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A. P. SANZGIRI & CO.

CHARTERED ACCOUNTANTS Date:20-04-2021

To

The Secretary

Urban Development & Housing Department,
Patna-Bihar

Sub: Submission of Internal Audit Report of Nagar Parishad Nawada for the Financial Year 2019-20
Ref No.: Letter No. 7/1. AK. 23/2018 - 82 Dated: 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-140 ULBs /2017-18/2018-19/2019-20) Group -
1 covering 19 ULBs

We have undertaken our audit as per various standards on internal audit issued by the ICAI and as per
scope of work and methodology presented. The audit procedures have been performed on the basis of
accounting records and other information and explanation provided by the management and other
authorised official. We have totally relied upon the data and information furnished by the ULB. It is the sole

and exclusive responsibility of the ULB to ensure that data furnished is complete, consistent and accurate
in all respect.

Our report is in nature of internal audit report only and prepared as per scope of work and methodology
submitted earlier. Since the above procedures were not any statutory audit in accordance with generally
accepted standards in India, we do not express any assurance on financial statement and also on the
completeness of aforesaid factual findings.

Content of the report and matter might have varied if we had performed a statutory audit of the financial
statement in accordance with generally accepted accounting/ auditing standards in India.

This report is restricted for the use of ULB who has agreed to the procedures and should not be used for
any other purposed including disclosure to/ discussion with any other parties. We have no responsibility
to update this report for the events and circumstances occurring after the date of this report.

Thanking You,
Yours faithfully,

On Behalf of
A P Sanzgiri& Co,

Chartered Account3 3
Sahch lupt

CA Satish Gupta
Partner
Membership no.:101134
FRN: 116293W

UDIN: 21101134AAAAJQ3457
Date:16-09-2021

Address: Plot No. 21, House No. 167, Anand Nagar Lane,Behind Vakola Police Station, Santacruz (East),
Mumbai 400055. INDIA, Phone: +91-22-6689 9900, Fax: +91-22-6689 9910 E-mail: apsanzgiriandco@gmail.com




EXECUTIVE SUMMARY

1. INTRODUCTION:

Name of the Municipality - Nawada Nagar Parishad
Period covered under Current Audit - 1st April 2019 to 31stMarch 2020
Name of Mayor/Chairman - Smt. PunamKumari

Name of Executive Officer - Shri Devendra Suman

2. OBSERVATIONS AND FINDINGS:

1. Inthe 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.

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

audit.
3. General Cash book is properly up-to-dated.

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

1. The collection of rental income is not satisfactory.

2. The shopkeeper/tenants have not been paying rent and have hugeoutstanding
debts.

No physical verification of store is exercised by ULB.
4. 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.

6. Bank Reconciliation Statement has not been prepared of all accounts.

7. Fixed assets register is not maintained by ULB

8. 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 & 2015-16.Hence, we are unable to
comment on the same.

9. Statutory compliance of the ULBsis not deposited timely and hence it incurs
penalty and other charges.

10. Certain Statutory Registers and Books are not maintained.

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

¢ Surcharge on electricity consumption within the municipal area

¢ Tax on congregations.
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e Taxon 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.

e Collection of Development Charges.

. During verification of receipts book and deposit slips, we have noticed that there is

gap in collection of tax and deposit of tax around 01 to 104 days.

. 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.

. 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

. Non-preparation of fund wise statement in BMAR Form No. 71, 73 and 74 not later

statements.

than 20th of the subsequent month.
. Non Compliance of Rule 130 of BMAR in some of the cases.

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

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

statement and balance sheet to auditor.

. 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.

. AUDIT RECOMMENDATION:

No physical verlficétlofi 6f 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. LI B o

.| Compliance report of AG audit is not prepared
| by the ULB and also report is not provided to us

Compliance report should be prep;z(n;é’ as soon\ as
the report is received by ULB and tzé S to(ﬁi tz::?e
I;ﬂ/’

‘for inspection for FY 2014-15 to 2015-16.
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Hence, we are unable to comment on the same.

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:
e Tax on advertisements, other than
advertisements published in newspapers
e Surcharge on electricity
within the municipal area

¢ Tax on congregations.

¢ Tax on pilgrims and tourists.

e User Charges for Solid Waste Management

e User Charges for Garbage Clearance

e (Collection of fees for sanction of building
plans and issue of completion certificates,

¢ Collection of Development Charges

consumption

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 01 to
104 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
BMAR Form No. 72 by extracting all ledger
balances under various Account Codes as
certified by the Chief Municipal Officer.

As per BMAR Rule No. - 121, ULB should prepare of
monthly Trial balance in BMAR Form No. 72 by
extracting all ledger balances under various
Account Codes as certified by the executive officer.

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

Currently ULB is sending on yearly basis and the
same need to be complied on quarterly basis.

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

As per BMAM-ULB are required to maintain fund
wise receipts & payments. As per BMAM, following
funds should be maintained by ULB.

1. Municipal General Fund

2. Basic service for urban poor

3. Water supply & sewerage fund

4. Solid Waste Management Fund

5. Road Development & Maintenance

6. Enterprise Fund

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

ULB should ensure compliance related to Rule 130
of BMAR on regular basis.

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

ULB is required to maintain the accounts as well as
prepare the financial statements at the end of the
year.

ULB is currently not following the provision of
BMAR for submission of financial statement and
balance sheet to auditor.

ULB should prepare financial statements for each
year and get it approved from municipal
committee. As per BMAR, audited
statements are required to submit to
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audit.

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

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 in discussion note.(Kindly refer discussion note attached with the

report)

ACKNOWLEDGEMENT

We are thankful to management and staff for their cooperation during audit.

On Behalf of
A P Sanzgiri& Co,

3 {1 ¢

CA Satish Gup&\%, . /&
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Partner W& Aot

Membership No. {0T{%4

FRN: 116293W

UDIN: L\O\W\3URR AT RIS
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DETAILED AUDIT REPORT

1. INTRODUCTION:

1. Team Leader: CA Satish Gupta
2. Name of CA: CA RonakAgrwal
1. Name of Auditor-1: Md. MahtabAlam

Nawada Nagar
Parishad

1st April, 2019 31st March2020

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. PunamKumari

From: 09t June, 2017

2.1.1 Period of Service: To: Till date

2.2 Name of Executive Officer: Shri Devendra Suman
From: 10th july, 2018
2.2.1 | Period of Service: To: Till date

3. REVIEW OF OUTSTANDING AUDIT PARAS:

3.1.5TATUS OF AUDIT OBSERVATIONS 1S AS UNDER:

Aﬁ’d’lt ‘ré”kport .
submitted by Not(%;i;;?red
Yooma 14 14 8 0 0 14 Discussion
F.Y.2014-15 Not)
& 2015-16
Internal _
Audit Paras Not complied
FY (Refer
2017-18 & discussion
2018-19. note)

3.2. DETAILS OF TOTAL NUMBER OF AUDIT PARA'S:
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Non-deposit of collection by tax 1.02 Lac Yes No No
collector.
1 Less-deposit of collection by tax 0.25 Lac Yes No No
collector.
Non-deposit of gmount by the 3.44 Lac Yes No No
cashier.
Loss of revenue due non-
2 inclusion of development permit 2.05 Lac Yes No No
fees in map approval.
Non-collection of mobile towers
3 unauthorised installation and 27.10 Lac Yes No No
renewal/registration fees.
4 Non-collection of labour cess on 19.00 Lac No No No
map approval.
5 Non—deduct%o.n of Performance 0.00 No No No
securities and Vat.
Non-endowment of SAIRAT for
6 collection of vehicle Registration 0.12 Lac Yes No No
fees.
Irregularities in payment due to
7 non-availabilities of Form N & M. 1.95 Lac No No No
Idle fund Grant amount against
Construction of Urban 135.41 Lac No No No
8 Government Building.
Loss of Interest due to amount in 438 Lac Yes No No
Current Account.
9 Un-approved'expendlture against 132.75 Lac No No No
Daily Wages.
10 Non-collection of ou.tstandmg 18.48 Lac Yes No No
shop rent & service tax.
11 Non-maintenance of Government 0.00 No No No
Grant Register.
12 Payment ma(_ie without quality 0.00 No No No
test against schemes.
13 Non-mamtengnce of Assets 0.00 No No No
Register.
Non-presentation of No
14 Miscellaneous & H Receipt Book. 0.00 No No

Note-1: Compliance Report has not been prepared by management.

Management Comment: We are preparing Compliance Report for above said period of AG Report,

Once it is completed thereafter said Report will be provided.

(Kindly refer discussion note attached with the report)
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{e JLACK OF INTERNAL CONTROL MEASURES:We have observed the following areas where internal control

measures are required by ULBs-

a.

e.

f.

Tax should be collected & deposited on timely basis as per BMAR Rules-As per trend every tax collector
takes 01 to 104 days to deposit the same after collection.

ULB should follow 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.

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

not maintained separately.

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

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:

- o b 3 e | Cheque/
SN Nameof 'Part'y‘ 1 InvmceValue Amountof Duedate Of Actual Dateof Challan
oo s o . o L deduction jdeposit. = (deposit . |
1 | Vinay contraction 61,60,399.00 | 1,23,208.00 7.04.2020 6.04.2020 8
2 | Sajid khan 5,61,444.00 5,614.00 7.04.2020 9.04.2020 1
3 | Murari mochi 2,26,203.00 2,262.00 7.03.2020
4| Sudhir kumar 28,12,141.00 | 28,121.00 7.4.2020 | Not deposited
5 | Sarita devi 65,252.00 6,53.00 7.04.2020
6 | Md sajid 12,56,360.00 |  12,564.00 |  07.10.2019 10.10.2019 3
7 | Sanjit kumar 5,47,200.00 5,760.00 |  07.10.2019 06.12.2019 5
8 | Amitkumar 5,06,755.00 5,068.00 |  07.09.2019 22.10.2019 6
9 | Sarwankumar 5,75,830.00 5,758.00 07.10.2019 22.10.2019 6
10 | sunita Devi 19,87,009.00 | 19,870.00 |  07.10.2019 01.10.2019 11
11 Bipinkumar 3,90,457.00 3,905.00 |  07.11.2019 05.11.2019 1
12 Abhinashkumar 19,59,464.00 | 19,595.00 | 07.11.2019 05.11.2019 10
13 | Sanjay kumar 4,99,527.00 | 499500 | 07.11.2019 22.10.2019 6

b.DETAILS OF DEPOSIT OF ROYALTY ARE MENTIONED BELOW:

_ameol ran olce v _deduction | deposit
Vinay contraction 61,60,399.00 94,709.00
2 Sajid khan 5,61,444.00 11,521.00
\\N{urari mocha 2,26,203.00 4,524.00 | Not Deposited
\Syﬁhir kumar 28,12,141.00 56,424.00
ﬁ%’rfita devi 65,252.00 7 84.00
£, i
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6 |y dsajid 12,56,360.00 25,127.00
7 | sanjitkumar 5,47,200.00 11,520.00
8 | Amit kumar 5,06,755.00 10,135.00
9 | sarwankumar 5,75,830.00 11,517.00
10 | sunita Devi 19,87,009.00 19,870.00
11 | kksinha 5,49,954.00 11,000.00
12| Umes Prasad 5,50,000.00 11,000.00
13 | Bipinkumar 3,90,457.00 7,809.00
14 | Abhinashkumar 19,59,464.00 39,189.00
15 | Sanjay kumar 4,99,527.00 9,991.00
16 | Murari Mocha 3,49,797.00 6,996.00
17 | MdNaushad 5,64,348.00 11,287.00
18 | kk,sinha 5,44,090.00 10,992.00
19 | Umes Prasad 5,50,000.00 13,127.00

Note: - Royalty not deposited by the ULB.

Management comment:(Kindly Refer Discussion Noteattached with the Report)

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

1 y 60, 61,604.00
2 Sajid khan 5,61,444.00 5,614.00
3 Murari mochi 2,26,203.00 2,262.00
4 Sudhir kumar 28,12,141.00 28,121.00
5 Sarita devi 65,252.00 6,53.00
6 | Mdsajid 12,56,360.00 12,564.00
7 | Sanjitkumar 5,47,200.00 5,760.00

8 | Amit kumar 5,06,755.00 5,068.00

9 | sarwankumar 5,75,830.00 5,758.00
10 | Sunita Devi 19,87,009.00 19,870.00 Not Deposited
11 | kksinha 5,49,954.00 5,500.00
12 | Umes Prasad 5,50,000.00 5,500.00
13| Bipinkumar 3,90,457.00 3,905.00
14 | Abhinashkumar 19,59,464.00 19,595.00
15 | sanjay kumar 4,99,527.00 4,995.00
16 | Murari Mocha 3,49,797.00 3,498.00
17 | MdNaushad 5,64,348.00 5,643.00
18 | kksinha 5,44,090.00 5,496.00
19 | Umesh Prasad 5,50,000.00 5,500.00

Note: - Labour Cess not deposited by the ULB.

Management comment:(Kindly Refer Discussion Noteattached with the Report)
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d. Details of deposit of TDS on GST are mentioned below:

= "Saj’id — 56144400 ‘,_11‘;22,,8‘,-60 ‘
3 Murari mocha 2,26,203.00 4.524.00
4 | Sudhirkumar | 28,12,141.00 5624200
5 Sarita devi 65,252.00 1,306.00
Mdéajid 12,56,360.00 25,127.00
Sanjitkumar 5,47,200.00 11,520.00
Amit kumar 5,06,755.00 10,135.00
Sarwankumar 5,75,830.00 11,517.00

Sunita Devi 19,87,009.00 19,870.00 Not deposited
k.k.sinha 5,49,954.00 9,625.00
Umesh Prasad 5,50,000.00 16,169.00
Bipinkumar 3,90,457.00 7,810.00
Abhinashkumar | 19,59,464.00 39,190.00
Sanjay kumar 4,99,527.00 9,991.00
Murari Mocha 3,49,797.00 6,996.00
MdNaushad 5,64,348.00 11,286.00
k.ksinha 5,44,090.00 8,493.00
Umesh Prasad 5,50,000.00 7,778.00

Management comment:(Kindly Refer Discussion Noteattached with the Report)
{ g). DEFICIENCY IN PAYROLL SYSTEM:

Status of maintenance of salary register for all employees

1 YesMaintained
(Permanent/Daily wages/Contract worker)

2 Non availability of Salary payment voucher Available

3 Matching of voucher number with cash book YesMatched with cash book

4 Salary register contains all elements of salary Maintained

5 Maintenance of Salary Deduction register - Maintained

6 Whether deduction of PF/ESI made from contract employee Yes
Whether biometric devices and payroll software is implemented in

7 Not implemented
ULB. If Yes, then is it integrated with accounting software
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DETAILS OF DELAY OF DEPOSIT OF EPF:

April - 19 76,756.00 15052019 |  76,756.00 | 94102019 160
May - 19 79,118.00 15062019 |  79,118.00 | 24.10.2019 130
June - 19 73,996.00 15.07.2019 | 73,996.00 | 24.10.2019 99
July - 19 73,043.00 15.08.2019 |  73,043.00 | 04.10.2019 50
Aug- 19 73,744.00 15.09.2019 |  73,744.00
Sep - 19 64,809.00 15.10.2019 |  64,809.00
Oct-19 68,646.00 15112019 |  68,646.00
Nov - 19 69,116.00 15.12.2019 | 69,116.00 | Not deposited | More than
Dec - 19 70,241.00 15.01.2020 |  70,241.00 one year
Jan - 20 66,208.00 15.02.2020 | 66,208.00
Feb - 20 64,946.00 15.03.2020 |  64,946.00
March - 20 69,240.00 15.04.2020 |  69,240.00

Management comment:(Kindly Refer Discussion Noteattached with the Report)

(h) .UTILISATION OF GRANT AND REPORT ON MISSING UTILISATION CERTIFICATES:

STATUS  OF The same is prepared with help of Auditor.
UTILIZATION  (Refer Discussion note and annexure)
CERTIFICATE:

STATUS ~ OF Specifically grant allocation details has not been maintained, however
USE OF GRANT it is maintained in grant register.

AS PER  (Refer Discussion Note)
DEFAULT

ALLOCATION:

(i} Physical
verification of (kindly Refer Attached Discussion Note)
inventory/sto
res

(i) Advances,
their

(kindly Refer Attached Discussion Note)
adjustment &

recovery

(k) Any other matter as may be prescribed in due course-As all relevant matters has been covered in above
mentioned points,
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1L PART-C

Auditor should report in a separate section for non-compliance of

rules/directives of UD&HD, GoB; Auditor should see the

compliance of Bihar Municipal Act and specifically Chapter IX to

XV and related rules and regulations as well as related directives
by UD&HD.

Complied
Refer-PART-B(b)

Auditor should Report in a separate chapter on implementation
of SAS of Property Tax in the ULB; internal auditor should witness
some assessment procedures to check any in-consistencies in
assessment. At least 20 high value properties in the city /town
(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;

Complied
Refer-PART-A(c)

Auditor should report on compliance of Bihar Municipal
Accounting Manual, Bihar Municipal Accounts Rules, 2014 and
Bihar Municipal Budget Manual with special attention to

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

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

Balance

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

Refer-PART-B(c)

Report on Compliance of financial guidelines of schemes of

MOHUA & UD&HD, GoB.

Complied
Refer-PART-B(b)

Report and quantify all major own revenue losses and
opportunities lost or missed including in the area of Property Tax,
Mobile Transmission Towers Tax, Rental of Municipal properties,

Advertisement Taxes/Fees, Sairatetc;

Complied
Refer-PART-A(a)

Auditor should Report on adequacy and appropriateness of the
documentation, approvals, compliance of procedures etc. of all

payments above Rs. 10,000 and above.

Complied
Refer-PART-B(b)

Auditor should Report on Procurement made including through
E-Tendering and E-Auction indicating exceptions, if any and

whether a register is kept for all Procurements with value above

e A4 _of.Q0
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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.

Complied
Refer-PART-B(h)

Auditor should report instances of losses, failures or inefficiencies Complied
and recommendations and/or measures which can be taken to Refer-Audit
avoid their recurrence in future. Recommendation
Internal Auditor will report on each payment, that the payment

Complied

terms & conditions of tenders and rate offers are according to

procurement law and policies.

Refer-PART-B(b}(a)

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

procurement law and policies

Complied
Refer- PART-B(b)(a)

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.

Complied
Refer-PART-B(c)

Internal Auditor will identify major areas of ULBs own revenue
loss and auditor will access the loss and Prepare a statement of

loss.

Complied
Refer-PART-A(a)

Auditor will report on that all kind of tax deductions i.e.
Commercial tax, Income tax, provident fund etc. Should be
deducted from the payments as applicable, deposited properly

and also should be properly recorded in appropriate ledgers.

Complied
Refer-PART-B(f)

Internal Auditor will ensure that all the C&AG audit & Internal
audit Paras has been complied by the ULBs, if not complied the
Internal Auditor shall help the ULBs staffs to prepare the

compliance report.

Complied
Point-03 of
Detailed Audit
Report
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