AUDIT REPORT ON THE ANNUAL FINANCIAL STATEMENTS ™
OF KOLKATA MUNICIPAL CORPORATION FOR THE
VEAR ENDED 317" MARCH 2014

We have audited the Batance Sheet of the Kolkata Municipal Corparation (KMC) as at
Fodareh 2014 along with Ingome & Expenditure Account and Receipts & Payments Account for the
vear ended en that daie under section 160 and 161 of the Kolkata Municipah Carporation Act. | 980,
Preparsuion ol these lnancial statements is the responsibility of the KMC Maragement. Ouwr
vesponsibiliny 1s 10 express an apinion on these financial statemants based on aur audit findings.
2 This Audit Repart contains the comments of the Examiner of Local Accounts (ELA)
an the accounting treatment with regard to classification, conformity with the best accounting
frealineni. accounting practices. aceuunting standards and diselosure nonns, eie. Audit abservation on
inanzial transactians with regard W compliance with the Laws. Rules and Régulations (Propriety and
Rewularity Audity and 2ffeeneyv-cum-performance aspects. ete.. are repdrted through [nspection
Reserts’ Audil Reparls separalaly.
1 We have conducted our audit i aceurdance with the Auditing Standards generaily
acvepted i lodia, These standards require that we plan apd perform audit o obtain reasonable
asegrance aboat whether the Tnancial statements are free from material .'|1;;_Tisstzile.'|1rents. An audil

ol

elides examining. an a test hasis. evidences supporting the amaunts and disclasures in the fnancial
siatements, An o audit also includes assessing the accounting principles used in significant estimates
made by marsgement. a3 well a3 evalualing the overall presentation of Rnancial statements. We
aelieve Lhal our sudil provides g reasonabile basis for our opinion k
4 Based an our audit, we veport that:
I We live oblained all the information and explanations. which. to the best of our knowledue
and beliel, were necessury lor the purpose of our audit, "
i In cue opivion, proper boaks of aceaunts and ather refevanl records have becn maintained by

the KMC as required under provision of the KMC Act 1980 in so far &s it appears fram our

3

examinzlion af such books and subject to the abservatinns made below ; o
: "
I We lurther repact thar -



Al Assels
a.l.l Fixed Assets (Sch-17)

Gross Block: T 3936.28 crore .
Less: Depreeiation: T 2032.06 crore
Met Block: 2 1904.22 erove

(A) The ahave Fixed Assets (Gross Block) did not include ¥ 14.38 crare being the cost of 420
aumbers of dwelling units constructed and allotted al Garden Reach and Rajarghal under B3SLIF
seheme of INNURM praject which were shawing as capital work-in progress. This resulted in
understatement of the fixed assets (Gross Block) to the extent of ¥ 14.38 crove with corresponding

cerstatement ol capital work-in progress,

(B) Further as ascertained from Quarterly Progress Report of INNURM. the above cost of T
14 38 crove included an amaount of ¥ 1,05 crore as contribution from KMC and Beneficiaries. This
catails that the depreciation an assets created from municipal contribution for the year 2012-13
aincunting o T 0,02 crore (@ 2% paa) should have been charged to Income & Expenditure Statement.
Nen-eharame aof depreciation resulted in overstatement of Fixed Asset (Net Block) amounting to 4
.07 vrore with correspanding understatement of expenditure (depreciation) as well as overstatement ol

stV HUS U lag eatent.

KMC replied vide BSR dated 19.08.2014 that Finance & Accounts departnient had not
received Completion Certificate and the date 'of Put to Use of particular completed dwelling units. and
henee wansfer of such amount from CWIP to Fixed Assets was not considered in the Annual Accounts
al 201 2-13 1 was reporied by e cancerned department thal some issues still remain un-resolved in
respect o completon ol the project and its final payment, However, necessary accounting entries
neluding depreciation would be accounted for on wetting the appropriate mformation from the

department m ‘\I.It"-ﬁ'x.'l.|i.'-'i.$||[ SEWI

Though repeated comments in the previaus years™ Audit Reports on Annual Aceounts, the

pasitin remained unehanwed. l, P

ALY Capital Work-in Progress (CWIP)

Comuiereial Project: ¥ 5.55 erove (Schedule - 18)

Abave included ¥ 5.55 crore being the expenditure incured towards Commercial Projects
which lad neither been capitalized even after lapse of maore than |2 years nor been made any
disclosure in the “notes to accounts” clarifying the reasons for non capitalization: The future prospect of
assers ereated out of the expenditure could not be assessed in audit due to non-availability of nature of
nssels, Theretore, necessary provision for loss of assets should have heen made in the accounts. Nan-
provision o the same resulied 1 understatement of “Current Liabilities ~ Pravision® with the

caresponding averstatement of surplus to the extent of T 5.55 erore.



¥

KMC replied vide BSR dated 19.08.2014 that the matter was placed ‘before the Municipal
secounts Committes (A Committee formed Under Section 10 of the Kolkata Municipal Act. 198() for
endimmation. 11 was recommended by the Municipal Accounts Committee that "Cancerned Deparnnm_u
should tabe sarly action towards writing ofl such vld CWIP as carly as possible after observing all
furmalities and with the approval of the Corparation. [n the previous report also the Commiteee has
suguesied 1o take appropriate netion towards writing of¥ the marter.” The marter'wus also approved by
the Carparation vide Resolution lrem No. 2 dated 27/08/13 and Resolution [tem Nﬂ I 3dated 24/12/1 3.
All coneerned departnients had beei directed to take further necessary avtion 0. thar the wg:nmprim

adjustment entries may be passed in the books of aceounts.

EY
[

Though repeared comments in the previous years' Audit' Reports on Bnnual Accounts. the

(s ikicny remained unchanged A
B. Inecame & Expenditure A/C _
B.1  Excess ol lncome over Expenditure T118.58 crore.
B.l.l  lnterest an Loan from ADB - Assets transferred T192.54 crore.
holkata Environmental lmprovement Praject (KEIP) under KMC has raken Loan from State
Government (ADB Loan} for the purpose of creating / acquiring assets for KMC? Interest on the joan is

weated as overhead. 1t is apportion 1o different completed assers and transiered g KMC.

KEIP transterced different assets to KMC after the date of financial closire and nat in the date
alcompletson. KEIP capitalized interest on loan up to the date of financial closupe. It is in violation of

Avceauntimg Standard 16 (Para 19 and 20, a

The amount of interest on the assets for the period between the date of completion and the date
ol financial closure should be charued as prior period item to the Income and Expenditure Aceount for

the vear 201 3-14.

But, in compliance of Audit report KEIP made adjustments and reducedthe value of assets by

39 25 ceore and CWIP was increased by the same amount, A

]
=

Hence. Surplus is overstated by 39.25 crore and outstanding lnterest a'fﬂ Loan from ADB -
Assets iransferred is understated by the same amount. Furthermore. CWIP as wcﬂ a5 Project Fund was

overstated by the same amount, ' 2

Depreciation on aver capitalization amount of ¥9.25 should be adju'sted.'!'

C General 5 .
C.l Receivables from the Kolkata Port Trust: 't

The Kolhata Port Trust (KPT) collected Municipal Tax 720.25 % of:rent from the tenan

wider their control and accounted that us their earnings till 2012-13. During the ri__nmwm year 2013-14

4



the S BT autheriny chatges their accounting policies and kept the collested Muni-.:ipal Tax ande
Susaensy dceount. As per Suspense Leduer 2013-14. KPT authority colleeted <2525 ceare, But KMC
was paic T4.01 crore only and 32064 crare kept under the suspense aecounl of the KPT,

Further. as per KMC Act the maximum mte of Munieipal Tax is 40.5%. but the KPT collected

2033 Yo only. As a result, KMC should be compensated by KPT for the rest portian,
The amount of' tata! tax ceceivable ram KET shauld be browght o the agcounts of the KMC.

€2 Fumid Balances =Ewrmarked Funds {Grants & Contributions) (Sch.4) 2178.86 crore

[ has been nuticed that Geants funds in respect of o number af schemes are shown in negative

figure.

KM replied vide letter dared 8" May, 2015 that for some grants such as Employment
Cengratan tar Tribal Categary. State Fisance Commission Earmarked Fund batance should be taken
wather wath the: Loval Puid, Thein there shauld not be any negalive é:alfu'a.-:_;-'e in this respect, For
NLIREA rentive balance arises as KMC get reimbursement of expenses. For ather arants KMC have

wiver issaranee hat itwill be rectified in nest financial year,

£ statutury Liahilities {sch 13) T98.45 crore,

Vit lases gse 1o be deducted i complianee of the provisions uf the acts wpplicahle such as
nzame-tiy Act 1961 These taxes is to be deposited with the concermed authority within due date. In
iese vases. KM only dedust tay and later on deposit the same. if tax of the last month remains o be

depaisied that amount should te shown as liability,

But. Tax deducted s source fram Contractars has been shawn al 9502735 as negative

e Simddady. Emplosment 1ax has been shown at 313,010,594 as nesative halance.

MU replied vide letrer dated 7 May, 2015 that KMC s engaged o reconcile both the

regative helances und necessary adjustiment entries will be passed in the next Fnancial year.

) &

C Expenditure on Geacral Infrasteueture (Schedule - Hy T43.76 ciore

A relerence 1s invited 1o the *Notes to Accouits’ on ‘Expenditure on (.]..enerﬂl Infrastructure
Hnpreve izl nal yel capitalized”, It was disclosed that the KMC was unable to ;&pil’ﬂfflﬁ the CLIPD-
1 sragects under canstruction and project under Stun Develogment Far want or'.-'spcaiﬂc information

SR apprnpriate suthonty. The assets as of present date assumed o stand depreciated fully,

MO replied vide BSR dated (9082014 that as these pertain to activities initiated long back

and the supparting docurients Lo gl iy the status of these projects were not readil ¥ ?I'r"rll|-."||.'| 2, The

Lrs



miaier was oiaced before the Municipa! Accounts Committee. I its mmlémim the MAC stated
that “Concerea Depariment should take early petion towards writing off uuul{{r:ild CWIP as early as
passinle afier ooserving ali fonmalities and with the appruval of the Corpomation: In the previous report
alse e Committer 185 supgested 10 tahe appropriate action wards writing off” the mateer ™ Such
ecosendation was placed before the Cveporation and the rummnmmtiun‘hﬂ approved by the
Carporation wide dem No. |3 dated 24-12-2G13, The respective dﬂpﬂﬂm of KMC has been
wijuested 10 take further approgriate sieps in pursuance with the decision af MHG

Muoreaver, the expenditure though of capital nature, has nlready outlived its economic life. As
Mese anounts decein 1 past periods. they do nat have any impact on the aperating results of the year

wder audhl,

The zoncerned depuriment of the KMC did ot tske any appropriste steg in this reaard thoush
recommiended by MAC. Mere disclosure is nof sufficient, rather necessary acoouhting entries should

y
L

have beer pussea For fair presentation in the accounts.

C.5  Avcumulated Advances (Schedule = 29): T 14.60 crore

A relerence s also invised 1o Notes (o Accaunts on “accumulation adviince related (o earlier

-

VERES

It was disclosed that the KMC was not in & position to identify the e.iaq,r nature of he nbove
itere (R 14.66 €« ) fur which the same was shawn separstely. 3

KMC repiied vide BSR dated 19.08.2014 that this was raised in the audil report of previous
yeme aise, The maner was piaced befure the meeting of Municipal Amun{l:tnmmiuu and the
Comnites recommended that “the concerned departinear may initiate a mpusa-r for writing ofT such
old advances with the approval of the Municipal Corporation if there is no-scope for getting it
sdusied Al concerned aepartments had been requested fa take early action h};_'puﬂumu: with die
desision of MAC

The cencented deparunent of the KMC did not tske any appropriate ﬂap% this regard thaugh
recamniended by MAC, Mere disclosure s not sufficient, rather necessary atdjusnnmt eniry should
lave been passed for such unicentified curren; assels. ;,

€6 Stntutory Liabilitles (Schedule 13) !
Provident Fund: - T79.74 crore ‘[_

-~

The Batance Sheet of KiﬂlC as on 31 March 2014 showed un-remitied liat&lity af¥79.74 crore
.

jowards Provigent Fund (PF) Cell whereas the Balance Sheet of PF Cell as'on 31 March 2014
]



wdieated that T103.59 crore was receivable fram KMC. Thus, there was a difference of $25.85 Cno

(T105.539 crore manus 79,74 erore) which remained unreconciled.

KMC replied vide BSR dated 19.08.2014 that KMC had initiated departmental reconeiliation
12 reconciliation between Finance & Accounts department and Provident Fupd Cell as the difference

berween the depamument carried forward from long back

Further, vide reply dated 23 April. 2015 KMC stated that PF Department had been asked [0

take appropriate action immediately and to prepare a reconciliation statement accordingly.

Despite repeated assurances made by KMC in previous years”, no siep was taken [0 reconcile

the difference.

c7 Earmarked Fund (Sch-4)
MNational Socinl Assistance Programme (NSAP) 211,39 Crore

L Above includes 12,39 Cr as balance of National Social :;hussisranr:c Programme
(MSAP) a2 on 310314 whereas the Cash Book shows the balance of #19.17 Cr under above head.

Thus there was a difference of 6,78 Cr which needs reconciliation,

KM replied vide BSR dated |9.08.2014 that to maintain the Snui!a'iimspﬂnsihiﬁl'}', severl
tmes KMC has translered Funds through bank transfer to SW & UPA dépﬂl'[mﬂnt against their
receivabiles from the Government with proper approval of the authority, Generally, KMC has adjusted
these fund tansiers o receipts of funds from the Government and this is a continuous process. Qui of
the amouet aof T14.96 crove KMC had already received back € 9.96 crore from wa & UPA department,
The SW & UPA department had heen directed ro refurn back balance amount-atter getting the same

reconciled,

Further. KMC accepted the lact and replied vide letter dated 23" Aprill 20135 that 5.00 erore
(ol o' T6.78 crure) was relunded by the concerned department in the financialityear 2014-13, For the
L

remanng amount of 1,78 crore. the department had been asked to prepare a reconciliation stetement

fs early as possible, J
i

(i) The National Social Assistance Programme (NSAF) mmpriseﬁ of five components
namely 4 1) Indira Gandhi National Qld Age Pension Scheme (IGNOAPS. ¢ar|ié} NOAPS), (2) Indira
Gundii National Widow Pension Scheme (IGNWESY (3) Indira Gandhi Nﬂtimi‘ai Disability Pensian
Schene (IGNDPS) (4} Mational Family Benefit Scheme (NFBS) and (5} Aiﬂ_mpur:m. But only a

cansolidated figure of 12,39 crore has been shown under the head of NSAP



KMC replied vide BSR dated 19.08.2014 that earlier NSAP consisted of NOAPS & NFBS
anly. Programme wise maintenance of fund account under NSAP was nol mandatary though separate
bark secounts were maintained. Accordingly. only one fund account namely NS_;_"'-P was maintained.in
buhs of accounts of KMC where balance of NOAPS & NFBS were combined. .

Later IGNOAPS. IGNWPS & [GNDPS has formed pare of NOAPS. Thc;i’f'und lalances can be
showin separately from the aext finaneial year, Some more time ;’Il’ﬁ}-‘ be required-to segregate NOAPS

& MNFBS fund as combined fund balance under NSAP were carried forward for a long period of time.

In the Annual Accounts tor the year 201 3-14 of the KMC, the opening fund balance, iterest
earned. reeipt of Gowl, grants. utilization of fund as well a5 the closing fund balance in respect of

these live schemes were nol shown separately,

& Cash & Bank Balunce (Sch. 30, 31 ancd 32): ¥ 650.42 crore
{13 The cash and bank balance joeclude a considerable amount which was entered in the Cash

Sooh priovta 31122013 but oot eredited by banks as on 3| March 2014,

(i) Simitarty. the cash and bank balance includes & considerable amount of chegues issued to

s parties priee to 31.12.2013 had alveady lost their validity. The amaunt was not written back.

(i} Out of 176 bank aceounts, KMC could nat recancile four bank accaunts. The cash book
balance as on 31 March 2004 in respect af those four bank accounts amounted'to ¥ 4.66 erore (SBI
Ao 51162 of T 4.65 crove. and remaining in other bank aecounts namely Bank of Baroda, Past

Dilies Saving Buak and Allahabad Banlk |

CY  Fixed Deposits with Banks (Schedule-23) 175.27crove

This includes € 2,92 Lakh deducted as TDS by bank from interest r;'arnr:t'i;-_.fl|‘| Fixed Deposit af
KMC during the period between 2007 and 2010 which was nat refunded by the bank till now. The

above faer was not enclosed in Notes to Aceounts.

KMC replied vide BSR dared 19.08.2014 that the baak has been asked ui.;.ié letter dated | 4-07-

20114 ta refund the amount Enmediately, 1
e

Co0 Capital Wark-in-Progress (CWIP) includes Maohit Moitra Mancha- T ??_4252|? {2009-10].
Gandln Madan WTP- § 100968377 (2012-13), Shore Protection Work ;;'t_-IGWPT Palta- ¥

S6T04364(2010-11). Vambay Warks { Labour Quarter)- T 7542352(2009-10) and Market Development

praject- 3 236430035(2609-10) which seems to he completed as no further funds have heen allotted
sinee last twote five years . Same should be capitalized and depreciation to be Charged accordingly.

Mo reply was received,

L



CA1 o Lternal Audit

The repoet of the Chief Municipal Auditer far the.;.rear 2012-13 as fequired under Section
I37(2) af the KMC Act 1980 was not furnished.

C.12  Note regarding KMWSA.

It was poinied oul in the last year audit report that a big amount was shaiva by the KMWSA as
receivabile from the KMC

KMC informed that the management ‘and maintenance of Garden Reach Water Woarks
has been handed aver 1o the KMC. but in the absence :;:F any agresment in support of the claims of

KWMSA KMC could not recognized it in the accounts,

KO should at least diselose the fact in the notes to accaunts.

C.13  Recevable - Government’s Business type activities™ included 20.05 Cr. Representing
vecervable towards advertisements (316.52 Cr) and car parking (3.5 Cr.) which has been lying
tnvealized for mure than three vear, Effective steps need to be taken (o realize Zadjust the abave huge

long waistanding dues s

Al least. adequate disclosure mentioning the reasons for non- realization of the sbove

autstanding dues should have been made in the *Nates 1o Accounts”

[t was replied by the KMC vide lener dated 23" April, 2015 that the concemed departments

have beea requested W provide necessary information,
D. Aecounting Policies & Notes to Accounts:

() Cespite comments made in the last Audit Report. the Annual Accounts of the year under repagt

also did not disclose stock/unutilized balance of Rice received under MDM scheme,

KMC replied vide BSR daled 19,08.2014 that the paint is noted, I[ mﬂy be stared here that
fecounts of Mid-day meal is prepared separately and also got audited by a Chattered Accountant firm.

Repartaf the CA firm will be furnished by the educatian department to the audit for consideration.

Report of the CA firm was not furnished to audit
(it The value of immovable property could nat be confirmed due ta non receipt of physical

verticanon report



Gy The land under encroachment was nol diseigsed in the accounts.

Effect of Audit Comments un Accounts

The et impast of the comments given in preceding Para is that the liability as on 3™
March 2014 were understated by ¥ 5.55 Crore, assets averstnsed by T 9.27 Ciore and the surplus of

meoime over expenditure for the year was averstated by < 14,82 Crore { Wnl‘kingﬁ‘@ha&t enclosed)

Subject to our observations in the preceding paragraphs. we report that the Balance
Siigel and Income and Expenditure Aceount and Receipts and Payment Account dealt with by this

e ace i agreement with the baoks of accounts.

¥ I our opinion and to the best of cur information and according to the explanations
piven 10 us, the said financial statements read together with the Accounting Policies and Notes on

Accounts. and subject ta the significant matters stated above give a true and fair view in conformity

with Accounting Principles generally decepted in lndia,

T
¥ ln so far as it relales to the Balance Sheet of the State of affairs of the Kolkata
) LEE. T i 1
Muneipal Carparation as at 217 Mareh. 2014 and

b 11 sc iy as it velates W the lneome & Expenditure for the year giided on that date.
= 2515
Place; Kolluata Examiner of Lacal Accounts
Date: 22. 052015 West Bengal
g
.i.
- |



