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Separate Audit Report of the Comptroller and Auditor General of India
on the accounts of Gujarat Municipal Finance Board (GMFB),
Gandhinagar for the year ended 31st March 2019

We have audited the attached Balance Sheet of the Gujarat Municipal Finance Board
(GMFB), Gandhinagar ason 31st March 2019 and the Income & Expenditure Account for
theyear ended onthat date. The audit hasbeen entrusted under Section 20(1) of the Comptroller
and Auditor Genera's (Duties Powersand conditions of Service) Act, 1971 read with Section
21(2) of the Gujarat Municipal Finance Board Act, 1979 for the period up to 2021-22. These
financial statementsaretheresponsibility of the GMFB Management. Our responsibility isto
expressan opinion on thesefinancia statements based on our audit.

2. ThisSeparateAudit Report containsthe commentsof the Comptroller and Auditor Genera
of India(CAG) onthe accounting trestment only with regard to classification, in conformity with
the best accounting practi ces, accounting standards and di scl osurenorms, etc. Audit observations
onfinancid transactionswithregardto compliancewiththe Laws, Rulesand Regulations(Propriety
and Regularity) and efficiency-cum-performance aspectsetc, if any, arereported through Ingpection
Report/Comptroller and Auditor Genera'sAudit Report separately.

3. We have conducted our audit in accordance with Auditing Standards generaly accepted
inIndia. Thesestandardsrequirethat we plan and perform the audit to obtai n reasonable assurance
about whether thefinancia statementsarefreefrom material misstatements. Anaudit includes
examining, on atest basi s, evidences supporting the accounting principles used and significant
esimatesmadeby Management aswell aseva uatingtheoveral presentation of financid statements.
Webedlievethat our audit providesareasonable basisfor our opinion.

4, Based on our audit we report that

I We have obtained al theinformation and explanation whichto the best of our knowledge
and belief were necessary for the purpose of our audit.

. TheBalance Sheet and Income& ExpenditureAccountsdealt with by thisReport
have been drawn up in theformat approved by the Gujarat Municipal Finance
BoardAct, 1979.

il In our opinion, proper books and other rel evant records have been maintained by the
Gujarat Municipa Finance Board, Gandhinagar asrequired under Section 21(1) of the
Gujarat Municipa FinanceBoard Act, 1979insofar asit appearsfrom our examination
of such books.
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1.2

Wefurther report that:-
Income & ExpenditureAccount
Expenditure

SIMMSVY Expenses Rs. 16.26lakh arid Repair and MaintenanceRs.
34.47lakh

The aboveexpenditure, of Rs. 16.26 |akh pertainingto SIMMSV'Y and should have
been adjusted against the specific endowment Fund Account i.e. SIMMSVY grant
Account. Similarly, Repair and Maintenance expenditureof Rs. 34.47 lakhincludeRs.
6.84 |akh pertaining to SIMMSVYY and should have been adjusted against SIMMSVY
grant account. However, the samewasincorrectly charged inthelncomeand Expenditure.
Thisledto overstatement of current year ‘ Deficit’ by Rs.23.10 1akh. Consequently, the
balanceinthe Grant SIMMSVY (NP) Account (Schedule 34) was overstated and Grant-
in-Aid Interest Fund Account was understated by Rs. 23.10 lakh ontheLiabilities side
of the Balance Sheet.

Expenditure
Revenue Expenses

TheSignificant Accounting Policy of GMFB datesthat the Financid Statement areprepared
on cash basi sexcept accounting of interest oninvestment whichisdoneon accrua basis.
Thepoalicy isnot inconsonancewith the Generally A ccepted A ccounting Standard. Further,
the common format of accountsissued by the State Government dated 22" August
2013, prescribethat al State A utonomous Bodies should preparethefinancia statements
on accrud basis. However, GMFB hasnot adhered to theinstructions of thecircular.

GMFB did not make provision for revenue expenses amountingto Rs. 14.02 lakht
pertaining to the accounting year 2018-19, for which paymentswere madein theyear
2019-20. Thus, the expenditure and Deficit for 2018-19 was understated by Rs.14.02
lakh. Consequently, the provision for Outstanding Liabilitieswasunderstated and Grant-
inAid Interest Fund Account was overstated by Rs. 14.02 |akh in the Balance Shest.

! Manpower Outsourcing for Month of Mar 2019- Rs. 7,59,967, LPG Charges Rs.
712, Tdlephone chargesRs. 14,490, Apprenticeship ChargesRs. 11,573, Audit Expenses
Rs. 89,250, Office ExpensesRs. 3,250, Electricity ExpensesRs.24,120, Establishment
ChargesRs. 4,98,902



General
Non-prepar ation of Receipt & Payment Accountsin Prescribed For mat

The Urban Devel opment and Urban Housing Department through gazette notification
prescribed rulesand formatsfor GMFB. Rule 89(1) read with the Account Form No. 15
specifiesthat the Receiptsof GMFB and Payments made there from, need to be shown
separately under thefollowing four major heads.

A.  Grantreceived from Government for Administrative Expenditure.

B.  Amount received from Government for distribution of Grant to municipaities/
municipa corporations.

C.  Amount received from Government for distribution of Loansto municipalities/
municipa corporations.

D. Receptsof the GMFB.

Thereceiptsof Grants& L oansand the payments/di sbursements made by GMFB out of
therece ptswere not shown separately asrequired in theformat. Further, the details of
bank-wise recei pts and the payments made were shown in the Recei pts and Payments
Account, instead of showing thetype/category-wiserece ptsand payments.

Thus, aclear picture of Grant, Loansand receipt of GMFB and the payment, utilization/
disbursement made out of samewas not shown dueto non-following of prescribed format
for Recel pt and Payment A ccounts.

Non-exhibition of previousyear figuresin theAnnual Accounts

Theexhibition of previousyesr figuresintheAnnua Accountsform basisfor preparation
of next year accountsand also facilitates comparative anayssand therefore, eachitemin
thelncome & Expenditure Statement and Balance Sheet dlong with relevant Schedules
of theAnnual Accountsshould not only show the current year’ sfigure but also should
show the corresponding figure already appeared inthe previousyears Annua Accounts.
GMFB, however, had not shownthe previousyear’ sfiguresat therel evant placesexcept
inthe Balance Sheet of theAnnual Accounts.

Grantsin-Aid

Out of thetotal grantsof Rs. 7,934.39 crorereceived (including Nil interest earned)
carryover fromearlier years grant amounting to Rs. 750.43 crore, GMFB utilised asum
of Rs.7,155.49 crore, leaving unspent closing balanceof Rs. 778.90 croreason 31+
March 20109.



V. Subject to our observationsin the preceding paragraphs, we report that the Balance
Sheet and Income & Expenditure Accountsdealt with by thisReport arein agreement
with the books of accounts.

Vi. In our opinion and to the best of our information and accordingly to the explanations
givento us, thesaid Financial Statementsread together with the * Accounting Policies
and Notesto Accounts', and subject to the significant matters stated above and other
meattersmentionedinAnnexuretothisAudit Report givea‘trueandfar’ view in conformity
with accounting principlesgenerdly acceptedinIndia

a Insofarasitrelatesto the Balance Sheet of the state of affairs of the Gujarat
Municipal FinanceBoard (GMFB), Gandhinagar asat 31¥ March 2019 and

b. Insofarasitrelatesto Income & Expenditure accountsof the deficit for theyear

ended on that date.
For and on behalf of theC& AG of India,
Sd/-
Place: Rgkot (YASHWANT KUMAR)
Date: 06-12-2019 Principa Accountant Generd (G& SSAudit),

Gujarat, Rgkot



ANNEXURE-A

Adequacy of Internal Audit System
TheBoard had adequate internal audit system.
Adequacy of internal control system

Internal Control system wasinadequate as Board was not properly monitoring theloar/
grant requirement and utilization by the Urban Local Bodies. The utilization certificates
werenot obtained intime. ItisBoard'sduty to provide guidance and support to the Urban
Loca Bodiestowardsfinancia discipline. Itisof utmost importanceto establishastrong
interna system.

System of physical verification of fixed Assets

The physical verification of assetswas carried out annually.
System of Physical verification of inventory.

Physical verification of inventorieswas not applicableto GMFB.
Regularity in payment of statutory dues
All the applicable Satutory duesi.e. Municipal Tax waspaid.

Sd/-
Deputy Accountant General
Social Sector-I1

Vi



GUJARAT MUNCIIPAL FINANCE BOARD
GANDHINAGAR

Annual Account —2018-19

Noteto Financial Statement

Gujarat Municipa Finance Board hasbeen congtituted under. The Gujarat Municipa
BoardAct, 1979 (Act No. 12 of 1979) for the purposes of “Making Provisionfor
the better management by the Municipa Corporation and Municipalitiesinthestate,
of their financia resourcesand for regulation of giving of certaingrantsand loansby
the State Government to those bodies.”

1.

SIGNIFICANT ACCOUNTING POLICIES.

a

Basisof Accounting
TheBoard preparesitsFinancial Statement on cash basisexcept for Accrued
basisonAccounting for interest on variousinvestment.

Depreciation
Depreciation on assetsisprovided on Written Down Value.

TheBoard isdischarging dutiesand function under the GMFB Act, 1979
which arethefunction of the stateintermsof Article243W and Twelfth
Schedule of the Constitution of India. This contention was upheld by Hon.
High court of Gujarat and the surplusif any generated during the course of
activitiesof board wastreated exempt under the provisions of the Income-
TaxAct, 1961. Hence, no liability has been envisaged and/or provided for
under the Income Tax Act, 1961.

Sd/-
Additional Commissioner & C.E.O.
Gujarat Municipal FinanceBoard
Gandhinagar.

viii
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Explanation for the Abbreviationsused in Annual Accounts-2018-19

12" F. C. Grant = 12"Finance Commission Grant

13" F. C. Grant = 13" Finance Commission Grant

BPL Survey = Below Poverty line Survey Grant

VNVY = Vapayee Nagar VikasYojana

Ent. Tax Grant = Entertainment Tax Grant

Guj. InfraDe. = Gujarat Urban Infrastructure Devel opment Project
Env. Imp. Slum Grant = Environmenta Improvement in Urban Slum Grant
SBI = State Bank of India

Prof. Tax = Professional Tax Grant

Urban Sanitation Work = Urban Low Cost Sanitation Scheme
CableTV/DiscAntena = Cable TV/Disc Anteena Entertainment Tax Grant
UBI = Union Bank of India

PNB Admn Charge A/c
PNB Revo. Fund A/c

Punjab National Bank Administrative Expenditure Account

Punjab National Bank Revolving Fund Loan Account

Sanitation Grant = Urban Low Cost Sanitation Scheme Grant
Int. = Interest

Exp. = ExpensesExpenditure

IDSMT = Integrated Development for Small & Medium Towns
Muni. = Municipality

Muni. Corpo. = Municipa Corporation

Shiinidhi = Nagar Vikas Shiinidhi YojanaLoan

Pay & Use = Pay & UseToilet Grant Scheme

UWEP = Urban Wage Employment Programme
USEP = Urban Self Employment Programme

SUB = Bankable Subsidy
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TRG
DWCUA
T&CS
Alc

Tr

Amt

Disbursement

Traning

Development of Women & Child in Urban Area
Thrift & Credit Societies

Account

Transfer

Amount

Granl/Loan/Amount paid

Solid Waste Management Scheme
Gandhinagar

Saparate Audit Report

Government

Received

House Building Advance

Bank of Baroda

Gujarat Municipal Finance Board
Contigency

Balance

Ahmedabad Electricity Company
Gujarat Water Supply & Sewerage Board
Gujarat State Financial Services Ltd.
Sardar Sarovar Narmada Nigam Ltd.
Inter Corporate Deposit
Contributory Provident Fund
District Urban Devel opment Agency
State Urban Development Agency

National Slum Development Programme
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TDS
CONTRA
EIUS
URIF
SISRY
SBS

PNB
GUDM
PLA
PDA/c
MFDF
GuUDC
SPIPA
GPCB
SIMMUDY
SIMMSVY
NGSY
ICICI
NRCP

Tax Deducted at Source

Internal Transfer/Dehit from oneA/c and Credit to other A/c

Environmenta Improvement in Urban Sum Grant
Urban Reform Incentive Fund

Swarn Jayanti Shaheri Rojgar Yojana

State Bank of Saurashtra

Punjab Nationa Bank

Gujarat Urban Development Mission

Personal Ledger A/c

Persona DepositA/c

Municipa Finance Development Fund

Gujarat Urban Devel opment Company

Sardar Patel Institute of PublicAdministration.

Gujarat Pollution Control Board, Gandhinagar.
Swarnim Jayanti MukhyaMantri Shaheri VikasYojana.
Swarnim Jayanti MukhyaMantri Shaheri VikasYojana
Nirma Gujarat Shauchalay Yojana

ICICI Bank

Nationa River Conservation Project
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