Audit Report on the Accounts Kolkata Environmental Improvement
Project (KEIP) of Kolkata Municipal Corporation (KMC) for the year
ended 31 March 2008

We have audited the Balance Sheet of Kolkata Environmental Improvement
Project (KEIP) of Kolkatla Municipal Corporation (KMC) as at 31 March 2008 along the
Receipt & Payment Account for the year ended 31 March 2008 under section 160 and 161 of
the KMC Act, 1980,

2. These financial statements are the responsibility of the KEIP Management.

Our responsibility is to express an opinion on these financial statements based on our audit.

3 We have conducted our audit in accordance with the Auditing Standards
generally accepted in India. These standards require that we plan and perform audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatements.  An audit includes examining, on a test basis, evidences supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management as well as
reflecting overall presentation of financial statements. We believe that our audit provides a

reasonable basis for our opinion.
4, Based on our audit, we report that:

(i We have obtained all the information and explanations. which, to the best of our

knowledge and belief, were necessary for the purpose of our audit.

{ii) In our opinion, proper books of accounts and other relevant records have been

maintained by the KEIP in so far as it appears from our examination of such books,
(iiiy ~ We further report that -

1} Value of Land of 548.05 cottahs on which construction was made as per resettlement
package was not taken into account since the price is yet o be determined by the
KMDA.

2) Completed (June 2007) flats allotted to the beneficiaries but the value Rs 12.82 crores

was not transferred to KMC.
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3) The project cost was burdened with Rs 0,30 crores being the cost of advertisement for
invitation of tender for canal work which was not in the purview of the KEIP

activities.

(ivi  Subject to our observations in the preceding paragraphs, we report that the Balance

Sheet dealt with by this report is in agreement with the books of accounts.

(v) In our opinion and to the best of our information and according to the explanations
given to us the said financial statements read with the Accounting Policies and Notes on
Accounts and subject to the significant comments stated above as well as other comments
detailed in the annexure give a true and fair view in conformity with the accounting principles
generally accepted in India in so far as it relates to the Balance Sheet of the state of affairs of
the KEIP of KMC as at 31 March 2008,

Enclo! Annexures

Place: Kolkata %—,ﬁ_n:_d_j/g
Date: 05.09,2008 Fxaminer of Local Accouits

West Bengal



Annexure

Detail Audit Comments on the Annual Accounts of Kolkata Environmental
Improvement Project for the year ending 31" March, 2008.

oImments o coounts:

1. Balance Sheet
1.1 Asseis:-
1.1.1 Procurement of assets

Land: Rs 3.12 crore

The above does not include Rs 47.89 crore being the cost of 548.05 cottahs of
land procured and utilized by KEIP through KMDA for the purpose of Resettlement
packages for affected families. The building/flats were already constructed and booked,
The Land valug of Rs 47.89 crore as claimed by the KMDA has not been taken into
account sinee the amount is under negotiation. The Land value as fixed asset and
corresponding liability to the extent of Rs 47.89 crore should have been disclosed in the
Note to Accounts,
1.1.2 Capital Work in Progress

1) Civil Works.

Resettlement: 20.27 crore

The above includes cost of 8 packages (RS1A, RSI1B, R5IC, RSA], R5AZ,
RSAS, 8115, SHS5A) to the tune of Rs 12 82 crore undertaken for construction/procurement
of Mats for rescitlement of households affected due o Canal Rehabilitation works which
were completed and handed over to the affected families within June 2007. But the
packages were still shown as work in progress in the Balance Sheet as on 31" March 2008
instead of transferring them to KMC. This is not correct since KEIP has to transfer all

completed assets to KMC.

Management replied (29.07.2008) that the flats were not the property of the
KMC, On the contrary it emerges from the records that the flats constructed/procured
under above Resettlement packages were handed over to the affected families on 99 years
non-saleable lease. Therefore the assets belong to KMC enly and not to the allottes.

b} Others: Rs 107.10 crore

The above includes Rs 1.56 crore being expenses relating to advertisement out

of which Rs 0.30 crore was incurred as cost of advertisement relating to invitation of



I

tenders for canal works. Since canal work was entirely being done by the lrrigation &
Water Ways Department, Government of West Bengal and does not fall within the
purview of KEIP, the expenses on such cost of advertisement on the above work should
not have been charged on the assets being created by the KEIP on behalf of KMC.
Inclusion of advertisement expenses of Rs 0.30 crore relating to canal works resulted in
overstatement of Capital work in Progress by the same amount. The amount should have

been claimed from the State Government and booked accordingly.

The department has noted the matter for future guidance.

Place: Kolkata
Date: (05.09.2008

Examiner of Local Acecounts
West Bengal



KOLKATA ENVIRONMENTAL IMPROVEMENT PROJECT
206, A.J.C Bose Road, Kolkata 700 017

Balance sheet as on 31st March'2003

LIABILITIES
1 Contribution
2. Kolkata Municipal Corporation
As per last account
Acld: During the yaar

b. Government of West Bergal
As por et account
Add:During the year

¢, Government of India - Vambay
As per las) account
Add:During the year

d. Government of West Bengal - BSUP
A por lasl account
Add:During e year

@, Governmaent of India - BSUP
A per |ast socount
Add:Dluring the yéar

2 Grant
Government of Wos! Bunu'il
As par last nccound
Add:Churing the yedr

3 Grant {Supplementary)
Govornment of West Bongal
As per lasl oocoount
Add:Darning the year

4 Loan
Government of West Bengal
A5 per lastaccount
Add:During the year

Interast Accrued on loan

on

Loan {Supplementary)
Government of West Bengal
Az per last socount
Add:During the year

Interest Accrued on loan(Supplementany)

& Current Liabilitles
Bills Fayable
Retention Money
Statutory dues
Income Fax
Wiorks Contrac! Tax
Taxes and Recovery of Siatulony dues
Earmest Money & Securlty deposit held

AGSETS
Procurement of Assets
Lind
Office Equipments and fumiture & fixiures

i

£ Fixod Assoels transfer to KMC
a, Equipmants

Sewerage & Drainage

Solid waste managemeant

Schedule No

As-on 31st March’2008

As Rs
481746068
2TRGTTAY TEOT23562
G4 7385467
00000000 G4TIBSAET
0
SO 84000 19484000
0
5527000 5527000
o
13818000 13819000
AGIBBAGTS
IR0S15A54 A14200829
0
Gr022752 67042752
1081933837
81TR72325
1859806262
34B541143 2248347405
o
156432421
156432421
TTo 1653 164194074
21630811
114312023
10010230
101435913
BG7T3
98311 156285061
5197009149
33235686
I50EA934 BB204B25
BOTEI4B
ZO4IBGRAT 231363085



b. Clvil works
Sewnrage & Drainage
Shim Imravemant works

c. Offire Bu el g

3 Capital wark in Progress

2 Clvil works
Sownrage & Drainage
Bamifification of lakes and walertiodizs
Shurry Impreaamen] wirks
Resnitlemen

b Othirs

4 Quronl ansots
Canlt ml brink
Chew gl rehand

4 Advancos

Sigeiicarst Avcourding Policues and Meolng
Loy Autiiaunbn

R

Uy, LMERALP] "sl bf:}tg

']
01180181
MO1TaEi2 371367093
4 125364144
-7
1ahE454 168
o
BB 531
5 TaRLs 153963170
3 | HT0ea0es 10TORR0RST
ABIITR 16
-] TEIA53255 1175756071

Dy Muirscipal Com
[Finmngn)

Qle®

5167000149
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SIGNIFICANT ACCOUNTING POLICIES SCHEDULE 7

Aasis of Accounfing

The primary basis of acoounting has been taken sz Accrual and recognition of expenses at the time of
passing of the bills regardless of when the related cash flows take place. Recelpts In the form of grants, loan
and contnbution are recognized on cash basis. Counter-pant funding is being recognized In the books of
Kaolkata Municipal Corporation

Fixed Assels

Assets acquired by way of purchase or constructions are vaiued al their cost of acguisiion ar cost of
construction, which Includes the capttalised interest and ail other allocated expenses incurred during
construction period Al assets are treated as Capital Work in Progress in accordance with the accounting
policies fallowed by the Kolkata Municipal Corporation in respect of expenditure on projects

Empiloyes Berefits
Employee benefits including pensions and related superannuation benefits are accounted for on cash basis,

Provisions
Provisions has been made f{ar all habillives pertaining to the financial year, which have bpen approved for
payment by the 31st of March 2008

NOTES ON ACCOUNTS

1 Kaolhata Enviranmental improvement Project — The Kolkata Municipal Corporation Is the Executing Agency
for the Kolkata Environmepal improvement Project which is being funded by Asian Developrenl Bank
under Loan Agreement No 1813-IND and Supplementary Agreement 2293-IND The Project Mapagemerit
Unit of Kolkata Municipal Corporation has been set up to implement the Project

All assets created under KEIP will be transferred to the Kolkata Municipal Corporation on completion The
Cepreciation on Assets and corresponding income from Grants will be recognized in the books of acgount of
The Kolkata Municipal Corporation

2 Contingent Liabilities
Estimated amount of running contracts remaining to be executed on Capital Account Rs B70 crore,

3. Land Acquisition
For resattlement purpose, the umit sent proposal for acquisition of three(3) plots of land through Gowl of
West Bengal Municipal Affairs Dept af Purba Puliary [ 0.94 acre), Shampa Mirzanagar (2. 57scre} and Purba
Barisha(1, 145 acre). Municipal Affairs Depl. provided an advance of Rs 1,58,82 854 being 80% of the
estimated Land Acquisition compensation for above fhiree plois of land.

Aequisifion proceedings for the land af Purbs Bansha has been set aside by the Hon'bla High court on the
trasis of writ pefition no. 8342 (W)H2004

We have got possession of remaining twe land on 13-3-2005 & 26-3-2004 of Furba Futiary & Shampa
Mirzanagar respectively,

Communicalions have been made with Land Acguisiion Colledior for adiusiment of these amounts:

The entire amount has been booked under “land” with & credit to State Govt, Contribufion, Affer getting
proper agdiustment irtimation necessary adustment will be mads in books of accaunts.

4. Administrative Expenses Capitalised during the year

The amount shown as Capital Work in Progress under Others represents the amount of Expenditure related
to the Project The same will be aliocated or atinbuted to the construction or acquisition of any particular
assetl at the time of capitalization te Fixed Assets During the year certain completed assets transferred to
KMC which inciudes a portion of administrative cost and Interest upto 31% March'2008. Estabiishment cost
.consultancy charge  other administrative costs and interest dunng construction period are apportioned to
completed centract packages| assets transferred to KMC | in the ratio of the value of the respective contract
packages to total cost of contract package ( acluals and estimated) as on the date of accounting far such
transfer, The date of transfer will be at the end of the fiscal year

However equipments transferred to KMC has been transferred at cost anly without i
these allocated cost
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