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D. GANGULI & CO.

CHARTERED ACCOUNTANTS

16/77, CIVIL LINES, KANPUR - 208 001.
TEL. # (0512) -2355106, 2330496
FAX. # (0512) - 2355106
E mail: avirup@hotmail.com

To

The Municipal Commissioner,
Kanpur Municipal Corporation,
Motijheel,

Kanpur.

1. We have audited the attached Balance Sheet, Income & Expenditure Account and
Receipt & Payment Account of the Kanpur Municipal Corporation for the year ended
as at 31%t. March 2021. The authorities of the corporation are responsible for the
preparation of these financial statements that give's a true and fair view of the financial
position, financial performance in accordance with the generally accepted accounting
principals. This responsibility also includes maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding of the assets of the Corporation
and for preventing and detecting frauds and other irregularities; selection and application of
appropriate accounting policies; making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the
accounting records, relevant to the preparation and presentation of the financial statements
that give's a true and fair view and are free from material misstatement, whether due to
fraud or error. Auditor's Responsibility : Our responsibility is to express an opinion on these

financial statements prepared under an hybrid accounting system.

2. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An examination also includes assessing the
accounting principles used and significant estimates made by the management, as
well as evaluating the overall financial statement presentation. We believe that our
examination read with and subject to the Significant Accounting Policies and Notes to
Accounts (Schedule B-20) forming part of audited balance sheet provides a

reasonable basis for our opinion.

3. As per Para 24 of Notes on Accounts (Schedule B-20), Corporation has charged
depreciation on Fixed Assets on SLM at the rates prescribed in Schedule XIV of The
Companies Act, 1956. In our opinion depreciation should be charged on the basis of
useful life of the Assets as prescribed in the Accounting Standard issued by the
Institute of Chartered Accountants of India. The effect on the Income/ expenditure of

the corporation is indeterminate.

1|Page




D. GANGULI & CO.

CHARTERED ACCOUNTANTS

16/77, CIVIL LINES, KANPUR - 208 001.
TEL. # (0512) - 2355106, 2330496
FAX. # (0512) - 2355106
E mail: avirup@hotmail.com

4. Subject to above, we further report that:

(i)

(ii)

(iii)

Place: Kanpur

Dated:

We have obtained all the information and explanations which to the best of

our knowledge and belief were necessary for the purposes of our audit;

Attention is drawn to the Significant Accounting Policies and Notes on
Accounts (Schedule B-20) which underlines the method, scope, assumptions
and basis of preparation of these financial statements as on 31%t March 2022.
As per explanations given the management does not expect any material
impact on the financial Statements on account of the matters stated in
the Significant Accounting Policies and Notes on Accounts. Adjustments, if
any, in regard to the matters stated in the Significant Accounting Policies and
Notes on Accounts would be carried out on further details being available /
received. We are unable to comment of the impact on the financial
statements in regard to such adjustments. These financial statements are

subject to the said Significant Accounting Policies and Notes on Accounts.

In our opinion and to the best of our information and according to the
explanations given to us, the said financial statements together with the
Significant Accounting Policies and Notes on Accounts thereon and subject to
our observations/comments given in para 3(ll) above, give a true and fair
view:

a) in the case of the Balance Sheet of the state of affairs of the Corporation

as at 31%t. March, 2022.
b) In case of the Income & Expenditure account of the surplus of the

Expenditure over Income for the year ended on that date.

For D. Ganguli & Co.
‘Chartered Accountants’

(CA Dtpankar Ganguli)

‘Partner’

M.No. 070656
UDIN:R30. 70656 B42Y.A033 LS
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Kanpur Municipal Corporation

schedule B-20: Significant Accounting Policies and Notes to Accounts forming part of
audited balance sheet as at 31.03.2022:

A. Significant Accounting Policies

1. Basis of Accounting:

i Kanpur Municipal Corporation (KMC) is maintaining its accounts on a hybrid
system of accounts (i.e. a mixture of cash and accrual system).

i Grants and Funds relating to Central Government & State Government have
been depicted in the financial statements on the basis of disbursements
letters received from the agencies, and payments made there against till 31*.
March 2022, utilisation received from implementing agencies and the
balances lying against theses grants and funds in specified bank accounts.
Utilisation certificates received from implementing agencies has been
adjusted in proportion of the percentage of contribution of the agencies to the
project.

iii Grants and Funds relating to Finance Commission, Infrastructure Fund and
other earmarked funds have been depicted in the financial statements on the
basis of records and information as available up to 31** March 2022.

. iv Interest on saving bank account of grant funds has been shown under Other
Liabilities — Proportionate bifurcation of interest earned on Grant between
central, state and ULB has not been made and accounted for done due to
common bank account used for all contributions.

2. Use of Estimates:

KMC is maintaining its accounts on a cash basis without bifurcating between
capital and revenue. As a consequence, thereof the assets and liabilities valued
on 1%, April 2008 (compiled as per G.O. No. 4094/9-5-2008-119/2007 dt. 2"
June 2008 issued by Ministry of Urban Development Uttar Pradesh) could not
be quantified from the accounts. Therefore, the preparation of the subsequent
financial statement required estimates and assumptions to be made that affect
the reported amounts of assets and liabilities on the date of the financial
statements. As the corporation has not made revaluation of its assets &

. liabilities till the financial year ending as on 31.03.2022, the actual amounts

- could differ from these estimates and the differences will be recognised and
accounted for in the period when they are known.

3. Inventories:
Inventories of consumables in various departments of the Corporation as at the

end of the year are taken, valued and certified by the management and
incorporated in financial statements.

4. The Assets and Liabilities of Kanpur Municipal Corporation have been
determined and reflected in these financial statements to the best extent
l1|Page




possible after thorough due diligence. However, there may be instances of
liabilities not being determined correctly and of assets not being identified or
being valued incorrectly. The process of identification and quantification of all
assets and liabilities is underway on a day-to-day basis.

B. Notes on Accounts:

1. Schedule B-1: Municipal (General) Fund

Balance represents the opening balance adjusted for the excess / deficit of
income over expenditure in the previous and current years and addition to and
adjustments of expenses of ULB’s share of earmarked funds.

2. Schedule B-2: Earmarked Funds

Balance represents the opening balance adjusted for grants received during the
year and the previous years, transfers from Municipal (General) Fund and
expenses made there against. Interest earned on certain Earmarked / Special
Fund Investments are recognised in current liabilities except for finance
commission which is transferred to respective fund as per GO 1474/Nau-9-
2019-123J/11 dated 12/09/2019.

3. Schedule B-3: Reserves

i Capital Reserve represents assets created out of Central Govt. & State
Govt. contribution to grants and funds, ULB Share, Other Grants (Infra, TFC
and NHAI etc).

ii Depreciation on the assets created out of grant will be charged off against
Capital Reserve when the assets are put to use.

iii Closing balance of Capital Reserve will tally with assets created out of grant
after providing applicable depreciation.

4, Schedule B-4: Grants, Contributions for Specific Purposes:

Balance represents the opening balance adjusted for grants received during the
year and due for the year and previous years and expenditure incurred there
against. Interest earned on certain Earmarked / Special Fund Investments are
recognised in current liabilities.

5. Schedule B-5: Secured Loans

No secured loans have been taken by the Municipal Corporation.

6. Schedule B-6: Unsecured Loans

Balance represents aggregate of old short-term loan and no fresh loan was
received during the year. The loan is shown as unsecured as the same has been

received from the State Government against ULB share.

7. Schedule B-7: Deposits Received
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The Balance represents the Earnest Money Deposit and Security Deposit
collected from the Vendors / Contractors/ public. Balances are subject to
reconciliation and confirmation.

8. Schedule B-8: Deposit Works

The Municipal Corporation has not segregated receipts of deposit works and
has shown such receipts as Liability. Work done against such deposits have been
capitalised.

9. Schedule B-9: Other Liabilities

This represents amounts payable towards various expenses as well as statutory
dues remitted after the Balance Sheet date and interest earned on Grant
Contribution pending bifurcation.

The GST payable on work order issued after appointing date is withheld and
release after production of proof of payment by the Contractors as per
directions of Principal Secretary of Urban Development of GoUP.

10. Schedule B-11: Fixed Assets

i. Land: at market value based on DM Circle rates as on 01.04.2008
and additions thereafter at cost of acquisition.
ii. Building: including cost of land at value based on DM Circle rates as
on 01.04.2008 and additions thereafter at cost of acquisition.
iii. Roads and Bridges: at cost of construction / acquisition based on
PWD rates of 2008 and additions thereafter at cost of acquisition.
iv. Sewerage and Drainage: at cost of construction based on PWD
rates of 2008 and additions thereafter at cost of acquisition.
v. Public Lighting: at cost of acquisition.
vi. Plant & Machinery: at cost of acquisition.
vii. Vehicles: at cost of acquisition
viii. Office & Other Equipment: at cost of acquisition
ix. Furniture, Fixtures, Fittings: at cost of acquisition
X. Other Fixed Assets: at cost of acquisition
xi. Capital work in progress: At cost incurred as per utilization
certificate received from implementing agencies.

Fixed assets were not stated at their Written Down Value as on 1%, April 2008,
as, while valuing fixed assets at cost of construction or cost of acquisition,
depreciation has not been charged for the period that the asset has been put to
use. Cost of land has not been segregated in cases where assets are built
/situated on land.

Bifurcation between revenue expenditure and capital expenditure incurred on
fixed assets are subject to scrutiny as there may be instances where revenue
and capital expenditure has not been appropriately treated in the accounts. No

fixed assets register has been maintained by the Kanpur Municipal Corporation.

11. Schedule B-12: Investments — General Fund
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As per directions of GOI the grants share provided by GOI for SPV (Kanpur Smart
City Ltd) is to be treated as ULB (Kanpur Nagar Nigam) contribution therefore
Equity with SPV (Kanpur Smart City Limited) is capitalized under Investment
against grant received from GOI. The Investments are unquoted investments.

12. Schedule B-13: Stock in Hand (Inventories)

Inventories should represent stock of materials lying with the Corporation as at
the end of the financial year. However, the Purchases during the year have been
directly booked as consumption. Physical verification of closing stock has been
undertaken on 31%. March 2022 to capitalise stock in hand.

13. Schedule B-14: Sundry Debtors (Receivables)

Closing balance of receivables against Property Tax and Other taxes are subject
to reconciliation and confirmation. Receivables against Property Tax have been
estimated by considering the recoverable demand of 2021-22 as per statement
prepared by the Property Tax department. Provision for doubtful debts have
been considered on the disputed demands with sick industrial organisation.

14. Schedule B-16: Cash and Bank Balances

Cash Balance represents the cash balance as per the books of accounts
maintained in the Corporation. Bank balance represents the balance lying in the
bank accounts of the Corporation adjusted for items under reconciliation.

15. Schedule B-17: Loans Advances and Deposits

Represents employee advances, Advances to others including advances to
implementing agencies, temporary advances and reimbursements claimed for
expenses etc. Few Banks deduct TDS from interest paid on MOD which is
capitalize under Loans & Advances. Management issued notices to such bank to
refund TDS wrongly deducted.

16. Schedule I-1: Tax Revenue

The Property tax is levied annually. The Income is recognized at the time of
raising the bills of demand.

17. Schedule I-3: Rental income from Municipal Properties

The income is recognized on cash basis at the time of collection.
18. Schedule I-4: Fees & User Charges

The income is recognized on cash basis at the time of collection.

19. Schedule I-5: Sale & Hire Charges

The income is recognized on cash basis at the time of collection.










