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CNL comments for the financial year 2018:19.

Ref ng -
NO Project No. 07/1.4.115/17-83 (NTP) dated; 16.01.2019
DQ-'lrSir,

as Internal

With Referenceto the above, we Vinod Singhal & Co.LLP Chartered Accountants appointed o

auditor bf 18 ULBs of Rihar under Group-06 for the project namely “Appointment of internal
of140 ULBs of Bihar."

ation for the financlal year

As w : i ihar- [ Municipal Corpor
ve have conducted Annual internal audit of Bihar-Sharif ] p har-Sharif Municipal

2018-19. ThroughThis letter we are submitting Annual internal audit report of Bi
Corporation for the F.Y.2018-19 with management comments.

We confirm that the internal audit report has been prepared as per terms of reference of RFP.
Thanking You

For Vinod Singhal & Co, LLP
Chartered Accountants B ~
FRN: 005826C/C400276 /o 190 ¢
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CA Krishan Kumar Sodhani
M.No:- 404603
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1. INTRODUCTION

Name of the Munlicipality

Bihar Sharif Nagar Nigam

Peri

od covered under current audit 01.04.2018 to 31.03.2019

Name of Munlclpal Commissioner for the period under Audlt Mr. Saurabh Jorval

2. RESULTS AND FINDINGS

\
”

[
»

In the existing system as prevailing in the Nagar Nigam day to day work Is in progressive manner in respect
of execution of the projects.

Weaknesses observed in the functioning of office. maintenance of records etc, observed during the

audit engagement:

SINo Audit Observations
1 | Non Compliance of AG Report for the F.Y. 2014-2016
2 | Non-updating of bank reconciliation on monthly basis.
3 | Non-Implementation of Double Entry Accounting System
4 No details were made available regarding meeting of municipal accounts committee held during the
financial year 2018-19.
Non-levy of following taxes
* Surcharge on transfer of lands and buildings
* Fire tax.
* Surcharge on electricity consumption within the municipal area
* Tax on congregations. '
* Tax on pilgrims and tourists.
* Tax on profession.
5 * Toll-tax on roads, bridges, ferries and navigable channel and on heavy trucks which shall be heavy
goods vehicles, and buses, which shall be heavy passenger motor vehicles.
* User Charges for provision of water-supply, drainage and sewerage
* User Charges for Solid Waste Management
* User Charges for Parking Facility
* User Charges for Garbage Clearance
* Collection of fees for sanction of building plans and issue of completion certificates,
* Collection of fees for [ssue of municipal licenses for various non-residential uses of lands and buildings,
* Collection of Development Charges
6 | Late-Deposit of tax collection of taxes with cashier and with bank as per provision of BMA rule-22
7 | Non-Collection of notice fees
8 | Non providing of details of arrears of taxes and rental income
9 | Non preparation of payment voucher
10 | Non conducting field survey of 20 high value properties 5
11 | Non-maintenance of required registers as per Rule No. -3 of BMAR-2014
12 Irregularities in tender issue process
13 | Common practice for selection of tender parties:
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14 | Non-maintenance of register for all Procurements with value above Rs. 15,000 1
15 | Defidency in payroll system and of muster roll register
16 | Non-Compliance of Act & Rules
.17 | 12ckofinternal control over collection, recovery & deposit of taxes, assets handling, cheque handling and
statuary compliances.
YE Non-compliance of Statutory Dues:
18 | 1.Delay in deposit of TDS
2. Non filling of TDS returns
19 | Utilisation of Grant and report on missing utilisation certificates
20 | Nonmaintenance of inventory & store register and non-conducting of physical verification of
.+ | inventory/Stores
21 | Nonrecovery/adjustment of advances & interest Theron.
y 22 _ | No mechanism for grievance resolution:
23 | Non providing of records
3. OPINION

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 RECOMMENDATIONS

SINo

Audit ilhseivatlons

Auditor Recommendations

Non Compliance of AG Report for
the F.Y. 2014-2016

During audit we observed that the compliance of C & AG report for
the F.Y. 2014-2016 has not be done by ulb. Further due to lack of co-
operation we were also unable to help them in comply with C & AG
audit report. We requested to management to nominate someone to
comply C & AG audit queries. We suggest that ULB officials should
take appropriate action to prepare compliance of C & AG & internal
audit compliance.

Non-updating of bank
reconciliation on monthly basis.

conciliation help u onitor over:
1. Difference between Bank Passbook and Cash Book
2. Unauthorised withdrawal from Bank
3. Excessive debited by Bank
4. Helps to know reasons of differences.
Therefore, ULB should prepare bank reconciliation of all bank accounts
including doormat accounts on monthly basis. Bank statements of all
bank accounts should be kept in separate file for proper records.

Non-Implementation of Double
Entry Accounting System

As per requirement of BMAR-2014, Part -A, Chapter -2 Rule -4, "All
ULB refereed in Schedule -1 shall maintain its Books of Account using
the double entry system”. Since Chhapra Nagar Nigam is Covered
under Schedule -I, therefore they should have to maintain their
accounts on double entry accounting system in compliance of such rule

No details were made available
regarding meeting of municipal
accounts committee held during

the financial year 2018-19.

As per requirement of BMA-2007, Chapter-XIl, ULB should held
meeting of Municipal Accounts Committee each year. During our
Audit no any evidence has been produced to us w.r.t. meeting of
municipal accounts committee. ULB should ensure timely meeting of
accounts committee in compliance of BMA-2007.
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Non-levy of following taxes

* Surcharge on transfer of lands
and buildings

* Flre tax.

* Surcharge on electricity
consumption within the
municipal area

* Tax on congregations.

* Tax on pllgrims and tourists.

* Tax on profession.

* Toll-tax on roads, bridges,
ferries and navigable channel and
on heavy trucks which shall be
heavy

goods vehicles, and buses, which
shall be heavy passenger motor
vehicles.

* User Charges for provision of
water-supply, drainage and
sewerage

* User Charges for Solid Waste
Management
* User Charges for Parking
Facility
* User Charges for Garbage
Clearance
* Collection of fees for sanction of
building plans and issue of
completion certificates,

* Collection of fees for Issue of
municipal licenses for various
non-residential uses of lands and
buildings,
* Collection of Development
Charges

As persection 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

Late-Deposit of tax collection of
taxes with cashier and with bank
as per provision of BMA rule-22

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 or latest
before noon of next day on which collection is made. However, during
our audit, we observed that there is a huge delay in depositing the tax
at bank. Therefore, management should implement a MIS Mechanism
towards getting control over collection and deposit of Taxes. Further
we wish to inform that failure to comply with Rule 22 may cause for
fine of Rs. 5,000

Non-Collection of notice fees

As per the Regulation 158(a) of chapter XIX of Bihar Municipal Act
2007, Municipality can issue of notice of demand, charging of notice
fee, levy of interest for delayed payment at a rate as may be specified,
and the amount of penalty therefore, but In case of Chhapra Nagar
Nigam, Corporation has not provided any information regarding
charging and collection of notice fees. ULB should collect notice fees
from applicable assesses in compliance of act and to boast ULB revenue.

Non providing of details of
arrears of taxes and rental
income

Since proper documents were not provided during audit, therefore
we can't state the exact outstanding amount, However, we observed
on the basis of last reports and partial data available with us that
there is huge arrear of taxes at Bihar Sharif ULB. Therefore, the
management should take proper step to boost collection of arrears.
Further a weekly or fortnightly meeting with all tax collectors to be
held for getting the reason of non-collection and resolving the same.
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Non preparation of payment
voucher

ULB should prepare voucher based on running voucher as per the
provision of Rule No. 16, 17 and 18 of BMAR -2014.

Non conducting field survey of 20

| high value properties

Being ULB was not maintaining any details of high value PruperﬂES.
above detalls has been prepared based on receipts book. Filed Survey
of the same could not be conducted due to non-support of tax Daroga
& tax collectors in filed survey. ULB should identify and prepare
separate list of high value properties by conducting re-assessment of
prospective properties on timely basis to boost their revenue.

‘11

Non-maintenance of required
registers as per Rule No. -3 of
BMAR-2014

Detail of registers not maintained by ULB is mentioned under PART-A
(a). ULB should ensure proper maintenance of required Books of
Account and register as per the list given in Rule -3 of BMAR - 2014.

12

Irregularities in tender issue
process

Proper tender documents regarding tender approval and allotment
was not properly maintained or made available for audit. In provided
cases, we are unable to comment on channel of procurement of
tender and their required compliances. Further, No statutory
compliance register was maintained in regards with statutory dues
deducted from party bills. So, ULB should maintained proper tender
register and file that include all related documents of tender. Statutory
compliance register should be maintained for all statutory deductions
made form parties invoices.

13

Common practice for selection of
tender parties:

We noticed that common process was being adopted in selection of
contractor. This can lead to doubt on selection process. So, ULB should
ensure proper transparent policy to avoid such practice.

14

Non-maintenance of register for
all Procurements with value
above Rs. 15,000

ULB should ensure maintenance of register for all Procurements with
value above Rs. 15,000

15

Deficiency in payroll system and
of muster roll register

As ULB is not maintaining salary deduction register, Payment
vouchers, Bio-metric and any payroll software. ULB should ensure
that all requirements should be in place and complied for effective
salary management.

16

Non-Compliance of Act & Rules

Refer point of Part-B (d) of audit report for status of non-compliance
of Act & Rules. ULB should ensure compliance of all applicable Act &
Rules.

17

Lack of internal control over
collection, recovery & deposit of
taxes, assets handling, cheque
handling and statuary
compliances.

We observed that there is no any internal control mechanism
available over collection, recovery, deposit of taxes, assets handling,
Cheque handling and Statuary compliances:
We suggest that:

1. MIS System should be implemented over daily collection and deposit.
2. Reason for non-deposit/ late deposit should be strongly need to ask
for minimise delay.

3. Need to identify a person to comply with the Statuary compliances.
In case failure to comply with statuary compliances he should also be
penalised.

Therefore, the management has to take serious effort in
implementation of Internal control Mechanism for getting a better
result from ULB working.

18

Non-compliance of Statutory
Dues:

1. Delay in deposit of TDS

2. Non filling of TDS returns

As ULB is not proper in statutory compliance, that cause
monetary/non-monetary implication on ULB in mode of interest,
penalty and Late Fee & imprisonment. So, management should ensure
Statutory compliance on time.

19

Utilisation of Grant and report on
missing utilisation certificates

Grant is blood of ulb. Therefore for getting grant and running the ulb
working smoothly it is very important to comply with all necessary
requirement of grant. Further timely submission of utilisation
certificate help the grant realising authority to send the money for
fulfil the requirement of future. Therefore management should ensure
that UC has been submitted with concerned department on time.
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Non maintenance of inventory &
store register and non-
conducting of physical
verification of inventory/Stores

Management should Implement the control system over inventory and
store. Stock register should be In place and get it verified by a
responsible person as authorised by management time to time. Further
any discrepancies arises/ found during such verification should be
reported immediately.

21

Non recovery/adjustment of
advances & Interest Theron.

Since proper documents not provided during audit, therefore we
can't state the exact outstanding advance amount, However, we
observed on the basis of last reports and partial data available with
us that there Is huge advances given to staff at Chhapra ULB.
Therefore, the management should take proper step to boost collection
or settlement of advances given to staff. Further a monthly meeting
with all staff who has taken advance to be held for getting back the
advances.

22

No mechanism for grievance

| resolution:

Grievance reporting is very good for a healthy working environment.
Management should implement a mechanism for resolution of
grievance on time.

23

Non providing of records

We observed from the previous C & AG report, Internal Audit report
and from our own experience that the ULB has adopted a general
practice to not presenting the proper documents for audit. However,
many very serfous instances have reported by C & AG vide it report
dated 20" March 2017 the reason of these instances is only that
books are not monitor by respective responsible person on timely
basis. Management should take a serious action against this malafide
practice.

5. COMMENTS FROM MANAGEMENT
Audit observations with audit recommendation has been submitted with management for providing
management Comments.

6. ACKNOWLEDGEMENT
Considering the Physical Environment, accessibility, literacy of the Human Resources, communication facilities
and so many other hindrances, we are in opinion that, the working of the ULB has a deep impact on the
economic & social aspects and values of the inhabitants of the demarcated area. And the unit specifically
d:dicated for the development of Nagar Parishad in the state of Bihar according to plan & for matters ancillary
thereto.
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DETAILED AUDIT REPORT

1. INTRODUCTION:
Perlod-Covered _1
Name OfULB
e From | TO Audit Team
1. Name of TL: CA Krishan Kumar Sodhanl
Bihar Sharif Nagar Nigam | 01-04-2018 31-03-2019 2. Name of MAE : CA Rahul Kumar Shrivastwa
3. Name of MAA: Abul Quasls
2, ADMINISTRATION:
SL No Particulars Details
1 - [ The present body of the ULB has taken charge on | 09.06.2017
2 The incumbency in the key administrative and executive positions was as under:
2.1 Name of Mayor: Vina Kumari
2.1.1 | Perlod of Service: From: 09.06.2017
2.2 Name of Commissioner/Executive Officer: Saurabh Jorval
221 | Period of Service: From: 06.11.2017
To: till date
3. REVIEW OF QUTSTANDING AUDIT PARAS:
3.1. Status of Audit Observations is as under:
Total no. of ‘
audit paras Total  no. Total no. Total mo.
i Total where of audit | of audit ‘ of 0/s
Particulars  of no. . of paras paras Total - No. & date of
S.N. | audit and date a O | ety where where amount ‘of | P22 compliance
of report audit improvement/c e recove Re where no report
paras | orrective £ cas;y s | has g COVerY | action has
measures o osed | mad s been taken
required . prop e
Audit report Compliance
submitted by
1 | pcforthery. | o 1 . - : ’EP"?td“‘;‘
2016-17 RIRGSS
3.2. Details of total no of audit paras:
Period of AG audit report : Financial year 2016-17
Compliance report date & Number : Not Provided
Audit Action
" Amount Recovery Recovery
S.No |Para Heading of the audit para Taken or
m . . involved (Lakh) | Proposed Completed Not
Part-11 of AG audit report
Excess payment to Contractor
1 1 because Bihar Financial Rule is not | 133.96 13396 No
properly followed
Wrongly Distribution of Awash
2 ? Scheme Grant 193 0 0 No
Loss of revenue due to
departmental  non-recovery of
3 d Consumer Tax/Penalty as per Bihar SHEES 583.84 0 No
Municipal Act,2007
Interest and Penalty Paid to South
4 4 Bihar Power Distribution Company | 59.3 0 0
Limited
Excess Payment made in purchase of
5 "
3 5 Fogging Machine because such 361 0 0
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machine Is purchase from other than
BUDKO
6 6 Property Tax Due on property till 149 149 0 No
Financial Year 2013 -14
Loss of Revenue due to Non
7 7 deposition of Revenue Tax in Saving | 23.53 0 0 No
. Bank Account
Differences in Deposit of Amount
8 8 between Cashier Cash book and | 0.22 0.22 0 No
Auditor book
9 9 Short_/ Non - Deposit of amount by 0.06134 0.06134 0 No
Cashier
Short/ Non - Deposit of amount by ! No
10 10 Tax Collector 0.06140 0.06140
1 1 IltJEonttCollccung of Service tax on shop | | 5, 032 . No
Loss of Interest amount due to late
12 12 deposit of Revenue in Nagar Nigam | 0 0 . No
Account
Loss of revenue due to non-recovery
13 - - N
12 from sairatbandobasti . )
Loss of revenue due to Non Renewal N
= ke of Trade Licenses 1575 1575 ) )
15 15 Shop Rent dues till March 2017 12.79 12.79 ) No
16 16 Tower tax dues 45.22 4522 ) No
Irregularities of compliance in the .
17 17 No
Beautification of Hiranya Mountain 0 0
Irregularities of compliance in -
18 - N
15 purchase of Super Sakkar Machine il °
Irregularities of compliance in - N
- £ purchase of LED Light j ) °
Non refund of excess amount under .
y - N
s 20 Swatch Bharat Mission 10476 9
Irregularities in use of Grant under -
- 4 Swatch Bharat Mission 52317 ) .
Irregularities in use of Grant under No
| Shahri Awas Scheme 297.85
Two to three beneficiaries on a No
23 23 single holding of Shahri Awas
Scheme
Non Availability of fund by State No
24 24 Government for Salary of Nagar | 1951 19.51
Nigam Officer
25 25 I1'::!:m Receipt of Grant by Nagar 521 No
igam
26 26 Irregularities in the work of Scheme No
No.08/2015-16
27 27 Irregularities in the work of Scheme No
No0.20/2015-16
28 28 Irregularities in the work of Scheme No
N0.37/2015-16
29 29 Irregularities in the work of Scheme No
No.3/2016-17
30 30 Fuel Expenses 96.27 No
31 31 Excess load on solid waste land No
32 32 Non utilization of Grant amount 191 No
33 33 Non utilization of Grant amount 2 No
under Shahri Awas Scheme
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No
34 34 Excess Investment In Term Deposit | 1.27
Part-1Il of AG audit report
Rules not followed while preparing
35 1
of Budpet
Annual Income and Expenses not
36 2
prepared.
37 3 Use of vehicle without agreement
38 4 Domestic storage bin not avallable
at every house as per scheme
Double entry accounting system is
39 5
not implemented
Cleaning Staff's roster are not
40 6
prepared for Road cleaning
Advertisement tax reglster s not
41 7 .
maintained
42 ] Varlous committee are not
43 9 Various register are not maintained - Y
Land is not recognised for Solid A
44 10 S
waste management. A _
Processing technology is not | ;WV B
45 11 implemented in  solid  waste P
% management N
46 12 Grant register is not available
_41 lili/‘yf;/ -Assets are not revalued.
7 ANE Mutation Register is not properly
48 14 7
maintained. ;
49 15 Demand Register is not maintained i
N :
Daily Collection register is not P -
50 16 properly maintained.  r IR
v SR
51 17 Issue of Receipt is not proper  —
52 18 Excess Labour In Nagar Nigam
9 Property tax receipts are not
= 1 presented to Auditor
Various register are not provided to
34 4 Auditor,
Total 37633 960.73
Refer “Annexure-1*
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5. Audit Observations

I Part-A
All Audit objections/irregularities which has monetary implication, particularly In following areas

a

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

1. Non-levy of taxes: 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. In case of Bihar Sharif Nagar Nigam, The
following mentioned tax/charges are not implemented that leads to loss of revenue to ULB.

: Implemented
SL Particulars by {’JLB or Not
1 | Firetax No
2| Tax on congregations No
3 Tax on pilgrims and tourists No
4 Toll-tax on roads, bridges, ferries and navigable channel and on heavy trucks which
shzu :]E heavy goods vehicles, and buses, which shall be heavy passenger motor No
vehicles.
5 User Charpes for provision of water-supply, drainage and sewerage No
6 User Charges for Solid Waste Management No
7 User Charges for Garbage Clearance No
8 [ Mobile Tower Tax No

Audit Objective - Asper Point No.- 5.00 of TOR.
Criteria - Non levied the taxes reported above by ULB..
Condition -As per details provided to usthe ULB is not charging the above mantion taxes..

Consequence Effect /Impact - Dueto non-collection of taxes with in prescribe time line, ULBincurred interest
lossand alsothe dueto non-collection of taxes, public interest hasalso beensuffered.

Cause- We observed that due to lack of proper follow up and monitoring of activities of concerned person of
the ULBon regular interval, The ULBhas not proper mechanisms for supervision and monitoring of the Taxes

due to which result in Revenue leakage,

Corrective Action / Recommendation - As per our opinion, management should review the working on timely

basis

2. Late deposit of property tax: 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.
In case of Bihar Sharif Nagar Nigam, during verification of receipts book and deposit slips, we have noticed

that there is gap in collection of tax and deposit of tax around 15 to 30 days.

Audit Objective - Asper Point No.- 5.00 of TOR

Criteria - 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 or latest before

noon of next day on which collection is made. Further we wish to inform that failure to comply with Rule 22 may

cause for fine of Rs, 5,000.00

Condition -As per details provided to usthe ULB is not depositing the amount collected from public on time.
ConsequenceEffect /lmpact - Due to non-deposit of cash on timely basis there is loss of interest to ULB. It seems

that huge fund easily available with cashier on the cost of Bihar Sharif ULB.

Cause- We observed that due to lack of proper follow up and monitering of activities of concerned person of
the ULBon regular interval, the ULBhas not proper control, supervision, and monitoring over collection and
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deposit of taxes.

Corrective Action / Recommendation - Management should reconcile time to time the physical Cash with cash
book for stopping the misuse of cash.

3. Non coflection of Notice fees: As per the Regulation 158(a) of chapter XIX of Bihar Municipal Act 2007,
Munidpality can issue of notice of demand, charging of notice fee, levy of interest for delayed payment at a

rate as may be specified, and the amount of penalty therefore, but In case of Bihar Sharif Nagar Nigam, has
not provided any information regarding charging and collection of naotice fees.

Audit Objective - Asper Point No.- 5.00 of TOR.

Criteria - As per sec 158 of Bihar Municipal Act, 2007 The amount of notice fee should be collected by the
municipality.

Condition -As per details provided to usthe ULB is not collecting notice fee.
Consequence Effect /mpact - Due to non-collection of notice fee there is loss of interest to ULB.

Cause- We observed that due to lack of proper follow up and monitoring of activities of concerned person of
the ULBon regular interval, the ULBhas not proper control, supervision, and monitoring over issue of notices
and collection of notice fee.

Corrective Action / Recommendation - Management should monitor the notices issued on periodic basis
towards charging and collection of notice fee.

4. Recovery of outstanding taxes/rental income: As per record provided by corporation, following income was in
arrear as on 31-03-2019.

Details of outstanding arrear of income as on 31-03-2019

SL Type of Income Arrear Amount

1 | Property Tax

2 | Advertisement Tax Details not provided
3 | RentIncome

Audit Objective - Asper Point No.- 5.00 of TOR

Comment: ULB should implement/take action to boost collection of arrear revenue to increase their own source
revenue.

Audit Objective - Asper Point No.- 5.00 of TOR

Criteria - As per sec 158 of Bihar Municipal Act, 2007 the amount of notice fee should be collected by the
municipality.

Condition -As per details provided to usthe ULB is not collecting notice fee.

ConsequenceEffect /Impact - Due to non-collection of notice fee there is loss of interest to ULB.

Cause- We observed that due to lack of proper follow up and monitoring of activities of concerned person of
the ULBon regular interval, the ULBhas not proper control, supervision, and monitoring over issue of notices
and collection of notice fee.

Corrective Action / Recommendation - Management should implement/take action to boost collection of arrear
revenue to increase their own source revenue.,

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

1. Payment of bills after due date: We have not received any single bill during audit. Therefore we are unable to
comment upon it
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2. Pass payment without preparation of payment vouchers: The ULB does not prepare Payment Vouchers for
making payment to the parties/vendors. Payment was made on the basis of bills only raised in the name of ULB

wh

Ich Is passed by the competent authority.

3. Irregularities In payments: No such Irregularities were observed in provided sample data. As complete

vou

ichers files was not made available for audit.

¢ Report on findings of field survey of Property Tax of minimum 20 high value propertles.

Comment:

Physical survey of mentioned properties could not be done due to non-availability of ULB staff for survey. Therefore
we can't comment on it

1. PART-B

a,

The municipality has not maintained/provide for verificatlon the following prescribed registers.

Intained ted
SL Name of register Ee muﬁpdz
Voucher not maintained
1 Journal Book No
2 Ledger No
3 Contra Voucher No
4 Journal Voucher No
5 Receipt Voucher No
6 Payment Voucher No
Register not maintained No
‘ 7 Register of Cheque received No
| 8 Statement on status of cheque received No
J 9 Register of Advance No
J 10 | Register of Permanent Advance No
‘ 11 Summary statement of deposit adjusted No
12 | Summary Statement of Bills Raised No
[ 13 Register of Notice Fees, Warrant Fees, Other Fees No
| 14 Summary Statement of Notice Fees, Warrant Fees, Other Fees No
“ 15 Register of Refunds, Remissions and Write off No
% 16 Summary statement of Refunds and Remissions No
17 | Summary Statement of Write-offs No
\ 18 Statement of outstanding Liability for Expenses No
[ 19 Fixed Assets Register No
| 20 Function wise Income Subsidiary Ledger No
{ 21 Asset Replacement register No
.P 22 Register of public lighting system No
| 23 Grant Register No
1 24 Software Register No
I 25 Computer and Peripheral Register No
26 Demand Register No
f 27 Vehicle Register No
;‘ Property Tax & Other taxes
28 Summary Statement of Demand Raised on assessment No
‘ 29 Summary Statement of Head wise Collection of Other Income No
30 Summary Statement of Refunds No
31 Summary Statement of Write off No
. Rentals, Fees & Other Income
32 Summary Statement of Demand Raised on assessment No
33 | Summary Statement of Head wise Collection of Other Income No
! 34 Summary Statement of Refunds No
1‘ 35 Summary Statement of Write off No
| Public Works
I 36 | Work Sheet ] No |

14
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37 | Deposit Works Register I = N
Stores

38 Material Receipt Note No

39 | Store Ledger o ]
40 | Statement of Closing Stock o

41 Statement of Material Issued No

Other —
42 [ BRS of all bank accounts (Including doormat accounts) l No

Final Accounts for the F.Y.2012-13 t0 2018-19

43__| Audited Balance Sheet L

44 Audited Income & Expenditure Account il

45 Audited Receipts & Payment Account No

b. leregularity in procurement process;

1. Trregularities in vendor payment process: We have not recelved any data for comment

2. Whether a register Is kept for all Procurements with value above Rs. 15,000/-: No procurement register was
maintained at ULB level for procurement with value above Rs. 15,000,

3. As per rule no 75, disbursement to the daily wage workers s to be witnessed by the chief municipal officer /

engineer and he has to sign the disbursement certificate after ensuring that the acknowledgement has been
obtained from the workers on the master payroll (BMAR Form -33).:

against their attendance was not available,

As per provided master payroll of daily wages worker, we observed that signature of wages worker

b. This is noted that stamp of ULB was not affixed on signature done in master payroll.

4. No separate eamest & security de;
tracking refund of EMD/SD o
maintained/provided for verification.

¢ Non-Compliance of directives by UD&HD. GoB:

posit register: Earnest money deposit & security deposit register help in
n time to concerned parties, but in ULB, no such register was

SL | Direction issued by UDHD Complied or Not
1 No such non-compliance of directives by UD&HD, GoB was observed during the audit
d. Non-Compliance of Act & Rules:
‘SL- Requirement Criteria Auditors Comment
Refer point: Part-A (a) (2)
The amﬁunt of Fax colle_ctedd I::(): lgg No, during the audit we observed that the tax
Jak. ColCEDR: i3 ;eqmreh. & s BMAR Rule collectors not handed over there collections to
1 hande.d Vs t% tke casthxe ane No.-22 cashier. However, They have directly deposited
depasited .mtu a.s on edsam the amount into bank which takes maximum
day on which collection is made. delay of 15 to 30 days into bank
Whether every bill collector or
municipal employee entrusted Yes, Every bill collector or municipal employee
with the collection of municipal | BMARRule | entrusted with the collection of municipal
2 revenue was supplied with a No.- 27 revenue was supplied with a Collection Register
Collection Register in BMAR Form in BMAR Form 17 and receipt books.
17 and receipt books.
Whether the collection register
was in the personal custody of the Yes, Collection register was in the person?l
bill collector and the particularsin [ BMARRule | custody of the bill collector and the particulars in
3 It shall be written up from the No.- 27 It shall be written up from the original receipts
original receipts issued at the time issued at the time of collection.
of collection. : : :
Whether bill collector get its BMAR Rule Yes, hill collector get its verified collection
* i i i i 1| as the receipt books in his charge
verified collection register as well LN O.- 27 register as well as p
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as the receipt books In his charge
to the Revenue Inspector/Revenue
Officer or the designated stall of
the Municipality

to the Revenue Inspector/Revenue Officer or the
designated stall of the Municipality

Whether  every DIl collector
Invariably remits his collections
(in cash and/or cheques) to
Cashier dallies before 4.30 PM and
takes the cashier's
acknowledgment In the collection
register,

DMAR Rule
No.- 27

Refer polnt: Part-A (n)

No, Every bill collector or municipal employee
pays thelr collection directly Into bank account
with average 75-90 days dclay after collection of
tax,

Whether  Grant  Register  as
prescribed in BMAR Form 28 was
maintained by the Municipality to
record receipts and utllization of
grants  sanctioned by  the
Government.

BMAR Rule
No.- 69

Yes, Scheme wise grant register was maintained
by the ULB.

Whether specific grants, which
have certain conditions attached
for utilizing such grants including
the requirement to use it for
capital purposes or use it in a
particular proportion or manner.
Usually  such  grants  have
requirements  for  submitting
utilization certificates e, Finance
Commission grant, SFC grant for
specific purpose, namely, road
repairs. It is the responsibility of
the Chief Municipal Officer that the
conditions attached to the grant
are complied with  without
exception.

BMAR Rule
No.- 69

Utilizatlon certificate submitted by the ULB was
not made available to audit,

Whether The grant received for a
specific purpose was diverted for
any other purpose.

BMAR Rule
No.- 69

No such details/information provided.

Whether the Utilization Certificate
was signed by Chief Municipal
Officer for verification of the
financial outlays and physical
progress reported on BMAR Form
No 29.

BMAR Rule
No.- 69

Refer PART-B (h) No, Utilization certificate
details produced for verification

10

Whether Municipality has
returned unutilized grant for more
than three years from date of
receipt to the source from where
such grant was received

BMAR Rule
No.- 69

No related information was provided by ULB.

11

Whether The Chief Municipal
Officer prepare a fund wise
statement of receipts and
payments in BMAR Form No. 71
not later than 20th of the
subsequent month.

BMAR Rule
No.- 120

No, ULB was not prepared a fund wise statement
of receipts and payments in BMAR Form No. 71
not later than 20th of the subsequent month.

12

Whether ULB prepare monthly
Trial balance in BMAR Form No.
72 by extracting all ledger
balances under various Account
Codes as certified by the Chief
Municipal Officer.

BMAR Rule
No.-121

No, ULB was not prepared monthly Trial balance
in BMAR Form No. 72 by extracting all ledger
balances under various Account Codes as
certified by the Chief Municipal Officer.

13

Whether ULB sent 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

BMAR Rule
No.-121

No, Bihar Sharif Nagar Nigam was not send 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 folluwin‘g,ea.:warter
et

by
Fypace
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quarter

14

The Chief Municipal Officer shall,
Within three months after the end
of each financial year be prepared
financlal statements for the
preceding year in respect of the
accounts of the Municipality.The
Finandal Statements shall
comprise of

a. Receipts and Payments Account
for the year (BMAR Form No.71)

b. Income -& Expenditure
Statement for the year (BMAR
Form No.73)

c. Balance Sheet as on 31st March
of the year (BMAR Form No.74)

d. Significant accounting policies
adopted by the Municipality in
presentation of the financial
statementse.

e. Notes to Accounts, which shall
disclose Contingent liabilities, and
such otherinformation as, may be
useful In understanding the
financial statements clearly.

f. Comparative amounts shall be
entered on the financial
statements for the preceding
financial year except. In the case of
the first year to which those rules
apply

BMAR Rule
No.- 122

BMAR Rule No. - 122 were not followed by ULB
during the F.Y. 2018-19.

15

Whether the munidpality is
regular in depositing statutory
dues including tax deducted at
source, GST, TDS on GST, works
contract tax, cess payable to the
government etc. and If not, the
nature and cause of such delay and
the amount not deposited: (BMAR
Rule No.-130)

BMAR Rule
No.-130

Refer PART-B (f)

16

Whether the munidpality 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;(BMAR Rule No.-130)

BMAR Rule
No.-130

Refer PART-B (g)

17

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

BMAR Rule
No.-130

No, BMAR Rule No. 130 was not followed by ULB.
As Single entry accounting system was followed
by ULB. ULB was booking only income &
expenditure only according to cash method.

18

Whether 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;

BMAR Rule
No.-130

Details of sanctioned of grant and deductions
from grant was made available for audit.

19

Whether any Spedial Funds have
been created as per the provision
of any statute and whether the
Spedal Funds have been utilized

BMAR Rule
No;]_i

e gﬁ:?

No related information was provided by ULB

it

¢"‘\\:
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S

for the purposes for which they
have been created:

20

Whether the ULB is maintaining
proper records showing full
particulars, including quantitate
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
account;

BMAR Rule
No.-130

ULB was not maintaining fized assets register for
reporting period. Further no, fixed assets
physically verified report was made available to
comment upon,

21

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:

BMAR Rule
No.-130

Mo details regarding lease hold property was
made available to comment upon.

22

Whether there exists an adequate
internal control procedure for the
purchase of stores, including
components, plant and machinery,
equipment and other assets?

BMAR Rule
No.-130

Yes, ULB followed adequate internal control
procedure for the purchase of stores, incuding
components, plant and machinery, equipment
and other assets. But there were no assets
register was maintained by ULE.

23

Whether any expenses of personal
nature of the Officers or
employees has been charged to the
municipality’ s accounts; If so, the
details thereof;

BMAR Rule
No.-130

We have not observed such type of transaction
during audit.

24

Whether the Bank Recondiliation
statements have been property
prepared for all the bank accounts
of the ULB and the remedial
actions including all correcting
entries have been taken on timely
basis;

BMAR Rule
No.-130

Refer Point-04 (III) No, ULB has not prepared
bank reconciliation for any bank accounts
maintained.

25

Whether the year-end and
reconciliation procedures
prescribed have been carried out
as per the rules;

BMAR Rule
No.-130

As ULB has single entry accounting system, in
that case year end provisions and reconciliation
was not made during the reporting period.

26

Whether all the expenditure
incurred by the Municipality is
authorized by appropriate
provision in the sanctioned
budget. whether made originally
or subsequently and are in all
cases such as are authorized by
Act;

BMAR Rule
No.-130

Payments files were not made available.

27

Whether all revenue has been
properly assessed, accounted for,
collected and recovery action
taken on timely basis:

BMAR Rule
No.-130

Refer-PART-A (a) (2) & (4) No, As per referred
point, this is clear that ULB was not recognising
collection of taxes as and when collected, further
there was arrears of revenue with ULB.

28

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
Act;

BMAR Rule
No.-130

Refer-PART-A (a)(3) No, As per referred point
this is clear that In case of deposit of daily tax
collection, that is deposited on average 70-90
days delay of collection.

29

Whether the amounts received as
specific grants have been utilized
for the purposes as stated in the
grant sanction order;

BMAR Rule
No.-130

Grant sanction order was not produced

30

Whether, proper books of account
as required by the Act and Rules

BMAR Rule
No.-130

Refer-PART-B (a) No Some required books of
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have been kept by the Municlpality malntained,
so far as It appears from
examination of those hoaks. (Rule-
130 of BMAR-2014)

Whether physical verification has ’ , allable
been conducted by the ULB at| BMARRule | No store verification report wis n;lc(:]el 2V(l)|lllrlhlc

31| reasonable mntervals In respect of No.-130 during the reporting perlod to comr pon.

stores;

Whether the procedures of
32 physical verification of stores | BMAR Rule
followed by the ULB are No.-130
reasonable and adequate?

No, procedures of physical verification of stores
followed by the ULB have been provided to
comment upon,

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 [ BMAR Rule
33 account; Whether proper No.-130 No such detalls provided
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;

Whether the valuation of stores Is
in accordance with the accounting
principles laid down In the rules?
Whether the basis of valuation of
34 | stores is same as in the preceding Bng{lggle No such details provided
year? If there is any deviation In )
the basis of valuation, the effect of
such deviation, if material, should
be reported;

Whether the parties to whom
loans or advances have been given
by the ULB are repaying the
principal amounts as stipulated
35 | 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?

Bm\_}.‘lzgle No such details provided

Whether advances given to

municipal employees and interest BMAR Rule
36 thereon are being regularly No.-130
recovered;

No such details provided

Bihar  Municipal  Accounting
Manual, 2014, every year budget
should be prepared for receipts
and expenditure in Performa 75,77
and 80 Preparing Budgets as per
the Rules framed under Bihar [ BMAR Rule . ;
37 Municipal Accounts Rule 2014. No.-132 No-such details pravided
Rule 132 regarding Public
Participation in Preparation Of
Budget. Moreover, as required
under provisions of Rule 139, mid
-year review of Budget.
Municipal Fund: Whether ULB has
38 created  required fund as BMA,2007: No, ULB is using single entry accounting system,

mentioned in chapter IX of BMA- Chapter IX so there was no fund was accounting followed.
2007

Investment of surplus money. BMA,2007: | No details provided by ULB regarding investment

39 | Whether municipality has invested
surplus _ fund as  per the | /i B—@I{A’/A L
- G

7 ‘-'?- N -
s \q‘l

=
¥ )
\_;'-\*;,-'\\__,"_'.,‘?/
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requirement of the chapter-X of
BMA-2007. Auditor will report on
the fixed deposit and other funds
should be In natlonalized
banks/Approved financlal
institutions ~and ~ should carn
maximum Interest at their gestation
period.

Check  whether  comparative
interest rate is Invited from parties

before fnvesting surplus funds:

10

Maintenance of accounts,Whether
the  Chief  Municipal  Officer
prepared and maintained accounts
of receipts and expenditure of the
Municipality in such form, and in
such manner, as may he prescribed,

13MA,2007:
Chapter XII

As ULH was following single entry accounting
system. So receipts and payments detalls were
being maintained in form of cash book. Audited
receipts & payments account as per BMAM was
not prepared by ULB.

41

Financial Statement,

Whether  The  Chief  Municipal
Officer shall, within four months of
the close of a year, cause Lo prepare
a financial statement containing an
income and expenditure account
and a recelpts and  payments
account for the preceding year in
respect of the accounts of the
Municipality,

BMA,2007:
Chapter XI1

Not maintaining

42

Submission of financial
statement and balance sheet to
auditor.

The financial statement prepared
under scction 88 and the balance
sheel of the assels and the liabilities
prepared under section 89 shall be
placed by the Chief Municipal
Officer before the Empowered
Standing Committee which, after
examination of the same, shall
adopt and remit them to the
Auditor as may be appointed in this
behalf by the State Government.

BMA,2007:
Chapter XII

Not followed

43

As per section 127, 128, 129 & 131
of chapter XV Bihar Municipal Act,
2007 various tax are applicable on
ULBs.

BMA,2007:
Chapter XV

Refer-PART-A(a)(1) for details

44

As per the Regulation 158(a) of
chapter XIX of Bihar Municipal Act
2007,) Municipality ~shall, by
regulations, provide for issue of
notice of demand, charging of notice
fee, levy of interest for delayed
payment at a rate as may be
specified, and the amount of
penalty therefore,

BMA,2007:
Chapter XIX

Refer-PART-A(a)(3)

Scanned with CamScanner



- Internal control measures are
€. Lack of internal control measures: We have observed the following areas where Intern
required by ULBs-
1. Voucher file was not maintained
2. Nointernal mechanism for statutory compliance
3. No MIS was prepared for tracking of payments
4. Required books ol accounts as per BMAM was not maintained
5. Statutory compliance reconciliation was not malintalned
6. Year-end reconciliation was not available
7. Bank reconcillation ol any bank account was not prepared.
8. Bank balance as per cash book was not maintaihed.
f.  Non-compliance of TDS, VAT and other relevant Statute
1. Deposit of TDS: No details regarding TDS Deposited Provided by ULB during Audit for our Verification.
2. Filling of TDS Return: No detalls regarding TDS return filled by ULB during reporting period was provided
during audit.
3. Deposit of Royalty: No details of deposit of royalty provided.
4. Deposit of Labour cess: No details of deposit of Labour cess provided.
8- Deficiency in payroll system:
SL_ | Particulars Comments
Status of maintenance of salary register for all . P
1 ; ‘ maintained for all employees
employees [Permanent/Dally wages/Contract worker) Yes, Salary register was poy
ULB was not in practice to issue salary payment
2 | Non availability of Salary payment voucher voucher, Payment of salary was passed based on
approval by competent authority on salary register.
. No sa mber was mentioned in
3 | Matching of voucher number with cash book © salary payment voucher number
cash book
. . Yes, all elements of salary were mentioned in salary
4 | Salary register contains all elements of salary .
register.
Deductions from salary was mentioned in salary
5 | Maintenance of Salary Deduction register register, no separate deduction register was maintained,
; Whether biometric devices and payroll software is Biometric device was and payroll software was not

implemented in ULB. If Yes, then is it integrated with
accounting software

implemented in ULB.
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f. Utilisation of Grant and report on miss
ation of Grant and report on_missi i
) ng_Utilisation Certific :
sof ( ates; ULB has
o t copy of Approved utilization certificate/ letter send to the departmen:o; e S
me extract from the Books of the ULB as reported below : s HOWeTRI WIS TE: EECE

rori® | d@
# . q.
ki ﬁg}" ey | TR | R | Pramfd Regam | i | wm@d
wenwdffy | wfl mafy | PO | o | g
yaRq | 3@da | a0y
I > n il aftr afl
4 5 6 7 8 9 10
2018- G
1 14th Fi
19 nance | 82/31.102018 |  592.95 592.95 | 592.95 592,95 | Deposited
, e = in LPA
Al
19 nance | 15/03.07.2018 | 1,407.63 1,407.63 | 1,407.63 1,407.63 | Deposited
NETT . - in LPA
19 inance | 82/31.10.2018 |  592.95 592.95 | 592.95 592.95 | Deposited
o in LPA
4 i e 21/10-07- Deposited
inance 2018 1,439.58 1,439.58 | 1,439.58 1,439.58 | inlLPA
. i i i
g Physical verification of inventory/Stores: Refer point 31-34 PART-B (d)
h. Aﬁzanmjhﬂmﬂum_muL&Bﬂﬁmw‘
tmer : Refer point 35-36 PART-B (d)
i. Anyother matters as may be prescribed in due course:
point a 1 1 rse: As all relevant matters has been covered in above mention
[1L PART-C
SL Particulars Complied or Not
Auditor should report in a separate section for non-
compliance of rules/directives_of UD&HD, GoB; Auditor Complied
Bihar Municipal Act and Refer(-)PApRT-B(d]

|

regulations as well as related directives by UD&HD.
chapter on

should see the compliance of

specifically Chapter IX to XV and related rules and

should Report in a separate
f Property Tax in the ULB; internal

ome assessment procedures to
check any in-consistencies in assessment. At least 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

Auditor
implementation of SAS o

auditor should witness s

PTRs and Actuals as per internal audits;
pliance of Bihar Municipal

Auditor should report on com
Bihar Municipal Accounts Rules, 2014

Accounting Manual,
with special attention

and Bihar Municipal Budget Manual
1o following Rules of BMAR:

Rule 22: All moneys to be brought to account

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

day
Rule 69: Grant Related Compliance

e =

Complied
Refer-PART-A(c)

- ——

Complied
Refer-PART-B(d)
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| Rule 120-121; Month

o g AT ¥
i AT )

Wikt

ly Receipt & Payment Account and Trial Balance

Auction indicating exceptions , if any and whether a register is kept for all
Procurements with value above Rs. 15,000/-

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

Report on Compliance of financial guidelines of schemes of MOHUA & UD&HD, GoB. Refer-PART-B(c)
Report and quantify all major own revenue losses and opportunities lost or missedr Complied
including in the area of Property Tax, Mobile Transmission Towers Tax, Rental o Refer-PART-A(a)

ot perty

Municipal properties, Advertisement Taxes/Fces etc.; - Comnlied
Auditor should Report on adequacy and appropriateness of the documentation, / OITIFRT-B ®
approvals, compliance of procedures etc. of all payments above Rs. 15,000 and above. Refer- ) |
Auditor should Report on Procurement made including through E-Tendering and E- Complied

Refer-PART-B(b)

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.

Complied
Refer-PART-B(h)

Auditor should report instances of losses, failures or inefficiencies and Complied
recommendations and/or measures which can be taken to avoid their recurrence in Refer-Audit
future. recommendation |
Internal Auditor will report on each payment, that the payment terms & conditions of Complied
tenders and rate offers are according to procurement law and policies. Refer-PART-B(b) |
Internal Auditor will report on each payment, that the payment terms & conditions of Complied
tenders and rate offers are according to procurement law and policies Refer-PART-B(b)
Auditor will report on that the fixed deposit and other funds should be in nationalized Comblied
Banks/Approved financial institutions and should earn maximum interest at their Refer-P APRT-B[d)
gestation period.

Internal Auditor will identify major areas of ULBs own revenue loss and auditor will Complied

access the loss and Prepare a statement of loss. Refer-PART-A(a)
Auditor will report on that all kind of tax deductions i.e. Commercial tax, Income tax, Complied
provident fund etc. Should be deducted from the payments as applicable, deposited | Refer-PART-B(f) &
properly and also should be properly recorded in appropriate ledgers. (g)

Internal Auditor will ensure that all the C&AG audit & Internal audit Paras has been Complied
complied by the ULBs, if not complied the Internal Auditor shall help the ULBs staffs to | Point-03 of Detailed
prepare the compliance report. Audit Report

Partner

Thanking You,
For Vinod Singhal & Co. LLP

(Chartered Accountants)

M. No : 404603
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