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Independent Auditors’ Report
To,
The Chief Municipal Officer
Nagar Parishad Shahpura,
Shahprua, Jabalpur

Report on the Financial Statements
We have audited the accompanying Financial Statements of Nagar Parishad Shahpura, which
comprise the Receipt and Payment Statement for the year ended 31* March 2021.

Management’s Responsibility for the Financial Statements

The Management of Municipal Corporation is responsible for the matters in Madhya Pradesh
Municipal Accounting Manual (“MPMAM”) and The Madhya Pradesh Municipal
Corporation Act, 1956 (“the Act”) with respect to the preparation of these financial Statements
that give a true and fair view of the financial position, financial performance and cash flow of the
ULB in accordance with the accounting principles, including the Accounting Standards specified
under Madhya Pradesh Municipal Accounting Manual. This responsibility also includes the
maintenance of adequate accounting records in accordance with the provision of the Act and
Manual for safeguarding of the assets of the ULB and for preventing and detecting the frauds and
other irregularities; selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and design, implementation and
maintenance of internal financial control, that were operating effectively for ensuring the accuracy
and completeness of the accounting records, relevant to the preparation and presentation of the
financial Statements that give a true and fair view and are free from material misstatement,
whether due to fraud or error.

Responsibility

sility is to express an opinion on these Financial Statements based on our audit. We
‘into account the provisions of the Act and MPMAM, the accounting and auditing
and matters which are required to be included in the audit report under the provisions of

dhya Pradesh Accounts Audit Manual and as per scope of work under assignment.

j ucted our audit in accordance with the Standards on Auditing specified under Madhya
Accounts Audit Manual. Those Standards require that we comply with ethical
ments and plan and perform the audit to obtain reasonable assurance about whether the
financial Statements are free from material mis-statement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal financial
control relevant to the ULB’s preparation of the Financial Statements that give true and fair view
in order to design audit procedures that are appropriate in the circumstances. An audit also
includes valuating the appropriateness of accounting policies used and the reasonableness of the
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accounting estimates made by ULB’s Management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinion on the financial statements, and deviation, if any attached with this report (as
per annexure A)

Opinion
In our opinion and to the best of our information and according to the explanations given to us, the

aforesaid financial statements, give the information required by the MPMAM in the manner so

required and give a true and fair view in conformity with the accounting principles generally
accepted in India;

a. Inthe case of the Balance Sheet, of the state of affairs of the ULB as at March 31, 2021;
b. In the case of the Statement of Income & Expenditure Account, of the excess of Income
over Expenditure for the year ended on that date; and

c. In the case of the Receipt & Payment & Bank Reconciliation for the year ended on that
date.

Basis for Qualified Opinion

i.  Nagar Palika Parishad was not maintained the accountant cash book for the financial
year 2020-21 hence we could verify the income and expenses head wise.
ii.  Nagar Palika Parishad was not maintained the ledger book for the financial year hence
we could not verify the headwise expenses.
iii.  Nagar palika Parishad was not maintained the grant register of the ULB hence we could
not verifty the grant income and grant expenses incurred by the ULB.
iv.  We also could not verify the year end unutilized grant balance of ULB because grant
balance register was also not maintained.
v. ULB was not maintained bank wise register for the bank balance hence at the financial
B year we could find the ULB bank balance.
vi. . Bank reconciliation statement was not prepared by the ULB hence we could not verify
e ~ the same.
~ wii. The detail which form the basis of qualified opinion are reported in annexed with this
: report as Annexure A.

E;mﬁha;sis of Matters -

- We draw attention to the following matters annexed with this report as Annexure A.

Report on other Legal and Regulatory Requirements
1. Audit of Revenue
i.  We have test checked receipts on random basis with the Receipt Books and found
correct, however on an overall basis for the year, Gross receipts taken for all the

department does not match with the receipts shown in Income & Expendlture Account.
The observations are in Annexure A.




ii.  We found that daily collections are deposited on the same day except in the cases of
where banks are closed and some collection online by E-Nagar Palika software. Delay
beyond two working days should be come into the notice of CMO.

iii. ~ We have checked the entries of Manual Cash Book with the entries in tally software,
and found it correct but we have checked Manual cash book from E- Nagar Palika
software data then we found only contractor & Expenses payment entries reflected in
software and both the side (Receipt & Payment) not matched.

iv.  We have not been provided with monthly/quarterly targets of revenues receipts;
however we have compared Annual Budgeted Targets v/s Actual receipts for the year
under audit. The observations are in Annexure A.

v.  The Auditor shall specifically mention in the report the revenue recovery against the

quarterly and monthly target any lapses in lapses in revenue recovery shall be a part
of the report.

vi.  Details with respect to quarterly and monthly target set for the FY 2020-21 and
revenue recovery against such target were made available to us. It was not possible to
report revenue recovery quarterly and monthly target and any lapses there to.

However, on verification of revenue register we observed huge recovery from past
several years, below mentioned are few cases.

In case of Property Tax
ULB is collecting property Tax, Separate detail given in Annexure A.

In case of Shop Rent
No Record were made available to us for verification, therefore cannot comment upon
recovery made and GST were deducted properly or not.

In case of Water Tax
ULB is not collecting water Tax , as per checking the document of Vasuli patrak.

Audit of Expenditure

‘We have performed the test check because of limitation of time and found them correct
" except in the cases where we specifically given annexure to the report.
e Quotation and documents are generally not annexed with vouchers, so cannot comment on
it.

ii. We checked the Vouchers and duly verified from the Entries in Cash Books as well as in
Tally Software and found it correct and but we have checked Tally cash book, bank book,
Day Book proper Accounting entries.

iii. ~We verified the expenditure and found that they are generally in accordanic:ié?;with the
guidelines, directives, acts and rules issued by Government of India / State Government.




iv.

Vi.

il
iii.

v.

ii.

iii.

No such case is noticed where the fund of the ULB has been mis-utilised, moreover on

random check we did not noticed any mis-utilisation of financial limits of the sanctioning
authority.

We verified scheme and project wise Utilization certificates and found it Fund Received

and total expenditure, As per Scheme Revenue nature in Income and Expenditure and
capital nature creation of fixed assets.

We have seen the budget variances in respect of Expenditure/Asset creation also and found
substantial variances. (Refer Annexure A).

Audit of Book Keeping

We verified that all the Books of Accounts and Stores Register are maintained as per
applicable Accounting rules.

We checked the advance register and found it correct

We verified the Bank Reconciliation Statement and found it in accordance with records and
bank statements of ULB.

We checked the grant register and found it in accordance with receipts and payments of
particular grant.

All the Receipts and Payments are reconciled.

Audit of Fixed Deposit Receipts
As informed by the ULB they have no FDR in the ULB for this financial year.

We found that ULB is not maintaining Investment register hence we could not verify the
same. : e

Audit of Tenders/ Bids

~ We have test checked the tender/bids files and found that the process have been properly
~ followed and was as per the rules.

We have test checked the Contractor’s files and found that the tender fee / bid processing

- fee are received and security deposit is deducted from the running bills during construction

and maintenance period.

We have test checked the Contractor’s Files and found that the Bank Guarantee received
from the Contractors are not duly verified with the issuing Banker, moreover in the cases

were contract period is extended no steps is taken towards extension of Bank Guarantee
from the contractors and Issuing Banker. :

We found that ULB is not takirig strict action against delay in complétibn of work or slow
process in work.




5. Audit of Grants and Loans

i. We have checked and verified the Grants received from Central Government and its
Utilization Certificate issued by ULB and found to be correct.

i. We have checked and verified the Grants received from State Government and its
Utilization Certificate issued by ULB and found to be correct.

iii. ~ We have checked and verified that no loans / capital receipts / grants etc. are diverted to

any revenue expenditure.

For M A & Company
Chartered Accountants

Date: 11" April 2022
Place: Jabalpur

UDIN : 22405824AKNHYS1712




ANNEXURE - A
(Part of Annexed Audit Report)
Emphasis of Matters

1. We have observed the following emphasis matter in our audit which are as follows

a. Nagar Palika Parishad was not maintained the accountant cash book for the financial
year 2020-21 hence we could verify the income and expenses head wise.

b. Nagar Palika Parishad was not maintained the ledger book for the financial year hence
we could not verify the headwise expenses.

¢. Nagar palika Parishad was not maintained the grant register of the ULB hence we could
not verifty the grant income and grant expenses incurred by the ULB.

d. We also could not verify the year end unutilized grant balance of ULB because grant
balance register was also not maintained,

. ULB was not maintained bank wise register for the bank balance hence at the financial
year we could find the ULB bank balance.

-f. Bank reconciliation statement Wwas not prepared by the ULB hence we could not verify
the same.

2. We found that ULB is violating TDS rules of the Income Tax Act regarding deducting

TDS at higher rate due to non-availability of PAN No. Of the contractors, non-compliance
of such provisions may attract following consequences

a. Huge totalliﬁg mistake found in cash book it should be rectified but this could not be
done in the same financial year.

b. We have found the difference in the cash book and bank statement as on date and it
must rectify and reconciled.
¢. Person responsible for non-compliance shall be punishable with rigorous imprisonment
for a term which shall be between 3 months and 7 years, along with fine.
d. ULB shall be liable to pay, by way of penalty, a sum equal to the amount of tax which
ULB is failed to collect as aforesaid. - _
Deposit Fund in one A/C and Made FDR in other A/C and Deducted in TDS in
and ULB didn’t take in Books.
L ULB is not collecting GST on Rent Income but deducting GST TDS 2% on any
transaction more Two lakh fifty thousand.GSTR-7 monthly deposit and timely filling
 return is required as per Goods and services rules regulation.

: ‘35,,:W¢‘have test checked receipts on random basis with the Receipt Books and found correct,
£ {fliowevcr on an overall basis for the year, Gross receipts taken for all the department do not

match with the receipts shown in Income & Expenditure Account. The observations are as
follows:-

4. We have verified the dates of the Quarterly TDS Returns from the website of TDS

TRACES and found it filled within the due dates and same day deducted and deposit in
bank., Vi g

5. On checking we found that TDS has not been deducted on payment of hiring g




0.

il.
1.
v,

V.
Vi.

Vil.
Viii.
IX.

Xi.

Xii.

9.

Meter reading are not mentioned in the Vehicle Log Book moreover No average is set for
any of the vehicle

and in some places diesel usage is also not entered in the Vehicle Log
Book.

We found that ULB h

as not any FDR’s during the year 2020-21 and we observed that ULB
had huge Balances in

saving accounts,

We have gone through Contractor’s fi
That majority of works contract ar
No approval for extension of time
No penalty or Compensation is ch

le on random basis and observed the following:-
¢ not completed within stipulated time.
period is obtained from the authority.

arged from contractors for delay in the work.
No completion certificates are issued by the Engineers to any contractor.

Final bill payments are still due in every file which we checked.
Documents regarding Provident Fund Registration is not available on records.

Documents regarding Labour Act Registration is not available on records.
Labour Report is not available.

Royalty Certificate is also not available.

Photographs of Work Completed are also not availabl

¢ in Contractor’s File for specific
work.

No Register is maintained for amount deducted as P

erformance Guarantee from bills of
Contractors.

Contractor EMD in from of FD Kept in PWD section i
Accounts.

n file but actually is the part of
We found in case of Grants that ULB is spendin

cceivec | in specific grants by paying from the
e not matched.

g €xcess amount than the amount actually
Municipal Funds and As per utilization

We have seen the budget variances in respect of Expenditure/Asset creation also and found
 substantial variances.
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