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: Sir, _ ' : _ _ o
I am directed to enclose herewith a copy of D.O. letter No. 8-2/2012.y1aA }
dated 7"  February, 2012 ~and No. PAO/MHRD/Accoypting {

Standards/Edu/Inst/2012 dated 23" May, 2012 along with Repopy o |
Implementation of Accounting Standards in Educational Institutions regejyed
from Joint Secretary, Ministry of Human Resource Development, Goyt of | |
India, New Delhi which is self explanatory. '

The Report can also be accessed from the UGC  wepgite

_ (www.uge.ac.in)., - | A |
o You are requested to forward the same for compliance to a1 (pe
" recognized institutions under your Regional Office and take necessary fo)10y

up action.
: ‘ : Yours faithfu“y ;
| Encls: As above . 5~ ’ '
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- Government of India -~
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Shastrl Bhawan New Delhi.

Dated: 23“_” May, 2012 "

"Suhjec‘.t Implementation  of accbuntmg standards in - educational "i-ns'ntutions of

- Repartment of Higher. Education and Depariment of School Educa‘c]on &
' theracy Lmder thﬁ Mmistr‘y of Human Resource Davelapment, ' .

..........

Attention ls invited 10 IFD's letter of even number dated 1% February, 2012 on he

- above cifed subject It had been decided to start the process for national consultations. .

e

Wi

for which Burgau Heads were requested to first disgeminate the account:ng _standards o
all edycational instltutlggg in_their admmtﬂtmﬂvﬂ_purwew and thoreaftar. _organise
appropriate consuitations in order to create awareness about thé piopesed changas ang
obtgin comments on the modalities of implementation, stc. by the targst date, Thirgly,
UGG, AIGTE, NVS, Kv8, CBSE, Slate Universities, State Boards of Secondary

Education, ate. were fo be addressed by Aclmlnistratwe Bureau Heads to orgamse

consultatrons with ”"IEIIF afﬂhate mstltutmns

2. In order to assess the progreas made in this regardl alr Buraau Heads in the
Departments of Higher Education and School Bducation & Literacy are requested to
kindly fumish & status note on the steps taken by them till now and the progress made
with regard to national consuliations, Progress made by mstitutlons sush as, UGG, efe.
is also required urgently.

3, Ths mformatlcm giving the detalls may kincly be furmshed o the Lmders|gned
latest by 30"‘ Ma% 2012 positively.
\u
ep

Joint Secretary & F_lnanciéll Adviser

1 All Burgau Meads i in the Departments of Higher Edugation and thool Education
& Literazy, _

2. CCA-

3 All Divisional Meads in the Departments of Higher Educatlon and School
Education & L!teracy .

COpy for mformahon to .

P3 to HRM

RS to MOS(DP)

P& to MOS({EA)

Sr.PPS to Secratary(HE)
Sr.PPS to Secretary(SEAL)
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SGOVERNMENT OF INDIA

DEFARTMENT OF ‘HIGHER EDUCATION |
© SHASTRI BHAVAN
© NEW DELHI10115
07" Fébruary, 2012 .

Cear é}f U ) S P

: I am writing to you to convey the decision of this ‘Ministry to implement the new
system of accountmg and financial reporting from the financial year 2013 -14 to ensurs
proper accountablht\/, financial discipline, ehd use of funds and to meet the needs of

stakeholders The report of the ‘working group to formulate a unlform aééndhtmg
standard for educatlona! institutions, accep’fed by this Mtnfstry 15 enclosed

2. Itis |mportan’t at this juncture to dissemninate these standards to all educational
institutiotis within the preview of. UGC to make them aware about these and to be in
H readiness for implementatlon from 2013-14, '

i
!
e

._|'- e T . . .
he3 3, A consultation process with its affiliating institutions has to be undertaken by
— £ .
g“ © UGC to create awareness about the proposed changes and for obtaining commeants on
T the modality of implementation etc. by the target date This consultation process has to

be completed by March, 2012,

4, Subseqtiently, UGC has to take up capacity building programme in association
with Institute of Chartered Accountants of India to tram the staff of Central Universities
and affiliated colleges.

5, I'shall be grateful if you can look into the matter and formulate an action plan for
smoath !mplementatlon of these standards by all Central Universities,
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PR Chairman, _
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' INTRODUCTION

Education is on the ’Concurrtmt list’ subject to Entry 66 in the Union List of the

Constitution. This makes both Central and State Government résponsible to make policies

to provide for the p]a_nned developrnent of educational institutions, inculcation of healthy
educational practice, maintenance and improvement in the standards of education and
better organisation, discipline and control over “educational institutions with a view to
fostering the harmonicus development of the mental and physn:al faculties of students, At
present, Ministry of Human Resource & Development (MHRD) regulates education in

India and operates mainly. through two departments, namely Department of School

‘Education & Literacy and Department of Higher Educatmn

The hjgher education system in India has grown in a remarkable way, particularly in-the
post-independence. perrod It is the third largest systern in the world, after Chma and the
United States. : SCHELIEEEE

University-level Institutions in India

Type of Institution o 2002 | 2006 | 2007 | 2009 | 2010

Central Universities o ' ' 18 20. | 25 40 41
State Universities . - - 178 | 217 [231 |234 | 257
Institutions Deemed to be Universities ' 52 102 | 102 {128 |130 -
Institutions of National Importance ' :

- by State Legislation - |5 |5 |5 |5 |5

- by Central Legislation 12 |18 |33 |39 |39
Private Universities L - 10 |21 |21 |é1
Total - - 265 [367 |367 |467 |533

The fi f gures for 2010 are wp fo 01.07.2014; taken fmm UGC Report

The total grant from M]’mstry of Finance to Department of Higher Education in budget

2011-2012 for plan expenditure is Rs.18100 crores and for Non-Plan expenditure is Rs. 8812
crores amounting to Rs. 21912 crores. -




Central Government is responsible for frammg ma]or pohcy relatinig to higher education in
the country. It prov1des grants to UGC and’ establishes central 1universities in the country.

The Central Government is also responsible for declaration of Education Institutions as -

- Deemed to be University’ on the recommendation of the UGC. State’ Governments are
responsible for establishment of State Universities and colleges;, and provide plan grants
for their development and non-plan grants for their maintenance. The coordination and.
cooperation between the Union and the States is brought about in the field of educatlon
through the Central Adwsory Board of Educahon (CABE) ' '

In the env1ronment of various Statutes and Leglslatlons governing the educatton sector

across India and varied interpretation of certain terms- under the related laws by the -

]ud1c1ary, there is no uniformity. in preparation and presentation of financial statemenits.

Also, there is an apparent lack of awareness as to the applicability of the accountmg'

standards 1ssued by the Institute of Chartered Accountants of India (ICAI)

- Given the historical b'ackground of development of educational institutions primarily as a
not—fo1-prof1t activity, accounting and financial reporting practices followed by non-
governmental educational institutions have been oriented towards meeting the needs of
the governing bodies running the educational institutions. However, in recent years, with
increase in government aid to educational institutions particularly .in the form of
concessions and incentives, increased fees charged. from the students and increased
donations by certaint donor-agencies, greater need is being felt for accountability of the
financial resources used by the educational institutions. - '

Moreover, the ptesent system of accounting and financial 1eporting”follo{ved by -

educational institution does not meet the accountability COncerns of the donors, including
government and other stakeholders such as members/ benef1c1ar1es govemmg board,
management staff, volunteers and general public as educational mstltutlons in India

follow not only diverse accounting practices but also different basis bf accounting. Due to

these factors, the financial statements of various educational institutions are incomparable,

A need is, therefore, being felt for improved accountablhty of the financial resources used’ -

by the educational institution. A sound accounting and financial reporting framework acts
‘as an important mgredlent for promoting accountablhty and for development of
Education Sector.

Following are some of the factors indicating the diversity in accounting practices being
followed by the educational institutions:




o Lack of awareness as to
o benefits of adopting sound accountmg practlces
e apphcablhty of accountmg standards formulated by the ICAI

) Adoptmn of different basis of accountmg Current accountmg practlces by various
~ educational institutions vary from that on cash basis, accrual basis to a hybrid form
of accountmg i.e. amix of both cash arld accrual bagis of accountmg

. Imﬁdcf of 'other laws - The existing ' accou'nting' practicés in the educational .
 institutions are generally driven by the requlrements of the tax and other laws such
as Indian Trust Act, 1882, Various State Trusts Act, Socretles Reglstratlon Act, 1860

- rather than with a view to reflect a true and fair view of the state of affairs and
results of the activities carrled on by the institution durmg the 3 year '

) As a result of the above factors the existing accountmg practrces of the educatlonal
mstltutlons have the followmg characterlstlcs '

. There is no standard basis of accoun‘dng' .béi:ng followed by educational
institutions, Cash, hybud acerual and modified cash/accrual basis of accountmg'

are being followed.

e The Accounting Stand ards formulated by the Institute of Chartered Accountants
of India, are generally not being applied.

o There is lack of uniformity in presentation of financial statements.
e There are different disclosure practices being followed.
@ Thereis diversity in terminology and accoﬁnting policies being adopted.

o There is no proper reporting, whereby end- -use of earmalked or restricted funds-
can be verified.

" In view 'of the above, information provided by the financial statements of. different

educational institutions is not uniform or comparable, This has given rise to confusion and
misunderstanding among the users of financial information provided by educational

institutions.”
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Here it may ‘be empha51sed that wherever the educa‘aonal msﬂhl’clon is mcorporated
' under section 25 of the Comparues Act, 1956 they are already requlred to prepare the

~ financial statements as per Schedule VI to the Comparues Act and accounting standards

are already applicable to them.

Moreover ’Prefaee to the Statements of Accountmg Standards issued by the ICAI clarifies
that even if a small portion of a charitable organisation is considered to be commercial,
_lndustrlal or business in nature, then it cannot claim exemptlon from application of
accounting standards. In that case, Accounting Standards shall apply to the entity as a
- whole and not only to commercial, industrial or business transactions. This para assumes
slgmf;cance in the light of the fact that many educahona] institutions which are otherwise
being run on grants, subsidies, etc. are running various management or certificate courses;
‘executive development programmes which are earning - substantial sums for the
institutions. Such institutions cannot claim exemption from application of accounting
standards citing theix status of charitable or non-commercial organisation.

2. BACKGROUND

A meeting was held with Shri Kapil Sibal, Hon'ble Minister for Human Resource

Development, Government of India in January, 2011 where Ms. Vibha Puri Das, Secretary,
Higher Bducation and Ms. Anshu Vaish, Secretary, School Education and Literacy were
also present. It was followed up with a meeting with Ms. Vibha Puri Das, Secretary,
Higher Education in the Ministry of HRD tfo discuss the implementation of accounting
Standards in all educational institutions. The Tnstitute made a brief presentation “Role of
Professionals : Pavmg way for Excellence in Higher Education” mforrrung the role of the

"Instltute and chartered accountant professionals can play. It was discussed to form a
working group to lock into applicability of accounting standards to educational
institutions and to modify the same, if required to make them applicable to all educational -

institutions so as to ensure more accountability & transparency in the system..
Accordingly, a working group was formed comprising of: '

Nominated from Ministry of HRD
1. Mrs, Neelam Sudhir Kumatr, Controller-of Accounts, erustry of HRD

2. Shri N. U. Siddiqui, Former Finance Officer, Jamia Millia University
3 Shri AK. Dogra, Financial Adviser, University Grants Commission -
4 Shri M. Arumugan, Dy. Commissioner (Fmance), Kendnya V1dyalaya
Sangathan New Delhi.

P




N ommated bjg the ICA

.5 . CA.G. Ramaswamy, President, ICAT

6. . CA.Jaydeep N. Shah, Vice- Pre51dent ICAI _
7.  CA. Amarjit Chopra, Chairman, Professional Development Committee i -
8 CA. Manoj Fadms Chairman, Accountlng Standards Board '

ASLStEd_B}E . o
1. Dr. Avmash Chander Techmcal Dlrector ICAI

2.0 Shri Vl]ay Kapur Director, Board of Studies, ICAI and the then Secre’cary, | .
Professional Development Committee, ICAI -

- 3_.- .CA. Namrata Khandelwal, A551stant Secretary, ICA.I and now, Secre{ary, |

N

Professmnal Development Cormmttee ICAI

_ OBJECTIVES O‘FTHE'STUDY

The ob]ectwe of this S’cudy is to recommend the followmg, Wlth a view to harmonlse the
diverse accountmg pr actlces bemg fol]owed in educational institutions.

4,

To recommend an approprla’te method of acc:ountmg to be followed along w1’rh the
financial control gmdehnes

To 1'et:ommend relevant accounting standards for preparation and presentation of
financial statements in educational institutions.

To recommend the resultant Uniform Accounting & Reporting Framework,
including the application of sound accounting principles pertaining to recognition,
measurement and disclosure of various items of income and expenses, assets and
liabilities in the financial statements of educational institutions keeping in view the -
peculiarities of the activities of Institutions.

To suggest standardised formats of financial statements for educational institutions.

SCOTE

. The contents of this report are primarily 'applicable to the educational
institutions regulated by Department of ngher Education, . Ministry of ‘
Human Resource Development.




o . Recommended for State Universities, ‘Institutions Deemed to be Universities,

Institutions of Nahonal Impmtance (by S’rate Leglslahon) and Private -

~ Universities also

»  This report is alﬁplicable not only to the ed.tlcational activities but also to

~ other incidental activities mcludmg income generatmg activities carned on
by educatlonal institutions. :

° -This report focuses on presenhng a standard1zed framework for preparahon '

and presentation of financial statements in educational institutions, using
sound accounting prmclples pertammg to recogmhon measurement and

disclosures. Therefore, the requiremenits of .various Acts mcludmg the.
* Income-tax Act, 1961 and the Foreign Contnbutlon (Regula’tlon) Act 1976 do

not form part of this report

° To the extent possible, schools may also consider implementirig this report

" for better disclosure, transparency and accountability in their financial
statements. -

. For the purpose of this rep01t an educatlonal institution is considered as the

~ reporting entity and, therefore, it has.to keep sepalate books of account and
has to prepare separate financial statements. Thus, if a society or a trust runs

two educational institutions, each educational institution should maintain its

separate hooks of account and prepare separate financial statements as
recommended in this report. This, however, does not preclude the society or

the trust from preparation of the financial statements, of the society or the .
trust as a whole, including therein income, expenses, assets and liabilities .

pe1ta1nmg to the educational mstltutlon(s) established by .it, as per the
requirements of any statute or a re gulator.or otherwise.

5. ACCOUNTING - STANDARDS AND THEIR APPLICABILITY TO'

EDUCATIONAL INSTITUTIONS -

Accounting is often said to be a social science. It operates in an open and ever changing '

economic environment. The nature of transactions entered into by various enterprises and
the circumstances surrounding such transactions differ widely. This characteristic of

¢
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| ) accountmg measurements hlstoncally led to the adop‘aon of dlfferent accountmg prachces
' by dlfferent en’terpmses for deahng w1th 51Imlar transactions or sffuatlons ' :

| Recogrdsmg the need for -bfinging about a greater degree of uniformity in_ accounting

measurements, the trend all over the world now is towards formulation of accounting

- _standards to be adopted in preparahon of accounting information and its presenta‘non in:

financijal statements Accounting. Standards lay down the rules for recognition,
,measuremen’t dlsclosures and presentatlon of accounﬁng 1nf01mat10n by d1fferent
'enterprlses ' '

" In India, the task of formulaﬁng accounting _sta.n'dards 'hés been taken up by the Iilst_itgité of |

Chartéred Accountants of India (ICAI), which is based on the fundamental accounting
assumption’ of accrual. The accounting standards issued by the Institute of Chartered

_ Accountants of Indla are apphcable to Corn:rnerc1al Industrial and Business enterpnses

The ’Prefﬂce fo the Statements of Accounting Standards issued by the Inst:tute of Chartered
Accounttmts of Indm states the foll owmg -

“3.3 Accauntmg Standards are designed. to apply to the genemt purpose ﬁmmcm statements and

other financial reporting, which are subject to the attest function of the members of the ICAL

Accounting Standards apply in respect of any enterprise (whether organised in corporate, co-
operative or other forms) engaged in commercial, industrial 'or business. activitiés, irrespective of
whether it is profit oriented or it is established for charitable or religious purposes. Accounting
Standards will not, however, apply to enterprises only carrying on the activities which are not of
commercial, industrial or business nature, (e.., an activity of collecting donations and giving them
to flood affected people). Exclusion of an enterprise from the applicability of the Accounting
Standards would be permissible only if no part of the activity of such enterprise.is commercial,
industrial or business in nature. Even if a very small proportion of the activities of an enterprise is
considered to be commércigl, industrial or business in nature, the Accounting Standards would
apply to all its activities including those which are not commercmt industrial or busmess in
nature.” '

The wholesome principles contained in the Accounting Standards provide most .
appropriate guidance even in case of those organisations to which Accounting Standards
do not apply. Therefore, it is recommended that for the purpose of proper financial
reporting framework, Accounting Standards issued by the ICAI should 'be made
mandatory to educational institutions .(See Appendix-I). These Accounting Standards

would help educational institutions to maintain unif_orfnity in presentation of financial
statements, proper disclosure and transparency. However, while applying the Accouriting




Standards certain terms used in the Accountmg Standards may need to be modlfled in the

~ context of the corresponding appropriate terms for educational institutions. For instance,
where an Accounting Standard refers to the term ‘Statement of Profit And Loss’, in the
context of educational mshtuhon this Report uses the term ’Income and Expendfrure
- Account’. ' : :

AppendtxJ prov1des the dlrectlon for apphcabﬂlty of the Accauntmg Standards to
Educahonal Institution.

6. ACCOUNTING FRAMEWORK FOR EDUCATIONAL INSTITUTIONS

Accounting Frameéwork is concerned with general purpdéé financial ‘statéments
(hereafter referred to as ‘financial statements’),: Such financial statements are prepared
and presented at least annually and are directed toward the common information needs of
a wide range of users. These users have to rely on the financial statements as their major
- source of financial information and cannot prescribe the informafion they want from an
E orgamsatlon The general*purpose financial statements shou]d therefore, be plepared and
plesented with their needs in view.

It s often argued that since profit is not the objective of educational institutions, the
accounting framework, which is relevant for business entities is not appropriate for
educational institutions. With a view to recommend suitable accounting system for

educatjonal institution, it would be imperative to understand the major ingredients of an

accounting framework. An accounting framework primarily comprises the following;:

(a) Elements of financial statements basically comprising income, expenses, assets
and liabilities '

The framew01k alms to 1dentlfy the items that should be consadered as income,

expenses, assets and liabilities. by educational institution, for the purpose of
mcludmg the same in the financial _statement_s by def_mmg the aforesald terms.

Assets are resources controlled by an entlty from which: future economic beneflts or -
service potenﬂal is expected to flow to the entity. It may thus be noted that the

definition of ‘asset’” would remain the same whether an entity is a business
enterprlse or an educational instifution, in so far as expectation of the future

economic benefits is concerned. In other words, what is considered as an asset by a-




(b)

: c’oinmerciél'énﬁty e.g., L'a.ﬁ'd Bﬁilding Furniture and Equipment etc,, would. be

considered as an asset by .an educational institution also. Flowever, in case of an

educational instifution, certain items which may not have future economic benefits

- but have service po’cenhal would also be considered as assets. The other elements of
financial statements, viz., mcome, expenses and liabilities, w111 also remam ‘the same
for educat10na1 mshtut]on asin coﬁunermal entities. '

Principlé'é for re cogriitidn of items of iﬂéome,' exp en’ses’, assets and Liabilities

: Thése__ principl'e.s lay down the timing of reCOgniﬁoh of the afc_)reséid _itef_r_is in the

financial statements of educational institution. In other words, these principles lay .

~down when an item of i income, expense asset or habﬂlty should be recogmsed in
) the fmanc1a1 staternents - : : :

. There is no différence in the applibation of the recognition principles fo commiercial

entities and educational institutions. For example, the tlrrung of the récognition of a

- grant as an income in the financial statements of an organisation does not depend
“tipon the purpose for which the organisation is run. A grant is recognised as income

in the financial statements,‘undel accrual basis of accounting, when it becomes
reasonably certain that the grant will be received and that the organisation will

__fulfill the conditions attached to it. Thus, a commercial entity and an educational
Finstitution would both follow the aforesaid criteria for. - recognition of grant as

income. Similarly, principles for récognition of othet incomes, expenses, assets and
liabilities would be the same for commercial entities and educational institutions.

Principles of measurement of items of income, expenses, assets and Liabilities

These principles lay down at what amount the aforesaid items should be
recognized in the financial statements. Ordinarily, the same principles of
measurement would be apphcab]e 111 case of educational institution as those for
commerc1al entities.,

In so far as the measurement principles are concerned, the same principles are
- relevant to a not-for-profit organisation as well as to a commercial entity. For

example, depreciation of an asset represents primarily the extent to which the asset
is used during an accounting period by an organisation. Thus,” whether an asset,
such as a photocopying machine, is used by an educational institution or a

“commiercial entity, the measure of charge by way of depreciation df_:peﬁds grirﬁafily




@

upon the use of the asset ratl'rer'thanthe purpose for Wthh the orgarﬁSaﬁen is run,
i.e, profit or not-for-profit motive. Accordingly, the measurement principles for
income, assets and liabilities should be the same for comrnercml entltres and not-

for- pI‘Oflt orgamsatrons such as educational institutions,

Pres entation .—aﬁd_ disclosure principl_es' '

These prmmples lay down the manner in Whlch the fmanmal statements are to be

presented by educational institution and the drselosures to be made therein.

In s far as presentatlon of f1nanc1a1 statements is eoneerned educatlonal institution

generally follow what is known as “fund based accounting’ whereas the commercial

entities do not follow this system. This is becatise educational mstltutlon may be
funded by numerous grants, denations or similar contributions, which may or may
not impose conditions on their usage. In other words, the use of some funds may be

restricted by an outside agency such as a donor or self-imposed’ by the organisation.

It therefore follows that the financial statements of educational institution should

“ reflect income, expenses, assets and liabilities in respect of such funds separately so

as to enable the users of financial statements such as the contributors, to assess the
usage of the funds contributed by them. However, it may be noted that fund based
accounting is relevant primarily for the purpose of presentation of financial
statements and not for the purpose of identification, recognition and measurement
of various items of income, expenses, assets and liabilities.

It may . be concluded from the above paragrapns that while the identification,

recognition and measurement of elernents of financial statements are sector neutral,
the presentation of financial statements may differ among the two sectors, viz., for-
profit sector ‘and not-for-profit sector Similarly, disclosure principles may ‘also
differ. The accounting framework discussed .above would apply to all categories
and types of educational institution, Flowever, the books of account to be
maintained by various educational institutions may depend upon the nature of
activities and/or plogrammes carrred on by them.

10 .
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7. BA_SIS OF ACCoUN'_rING __

The term “basis of accounting’ refers to the hrrung of recogmnon of Tevenue, expenses,

asse’cs and hablhﬁes in accounts

'~ The commonly prevaﬂmg basis of accounhng are

a.  Cash basis of Accountmg, and
b.- Accrual basis o’_f Aceoun‘cmg.

| Under the cash ba81s of Accountmg, transachons are recorded when the related cash

recelpts or cash payments take place. Thus, the revenue of educational Inshtutlons such as

donations, grants, etc. is recognised when funds are act‘ually received. Slmllar]y, expenses -

on acquisition and maintenance of assets used for rendering services as well as for

. employee remuneration and other items are recorded Wheh_ the related payments are
made. The end-product of cash basis of accounting is a staternent of Receipts and

Payments that classifies cash receipts and cash payments under different heads.

Accrual basis of accounting is 'the' method of 'rec:01ding' fransactions by which revenue;
expenses, assets and llablhttes are reflected in’ the’ accourits in the period in which they

‘accrue. The accrual basis of accounting -includes conmderaﬁons relating to accrual of

income, provisioning of expenses, deferral, allocations like depreciation and amortization.
This basis is also referred to as ‘Mercantile Basis of Accounting’.

Accrual basis of accounting records the financial effects of ‘the transactions and other
events of an enterprise in the period in which they occur rather than recording them in the
period(s} in which cash is received or paid. Accrual basis recognises that the economic
events that affect an enterprise’s performance often do not coincide with the cash receipts
and payments. The goal of accrual basis of accounting is to relate the accomplishments
(measured in the form of revenue) and the efforts (measured in terms of costs) so that the
reported net income measures an enterprise’s performance during a period rather than
merely, listing its cash receipts and payments. Apart from income measurement, accrual

basis of accounting 'recogm’ses assets, ]iabili’cies or components or revenue and expenses -

for amotint received or paid in cash in past and amoun’cs expected to be 1ece1ved or paid
in cash in future.

In cash basis of accounting, no account is taken of whether the asset is still in use, has

reached the end of its useful life, or has been sold. Thus, cash based information fails to

show a proper picture of the financial position and performance for the accoﬁhﬁng period.
A cash based system does not provide information about total costs of an organisation’s

11




actwmes On the other hand, accrual system of accountmg offers the oppormm’cy to ’che

orgarisation to improve management of assets, and provides useful information about the

organisation’s actual liabilities, relahng to. bo’ch debts and other obhgahons such as
employee entlﬂements : -

Accrua] is the sczen’tlfm ba31s of accounhng and has conceptual supenorlty over the cash

basis of accountmg Tt'is, ’therefore recommended that educaﬁonal institutions should _

_mamtam their books of accounf on accrual bams

8 FINANCiAi CONTROL

Keepmg in view fmanc:lal control for good governance of educa’clonal institutions and

effective and proper end—use of pubhc funds, the following matters have been deliberated.
Educational institutions frequently receive grants/donatlons/ contributions and other
forms of reveriue, the use of which may be either unrestricted or subject to the restrictions
imposed by the contrlbutors i.e. use of funds for specific purposes. Pulther there might
- also be legalfother binding restrictions on educational institution t6 use certain funds for
spec1f1c purposes or educational institution may also on their own, earmark or appropriate
certain unrestricted funds for specific purposes. '

Funds received by educational institutions may be divided into®
1. Restricted Funds
il. Unrestricted Funds
a. Corpus Fund
b. Designated Funds
¢. General Pund -

For the purpose of appropriate presentation of these funds in the financial statements, it is
necessary to understand their nature and characteristics, which is described below:

i Reshicgedf?ﬁnds

* These funds are subject to certain conditionis set out by the contributor and agreed
to by the educational institutions, while accepting the contributions. The restriction

' Complete details xegarding fund based accounting are given in Appendix- IT
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may apply to use of the funds received or income earned from the 1nvestment of .
such funds or both ' ' - '

In case of Endowment Funds pr]nc.‘lpal sum is not used and the fu_nds recelved are

generally deployed in specific investments. The i mcome earned from mvestments is
utilised for s_pec1f_1c purposes. S '

Funds Wh.l(.‘h are created because of ]egal requlrements, are also consrdered as

' restrlc’ced funds

_ 'Unrestricted Funds .

These are the funde contr1buted to- educatlonal mstrtutrons wrth no SPEleIC
restrictions, The obligation of educational 1nst1tutlons while "accepting . an
unrestrlcted donation or grant is to ensure its usage for general purposes.

) Corpus Fund

Tt refers to funds. contributed by founders /. promoters genelally to start the
educational institutions. It _also includes donations /contributicns received. with
specific directions. These are non-refundable funds, which can however be
increased by additional contribution by the founders / promoters / donors /
contributors with spec1frc directions in fultherance of the objects of the educational
1nst1tutlon5

Deszgnated. Funds

These are unresiricted funds which have been set as1de by the trustees
/management of the educational institutions for specific purposes or to meet future
requirements. These funds can be categorised as self imposed or restricted funds.

© However, the educational institutions can modify the designation whenever it

wishes and reallocate the funds to some other purpose. These funds are generally

_ cteated by an appropnatlon of the surplus for the year.

General Fund :
Theses are umestncted funds other than des1grtated funds and corpus.

13




9. BOOKS OF ACCOUNT
Books of account should be mamtamed followmg the rules of Double Entry Book Keeping
System and generally accepted accounting practices prevaﬂmg in Indla Every educahonal

1nst1’cut10n should mamtam proper books of account W1th respect ’co

(a)  all sums of monies received by the educa’aonal msﬂtutlon and the matters in

respect of which receipts take place, showmg dlstmcﬂy the amounts rece1ved

from incorme generating activities and through grants and donahons

(by  all sums of moriey expended by the educational msufutlon and the matters -

in respect of which expenditure takes place; .
(c)  allassets and liabilities of the educational 1_nst1’rution‘.

The education_al'instituﬁoh generally maintain the folljow'ing books of account —

Receipt Book

* Journal
Cash Book / Bank Book
Ledger

i

The books of account of educational institution may. be str'uc-tured in a manner that is

suited to its rieeds and requirements. For instance:

(a) A separate set of books and records may be maintained for foreign and Indlan
contributions, as per the requirements of the Foragn Contribution (Regulaﬁon} Act,
1976. : ) :

(b)  Similarly, separate sets of books and records may be maintained for the various

‘ projects, etc. that_ the educational .insﬁtutions may ‘have fc)r implementing its
programmes. '

()  Separate ledgers, accounts and rec01ds may also be mamtamed with regard to the
various funds representing the grants received from various sources, received with
or without stipulations and restrictions. This may also be referred to as Fund Based

_ Accounting, which is discussed in detail in the following patagraphs. :

For. example - Agrlcultural (research) University nught be selling feruhzers or seeds to
farmers or other procurement agencies; many universities are maintaining hostels of their
own and the like. Accordingly, educatlonal institution with reference to specific

requirements may maintain the following ‘additional books of account, as considered

necessary for maintenance of proper books of accounts — -

14
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Purchase Book .

Sales Book / Bill Book

Inventory Register

Other Books as deemed necessary

Moreover followmg registers and other records ll_ke Vouehers should also be ma_mtamed
50 as to glve mformatlon 1ri relaﬂon to: ' '

_Fees recelved from studenits (J.n respect of adrmssmn fee, fulhon fee, hbrary '
© fee, éxamination fee etc) : o

Grants- in-aid received from various sources

-+ Scholarship and spec:1al stipends.”
Funds suchas building, library, laboratory, sports fumlture equrpments-
~ endowment, provident fund, poor students fund, deposits, etc.
Immovable properﬂes and other fixed assets. -
- Investments. '
' 'Mlnutes of the mee’nngs of the Managmg Committee of the educanonal

institution. :
Stock (for books stationery, umform, etc.)
Caution money received from students,

The above list is illustrative only and not exhaustive. Proper books of account would not
be deemed to be kept with respect to the matters specified therein:.

@

(b)

if such books are not kept as are necessary to give a true and fair view of the
state of affairs, income and expenditure and cash flows of the educational
institution, and to explain its transactions; -

if such books are not kept on accrual basis and according to the double entry
system of accounting,. - '

10,  FORMATS OF FINANCIAL STATEMENTS UNDER ACCRUAL BASIS OF
ACCOUNTING

The accour\ting process in an organisation culminates in the preparatiori of its financial
statements. The financial staternents are intended to reflect the operating results during a
given period and the state of affalrs at a particular date in a clear and comprehensive

manner.
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':_The Group observed thar various Acts/laws/bye laws specﬂf'y dlfferent accountmg and
: reportmg requlrements for educatlonal institution. Specral purpose Imancral reports for
example, computatlons prepared for taxation purposes or specialised needs of regulatory_

" bodiés, donor agenqes, or others having the authorl’cy to obtain the type of information

they need are outside the scope of this Framework. For-instance, a staf:ute/regulatlon ina-
state applicable to educational institutions may prescrlbe certain specific requirements,”
e.g., utilisation of funds in a parhoular marmer or statement of fees to be charged in each

acaderruc year, etc. Where the general purpose fmanc1a1 staterments prepared in accordance

‘with theé reeornmendauons contained in this report do not provide such requisite
information, it would. be appropriate to prepare a separate statement for the specific

purpose envrsaged in the relevant statute/regulation. The recommenda’tlons contained in
~this repor’f may be applied to such specrﬁc purpose statements to the extent- appropuate

The Group consrdered the Commou Format of Accou:ots rssued for al] central autonomous
* organisations/institutions by the Department of Secondary and Higher Education,
Ministry of Human Resource Development, Government of India vide its letter No.

1703/JS&FA(HRD)/2/2002 dated 18% February, 2002 to bring uniformity and transparency

in their accounts. It was felt that they are general purpose financial statements and are not
specific to educational. institutions; and contain reference to many items which are not
relevant for educational institutions like Inventory including Raw material, WIP &
Finished Goods; Income from Sales from Finished Goods & Raw Materla]s Income from
Labour & Processing Charges; Excise du’ry or Sales Tax, etc.

The Group also considered the formats (recently prepared in the year 2010-11) suggeste'd.

by the Institute. It was observed that the formats of Financial Statements suggested by

ICAT are in accordance with the Fund Based Accounting & disclosute requrrements of
updated Accounting Standards issued by ICAIL The suggested formats of Financial

Statements ate based on formats given in ICAT Publication “Guidance Note on Accounting. -
by Schools” which was prepared in consultation with Central Board of Secondary -

Education (CBSE), Council for Indian School Certificate Exammauon (CISCE) and
_Mmlstry of I—Iuman Resource Development (HRD):

Therefore the group felr that the formats of Fmanc1a1 Statements as suggested by ICAI
should be adopted for 1mp1ementat10n with suitable modlficatlons -

Accordingly, it is suggested that the following statements should form part of General
Purpose Fmancml Sta’cemerrts of an educational institution: -
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Balance Sheet . :

Income and Expend1ture Account-

Cash Flow Statement - ) _
Notes forrnmg part of ﬁnane1a1 sta’cements

N

- They may also mclude supplemen’rary schedules and mformauon based on or derwed

from, and expected to be read with such statements Such schedules and supplemen‘rary
information may deal with, for example, movement in various funds Fmanmal statements do

. not, however, include reports by the goverﬁmg body, for example, the trustees statement'

by the chairman, discussion and analys1s by rnanagement and similar reports that may be
mcluded ina fmanCIal or annual report.

Income and expendii‘ure account is prepar'ed by an educational ilis'ﬁtutibn in lieu of a
profit and loss account. An income ‘and expenditure account should contain all revenes

earned and expenses incirred by an ediicational institution during an accoun’clng perlocl

‘Since, the fund based accounting has relevance for educational . mstltuuons it is
- recommended that the Income and Expend1’rure Account should have three columns, as

given below, to present income and expénse in respect of restricted funds as dlstmguished '

_' from unrestricted fund,

{a)  ‘Unrestricted Funds ’ , further sub- classified into C01pus , ’Deslgnated
' Funds” and ‘General Funds ;
(b)  ‘Restricted Funds’; and |
{c) “Total’ colunmn reﬂectmg the total of income and expenses of ’Umes{ucted
Punds and Restricted Funds’.

Although educational institutions may 'separate- designated funds from other unrestricted
funds in its internal accounting records as mentioned above, care must be taken in the
published accounts so as not to give the impression that there is some legal distinction
between the two, as in fact the educational institutions can use both types of funds at its
dlsc1euon ' ' -

Iu_ the Balance Sheet, assets and liabilities should not be set-off against‘ each otller, eve'nl\ -
though these may be related to the same programme/project. Rather these should be
dlisclosed separately Balance of various funds should be distinctly disclosed in the Balance

Sheeét.
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In. the preparatlon and. presentation of fmam:lal statements, the overa]l consideration

- should be that. they give a true and falr view of the state of affalrs of the educational
' mstlfunons and of the surplus or dEfICﬂ: as reflected in the balance sheet and the income
- and” expendlture account, re8pecﬂvely The financial ‘staternents should disclose every
material transactlon, including transactions of an excephonal and extraordinary nature,.
* The financial statements, should be prepared in conformity with relevant statutory
requlrements the account—mg standards and other recognised acaountmg prmc1ples and

prachces

Suggested formats of financial statements for use by educaﬂonal institutions are glven in
the Appendix III. Tt is recommended that the statufes having specific formats for financial
reporting by educational institution may also modify the same in line with the suggested

~ formats. Tt may be emphasised that an educational institution may modify the formats

appropriately keeping in view the nature of activities, eté. The formats should be viewed
as laying down the minimum rather than the maximum information that educational
institution should present in their f_manmal staterments. Those educational institutions who

wish to present more detailed information are encouraged to do so.

11, TRANSITION TO ACCRUAL BASIS OF ACCOUNTING

An educational institution in the process of moving from cash basis of accounting to

accrual basis of accounting may include particular accrual-based disclosures during this
process. Such accrual-based disclosures may or may not be audited. The location of such
additional information (for example, in the notes o the financial statements or in a

separate supplementary section of the financial statements) will depend on . the.

characterlstms of the information (for examp]e rehablhty and completeness)

A major problem in-transition from cash basis of accountmg to acerual basis of accounting |

is determination of opening balances of assets and habﬂmes

Itis recormnended that the balance available in the ’Corpus at the time of transition from
cash to accrual basis should be shown with complete details of corpus contributed by
founders/ promoters/ donors/ contributors either as a separate schedule or by way of notes

to accounts, to the extent practicable.

Many assets, e.g, those recelved by way of donations or gifts, may not have been’

recorded at the time they were acquired. It is necessary. to identify such assets and.
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account for them appropnately ln every case where the ongmal cost canniot be ascertalned

- without urnieasonable expense or delay, -the valuation shown by the books should ‘be-

' considered. For-the purpose of this paragraph such valuation should be the net. amount at
“which an asset stood in the educational institution’s books at the cormnenﬁement of the o

' apphcatlon of this guidance after deduction of the amounts previously provided or written’
off for depreciation. Simnilarly, the opening balances of current assets hke recewables and -

loans and advances should also. be deterrnlned

In the case of 11ab1].1t1es, the educatlonal mst1tut10n should make an assessment on the _
basis of records available of the amounts payable to ereditors, supphers a.nd others in

respect of expendlmre mcurred for acqulsmon of assets or to meet revenue expenses

The dlfference if any, between the totaI deblt ba]ances and the: credlt balances as _
~ determined on the basis of above paragraphs should be taken as the balance of the

’General Fund’

ThlS guidance attempts to facilitate comipliance with the: 'Ac'co'nnti_ng' Standards in
' preparation of accounts in educational institutions through ‘the use of transitional
" provisions in certain standards. Where. transitional provisions exist, they may allow an

educational institution additional time to meet the full requirements of a specific
Accounting Standard or provide relief from certain requirements when initially applying
an Accounting Standard. An educational institution adopting the accrual basis of

-accounting in accordance with the Accounting Standards, should apply all the Accounting

Standards including the transitional provisions in an individual Accounting Standard.

Having decided to adopt accrual accounting in accordance with the Accounting

Standards, the transitional provisions would govern the length of time available to make -

the transition. On the expiry of the transitional provisions, the educational institution
should report in full in accordance'with all the Accounting Standards. '

Howeve.l the accounts department in most of the 'institutions suffer from under and

inadequate staff, both quantity and quality wise. Thelefore it is suggested that Ministry of

Human Resour ce Development in coordination w1th ICAI shall organise capamty bullchng
programme to train the staff of educational institution.
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12. COMPLIANCE WITH:. THE ACCOUNTING STANDARDS ' FOR
| EDUCATIONAL INSTITUTIONS | S o

' Ensur]ng comphance w1th the Accountmg Standards for educatlonal institution is the _
responsﬂ::ﬂl’cy of the appropna’ce authority which approves the financial statements of the -
educational institution for the purpose of i 1ssuance thereof. Having issued the: Accounting -
Standard for educational institution, various State Governments may require educational -

institiztion to follow the Accountmg Standards for educahonal institution issued by the
: Ins’atute of Chartered Accountants of India. Thus, an Accounting Standard for educational
institution becomes mandatory for educational msttfutlons in a State from the date
spec1f1ed in this regard by the State Govermnen‘r concerned,

Financial staterments cannot be _described as complymg with the Accotnting Standards for
educational institution unless they comply with all the requirements of each applicable
Standard. : : o '
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18,

- RECOMMEN DATIONS

AH educatlonal institutions should be mandated to apply accrual bas1s of g '
accoun‘cmg - - o

Accountmg Standards 1ssued by the ICAI should be made mandatory to -

'educahonal institutions (see Appendix D).

FLmd based accoummg may be mtroduced for Earmarked A De31gnated :
Funds (Appendtx ID ' -

~All educaﬂonal 1nst1tu’c10ns should follow a comumon format for presentatlon
- of its general purpose financial statements (as given in Appendtx ) to

engtire proper accountability, financial dlsc:lplme end-use of funds and to

~meet the needs of stakeholders. It is also recommended that the sta{-utes
" having specific formats for financial reporting by educa’aonal mstltutlon may

also modlfy the same in lme with the suggested formats
Ministry of I—IuniarL Resource Dev'elopment in coordinaﬁon with ICAI shall

organise capacity building programme to train the ‘staff of educational
institutions.
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Appendix-I

"Appl.icability of Accdﬁnting Standards to educaﬁo’nal_institutians
Overview of Acc_our_ltin'g Standards

~ The accounting prihciples and ‘practices, in India, are govethed interalia, by the
Accounting Standards, Guidance Notes, etc,, 1ssued from time to time by the Inst1tute of
Chartered Accountants of India (ICAY). Para 6.1 of “Preface to the Statements of
Accounting Standards ”, lays down that the Accountlng Standards will be mandatory from
the respective date(s) mentioned in the Accounting Standard(s). The mandatory status of
an Accounting Standard Jmphes that while dlschargmg their attest functions, it will be the
duty of the members. of the Institute to examine whether the Accountmg Standard is
complied with in the presentatmn of financial statements covered by their audit. In the
- event of any deviation from the Accounting Standard, it will be thelr duty to make
- adequate disclosures in their audit reports so that the users of fmanclal statements may be
“aware -of such deviation. Ensuring compliance with the Accountmg Standards while
preparing the financial statements is the responsibility of the ‘management of the
enterprlse '

Sound accounting p11nc1p1es under accrual basis of accounting, albeit in the context of
business, industrial and commercial enterprises have been laid down in the Accounting
Standards issued by the Institute of Chartered Accountants of India. With respect to
applicability of Accounting Standards to various types of enterprises paragraph 3.3 of
“Preface to the Statements of Accounting Standards” states as follows:

”Accountmg Standards are designed to apply to the general purpose financial statements
and other financial reporting, which are subject to the attest function of the members of the
ICAL Accounting Standards apply in respect of any enterpr_tse {(whether organised in
corporate, co-operative other forms) engaged in ‘commercial, industrial or business

activities, irrespective of whether it is profit oriented or it is established for charitable or -
religious purposes. Accounting Standards will not, however, apply to entexprises only
carrying on the activities which are not of commexcial, industrial or business nature, (e.g,.

an activity of collecting donations and gwmg them to flood affected people). Exclusion of

an enterprise from the applicability of the Accounting Standards would be permissible

only if no part of the activity of such enterprise is commercial, industrial or business in
nature. Even if a very small proportion of the activities of an enterprise are considered to

be commercial, industrial or business in nature, the Accounting Standards would apply to -
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nat‘ure

r-all its actwlﬂes mcludmg those Wthh are. not commerc1al mdus‘rr]al or bUSJ.IlESS in -

List Of-Accdunﬁﬂg Standards is sued'.b.y.the ICAT

AS Title
1 Disclosure of Accounting Pohcxes
2 | Valuation of Inventories
|3 Cash Flow Statement - =
4 Contingencies and Events occurrmg after the Balance Sheet Date
|5 ~{ Net Profit or Loss for the penod prior perlod items and changes in
_ Accounting Policies : : - :
6 Depreciation Accounting -
7. Accounting for Construction Contracts . -
9 ' Revenue Recognition -
10 | Accounting for Fixed Assets -
11 Accounting for the effect of changes in Foreign Exchange rates
12 Accounting for Government Grants
|13 ‘Accounting for Investments
14 Accounting for Amalgamations .
15 | Accounting. for Retirement Benefits in the Fmanclal Statements of
Employers
16 Borrowing Costs
17 Segment Keporting
18 Related Party Disclosures
19 Leases
120 | Earnings per shaie
21 | Consolidated Financial Statements
22 Accouriting for Taxes on Income .
23 Accounting for mvestment in Assoc:lates in Consohdated Fmanmal
' Statements '
24 Discontinuing operations
25 Intexim Financial Reportirig_
26 Intangible Assets
27 Financial Reporting of Interests in ]omt Venture
| 28 Impairment of Assets :
29 Provisions Con’ﬂngent Assets and Con‘nngent 11ab111t1e5
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-1 30 Fmanrnal Lnstruments Reeognmon and Measurement
131 Financial Instruments: Presentation '
32

Fmanc1a1 ]‘_nstruments. Dlsclosure

.' It may be noted that that, s0 far the Tnstitute of Chartered Accountants of Indiz “has N
formulated 32 Accountirig Standards -out of which one. Standard - [viz., Accounting .
Standard (AS) 8, Accounting for Research and Development] is no longer in force and three

Standards [viz., Accountmg Standard (AS) .30, Financial Instruments: Recognition and
Measurenient; Accountmg Standard (AS) 31, FPinancial Instruments Presentation; and
Accounting Standard (AS5) 32, Financial Instruments: Dzscfosure] are not mandatory even in
case of commerelal entltles : :

It may also be noted that below mentioned Accountmg Standards may not be relevant to

educational institutions. However, it is suggested that educational institutions should
* follow such Accounting Standards to the extent applicable to them: '

- (AS7)

(AS 14)

)

. (AS520)
(AS21)
(S 22)
(AS 23)

(A5 24)
(AS 25)
- (AS27)

Accounting for Construction Contracts
_ Accounting for Amalgamations
Earnings per share
Consolidated Financial Statements
Accounting for Taxes on Income etc.
Accounting for investment in Associates in Consolidated Financial
Statements '
Discontinuing operations
Interim Fintancial Reporting
Financial Reporting of Interests in Joint Venture
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Educational msﬁmtioh frequently receive grahts/donations and othet forms of revenue,

. A;Jpend_ix -1

FUND BASED ACCOUNTING (_UNDER ACCRUAL BASIS OF ACCOUNTING)

the use of which may be either unrestricted or subject to the restrictions 1mposed by the

_ ' contrlbutors, ie, such funds can only be used for 5pec1f1c purposes and therefore, are not
. available for an educatiohal institution general purposes. Further, there might also be

legal/ other binding restrictions on educational institution to use certam specific amounts
only for specified purposes or educa’aonal institution may also on their own, _earmark

certain unrestricted funds for specific purposes. FPor the purpose of appropriate
presentation of these funds in the financial statements, it is necessary to understand their
nature and characteristics, Wth]:'I. are described below: - '

Unrestr.tcted funds Unrestricted funds refer to funds contrlbuted to an educational
_ mshtutlon with no speclflc restrictions. The obhgatlon of an educa’nonal institution -

while acceptmg an unrestrlcted donation or grant is to ensure 1ts usage for ‘general
purposes of the educational institution. All incomes (donations, legacies,
investment income, fees, etc) not subject to external restrictions are a part of
unrestricted funds. For the purpose of presentation in the Income and Expenditure

account and the Balance Sheet, the unrestricted funds can be_further classified into

three cate gories viz,, Corpus, Designated Funds and General Fund.

0

Corpus: Corpus refers to funds éo_n’cribu"red by founders/promoters generally
to start the educational institutions. They are non-reducible funds which can
however be increased by additional contribution by the founders/promoters
to furthex the objects of the educational institutions. These funds need to be
distinguished from funds which are in the nature of founders’/promoters’

contribution, which are grants given by contributors other than

founders/promoters with reference to the total investment in an undertaking
or by way of contribution towards ou’clay No repayment is ordinarily

~ expected of such grants

Designated funds: Designated funds are unreafricted funds which have been
set aside by the trustees/ management of an educational insti’tuﬁon for
specific purposés or to meet future commiﬁnen’rs. Unlike restricted funds,
any designations are self-imposed and are not normally legally binding. The
educational institution can lift the designation whenever it wishes and
reallocate the funds to some other designated purpos'e (s).
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(ii) General ﬂmd Unrestrlcted funds. other than ’de51gnated funds’ and ‘ corpus _

area part of the ‘General Fund’

(b) 'Resl'rlcted funds: Restricted funds are sub]ect to certain condltlorls set out by thet

“contributors and agreed to by the - educational institutions when accepting the

contnbuflons The restriction may apply to the use of the moneys received or - |

income earned from the. investment of such moneys or both. Funds, the use of
- whichiis sub]ect to legal resmc‘uons are also con51dered as res’cncted funds

tc). Enduwment-fuﬁd_s: These fuﬁds’. are:'anothef fform of restricted fuinds. Endowmeﬁt' |

funds are those funds which have been received with a stipulation from the
contubutm/donor fhat the amount received should not be used for any purpose.

- Only the income earned from these funds can be used either for general purposes of -
the educational institutions or for specific purposes, depending on the terms of the-

contribution made. Usually, the amount received is invested outside the
educational institutions as per the terms of the contribution, if any.

Designated funds are created by appropriation of the surplus for the year for meeting a
revenue expenditure -or capital expenditure in futare, When. revenue expenditure is
inclured with respect to a de51gnated fund, the same is debited to the income and
expendltule account ("Designated Fund§’ column) A corresponding amount is transferred

from the concerned designated fund account to the credit of the i mcome and expend1tu1e

account after determining the surplus/deficit for the year since the purpose of the
designated fund is over to that extent. Where the designated fund has been created for
meeting a capital expenditure, the relevant asset account is debited by the amount of such

capital expenditure and a coxresponding amount is transferred from the. ‘concerned
designated fund account to the credit of the Income and Expendlture account after -

determining surplus/deficit for the year. In respect of the asset, e. g a building, being

' cons’tructed by an educational institution, on completion of the same, ’che entire balance, if
any, of the 1e1evant designated fund is transferred to the credit of the Income. and
Expenditure Acgount after determlmng the surplus/ deficit for the ye ar.

~Incase an educaﬂonal mstlfuﬂon holds spemflc investments agamst the designated funds,

: 1ncome earned 1f any, on such mvestmen’cs, is credlted to the Tncome and Expenditure
Account for the year in'which the income is so earned and is shown in ‘Designated Funds’
column. An equivalent amount may be transferred to the concerned Designated Fund
Account. after determining the su1p1us/def1c1t for the year as per the policy of the
educaﬂonal 1nst1tut10n : : : .
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. All'items of revenue and expenses that do not relate to any designated fund or restricted -

. fund. are reflected in the ‘General Fund’ column of the income and expenditure account.
" The surplus/ deficit for the year after approprlaﬁons is transferred and presented as -
 surplus/deficit separately as a part of ‘General Fund’ in the Balance Sheet. Apart from such

surplus/deficit, the ‘General Fund’ also mcludes the fo]lowmg wluch are separate]y
presented in the Balance Sheet :

(a)- Grants related toa non—depremable asset _
(b} Grants of the nature of founders’ /promoters contnbu’acm

" Restricte d"funds, that represent 1_:he co’n’cribution's received the use of which is.res_trie’fed by R
~ the contributors, are credited to a separate fund account when the arhount is received and
reflected separately in the Balance Sheet. Such funds may be received for meeting revenue.

expendlfure or capital expenditure. Where the fund is meant for meeting revenue

expenditure, upon incurrence of such expensture, the same is charged to the income and. -

expenditure account (Restrlc‘ced Funds’ colurnn); a corresponding amount is transferled
from the concerhed restricted fund account to the credit of the Income and Expenditure

Accotint (‘Restricted Funds' column), Where the fund is meant for meeting capital

expenditure, upon incurrence of the expenditure, the relevant asset account is debited

which is. depreciated as per AS 6. The concerned restricted fund account is treated as

deferred i income, not exceeding of the cost of the asset, and is transferred to the credit of
the Income and Expenditure Account in proportion to-the depreciation charged every year
(both the income so transferred and the depreciation should be shown in the ‘Restricted
Funds’ column). The unamortised balance of deferred income would continue to form pait
of the Restricted Fund. Any excess of the balance of the concerned restricted fund account
over and above the cost of the asset may have to be refunded to the donor. In case the
donor does not require the same to be refunded, it is treated as Income and credited to the
Income and Expenditure Account pértaining to the relevant year (‘General Fund’ column).
Where the restricted fund is in respect of a noanepreciable asset, the concerned restricted

fund account is transferred to the ‘General Fund’ in the Balance Sheet when the asset is.

acquired,

The restricted funds will norma]ly carry a stipulation as to the use of income earned on

investments made out of the contributions received. If the terms stipulate that the income

earned should be used for the same purpose for which the contribution was made, the

income earned should be credited tc the concerned Restricted Fund Account. Where the

terms stipulate a general use of the income earned, the same should be credited to the

27




) Income and Expenchture Account (General Fund’ eolumn) of the year in wluch the 2

income is 5o earned.,

_ Wlﬂ’l regard to endowment funds the income earned from investments of these funds is -
recognised in The Income and Expenditure Account only to the extent of the expendlture o

incrred for the relevant purpose. Both the income and the expense should be shown in

the ‘Restricted Funds’. column, Any excess of the income. not reeogmsed as aforesald"

would contmue to remain part of the eoncemed fund
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Name Q-f Edutaﬁoﬂal Institutions

BALANCE SHEET AS AT

Corivnereive

SOURCES OF FUNDS

Schedule

Current Year

Previous Year

UNRESTRICTED FUNDS
Corpus . -
General Fund _

' Demgnatedearmarked Funds
RESTRICTED FUNDS .
LOANS/B ORROWINGS

Secured - o

Unsecured : C
CURRENT LIABILITIES & PROVISIONS

T_OTAL

| APPLICATION OF FUNDS

FIXED ASSETS
Tangible Assets
Intangible Assels
Capital Work-In-Progress
INVESTMENTS
Long Term
Short term
CURRENT ASSETS
LOANS, ADVANCES & DEPOSITS

10

TOTAL

Notes on Accounts

22
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. Name of Educatlonal Institution
INCOME AND EXPENDITURE ACCOUNT F OR THE PERIOD/Y EAR ENDED

Sche _ - Current Year - Previo
dule L - ' . us Year
' Unresiricted Funds * | Restricted | Total | Total
- T Fund
Corpus | Designated | General
L fund .. | fund -
INCOME . _ '
Academic Receipts - 11 ’
Grarits & Donations - 12
Incomé fromi investments =~ | 13-~
.| Other Incomes 114
TOTAL (A)
EXPENDITURE
Staff Payments & Benefits 15
Academic Expenses 16
Administrative and General | 17
Expenses '
Transportation Expenses 18
Repairs & maintenance 19
Finance costs . 0
Other Expenses B
TOTAL (B)

Transfer to/ from Designated

Balance being excess of
Income over Expenditure (A—
B)

fund -
Building fund
~ Others (specify)

| Balance  Being  Surplus

(Deficit) Carried to General
Fund

Notes on Accounts 99
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Gener.al Instructio_ns '

" The financial statements of educational institutions (viz., Balance Sheet and -

" Income and Fxpenditure Account) should be prepared on accrual basis. -

A statement of all significant accounting policies adoPted in thé preparation
and presentation of the Balance Sheet and- the Income and Expenditure

Account should be included in the educational institution’s Balance Sheet. - -
Where ‘any of the accounting policies is not in conformity with Accounting -

Standards, and the effect of departures from Accounting Standards is material,
the particulars of the departure should be disclosed, together with the reasons
therefore and also the financial effect thereof except where such effect is not
ascertamable ' '

Accounting policies should be applied consistently from one financial year to
the next. Any change in the accounting. policies which has a material effect in
the current period or which is re asonably expected to have a material effect in
later periods should be disclosed. In case of a change in accounting policies
which has a material effect in the current period, the amount by which any
item in the financial statements is affected by such change, should also be
disclosed to the extent ascertainable. Where such amount is not ‘ascertainable,
wholly or in p"ll"f the fact should be indicated.

The accounting tr eatment and presentation in the Balarice Sheet and the income
and expenditure account of fransactions and events should be governed by
their substance and not: merely by the legal form.

In determining the accoun’ting treatment and manner of disclosure of an

item in the Balance Sheet and/or the Income and Expenditure account due
consideration should be given to the materiality of the item.

Notes to the' Balance Sheet and the Income and Expéﬁditure Account should
contain the explanatory material pertaining to the items in the Balance Sheet .

-and the Income and Expenditure Account.

If the information required to be given under any of the items or sub-items in

these formats cannot be conveniently included in the Balance Sheet or the -

- Income and Expenditure Account ifself, as the case may be, it can be
furnished in a separate schedule or schedules to be an:nexed to and formmg

32
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'part of - the Balance Sheet or the income and expendlture account ThJS is
' recommended Where 1tems are numerous : :

“a). : T_he schedules referred to above, accouitting pol'icics_"and e}'c'plan.atory L

_notes should form an integral part of the financial stateme'n_ts". N

b)  ‘The corresponding amounts for the immediately preceding  financial
 year for all items shown in the balance sheet and the Incorrie and
Expendltute Account should also be given in the Bala:nce Sheet or.Income

- and Expendlture Account as the case may be.

8. A cash flow statement_should be arm_exed to the Balancc Sheet, wherever
applicable, showing cash flows during the period covered by the income and
“expenditure account and during the corresponding previous period.

9. Disclosures as suggested in the formats are minimum requirements. An ~

educational institution is encouraged to make additional disclosures.

10, The figures m the Balance Sheet and Income and ’E‘.xpenditure account, if
rounded off, shall be rounded off as below:" '

Atnount of Gross Revenue (in Rs.) | Rounding off to ,(Rs.)'

Less than One lakh B " No rounding off
Ten lakhs or more but less than ten lakhs Hundred
One lakh or more but less than one crore Thousard

One crore or more but less than one hundred | Lakh /Million
crore

One hundred crore or more but less than one Crore / Billion
thousand crore ' ' '
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Na e_‘of Educa’a _a_lI'sﬁmhon o
Tow ’catementf :

N Cash Flow from Operatlng Acﬁwhes -

| : 'Surplus/(deflmt) for ’fhe year _

v E i ’ - Surplus /(defll:lt) before Changes ln the C]]'rr nt o T . : 2
' ' Assetsturrent L1ab111hes B R TAEE I

(Increase)/Decrease in Current Assets  ~ ' XX

[
i Increase/(Decrease) in Current Liabilities . ' XX
! o Net Cash from Operating Activities ' _ ' o
Cash Flow from Investing Activities: _ _
(Purchase)/Sale of fixed assets O xx
(Purchase)/Sale of investments ' XX
Interest received = -~ - ' . XX
Dividend received . . - . XX
. Net Cash from Investing Activities : ' o
[
L Cash Flow from Financing Activities: _
P Additions to general fund during the year Toxx '
' i_ l ' ~ Grants/funds in nature of founders’/pr_omoters’  xx
i) : contnbu’floll '
i Grants/funds related to assefs not requiring XX
by fulfillment of any obligation ' '
o _ ' Endowment fund (principal sum) o ' XX
o 5 *} _ ' Proceeds from long term borrowings i . XX

'} . - . ;5




(Repaymen’c of long—term borromngs)

Interest-' ald on Ioa.ns

_ ' Plow Statement’ In respect of ﬁnancmg-_actlylﬂes i may e poted ’fh.a,’c th
of ah educaﬂonal mstltutlon may dlffer.from the fm_ancmg t1v1t1es ‘of

'shares as in the case of busmess enterprises

- Note: It may be hoted that these forma’cé are no{ ekhaus_t_ii;e but are i]lus_tra,_t_iv_e"._-
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