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INDEPENDENT AUDITOR'S REPORT

NAGAR PARISHAD, BADNAWAR, DISTRICT DHAR (M.P.)

Report on the Financial Statements

We have audited the accompanying financial statements of Nagar Parishad, Badnawar, District Dhar
(M.P.), which comprises of the Receipts and Payments Account, Income & Expenditure Account
for the year ended on 31** March 2023 and Balance Sheet as of 315t March 2023. The Institution
follows Cash System of Accounting. The observations on the scope of audit work prescribed and other
notes, comments and explanatory information etc. are attached herewith. ’

Management’s Responsibility for the Financial Statements

The Institution’s Management is responsible for the preparation of the Financial Statements that give a
true and fair view of the Receipts and Payments in accordance with the Accounting Standards and in
accordance with the accounting principles accepted in India. This responsibility includes the design,
implementation and maintenance of internal control 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on the above Financial Statements based on our audit. We
conducted our audit in accordance with the standards on auditing issued by the Institute of Chartered
Accountants of India. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the Financial Statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the
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 control relevant
to the Institution’s preparation and fair presentation of the Financial Statements to design audit
procedure that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Institution’s internal control. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of the accounting estimates
made by the 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, subject to the qualifications mentioned below in “Basis of Qualified Opinion”
Paragraph.
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Basis of Qualified Opinion

As detailed in the footnote to the Financial Statements, Amounts received, and payments made under
the Pradhan Mantri Awas Yojna constitutes significant part of the Receipts and Payments of the Nagar
Parishad. However, the Financial Statements prepared by Nagar Parishad Badnawar, does not include
receipts, payments and balances relating to Pradhan Mantri Awas Yojna. The Cash Book and all the
related vouchers, bank statements and essential documents etc. related to Pradhan Mantri Awas Yojna
were not available for the purpose of the audit. In the absence of the previously mentioned
information, documents and records the financial impact of the same could not be ascertained.

According to the information and explanations given to us and based on our audit, the following
material weaknesses have been identified as of March 31, 2023:

Vi.

The ULB did not have an appropriate internal financial control system over financial
reporting since the internal controls adopted by the ULB did not adequately consider risk
assessment, which is one of the essential components of internal control, with regard to the
potential for fraud when performing risk assessment.

ii. The ULB did not have an appropriate internal control system for tax and user charges

collection, tax demand evaluation, which could potentially result in the ULB recognizing
revenue without establishing reasonable certainty of ultimate collection.

The ULB did not have an appropriate internal control system for inventory with regard to
receipts, issue for production and physical verification. Further, the internal control system
for identification and allocation of overheads to inventory was also not adequate. These
could potentially result in material misstatements in the ULB's trade payables, consumption,
inventory and expense account balances.

The ULB did not have an appropriate internal control system for fixed asset with regard to
purchase, construction, transfer and physical verification. Further, the internal control system
for identification and allocation of overheads to fixed asset was also not adequate. These
could potentially result in material misstatements in the ULB's grants payable to contractors,
tax and other statutory dues fixed assets, capital work in process and accumulated
depreciation account balances.

A Material Weakness is a deficiency, or a combination of deficiencies, in internal financial
control over financial reporting, such that there is a reasonable possibility that a material
misstatement of the ULB's annual or interim financial statements will not be prevented or
detected on a timely basis.

In our opinion, because of the effects/possible effects of the material weaknesses described
above on the achievement of the objectives of the control criteria, the ULB has not
maintained adequate internal financial controls over financial reporting and such internal
financial controls over financial reporting were not operating effectnvely as of March 31,
2023 based on the criteria established by ULB. g
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In our opinion and to the best of our information and according to the explanations given to us,
except for the effects/possible effects of the matters described in the Basis of Qualified Opinion
paragraph, the aforesaid Financial Statements for the year ended on 31% March 2023, give the
information in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India.

For, S B CJ & Associates
Chartered Accountants
Firm Registratijn No. 007051C

Qs

CA. Shreyansh Bokadia
Partner

Membership No. 430372
UDIN: 24430372BKERYL6604

Date: 28/03/2024
Place: Indore
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Annexure “A” to the Independent Auditor’s Report of even date on the Financial Statements of

Nagar Parishad, Badnawar (ULB) for the year ended on 31t March 2023:

1) AUDIT OF REVENUE

ii.

2) AUDIT OF EXPENDITURE

Nagar Parishad is following Cash basis of accounting based on Single Entry System for
recording its Receipts and Payments.

Nagar Parishad has accounted for and reported Receipts, Payments and Balances from the
Cash Book and, bank statements which were made available to us and other essential
documents were not made available for the purpose of the audit.

The revenue receipts are found to have been deposited in ULB's bank account in time. On some
days there are delays in depositing money in the bank account, however such delays were of
not more than 2 days.

Recovery of Water Tax and Property Tax: Significant amount of Property Tax and Water tax is
pending from long term and no, significant efforts were made for recovery of Water tax and
Property tax. '

Nagar Parishad has not laid down any monthly or quarterly targets for revenue recovery for FY
2022-23. Also, it has only yearly target (Budget) for the same. The comparative figures of
revenue recovery against the yearly budgetary figures in respect of some major heads of
revenue are mentioned as under:

(Amount in Rs.)

Yearly Target Recovery In Over Target / % Of Over

Head of Income (Budgeted Financial Year (-) Shortfall Target / (-)
Amount) 2022-23 Shortfall

Property Tax 24,20,000 19,77,359 (4,42,641) (18.29%)
(Sampatti Kar)
Samekit Kar 12,65,000 6,80,640 (5,84,360) (46.19%)
Shiksha Upkar 3,30,000 59,270 (2,70,730) (82.04%)
Jal Kar 73,15,000 37,64,783 (37,47,217) (52.59%)
Nagariya Vikas 10,62,600 7,24,630 (3,37,970) (31.81%)
Upkar

Nagar Parishad is following Cash System of Accounting. The expenses have been recorded on
payment thereof. The audit has been done in respect of general expenditure and expenditure
incurred under the schemes.

The entries of expenditure made in the cash book (except Pradhan Mantri Awas Yoj'na for which
the complete information, Cash Book, Vouchers etc. are not available) have been verified from

the relevant vouchers and supporting.
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Vi.

Vii.

viii.

The expenditures incurred were generally in accordance with the guidelines, directives, acts and
rules issued by the Government of India / State Government. No adverse cases of
contravention of the same came across during the course of test check.

The expenditures are found to be supported by the financial and administrative sanction of the
competent authority limited to the administrative and financial limits of the sanctioning
authority.

Appropriate sanction of the competent authority has been obtained for incurring expenses.
Expenditures without proper sanction were not come to our notice during the course of audit
on test check basis.

It has been observed in most of the cases that the Running Bills submitted by the Contractors
are unsigned; still the same have been passed for payment by the officials. Moreover, clerical
errors have been identified in the Running Bills submitted, which have not been corrected.

It is explained to us that the Utilization Certificates have not been issued by the Municipality in
all the cases. Utilization Certificates had been issued by the Municipality only in the cases where
the higher authorities had sought it.

The Municipality is not maintaining its accounts on double entry system of accounting. Further,
Fixed Assets Register is not maintained by the municipality.

It is informed to us that the Municipality is providing advance only to its employees. No
temporary or other advance is given to the Contractors or other persons.

3) AUDIT OF BOOKKEEPING

iii.

All the books of accounts i.e, Accountant's Cash Book, Cashier's Cash Book, Khata Khatoni,
Store and Stock Register, Fixed Deposit Register have been examined during the course of

‘audit. Some of the records and registers maintained by the Municipality are not in proper

format and not updated.

Carried forwarded opening balance of Cash book is not in agreement with previous year’s
audited financial statements, we have noticed a difference of Rs. 6,86,010/- between the
Balance as per Cash Book and Balance as per last year's financial statements, moreover no bank
reconciliation statement has been prepared periodically. Moreover, this unreconciled difference
increased to Rs. 13,80,180/- as on 31.03.2023.

It is informed to us that the Municipality is required to maintain its accounting records as per
Madhya Pradesh Municipal Accounting Manual (MPMAM) but presently the Municipality is not
completely adhering to the same.

We have observed that Nagar Parishad, Badnawar is operating Bank Accounts for various
schemes and programmes (see Table-A) which are not part of the financial statements audited
by us and therefore we are unable to comment on the transactions of those accounts.
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Vi.

Vii.

viii.

Moreover, during the financial year under audit, ULB has earned Interest of Rs. 3,888 /- in these
accounts which is not included in the Receipts and Payments Accounts of the ULB.

Table-A : Bank Accounts of Nagar Parishad, Badnawar not included in the Financial
Statements for FY 2022-23
(Amount in Rs.)

Bank | Account Number _ Interest Income
ICICI Bank Limited 364701003940 24
Bank Of India 980410110001871 217
State Bank Of India 33115226389 3,647

Source: Annual Information Statement for the FY 2022-23, generated from the Income Tax Portal of Nagar
Parishad, Badnawar.

Financial Records maintained for Receipts and Utilization of grant received under PM Awas
Yojana has not been provided to us and due to which we are not able to verify the same.

It is informed to us that the Municipality is providing advance only to its employees. No
advance is given to the Contractors or other persons. The Municipality has kept register of
advances to the employees but the same is not properly maintained. It is also informed to us
that temporary advances are recovered through deduction in monthly salary

The receipts and payments of grants as per grant register have been verified from the entries in
the cash book. Grant Register is not properly maintained by the Municipality.

Fixed Assets:
No Fixed Asset Register for the Financial Year 2022-23 is made available to us due to which we
are not able to verify the value, title deeds, and quantity of Fixed Asset. Therefore, it is not

possible for us to comment on status of fixed assets.

Physical verification has not been conducted for the Fixed Assets of the Nagar Parishad on
periodic basis therefore we are unable to comment upon the existence of Fixed Assets.

No tagging is being made for Fixed Assets.

4) AUDIT OF FIXED DEPOSITS / TERM DEPOSITS WITH BANKS

Fixed Deposits appearing in the Financial Statements at the principal amount and interest
income for FY 2022-23 is not recognized even after maturity or subsequent multiple renewals.

5) AUDIT OF TENDERS / BIDS

The tenders / bids invited by the Municipality have been audited on test check basis. It is
noticed that no tender register has been kept and maintained by the Munlapallty though it is

B‘r, 2% R ‘;@‘
\

informed to us that tender process is completely online as per govt. directives
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The Municipality has obtained tender fee / bid processing fee. No adverse case of not
obtaining of the same came across on test check during the course of audit.

6) AUDIT OF GRANTS AND LOANS

The audit has been done in respect of grants given by the Central/State Government. These
grants are included in the receipts and payments account and cash book maintained by the
institution (except for P.M. Awas Yojna for which details have been mentioned in earlier paras).
In this regard we have not observed any adverse cases of improper utilization on our sample
check during the course of audit.

Capital Expenditure were incurred out of revenue receipts resulting in Capital Deficit of Rs.
10,13,998 /- as per the Annual Financial Performance Datasheet submitted by the ULB to higher
authorities. Proper classification of the grant received for revenue and capital expenditure to
should be ensured to avoid diversion of funds.

7) OTHER OBSERVATIONS / NOTES / COMMENTS / INFORMATION

Term Loans availed by the ULB are not recognized as a Liabilities in the Balance Sheet instead
receipt of loan funds is treated as Income and Repayment is regarded as Expenditure resulting
in Overstatement of Income and Expenditure and understatement of Liabilities. We are unable
to quantify the impact of this misclassification on the financial statements of the earlier years.

Term Loans outstanding as at 315 March, 2023 not reported in the Balance Sheet:

Loan from HUDCO (19,22,853)
Loan from NSKFDC (4,69,600)

Nagar Parishad also has statutory due pending for TDS demand for Previous Financial Years
details of which are mentioned below:

2011-12 3,470

2013-14 1,03,690
2014-15 1,27,230
2015-16 1,240
2016-17 7,040
2017-18 : 11,210
2018-19 50.00
2019-20 1,300.00
2020-21 20,630.00
2021-22 36,470.00
2022-23 6,000.00
2023-24 1,28,730.00
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iii.  Nagar Parishad also has difference of amounting Rs.6,94,170 /- in the current year cash book
which are mentioned below:

Current Year Difference in Cash Book

Date Particulars Amount
05/05/2022 Amount not considered in total income. 86,876
18/05/2022 Amount not considered in total income 42,900
21/07/2022 Execess expenses booked as per actual expenses. 6)
24/08/2022 Execess Income booked as per actual income. 4
30/08/2022 Amount not considered in total income. 6,000
31/08/2022 Amount not considered in total income. : 31,141
09/12/2022 Amount not considered in total income. 2
28/09/2022 Expenses not considered in total expenses. (390,192)
11/02/2022 Amount not considered in total income. 29,719
25/11/2022 Expenses not considered in total expenses. (25,600)
30/11/2022 Amount not considered in total income. 36,518
14/12/2022 Execess Income booked as per actual income. (33,832
30/12/2022 Amount not considered in total income. 10,998
02/03/2023 Execess Income booked as per actual income. (467,000)
23/02/2023 Amount not considered in total income. 7
24/02/2023 Amount not considered in total income. 324
13/03/2023 Execess Income booked as per actual income. (20)
14/03/2023 Execess Income booked as per actual income. (500)
15/03/2023 Supplier Security Deposit which is considered as Income. (21,665)
24/03/2023 Execess Income booked as per actual income. 8)
Total (694,170)

Fekkkk

For, S B CJ & Associates
Chartered Accountants
Firm Registration No. 007051C

\|

CA. Shreyansh Bokadia
Partner
Membership No. 430372

Date: 28/03/2024 UDIN: 24430372BKERYL6604

Place: Indore
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