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1. BACKGROUND

1.1 Municipal Corporation prepares its accounts on Manual basis which are

further based on single entry accounting system. This is an integrated system that

comprises General Cash book, Classified, Establishment Check register, Demand

collection registers, Contractor ledgers etc.

1.2 Now Municipal Corporation has started to convert its single-entry system to

double entry system using computerized environment and TALLY 9 ERP

Software.

2. SCOPE AND OBJECTIVES

2.1 Scope of our Audit assignment is to evaluate the double entry accounting

system with a view to delivering reasonable assurance to the Authority over the

adequacy of this System. Further to review the nature of income and expenses

that they are properly accounted for. To find out discrepancies so that Double

entry accounting System can be properly implemented.

Audit Observations

1. Municipal
Fund

Grants

Audit
Observation

Audit
Observation

Reflects the balance of capital of

corporation and Grants as on date.

Various Grants are received from state

govt. for creation of

and for revenue

Included in the balance of

central

iture.



3.

4.

Secured
Loans

Deposits
Received

Other
Liabilities

Audit
Observation

Audit
Observation

Audit
Observation

Municipal Fund.

It is Clear from the records presented

before us that the Corporation has not

taken any type of loan from Govt. or

from any other i:inancial institutions.

Earnest Money- Amount outstanding in

this account represent the amount

received from various contractors and

creditors as earnest money deposits

which were received before allocation of

contracts and tlis amount is refundable

after the completion of allocated works

and if work is not allocated to any

contractor than it is refunded after

application for refund made by

contractor and creditors.

Contractor Securities- lt is found that

securities rec{,ived are refunded to

contractors After a due time from

satisfactory completion of work.

Securities are deducted at a Rate of

10% from the amount of bill.

Creditors- As Explained to us

BillsA/ouchers which are presented for

payment, are "accounted for as per

entries posted in cash book.

5.



6. Provisions

Suggested
lmprovements

Audit
Observation

Audit
observation

Creditors should be recorded on the

basis of expenditure i.e. when the

amount is due or the bill is presented for

the payment whichever is earlier,

Expenditure should be recorded on that

date.

Employees Liabilities- Major proportion

of this head reflects the amount which is

payable to employees as salary and

Deductions for the month of march to be

paid in April and retirement benefits

payable to empioysss.

Government Dues Payable- Total

Amount of Rs. 3,13,371l- is pending as

on 31.3.2016 on account of tds, vat,

labour cess and service tax.

Provisions are.:nade for the expenditure

which are incurred in the current

Financial Year But are Payable in

following financial years.

Payables of the following nature are

provided for-

i. Electricity Expenses

ii. Telephone Expenses



7. Fixed Assets Audit
observation

Fixed assets are recorded in the books

as per the payments made to the

Contractors i.e. on expenditure basis

despite based on commissioning or

Installation of that asset.

No Fixed asset register is maintained by

the Municipal Corporation.

Type of Road constructed was not

clearly evident from the records

presented before us so that

classification of roads was not possible.

Depreciation on Fixed assets is

provided on Straight Line method basis

and life of asset provided by the office,

which are as follows-

Name of

Fixed Asset

Life Rate of

Depreciation

l.Roads 6 18%

2.Sewer

Lines

30 3o/o

3.Drains 15 60/o

4.Buildings 40 2.250/o

5.Tubewell 30 3o/o

6.Water

supply

Lines

?n 3o/o



8. Investment

Suggested
lmprovements

Audit
observation

7. Plant &

Machinery

15 6Yo

8.Fire

brigade

machinery

10 9o/o

9.Vehicles 15 60/o

10.Dustbin,

Trolley

5 18To

11.Other

Fixed

assets

5 18o/o

12.Office

Equipment

15 60/o

l3.Furniture

& Fixtures

15 60/o

Roads should be classified as per their

differentiation in the supporting

documents so that it can be classified

seprately and depreciation could be

provided accordingly.

Fixed assets Register should be

maintained so that Assets can be

properly accounted in the books.

As per the information provided FDR

Amounted to Rs. 12401913.86 And

Rs.12157103/- are deoosited with Bank



9. Stock-in-hand Audit
observation

of India And Co-op Bank respectively as

on 3l-03-2016. Their are no other

investment in Govt. securities or in any

Financial Instruments.

Adjustments for Stock-in-hand are not

made in the books of accounts as no

information was provided for the stock

of following-

.

L Street Light Material

Medicines

Sanitation Material

Includes the amount outstanding as

receivable from public as their dues for-

Water and Sewerage Bills.

Provisions Should be made for

amount which are receivable but

bad or Doubtful in nature.

There is no balance of cash in hand as

the amount collected is deposited into

the bank accounts on day to day basis,

for bank holidays it is deposited on

following working day and all the

payments are routed through banking

channels.

Bank Balances shown in Balance sheet

I .

10. Sundry
Debtors

Audit
observation

Suggested
improvements

Audit
observation

the

are

ll. Cash & Bank
Balances



are reconciled with the balance of Cash

books on a monthly basis.

12. Loan,
Advances
and deposits

Audit
observation

To Emplovees-

Housing Loans and

given to Employees

as per their need.

same are deducted

on time.

Marriage loans are

on various instances

lnstallments for the

from their salaries

13. lncomes Audit
observation

Balances are tallied with registers

maintained.

To Securitv deposit -

Security is deposited with Chief

Administrative Officer Gamada which is

remaining outstanding.

Incomes are recorded through G-8 in

cash book.

Incomes are categorized differently as

per the nature of Income. Most of the

income are covered under these 4 heads

as specified by National Municipal

Accounting Manual,2004-

i. Tax revenue- Amounts

received for the Taxes

levied by the Municipal



corporation as per the

MunicipalAct.

ii. Assigned Revenue-

Amounts that are directly

assigned by the state

government or central

government and these are

received directly into the

bank accounts.

Rental income- Amounts

that are received from the

let-out property of the Civic

body.

Fees and user charges -
Amounts that are received

from the public for

providing any kind of

service.

Expenditures are also categorized

differently as per the nature of

Expenditure. Most of the Expenses are

covered under these 3 heads-

t. Establishment Expenses

Ad:ninistrative Expenses

Operation & Maintenance

t.

tv.

14. Expenditure Audit
observation

.

t.



r,

be noted

rectify

and the steps taken to

eficiencies will be

eva lua during the next audit or

afo audit.

by management would

I Audit is entirely

records provided by

Conclusion o Com

oOurl
based on

Municipa

\.^\c\


