountant Firms for
Internal Audit of 140 ULBs of Bihar (Tender No. IA-140ULBs/2017-18/201 8-19/2019-20) Group -
1 covering 19 ULBs"

As per the terms and conditions of RFP Document, we have successfully conducted the Internal Audit
Hisua Nagar Panchayat for the Financial Year 2018-19 and submitting the report of the same as per our
deliverables.

We hereby confirm that, this report has been prepared in accordance with the Terms of Reference of RFP
issued by the department.

Hope you will find the same in compliance.
Thanking You,

Yours faithfully,

On Behalf of
A P Sanzgiri& Co,
Chartered Accountants

CA Satish Gt
Partner

UDIN: 20101134AAAAIC4558
Do - 07- O1- 2020
Mosmboesfp Ao - Yo' 3Y

dress: "
2:05:555 I:I;:Ah:’i 21..House No. 167, Anand Nagar Lane,BehindVakola Police Station, Santacruz East),Mumbai
: one: +91-22-6689 9900, Fax: +91-22-6689 9910 E-mail: apsanzgiriandco@gmail.com
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EXECUTIVE SUMMARY

1. INTRODUCTION:

Name of the Municipality - Hisua Nagar Panchayat
Period covered under Current Audit - 01st April 2018 to 31st March 2019
Name of Mayor/Chairman - Smt. Kunti Devi

Name of Executive Officer - Shri Manish Kumar

2. OBSERVATIONS AND FINDINGS:

In the existing system as prevailing in the ULB, day to day working is in
progressive manner in respect of collection of revenue and execution of the
projects.

There is sufficient co-operation from the management during the course of
our audit.

General Cash book is properly up-to-dated.

. Utilization certificate for FY 2018-19 has been prepared

Fixed assets register was prepared by a CA firm as on 01/04/2014 and it
was updated till 2015-16

Bank Reconciliation Statement has been prepared

The collection of rental income is not satisfactory.

The shopkeeper/tenants have not been paying rent and have huge
outstanding debts.

Budget is not prepared properly; there is huge difference in opening balance
of each year in continuous nature.

No physical verification of store is exercised by ULB.

No Physical verification of cash is exercised by ULB.

Provision of Section 36 (a) (iii) of the Bihar Municipal Act, 2007 regarding
internal auditor wing or Municipal Internal Auditor on the board of the
corporation has not been complied.

Fixed assets register is not maintained by ULB

Compliance report of AG audit is prepared by the ULB and also report is not
provided to us for inspection for FY 2016-17.Hence, we are unable to
comment on the same.

Statutory compliance of the ULBs is not deposited timely and hence it incurs

penalty and other charges.
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11.Non Levy of Taxes:

- Tax on advertisements, other than advertisements published in
newspapers

- Surcharge on electricity consumption within the municipal area

- Tax on congregations.

- Tax on pilgrims and tourists.

- User Charges for Solid Waste Management.

. User Charges for Garbage Clearance.

- Collection of fees for sanction of building plans and issue of completion
certificates.

- Collection of Development Charges.

12. During verification of receipts book and deposit slips, we have noticed that
there is gap in collection of tax and deposit of tax around 1 to 122 days.
13.ULB is not preparing monthly Trial balance in BMAR Form No. 72 by
extracting all ledger balances under various Account Codes as certified by
the Chief Municipal Officer.

14. ULB is not sending the Demand Statement in BMAR Form No. 23 and Trial
Balance to the Director of Local Bodies in soft copy as well as hard copy for
each quarter at the end of month following each quarter

15. Non-preparation of fund wise statement in BMAR Form No. 71, 73 and 74
not later than 20th of the subsequent month.

16. Non Compliance of Rule 130 of BMAR in some of the cases.

17. ULB is not maintaining the accounts as well as not preparing the financial
statements.

18. ULB is currently not following the provision of BMAR for submission of

financial statement and balance sheet to auditor.

3. OPINIONS:

The management has to take stringent effort in forming accountability at various levels of the ULB,
introducing reforms in financial management and accounting systems, development of strong
internal control and organizational design of Municipalities, ensuring capacity building of the
municipal personnel and other matters incidental thereto for overall improvement of the ULB.

4. AUDIT RECOMMENDATION:

it in

Budget is not prepared properly; there is| ULB need to check and
huge difference in opening balance of each| retrospective effect.
year in continuous nature.

rectify
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No physical verification of store is exercised
by ULB.

Physical verification to be carried out by ULB
on interval basis for proper monitoring of the
stock and process.

No Physical verification of cash is exercised
by ULB.

Physical verification to be carried out by ULB
on interval basis for proper monitoring of
cash.

Provision of Section 36 (a) (iii) of the Bihar
Municipal Act, 2007 regarding internal
auditor wing or Municipal Internal Auditor
on the board of the corporation has not
been complied.

Internal Audit wing should be created by
employing the Municipal Internal Auditor on
the Board.

Fixed assets register is not maintained at
ULB

Fixed assets register should be maintained and
updated properly.

Compliance report of AG audit is not
prepared by the ULB and also report is not
provided to us for inspection for FY 2014-15
to 2015-16. Hence, we are unable to
comment on the same.

Compliance report should be prepared as soon
as the report is received by ULB and steps to
be taken for recovery of the amount for
financial irregularities.

Statutory compliance of the ULB are not
properly complied, hence it incurs penalty
and other charges.

As ULB is not proper complying with statutory
obligations, that cause financial implication on
ULB in mode of interest and penalty. So, ULB
should ensure statutory compliance on time.

Certain Statutory Registers and Books are
not maintained.

Statutory register and books of accounts
should be maintained as per guidelines and
BMAR.

Non Levy of Taxes:
. Tax on advertisements, other than
advertisements published in
newspapers

. Surcharge on electricity consumption
within the municipal area

. Tax on congregations.

- Tax on pilgrims and tourists.

. User Charges for Solid Waste
Management

- User Charges for Garbage Clearance

. Collection of fees for sanction of

building plans and issue of completion

certificates,

. Collection of Development Charges

As per section 127, 128, 129 & 131 of chapter
XV Bihar Municipal Act, 2007, various taxes
are applicable on ULBs to increase their own
source revenue. ULB should take steps to
implement required taxes to boost their
revenue

During verification of receipts book and
deposit slips, we have noticed that there is
gap in collection of tax and deposit of tax
around 02 to 102 days.

As per Bihar Municipal Act, 2007 & Rules 22 of
BMAR-2014 The amount of tax collected by the
Tax collector is required to be handed over to
the cashier and deposited into bank on the
same day on which collection is made.

ULB is not prepare monthly Trial balance in

As per BMAR Rule No. - 121, Mould
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BMAR Form No. 72 by extracting all Tedger | prepare of monthly Tral halance in BMAR
balances under various Account Codes as | Form No. 72 by extracting all ledger balances
certified by the Chief Municipal Officer. under various Account Codes as certificd by
the executive officer.

ULB s not sending the Demand Statement in | Currently ULB is sending on yearly basis and”
BMAR Form No. 23 and Trial Balance to the| the same need to be complied on quarterly
Director of Local Bodies in soft copy as well | basis.

as hard copy for each quarter at the end of
month following each quarter

Non-preparation of fund wise statement in | As per BMAM-ULB are required to maintain

BMAR Form No. 71, 73 and 74 not later than | fund wise receipts & payments. As per BMAM,
20th of the subsequent month. following funds should be maintained by ULB.
1. Municipal General Fund

2. Basic service for urban poor

3. Waler supply & sewerage fund

4, Solid Waste Management Fund

5. Road Development & Maintenance
6. Enterprise FFund

on Compliance of Rule 130 of BMAR in | ULB should ensure compliance related to Rule
some of the cases. 130 of BMAR on regular basis.

ULB is not maintaining the accounts as well | ULB is required (o maintain the accounfs as
as not preparing the financial statements. well as prepare the [inancial stalemenls al the
cnd of the year.

ULB is currently not Tollowing the provision | ULB should prepare financial statements for
of BMAR for submission of financial | each year and get it approved from municipal
statement and balance sheet to auditor. accounl committee. Rs per BMAR, audited
financial statements are required to submit to
auditor for audit,

In-consistencies in assessment of property | Checked on random basis and found variation

tax between demand raised by ULB or actual
demand.

. COMMENTS FROM MANAGEMENT
We have conducted audit of the ULB and our report with observation was discussed with ULB
officials and their comments are given. (Kindly refer discussion note attached with the

report)
. ACKNOWLEDGEMENT

During the course of the auditor we have come across many deficiencies like maintaining of
holding tax register, fixed assets register, award register of contract etc. all such deficiencies
we have brought to knowledge of the ULB officials. Further non preparation of bank
reconciliation has also been brought to the notice of the ULB officials,

On Behalf of
A P Sanzgiri &

CA Satsh
Larinar

fUDIN: 20\ (13U PA A A TLUCTCR
DATE: 07-p)-1w0720
"Membershin No (OU3 Y
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1.

DETAILED AUDIT REPORT

INTRODUCTION:

Hisua.Nagar
Panchayat

1st April, 2018

31st March,2019

1. Team Leader: CA Satish Gupta

2. Name of CA: Ayush Agrwal

1. Name of Auditor-1: Rahul Kumar

2. Name of Auditor-2: Md. Mahtab

Alam

2. ADMINISTRATION:

1 The present body of the ULB has taken June, 2017
charge on
2 The incumbency in the key administrative and executive positions was as under:
2.1 Name of Mayor: Smt. Kunti Devi
. Lo From: 19 June, 2017
2.1.1 | Period of Service: To: Till date
2.2 Name of Executive Officer: Shri Manish Kumar
From: 07.09.2015 to 02.07.2018, 02.07.2018 to
2.2.1 | Period of Service: 22.01.2019 & from 22.01.2019.
To: Till date

3. REVIEW OF QUTSTANDING AUDIT PARAS:

JIONS 1

BSERV

Audit
report

by AG
the
2013-14

submitted

18 18 6

for
E.Y.

534/2014-
15,
Dated
26.05.2018

3 3.74 Lac 18

3.2. DETAILSOF TO TAL NUMBER OF AUDIT PARA’S:

Period of AG Audit Report

Compliance Report Date & Number
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Unusable of 3 ase

1 Fabrication make DG set 0.00 No No Yes
Generator.
Irregularities in purchase of

2 Solar Street Light. 546 Lac No No ves

3 Execution of Training 10.20Lac No No Yes
programme doubtful.

4 Wrong transfer of 13th finance 1.04 Lac No No Yes
scheme amount.

5 Grant Amount unspent. 3.94 Lac No No Yes
Excess payment to contractor

6 due non-deduction of Labour 0.82 Lac Yes No Yes
cess.
Non-deposit of_collectlon amount 117 Lac Yes Yes Yes
through H receipt

7 - :
Non-deposit of collection amount
through Miscellaneous & Bus 1.20 Lac Yes Yes Yes
stand.

3 ggstandmg amount of Holding 413 Lac Yes No Yes

9 Outstanding amount of Mobile 4.68 Lac Yes No Yes
Tower.

10 Non-collection of Shop Rent. 1.37 Lac Yes Yes Yes

11 Excess payment from estimates 1.08 Lac No No Ves
as per measurement book.

12 Un-authorised payment to Daily 8.04 Lac No No Yes
wages.

13 Nox?-malntenance of Govt grant 0.00 No No Yes
register.

14 Irregular maintenance of 0.00 No No Yes
treasury pass book.
Non-preparation of Income

15 Expenditure Account,.Recelpt & 0.00 No No Yes
Payment & Comparative
Statement.

16 Profit & Loss Account 0.00 No No Yes
Incomplete.

17 Incomplete work under various 0.00 No No Yes
schemes.

18 Non-holding of fixed strong 0.00 No No Yes

committee meeting.
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FINANCE

I. BUDGETARY PROVISIONS AND EXPENDITURES FOR THE LAST THREE YEARS:

Final/Revised Budget Data

913,23,272.00

29,64,87,356.00

7,68,96,596.00

Actual Expenditure Data

6,14,25,996.00

8,90,63,245.00

6,83,88,007.00

Savings(+)/Excess(-)

2,98,97,276.00

20,74,24,111.00

85,08,589.00

Auditor’s Comment:

The above figures have been taken from the Budget Statement of the ULB for the year 2016-17, 2017-18,

2018-19 & 2019-20. Financial Statement i.e. Audited

.Balance Sheet, Income & Expenditure Account and receipts & Payments Account for The year 2015-16 to

2019-20 have not been produced before us for

verification. Hence, we could not validate the Above-mentioned figures. Before 2016-17 budget has not

been prepared. From 2016-17 preparation of budget

started. Hence we are unable to comments on remaining parts above.

II, VOLUME OF TRANSACTIONS:

ggfar;:?eg 908,19,998.86 899.41,622.00 | 6,34,87,929.00 | 9,08,19,998.86 | 908,19,998.86
Receipts  [7,64,16,325.00 899,41,622.00 | 957.42767.00 | 3438724400 | 438724400
Total 16723632386 | 17,9883244.00 | oo, o0 o 712,52,07,242.86 |12,52,07,242.86
Net 6,83,88,007.00
expenditure [7,68,96,596.00 8,90,63,245.00 | 6,14,25996.00 | 6,83,88,007.00 | &°>°3007.
Closi . .
bala:;;ge 9.03,39,727.86 | 4819.999.00 | 9,78,04,700.00 | 5,6819,235.86 |>081%235.86

Auditor’s Commenti

The above figures have been taken from the Budget Statement of the ULB for the 2016-17, 2017-18, 2018-
19 & 2019-20. Financial Statement i.e. Audited

Balance Sheet, Income & Expenditure Account and receipts & Payments Account for The year 2015-16 to
2019-20 have not been produced before us for

verification. Hence, we could not validate the Above-mentioned figures. Before 2016-17 budget has not been
prepared. Actual figure in respect of F.Y. 2018-19 has

been taken up to December 2018.

(kindly Attached Refer Discussion Note).
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111, BANK RECONCILIATION POSITION AS ON REPORTING DATE:

BANK RECONCILIATION POSITION AS ON 31-03-2019:

k 1 BOI 455910110010 SBM 33,24,8 | 32,57,195.5 - No
2 BOI 455910110002 Bus Stand 5,86,46 | 5,86,463.07 oo Yes
3 PNB 068500010138 NULM 32,82,2 | 32,82,230.8 - Yes
4 PNB 068500010104 HFA 13,79,8 | 13,79,806.3 - Yes
5 PNB 068500010016 BRGF 14,10,1 | 14,10,157.0 - Yes
6 PNB 685000100996 | Social Securities | 157031 | 1,57,031.09 - Yes
7 MBGB 727301000379 Revenue 873976 | 87,39,761.1 - Yes
8 Treasury PLA Grant 814868 | 8,14,86,810 - Yes

Management Comment:
1. Separate BRS will be prepared as per suggestion given by Internal Auditor.
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4. LACK OF INTERNAL CONTROL MEASURES:
We have observed the following areas where internal Control measures are required by
ULBs:-

a. Tax should be collected & deposited on timely basis as per BMAR Rules-As per trend
every tax collector takes 1 to 122 days to deposit the same after collection.

b. ULB should be followed Books of Account, Trial Balance, FAR, FS, and other records as
per BMAR- Neither Trial Balance nor Financial Statement have been prepared by ULB.

¢. ULB should prepare & Maintain monthly BRS- Monthly Bank Reconciliation statement
has not been prepared, however year end reconciliation has been prepared.

d. Necessary sub-ledger is not maintained by the ULB. For instance, register of fuel,
bleaching powder etc. not maintained separately.

e. In respect of budget, realistic approach is not adopted by the ULB in preparation of
budget.

f. Appropriate staff is not deployed at appropriate place.

g No MIS was prepared for tracking of payments.

NON-COMPLIANCE OF TDS, VAT AND OTHER RELEVANT STATUTE

a. DETAILS OF DELAY IN DEPOSIT OF TDS ARE MENTIONED BELOW:

Maa Jagdamba 283474.00 5669.00 | 07.07.2018 | 09.07.2018 | 00002
1 Enterprises
Entit Consultancy Service | 0009 0 8136.00 | 07.07.2018 | 13.07.2018 | 00006
2 Pvt. Ltd.
3 Kiran Devi 938827.00 9388.00 | 07.07.2018 | 09.07.2018 | 00003
4 Laxmi Devi 576052.00 5761.00 | 07.08.2018 | 30.08.2018 | 00003
5 Pappu Kumar 584791.00 5848.00 | 07.07.2018 | 30.08.2018 | 00004

b. DETAILS OF DELAY IN DEPOSIT OF VAT ARE MENTIONED BELOW:

No such cases found
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C. DETAILS OF DEPOSIT OF ROYALTY ARE MENTIONED BELOW:

1 | UpendraKumar 281878.00 5638.00
p | RajeshYadav 357069.00 7141.00
3 | Samay Choudhary 512491.00 | 10250.00
4 | SaeevKumar 667788.00 | 13356.00
Shree rajesh yadav 357069.00 7141.00
¢ | Pappukumar 584791.00 | 11696.00
7 | Ashoklumar 648625.00 | 12973.00

Not deposited

Auditors comments: - Royalty not deposited by the ULB.

Management comment (Kindly Attached Refer Discussion note)

d. DETAILS OF DEPOSIT OF LABOUR CESS ARE MENTIONED BELOW:

1 Upendra Kumar 281878.

2 Rajesh Yadav 357069.00 3570.69
3 Sanjay Choudhary 512491.00 512491
4 Sajeev Kumar 667788.00 6677.88
5 | Ajay kumar 258545.00 2585.00
6 357069.00 3571.00

Rajes yadav
7 | Pappu kumar 284791.00 5848.00

Not
deposited

Management Comments: (Kindly Attached Refer discussion note)
6. DETAILS OF DEPOSIT OF TDS ON GST ARE MENTIONED BELOW:

Upendra Kumar

28187800 | 5638.00
Rajesh Yadav 357069.00 7141.00
Sanjay Choudhary 512491.00 | 10250.00
Sajeev Kumar 667788.00 13356.00

Not
deposited
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8. DETAILS OF TDS RETURNS FILLED ARE MENTIONED BELOW:

1 | First 31.07.2018 28.07.2018
2 Second 31.10.2018 22.10.2017
3 | Third 31.01.2018 gf:alls missing in the
4 | Fourth 31.05.2018 09.05.2019

Consequences: - ULB may suffer penalty for not filing of return on due date in future, if same comes under
the notice of income tax department.
Recommendation:- It is suggested to file return on due date.

9. DEFICIENCY IN PAYROLL SYSTEM:

Status of maintenance of salary register for all employees

(Permanent/Daily wages/Contract worker)

Yes Maintained

Non availability of Salary payment voucher

Available

Matching of voucher number with cash book

Yes Matched with cash

accounting software

book

4 Salary register contains all elements of salary Maintained
Maintenance of Salary Deduction register Maintained
Whether deduction of PF/ESI made from contract

6 Not deducted
employee
Whether biometric devices and payroll software is

7 implemented in ULB. If Yes, then is it integrated with Not implemented

10.DETAILS OF DELAY OF DEPOSIT OF EPF

April - 18 5523 - 15.05.2018 5523 16.01.2018 248
May - 18 5523 - 15.06.2018 5523 19.01.2018 218
June - 18 5523 - 15.07.2018 5523 19.01.2018 187
july-18 5464 - 15.08.2018 5464 19.01.2018 156
August-18 5464 - 15.09.2018 5464 19.01.2018 127
September-18 5464 - 15.10.2018 5464 19.01.2018 96
October-18 4191 - 15.11.2018 ﬁ.01.2018 66
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November-18 4191 - 15.12.2018 4191 19.01.2018 34
December-18 4191 - 15.01.2019 4191 19.01.2018 3
January-19 4191 - 15.02.2019 4191 27.02.2018 11
February-19 4191 - 15.03.2019 4191 21.03.2018 5
March-19 4191 - 15.04.2019 4191 13.06.2018 59

11. UTILISATION OF GRANT AND REPORT ON MISSING UTILISATION CERTIFICATES

I STATUS OF | |(REFER ANNEXURE)
UTILISATIO
N

CERTIFICAT
E

2| Status  of | Specifically grant allocation details has not been maintained, however it is
use of grant | maintained in grant register.(Refer Discussion Note)

as per
default

allocation

3| Physical Refer point 31-40 PART-B (d). ULB did not follow the practice of physical verification
verification | of stock. (Refer Discussion Note

of
inventory/s

tores

4| Advances, Refer point 35-36 PART-B (d), ULB did not give loan/ advance, hence there are no
their case of adjustment and recovery. (Refer Discussion Note)
adjustment

& recovery
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SN 1 Partieulars — -
AR Section for nomeeommline |

e - Or non-¢ anen
ol Hll"n\/ll“'l'l'[h’[!}i ol “”%“n G " on Iljl“ll“{lllil
) ¢« Galy,

Bihay Muuiclpul Act

to XV and related ruley

Auditor g hee the v
or should see the (()"(‘U{%\;(*\J

RuGu'u P B9

A compliance of
and specilically Chapter 1

and regulations ge
. ] 1 Y i) s . 1 .
directives by Upg&lp, well as related

“Auditor should eeem———— —
Auditor — should  Report i a sepan = o
separate  chapter  on

roperty “Tax In the ULB: internal (Uﬂ\b\?g_d

S8 some assessmoent procedures to check
M(qu(’mﬁ - (<)

implementation of SAS of p

auditor should witpe

any in-consistencies in agseccnn )
B 1 assessment, At Jeast 20 high value

properties in the city /town (irrespective of the fact

that SAS is received or not) must be surveyed and checked In
each quarter and reported variations, if any, in PTRs and

Actuals as per internal audits;

Auditor should report on compliance of Bihar Municipal
Accoumting Manual, Bihar Municipal Accounts Rules, 2014 and

Bihar Municipal Budget Manual with Special attention to

following Rules of BMAR : (DTY\*QQEDIL
Rule 22: All moneys to be brought to account RQ&OJK-— stk p)['\_‘)

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

day
Rule 69: Grant Related Compliance

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

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

Report on Compliance of financial guidelines of schemes of COW

MOHUA & UD&HD, GoB.
= all major own revenue losses and CO“‘Q}U.QGl

Report and quantify
n the area of Property M{P)i— M_ ACQJ

Rental of Municipal

opportunities lost or missed inchuding 1
Tax, Mobile Transmission Towers Tax,
ment Taxes/Fees, Sairat etc;
uacy and appropriatencss of the

ce of procedures etc. of all

properties, Advertise

Auditor should Report on adeq

F documentation, approvals, complian

payments above Rs. 10,000 and above.
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[ Auditor should Repor
POrt on Procurement made including

through E- ine . )
I Tendering and E-Auction indicating exceptions, if

JdN : i
AR RECRAHCthErT, Fegister is kept for all Procurements with

value above Rs, 15,000/-

Auditor should Report on presence or absence of a system of

issuance of utilisation 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.

\
. S
yi
~—~

Auditor should report instances of losses, failures or
inefficiencies and recommendations and/or measures which

can be taken to avoid their recurrence in future.

Internal Auditor will report on cach payment, that the
payment terms & conditions of tenders and rate offers are

according to procurement law and policies.

Internal Auditor will report on each payment, that the
payment terms & conditions of tenders and rate offers are

according to procurement law and policies

Auditor will report on that the fixed deposit and other funds

should be in nationalized

Banks/Approved financial institutions and should earn

maximum interest at their gestation period.

M

Internal Auditor will identify major areas of ULBs own revenue

loss and auditor will access the loss and Prepare a statement of

loss.

Auditor will report on that all kind of tax deductions ie.

Commercial tax, Income tax, provident fund etc. Should be

ymerts as applicable, deposited properly

corded in appropriate ledgers.

deducted from the pa

and also should be properly re

Internal Auditor will ensure that aX the C&AG audit & Internal

audit Paras has been complied by the ULBs, if not complied the

Internal Auditor sk

1all help the ULBs staffs to prepare the

compliance report.
I —
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