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INDEPENDENT AUDITORS REPORT

Report on the Audit of the Project Financial Statements of BIHAR KOSIBASIN DEVELOPMENT PROJECT
(KOSHI -1I)(IDA- Loan N0.5696 IN)

Opinion

We have audited the accompanying Special Purpose Project Financial Statement of BIHAR KOSI BASIN
DEVELOPMENT PROJECT (KOSI-II) financed by the International Development Association (IDA) the World Bank
under Credit -5696and implemented by BIHAR AAPDA PUNARWAS EVAM PUNARNIRMAN SOCIETY(BAPEPS).
These Project Financial Statements (PFS) comprise of the Balance Sheet as at 31st March 2020,theReceipt and
Payment Account and the Income and Expenditure Account for the year ended on that date,a statement of the
significant accounting policies, other explanatory informationand statement of reconciliation of claims. We have
also audited Interim Financial Reports (IFR) submitted to World Bank during the year ended on that date for
reconciliation with audited expenditure. We have covered period from 01st April 2019 to 31st March 2020.

In our opinion, and to the best of our information and explanation given to us the aforesaid special
purpose Project Financial Statement give a true and fair view of the receipts and disbursements of the Project for
the year ended on March 31, 2020 andthe expenditure of the Project for the year ended on March 31, 2020,in

accordance with the financial reporting provisions of the General Conditions of the World Bank read with the
Financing Agreement and Project Agreement both dated 20.01.2016.

Basis of Opinion

We have conducted our audit in accordance with the Standards on Auditing issued by Institute of Chartered
Accountants of India (ICAI). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of thePFS section of our report. We are independent of the Projectimplementing
agency(BAPEPS) in accordance with the ICAI's Code of Ethics for undertaking this assignment and we have
fulfilled our ethical responsibilities in accordance with ICAI's Code of Ethics. We believe that the audit evidence
which we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

The PFS is prepared to assist the BAPEPS to meet the financial reporting requirements of the Project’s
Financing Agreements, Financing for Investment Project Financing in respect of preparation of the PFS in a
manner to reflect the operations, resources and expenditures related to the Project. As a result, these special

purpose financial statements may not be suitable for another purpose.Our opinion is not modified in respect of
this matter.

Responsibilities of Management and those charged with Governance for the Project Financial Statemen

The Management of the implementing agency is responsible for the preparation and fair presentation of the
PFS.These responsibilities also includes maintenance of adequate accounting records in accordance with the
Financial management manual of the Society(BAPEPS) for safeguarding the assets of the Society 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 adeguate internal financial controls, For ensuring the accuracy and ¢ SRR ness of the
S
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accounting records, relevant to the preparation and presentation of the financial statements that give a true and
fair view and are free from material misstatement, whether due to fraud or error.

The management and those charged with governance are responsible for overseeing the implementing
agency’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Project Financial Statements

Our objectives are to obtain reasonable assurance about whether the PFS as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but not a guarantee that an audit conducted in accordance with
the Standards of Auditing will always detect a material misstatement when it exists. Misstatement can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economicdecisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Standards of Auditing, we exercise professional judgment and maintain
skepticism throughout the audit. We also

e Identify and assess the risks of material misstatement of the PFS, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosure made by management.

e Evaluate the overall presentation, structure and content of the PFS, including the disclosures and
whether these financial statements present the Project’s operations and underlying transactions and
events in a manner that achieves fair presentation in accordance with the financial reporting
framework with accounting principles generally accepted in India.

e Communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and assignment audit findings, including any significant deficiencies in internal
control that we identify during our audit.

e Provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be sought to bear on our independence, and where applicable, related
safeguards.
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Report on Other Legal and Regulatory Requirements

~ Further to our opinion on the Project Financial Statements (PFS) we further report that:

We have sought and obtained all the information and explanations which to the of our knowledge and
belief were necessary for the purpose of our audit;

In our opinion , proper books of accounts have been kept by the implanting agency for the Project
purposes so far as appears from our examination of those books;

The PFS dealt with by this report are in agreement with the books of accounts;
The Projects funds were utilized for the purposes for which they were provided;
Expenditures, including assets created under the project, shown in the PFS are eligible for financing under
the Project Financing Agreements;

Interim Financial Reports (IFR) submitted by the Project management can be relied upon to support
disbursement under the credit and adequate supporting documentation has been maintained to support
these claims;

Procurement has been carried out in line with the agreed procedures as detailed in the operations
Manual/Procurement Manual/Project Implementation Plan/Legal Agreements; and

The Project Implementing Agency (BAPEPS)has an adequate internal financial control system and such
controls were operating effectively as at March 31, 2020 and the Project complies with the provisions on
financial management contained in the Operations Manual/ Project Implementation Plan/ Financial
Management Manual, in all material aspects.

-

For ,JAISWAL BRAJESH & CO.

CA Brajesh Kamar Jaiswz <
Partner

UDIN: 20077043AAAAAM5871

PLACE: Patna
DATED: 23.12.2020
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BIHAR KOSI BASIN DEVELOPMENT PROJECT (KOSHI -1I)
BIHAR AAPDA PUNARWAS EVAM PUNARNIRMAN SOCIETY (BAPEPS
NOTE-A “GENERAL MATTERS”

A. Financial Manual:-
- 1. As per para 5.4 of the Financial Manual, All project financial transactions are accounted in
TALLY Accounting Software which will generate the Cash/Bank Book and Journal (primary
books of account) and the General Ledger (secondary books of account) supported by
subsidiary ledgers. Different records should be printed at different periodicity. During the
audit, we found that no such practice has been adopted by the BAPEPS.

2. As per para 5.7 of the Financial Manual, Bank reconciliation statement (BRS) should be
prepared monthly using TALLY utility. During the audit, we found the followings:-
a. 0ld entries (more than 90 days) are appearing in the BRS in following accounts:-

Account No. Date Particulars Amount (Rs.)
4682 01/08/2017 6000.00
44078 13/06/2019 | TDS (Udakishganj) | 189942.00
44078 13/06/2019 | MA-VII (Royalty) | 43780.00
44078 13/06/2019 | LWC-RWD 94971.00
44078 15/11/2019 | SU-III (Royalty) 778053.00
44078 11/01/2018 | SU-VI 11.00

44059 18/11/2017 | Advertisement 25073.00
44059 12/12/2019 | Electric RO 1573.00

b. Sweep account is reconciled with a difference of Rs. 2.

3. As per para 5.9 of the Financial Manual, Fixed Assets Register may be maintained in physical
form or on EXCEL but contains the following minimum information- description, supplier,
quantity, date of purchase/disposal/issue, value and location. Separate folio for each call of
asset is opened. Physical verification of owned fixed assets is done at least annually by a
committee constituted by the Project Director. During the audit, we found that fixed assets
maintained by BAPEPS but not updated and no physical verification report provided to us.

4. As per para 5.10 of the Financial Manual, the records for bank guarantees should be prepared
manually or on excel sheets for control purposes. The project obtains bank guarantees from
the contractors/consultants. To keep a control over these, details should be prepared that
provides details of the bank guarantees obtained under various contracts. Full details of the
guarantee including the name of the contract, guarantee number and expiry date are entered
in the so that sorting can be done. During the audit, we found that it has maintained at DPMUs
level but no such records maintained at SPMU level for controlling purpose. For better control

purpose, it may also adopt at SPMU.
\BRAJES
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5. As per para 8.4 of the Financial Manual, the project account will subject to quarterly internal
audit. As informed to us, appointment of Internal Auditor is under process.

6. In GST, the taxable event is supply, which may be a supply of goods or a supply of services.
Schedule II entry no. 6(a) read with Section 7 of the CGST Act, 2017 states that a composite
supply of goods and services in the form of a works contract as defined in clause (119) of
section 2 of CGST Act, 2017 shall be deemed to be a supply of service and the tax rate to be

- applied on such works contract is specified in Notification No. 20 /2017- Integrated Tax (Rate)

dated 22nd August 2017 wherein “Composite supply of works contracts as defined in clause

(119) of section 2 of the Central Goods and Services Tax Act, 2017, supplied by way of

construction, erection, commissioning, installation, completion, fitting out, repair,

maintenance, renovation, or alteration of a road, bridge, tunnel, or terminal for road
transportation for use by the general public” is taxable. R.A. Bill made without disclosing GST
separately and it is not clear whether it is inclusive of GST or exempt item.TDS (GST) and TDS

(IT)have been deducted on R.A. Bill amount. In the both cases, TDS (GST) and TDS (IT) needs

recalculation. As informed to us, procedure for considering GST impact is under process at
SPMU level.

B. SPMU:-

1. As per clause no. 9 of Lease agreement dtd. 30.11.2017, the lessee shall make his own
arrangement for fixing an electricity meter and shall pay the electric bill to the BSEB. Until the
lessee makes arrangement of its own electricity meter, the lessee will pay Rs. 29,689/- per
month as fixed electricity chafges. As informed to us, electricity meter is not yet installed. A
fixed monthly electricity charges is paid alongwith rent. TDS should be deducted as per the
provisions of Income Tax Act on rental, maintenance and fixed electricity charges asitis nota
reimbursement of expenses but TDS has been deducted on rental and maintenance parts only
towards payment made to BSIDC during the year.

2. As persection 51 of CGST Act,2017 TDS is required to be deducted on payment made to
supplier of taxable goods and services where the total value of such supply, under a contract,
exceeds two lakh and fifty thousand rupees. Further, as per notification no. 73/2018-Central
Tax dtd. 31/12/2018 of Gol,nothing in this notification shall apply to the supply of goods or
services or both which takes place between one person to another person specified under
clauses (a), (b), (c) and (d) of sub-section (1) of section 51 of the said Act.

a. BAPEPS and BSIDC are fall under clauses (a) to (d) of section 51(1). TDS (GST) has
been deducted on payment made to BSIDC during the year while it should not be
deducted.
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b. BAPEPS and BSTDC are fall under clauses (a) to (d) of section 51(1) and total

payment/agreement does notexceedsRs. 250000/-. TDS (GST) has been deducted
from payment made on 14.02.2020 for Rs. 24390/-

c. GST (TDS) have not deducted on following payments made to SinghaniaAgrawal&

S.N. DATE AMOUNT
(Rs.)
1 11/04/2019 23600.00
2 08/05/2019 23600.00
3 26/06/2019 23600.00
4 09/07/2019 23600.00
5 08/08/2019 23600.00
6 30/09/2019 23600.00
7 23/11/2019 23600.00
8 12/12/2019 47200.00

Co.:-

3. According to Rule 46 (b) of the CGST Rules 2017, it has been specified that the GST tax
invoice issued by a registered person containing necessary information. But no proper tax

invoice has been received for rental charges from BSIDC during the year.

4. Any person, other than an Individual or HUF, responsible for making payment to a resident
contractor or sub-contractor for carrying out any work (including supply of labour) is liable to
deduct tax at source under Section 194C, if the amount paid or credited exceeds Rs.30,000 in

a single payment and Rs.1,00,000 in aggregate during the financial year.
a. TDS has not been deducted on Vehicle hiring charges amounting paid to BSTDC on
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different dates i.e.-

S.N. DATE AMOUNT (Rs.)
1 06/04/2019 17989.00
2 26/04/2019 12142.00

b. TDS has not been deducted on the following payments made to BELTRON during the

year:-
S.N. DATE AMOUNT (Rs.)
1 06/04/2019 56058.00
2 08/05/2019 56058.00
3 08/06/2019 56058.00
4 09/07/2019 56058.00
5 08/08/2019 55328.00
6 05/09/2019 55328.00
7 30/09/2019 55328.00
8 08/11/2019 55328.00

-
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5. Manpower hiring charges paid to Walker Security Syndicates during the year. The firm
provided two different GSTIN i.e. 10AAAFW7142F1ZM and 10AADFW3475A1ZP. As informed
to us, new GSTIN will be applicable and effective w.e.f. 01.01.2020. For payment
upto31.12.2019, TDS has been deducted @ 1% while being a partnership firm (as fourth
letter of PAN is F, which indicate for firm), while as per section 194C of Income Tax Act, 1961-
rate of TDS is 1%(for individual or HUF) and 2%(Other than Individual or HUF), TDS should
be deducted @ 2%. Older GSTIN has been mentioned on the invoice issued and mentioned in

GST portal for GST (TDS) purpose, for that period.

6. Bank charges debited by various bank during the year, efforts should be made to get reverse

of the same.
S.N. PARTICULARS AMOUNT
(Rs)
SPMU 15820.20
2 AFRD, Sahrasa 248.00
AFRD, Purnia 302.00

7. Status of outstanding statutory dues as on 31.03.2020 are as follows:-

S.N. | PIU LIABILITY HEAD AMOUNT Rs. Remarks

1 RWD GST (TDS) 4,81,426.00

2 BRPNNL Labour cess 42,759.21

3 RWD-Madhepura. Labour cess 18.00

4 RWD-Udakishanganj Labour Cess 52,800.00

5 RWD-Birpur Royalty-MD 17,32,614.00

6 RWD-Madhepura Royalty-MD 28,31,699.00

7 RWD-Saharasa Royalty-MD 11,38,494.00

8 RWD- Royalty-MD 1,13,58,739.00
SimriBakhtiyarpur

9 RWD-Soupaul Royalty-MD 33,99,723.00

10 RWD-Triveniganj Royalty-MD 19,27,398.00

11 RWD- Udakishanganj Royalty-MD 63,36,051.00

12 WRD-1-C Royalty-MD 53,25,571.00

13 WRD-2 Royalty-MD 1,17,22,323.00

14 WRD-1 Royalty 33,69,562.00

15 BRPNNL Royalty withheld 25,00,000.00

16 RWD TDS (IT) 4,32,973.00

17 BRPNNL Misc. Deposit 6,05,040.00

18 BRPNNL Penalty for royalty | 1,26,588.00
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