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SEPARATE AUDIT REPORT OF THE COMPTROLLERAN D AUDITOR GENERAL OF INDIA
ON THE ACCOUNTS OF THE NATIONAL INSTITUTE or TECHNOLOGY KARNATAKA,
SURATHKAL FOR THE YEAR ENDED 31 MARCH 2012

We have audited (he attached Balance Sheet of National Institute of Technology Karnataka, Surathkal ag at
31 March 2012, and the Income & Expenditure Account and Receipts and Payment Account for the year
ended on that date under Section 19(2) 6fthe Com ptroller and Auditor General's (Duties, Powers and Condi-
tions of Service) Act, 1971, These financial slatements are the responsibility of the Institute's management. Qur
responsibility is to CXPress an opinion on these financiaj statements based on oy audit.

2. This Separate Audit Report containg the comments of the Comptroller ang Auditor General of India
(CAG)on the accounting treatment on ly with regard to classification, conformity with the best accounting
practices, accounting standards and disclosure norms, efe.  Audit observation on financial transactions with
regard to compliance with the Law, Rules and Regulations (Propriety and Regularity) and Efficiency-cum-
performance aspects, etc., ifany are reported through Inspection Reports / CAG's Audit Reports scparately,

3. We have conducted our audit in accordance with auditing standards generally accepted in India. These
standards require that we plan and perform the aud; t1o obtain reasonable assurance about whether the financial
statements are free from material mis~s_t_atcmcnts._An_audit includes examining, on a test basis, evidenceg
supporting the amounts and disclosures in the financial statements. An audit also includes assessin g the ac-
» counting principles used and significant estimates made by management, as wel] ag evaluating the overall pre-
sentation of financial statements. We believe that oup audit provides a reasonable basis for our opinion,

4. Based on our andit, we report that:

i We have obtained all the information and explanations, which to the best of our knowledge and belicf were
necessary for the purpose of our audit.

i The Balance Sheetand Income & Expenditure Account and Receipt & Payment Account dealt with by this
report have been drawn up in the format approved by the Instifute:

il Inour opinion, proper books of accounts and other relevant records have been maintained by the Institute in
so far as it appears from oyr examination of such books,

v We further report that :
A) GENERAL :

The Institute revised the accounts at the instance of audit. The revised accounts were submitted on 22.08.2012
The effect of revision was that the assets and |jabj lities increased by 30.69 crore, excess of Expenditure over
income decreased by 20.12 crore and Receipis and Payments for the year increased by 392.75 crore.

B) GRANTSAIN-AID

Outof'the Grants-in-ajd 0f¥77.72 crore (including previous year's balance of 7 12.32 crore) received from
Government of India during the year, the organisation could utilise 4 sum of% 73.00 crore, leaving a balance of
¥ 04.72 crore as unufi| ised grant as on 31 March 2012,




C) MANAGEMENT LETTER :

Deficiencies which have not been included in the Audit Report have been brought to the notice of the Director,
National Institute of Technology, Surathkal, fhrough a management letter issued separately for remedial / correc-
tive action.

v  Subjecttoour observations in the preceding paragraphs, we report that the Balance Sheet, Income &
Expenditure Account and Receipt & Payment Account dealt with by this report are in agreement with the books
of accounts. e

vi Inour opinionand to the best of our information and according to the explanations given to us, the said
financial statements read with the Accounting Policies and Notes on Accounts, and subject to the matters stated
above and other matters mentioned in Annexure to this Audit Report give atrue and fair view in conformity with
accounting principies generally accepted in India.

a. In so faras itrelates to the Balance Sheet, of the state of affairs of the National Institute of Technology,
Karnataka, Surathkal asat 31 March 2012; and '

b. In so far as it relates to Income & Expenditure Account of the deficit for the year ended on that date.

For and on behalf of the C & AGof India

Place : Bangalore
. Sd/-
Date : 18 Oct 2012
ate ctober .1 PRINCIPALDIRECTOR OFAUDIT (CENTRAL)

BANGALORE




ANNEXURE

1. Adequacy of Internal Audit

Internal Audit Wing is understaffed and it was seen that Institute had conducted Internal Audit upto
2011-12

2. Adequacy of Internal Control

The Internal Control System prevail ing inthe Institute js adequate to have an effective control over the
functioning of the Institute.

3. System of Physical verification of fixed assets/inventory.

Physical verification of fixed assets/inventory for the year had been carried out by the Institute.

4. Regularity in payment of statutory dues

All statutory dues of the Instity te had been remitted within the st; pulated date,

Sd/-
PRINCIPAL DIRECTOR OFAUDIT (CENTRAL)
BANGALORE
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NATIONAL INSTITUTE OF TECHNOLOGY KARNATAKA
SURATHKAL, P.O SRINIVASNAGAR -575025

1 1 . 1CIE
' ' AND
NOTES ON ACCOUNTS

§I§§NEICAETACCO!}ET!EGPOLIQIES :

1 Al INT G T

Government Grants are accounted on Grant sanction/accrual basis. During the year the ministry has sanc-
tioned a sum 0f2.5,500.00 lakhs under Plan and ¥ 3,240.00 lakhs under Non-Plan out of which, a sum
2 2000.00 lakhs sanctioned on 23-03-2012 under Plan and Z. 200.00 lakhs sanctioned on 29-03-2012

under Non-Plan has been accounted on accrual basis. Project grants for which sanction order received
from various funding agencies are accounted on cash basis.

Further during the year MHRD has santioned 2. 200 lakhs under TEQIP Phase 11.

I 0

Expenditure of both capital and Revenue nature are charged to the grants. Assets created out of the funds
have been stated at historical cost in the Assets side of the Balance Sheet with corresponding entry to the {
capital fund and depreciation has not been charged.

3. CURRENT LIABILITIES - PROJECTS

Expenditure of Both Capital and Revenue nature are charged to the Grants and net balance is stated under
current liabilities. Assets created out of projects have been stated at written down value cost in the Assets
side of the Balance sheet with corresponding entry to the Capital Fund.

Assets created out of the other research project fund have been shown separately without charging the
depreciation.,

4, FIXED

Fixed Assets have been stated at actual expenditure towards the assets less depreciation without reducing
the Grant received for the Assets. Cost comprises the construction/purchase price and any other applicable
costs. The Land is being shown on historical cost. During the year the Building amounting
T 5447.81 lakhs has been capitalized from Work in Progress.

.

©




3. DEPRECIATTON

Depreciation was provided under wtitten down value method. Assets acquired on and after 01-10-2011
are applied with 50% applicable rate of depreciation (Detailed working is given in the schedule No. 5B to
the Balance Sheet.).

6. 1.T. EXEMPTION ,
Institute is exempted from Income Tax as per Section 10(23C) (IIlab) of the Income Tax Act 1961.

TINVESTMENTS

Investments are stated at Cost and the same is disclosed in detail as per the standard format. All invest-
ments are made in the nationalised scheduled banks.

8. EMPLOYEES TI AL BENEFTT

All Income & Expenditure are accounted on accrual basis, except existing employees gratuity, leave

encashunent which are accounted on cash payment basis and provision for gratuity, leave encashment pro~. - -

vided only when it was due for payment during the financial year.
2. WIP VALUATTON

Worlcin Progress is valued at cost incurred

1 ATl FRECEIPT

Fee collected from DASA Students are apportioned between Tuition Fee, Staff Development Fund and
NITK Corpus Fund in the ratio of 25:25:50 respectively.

11, TUTTION FEFE

As per Institute norms, the fee is charged on semester basis, even though the period is spread over to two
financial years. The spread over of 3 months to next financial year is not considered on accrual basis, as
semester fee is not divistble on day basis and as there is no liability to Institute to refund of fee if a student
leaves the Institute before the completion of the academic year. Hence tuition fee collection for the aca-
demic year 2011-12 is accounted on receipt basis. Leave encashment on availing LTC is also accounted on
cash basis. '

12. BANK INTERES']

Interest earned on Savings Bank Accounts, Earmarked Fund and Fixed Deposits accounts are accounted
on cash basis




13, GENERAL PROVIDENT FUND

The Employees General Provident Fund is maintained through a separate Trust Account.

14, HOSTELMESS ACCOUNT

NITK Hoste! Mess Account is maintained Separtely. It is a Separate entity governed by the Hostel
Executive Commitiee consisting of Chief Warden and other Wardens.

NOTES ONACCOUNTS :

1.Previous year figures have been recast and regrouped whercver necessary in conformity with the cur-
rent year presentation.

2. TEQIP and TEQIP Phase If accounts was incorporated directly in the Balance Sheet of the Institute.

3. Tuition Fee concession to the SC/ST Students, who are cligible for scholarship, accounted on accrual
basis.

4. Interest earned on mobilization advance for civil works under Plan grants to the tune of¥4.16 lakhs has
been credited to Plan grants.

Sd/--
Date: 26.07.2012 (SANDEEP SANCHETT) f
Place: Surathkal DIRECTOR
N.LT.K SURATHKAL
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Nitin J. Shetty & Co.,
CHARTERED ACCOUNTANTS

AUDIT REPORT
To,
Director, NITK Surathkal
TEQIP-Phase Il

We have audited the accompanying financial statements of the TECHNICAL EDUCATION QUALITY IMPROVE-
MENTPROGRAMME (TEQIP) PHASE 11 PROJECT-NITK Surathkal financed under World Bank Credit which com-
prise the statement of sources and applications of funds and the reconciliation of claims to total application of funds
for the year ended 31,03.2012. These stafements are the responsibility of the Project's Management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Engagement and Quality Control Standards promulgated by the
Institute of Chartered Accountants of India (ICAI). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatements. An andit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, An
audit also includes assessing the accounting principles used and significant estimates made by the management, as
well as evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable
basis for our opinion. :

In our opinion, the financial statements pive a true and fair view of the Sources and Application of Funds and the
financial position of NITK-TEQIP for the year ended 31.03.2012, in accordance with the standards issued by the
Institute of Chartered Accountants of India.

In Addition, in our opinion:

(a)with respect to FMRs, adequate supporting documentation has been maintained to support claims to the Worid
Bank for reimbursement of expenditure incurred.

(b)Except for ineligible expenditures as detailed in the audit observations, if any, appended to this audit report,
expenditures are eligible for financing under the Credit Agreement During the course of the audit, FMRs and the
connected documents were examined and these can be relied upon to support reimbursement under the Loan/Credit
Agreement.

Date:15.06.2012 For NITIN J. SHETTY & CO.
Place : Srinivasanapar Chartered Accountants
‘ Firm Reg. No. 0088915

sd/-
CA.NITIN J. SHETTY, Partner,
Membership No, 025990

VIOLET COMPLEX, 8.C.5.HOSPITAL ROAD, MANGALCRE-575 002
Ph: 6552444, 2215000 (Q) Fax: 4272727, email: info@nitinjshetty.com
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Nitin J. Shetty & Co.
CHARTERED ACCOUNTANTS

(a)

(b)
)
(d)

()

(@)

Significant Accounting Policies and notes forming part of accounts

Significant accounting Policies:

The financial statements have been prepared in accordance with the formats provided by National Project
Implementation Unit, Noida, for Technical Education Quality Improvement Programme (TEQIP) of Gov
ernment of India,

Revenue Recoguition : Revenue is recognized on cash basis,

All payments have been charged off to the relevant expense account head at the time of making the
payments under the programme. :
Materials purchased for the project activities have been charged off to the relevant project expend;ture at

the time of purchase.
Fixed assets acquired under the programme are taken at cost and no depreciation is charged theron during

the year.

Notes forming part of accounts

. Figures have been rounded off to the nearest rupee wherever necessary.

For NITIN J. SHETTY & CO.,
Chartered Accountants
Firm Reg. No. 0088918

Sd/-
CA, NITIN J. SHETTY, Partner
Membership No.025990

VIOLET COMPLEZX, §.C.S. HOSPITAL ROAD, MANGALORE-575 002
Ph: 6552444, 2215000 (O} Fax: 4272727, email; info@nitinjshetty.com
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Nitin J. Shetty & Co.
CHARTERED ACCOUNTANTS

The Director
National Institute of Technology Karnataka
- Surathkal, Srinivasnagar,

Dear Sir,
SUB: Mapagement Letter

‘We have audited the financial statements of TECHNICAL EDDUCATION QUALITY IMPROVEMENT PROGRAMME
(TEQIP) PHASE I PROJECT-NITK, Surathkal for the year ending 31st March 2012 and have issued our report dated
15.06.2012, In planning and performing our audit of TECHNICAL EDUCATION QUALITY IMPROVEMENT
PROGRAMME (TEQIP) PHASE Il PROJECT-NITK, Surathkal, we considered its internal accounting control structure
in order to determine our auditing procedure for the purpose of expressing our opinion on the financial statements and
‘o provide assurance on the internal accounting control structure. ‘The matters involving the internal accounting
control structure and its operations that we consider to be material weakness in accordance with the standards reffered
to above have been dealt with in our audit report.

(Comments and observation, if any, on the accounting records, systems and controls that were examined during the
course of the audit) '

« NL
(Specific deficiencies and areas of weakness (if any) in systems and controls and make recommendations for their
improvement)

+ NL
{Degree of compliance with the financial / internal control procedures as documented in the PIP)

+ Two officers shouid authorize all payments.

{Matters that have come to attention during the audit, which might have a significant impact on the implementation of
the programme})

+ Wehave not come across any deviation which might have a significant impact on the implemeniation of the
programme

{Any other matter that the Auditor considers pertinent)

Rs. 1,44,467/- is an expenditure which belongs to the prior period (i.e 2010-11)

Comparative Statements are nof prepared for the purchase of assets

Revised Financial Monitoring Report for the 2nd, 3rd & 4th quarter should be submitted.

Stale Chegques found in the bank reconciliation should be cancelled and fresh cheques should be issued,

P I Y

VIOLET COMPLEX, 5.C.S. HOSPITALROAD, MANGALORE-575 002
Ph: 6552444, 2215000 (O) Fax: 4272727, email: info@nitinjshetty.com




(Certify Whether Physical Verification of Assets was carried out by the Institution)

+ Physical Verification of Asstets acquired from Programme funds has been carried out by the
Institution.

Suggestion / Recommendation on above observation:-

Management Comments:~

For NITIN J. SHETTY & CO,,
Chartered Accountants
Firm Reg, No. 0088918

Date :15.06.2012
Place: Srinivasnagar

‘ Sd/-
CA. NITIN J. SHETTY, Partner
" Membership No.025990

(50)
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