


We have audited the attached Balance Sheet of
erala Water Authority (KWA) as at
zlumr::ef[ggc z-::: ;1;3’;“2?!1:}: azti Expenditure Account for the yeartzn[dcd :n that
a _ € Comptroller & i : i
Conditions of Service) Act, 197] read Auditor General's (Duties, Powers &

with ‘
supply and Sewerage Act. 1986. The Section 29(3) & (4) of the Kerala Water

X : se financial statements include the individual
accounts of 84 major units. These financial Statements are the responsibility of the

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

1. This 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 best accounting practices, accounting
standards, disclosure norms etc. Audit observations on financial transactions
with regard to compliance with the Laws, Rules and Regulations (Propriety
and Regularity) and efficiency-cum-performance aspects etc., if any, are
reported through Inspection Reports/CAG's Audit Report separately.

We have conducted our audit in accordance with auditing standards generally
accepted in India. These standards require that we plan and perform the
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 disclosure in the financial
statements.

An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
presentation of financial statements. We believe that our audit provides a

reasonable basis for our opinion.

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) The Balance Sheet and income & Expenditure Account dealt with by
this report have been drawn up in the format approved by the State
Gu:enfment under Section 29(i) of the Kerala Water Supply and

Sewerage Act 1986. |
maintenance of books of accounts and other

T y ‘s tem of Son e
(1) lﬂlﬂu:;l’::é:;l:y:s required under Section (29) (1) of Kerala Water
relevan ~
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2.34
2.3.i.a
2.3.4.a.

of FD resul
u-mm.oa.anm.mmmmw S :
ts and understatement of bank balance by ¥

Inventory - ¥ 85.21 crore

!h.!nl o : :

(i) Closing inventory was not Phl"icany_venﬁ’d o .{tn
March 2010. The balarices appearing in the accounts
book balances which were not reconciled with the bala
Stores Ledger (PSL). : T—

(i) The value of stores, tools and spares included in the inventory ,
appearing in the accounts (¥ 78.06 crore) was net of negative bal;
against different items of materials in the different Divisions. It
observed that the negative balances resulted out of (a) non-transfer of
value of opening stock held at the time of formation of each KWA Division
Store from HO Accounts (b) erroneous accounting of stores transact;
and (c) omissions in accounting of receipts, issues or both.

1R

(i1i) Test check revealed that no value adjustments have been carried out

in respect of shortages/excesses detected during physical verification
conducted from time to time at ARU level. |

(iv) Provisions for obsolescence also have not been created against several
items reported as obsolete in the different physical verification reports.

In the absence of proper stores accounts as well as stores control systems,

stock values appearing in the accounts does not reflect the cost/realisable

va..lue of the actual quantities of stock of different materials in the different
Divisions.

The above lapses were rep
action is taken.

eatedly pointed out in Audit, but no corrective







aintained Statements ¥ 41,4

2.3.i.c.i.d As per the record m shown in Bank | By
nst balance . (Secretary’s (

:ia;m&o:«'r:[ .\'ll:;:‘rl.ﬂﬁ. had not been reconciled. { | ’ |

Office) B o
9.3.i.cie. The Chief Engineer (JICA) did not ﬂﬂrﬂdt “;:ﬁ:l’;ﬁ . .
T count witl:wdSBiT. K?;:“mpmﬁﬂnf: ebits (€0.12 crore) in Bank pasy |
tl . t th‘- '.:
without t:;:la:tiw ml:rlnl in the cash book, excess debit by nk oy
crore) etc. &

« 0 1 . ¢~ 2l
n c..h (ol
As a result of the inclusion of this suspense gl ccoun
not in a position to verify the accounts to that
2.3.i t Liabilities an ns - 8

3., MM&M b
il 'mis?nocludt::r;:hit balance of T 116 crore under thf 'h‘eld ‘Sundry cre V
Suppliers’ resulting in understatement of current liabilities. The debit t T
under ‘current liability’ is due to the reason that though the subdivisiony
were making/accounting payment to suppliers, the stock nccnunﬂn_g ournals

were passed only at Division level.

fad
N |

2.3.ii.b. Control Account Balances - T 7.58crore 3
This includes three balances {collections, capital expenditure- M and capital
expenditure-0) amounting to ¥ 7.58crore. As this head is used as intermediary}
head, which should have been nullified through appropriate adjusting/}
transfer entries, the inclusion of this unadjusted head has resulted in
overstatement of current liabilities & provisions by ¥ 7.58crore.

Though pointed out earlier, no action is taken to correct the persistent}
deficiency.

2.34i.c  The account balances under advances were also not supported by.pﬁ@
wise details of supplier/contractor, Position of pending supplies/services a5
on 31 March 2010 in respect of Divisions selectively test checked also reve e
that adjustments were not systematically made under this account. hel
extent of overstatement was however, not ascertainable, in the bsence o

relevant records. KWA has not tak ¥ 5 3 P
out repeatedly. €N any corrective action despite pointiné
N
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2.2

concepts of reve recogniti
operating incoml:u:u ovg:i:::t;:n e Tug bsiaviAl & reault, K
statement of current assets (Su by ¥ 54.12¢crore with respective over

ndry Debtors -Consum
Expenditure &

Administrative enses (Schedule R) - ¥ 3.15 crore

No provision has been made in the acco
2 unts towards guarantee commission
1; vﬁ ::. t:'h f:tmmen} of Kerala for the period 2009-1?}1 towards guarantees
e {:.:: availed from LIC of India and HUDCO, as disclosed in the
yesis :03. ernment had ordered (October 2004) that guarantee
nission payable shall not be waived under any circumstances as per
specific stipulation under Section 5 of Kerala Ceiling on Government
Guarapt;:.e Act, 2003. Request made by the Authority for waiver of guarantee
commission was also turned down by Government. Non provision of guarantee

Fommission tantamount to understatement of excess of expenditure over
income as well as current liabilities by ¥ 1.28 crore.

Prior Period tments (Schedule W) - (¥ 0.49 crore

No provision has been made in the accounts towards guarantce commission
payable to Government of Kerala up to 2007-08 in respect of guarantees
given for the loans obtained from LIC of India and HUDCO, as disclosed in
the Notes 1.03. Government had ordered (October 2004] that guarantee
commission payable shall not be waived under any circumstances as per
specific stipulation under Section 5 of Kerala Ceiling on Government
Guarantee Act, 2003. Requests made by the Authority for waiver of guarantee
commission were also turned down by Government. Non provision of
guarantee commission tantamount to understatement of excess of
expenditure over income as well as current liabilities by ¥ 26.76crore.

Notes on accounts for the year ended 31 March 2010. Non disclosure g '
Accounting Policies.

L According to the Accounts Manual framed under Regulation 65(F) of
the Act, provision for gratuity and pension liability accrued shall be
made in the accounts of the Authority, in such manner as may be
deemed appropriate by the Authority. But as disclosed under Notes on
Accounts (Para 1.07.04) liability of gratuity a:;u.i pension is heiugﬂ
accounted on cash basis. This is against the provisions of the Accounts

Manual and normal ac ting principles. 4

o Policies adopted and followed hjrthr. \uthc

II.'| _"-_, I :
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I. Internal Audit System.

d by the X
Audit of KWA is conducte ; tect el
:::.T,:: {:munu]. Internal auditors, as an independe Yy

ial and other depar

evaluate the level of compliance witt.: th: financ : fn e 18 :
1 ce manage

procedures and provide assuran th ment on the adequ

of the existing internal controls, |
The duties of the internal Auditor includes the matters like e

e iy -

. s ot T .-;‘?

- All offices of the Authority are covered by the internal audit party at I“f"'
two years. :

- Prepare and adhere to quarterly audit program.
< Submission of audit report, take necessary follow up action etc.

Adequacy and effectiveness of the internal control n.:echan_Jsm, lncludxng

system of internal audit, in the organization was rewewlcd n 'audlt ha
test check of the records of the Headquarters units and nine units fur‘the pemﬂ
2009-10. The evaluation revealed weaknesses relating to noncompliance with
sound accounting principles, in the areas of financial control, budgetory contro,

expenditure control and operational controls ete., which have not been pointed
out in internal audit.

The major deficiencies noticed were as follows

-

No internal audit manual is prepared or followed in the Authority

Poor coverage of units - As per the Administrative Report for 2009-10, there are

12 circle offices, 45 Divisions and 110 Sub divisions under the regional offices of
which the Internal Audit team inspected only seven units,

*  The audit program and consolidated audit report were not seen prepared.

Internal Audit coverage ; ughly I.

ge 1s thoroughly
be strengthened the size and nature of Authority. B
II. Adequacy of Internal Control System. ;

Management that financi
safeguarded and reliale ; ;

ent and offective,

Crence to the Provisions of Statutes,

=2yt s o 10
el bived >


















KERALA WATER AUTHORITY
SCHEDULES FORMING Pmormmcﬁsr-esrasmai'mm-l.

{Amount in T)
SCHEDULE - A
CONTRIBUTIONS & GRANTS
1 Netvalue of Assets taken over from erstwhile P.HE.D 4 mﬁa.zr.m
2  Contribution & Grants from Government of Kerala 20,28,01,96,546
3 Interest free fund from GOK 8,39, 13,01_,:q

Less : Amount released to :

a, Urban L.C.S Schemes

b. Rural L.C.S Schemes

c¢. Kerala Urban Development Project

4  Contribution & Grants from Government of India
Less : Amount released to District Collectors and Kerala
Rural Water Sanitation Agency

Donated capital assets
Capital contribution from other sources

o on

1 Loan from LIC of India
2  Loanfrom HUDCO
3  Bank Loan

SCHEDULE - D
UNSECURED LOANS & DEPOSITS

meaondm
Interest accured on GOK Loan
Deposit from local bodies

Security Deposit
Earnest Money Deposit
wm&s‘mﬂﬂ%ncﬁnnm

Deposit work-Wa

B~ E WK =

3,65,25,750
39497200
3.60,00,000

8,27,92,78412
8,12,33, 7?.65‘
1,72,49,77,625

5.39,84,00,029
18,14,530
42,59,81,445

39.73,00,98,697

1 '49139 .1?2

3,27,03,13,603
4,76,43,10,775

13,56,18,00,000
2:46,60.46,000
1,12,49,78.290
1.79.34,077

3 sms.m







SCHEDULES FORMING PART OF BALANCE SHEET (Contd....)

KERALA WATER AUTHORITY

CURRENT YEAR
(Amount in 1)
SCHEDULE - F
INVESTMENTS
Investment for Pension / PF R84
SCHEDULE -G
CURRENT ASSETS
1 Inventory : .
a. Stores, Tools & Spares 78.36.38.283
b. Consumables 6.84,13.852
¢. Others =
85,20,52,135
2  Sundry Debtors :
a. Consumers
i. Local bodies dues - water & maintenance charges 2,17.37,51227
il. Domestic, Non-domestic & Industrial dues 2,17,92,40,535
b. LIC Loan repayment due from Local Bodies 17,61,43,755
c. Others 96,08,521
5,13,87,44,038
3 Cash & Bank Balances :
a. Bank & Treasury balances 3.31,78,00,537
b. Cheques & Bills in transit =
c. Cash on hand 1,92,22 367
3,33,70,22,904
4 Other Current Assets - '
Inter office & other Suspense (1,05,16,50,410)
account balances
8,27,61,50,667
Finance Manager & Chief Accounts Officer

Technical Member

-












KERALA WATER AUTHORITY
£ & EXPENDITURE ACCOUNT (Cc

SCHEDULES FORMING PART OF INCOM

OTHER NON-OPERATING INCOME
25,13,612
1 Income as recoveries 54
31,486
2 Claims recoverable
Miscellaneous Income 8,19,02,328
S i 62,44,47,420
SCHEDULE - P
OPERATING & MAINTENANCE EXPENSES
1 Consumption of Stores, Tools & Spares 7,20,26,922
2 Consumables 4,54 30,607
3  Power charges 1,54,04,41,852
4 Insurance 8,31,613
5  Other operating expenses 2,60,16,134
6  Repairs & Maintenance of water supply 37,72,64,626
7  Repair & Maintenance of sewerage 5,21,11,046
8  Vehicle maintenance 1,92,06,497
2,13,33,29,387
SCHEDULE - Q
OFFICE EXPENSES
1 Rent 17,24 ,866
2 Rates & Taxes 22,05,676
3 Poslage, Telegram, Telephone & Telex 99,86.667
4 Printing & Stationery 1,16,04.539
5  Exhibition & Publicity Vepn
1.45,01,181
6  Training & other expenses
o 1.06,15,373
T Eleciicity charges 2,56,31,597
8  Other office expenses Eurt,
er expe 99,57.940
SCHEDULE - R AL
ADMINISTRATIVE EXPENSES
! Board meeting expenses
2 Professicinal fees 2.95,043
3 Payment to auditors 1.08,27,794
4 Bank Charges 56,73,303
5 Other administrative ex 17.52,446
m L]
s 1,29,13,934
3,14,62,520

CURRENT YEAR  (Amount in
AL
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2 Application of Funds
2.1 Fixed Assets (Schedule

2.14.

2.1.4

2.1.1ii

2. 1.iil.a

ET 5057.50 Crore. n

The Fixed Assets created by the authority whi;hvﬁn
and width of the state and under the control DM“ j_ndp | of
Water Authority. The verification ui: all the tinr, _
network is cumbersome and expensive. Hence p t.’i B
end of every year is not carried out regularly. Sys -.,

cost of the pipe lines and connected fixtures got ‘ SIT
works etc would be done in the books of ?wounts in the { o1
while incorporating the correction entnc:s suggested by-;mi
appointed for updating the fixed asset register and the matters
with fixed assets.

Gross Block T 2330.74 Crore

The fixed asset register of the authority have been updated till 3
by appointing a consultant for the same. Updating of fixed assets
the years from 2005-06 to 2011-12 have been entrusted to M/s
Jacob and company. Capitalization of fixed assets created and |
during the year 2009-10 and creation of the resulting depreciation re
will be done while incorporating the entries suggested by themnmﬂ”"'
receipt of the final report. :

Capital Work in Progress (CWIP) ¥ 3633.82 Crore
Interest Pending Capitalization- T 216.46 Crore

!tucllit observation noted. The total amount of Z121.46 Crore relating to
period 1998 to 2004 have been nullified on 31-03-2005 while incorr
the entries suggested by the consultant appointed for updating fixed s

register of the authority up to 31-03-2005. Since K '
h erala Wa hc
have already been hired the servic i
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2.2

2.3
2.3.1.
2.3.1.a.
2.3.1.a.1

(i)

(i)

Investments (Schedule F) ¥ 33.84 Crore,

The cheque for an amount of T 4.00 Crore towards FD was given to the
E:ea:ury on 31-3-2010. However the FD receipt issued by the treasury showed
¢ date as 07- 04-2010. The cheque for € 4,00 Crore have been shown in

the bank reconciliation for the month of March 2010. More over the fact has
already been disclosed in notes to accounts. Note 2.04.6

Net Current Assets Schedule G ¥ 502.77 Crore
Current Assets Schedule G ¥ 827.62 Crore
Inventory T 85.21 Crore

General

The volume of stock of materials laying in different divisions of Kerala Water
Authority is very huge and annual physical verification of all the stores is
cumbersome and expensive, Hence physical verification at the end of every
year is not carried out regularly. But physical verification is being undertaken
by stock verification team during their field inspection and action is being
taken for rectifying any surplus / shortages reported. Directions have already

been issued to the concerned officers to reconcile the PSL and rectify the
errors if any.

The consultant appointed for updating the Fixed Asset and Analysis of asset
related items had submitted the division wise breakup of stock as on 31/
03/2005. This balance will be transferred to the Division and the stock
position will be updated in the forth coming year's accounts. The consultant
have been appointed for updating the fixed asset register and analysis of
asset related items for a further period from 2005-06 to 2010-12, As soon as
the work is completed, the accounts will reflect the correct balance of stock.

(iii) & (iv) As stated above, KWA will account for the discrepancy on crystallizing the

2.3.i.b
2.3.1.bi

actual deficiency/excess. KWA has initiated action to find all the items to
be disposed off, then they will be classified and grouped on the basis of the
material, the condition of the article and value has to be assessed. A fair
and transparent mode of disposal as per rules a relevant provisions of
departmental code for disposal of the articles is being charted out so as to
realize the maximum value of disposed items commensurate with the
assessed value and category.

Sundry Debtors ¥ 513.87 Crore

Water Authority has not analyzed the demands raised on each individual
consumers and given provision for doubtful debt as the Authority assumes
that the full dues will be collected. The demand for water charge is raised
on monthly based on the Provisional Invoice Card (PIC) / actual consumption,
Efforts are taken to trace out the unidentified connections and action would
be taken to find the reason for the same remaining as unidentifified.
Necessary action based on the field reality will be taken and necessary

3
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Reply to Annexure - I

L

Adequacy of internal audit system.

The present internal audit wing in Kerala Water Authority is functioning
satisfactorily. However based on the comments of the audit party that the internal
audit coverage is inadequate and that the same needs to be strengthened, action
will be taken to strengthen the unit.

Adequacy of internal control system.

Allotment of funds is made on the basis of the budget preparcd and approved by
the authority. If more funds are required for a scheme than the budget allotment,
necessary funds are allotted after obtaining the sanction of the Managing Director.
The funds allotted over and above the budget provision would then be included in
the revised budget for the relevant year while preparing the budget for the next
year which is approved by the board.

ii&iii Necessary directions have already been issued to all the Account Rendering

v,

Units to effect periodical reconciliation of cash balances with bank/ treasury
records and to make necessary entries in the books of accounts during the relevant
year itself.

The volume of stock of materials laying in different divisions of Kerala Water
Authority is very huge and annual physical verification of all the stores is
cumbersome and expensive, However, periodical physical verification is being
undertaken by stock verification sub divisions of Kerala Water Authority during
their field inspection and differences if any are reported for further action. ‘When
a shortage/loss of stock is reported action is initiated to crystalize the lability.
This is a time consuming process, Based on the observation of the audit, concerned
divisions are instructed to speed up the process. The inter-divisional transfers of
stores are done as per the revised procedure introduced by the Kerala Water
Authority to avoid delay. The reconciliation of the inter office materials account
is in progress. Moreover the consultant appointed for analyzing the fixed asscts
and related items of the authority will rectify the inter office transfer of materials
on finalization of their work up to 31-03-2012.

The divisions have been instructed to keep the financial ledgers, subsidiary ledgers,
journal entries and supporting vouchers up to date. Instructions have been issued
to the divisions to incorporate the corrections [ revisions made by the head
office, in their books of accounts so that there will not be any difference in the
opening balance of the unit trial balance with balance in the head office tnal
balance. Head office section has been instructed not to make any corrections in
the account balances of the divisions / sub divisions without proposing journal
entries and recording reasons for corrections.

Action is being taken to computerize the billing and collection of water charge in
all the revenue collection centers. Revenue, being water charges due to the
authority, is arrived as per the meter reading recorded which is the method

36
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