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AUDIT REPORT ON THE ANNUAL FINANCIAL STATW!‘S OF BANKURA
MUNICIPALITY FOR THE YEAR ENDED 31% MARCH, 2008

/ We have audited the Balance Sheet of the Bankura Municipality as at 31 March,
2008 along with Income & Expenditure Account and Receipts & Payments Account for the year
ended on that date under section 86 of the West Bengal Municipal Act, 1993 as amended till date.
Preparation of these financial statements is the responsibility of the Bankura Municipality

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

2. This Audit Report contains the comments of the Examiner of Local Accounts |
(ELA) on the accounting treatment with regard to classification, conformity with the best
accounting treatment, accounting practices, accounting standards and disclosure norms, etc. Audit
observation on financial transactions with regard to compliance with the Laws, Rules and
Regulations (Propriety and Regularity Audit) and efficiency-cum-performance aspects, etc., are

reported through Inspection Reports/Audit Reports separately.

3 We have conducted our audit in accordance with the Auditing Standards generally
accepted in India. These standards require that we plan and perform audit to obtain reasonable
assurance about whether the financial statements are free from material misstatements. An audit
includes examining, on a test basis, evidences supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management as well as evaluating the overall presentation of
financial statements. We believe that our audit provides a reasonable basis for our opinion.

4. Based on our audit, we report that:

i We have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purpose of our audit.

ii. The Balance Sheet and Income & Expenditure Account and Receipts and Payments

Account dealt with by this report have been drawn up in the format prescribed under Accounting

Manual for Urban Local Bodies (Part — 5 : Forms & Formats) subject to the observations made

below. ‘

jii. In our opinion, proper books of accounts and other relevant records have been |
maintained by the Bankura Municipality as required under Accounting Manual for Urban Local |
Bodies (Part — 5 : Forms & Formats) in so far as it appears from our examination of such books

and subject to the observations made below.




. Management adhered to appropriate internal controls [Comments as per Sub-rule
(2) (1) () of the Rule 22 of West Bengal Municipal (Finance & Accounting) Rules, 1999
(Amends  is enclosed (Annexure — 1)]

‘We further report that-

A. Balance Sheet

i3 . Liabilities (Source of Fund)

A.ll Reserve Sch- B-3
A.l.1.1 Grant Against Fixed Assets T 342.16 lakh

As per Accounting Manual for ULB (Part- 2 Para 3.4.1d), when Capital Grants are
received it shall be treated as liability (Grants, Contributions for specific purpose) and on
construciion/acquisition of a fixed asset out of grants so received. the extent of capitalized value of
the asset shall be treated as capital receipt and transferred from the respective specific grants
account to the 'Grant a;m—nst Fixed Ass—e—ts' accounts.

The Municipal authority, however, wrongly transferred the value of Capital-Work-
in-Progress' amounting to ¥.34.08 lakh to the 'Grants against Fixed Assets.

Wrong accounting treatment of the above resulted in overstatement of 'Grant
against Fixed Assets' with the corresponding understatement of 'Grants, Contribution for Specific
Purpose' to the extent of ¥34.08 lakh.

Municipal authority admitted the observation and assured to rectify the entry with
the incorporation in the Annual Accounts of 2008-09.
e L e i

Al2 Grants, Contribution for Specific Purpose (Sch. B-4) ¥ 725.75 lakh

Above included negative balance (-) of ¥96636 in respect of Basic Minimum

Service (BMS) grant. Negative balance indicated excess capital expenditure over the grants
€xcess expondiiia o

received and the same was incurred out of Municipal own fund. Therefore, umutilised grants

should not be exhibited as negative balance and the capital expenditure for the creation of fixed

asset 10 the extent of grant received should only be transferred to 'Grants against Fixed Asset'.

Wrong accounting of the above resulted in understatement of ' Grants, Contribution
for Specific Purpose’ with the corresponding overstatement of ' Grants against Fixed Asset ' to the
exten: of ¥ 0.97 lakh.

In reply, Municipal authority admitted the audit observation and stated that the

—_—

rectification would be done and incorporated in the Annual Accounts for the year 2008-09.
',.\-————"—'- —
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. ‘ 'l-"'rto'April 20029 33,00.000, February '08 ¥ 1,24,101 and March '08 — ¥ 1,42,720) of the employees

Other Liabilities (Sundry Creditors) Sch. B-9
Employees liabilities  136.67 lakh

Above included ¥ 35,66,821 being the Provident Fund subscription (November '99%

which was deducted but not deposited into Treasury PF Account till 31.03.2008.

As per Accounting Manual [Part-6, para 5.6(2)] for ULBs provident fund deduction

of the employees are to be directly credited to the 'Provident Fund' instead of showing it as 'PF
payable' under other liabilities.

Misclassification of the above resulted in overstatement of 'Other liabilities' with
the corresponding understatement of Provident Fund' to the extent of ¥ 35.67 lakh.

However non-remittance of PF subscription as on the balance sheet date should be
disclosed in detail in the Notes to Accounts.

Municipal authority admitted the observation and assured to rectify the entry with
the incorporation in the Annual Accounts for the year 2008-09.

(b) Above 'Employee Liabilities' included ¥ 58,98,664 being the gratuity payable to the
retired employees instead of actual gratuity of ¥ 66,66,357 payable as on 31.03.2008.

Wrong accounting of the above resulted in understatement of 'Other liabilities' with

the corresponding understatement of 'Expenditure’ as well as 'Deficit of income over expenditure’
to the extent of ¥ 7.67 lakh.

Municipal authority admitted the above observation and assured to rectify the entry
with the incorporation in Annual Accounts of 2008-09. e

(c) Above 'Employee liability' included ¥ 33,17,507 being the arrear pension payable to
the retired employees of the Municipality as on 31.03.2008. As per Accounts Manual (Part-2, Para
3.2.1e) for ULBs, Pension is to be recognised on actual payment basis only. Therefore, no liability
for pension is required to be provided in the Accounts.

Wrong accounting of the above resulted in overstatement of 'Expenditure’ as well as
'Deficit of income over expenditure' to the extent of T 33.18 lakh.

While admitting the above observation, Municipal authority assured to rectify the
entry with the incorporation in Annual Accounts of 2008-09.
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Assets (Applicatior: of Fund)
Current Asscts, Loan & Advances
Cash & Bank balance Sch. B-17 ¥ 1023.92 lakh

Above included ¥ 769.66 lakh being the balance of Provident fund contribution of
the employees in the Treasury Account. This is not a current asset of the Municipalit® and it

4 ‘should be shown under investment

Similarly, Pension fund balance of ¥ 11.60 lakh deposited in the UBI wa: shown
under Cash & Bank balance instez 1 of proper head of 'Investment'.

Misclassification o the above resulted in overstatement of 'Cash & Bank balance'
with the understatement of 'Invest:nent' to the extent of ¥ 281.26 lakh.

While admitting the above observation, Municipal authority assured to rectify the
entry with the incorporation in the Annual Accounts of 2008-09. T

—

A22 Sundry Debtors (12eceivable) Sch. 15 ¥ 209.26 lakh
* Above did not include ¥ 22,23,075 being the interest accrued during the year 2007-
08 on the provident fund deposited in the Treasury.

Non-accounting of the above resulted in understatement of 'Sundry debtors
(Receivable from State Govt.)' with the corresponding understatement of ‘Provident fund' 1o the
extent of ¥ 22.23 lakh.

Municipal authority admitted the observation and assured to rectify the entry with
the incorporation in the Annual Accounts of 2008-09.

B. Income & Expenditure Statement
B.1 Expenditure
B.1.1 Establishment expenditure Sch. 1-10 ¥ 811.12 lakh

Above included an amount of ¥ 80,68,233 being the expenditure towards payment
of pension/family pension to the retired employees during the year 2007-08. Since, @ separate
Pension Fund of ¥ 11,59,735 was operated by the Municipality, the expenditure to the exient of ¥
11,59,735 should have been adjusted against the above fund and the excess of fund (¥ 69.08,498)
was only required to be shown in the Income & Expenditure Statement.

Wrong accounting of the above resulted in overstatement of 'Expenditure' as well as
'Deficit of Income over Expendi:ure' with the corresponding overstatement of 'Pension fund' to the
extent of ¥ 11.60 lakh.

Municipal authority, in their reply, assured to rectify the entry y.;ith the
_____4——"—-_‘-—___—__
incorporation in the Annual Accounts of 2008-09.
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GENERAL OBSERVATION

Un-reconciled Bank account
In the Bank reconciliation statement(BRS), the pass book balance of HUDCO Loan
© Recovery C-5050 was shown as ¥.24958 against the actual pass book balance of ¥.24873 and the
pass book balance of BDCCL A/c 0013 was shown as ¥122632 against the actual pass book
balance of T 124632. Due to discrepancies in the BRS in respect of above two bank accounts, the
Bank balance of ¥ 1023.92 lakh was not treated as reconciled and confirmed.

3 Discrepancies in accounts and primary records

There were discrepancies in valuation of store items between stock register and
accounts while the arrear property tax as per the records maintained for property tax was not tallied
with the amounts of accounts. The Advance Register being the primary record of Advances were

not maintained. Due to above reasons the amount shown under above heads could not be
confirmed.

C3 Provident Fund (Sch. B-2) ¥ 269.66 lakh

Above balance of ¥ 269.66 lakh under Provident Fund could not be ascertained in
absence of Abstract & PF Ledger. Since, PF subscription deducted from the employees during the
period Nov. 99 to Apr. 02 was not deposited into Treasury P.F. A/c till date, actual loss of P.I;' y
interest that was to be charged to the I & E a/c can not be ascertained. The fact of non-deposit of

P.F. subscription of employees during the period should invariably be disclosed in Notes to

Accounts' (Sch B-21). : g L
Peticiencies/ Shertcomings w acecwiling goltuane packoss Runohisaab
C4 (a) The accounting software package 'Purchisaab’ has no locking arrangement

in so far as accounting period is concerned i.c. any voucher can be entered at a later ate after

closing of a particular accounting year on real time basis thereby leaving the system unsecured.

(b)  In absence of any password policy in respect of the accounting software
package 'Purohisaab', password can be created using only numeric/alphabets characters that too of
desired length rendering the password strength weak. In IT environment, password being an
integral part of logical access control, must be maintained as per standard password policy and
should preferably be unauthorized log-in attempt can be made to enter the accounting software

package 'Purohisaab’, rendering the security of entire system vulnerable.



Schedule forming part of Financial Statement

The schedules B-1, B-2, B-3, B-4. B-8, B-11, B-12, B-15 and B-18 attached to the
43 Bg]ance Sheet were incomplete and not conforming to the provisions of the Accounting Manual
' for ULB.

D. Effect of Audit Comments on Accounts.

assely
The net impact of the comments given in preceding paras is that the labilities as on

31" March, 200€ were understated by ¥.22.23 lakh, the liability overstated by ¥.14.88 lakh, and the

deficit of income over expenditure for the year was overstated by ¥.37.11 lakh.(working sheet
enclosed)

i) Subject to our observations in the preceding paragraphs, we report that the Balance
Sheet and Income and Expenditure Account and Receipts and Payments Account dealt with by this

report are in agreement with the books of accounts.

i) In our opinion and to the best of our information and according to the explanations
given to us, the said financial statements read together with the Accounting Policies and Notes on
Accounts, and subject to the significant matters stated above and other matters mentioned in
Annexure - I to this Audit Report, give a true and fair view in conformity with accounting
principles generally accepted in India:
- in so far as it relates to the Balance Sheet of the State of affairs of the Bankura
Municipality as at 31% March, 2008 and

- in so far as it relates to the Income and Expenditure for the year ended on that date.

Place: Kolkata Exam:ner f LO&M

Date: ést- -Bengal
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Working Sheet on Net impact on Annual Accounts of Bankura Municipality for

2007-08

(% in Lakh)

Liabilities Assets Deficit
Ref. No. u/s OIS u/s 0/s uU/sS OIS
A1.1.1 "~ 34.08 34.08
A1.2 0.97 0.97
A.1.3(a) 35.67 35.67
A.1.3(b) 7.67 7.67
A.1.3(c) 33.18 33.18
A.2.1.1 281.26 281.26
Az2.2 22.23 22.23
B.1.1 11,60 11.60
Total 100.62 115.50 303.49 281.26 7.67 44.78

Liability overstated by ¥ (115.50-100.62) lakh = ¥ 14.88 lakh
Asset understated by T (303.49-281,26) lakh = ¥ 22.23 lakh
Deficit of income over expenditure overstated by T (44.78-7.67) lakh = ¥ 37.11 lakh

U/S - Understatement

0/S - Overstatement

e e
T St

EA

ks

e




S B i

Audit comments with referenc;t‘d sub-rule (2) (1) (d) of Rule 22 of the West Bengal
Municipal (Finance& Accounting) Rules, 1999

Item of information.

Audit comments.

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

¥Yes,

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 law.

Yies.

Whether all  transaction  (income,
expenditure, assets and liabilities) are
correctly classified and stated in
sufficient details?

No, comments given in draft Audit Report .

Whether in respect of all bills for charges
on accounts of all works and other
expenditure proper certificates have been
furnished in support of them and that no
deviation has been made from the
sanctioned plans and the estimate without
other sanction of the competent

‘authority?

Yes.

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

Yes.

Whether the special funds, if any, have
been created as per the provisions of
relevant statutes and whether the special
funds have been utilized for the purpose
for which created?

No.

Whether the Municipality is maintaining
proper records showing full particulars,
including  quantitative details and
situation of fixed assets? Whether these
fixed assets have been physically verified
by the management at reasonable
intervals? Whether any  material
discrepancy was noticed on such

No physicul verification of Fixed Assets is done
by Municipality. Fixed Asset Register was not

maintained.
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feation and if so, whether the same
ve been properly dealt with in the
Books of accounts?

| Whether physical verification has been

conducted al reasonable intervals in
respect of stores?

No.

Whether the procedures of physical
verification of store followed by the
Municipality —are reasonable and
adequate, if not, the inadequacies in such
procedures should be reported.

Does not arise as no physical verification was
done by Municipality.

Whether any material discrepancies have
been noticed on physical verification as
compared to hooks of records and if so
whether the same have been properly
dealt with in the books of accounts?

Discrepancies were noticed in closing balance of
store items and incorporated in draft AR.

¢

Whether the valuation of stores is in
accordance  with the  accounting
principles laid down by the State Govt.
from time to iime? Whether the basis of
valuation of stores is same as in the
preceding vear. If there is any deviation
in the basis of valuation, the effect of
such deviation, if materials, should be
reported?

Valuation of store was done as per FIFO method
as prescribed in Manual. Deviation in quantity as
well as valuation of store items from Stock
Register has been commented.

12.

Whether the parties to whom the loans or
advances in the nature of loans have been

given by the Municipality, are repaying

the principal amounts as stipulated and
are also regular in payments of the
interest and if not, whether reasonable
steps have been taken by the
Municipality for recovery of the principal
and interest?

Advance of T 5.36 lakh given since 1989-90 not
adjusted till date. Advance Register not
maintained by Municipality.

5.

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

Internal control procedure needs to be

strengthened

14.

Whether proper procedure 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?

No procedure in place to identify damaged stores
by ULB.




h
;;positing Provident fund dues and
professional  Tax deducted with the
| appropriate authorities and if not, the
cxient of arrears?

employee deducted for the period Nov'99 1o
Apr'2002. Not deposited regularly.

“ther the Municipality is regular —T'Not deposited ¥ 33.00 lakh P.F subscription of k 5 |
|

| Whether the Municipality is regular in
depositing deducted at source (Income
{a¢ and Work contract tax) and other
statutory dues, and if not, the nature and
-ause of such delay and the amount not
deposited?

Yes.

been charged to revenue accounts? If so

17. | Whether any personal expenses hav;\r No.

j 3,
J

\T‘lxcess of liability over cash

strength

706.00

o ’—_\the details thereof.
. [ 18. | Whether the total liabilities of the Yes, as calculated below. ® in lakh)
| Municipality can be met out of the Head Amount | Amount
* Municipal fund when falling due?
Earmarked funds 281.26
Unspent grant- P25.75
Loan 0.00 1007.01
Current  assets = 27239
Current liabilities
Investment 28.26 301.01

Place: Kolkata
Date:

\
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