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1. Scope of Audit

One of the milestones is Augmenting Double Entry Accounting System which includes appointment
of Internal Auditor by the ULB. Accordingly, the State Mission Directorate and the Municipal
Affaires Department, Government of West Bengal has issued a notification for implementation of the
same. Our engagement is governed by the directives mentioned above. In absence of any specific
scope of audit being mentioned in our en gagement order, we have applied normal audit procedures as
may be applicable to the ULB and given attention to the broad requirement, i.e. application of double
entry accounting system by Tufanganj Municipality.

2. Audit Methodology

We have conducted the audit of the Municipality in accordance with the guidelines of the Municipal
Affairs (W.B.). An audit includes examining on test basis, evidence supporting the amounts, review of
Internal Controls and disclosures in the financial statement and also includes assessing the accounting
principles used and significant estimates made the management, as well as evaluating the overall
financial statement presentation. Following steps were adopted while performing the audit.

* Discuss with relevant personnel and develop an understanding of the processes and
procedures established by the Municipality to achieve compliance with provisions of different
Acts & Rules and Regulations;

* Document and evaluate whether the associated systems and procedures are appropriately
designed to achieve the Municipality’s objectives for the system. This includes comparisons
of controls in place against those that we would expect to find;

® Determine whether the internal control system is effective and efficient through testing, where

appropriate, that the controls are operating in practice, and if not establish the likely impact of
the weakness in control.
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£ Non-collection of labor cess. As per G.O. No. 639(126)ININOIC-4128-2106 dated 24tr December
2007 issued by Department of Municipal Affairs, Government of West Bengal, every Local Bodr-.
#ong with the application for sanction of building plans should collect cess @ 1 % of the cost of

construction (if the total cost of such construction is more than rupees ten lakh) and deposit the
s2me to the respective Govt. account.
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INTERNAL AUDIT REPORT OF MUNICIPAL ACCOUNTS OF
TUFANGANJ MUNICIPALITY FOR THE FINANCIAL YEAR 2016-17
RELATED TO AUGMENTING OF DOUBLE ENTRY SYSTEM

1. Scope of Audit

One of the milestones is Augmenting Double Entry Accounting System which includes appointment
of Internal Auditor by the ULB. Accordingly, the State Mission Directorate and the Municipal
Affaires Department, Government of West Bengal has issued a notification for implementation of the
same. Our engagement is governed by the directives mentioned above. In absence of any specific
scope of audit being mentioned in our engagement order, we have applied normal audit procedures as
may be applicable to the ULB and given attention to the broad requirement, i.e. application of double
entry accounting system by Tufanganj Municipality.

2. Audit Methodology

We have followed the Generally Accepted Accounting Principles as applicable for benchmarking and
followed the applicable Auditing Standards while conducting the audit.

We have visited the functional departments and assessed the linkages of departmental activities to
accounting and possible financial impacts thereof.

We have studied the accounting system from both ends of the transactions, i.e. Input-output and also
applied analytical tools to the Annual Financial Statements for a limited review.

The audit observation and findings are based on the books of accounts, registers, documents
maintained in electronic form or manual records as presented before us and the information and
explanations provided by the municipality.

We also have made value added recommendations to the concerned departments during our course of
audit. Some of the salient suggestions have been included in the report as well.
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3. General Organizational Information

A) Complete name of the ULB : TUFANGANJ MUNICIPALITY

B) Complete Address of the ULB  : P.O. — Tufanganj, District — Cooch Behar,
Pin -736159,

C) No. of Wards of the ULB 2 12

D) Date of Establishment : 1983 under Bengal Municipality Act.

E) Population : 20,999as per 2011 Census.

F) Audi‘t Period > Financial Year 2016-17

The incumbency in the key Administrative and executive areas of the Tufanganj Municipality
during 2016-17 was as under :

Post Held Name Period
Chairman Sri Ananta Kumar Barma 01.04.2016t0 31.03.2017
Vice-Chairman Smt. Nanda Dey 01.04.2016 t0 31.03.2017
Executive Officer Charu Chandra Barman 01.04.2016 to 31.03.2017
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4. As Is System

Tufanganj Municipality uses an accounting software namely PUROHISAB, prepared by Change
Management Unit, Govt. of West Bengal. The software follows double entry accounting system. The
salient features are:

= Significant Accounting policies followed by Tufanganj Municipality :

(a) Fixed Assets: Fixed Assets have been valued at historical Costing basis, as and when
records were available. All fixed assets are carried at cost less accumulated depreciation.
All assets which have fully depreciated shall carry a book value of at least Re.1/- Assets
created out of grant fund are accounted as per AS-12 of Institute Chartered Accountants
of India.

(b) Depreciation has been provided on straight line basis by the useful life time as prescribed
in the State Accounting Manual.

(c) Capital-Works-in-Progress: As stated in the State Accounting Manual, Assets under
erection/installation on existing projects and capital expenditures on new projects
(including advances for capital works and stores) have been shown under the caption
“Capital Works in Progress”.

(d) Investments: Investment has been recognized at cost. Interest on investments have been
recognized as and when due.

(e) Stock: The stock lying at the yearend has been valued at cost in accordance with the
First-in-First-out (FIFO) method.

(f) Basis of Accounting: Revenue income like Property Tax, Water Fees, Market Rent and
other rental incomes from Municipal property have been accounted for on accrual basis.
All other revenue incomes are accounted for on the cash basis as per State Manual/

(2) Grants: Revenue grants have been recognized as incomes on actual basis. Capital Grant
are treated as Liabilities till such time that the fixed assets have been constructed or

acquired. For grant accounting AS-12 of Institute of Chartered Accountants of India has
been followed.




12. Current Year Income (Revenue & Capital)

During course of our Audit we have verified the total Income (both revenue & capital) of the ULB for

the Year 2016-17. The details of the same are summarized as

follows (Amounts to be provided in

Rupees Lakh) :
SLNO HEAD OF INCOME AMOUNT(In Remarks
Lacs.)
A Revenue Receipts (1+2+3)
1 | Own source revenue(x+y)
x | Tax Revenue
i) | Property tax 25.89
ii) | Other tax (levied and collected by municipal body) 00.00
y | Non Tax Revenue
i) | Fees & fines 21.45
ii) | User Charges 2175
iii) | Other non-tax revenue (levied and collected by 1.58
municipal body)
Total Own Source Revenue (x+y) 70.67
2 | Other Revenue Receipts
1) | Income from interest/investments
ii) | Other Revenue income 8.78
Total of Other Revenue Receipts 8.78
3 | Transfer Grant & Assigned Revenue
i) | State Assigned Revenue 16.28
Ii) | State Finance Commission (SFC) 36.52
Grants/Devolution
lii) | Octroi compensation
iv) | Other State Government Transfers 465.03
V) | Central Finance Commission (CFC) Grant 97.95
vi) | Other Central Government Transfers 00.00
vii) | Others
Total Transfer Grant & Assigned Revenue 615.78
B Capital Receipts
Sale of Municipal Fixed Assets (If any)
Loans (from State Govt. or Banks etc.)
State Capital Account Grant (under State Schemes 877.34
etc.) ]
Central Capital Account Grant (under Central 822.39
Schemes etc.)
Other Capital Receipts
Total of Capital Receipts 1699.73
Total Receipts of the ULB for the year 2016-17 2394.96
(A+B)
}
ch.atmﬁcipa\m
Tufanga®)




Current year Expenditure (Revenue & Capital)

During course of our Audit we have also verified the total Expenditure (both revenue & capital) of the
ULB for the year 2016-17. The details of the same are summarized as follows:

SL HEAD OF INCOME AMOUNT(In
NO Lacs)
Revenue Expenditure (A)
i) | Establishment Expenditure 336.26
ii) | Operation and Maintenance 21.18
iii) | Interest on Loan paid during the year
iv) | Any other revenue expenditure not covered under i), ii) & iii) 16.19
Total revenue expenditure 373.63
Capital Expenditure (B) :
i) | All developmental works under Central/State specific schemes 433.27
ii) | Loan Repayments (Principal Amount)
iii) | Other Capital expenditure 814.50
Total Capital Expenditure 1247.77
Total Expenditure [A+B] 1621.40

We further report that ever since "Purohisab" accounting package came in to being and its admission
in to municipal usage, ithas given occasion at times to do away with the erstwhile most important
"Grant Appropriation Register' which still is vital to ascertain balances of Govt. Grants under various
schemes along with their,utilization etc. and which still affords ways andmeans to keep another check
on the "Purohisab" package account balances.

Scheme wise revenue expenditure and capital expenditure incurred have to be matched with Scheme
wise revenue earned andcapital grants received by the municipality while entries are being made in to

the "Purohisab package" so as to provide aneffective basis to understand the true performance of
municipality operations.

Keeping in mind our findings as aforesaid, we, laid more stress on verifying and ensuring that all
 transactions have beenaccounted for and that no major anomaly or outstanding amounts exists in the
Bank Reconciliation Statements of all the Banksand Treasury Accounts being operated by the

municipality ensuring that-hi closing balances of such Bank accounts arecorrectly and accurately
arrived at and recorded in the books.
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