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REPORT ON THE ANNUAL ACCOUNTS
OF KARNATAKA REAL ESTATE
REGULATORY AUTHORITY,
BANGALORE, FOR THE YEAR 2019-20
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INTRODUCTION:

The Government of India has enacted the
Real Estate (Regulation and Development)
Act, 2016 with effect from 26.03.2016. The
Government of Karnataka has notified the
Karnataka Real Estate (Regulation and
Development) Rules, 2017 in the state on
11.07.2017. The Government of Karnataka
has also constituted the Karnataka Real Estate
Regulatory Authority. The Authority is
functioning with various cadres of officers /
staff including a full — time Chairman, two
members and a Secretary. This is the 3" year
Annual Accounts of the Authority after its
formation.

The consolidated Annual Accounts are
prepared as per Rule 48 of the Karnataka
Real Estate (Regulation and Development)
Rules, 2017. The Annual Financial Statements
comprising of Receipts and Payments Account,
Income and Expenditure Account and Balance
Sheet.
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SEPARATE AUDIT REPORT OF THE
COMPTROLLER AND AUDITOR GENERAL
OF INDIA ON THE ACCOUNTS OF THE
KARNATAKA REAL ESTATE REGULATORY
AUTHORITY, BENGALURU FOR THE
FINANCIAL YEAR ENDED 31 MARCH 2020

BIVFEIT DONST DFEET J0NOTED TRTITI),
FIOFWT AFTFTY Qw03 10.07.2017 TOw
00T  FEEF  (oDOZD WP, ¥RIV)
ToWT 2016 (3c0T oW 06 T 2016) AT
84 TY RRT WOWTINYI),  WODOWROI
TRVT TYLTTVCN.

The Karnataka Real Estate Regulatory Authority
was established by the Government of Karnataka
vide G.O dated 10.07.2017 in exercise of the
powers conferred in Section 84 of the Real
Estate (Regulation and Development) Act
2016 (Central Act 06 of 2016).

TUFWT DODO® HReE® Ao TWRFT,
WONEROT @3 DI JeMBMOE 2.8, BwD
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We have audited the attached Balance Sheet,
Income & Expenditure Account and the Receipts
& Payments Account of Karnataka Real Estate
Regulatory Authority. Bengaluru for the year
ended 31 March 2020 under Section 19(2) of
the Comptroller and Auditor General's (Duties,
Powers and Conditions of Service) Act, 1971
read with Section 77(2) of the Real Estate
(Regulation and Development) Act. 2016
[Central Act No 16 of 2016] These financial
statements are the responsibility of the Karnataka
Real Estate Regulatory Authority's management.
Our responsibility is to express an opinion on these
financial statements based on our audit

2. B TFET ICD STTOIRGTT  [THOIW
QOPOTFL W TFWOZRGFE  ®ITST BT
QORAINT  (CAG) FROFTNYR), wﬁeﬁdwﬁé
BOWORATOZ  B[BRT, LINNORT, VIRIW
eﬁ%éwg VLRI, @ﬁwééfaeq% TRITOTBNRED
BB WHTONTRITOD F[RSTORNY, TR0
TEOTOAT WowotANY DT BREF wmBRes
JIND TR, J0NFNAL DB, WOTFIND
(BB e WY TMHEROL) WP BIZ-FRT-
FOORNFANET/HOD LOSN QTN ONRTHBN
TOWORATOB, CRFTOTTR ITOIH NCIND

[ ADROD SR [OONY RS TFesmoN
[TOTPRTT.

2. This Draft Separate Audit Report contains the
comments of the Comptroller and Auditor
General of India (CAG) on the accounting
treatment only with regard to classification,
conformity with the best accounting practices,
accounting standards and disclosure norms, etc.
Audit observations on financial transactions with
regard to compliance with the Law, Rules and
Regulations (Propriety and Regularity) and
efficiency-cum- performance aspects, etc., if any
are reported through Inspection Reports / CAG's
Audit Reports separately.
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A. BALANCE SHEET
1. ASSETS
1. Fixed Assets X 6.09 crore.

a. This includes 2 3.96 crore being expenditure
incurred by the Authority towards the interior
works carried out at its rented office building
at Unity building, Bengaluru, resulting in
overstatement of assets and understatement
of expenditure to that extent.
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B. GENERAL

1. Delay in submission of Accounts

a. In terms of State Government O.M No. FD
42 BUD 84 Dated 06.11.84. The time schedule
prescribed for submission of Accounts by the
State Autonomous Bodies for Audit is by 30th
June of succeeding year. However, the Annual
Accounts for the year 2019-20 of the Authority
were submitted for Audit on 09th November 2022
after a delay of 2 years and 131 days
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2. Non-Maintenance of Accounts in
required format as per RERA Act 2016

a. As per clause 77 (1) of The Real Estate
(Regulation and Development) Act.2016 the
Authority shall prepare a budget, maintain proper
accounts and other relevant records and prepare
an Annual Statement of Accounts in such form as
may be prescribed by the appropriate Government
in consultation with the Comptroller and Auditor
General of India. The Authority has prepared its
Accounts in Form S prescribed under Clause 48
of Karnataka Real Estate (Regulation and
Development) Rules, 2017. Since this format is
not prescribed by Government in consultation
with C&AG, the Authority has not complied
with the said clause of the Act.
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b. The Authority has not made provisions of 0.27
crore for expenditures incurred during the month
of March 2020 and payments towards the same
were made during 2020-21. This has resulted in
understatement of liabilities and expenditure
to that extent.

3. 3n% WIS ARTRHDHY B3 FENI
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3. The following deficiencies were noticed
in the maintenance of Cash Book.

a) Except for cashbooks maintained for the
accounts of the Tribunal, the cash books at
RERA were maintained in electronic form
which was not checked verified as provided
in the KFC code

Q) INTD W DI RO Aeowd IRWI
TIVANY TN, DTOWS WOT FIIOD
TBePINII, %%ﬁ@ﬁmﬁg. KFC 329 (iv) 003
TBIPOTIBH, IF ST ABWYOL.

b) Bank Reconciliation Statements were not
prepared detailing the causes for differences
between Cash Book and Bank Statements.
Certificate as per KFC 329 (iv) was also not

produced to audit.

TRRTVTY) W0F QAT [ITONE  B[IWVE W0
QTTAGT), =) TJTF/  DWOWOOT
[EHVIMON % QT [BPTT TTWF 0T
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4. The Authority did not disclose the year wise
details of cases pending and also year wise
details of amount pending for recovery from
Promoters / Agents.

5. TRRTTH) DS 2:380 EReIoNY
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5. The Authority did not reconcile the treasury
Statement with the Accounts and also the
interest received between Form 26AS and
the Accounts.
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6. Non compliances to statutory
regulations-

Section 75 of Real Estate (Regulations and
Development) Act 2016. provided that the
fees received under the Act and interest
accrued on the fees should be credited to
the Fund account constituted under the Act.

‘Further, the Fund should be applied for

meeting the expenses of salary, allowances,

©
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administrative expenses and other expenses.
The Fund should be administered by a
committee of the Authority as determined
by the Chairperson and amount should be
spent out of the Fund for carrying out the
objectives for which the Fund had been
constituted. However, it was observed that
the fees were directly credited into Deposit
Treasury Account 0216 and the amount was
not free for appropriation by the Authority.
The Fund was also not administered by a
committee of the Authority as envisioned in
the Act. The Authority submitted budgets for
expenditure periodically for relcase of funds
from the Fees Deposit Account maintained
with Treasury. The Treasury deposited the
required funds into the Bank account of RERA
for meeting the operational expenses. Thus,
the procedure of expenditure was not in
compliance with the provisions provided
in the RERA Act.
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C. Notes on Accounts and Accounting
Policies

1. Non-Declaration of Accounting Policies
and Notes

As per Form "S" for preparation of Annual
Statement of Accounts, the Authority is
required to disclose its Accounting Policies
and Notes on Accounts. However, in the
Statement of Accounts submitted to Audit.
Accounting Policies and Notes on Accounts
have not been enclosed.
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D. Impact on accounts-

The net effect on the accounts due to the
preceding paragraphs is that the assets have
been overstated by X 3.96 crore. Liabilities were
understated by 2.0.27 crore and expenditure has
been under stated by 4.23 crore. This has resulted
in overstatement of excess of Income over
expenditure by 4.23 crore.
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2019-20 S¢ mITY, BTFTH) INOTRAT
0R.3.72 3¢t ORVHIITY, WETTP) I,
BROTOZE  [PRYMON  TRF  BRITIY,
WPRBRORT, 31 TeFE 2020 ToI
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E. Grants in aid

During the year 2019-20, out of grants of 3.72
crore allotted by the Government, the Authority
utilized the full amount for its Administrative
Expenses, leaving no amount as unutilized as
on 31 March 2020.

Ko /-
QRTPOF WFPoL0E wRTL®
(ske 1), soereds
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Sd/-
Principal Accountant General
(Audit I), Karnataka

Place: Bengaluru
Date: 19" December, 2023
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Annexure

I) Adequacy of Internal Audit.

The Authority does not have a Permanent
Internal Audit Wing to examine its activities /
Transactions and Report there on. The Authority
had appointed a Chartered Accountant as its
Internal Auditor and a Report was submitted
by them during August 2022. No details
regarding action taken on the report was
furnished. The Authority has also not framed
an Internal Audit Manual

i) 20308 JAoHOTT HHTrTS:

D) TWHFTVTTY TRBWCTT  BLDOLINY
BIOH/STTING BowoLONTT),  BRWROT
OIPR)TIE  STTE30MT BRI T
JETE, IVFTR TR ARYOY,.

ii) Adequacy of Internal Control:

a) There is no Operating Manual and Accounting
Manual prescribing the processing/accounting
of transactions to be done in the Authority.

b) Seoo dchIAL 2016, C&R I0DTNALD
2016 T TRTFDHTEOT, VOFTTBRGIR,
2QOD TOWWTF, P[eTI WY FeII T,
WeIT[AL, WTEIND D) 200 Qednen
TOWORAT ATY NROPNYD FeOTOZ Fe@T
B BeITE AHTN (C&R AoHTD)
To%, ATOFONOT WVBRCTINA 308 YOLHI.
Toz,  XOTT  TTEODSeIT).  TIYTIODI,
REOFTE  TWLACKND. wISO 2022 TY
AT WNWRCTIN L0F V.

b) The Cadre & Recruitment Rules (C&R Rules)
including all matters pertaining to staff strength,
wages and salaries structure, emoluments,
perquisites and personnel policies are pending
approval from the State Government though
RERA Rules 2016, C&R Rules specified that
prior approval of the State Government was to
be obtained. The proposal was sent to Govt. in

January 2022 which is pending approval.

iii) zéd BN/ RIMTNS 033
T COROD szsm;:

TWRE, FOTRWMFD D) Tee RORTEED
TITND, LEBRCTITLND DY PEOTFRTRY,
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WOTTTEONED.  TWOTWORY) 8 AT 08T
TOSLOIODIW), IFAY T STHOZRCFIOID
O3PR)Te B TIVAMED OF DWFOINVY
QO DUTTRUIRYL  TFTNOY. ;’%d
GANY ORITW, AT JIWFLANG DT
QOPNZON JNEFOZCONY.

iii) System of physical verification of fixed
assets/ inventory:

The Authority held Tangible Assets consisting
of Building, Computers and Data Processing
Units, Furniture and Fittings. Motor Vehicles
and Office Equipment. The Authority has not
conducted Physical Verification of these
Assets and Audit could not ensure that there
were no material discrepancies or impairments.
Register of Fixed Assets was also not
maintained or updated regularly.

e /—
2T wEPoEor® wITY® ($REF 1), sooress
1255: Bonsed
QT03: 193¢ &Fowos, 2023

Sd/-
Principal Accountant General (Audit I), Karnataka

Place: Bengaluru
Date: 19" December, 2023




Statement of Impact

Amount in crore

1\?; Para Number Liabilities Assets Income Expenditure
01 Alla 00 +3.96 00 -3.96

02 B2b -0.27 00 00 27

-0.27 +3.96 00 -4.23
Liabilities understated by X Crore
Assets overstated by 2. 3.96 crore
Expenditure understated by X 4.23 crore.
Net impact- Surplus of Income over Expenditure
Overstated by X 4.23 crore
Sd/-

SR. AUDIT OFFICER/DP CELL
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