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Chapter 1: Introduction
Education is a ‘concurrent list’ subject in the Indian Constitution. It makes both Central and state
governments responsible for providing free and compulsory education in India. The government
has to make policies for a well-planned design of institutions, to provide physical infrastructure
and human resources of a larger extent. At the Central level, the Ministry of Human Resources has
been responsible for formulating policies and providing adequate resources for educational
development whereas in states, the onus has been on the Department of Education.
Public expenditure on education for current consumption and long-term investment at subnational
levels (e.g. state, district, taluk/block and village) is important for the development of all types and
levels of education in India. From the viewpoint of policy analysis, sub-national public expenditure
on education is essential for (a) construction of public expenditure indices, as a measure of public
efforts and commitment for the education sector in particular and human development in general;
(b) estimation of state government’s budgetary subsidy to different levels and types of education
[Narayana (2001)]; (c) preparation of medium term fiscal plans at the state and departmental levels
to attain fiscally sustainable development [Government of Karnataka (2004) and Government of
Karnataka (2003a)]; and (d) estimation of resource requirements to achieve education policy
targets, as evident, for instance, in the World Bank’s assessment of state level financial resources
for primary education [World Bank (2002) and World Bank (1997)]. Thus, sub-national public
expenditure on education is a foundation for decentralised planning and management of manpower
development and human capital formation in India.
The Department of Public Instruction (Primary and Secondary Education) and Department of
Higher Education have larger human resources as compared to other departments. The primary
responsibility of the Department of Public Instruction is universalisation of elementary and
secondary education (universal access, retention and quality education). Apart from this, there are
several administrative aspects that are involved such as running the government owned and grantin-aid schools and also providing adequate infrastructure facilities and human resources in the
state. The department receives funds from the Central government for flagship programmes like
SSA & RMSA in a sharing pattern and also from budgetary allocations from the state government.
These funds are utilised for various purposes like construction of schools, maintenance of
infrastructure, salary to the staff, incentive to the students for admission, uniforms and etc.
7

As per the Karnataka Education Act, 1983, it is considered necessary to provide for planned
development of educational institutions, inculcation of healthy educational practices, maintenance
of accounts, monitoring and auditing of the resources and improvement in the standards of
education and better organisational discipline and control over educational institutions in the state.
Over the years, the act has been amended with necessary changes and has improvised the
accounting system of Education Department which was spelt out in the Karnataka Education Act
of 2003.
The Education Department has largely been maintaining the Indian Accounting System and not
double entry system as suggested by RMSA and SSA of GoI. Some factors indicate diversity in
accounting practices. Some reasons for this are:
1. Lack of awareness as to the benefits of adopting sound accounting practices.
2. Adoption of different basis of accounting: Current accounting practices by various
educational institutions vary from those on cash basis1, accrual basis2 to a hybrid form of
accounting3 i.e. a mix of both cash and accrual basis of accounting.
3. Impact of other practices: The department has accounts officers from both Education
Department and KSA & AD. Some of them follow the accounting system of SSA & RMSA
guidelines and others follow KSA & AD accounting system.
As a result of the above factors, the existing accounting practices of the educational institutions
have the following characteristics:

1. There is no standard basis of accounting being followed by Educational Institutions. Cash,
hybrid, accrual and modified cash basis4 of accounting are being followed.
2. There is lack of uniformity in the presentation of financial statements.
3. There are different disclosure practices being followed.

1

Cash Basis: Revenue is recorded when cash is received from customers, and expenses are recorded when
cash is paid to suppliers and employees.
2
Accrual Basis: Revenue is recorded when earned and expenses are recorded when consumed.
3
Hybrid form of accounting: A mix of both cash and accrual basis of accounting.
4
The Modified Cash Basis: is an accounting method that combines elements of the two major accounting
methods: the cash method and the accrual method. The modified cash basis method uses accruals for long-term
balance sheet elements and the cash basis for short-term ones.
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4. There is no proper reporting, whereby end-use of earmarked 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.

1.1 Objectives of the Study
The objective of this study is to analyse the existing practices of accounting standards/structure of
education departments specifically related to Primary and Secondary Education Department.

1.2 Importance of the Study
The Karnataka Education Act, 1983 and the amendment of 2003 has set the procedure of
management of accounts, formats for bills/vouchers and reporting structure. It was found that there
was no uniformity in the procedures and formats followed by the department for long. In addition
to this, it was felt that it is difficult to maintain all the accounts records at the school levels that are
specified by the central government as per the Double Entry method based on Mercantile System.
With these facts, the department requested Karnataka Institute of Public Auditors (KIPA) in 2012
to conduct a study and suggest on Simple procedures for management of accounts in the
department. KIPA has suggested formats and procedures to generate the receipts/ vouchers,
submission of vouchers to treasury and maintenance of assets and liabilities, budget procedure and
periodic reporting structure. It has also suggested to strengthen the BRC/HM/DDO’s in this regard.
Though, there are lot of gaps, the study will focus to identify whether double entry system is being
followed or not.

1.3 Methodology of the Study
For the study, the qualitative method has been adopted. The study focuses on the existing
accounting system, procedures, and formats of bills/vouchers, monitoring mechanism and
reporting standards of the department. The study tries to examine the existing accounting practices
and come up with suggestions.
Data Sampling: The study is limited to Elementary Education with in Department of Public
Instruction. The levels that are looked into are block and school.
Data Source: This study is based entirely on the primary and secondary data sources with use of
advanced excel tools. Major sources of data are:
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The primary data has been collected from schools at Vijaynagar, Bangalore and also after
interviews with Head Mistress and officials of the Department of Public Instruction. The secondary
data was collected from:
1. Annual report of Education departments.
2. The Karnataka Education Act, 1983, 1997 and 2003.
3. Some articles from journals and websites.

1.4 Chapterisation
This study comprises four chapters, the first chapter is introduction, and the second chapter focuses
on organisation and budgetary allocations for Education Department. The third chapter focuses on
the accounting structure of the department and the last chapter focuses on conclusion and
recommendation.
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Chapter 2: Structure of Primary and Secondary Education: Budgetary Analysis
Education facilitates learning. It can take place in formal or informal settings. It is commonly
classified into stages such as preschool, primary school, secondary school and higher secondary
education (Education, 2015). It has been made mandatory by some governments. At the global
level, Article 13 of the United Nations' 1966 International Covenant on Economic, Social and
Cultural Rights recognises the right of everyone to education. It is considered as the heart of the
development process. In recent years, many developments have taken place with regard to primary
education. ‘The Right to Education’, is declared as one of the fundamental rights of citizens of
India. The government has already introduced several schemes, most notably the Sarva Shikshana
Abhiyan (SSA), National Programme of Mid-Day Meal in Schools (NP-MDMS), etc. (SSPHD,
2014).
The Education department has broadly classified as ‘Primary and Secondary Education’
(Department of Public Instruction) and ‘Higher Education Department’. The Primary and
Secondary Education Department caters to the elementary education, Secondary and higher
secondary Education.
Table 2.1: Organisation Structure of Department of Public Instruction

Source: Primary and Secondary Education Department

According to ownership and management purposes, schools have been divided into the following
categories:
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Table 2.2: Schools by Type
Sl.
No
.
1
2
3
4
5
6
7
8

9
10

11
12
13
14
Total

Management
1-Department of
Education
2-Tribal Welfare
Dept.
3-Local body
4-Pvt. Aided
5-Pvt. Unaided
6-School
Managed by
Other Govt.
Department
8-Un-Recognised
90-Social
Welfare
Department
Schools
91-Ministry of
Labor
92-Kendriya
Vidyala / Central
Schools
93-Jawahar
Navodaya
Vidyala
94-Sainik
Schools
95-Railway
Schools
96-Central
Tibetan Schools

Higher Secondary Schools (PU
Section)
Boy
CoGirls
Total
s
Ed

Lower Primary Schools (LPS)

Upper Primary Schools (HPS)

Secondary Schools (HS)

Bo
ys

Girls

Total

Boy
s

Girls

Co-Ed

Total

Boys

Girls

CoEd

Total

6

42

21225

400

552

21535

22487

52

177

4452

4681

19

101

1074

1210

0

0

14

14

0

0

11

11

0

0

2

2

0

0

0

0

0
1
6

0
6
10

1
221
4190

1
228
4206

0
29
30

0
44
48

20
2726
9764

20
2799
9842

4
66
35

8
276
97

27
3461
6401

39
3803
6533

0
4
6

4
51
158

9
698
2744

13
755
2921

0

0

3

3

1

2

58

61

1

2

30

33

0

4

6

10

0

0

6

6

0

0

4

4

0

0

0

0

0

0

1

1

2

2

112

116

12

184

714

910

12

125

374

511

0

3

43

46

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

2

2

0

0

34

34

0

0

29

29

0

0

23

23

0

0

0

0

0

0

24

24

0

0

23

23

0

0

26

26

0

0

0

0

1

0

6

7

1

0

6

7

1

0

2

5

0

0

0

0

0

0

2

2

0

0

1

1

0

0

0

0

0

0

0

0

0

0

5

5

0

0

4

4

0

0

2

2

60

2572
6

685

1481
0

15666

30

321

4628

5012

15

CoEd
2117
7

25801

473

830

34903

36206

171

Source: DISE Report of Primary and Secondary Education Department, GoK, 2016

2.1 Budget: Formulation and Description
The budget is prepared by the department based on proposals received by the district heads and
the same is submitted to the Educational Secretariat. This is then given to the Finance Department,
who publish the various budget documents. The Finance Department publishes a summary detail
of the budget. There are two main documents published by it:
1) The Summary of Demand for Grants document: This gives the details of the budget under
various Heads of Account (12 Digit) which is termed as ‘charged’. “Charged” stands for the
amount that has been assigned for a particular scheme by the particular department. This
estimate is then put to vote in the legislature. The approved amount 13 is then put in as “Voted”.
2) The Detailed Estimates of Expenditure document: This is the Planning document. It gives
the detailed estimates of expenditure under various Heads of Accounts as presented to the
Legislature annually in the month of March. For example, the Detailed Estimates of
Expenditure, Volume III, 2005-2006, has the details of education under the Head of Account,
12

2202, General Education. It gives the 2003-2004 Accounts details, the 2004-2005 Budget and
Revised estimates and the 2005-2006 Budget Estimates.
These documents, however, are published only at the state level. At the divisional level, the Deputy
Directors of Public Instruction are in charge of the formulation of the budget, whereas in other
districts, the respective Deputy Directors submit the proposals for the budget to the Commissioner
of Public Instruction.
At the district level, we have a document called the budget allotment for Zilla Panchayat Plan and
Non Plan [zilla, taluk and gram panchayat scheme wise], which records budget allotments to the
zilla, taluk and gram panchayats scheme-wise for a particular year. This document is colloquially
referred to as the ‘Link Document’. A Detailed Estimate of Expenditure document, as published
by the Government of Karnataka, does not exist for the district. Therefore, it is not possible to get
accounts details at the district level.

The Link Document is published annually in two Volumes - Volume I and Volume II. Volume I
contains information for the Bangalore and Mysore division. Volume II has information for the
Belgaum and Gulbarga Division. These respective divisions are made up of several districts and
the information for each of these districts is available in the document. Thus we refer to Volume I
for information regarding budget allotment to the Bangalore Urban and Rural districts. The link
Document has Education budget allocations made to the zilla and the taluk panchayats only.
Table 2.3: Components of Budget Allotment on Education Expenditure
Head of Account

Names

2202

General Education

2203

Technical Education

2204

Sports and Youth Services

2205

Art & Culture

2210

Medical and Public Health Services

2225

Welfare of SC/STs and OBC/BCM

4202

Capital outlay on education, sports, art & culture

Source: Budget allotment for Zilla Panchayat Plan and Non Plan document .
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Table 2.4: Budgetary Allocations for Education Department (2010-11 to 2017-18)
Sl.
No.

2010-11
BE

2011-12
(BE)

2012-13
(BE)

2013-14
June
(BE)

2014-15
(BE)

2015-16
(BE)

2016-17
(BE)

2017-18
(BE)

Elementary
507031 592052
710583
944604 1057417
948156
984342
961069
Education
Secondary
2
309375 359705
368780
516072
599203
550380
497829
500178
Education
Language
3
3149
3058
2479
2816
2988
3278
3658
3683
Development
4
General
29392
35031
24495
39166
32291
53737
18686
31098
University &
5
Higher
131144 143982
180337
222731
259647
277209
338603
286654
Education
Adult
6
1096
1145
2162
1697
1332
998
2556
1299
Education
Total allocations of
Education
981187 1134973 1288837 1727086 1952879 1833758 1845674 1783981
Department
Consolidated Fund
7006339 8531876 10274192 12161087 13800817 14253443 16341857 18656109
of State
% of Allocation to
Education against
14
13.3
12.54
14.2
14.15
12.87
11.29
9.56
CFS
% of Allocation to
Elementary
7.24
6.94
6.92
7.77
7.66
6.65
6.02
5.15
Education against
CFS
% of Allocation to
Elementary
Education against
51.68
52.16
55.13
54.69
54.15
51.71
53.33
53.87
Overall allocations
of Education Dept.
1

Source: Budget Volumes of Finance Department, Government of Karnataka from 2012 to 2017.

The above table shows that total allocations of Education Department have declined over the
period. As compared to the Consolidated Fund of State (CFS), it was 14% in 2010-11 to 9.56% in
2017. This is due to a decline in the grants from Central government for SSA/RMSA and other
flagship programmes. The enrolment ratio in elementary education has increased to 0.98% in 2017
as compared to 2013-14.
There is 2.19% increase in the allocations of elementary education department as compare with
allocations of within education department i.e. from 51.68% in 2010-11 to 53.87% in 2017-18.
These allocations are mainly utilised for the purpose of teacher’s salary/ maintenance of school /
fee imbursement/ honorarium for hired teachers etc.
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2.2 Sources of Revenue for Educational Institutions
Educational institutions (like schools, colleges, universities etc.) do not exist for earning profits.
They simply supply benefits and services to the public. As a result, their primary sources of income
are fees, subscriptions, donations, grants etc. Apart from that, these schools/colleges/institutions
will have revenue sources from government (state/Central government in the form of grants) and
also some of the funds received from financial institutions like World Bank, UNICEF and other
agencies to meet the intended objectives of any programme.
1. Grants from SSA/RMSA: SSA/RMSA provide grants to both types of schools which are run
by the Department of Education and schools supported/aided by the Department of Education.
All the schools are provided with school grant and teacher grant for the preparation of teaching
and learning material. In addition, the schools of the department having their own buildings
are provided with school grants for repair and maintenance and grants for new civil works.
School grants: School grants are given to all primary and upper primary schools (government
including aided and local bodies). Primary school (class 1 to 5) is considered as one unit and
Rs. 5000 is given as school grant. Upper primary school (class 6 to 7/8) is also considered as
one unit and Rs. 7000 is given as school grant. Schools with primary and upper primary classes
are considered as two separate units and Rs. 12,000 is given as school grant.
School grants are utilised for the following activities:


For the maintenance of school records and contingency expenditure.



For the preparation and implementation of school development plan (a plan chalked
out for the development of the school based on the needs of the school).



For the preparation of teaching and learning materials.



If there are savings after implementing the above activities, the amount may be used
for the purchase of television and Receive Only Terminal (ROT).

2. Maintenance grant: Maintenance grant is given to all government primary and upper primary
schools including rented and rent-free buildings on the basis of the number of class rooms in
each school. And also for protection of school building and maintenance of the school like
whitewashing, minor repair works, preparation of teaching-learning equipment, payment of
electricity and telephone bills, provision of drinking water facility, maintenance of toilets and
cleanliness of school and its campus. If there are savings after implementing the above
activities, the amount may be used for the installation of incinerators and purchase of sanitary
napkins for girl students studying in higher primary schools.
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3. World Bank support: Since 2000, the World Bank has committed over $2 billion to education
in India. It has also provided technical support. Assistance includes:


Elementary/Primary education: Since 2003, the bank has been working with Central and
state governments, along with development partners (UK's DFID and the European Union)
to support the Sarva Shiksha Abhiyan programme.

2.3 Release Funds/Grants from State Government (Including SSA/RMSA Fund)
The Education department will release funds to schools in two ways: The maintenance
grants/salary/honorarium of teachers would be released from Commissioner of Public Instructions
Department and schools/teachers grants will be released from Project Director of SSA/RMSA. The
flow charts as follows;
Figure 2.1: Release of funds from State to School
Budget
Allocation

RMSA State

SSA State

School SDMC A/C
(Primary) -

School SDMC A/c
DDPI SSA

2nd Set of Uniform,
Shoe & Shocks for
girls students

DDPI RMSA

(High School Other Allowances )

Building Expenses
SDMC A/C
Primary - Building
Expenses

Eco Club

Block

School Grants

CWSN Escort &
Transport Amount
to childrens A/C

Block

CWSN Escort &
Transport Amount
to childrens A/C

School SDMC A/c
(High school -Other
Allowances)

Eco Club

Source: Annual Report of Primary and Secondary Education Department, GoK.

The allocations would be released from vertical line to horizontal order. The Finance Department
will released the allocations to all the Secretariat Department after the approval from legislature.
The concerned Secretariat Department releases the amount down the line in broadly two ways as
SSA and RMSA. The SSA amount will be utilised for primary and higher primary schools. These
amounts of maintenance grants (school building, shoe/uniforms etc.) will be released directly to
school accounts and rest of the amount will be allocated through DDPI/BEO and to concerned
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schools. These amounts will be utilised for salary/eco club/ fee concession and other contingency
purposes.

2.4 Purposes of Fund Utilisation
Figure 2.2: Purpose of Fund Utilisation at School Level
Toilet
grants

MDM
Helpers

Teacher
grant

Guest
teacher
salary

Kitchen
grants

School grant Maintanence
(day to day
expenses)
Construction
of New
school
building

Other
expenses

Funds

Uniform
grants
Additional
Room
construction
grants

Repair
grants

Source: Author Designed

2.5 Process of Balance Amount Return
For the accounting system in the education department, they are using only receipts. They utilise
the funds given by the government and if any amount remains, they return it to the Deputy Director
of Public Instruction (DDPI) and collect the money from there and send it to the Sarva Shiksha
Abhiyan (SSA).
Figure 2.3: Process of Balance Amount Return
School

State
(SSA/R
MSA)

BRC

DDPI
Office

Source: Author Designed
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Chapter 3: Accounting Structure of Primary and Secondary
Education Department
The Education Department receives funds from state/ Central government, and some amount from
tuition fees, admission fees, fines, session charges and special fees, laboratory fees, library fees,
sports fees etc. Generally, the accounts of an educational institution (both public/private) are
maintained under cash basis of accounting and not under mercantile basis of accounting. Cash
basis accounting is a form of single entry system of accounting. The single entry system of
accounting records each accounting transaction’s cash disbursement and cash receipts. Asset and
liability records are usually not tracked in a single entry system; these items must be tracked
separately. All cash transactions are recorded in the cash book. No other ledgers find a place in
this system. All transactions of a personal nature are simply recorded in a rough book. It is an
income statement of the institutions. This accounting system is not scientific in nature. Most of
the institutions are maintaining a single entry system even though the government has suggested
they maintain all the transactions in a double entry system.
Some of the significant problems identified with the single entry system include:


Assets: Assets are not tracked, so it is easier for them to be lost or stolen.



Audited financial statements: It is impossible to obtain an audit opinion on the financial
results of a business using a single entry system; the information must be converted to a
double entry format for an audit to even be a possibility.



Errors: It is much easier to make clerical errors in a single entry system, as opposed to the
double entry system, where separate entries to different accounts must match.



Liabilities: Liabilities are not tracked, so you need a separate system for determining when
they are due for payment, and in what amounts.



Reporting: There is much less information available upon which to construct the financial
position of a business, so management may not be fully aware of the performance of the
business.

To bring out transparency in the accounting system, the department of education has entrusted
KIPA in 2012 with the task of finding out a suitable accounting system for the Education
Department and also to suggest formats of cash receipts and disbursement and assets and liabilities
of the schools. The KIPA has submitted the report to the department and suggested it to maintain
the double entry system of accounting and suggested the formats of various transactions.
18

Double entry system of accounting
This is more than the traditional and conventional system for recording transactions in financial
accounting. This is a scientific method which has some rules and principles which must be
followed. The basic essence of the double entry system is that every transaction will affect two
accounts. This is known as the debit and credit rule – for every credit entry, there must be a
corresponding debit entry.
The double entry system is widely used and recognised in the accounting world. Some salient
features of this system are:


All three types of accounts are maintained in this system – Real, Nominal and Personal



The arithmetical accuracy of the financial records are verified by preparing the trial balance



The system does not have many modifications



It allows for the preparation of the balance sheet which will reflect the financial position
of the organisation



Easy to detect frauds and errors in this double entry system

The three main rules followed are:
1. Debit the receiver and credit the giver
2. Debit what comes in and credit what goes out
3. Debit all losses and expenditure and credit all income or gains.
Important accounts records to be maintained in double entry system of accounting:
a) Receipts books: As suggested by KIPA, each receipt should be in duplicate. Each receipt
book and the receipt should have a number and it has to be printed by machines. The carbon
copy of the receipt should be given to the payer and original copy of receipt is to be retained
in the receipts book for future verification purposes.
b) Vouchers: In the double entry accounting system, all the incurred expenditure (payments)
from institution/school for different purposes are to be maintained in three types of
vouchers as follows:
1. Cash vouchers5

5

Cash vouchers: A cash voucher is a standard form used to document a petty cash payment. When someone wants
to withdraw cash from the petty cash fund, that person fills out the cash voucher to indicate the reason for the
withdrawal, and receives cash from the petty cash custodian in exchange.
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2. Bank vouchers6
3. Journal vouchers7
These vouchers are initial document for recording of all the expenditures/payments incurred in the
year. And cash and bank vouchers are also called the books of primary entry. The
school/institution, before making payment, has to collect the invoice from vendor/contractor with
certification. After verifying the bills, it should initiate the process of payment8.
c) Cash book: In order to record all receipts and payments, a columnar cash book is prepared.
Each receipt or payment is analysed into its appropriate head and recorded in the analysis
column and the total of the analysis column will represent the amount received or paid
under a particular head.
d) Ledger: The ledger is a register in which all transactions recorded in the cashbook or
journal shall be classified under different heads of accounts or objects of expenditure or
any sub-unit thereof. Every ledger account is divided into two sides, the left-hand side
being the “debit side” and the right hand side the “credit side”. The ledger reflects not only
the entries of cash and bank vouchers but also the details entered in the journal voucher.
At end of every month/year, it is verified if the income is more or the expenditure. These
details are carried to the trial balance sheet. The following financial statements are reflected
in the trial balance:
1. Income and expenditure9.
2. Receipts and payment statement10
3. Balance sheet11 - Assets and liabilities

6

Bank vouchers: Vouchers maintained when payments are made through cheques.
7 Journal vouchers: Journal voucher is prepared for the transactions which does not relate to sales, purchases, cash,
bank, material returns. It pertains to the transactions related to transfer/ adjustments/Accrual.
8
As per guidelines of 2004 of Accounting system in SSA/RMSA, Page No. 9 & 10.
9
Income and expenditure statement: Total income and expenditure incurred during the financial year. The
statement is includes cash received and its purpose of utilisations.
10
Receipts and payment Accounts: The statement includes the total amount of cash received from different sources
and its utilisation in a year.
11
Balance sheet: It indicates financial position of the school in a year.
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Figure 3.1: Flow Chart of Financial Statement and Maintenance of Accounts Supposed to
be Maintained at School/ Block Level*
Transaction
Related

Initial
Documentary
Recording

Receipts

Payments

Assetisation/
Accrued Demand

Receipts
Vouchers

Payment
Voucher

Journal Vouchers

Book of Prime Entry

Cash Book

Personal Accounting
Register for each activity

General Ledger

Trial Balance

Accounting Report

Income & Expenditure

Journal Book

Receipts & Payments
Accounts

Balance Sheet

Note*: Suggested by KIPA
Source: Report of KIPA for Education Department, GoK, 2004

Other Records to be maintained:

a) Register of assets: Every school has to maintain the asset register separately. The register
includes movable and non-movable assets like buildings, furniture, lands, boards etc. This
statement is reconciled at least once in a year. The format of the asset register as follows:

21

Table 3.1: Annual Movable/Non Movable Asset Statement
(As on …….)
Name of the school………………….
Sl. Particular of
As on previous
No Asset
year
(Movable/Non
Movable)
Total
No. of
assets

Added in current
year

Value

Total No.
of asset

As on
previous
year
outward
assets

As on
current
year
outward
assets

Value

Part 1: Movable Assets
1
Machinery
equipment
2
Furniture
Part 2: Immovable Assets
1
Buildings
2
Lands
b) Bank reconciliation statement: Bank reconciliation statement is a statement prepared to
reconcile the difference between the balances as per the bank column of the cash book and
passbook on any given date. The school has to prepare the bank reconciliation statement
and mentioned in the cash book register.
Table 3.2: Format of Bank Reconciliation Statement
Details:
Year …………….. Month …………. As on ……………………….
Balance as per cash book:
Add

Total
Less

(i) Cheque issued but not cashed …………………………………..
(ii) Credit entries made in the bank but not shown in the cash book
………………………………………………………………………
………………………………………………………..
(i) Amount sent to bank but not credited in bank account …………….
(ii) Bank charges debited in the bank account but not accounted for in the
cash book …………………………………………………….
…………………………………………………………

Total
Balance as
per Pass
Book/Bank
Statement …………………………………………………………

3.1 Field Visit & Observations
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With the intended objectives of the study, a visit was made to Government Model Primary School,
Hosahalli, located in Vijayanagar, Bangalore and the Block Resource Centre (BRC), Bangalore
South-2 for better understanding of the accounting system at the ground level. The school and the
BRC were randomly selected. During the visit, we had a deep discussion with officials of the
school and the officials of BRC on maintenance of accounts and vouchers as per the double entry
system as per the suggested formats of KIPA.

3.2

Observations at the School

It was observed that a cash book was maintained at the school which reflected the transactions
pertaining to the cash voucher and the bank vouchers. The receipts and the payments were recorded
systematically. However, there was no maintenance of a journal voucher basically as there were
no transactions through transfer/adjustment or accrual mode. Hence, the necessity of maintaining
the ledger does not arise. Since KIPA has observed that the school does not carry out major
transactions, it has recommended maintaining only the basic records and the records of higher
level transactions to be maintained at the block level.
The format of the vouchers are not as per the suggestion of KIPA. It is not capturing the various
details like the head of account under which this payment/expenditure needs to be made, the details
of the official who has prepared/verified the voucher, the provision for obtaining the signature of
the receiver etc.
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Figure 3.2: School Level: Cash Book Maintained12

Figure 3.3: School Level: Cash Book Maintained
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In addition, the following registers are maintained in the school:
a. Cash book
b. Monthly accounting of receipts and payment
c. Personal ledger
d. Fixed assets register
e. Stock book register
f. Journal
g. Register of bank draft received
h. Cheque issue register
i. Register for journasl/magazines/newspapers
j. Register of remittances made into the bank
k. Bank passbook /bank statement
l. Register of bank draft dispatched
m. Bill register
n. Establishment register
o. Register of works
p. Register of grants of advances to mobilising agencies /NGOs/voluntary agency
q. Salary register
r. Temporary advance register
1. Staff
2. TA/DA advance
s. Dispatch register

3.2 Observations at the block
At the block level, the cash book is being maintained, reflecting the receipts and payments
pertaining to cash mode as well as through banks. The journal voucher book and ledger is not
maintained. The annual statement of accounts is prepared and at the end, a trial balance sheet is
drawn from this, but the trial balance sheet is again reflecting only the receipts and payments and
not the income and expenditure nor the balance sheet (assets and liabilities). A balance certificate
from the bank is submitted instead of a reconciliation statement. So it fails to capture various
details of the cheques that are yet to be deposited, deposited but not encashed etc. The register of
assets is not maintained, hence the value of assets and liabilities are not considered for assessment.
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Figure 3.4: Cash Book Maintained at Block Level

Figure 3.5: Cash Book Maintained at Block Level
Annual statement of accounts at block
This statement reveals the actual income and expenditure of a year classified under
appropriate heads. The annual statement of accounts should be audited by chartered
accountants. This statement is submitted to the governing body of the institution along with
the auditor’s report. If the same is approved, it becomes final. This statement is prepared in
a columnar form, the first column being used for ‘Budgeted Figures’, the second one for
‘Actuals’ and the third one ‘Estimated Figures’ for the coming year.
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Figure 3.6: Annual Statement of Accounts
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Figure 3.7: Trial Balance for Next Year
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Figure 3.8: Reconciliation Statement submitted by Block Level Officer to State Department
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Chapter 4: Findings and Recommendations
Based on the objectives of the study and its analysis, the following are the key findings and
recommendations:

 Findings
1. There is no proper double accounting system maintained at block and school level. At each
level, it is maintained in different forms.

2. It was observed that a cash book was maintained at the school which reflected the transactions
pertaining to the cash voucher and the bank vouchers. The receipts and the payments were
recorded systematically. However, there was no maintenance of journal voucher basically as
there were no transactions through transfer/adjustment or accrual mode.

3. At the block level, the journal voucher book and ledger are not maintained. The annual
statement of accounts is prepared and at the end, a trial balance sheet is drawn from this but
the trial balance sheet is again reflecting only the receipts and payments and not the income
and expenditure nor the balance sheet (assets and liabilities).

4. A balance certificate from the bank is submitted instead of a reconciliation statement. So it
fails to capture various details of the cheques that are yet to be deposited, deposited but not
encashed etc. The register of assets is not maintained, hence the value of assets and liabilities
are not considered for assessment.

5. As suggested by KIPA, the formats of accounts/ ledger should be printed at government and
circulated to block and school level. As observed, at the block level and school level, formats
and ledger are purchased from the market. They do not capture various aspects that are
specified by the government.
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 Suggestions

1. As suggested by KIPA, the capacity building needs to be created to the staff of Education
Department at all levels about the double entry system.

2. The formats and ledger should be printed at Government Press and circulated at block and
school level in a timely manner.
[

3. Asset ledger (movable and non-movable) should be maintained at all levels.
4. The accounting system should be a double entry system and reflect income and expenditure;
balance sheet (assets and liabilities); receipts and payments.
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