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Foreword 

The accounting process in an organisation culminates in the preparation of 
its financial statements. The financial statements are intended to reflect the 
operating results during a given period and the state of affairs at a particular 
date in a clear and comprehensive manner. In the present era, the financial 
statements are the effective way of communication for entities to disseminate 
significant information about the ongoing activities and way forward plans to 
the various stakeholders and users.  

In order to ensure transparency, uniformity, consistency, comparability and 
reliability of financial statements, it is necessary that the relevant financial 
information is presented in a structured manner and in a standardized format 
by following the applicable accounting policies. Accounting standards are a 
common set of principles, standards and procedures that define the basis of 
financial accounting policies and practices. Accounting standards ensure 
transparency and comparability of financial statements of different 
organisations.  

I am happy to note that the Research Committee of ICAI is bringing out an 
impact study on ‘Application of Revised Formats of Financial Statements 
in Education Institutions – Central Universities’ which is aimed to study 
the compliances and impact of aforesaid set of financial statements in 
Central Universities.   

I compliment CA. Anuj Goyal, Chairman, Research Committee, CA. Dheeraj 
Khandelwal, Chairman, Committee on Public and Government Financial 
Management (CPGFM) and members of both the committees for their 
invaluable contribution in the preparation of this Impact Study. 

I am sure that this Impact Study will be immensely helpful to the members as 
well as to the others concerned.  

 

New Delhi CA. Atul Kumar Gupta 
June 29, 2020  President, ICAI 



 

 

 



Preface 

Accounting Standards are issued by expert accounting body or by the 
Government or other regulatory body covering the aspects of recognition, 
measurement, treatment, presentation, and disclosure of accounting 
transactions in financial statements. Central Universities are established by 
an Act of Parliament and are under the purview of the Department of Higher 
Education in the Union Human Resource Development Ministry. In general, 
Universities in India are recognised by the University Grants Commission 
(UGC).  

The objective of the Report on ‘Application of Revised Formats of 
Financial Statements in Education Institutions – Central Universities’ is 
to analyse and examine the status of the adoption of the revised formats of 
financial statement, compliance of accounting standards, improvements in 
disclosures after adoption of the revised guidelines for preparation of annual 
accounts, adequacy and effectiveness of the internal control mechanism and 
Internal audit function of the Central Universities. 

We are thankful to CA. Atul K. Gupta, President, ICAI and CA. Nihar N. 
Jambusaria, Vice President, ICAI for inspiring us to conduct this study.  

We would like to thank CA. Kuldeep Kothari, Resource Person, Dr. Amit 
Kumar Agrawal, Secretary, Research Committee and CA. Namrata 
Khandelwal, Secretary, Committee on Public & Government Financial 
Management (CP&GFM) for drafting the referred publication. Our sincere 
thanks to CA. Kemisha Soni, Vice-Chairperson, Research Committee and 
CA. C.V. Chitale, Vice-Chairman, CP&GFM and members of both the 
Committees for their invaluable contribution to bring the referred publication 
in present form.  

We would also like to compliment Secretariats of both the Committees for 
their untiring efforts in bringing out this Report. 

We hope that this endeavour of the Research Committee and CP&GFM will 
be immensely helpful to the members as well as to the others concerned.  

 
CA. Anuj Goyal CA. Dheeraj Khandelwal 
Chairman, Research Committee  Chairman, CP&GFM 

June 24, 2020 
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Chapter 1 

Executive Summary  

The Department of Higher Education, Ministry of Human Resource 
Development (MHRD), Government of India in order to ensure uniformity, 
transparency and accountability in the financial reporting and disclosures & 
standardization of preparation of financial statements and accounting 
practices in higher educational institutions, has prescribed a common set of 
financial statements to be prepared, Accounting Standards to be followed 
and other accounting and disclosure practices vide letter No. 29-4/2012-IFD 
dated 17/04/2015. 

The aforesaid common set of financial statements is based on a study 
conducted by the Institute of Chartered Accountants of India (ICAI) in 2012. 
The report of the Study group was reviewed by the group of experts 
nominated by MHRD and ICAI.  

The present study is aimed to study the compliances and impact of the 
aforesaid set of financial statements in Central Universities.  

The Central Universities are the universities which are established by an Act 
of Parliament and come within the ambit of the Department of Higher 
Education of MHRD. These universities are recognised by the University 
Grant Commission (UGC), an autonomous statutory body established under 
the University Grants Commission Act, 1956. 

The Central Universities are also covered and regulated by Central 
Universities Act, 2009. There were 50 Central Universities, as on 01 
November 2019. State wise List of Central Universities is as under: 

S. No. State Name of Central University 

1 Andhra Pradesh Central University of Andhra Pradesh 

2 Assam Assam University 

3 Assam Tezpur University 

4 Arunachal 
Pradesh  

Rajiv Gandhi University 

5 Bihar Central University of South Bihar 
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S. No. State Name of Central University 

6 Bihar Dr. Rajendra Prasad Central Agricultural 
University 

7 Bihar Mahatma Gandhi Central University 

8 Bihar Nalanda University 

9 Chhattisgarh Guru Ghasidas Vishwavidyalaya 

10 Delhi Indira Gandhi National Open University 

11 Delhi Jamia Millia Islamia 

12 Delhi Jawahar Lal Nehru University 

13 Delhi South Asian University 

14 Delhi University of Delhi 

15 Gujarat Central University of Gujarat 

16 Haryana Central University of Haryana 

17 Himachal 
Pradesh 

Central University of Himachal Pradesh 

18 Jammu & 
Kashmir 

Central University of Kashmir 

19 Jammu & 
Kashmir 

Central University of Jammu 

20 Jharkhand Central University of Jharkhand 

21 Karnataka Central University of Karnataka 

22 Kerala Central University of Kerala 

23 Madhya Pradesh Dr. Harisingh Gour Vishwavidyalaya 

24 Madhya Pradesh The Indira Gandhi National Tribal University 

25 Maharashtra Mahatma Gandhi Antarrashtriya Hindi 
Vishwavidyalaya 

26 Manipur Central Agricultural University 

27 Manipur Manipur University 

28 Manipur National Sports University 

29 Mizoram Mizoram University 

30 Meghalaya North Eastern Hill University 

31 Nagaland Nagaland University 

32 Orissa Central University of Orissa 
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S. No. State Name of Central University 

33 Pondicherry Pondicherry University 

34 Punjab Central University of Punjab 

35 Rajasthan Central University of Rajasthan 

36 Sikkim Sikkim University 

37 Tamil Nadu Central University of Tamil Nadu 

38 Tamil Nadu Indian Maritime University 

39 Telangana English and Foreign Languages University 

40 Telangana Maulana Azad National Urdu University 

41 Telangana University of Hyderabad 

42 Tripura Tripura University 

43 Uttarakhand Hemwati Nandan Bahuguna Garhwal 
University 

44 Uttar Pradesh Aligarh Muslim University 

45 Uttar Pradesh Babasaheb Bhimrao Ambedkar University 

46 Uttar Pradesh Banaras Hindu University 

47 Uttar Pradesh University of Allahabad 

48 Uttar Pradesh Rajiv Gandhi National Aviation University 

49 Uttar Pradesh Rani Lakshmi Bai Central Agricultural 
University 

50 West Bengal Visva Bharati 
Source:https://www.ugc.ac.in/oldpdf/Consolidated_CENTRAL_UNIVERSITIES_List.pdf 

1.1 Observations/Recommendations/Suggestions 
1. The impact study was done during the months of April, 2020 to May, 

2020. However, the annual reports and financial data of various 
universities were not available for the years 2018-19 and 2017-18. 
This reflects a huge time gap in financial statements and status thereof 
being available. Hence we had to proceed with the latest available and 
comparable data which was of the year 2016-17. 

2. As the study has been prepared during the lockdown, the study has 
certain embedded limitations along with the technical issues like the 
inability of team members to visit any of the institutions physically and 
taking the data and information such as annual reports, financial 
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statements, other reports, etc. available on the websites of various 
universities, MHRD and UGC. 

 Since there is still scope for improvement in terms of financial and 
other information of Central Universities which is available in the public 
domain, we had to complete the study with limited set of data and 
information available in public domain in respect of various 
universities. 

3. Scope of further Study :- We propose a research project to suggest 
ways to improve the disclosure and presentation of financial data by 
taking up a practical case study whereby the recommendations can be 
based not only on the physical records but also on face to face to 
interaction with the persons responsible for the tasks and other related 
ground realities. In the said project, penetration testing of internal 
control system would be conducted to suggest improvements and 
update the whole mechanism where the same is in place and where 
the same is not available, standardised procedures can be suggested. 

4. Suggestions :- A comprehensive training guide and an intensive 
course is required to be designed for those who are responsible for 
preparation of financial statements of Central Universities as the study 
shows the following : 

(a)  Cash basis of accounting is still being followed in some of the 
Central Universities  

(b) There is lack of awareness and knowledge in terms of 
applicability of  

(i) Accounting Standards 

(ii)  Fund-based accounting 

(iii) Disclosure regarding foreign contributions 

(iv) Disclosures regarding related party transactions with 
KMPs and other related persons as per AS-18  

(v)  Disclosure of all conditions and riders attached with 
various restricted, designated, earmarked and 
endowment funds 

(vi) Disclosure of additional information e.g. service received 
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form volunteers for which no payment was made etc., by 
way of notes to accounts.  

(vii) Disclosure of internal control policy 

(c) A Standardized Internal control manual should be developed 
with internal checks policy which may be modified according to 
the size, nature and condition of the Universities. 

(d) A system of periodic review of internal control manual and 
policies to be put in place. 

(e) A system of internal audit should be in place to strengthen the 
Internal control system 

(f) There should be a system of adopting the suggestions & 
replying to the queries (in a time-bound manner) raised by the 
statutory auditors and CAG. 



 

Chapter 2 

Objectives of the Study 

Before the MHRD’s Prescription of Revised Formats of Financial statements 
and applicability of Accounting Standards as advised by ICAI, there was no 
uniformity in the preparation and presentation of financial statements, basis 
of accounting and awareness about applicability of Accounting Standards. 

In the past, the activities of Educational Institutions were seen as a non-profit 
activities with accounting and financial reporting targeted towards meeting 
the needs of governing bodies and Government departments. 

The main anomalies in the financial statements and disclosures which 
prompted the accounting reforms were: 

(a) Basis of Accounting (Cash or accrual): Most of the institutions were 
following cash basis of accounting  

(b) Presentation and preparation of financial statements: No standardized 
format was there for financial statements 

(c) Applicability of Accounting Standards: Most of the Institutions were not 
complying with the Accounting Standards and that there was lack of 
awareness about the applicability of the same. 

But the situation has changed since then with changes in the Education 
sector apart from other related factors like fee structure and increased 
donations/funds by other donors, the need for greater transparency, 
uniformity and accountability in the presentation of financial statement and 
disclosure of complete details targeted towards end user of the general 
purpose financial statements had emerged. 

The total grants allocated to Central Universities in the budget 2019-20 was 
` 6,850 crores approximately and the amount allocated as grant to UGC was 
` 4,600 crores approximately. 

This study targets at studying and assessing the status of the Central 
Universities after adoption of the revised presentation and disclosures 
requirements. 

Considering the paradigm of performance linked funding for the universities 
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in future, the accountability and disclosure of correct picture of Institution’s 
financial health in annual accounts and ensuring the end use of funds for the 
allocated purpose are of utmost importance. The broad objectives of the 
study are as follows: 

 To analyse and examine the status of the adoption of the revised 
formats of financial statement by the Central Universities 

 To analyse and examine the compliance of Accounting Standards by 
the Central Universities 

 To analyse and examine the improvements in disclosures after 
adoption of the revised guidelines for preparation of annual accounts 
by the Central Universities 

 To analyse and examine the adequacy and effectiveness of the 
internal control mechanism of the Central Universities 

 To analyse and examine the adequacy and effectiveness of Internal 
audit function of the Central Universities in order to strengthen the 
Internal control mechanism.  



 

Chapter 3 

Research Methodology 

3.1 Literature Review 
A literature review is a survey of scholarly sources such as books, journal 
articles, and thesis related to a specific topic or research question in order to 
situate research work in relation to existing knowledge. A literature review is 
an explanation of what has already been done or published on any research 
topic. The objective of literature review is to review the critical points of 
current knowledge. It provides researchers easy access to research on a 
particular topic. 

The research team has gone through many researches (national and 
international), but no research has been found on this topic. As far as we talk 
about compliance of Accounting Standards in Universities, there are only a 
few researches on related topics such as, Imad M. Al-Atiqi Mohamed El-
Azma, (2007) who conducted a study on “Funding and Financial 
Performance of Private Higher Education Institutions in Kuwait”. The main 
purpose of the study was to identify the funding strategies of selected private 
higher institutions in Kuwait and to analyse the financial performance of 
selected institutions. The model gives a comprehensive depiction of the 
components of financial reporting analysis for the purpose of financial 
monitoring with respect to universities and other higher educational 
institutions in Kuwait. This paper concludes that disclosure is still in a 
developing phase with improving transparency as governance activity is 
imposed and financial analysis shows that while return on investment 
improves with time, most institutions show a shortage of liquidity. 

Shri Pradeep Kumar and Dr. Suresh Bedi have done a “Critical Review of 
Accounting Practices in Indian Universities” (2018). The main object of the 
study was to suggest changes in order to bring more transparency in 
financial transactions, such as sound accounting principles, uniformity in 
recognition of financial transactions, accounting heads, modes of treatment 
of expenses, incomes, assets and liabilities, notes to accounts and other 
information relating to peculiar transactions of shifting of funds from one 
person who is related to another. This report suggests standard formats of 
financial reports and statements for all types of educational institutions. 
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Marissa M. Hassan, (2013) conducted a study on “Debates on accrual 
accounting in the public sector: A discrepancy between practitioners and 
academicians”. This paper focuses on reconsidering the arguments 
regarding accrual accounting in the public sector and shows how incongruity 
of opinions either in favour or against, occurs based on the contributors of 
the literature. The study was done by examining the literature regarding the 
use of accrual basis of accounting in the public sector. Literature was 
collected through the period when New Public Management (NPM) led the 
change to accrual accounting which was around 1980s until 2012. This study 
concludes that a huge percentage from practitioner’s sources selected 
accrual accounting while most of literature from academicians was not in 
favour of accrual accounting. Academicians and practitioners, instead of 
working together to contribute to the growth of accrual accounting, are more 
like separate parties pursuing their own plans.  

Shri Shailaj Kumar Shrivastava conducted a study on “Accounting Practices 
and Financial Management in Higher Educational Institutions” (2018). The 
study suggested that Accounting Standards issued by ICAI should be made 
mandatory to educational institutions. All educational institutions should 
follow a common format for presentation of its general-purpose financial 
statements to ensure proper accountability, financial discipline, end-use of 
funds and to meet the needs of stakeholders. It also recommends that the 
statutes having specific formats for financial reporting by educational 
institution may also modify the same in line with the suggested format. 

After going through the literature review, it has been found that no study or 
research has been conducted on Central Universities of India and hence 
there is a need to do the research in the area to know the status of 
compliance of Accounting Standards thereat. A number of in-depth studies 
have been carried out to examine the compliance of Accounting Standards in 
other sectors, but no attempt has been made to study the compliance of 
Accounting Standards in Central Universities. Therefore, it is vital that a 
comprehensive study be undertaken to examine compliance of Accounting 
Standards in Central Universities. 

3.2 Research Questions 
Following research questions have been framed up for the study: 

(i) Whether revised formats of financial statements in Central Universities 
are fully complied with.  
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(ii) Whether application of revised formats of financial statements in 
Central Universities has improved disclosures. 

(iii) Whether the internal control mechanism at Central Universities is 
perfect. 

3.3 Sample Size 
Sample size is a statistical concept that involves determining the number of 
observations or replicates (the repetition of an experimental condition used to 
estimate variability of a phenomenon) that should be included in a statistical 
sample. It is an important aspect of any study requiring that inferences be 
made about a population based on a sample. 

While applying the Coherent Sampling it is found that 30 or more 
measurements/surveys are needed to have a confidence level of 90% so that 
the real value is within ±10% of the measured/surveyed value. 

Further 45 or more measurements/surveys are needed to have a confidence 
level of 95% so that the real value is within ±5% of the measured/surveyed 
value 

The confidence level is a measure of certainty regarding how accurately a 
sample reflects the population being studied within a chosen confidence 
interval. 

On the basis of availability of complete data and comparable information, we 
have applied various sampling techniques and 31 Central Universities have 
been selected for this study. The sample size so chosen is based on 
purposive sampling as well as satisfying the statistical tools with 90% of 
confidence level and 5% margin of error for definite universe of 50. 

This means, in this case, there is a 90% chance that the real value is within 
±9.62% of the measured/surveyed value. The aforesaid sample size is 
significant for the study of universe. 

The Central Universities selected for this study are: 

S. No. State Name of Central University 

1 Assam Tezpur University 

2 Arunachal 
Pradesh  

Rajiv Gandhi University 
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S. No. State Name of Central University 

3 Bihar Central University of South Bihar 

4 Bihar Nalanda University 

5 Chhattisgarh Guru Ghasidas Vishwavidyalaya 

6 Delhi Indira Gandhi National Open University 

7 Delhi Jamia Millia Islamia 

8 Delhi Jawahar Lal Nehru University 

9 Delhi South Asian University 

10 Delhi University of Delhi 

11 Gujarat Central University of Gujarat 

12 Himachal 
Pradesh 

Central University of Himachal Pradesh 

13 Jammu & 
Kashmir 

Central University of Kashmir 

14 Jammu & 
Kashmir 

Central University of Jammu 

15 Madhya 
Pradesh 

 The Indira Gandhi National Tribal University 

16 Maharashtra Mahatma Gandhi Antarrashtriya Hindi 
Vishwavidyalaya 

17 Manipur Central Agricultural University 

18 Manipur Manipur University 

19 Meghalaya North Eastern Hill University 

20 Pondicherry Pondicherry University 

21 Rajasthan Central University of Rajasthan 

22 Sikkim Sikkim University 

23 Tamil Nadu Central University of Tamil Nadu 

24 Tamil Nadu Indian Maritime University 

25 Telangana English and Foreign Languages University 

26 Telangana Maulana Azad National Urdu University 
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S. No. State Name of Central University 

27 Tripura Tripura University 

28 Uttar Pradesh Aligarh Muslim University 

29 Uttar Pradesh Babasaheb Bhimrao Ambedkar University 

30 Uttar Pradesh Banaras Hindu University 

31 Uttar Pradesh Rani Lakshmi Bai Central Agricultural University 

Source:https://www.ugc.ac.in/oldpdf/Consolidated_CENTRAL_UNIVERSITIES_List.pdf 

3.4 Development & Finalisation of the tools of 
data collection and analysis 

In order to collect the data formats were designed containing the sub 
questions for ascertaining the answers of broad research questions. The 
draft questions were discussed in focused group discussion among the 
research team members. The draft formats were then tested with a few 
sample universities data and modified the draft format as per availability of 
data. The modified formats were finalised and applied for data collection. 

The research questions were not converted into hypothesis as the purpose of 
study is achievable by way of data analysis in simple tables. The data tables 
in summarised form are presenting study results clearly.  

However, if need be, data could have been collected on Likert Scale and 
hypothesis could have been tested with the help of Z test.  

Since the summarised tables and graphical presentations are serving the 
purpose of data analysis and understanding the findings, use of hypothesis 
approach has been avoided.  



 

Chapter 4 

Compliance with regard to Application 
of revised formats of Financial 

Statements of Central Universities 

In order to assess, analyse and study the extent of compliance of the revised 
formats of financial statements and schedules as prescribed by MHRD, we 
were required to go through the financial statements and reports of Central 
Universities. 

Financial statements of an educational institution can depict the correct 
picture only if they are prepared properly i.e. Accounting Standards are 
complied with, fund-based accounting is followed, the common presentation 
formats have been applied and if any specific statute requires the entity to 
mould/ modify financial reporting formats then the same is being done. 

We have taken care of all these issues during our study and have 
summarized the same as under: 

4.1 Whether Universities are applying Accrual 
basis of accounting 

Out of the 31 universities, selected for the study on the basis of sampling, as 
many as 21 universities were applying the accrual accounting partially, 
meaning that for some of the items of financial statements, they had followed 
accrual basis of accounting, most common being “Interest on FDR and 
Tuition Fee” and for some of the items, they had followed cash basis of 
accounting, most common being “fee other than tuition fee.” 

Only 2 universities were found complying with the accrual system of 
accounting; few universities lacked in disclosure rendering them unassesable 
and we have divided the response on the basis of ‘partially yes’ i.e. 
compliance is more than non-compliance and ‘partially no’ i.e. non-
compliance is more than the compliance. 
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4.2 Whether Accounting Standards are compiled 
by the Universities 

At present there are 27 Accounting Standards issues by the ICAI are in force 
and not all Accounting Standards are relevant for educational institutions 
which may be applied to the extent they are relevant to the educational 
institutions. 

The List of Accounting Standards in force is as under: 

Accounting 
Standards 

Title 

1 Disclosure of Accounting Policies 

2 Valuation of Inventories 

3 Cash Flow Statement 

4 Contingencies and Events occurring after the Balance Sheet 
Date 

5 Net Profit or Loss for the period, prior period items and 
changes in Accounting Policies 

6 Depreciation Accounting 

7 Accounting for Construction Contracts 

9 Revenue Recognition 

10 Property, Plant and Equipment 

11 The effects 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 Financial 
Statements of Employers 

16 Borrowing Costs 

17 Segment Reporting 

18 Related Party Disclosures 

19 Leases 
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Accounting 
Standards 

Title 

20 Earnings per share 

21 Consolidated Financial Statements 

22 Accounting for Taxes on Income 

23 Accounting for investment in Associates in Consolidated 
Financial Statements 

24 Discontinuing operations 

25 Interim Financial Reporting 

26 Intangible Assets 

27 Financial Reporting of Interests in Joint Venture 

28 Impairment of Assets 

29 Provisions, Contingent Liabilities and Contingent Assets  

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many 25 universities were non-compliant with 
Accounting Standards and few had incomplete disclosures. 

4.3 Whether Universities are complying with 
fund-based accounting  

When it comes to educational institutions the fund-based accounting is one 
of the main aspects of accounting as a university receives various kinds of 
grants and have several funds like corpus, designated, earmarked and 
endowment funds with different conditions attached with their usage. 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 26 were found partially compliant with the 
requirements i.e. not fully compliant; however in the case of few universities 
complete set of information was not available for assessment. 

4.4 Whether Universities are applying common 
format of presentation 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 25 universities were found complying with 
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this requirement whereas few universities were partially complying and in 
case of some, complete set of information was not available. 

4.5 Whether Financial reporting formats have 
been modified according to the need of any 
specific statute 

All 31 universities had no disclosure/disclosure regarding non applicability of 
the same. 



 

Chapter 5 

Whether Adoption of Revised Formats 
of Financial Statements has Improved 

Disclosures 

In order to assess, analyse and study whether the adoption of new formats of 
financial statements has improved the disclosures made by the institutions, 
we went through the complete financial statement, notes to accounts, 
accounting policies and other disclosures of the educational institutions, as 
available in public domain. The issues involved and analysed are 
summarized as under : 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study 

 Twenty five Institutions were found to have adopted the revised 
formats. 

 All institutions lacked in disclosures regarding foreign contributions 
received, if any.  

 Twenty Eight institutions’ published accounts differentiated between 
designated and non-designated funds. 

 Twenty five Institutions had proper disclosures regarding plan and 
non-plan funds. 

 The main issue found was non-disclosure regarding the related party 
transactions and in respect of Twenty Nine institutions no specific 
disclosure was made in published accounts regarding related party 
transactions as required under Accounting Standard -18. 

 Twenty nine institutions made proper disclosures regarding fixed 
assets. 

 The other issue found was non-disclosure about the specific 
restrictions attached with various earmarked, endowment and 
restricted funds in published accounts and 17 universities were found 
partially non-compliant with the same. 
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 When it comes to disclosure of complete information and additional 
information by way of notes to accounts, Twenty Six universities were 
found partially complying with the same. 



 

Chapter 6 

Internal Control System and Its 
Adequacy 

An effective internal control system is the need of the hour for all 
organisations and when the matter of internal control comes to Central 
Universities it becomes more important as these universities are funded by 
Government from taxpayers’ money and hence require greater transparency 
and accountability. The internal control system checks and ensures that the 
end use of allocated funds is done for specified purpose only. 

Generally, the internal control is considered to be weak in these types of 
institutions and hence while going through this assessment we have 
considered the following parameters thoroughly: 

6.1 Checking the existence and adequacy of the 
internal control system 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 16 institutions were found to have no such 
system in place and where it was there, it was inadequate or ineffective in 
most of the cases. 

6.2 Disclosure of Internal control policy in 
financial statements 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many 30 institutions were found to have made no 
disclosure of Internal control policy in financial statements or inadequate 
disclosure was made and in one case, the requisite details were not 
available. 

6.3 Whether periodical review of Internal control 
system/manual is conducted  

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 18 institutions were found to have no such 
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system of periodical review of Internal control system/Manual in place and in 
rest of the cases, relevant information/data was not available which 
strengthens our findings on the second issue. 

6.4 Whether Internal audit manual/policy is in 
place and internal audit is conducted 
periodically: 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 17 institutions were having inadequate 
system or no system of internal audit at all. Seven Instances were those 
where the system was partially in place and in rest of the cases, sufficient 
information was not available. 

6.5 Whether there is a system of updation of 
internal control system on the basis of 
suggestions and queries raised by CAG and 
Auditors 

Out of the 31 universities which qualified on the basis of sampling and 
selected for the study, as many as 20 institutions were found to have no such 
system of updation of internal control system on the basis of suggestions and 
queries raised by CAG and Auditors in place and in rest of the cases, 
relevant information was not available. 



 

Chapter 7 

Findings and Suggestions 

We have divided the impact study into three parts i.e. three hypothesis and 
studied data of all Central Universities and out of which, 31 universities were 
selected finally on application of sampling techniques. 

Upon deep data analysis using various tools and testing of hypothesis, we 
have found that as far as preparation of financial statements in the formats 
prescribed by MHRD is concerned, majority of the institutions have complied 
with the same, except that in some cases several Schedules and treatment 
of various items were not as per the laid down guidelines. 

Other areas like Accountings Standards, accrual basis of accounting, 
disclosures and internal control mechanism have either not been 
applied/complied with or not been applied/complied with completely. We 
have our major findings and suggestions hypothesis wise in the following 
paragraphs. 

7.1 Compliance with regard to application of 
revised formats of financial statements in 
Central Universities 

7.1.1 Findings 

 Uniform basis of accounting and more importantly accrual basis of 
accounting is required to depict the correct picture of financial 
statements. In most of the cases, we have found that the institutions 
were not applying accrual basis of accounting and still continuing with 
old system of cash basis of accounting e.g. fee other than tuition fee 
on cash basis , tuition fee on accrual basis etc. using dual basis of 
accounting; deploying different basis for different items renders the 
financial statement inaccurate..  

 In most of the cases, we have found that the institutions have adopted 
the revised format of financial statements i.e. balance sheet, income 
and expenditure and receipt and payment account and other 
Schedules but in many cases, the Schedules required were not in line 
with the revised formats. 
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 Fund based accounting is a very important aspect when it comes to 
preparing the books of accounts of an educational institution as an 
institution receives funds on various accounts, sometimes with specific 
riders and sometimes without riders. 

 While analysing the sample data we observed that though in most of 
the cases, disclosures were there in Schedules and notes to accounts 
but we cannot say that fund-based accounting was followed in total. 
We have found only one instance where fund-based income and 
expenditure etc. was prepared. 

TABLE – I  

Status of Adoption of Revised Formats of Financial Statements in 
Central Universities 

Status of Adoption of revised formats of Financial Statements in 
Central Universities 

S. 
No. 

Question  Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 

1 How many Central 
Universities are 
applying accrual 
basis of accounting? 

2 1 21 3 4 31 

2 How many Central 
Universities are 
applying Accounting 
Standards issued by 
the ICAI? 

1 25 2 3 31 

3 How many Central 
Universities are 
applying fund-based 
accounting? 

1 26 2 2 31 

4 How many Central 
Universities are 
applying common 

25 1 4 1 31 



Findings and Suggestions 

23 

Status of Adoption of revised formats of Financial Statements in 
Central Universities 

S. 
No. 

Question  Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 
 

format for 
presentation (as 
prescribed) of its 
general purpose 
financial 
statements? 

5 How many Central 
Universities, in case 
the statutes have 
specific formats for 
financial reporting, 
modified Financial 
Statements in line 
with the suggested 
formats? 

31 31 
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Chart – I (Graphical Presentation) 

 

7.1.2 Suggestions 

 The study clearly shows that cash basis of accounting is still being 
followed in some of the Central Universities and this may be because 
of the challenges that are faced in transition to accrual basis from cash 
basis of accounting. As done in past, a comprehensive training guide 
and an intensive course may be designed for university personnels 
with active involvement of the Institute of Chartered Accountants of 
India and its members, initial challenges or problems that may arise in 
the transition can be sailed through. 
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 There is lack of awareness and knowledge in terms of applicability of 
Accounting Standards by Central Universities. 

 Knowledge material and practical training is required to be imparted to 
those who are responsible for preparation of financial statements of 
Central Universities.  

 Institutions should be made aware and guided as to how to apply fund-
based accounting so that the published financial statements show the 
correct picture of various funds according to nature of grants. 

7.2 Whether adoption of revised formats of 
financial statements has improved 
disclosures 

7.2.1 Findings: 

 Most of the institutions have adopted revised format of financial 
statements. 

 The disclosure regarding foreign contributions/grants, if received is not 
adequate/ no disclosure is made in all cases. 

 The published accounts differentiated between designated & non 
designated funds and plan & non plan Funds. 

 The main lapse that was observed during the study was non-
disclosure regarding related party transactions as per AS-18 by almost 
all institutions except few and it is an indicator of lack of transparency 
in financial statements of the Institutions. 

 It was observed that there is need for detailed disclosures regarding 
conditions and riders attached with specific funds. 

 The additional disclosures made by way of notes to accounts to 
Income and expenditure and Balance sheet were not adequate. 
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TABLE – II  

Status of Improvement in Disclosures Upon Adoption of Revised 
Formats by Central Universities 

Status of Improvement in Disclosures upon Adoption of revised 
formats by Central Universities 

S. 
No. 

Question  Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 
 

1 How many Central 
Universities have 
adopted revised 
format of financial 
statements? 

25 1 4 1   31 

2 How many Central 
Universities have 
separate reporting 
and disclosure for 
foreign contributions 
received by the 
University? 

        31 31 

3 How many Central 
Universities 
reporting are such 
that the published 
accounts do not 
differentiate 
between designated 
and non-designated 
funds? 

  28 1   2 31 

4 How many Central 
Universities have 
disclosed Plan 
Funds separately in 
the Books of 
Accounts of the 
University? 

25   2   4 31 

5 How many Central 1 29     1 31 
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Status of Improvement in Disclosures upon Adoption of revised 
formats by Central Universities 

S. 
No. 

Question  Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 
 

Universities are 
making related party 
disclosures as per 
the relevant 
Accounting 
Standard?  

6 How many Central 
Universities are 
making separate 
disclosure for 
depreciable and 
non-depreciable 
assets? 

29       2 31 

7 How many Central 
Universities have 
disclosed 
restrictions attached 
with restricted, 
earmarked and 
endowment funds 
properly?  

6   5 17 3 31 

8 How many Central 
Universities have 
made additional 
disclosures required 
by way of notes to 
account to Income 
and expenditure and 
Balance sheet in 
accordance with 
disclosure 
requirements? 

    26 2 3 31 
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Chart – II (Graphical Presentation) 

 

7.2.2 Suggestions 

 The disclosure regarding foreign contributions should be made in the 
notes to accounts and if no such contribution/grant is received then 
disclosure regarding the same should also be made. 

 There should be complete and detailed disclosures regarding related 
party transactions with KMPs and other related persons as per AS-18 
and where there is no transaction then disclosure regarding the same 
should also be made. 
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 All conditions and riders attached with various restricted, designated, 
earmarked and endowment funds should be disclosed in the published 
financial statements. 

 The additional information which is required to be disclosed by way of 
notes to accounts, e.g. service received form volunteers for which no 
payment was made etc., should be disclosed as per the requirements 
of revised format and guidelines as issued by MHRD. 

7.3 Internal Control System and its adequacy 
7.3.1 Findings 

 During the study, we observed that most of the Universities din’t have 
internal control system, checks and policies in place and where they 
had, the system was inadequate. 

 When it comes to disclosure of internal control policy in published 
financial statements, almost in all cases, no such disclosure was 
found. 

 We have found that most of the universities didn’t have the system of 
periodical review of internal control system/manual. 

 We have found that most of the universities didn’t have internal audit 
system/manual and Internal Audits were not being conducted 
periodically. 

 We have not found any system of adoption and updation of internal 
control system on the basis of Queries and suggestions (reports) of 
CAG & statutory auditors. 
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TABLE – III  
Status of Adequacy of Internal Control Mechanism in Central 

Universities 

Status of adequacy of Internal Control Mechanism in Central 
Universities 

S. 
No. 

Question Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 
 

1 How many Central 
Universities have 
internal control 
system and 
checks policy in 
place? 

2 1 5 16 7 31 

2 How many Central 
Universities are 
disclosing Internal 
Control policy in 
the financial 
statements? 

  30     1 31 

3 How many Central 
Universities 
conduct periodical 
review of internal 
control system/ 
manual? 

  18     13 31 

4 How many Central 
Universities have 
Internal audit 
manual/policy in 
place and internal 
audit is being 
conducted 
periodically? 

1 5 6 12 7 31 
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Status of adequacy of Internal Control Mechanism in Central 
Universities 

S. 
No. 

Question Response Total 

Yes No Partially 
Yes 

Partially 
No 

N.A. 
 

5 How many Central 
Universities have 
a system of 
adoption and 
updation of 
internal control 
system on the 
basis of 
suggestions and 
queries raised by 
CAG and Statutory 
Auditors? 

  20 1   10 31 
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Chart – III (Graphical Interface) 

 

7.3.2 Suggestions 

 A Standardized Internal Control Manual should be developed with 
internal checks policy which may be modified according to the size, 
nature and condition of the Universities. An effective internal control 
mechanism is a must for transparency and accountability of University/ 
Institution. 

 Disclosure of internal control policy to be made mandatory in 
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published financial statements so that the end users of the published 
financial statements are aware of the same. 

 A system of periodic review of internal control manual and policies to 
be put in place. 

 A system of internal audit should be in place to strengthen the Internal 
control system 

 There should be a system of adopting the suggestions & replying the 
queries (in a time-bound manner) raised by the statutory auditors and 
CAG. 



 

Chapter 8 

Case Studies 

8.1 Banaras Hindu University 
Banaras Hindu University (BHU) was established in the year 1916 by Pandit 
Madan Mohan Malviya. With more than 30000 students residing in the 
campus, it is one of the largest residential universities in Asia. It is also an 
Institution of national importance. The findings of our study of financial 
statements of Banaras Hindu University are as under: 

During the year 2016-17 (the base year for study), total income of the 
University stood a ` 1,057.25 Cr. and the total expenditure stood at 
` 1,069.47 Cr. However, the university is yet to transit completely to accrual 
basis of accounting. E.g. Fees from students and Income From land and 
building and other property is accounted for on cash basis. Disclosures about 
Accounting Standards were not made in published financial statements. It 
was the only university out of 31 universities which has prepared Fund-wise 
Income and expenditure and Receipts and payments A/c and have applied 
fund-based accounting properly. Few of the Schedules forming part of 
financial statement e.g. Intangible assets, long term investments and 
retirement and terminal benefits were not according to the revised formats of 
MHRD. Overall disclosures of additional information by way of notes to 
account were satisfactory with few exceptions. The internal control system of 
the university was having few deficiencies. The Internal audit system was 
there but internal audit manual was not in place.  

8.2 English and Foreign Languages University 
It was founded in 1958 as the Central Institute of English by Pandit Jawahar 
Lal Nehru, India’s first Prime Minister. It was renamed as Central Institute of 
English and Foreign Languages in 1972 and in 2006 it received the status of 
a Central University and renamed as English and Foreign Languages 
University (EFLU) by an Act of Parliament. It is the only university dedicated 
to such languages in South Asia. 

The findings of our study of financial statements of English and Foreign 
Languages University are as under: 
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During the year 2016-17 (the base year for study), total income of the 
University stood at ` 72.60 Cr. and total expenditure stood at ` 64.69 Cr. 
The university was not following accrual system of accounting completely; 
e.g. Fee other than tuition fee, interest on interest bearing advances to staff 
for house building, purchase of vehicle etc. were being accounted for on 
cash basis. Disclosure in respect of Accounting Standards were not found to 
be adequate. The University has not prepared fund-based income and 
expenditure and receipts and payment account. Various Schedules and 
disclosures were not in line with the revised formats and guidelines by 
MHRD; e.g. Schedule related to other expenses, earmarked/ endowment 
fund, fixed assets, Retirement benefits, non-plan and plan expenditure, etc. 
In terms of the overall disclosure, the related party disclosure was not made 
as well as the additional information provided by way of notes to accounts 
was not adequate. The internal control was inadequate and weak having 
deficiencies in areas such as physical verification of fixed asset, correct 
disclosure of land details, etc. The university doesn’t have the system of 
review of internal control manual and policy. The university has a weak 
internal audit, no internal audit manual and lack of follow up process which 
indeed weakens the Internal control mechanism. The University didn’t have a 
system of adopting the queries raised and suggestions given by the statutory 
auditors and CAG and even comments made and pointed out in separate 
audit report for the 2013-14 to 2015-16 were yet to be resolved.  



 

Chapter 9 

Limitation and Scope of Further Study 

9.1 Limitation 
The impact study was done during the months of April, 2020 to May, 2020. 
Since it is the period in which lockdown is in force, the study has certain 
embedded limitations along with technical issues.  

Due to lockdown, we were not able to visit any of the institutions physically 
and we have taken the data and information such as annual reports, financial 
statements, other reports, etc. available on the websites of various 
universities, MHRD and UGC. 

Since there is still scope for improvement in terms of financial and other 
information of Central Universities which is available in the public domain, we 
had to complete the study with limited set of data and information available in 
public domain in respect of various universities. 

The annual reports and financial data of various universities were not 
available for recent years i.e. 2018-19 and 2017-18 and hence we had to 
proceed with the latest available and comparable data which was of the year 
2016-17. 

9.2 Scope of Further Study 
Since we were not able to visit the institutions physically, there is 
considerable information which is yet to be studied. Based on the physical 
records and face to face interaction with the persons responsible for the 
tasks, various other ways of improving the disclosure and presentation of 
financial data can be suggested and practically tested. 

Practical audit/penetration testing of internal control system, to improve and 
update the whole mechanism where the same is in place, can be done and 
where the same is not available, on the basis of one to one interaction with 
persons who are responsible for the job and studying the ground problems 
related to internal control and its implementation, standardised procedures 
can be suggested. 
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Appendix – I 

Questionnaire and Summary of 
Questionnaire 

Question I- To test: Revised Formats of Financial Statements in Education 
Institutions (Central Universities) are fully complied with 

For Individual Institution (University) 

Format for data collection: Status of Adoption of Revised Formats of financial 
statements by Central Universities  

S. 
No 

Question Response – 2017 Remarks 

Yes No Partially N.A. 

1 University is applying 
accrual basis of 
accounting? 

     

2 Accounting Standards 
issued by the ICAI are 
being complied by the 
University? 

     

3 University is applying 
fund-based 
accounting?  

     

4 University is applying 
common format for 
presentation (as 
prescribed) of its 
general purpose 
financial statements? 

     

5 In case the statutes 
having specific 
formats for financial 
reporting by 

     



Application of Revised Formats of Financial Statements in Education… 

42 

S. 
No 

Question Response – 2017 Remarks 

Yes No Partially N.A. 

educational institution 
then Financial 
statements of 
University is being 
modified in line with 
the suggested 
formats? 

Questionnaire - For Summary 

Table-: Status of Adoption of Revised Formats of financial statements by 
Central Universities 

S. 
No 

Question Response – 2017 

Yes No Partially N.A. 

1 How many Central Universities 
are applying accrual basis of 
accounting? 

    

2 How many Central Universities 
are applying Accounting 
Standards issued by the ICAI? 

    

3 How many Central Universities 
are applying fund-based 
accounting? 

    

4 How many Central Universities 
are applying common format for 
presentation (as prescribed) of 
its general purpose financial 
statements? 

    

5 How many Central Universities, 
in case covered by the statutes 
having specific formats for 
financial reporting, Modified 
financial statements in line with 
the suggested formats? 
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Question II - To Test: Application of Revised Formats of Financial 
Statements in Education Institutions (Central Universities) has Improved 
Disclosures. 

For Individual Institution  

Format for data collection: Status of Improvement in Disclosures upon 
Application of Revised Formats of Financial Statements by Central 
Universities 

S. 
No 

Question Response - 2017 Remarks 
viz not 

applicable 
Yes No Partially N.A.

1 Whether University 
has adopted revised 
format of financial 
statements? 

     

2 Whether separate 
reporting and 
disclosure is done for 
Foreign Contributions 
received by the 
University? 

     

3 Whether the reporting 
by the University is as 
such that the 
published accounts do 
not differentiate 
between designated 
and non-designated 
funds? 

     

4 Whether Plan Funds 
are Disclosed 
Separately in the 
Books of Accounts of 
the University? 

     

5 Whether Related party 
disclosures are being 
made as per the 
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S. 
No 

Question Response - 2017 Remarks 
viz not 

applicable 
Yes No Partially N.A.

relevant Accounting 
Standard by the 
University? 

6 Whether separate 
disclosure is made for 
depreciable and non-
depreciable assets? 

     

7 Whether restrictions 
attached with 
restricted, earmarked, 
endowment funds are 
disclosed properly by 
the University? 

     

8 Whether additional 
disclosures required 
by way of notes to 
account to Income & 
expenditure and 
Balance sheet are 
made in accordance 
with disclosure 
requirements by the 
University? 

     

Questionnaire - For Summary 

Table-: Status of Improvement in Disclosures upon Application of Revised 
Formats of Financial Statements by Central Universities. 

S. 
No 

Question Response - 2017 

Yes No Partially N.A. 

1 How many Central Universities 
have adopted revised format of 
financial statements? 
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2 How many Central Universities 
have separate reporting and 
disclosure for Foreign 
Contributions received by the 
Universities? 

    

3 How Many Central Universities 
reporting are such that the 
published accounts do not 
differentiate between designated 
and non designated funds? 

    

4 How many Central Universities 
have disclosed Plan Funds 
Separately in the Books of 
Accounts of the University? 

    

5 How many Central Universities are 
making related party disclosures 
as per the relevant Accounting 
Standard? 

    

6 How many Central Universities are 
making separate disclosure for 
depreciable and non-depreciable 
assets? 

    

7 How many Central Universities 
have disclosed restrictions 
attached with restricted, 
earmarked, endowment funds 
properly? 

    

8 How many Central Universities 
have made additional disclosures 
required by way of notes to 
accounts to Income & expenditure 
and Balance sheet in accordance 
with disclosure requirements? 

    

Source: 
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Question III - To test: Adequacy of Internal Control Mechanism in 
Educational Institutions (Central Universities) 

For Individual Institution 

Format for: Status of adequacy of internal control mechanism in Central 
Universities 

S. 
No 

Question Response - 2017 Remarks 

Yes No Partially N.A.

1 Whether the University 
has internal control 
system and checks policy 
in place? 

     

2 Whether Disclosure of 
Internal Control policy is 
being made adequately in 
the financial statements 
by the University? 

     

3 Whether review of internal 
control system/manual is 
being conducted 
periodically by the 
management?  

     

4 Whether Internal audit 
manual/ policy is in place 
and internal audit is being 
conducted periodically? 

     

5 Whether the institution 
has a system of adoption 
and updation of internal 
control system on the 
basis of suggestion and 
queries raised by CAG 
and Statutory Auditors? 
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Questionnaire: For Summary 

Table- Status of adequacy of internal control mechanism in Central 
Universities 

S. 
No. 

Question Response - 2017 

Yes  No Partially N.A. 

1 How many Central Universities 
have internal control system and 
checks policy in place? 

    

2 How many Central Universities 
are disclosing Internal Control 
policy in the financial statements? 

    

3 How many Central Universities 
conduct periodical review of 
internal control system/manual? 

    

4 4 How Many Central Universities 
have Internal audit manual/policy 
is in place and internal audit is 
being conducted periodically? 

    

5 How many Central Universities 
have a system of adoption and 
updation of internal control 
system on the basis of 
suggestion and queries raised by 
CAG and Statutory Auditors? 

    

Source: 
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