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SEPARATE AUDIT REPORT APPENDED TO THE AUDIT CERTIFICATION ON 

THE ACCOUNTS OF THE OFFICE OF THE CHIEF EXECUTIVE OFFICER, 

ZILLA PANCHAYAT, SHIVAMOGGA  FOR THE YEAR 2021-22. 

 

1. Introduction 

1.1. The Zilla Panchayat (ZP), Shivamogga is a body corporate constituted under the Karnataka Gram 

Swaraj and Panchayat Raj Act, 1993(KPR Act) for overall supervision, co-ordination integration of 

development schemes at taluk and district levels and for preparing development plan of the district. The 

monetary transactions of the ZP are routed mainly through a ZP Fund maintained in the District 

Treasury, Shivamogga District. This report contains the observations related to financial audit
1
 of the 

ZP Found. 

1.2. Formats of Accounts :  

The accounts of the Zilla Panchayat are to be maintained as follows 

a) Accounts as per KPR Act. 
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As per Section 37 (4) of the Karnataka Zilla Panchayat (Finance &Accounts) Rules, 1996, the annual 

accounts were to be prepared in the prescribed form consisting of Statement I to V containing details of 

transactions of the ZP Found. 

b) Accounts as per MPAS Formats. 

Government vide Order dated 31 March 2011 prescribed adopting of model accounting system by 

Panchayat Raj Institutions in the State as recommended by Government of India and Comptroller and 

Auditor General of India (CAG). Accordingly, the Annual accounts of the Zilla Panchayats are to be 

prepared as per Model Panchayat Accounting System (MPAS), also, which consists of exhibiting the 

transactions under Formats I to VIII. 

1.3 Audit Mandate 

As per Section 262 of  the Section 63 of the Karnataka ZP (Finance & Accounts) Rules, 1996, the 

Accounts of the Zolla Panchayat Fund shall be audited by the CAG of India in accordance with 

provisions of the Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 

1971 

 

 

 

1
 Audit comments on the transactions of the ZP are presented in separate Inspections Reports. 
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 (DPC Act). Accordingly, the Government has entrusted the audit of the accounts of the Zilla Panchayat to 

 the CAG of india under section 19 (3) of the DPC Act, 1971.  

1.4        Financial Position 

      The financial position of the Zilla Panchayat, for the year 2021-22, as brought out in the Annual     

      Accounts is as follows: 

 

        (₹ in crore) 

Name Opening 

balance 

Receipts Total Expenditure Closing 

balance 

Treasury* 108.18 397.28 505.46 383.94 121.52 

Bank 33.72 260.52 294.25 279.63 14.62 

Total 141.90 657.81 799.71 663.57 136.14 

*Receipts and Expenditure excludes amounts drawn from treasury and deposited to banks/scheme accounts by ZP. 

Note: Variation between Treasury records and Annual Accounts commented vide Para no. 3.2. 
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2. Other observations
 

2.1 . Non furnishing of Utilisation Certificates and CA reports 

Audit was not produced with Utilisation certificates
2
 for 2021-22 in respect of four schemes included in the 

Annexure-A of the accounts in respect of schemes operated through bank accounts. The three schemes were SGSY, 

Swajaladhara3 and Zilla Parisara sandarshana pradhikara, Basavapura, did not have receipts (except bank interest) 

and expenditure during the year but had a closing balance of ₹58.02 lakh. 

ZP replied (May 2023) that these schemes were closed. In the absence of UCs, the balances available in these 

schemes could not be confirmed in audit. 

 

 

 

 

2
In respect of 12

th
 , 13

th
 , 14

th
, and 15

th
 Finance Commission schemes, which are Centrally Sponsored Schemes, CA Reports 

are not furnished and only Utilisation Certificates are furnished.
3 
Accounts did not exhibit any interest earned. 
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2.2. Non-clearance of balances under Debt, Deposit and Remittance (DDR) heads. 

The State Government vide circular dated 29 September 2009 instructed all Zilla Panchayats to clear balances under 

DDR Heads. The details of outstanding balances relating to DDR as per Statement V of KPR Accounts is given 

below: 

 (₹ in crore) 

DDR Heads Balances as at end 

of March 2020 

Balances as at end 

of March 2021 

Balances as at 

end of March 

2022 

Loans and Advances 0.09 (Dr) 0.08 (Dr) 0.08(Dr) 

Deposits and Advances 0.21(Cr) 0.21(Cr) 0.21(Cr) 

ZP has not taken any action to clear the outstanding balances under DDR Heads and reasons not stated as required as 

per Form ZP 21. The balances were also not confirmed by the Departmental Heads concerned functioning under ZP. 

Also, amounts pending under suspense heads are also not cleared, nor were there details for these balances. 

ZP replied that an amount of ₹24,031 has been cleared and for the remaining balances, correspondence was made 

with offices concerned to clear outstanding balances. The fact remained that in the absence of confirmation and 

clearance of the outstanding amounts, the extent of liabilities and receivables cannot be ascertained.  
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2.3. Variation when compared with treasury records. 

The receipts and expenditure exhibited in the "Plus and Minus Memorandum' issued by Treasury and figures 

exhibited in the Annual Accounts as at the end of 31 March 2022 is as detailed below. 

                               (Amount in ₹) 

Description As per Treasury As per Accounts Difference 

Opening Balance
* 

20,26,48,750 1,08,17.82,573 87,91,33,823 

Receipts  3,97,84,13,520 3,97,84,13,520 - 

Total 4.18.09,88,250 5.05.45.92.093 87,91,33,823 

Expenditure 3,84,50,02,771 3,84,50,02,771 - 

Closing Balance# 33,60,59,799 1,22,51,93,322 87,91,33,823 

 

 

*opening balance as per Treasury plus and minus excludes ₹ 16,47,52,446 of Fund-II balances. # Treasury was 

exhibiting Fund-closing balance as ‘Nil’ balance. 
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Audit observed that there was a difference of ₹87.91 crore between the treasury records and accounts, which are 

yet to be reconciled.  

Further, the Government vide Order (8 September 2004) had directed the Zilla Panchayats to maintain fund-wise 

accounts, i.e., Fund-I, Fund-II, and Fund-III. Though all the Statements in the accounts exhibit the Fund-wise 

details, the closing balance (in Abstract of parts I to III) did not exhibit the Fund-wise balances and in its absence, 

the fund-wise balances/reconciliation with treasury balances could not be verified in audit. 

ZP replied (May 2023) that District Treasury was requested to provide revised plus and minus memorandum, 

which was awaited from it and the balances will be reconciled after its receipt. The reply is not correct. The ZP 

needs to arrive at the Fund-wise details of closing balance as per Accounts and thereafter do a Fund-wise 

reconciliation with treasury plus and minus for arriving at balances in each of the funds.  

2.4. Not carrying out write back adjustments. 

The Government of Karnataka had written back the unspent balance under fund II of ZP for ₹511.04 crore vide 

Government Order dated 24 February 2020 and ₹882.49 crore vide Government Order dated 8 March 2021. ZP 

had not carried out these adjustments of writeback by obtaining the same from RDPR and carry out the 

adjustments in its books of accounts. 
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ZP replied (May 2023) that a letter was addressed to RDPR to furnish the details, which is awaited. The fact 

remains the RDPR was yet to furnish the ZP-wise details of write back and as a result, the opening balances remain 

overstated. 

2.5 Comments on Mother Account 

The Mother account is a transitory account, the transactions of which was to be adjusted against respective scheme 

bank account and no balance should be held in this account by the end of the financial year. 

Audit observed that at end of the year there was a balance of ₹2.62 crore, which had not been transferred to 

concerned scheme account, no interest earned on these quantified and remitted to the Government. The details of 

transactions of Mother accounts (i.e., opening balance, receipts, expenditure and closing balance of mother account) 

was not disclosed in Annexure-A of accounts. 

ZP replied (May 2023) that the mother account consists of transactions of Gram Vikas Yojane, Namma Grama 

Namam Raste, District Resource Centre implementation, Rural Sports, School Repair and Sanitation programs. ZP 

also replied that on receiving information from sections concerned, the balance amounts and interest would be 

remitted to Government. The fact remained that composition of scheme-wise balances of the closing balances were 

not exhibited in notes in Annexure-A of the accounts. 
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2.6. MPAS Formats 

In respect of Format-V (Moveable Assets), the ZP had provided a statement containing few assets (Roads) as part of 

MPAS accounts. However, the ZP had furnished separate details of Assets (immoveable property) held with various 

implementing agencies as a separate statement (not part of accounts). Thus, the accounts did not reflect a total picture 

of the Moveable assets in the prescribed form. 

3. Comments relating to Internal Control  

3.1. Inadequate Internal Audit 

As per Rule 62 (1) of the Karnataka Zilla Panchayats (Finance and Accounts) Rules, 1996, the Chief Accounts 

Officer of the ZP was responsible for internal audit of all the transactions of the different DDOS of the Zilla 

Panchayat. 

Audit observed that only 31 out of the 116 DDOS coming under the jurisdiction of ZP, Shivamogga were audited 

by ZP during the year 2021-22.  

ZP replied (May 2023) that due to shortage of staff, it was not possible to carry out the internal audit. The fact 

remained that internal audit coverage needed improvement.  
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3.2. Non-submission of Cash certificates by Implementing Offices 

On check of Bank Statement (Annexure A), it was observed that balance of ₹ 61.93 lakh respect of following 

Schemes, was lying with the Implementing Offices (IOs). 

 

Sl. No. Scheme Closing Balance with IO 

1 Mulika Samruddi Sagar 1.03.469 

2 Kanchihalla 7,062 

3 SGSY 1,52,339 

4 MNREGA 3,29,574 

5 13th Finance Building Maintenance 38,243 

6 Swajaldhara 55.57,482 

7 RGCY 5.216 

Total 61,93,385 

These balances could not be verified as cash certificate/utilization certificates were not provided by these IOs. 

Audit further observed that there was no change in the opening and closing balances with the IOs during the year, 

in respect 13th Finance Building maintenance and Swajaldhara schemes. 
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ZP replied (May 2023) that steps will be taken to obtain cash certificates for the amount with the implementing 

offices of the projects. Fact remains that in the absence of cash certificates/confirmations from the IOs, the 

availability of the balance amounts with IOs could not be ensured in audit. 

3.3. Inoperative bank accounts 

The Government vide Orders dated 01.08.2016, 01.03.2018, 27.08.2019 and 31.12.2021 issued instructions to all 

ZPs/departments concerned to remit the unspent amount and interest, in respect of in-operative schemes to the 

Government account.  

Audit observed that though instructions were given, neither the ZP nor RDPR had classified, which of the 

schemes had become inoperative. Audit observed that the following schemes
4
 did not receive funds nor 

expenditure was incurred during 2021-22. 

 

 

 

 

4
Excludes IAY scheme, whose balance of ₹ 1.52 crore as at end of March 2022 was reported to be remitted 

subsequently. 
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Sl.No 

Scheme Balance amount at the end of 

March 2022(₹) 

1 T.S.C Award 71,02,264 

2 12
th
 Finance Commission-Infrastructure 3,25,438 

3 Statutory Grant 64,17,175 

4 14th Finance Commission 10,34,059 

5 Jilla Parisara Sandarshana pradhikara 91,919 

6 Janatha Jeeva Vyvidya Samithi 43,676 

Total 1,50,14,531 

 

It was observed that the inoperative accounts were not reviewed, and action taken to close the 

accounts and remit the balances to the Government account resulting in blocking of funds of ₹1.50 

crore as at 31.03.2022. 

ZP replied (May 2023) that after receipt of confirmation from the concerned project officers, action 

will be taken to close the account and remit the remaining amounts to the Government. Further, 

during last year accounts (SAR 2020-21), the ZP had informed that suitable instructions were issued 
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to competent authorities to review the scheme accounts wherein there were no transactions in the last 

few years, and to issue Orders for closure of accounts. Yet, action is yet to be taken to obtain and 

furnish the certificates. 

                  

            Principal Accountant General (Audit I) 

Date: 28.06.2023 

Place: Bengaluru  
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AUDIT CERTIFICATE 

I have audited the attached: 

• Annual Receipt and Payment Accounts as per KPR Format of accounts. 

 and 

• Model Panchayat Accounting System format of accounts, 

of Zilla Panchayat, Shivamogga for the year ended on 31
st
 March 2022 as per the provisions of 19(3) of the 

Comptroller and Auditor General's (Duties, Powers, and Conditions of Service) Act, 1971. Preparation of these 

accounts is the responsibility of the Panchayat Raj Institution's management. My responsibility is to express an 

opinion on these accounts based on my audit. 

I have conducted my audit in accordance with auditing standards and guidelines issued by the CAG of India. These 

standards/ guidelines require that I plan and perform the audit to obtain reasonable assurance 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, as well as evaluating the overall presentation of accounts. I believe that my audit 

provides a reasonable basis for my opinion. 
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On the basis of the information and explanations that I required and have obtained, and according to the best of my 

information as a result of test audit of the accounts and on consideration of explanations given, I certify, subject to my 

observations in the appended Separate Audit Report that: 

• the Annual Receipt and Payment Accounts as per KPR Format of accounts,  

and, 

• The Model Panchayat Accounting System format, 

gives a true and fair view of the receipts and payments of the Zilla Panchayat. Shivamogga for the year ended on 31st 

March 2022. 

      

                      Principal Accountant General (Audit I) 

Date: 28.06.2023 

Place: Bengaluru 
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