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Borkar &l Muzumdar, Chartered Accountants

INTERNAL AUDIT REPORT

Rourkela Municipal Corporation

For the period 01.10.2016 to 31.03.2017

INTRODUCTION

As per the 2011 census, the population of Rowkela Municipal Corporation is 2.72
lakhs, but the recent inclusion of the outgrowth area with a population of .47 lakhs has
increased it to 3.2 Lakh. The city is recently declared as the Smart City of the Country.
Being declared as the Smart City thé priority will be given for the adequate water
supply, sanitation including sold waste management, drainage, sewerage and public
transportation. The Smart Cities initiative envisions public-private partnerships (PPPs)
and municipal bonds filling large portions of the funding gap. This need to raise funds
from open market opportunities to domestic and foreign investors in public-private
partnerships in many sectors, including IT infrastructure, energy management,
environmental sustainability, GIS mapping, engineering, and samitation. Municipal
bonds can only be invited when the Corporation has good credit worthiness, Rourkela
is famous as the Steel city of Odisha. It is & prominent industrial city of the country
with presence of the Rourkela Steel Plant. Rourkela also houses a Fertilizer plant, L&T
casting ete. It has evolved as one of the major ferrous based industrial hub. The
economic activities of the city revolve around industrial activity, mining and support

SETVICES.

Herewith we are submitting the internal audit report in accordance with the scope and
Irmmework provided to us as per the agreement letter no. HUD/25286 Dt. 27.10.2016.
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A, Credit Rating of Rourkela Municipal Corporation

ﬂ

The city was declared as the Smart City of the Country. In order to meet the funding gap
the RMC will issue the municipal bond in the open market. The municipal bond can oniy
be when there is adequate crexit worthiness. The credit worthiness largely depends upon
the own revenue generation. Further Credit Rating is one of the mandatory Reform
milestones as per the AMRUT puidelines. As per the rating analysis by the ICRA the
Municipal Corporation was awarded BB rating,

Enless the RMC pet af least rating of AA in Credit Rating muanicipal bond cannot be invited
from the open market, For obtaining the rating of AA the Corporation should have sound
own revenue generation. It is noticed that the RMC revenue base is largely dependent on
the SFC transfers from the State Government, particularly compensation against QOctroi,
which accounted for over 5004 of the total revenue receipts in the last five years, The
rating also takes into account the challenges in identifying new properties and bringing
them under the tax ambit due to lack of plan sanction functions with the RMC and low
coverage of commercial properties in the ¢ity under the tax as well as license network.
Thus the RMC should take necessary steps to improve the own source of revenue so that
the ratings can be improved.

In addition to that Implementation of key reforms such as introduction of e-governance
in key functions would also remain critical for an overall improvement in the
cotporation’s efficiency. Although initiatives such as an online grievance redressal
system are already operational, effective implementation of other initiatives in a timely
manner would be a key determinant of the RMC’s ability to improve its overall
performance. .
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B. Revenue Enhancement

L. PROFERTY TAX .
Property Tax is the principal source of revenue in urban Jocal bodies. Qut of the tax and

non tax revenue usuaily more than 50% of the revernue comes from the source of the
property tax. In our previous audit reports we have focused how to improve the income
under the head property tax.
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In Rourkela Municipal Corporation there are 16618 nos. of Holdings exists
(Private-15975, Government-643=16618) in 24 tax wards. In the mean tune the
Corporation has assessed 94 new holdings. At present there arg 24 nos. holding tax
collectors are in position. Municipal Couneil has fixed the rate of tax on
31.03.2016. A detail of area wise tax imposed is given in the following table.
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Ward No. _ Percentage of Tax imposed | 71 o4 of tax
Holding Light Water Drain
457 8,9,.28.29.30,32
33,14 ,15,16,17, 18, 19, 10% 3% Nil 2% 15%
20,21 & 22
1,2,3,6& 31 1% 3% Nii - 13

For the financial year 2016-17 the RMC has fixed the holding targets as follows:

Type of Holdings ﬁé@“"wmﬂ . Target for the year 2016-17
Asrear Current Total
Private Holding 15975 28353350 | 33417526 61970876
| Gowt. Holding 643 5308232 2071782 7380014
Grand Total 16618 33861582 | 35489308 69350890

We have made a detailed analysis of the total collectable and un collectable demand which is

as follows:
1 | Certificate Case 1618069 393055 2011128
2 | High Court Case 2435806 1496707 3932513
3 | Govt. Holdings 5308232 2071782 7380014
4 | Un-coliectable Demand 1067 1589373 254396 1843769
Total 769 10951480 4215944 15167424
Actual Demangd 16618 33861582 35489308 69350890
Collectable Demand 15849 22910162 31271364 54183466

In order to achieve the above holding targets the RMC has fixed the monthly holding
collection targets amang the 26 Nos, of tax collectors.
The Demand Collection Balance (DCB) position of holding taxes in respect of RMC for the

year ending 31% March 2017 is as
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Current Total Arrear Current Total m

£ /

; w_”._.wmm 15975 | 28553350 {33417526 | 61970876 | 16127797 | 25395860 41523657 | 12425553 | 8021666 | 20447219 ¢

“ :

: Hﬂ__s@ 643 5308232 | 2071782 | 7380014 | 277806 1247077 | 1524883 | 5030426 | 824705 | 5855131 m

: !
; Total 16618 | 33861582 | 35489308 | 69350890 | 16405603 | 26642937 | 43048540 | 17455979 | 8846371 | 26302350 b

] m
; ¢

. It can be observed from the above table that: m

: For Private Holdings: m

_ Total Demand: 61970876 m
- Tota] Colleetion: 41523657 !
H

| Thus the overall collection efficiency of the municipality from Private Holdings is 67%b. “
|- For Government Holdings:
| Tota) Demand; 7380014 )
| Total Colleetion: 1524883 . M._
Thus the overall collection efficiency of the municipality from Govt, Holdings is 21 %b. ‘
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