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AUDIT CERTIFICATE

We have examined the Balance Sheet and the Income and Expenditure Account for

the year ending 31" March, 2020 and the Balance Sheet as on 315'™March, 2020 of the Nagar
Palika Hoshangabad.

We have obtained all the information and explanations other than those mentioned
in the Report, and taken in view of the accounting policies of the Madhya Pradesh Municipal
Accounting Manual as acknowledged by the State Government. Subject to the comments in the
appended Audit Report, | certify, as a result of audit, that in my opinion these Accounts and
Balance Sheet exhibit a true and fair view of the state of affairs of the Hoshangabad Nagar
Palika according to the best of information and explanations given to us and as shown in the
boolks of the organization.

For Jain Alok & Associates
Chartered Accountants

(FRN No: 011896C) Lg,}LLvJ}

i
CA Alok Jain
Partner
Membership No: 076831
Date: 31% Oct 2020
Place: Bhopal




JAIN ALOK & ASSOCIATES
CHARTERED ACCOUNTANTS

15, Patni Complex, Collectorate Road,
Chhindwara — 480001 (M.P.)

= _Com.., Fh. :{07162) 244762, 94251-46739, Fax: (07162) 244762
snaging Partner - alokjaincarediffmail.com

TO,
THE CHIEF MUNICIPAL OFFICER,
HOSHANGABAD NAGAR PALIKA,

TO,
THE MEMBERS OF NAGAR PALIKA,
HOSHANGABAD NAGAR PALIKA,

\We have audited the accompanying Financial Statements of HOSHANGABAD NAGAR PALIKA
[“the ULB”), which comprise the Balance Sheet as at 31 March 2020, the Statement of Profit and
Loss, the Receipt & Payment Statement for the year ended, and a summary of significant
accounting policies and other explanatory information.

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.

ieditor’s Resnonsibility

Our responsibility is to express an opinion on these Financial Statements based on our audit. We
have taken into account the provisions of the Act and MPMAM, the accounting and auditing
standards and matters which are required to be included in the audit report under the provisions
of the Madhya Pradesh Accounts Audit Manual and as per scope of work under assignment.

We conducted our audit in accordance with the Standards on Auditing specified under Madhya
Pradesh Accounts Audit Manual. 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 mis-statement.
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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 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)

RO
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, 2020;

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

¢) Inthe case of the Receipt & Payment & Bank Reconciliation for the year ended on that date.

Emphasis of M

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

Report on other |

As required by Madhya Pradesh Accounts Audlt N!anual and the letter of Directorate, Urban
Administration & Development vide letter no. 816 dated 25/06/2020, and the
records/documents produced before us, our opinion are as under:

d 53("’ §§:§i,‘:§¥

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 do not match with the receipts shown in Income & Expenditure Account. The
observation are in Annexure A

ii) We found that daily collection are deposited on the same day except in the cases of
where banks are closed and some collection online by E- Nagar Palika software.

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 observation are in Annexure A

Audit of Expenditure
i) 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.

i) We checked the Vouchers and duly verified from the Entries in Cash Books as well as in
Tally Software and found it correct but but we have checked Manual cash book from E-
Nagar Palika software data then we didn't found taxes payment entry & Bank Charges

entries.
iiij We checked monthly balances of manual cash book and found it correct.

iv) We verified the grant register maintained by ULB and found that the expenditures under
the schemes are limited to the funds allocated for that particular schemes,

v) We verified the expenditure and found that they are generally in accordance with the
guidelines, directives, acts and rules issued by Government of India / State Government.

v) 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.

vi) We verified scheme and project wise Utilization certificates and found it correct and
tallied with Income and Expenditure Account and creation of fixed assets.

vii) We have seen the budget variances in respect of Expenditure/Asset creation also and

found substantial variances. (Refer Annexure A) .

Audit of Book Keeping
i) We checked the Books of Accounts and Stores Register and found it in accordance with
Annual Financial Statements.

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

iii) We checked the advance register and found it correct

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

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

vi) We checked the Fixed Assets Register and found it correct as per the records made
available to us.

vii) All the Receipts and Payments are reconciled.
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Audit of Fixed Deposit Receipts

i)

ii)

iii)

iv)

We found that ULB did not have any Fixed deposits.

dit-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 taking strict action against delay in completion of work or slow
process in work.

Audit of Grants and Loans

i)

i)

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

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 not been not provided with Loan statement and utilization certificate of IHSDP

iv)

v)

Loan to find out the actual impact on liability shown in the Balance sheet.

The only loan taken by ULB from SUDA under IHSDP Scheme does not have any direct
impact on revenue generation hence we can’t comment on revenue mechanism.

We have checked and verified that no loans / capital receipts / grants etc. are diverted to
any revenue expenditure.

For Jain Alok & Associates
Chartered Accountants

(FRN No: 011896C)

CA Alok Jain
Partner

Membership No: 076831
Date: 31° Oct 2020
Place: Bhopal



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

1. 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) 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.
b) 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.

> 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 do not match with the receipts shown in Income & Expenditure Account.
The observations are as follows:-

S. Particulars Actual Receipts as per As per Department Differences
No Cashier Cash Book Records
1 Property Tax 31987090.5 19026875 12960215.5
2 Samekit Kar 2482245 1838700 643545
3 Water Tax 8658000 6524570 2133430
4 Rents 14322326 3864355 10457971
5 Development Cess 5200856 3852516 1348380
6 Education Cess 5204997 3855554 1349443
Total 28892984.50

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

‘ . Account Budget Actual Bu!:lget
SNo. Accounting Head Code Amount Variance Percentage
1 RTQ'%EH'{EW 1100101 30000000.00 11986234.00 -18013766 39.95
. =TT T ( FHHT F FT) 4312005 3618150.00 1243626.00 -2374524 34.37
3 R IEREN 1100600 6000000.00 3410741.00 -2589259 56.85
B #7 (F1E) 1401200 200000.00 26565.00 -173435 13.28




5 =17 FFT IAHL 1108021 6000000.00 3414625.00 -2585375 56.91
: o 1201011 | 120000000.00 5881699.00 | -114118301 4.90
= 7 vEw & Afagt 1202001 | 170000000.00 | 128510211,00 | -41489789 75.59

g | = T Ee 1301001 | 4300000.00 3962092.00 -337908 92.14
s TTEST FTET 3T 1401106 | 3300000.00 284288.00 3015712 8.61
T oo ( ATEA) 1401100 | 150000C.00 0.00 -1500000 0.00

s | TrEE YR O (FTEY) 1401200 150000.00 0.00 -150000 0.00
= S g (FUCETS =TE) 1401400 | 1200000.00 0.00 -1200000 0.00
=z A S 4w 1301050 | 25000000.00 1139900.00 | -23860100 456
o =¥ TS g 9T 5 | 1405006 20000.00 12000.00 -8000 60.00
> SHTAT 7w 1415002 100000.00 68350.00 -31650 68.35
- FTHEIETEE H AT R 1404011 5000.00 4500.00 -500 90.00
=TET gEH 1401112 8000.00 2160.00 -5840 27.00

== T (97T ZFT 9e) 1405009 25000.00 23050.00 -1950 92.20

s | AR A 1405008 150000.00 111000.00 -39000 74.00
o | 7T fa amm 3202001 | 22500000.00 17387000.00 -5113000 77.28
Fa ‘ T AAA 3202012 | 60000000.00 48447000.00 | -11553000 80.75

Note: ULB Preparing their Budget on very higher side as per their Actual Income

incurred during the Year.

4. We have verified the dates of the
found it filled within the due dates.

& Expenditure

Quarterly TDS Returns from the website of TDS TRACES and

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

6. Meter reading are not mentioned in the Vehicle Log Book moreover No averag
the vehicle and in some places diesel usage is also not

e is set for any of

entered in the Vehicle Log Book.

7. We found that ULB has not any FDR's during the year 2019-20 and we observed that ULB had

huge Balances in saving accounts.

8. We have gone through Contractor’s file on r

(a) That majority of works contract are not completed within stipulated time.

andom basis and observed the following:
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(b) No approval for extension of time period is obtained from the authority.

(c) No penalty or Compensation is charged from contractors for delay in the work.

(d) No completion certificates are issued by the Engineers to any contractor.

(e) Final bill payments are still due in every file which we checked.

(f) Documents regarding Provident Fund Registration is not available on records.

(g) Documents regarding Labour Act Registration is not available on records.

(h} Labour Report is not available.

(i) Royalty Certificate is also not available,

(j) Photographs of Work Completed are also not available in Contractor’s File for specific work.

(k) No Register is maintained for amount deducted as Performance Guarantee from bills of
Contractors.

9. We found in case of Grants that ULB is spending excess amount than the amount actually received
in specific grants by paying from the Municipal Funds.

10. We found that ULB not maintaining Loan Register, Security Deposit Register, EMD Register &
Ledger Register.

11. We found that ULB maintaining Grant Register but it is not updated.
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HOSHANGABAD NAGAR PALIKA, (M.P.)

BALANCE SHEET

As at 315T MARCH 2020

Particulars Sct::lule Current Year (19-20) Previous Year (18-19)
A |SOURCES OF FUNDS
Reserves and Surplus
Ad Municipal (General ) Fund B-1 148,167,118.58 235,584 321.31
Earmarked Funds B-2 4,750,832.00 4,750,832.00
Reserves B-3 1,030,879.170.36 919,754,174.36
Total Reserves and Surplus 1,183,797,220.54 1,160,088,427 .67
A-2 |Grants. Contributions for Specific Purpose B-4 B5,355,569.59 128,078,663.58
Loans
a3 Secured Loans B-5 2,312,368.00 7.558,553.00
-~ |Unsecured Loans B-6 - -
Total Loans 2,312.368.00 7,558,553.00
TOTAL SOURCES OF FUNDS (A1-A3) 1,271,465,158.53 1,296,726,644.26
B JAPPLICATION OF FUNDS
Fixed Assets B-11
Gross Block 1,497 991,273.18 1,412,987 463.18
21 lless = Accaumulated Depreciation 761,3556,692.69 642 394 617.83
MNet Block 736,634 580.49 770,586,84535
Capital Work in Progress §33,127.270.00 563,210,230.00
Total Fixed Assets 1,369,761,850.49 1,333,797,075.35
Investments
B2 |Investments-General Fund B-12 - -
Investments-other Fund B-13 - -
Total Investment - -
Current Assets, loans & Advance
Stock in hand (Inventories) B-14 900.919.00 2,885,946.00
Sundry Debtors (Receivables) -15 77,395.360.20 46,178,504.00
83 Loans & Advances - -
Prepaid Expenses B-16 118.261.00 129,588.00
Cash and Bank Balance B-17 139,231,245.29 172,447 483,36
Loans , advances and deposits B-18 525,030.00 2,015,628.00
Total Current Assets 218.170.815.49 223.761.149.38
Current Liabilities and Provisions
Deposits received B-7 93,881,037.00 84,657,212.00
B4 |Deposits Works B-8 - -
Other liabilities{ Sundry Creditors) B-9 206,252.024.45 159,839,215.45
Provisions B-10 16,612 ,817.00 16,612,817.00
B5 |Net Current Assets (B3-B4) (98.575,062.96) (37,348,502.09)
C  |Other Assets. B-18 278,371.00 278,371.00
5 Miscellaneous Expenditure (to the extent not
written off) B-20 ~ R
TOTAL APPLICATION OF FUNDS
(B1+B2+B5+C+D) 1.271,465,158.53 1,296,726,644.25




Nagar Palika Hoshangabad
Income & Expenditure Account
For the Year Period from 1st April 2019 to 31st March, 2020

a-csants Codes Item / Head of Account Schedule Current Year
No. 2019-20
A Income
1100000 Tax Revenue IE-1 53,576,874.00
1200000 Assigned Revenues & Compensation 1E-2 128,513,773.00
1300000 Rental Income from Municipal Properties 1E-3 14,322,326.00
1400000 Fees & User Charges 1E-4 13,597,086.57
1500000 Sale & Hire Charges 1E-5 1,122,087.00
T 1600000 Revenue Grants, Contributions & Subsidies 1E-6 192,767,910.00
1700000 [ncome from Investments 1E-7 "
1710000 Interest Earned IE-8 4,728,542.00
1800000 Other Income LE-9 1,938.00
| Total - Income 408,630,536.57

ﬁ__________—______________________-———————-———'
B Expenditure \

2100000 Establishment Expenses | IE-10 168,285,740.00
2200000 Administrative Expenses | 1E-11 29,554,079.00
2300000 Operations & Maintenance 1E-12 44,301,602.00
2400000 Interest & Finance Expenses 1E-13 1,988.44
2500000 Programme Expenses IE-14 19,101,207.00
2600000 Revenue Grants, Contributions & Subsidies 1E-15 78,614,740.00
2710000 Provisions & Write oft -

2900000 Miscellaneous Expenses -
| Depreciation ] 118,962,074.86
Total - Expenditure \ 458,821,431.30
& Gross Surplus of Income over Expenditure
before Prior Period Items (A-B) (50,190,894.73)
I D Less: Prior period Items (Net) [E-18 -
. Gross Surplus of Income over Expenditure
after Prior Period ltems (C-D) (50,190,894.73)
F Less: Transfer to Reserve Funds (5% of Total '
Income) -
G Net Balance being Surplus carried over to
Municipal Fund (E-F) (50,190,894.73)
F Less : Transfer to Reserve Funds -

 _

Net Balance being surplus | deficit carried over to

1 ¥
Municipal Fund (E-F) t (50,190,894.73)




Nagar Palika Hoshangabad
Summary of BRS as on 31 March 2020

1.~ Name of Bank Cash Book closing Balance Bank Book Closing
Balance

= 4501021- Indian Bank 6256791064 446039.00 453900.00
7 |$5021-01-04 State Bank of Indor-60112 13673523.67 14824854.00
© = 250210106 - ICIC Bank [44690) 27.00 27,00
~ £ 35021-01-10 Punjab National Bank-110767 15811.13 14987.38
i 1-01-13 State Bank of Indor-60123 207467442 2607241.50
E 21-0L-22 Axis Bank - 4949 -2825963.00 778645.20
7 121-01-26 Canara Bank 9392 164458.41 55804353
£ 450210128 BOM(Sanchit Nidhi) -4612 2017203557 20679959.00
= $5021-01-30 LCLCI Bank 381 181819.31 178665.30
%0 |25021-01-30 1DBI Bank 4237 1551781.80 2500873.62
'_ +5021-01-31 Canara Bank 10033 35287.00 36611.00
__ 72 [45021-01-32 Canara Bank 10032 2765876.57 15233662.00
13 1-01-33 HDFC Bank (50100319024472 58321.00 5861200
[ 72 |45021-01-33 Indian Bank 623963638846 487902.00 5643743.00
| <5 |25021-01-33 Maharastra Bank 26759 1802821.78 2008584.50
i |45021-01-34 Kodak Mahindra Bank 4912621544 12069331.76 12218727.76
T 145021-01-35 IDEI Bank 22862 27904.00 29055.00
2 125021-01-36 Indian Overseas [241601000003535) 16247080.00 15904884.00
" 13 |45021-01-37 UNION BANK (613102010007175) 62533683.87 624907.00
| 20 |45021-01-38 HDFC BANK 50100194603846 192853.00 208858.00
" 21 145021-01-39 Indian Bank 6568466824 1464120.00 1476719.70
[; [25021-01-40 Kotak Mahincra Bank 4911974610 40783.00 41604.00
52 |45021-01-42 Axis Bank 8010017827631 83237.00 88381.00
2 145021-01-44 Kotak Mahindra Bank 9601 2058.00 1940.00
22 |45021-01-45 Bank of Baroda 30080100000008 a78.00 878.00
27 145021-01- Indian Bank A/c 764674 3500000.00 3500000.00
22 |45021-01-Jila Sahkari Bank [82000476570] 58280.00 54422
2% 145021-35 Bank of India 903010210000026 18971.00 18966
30 4506101004 Axis Bank-462010100011015 471765.00 480080
31 |45041-01-02 Jila Shahkari Bank-141 6052 6052
2506101007 Indian Bank of India-4413 1909133 1909133
Total 139231245.29 189297068.82
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Abstract Sheet for reportin

Name of ULB: Hoshangabad
Name of Auditor: Jain Alok & Associates

g on Audit Paras for Financial Year 2019-20

Descripation

el Parameters Observation in '
. Suggestions
Brief
1 Audit of Revenue
1 Revenue Tax Receipts 6 T
Year 2018-19 | Year 2019-20 | % of Growth

1|Property Tax 14527618 19026875 23.65

2|Samekit Kar 1538596 1838700 16.32]

3|Urban Development Cg 3414625 3855554 11.44

4|Education Cess 3410701 3852516 11.47

We observed
Sub Total 22891540| 28573645 growthin
recovery in NA
Non Tax Revenue . v
comparison to last

1|Rent 5147533 3864355 -33.21 year

2|Water Tax 3317822 6524570 43.15

3]Other Tax/Fees 0.00

Sub Total 3746663 1764143
Grand Total 5078711 3105958
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Abstract Sheet for reporting on Audit Paras for Financial Year 2019-20

Name of ULB: Hoshangabad
Name of Auditor: Jain Alok & Associates

Revenue Nature Expenditure and
from ane scheme/ project to
another

Sr. No. |Parameters Description Observation in Brief Suggestions
£ i wWe did not obeerve any majar .
2 Audit of Expenditure We hava performed test check of Payment Vouchers | 4o opanciss 3 Grant Register should be update
enterad in the Main Cash Book and Grant Register
‘We observed that ULE has
\We checked ail the Books of Accaunts !5 = ad;-\ i e “or
- 2 . maintaining rixe 55215 LE should update fixed assels register
3 Audit of Book Keeping prepared by the ULB [Main Cash Book, Cashier E 4 # L
< Register. But not updating on time Lo time.,
Cash Book, Grant Register etc) -
regular Das:
we haue checked FOR Register and found that | ULE does not have an FOR butis )
i il & i i g " ULB should invast in FDR for
4 Audit of FOR aithough ULB is maintaining fixed Deposit maintaiming huge balarice in .
i shorter ar ionger period,
register but it is nat updated: bank accounts
i|  We have test checked the tender/bid files
L3 Audit of Tenders/Bids and found that the process have been properly |No Observations NA
followed and was as per the rules.
. { I 1 t
) We have checked and verified the Grants L should ipedate Gfant HEpIseer and
& Audit of Grants & Loans : & : Mo Materizl Cbservations maintain individual details of Capital &
- 5 v
received from Central and State Governmeant. Revenus work Separately.
I T i i
:c'de:ces relating to diversion of ULB have a many Grant fund Accounts
unds from Capitst in Bank but they are not investing
recelpts/Grants/Loans o
7 pLsE / We did not cbserved any of such cases No Observations anywhere They should invest in FOR

sq after shortage of grant fund they
can use interest part also and they

den't need to utilize Municipa! Fund.



Abstract Sheet for reporting on Audit Paras f

Name of ULB: Hoshangabad
Name of Auditor: Jain Alok & Associates

or Financial Year 2019-20

Parameters Description Observation in Brief Suggestions
Any Other
a) Percentage of Revenue Expenditure ( )
; . Revenue Expenditure We Observed that
Establishment, Salary, Operation & ) ;
: . -82618373.57 & Revenue Revenue expenditure Is
Maintenance) with respect to Revenue y .
) ) Received tax & Non Tax majorly done from
Receipts ( Tax and non tax) excluding 18.86% =212587342.00 (Revenue grants and revenue
Octroi, Entry Tax, Stamp Duty and other et Expenditure/Revenue income from own We suggest that ULB
grants etc. Received) resources is very low should take strict action to
[826183?3.5?}21255?342.00] recover the tax by issuing
= 38.86% notice to the public and
increase the staff
and make the staff more
L | Excienth We observed that the efficient
apital Expenditure i ;
; 1 . jor source of capital
b} Percentage of capital ex enditure with = ;
) - Tgt | B dit P 33.76% 15492_6850'00&1‘0@ expenditure is grants
respect to Total Expenditure Explendlture 458821431.30 due to low recovery of
Ratio =33.76% taxes from public.
{154926850.00;’458821431,30
=33.76% |

{ ol




