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Noc CEANT- 18/ CUK - SAR/2018-19/ 22 & 6 December 2018

The Secretary to Government of India
Ministry of Human Resource Development
Department of Higher Education '

Shastri Bhavan.

New Delhi — 100 001

Sir

Sub: Separate Audit Report on the accounts of Central University of Kerala.

Kasaragod of the period 20017-18 "
Ref: Head Quarter's Letter No . RC(ABYSAR/CUK/QI-141 2048649  dated
29/1172018
I'he Separate Audit Report on the accounts of Central University of Kirala,

Kasaragod for the year ended 31 March 2018 together with the accounts is forwarded
herewith. Replies to the draft Separate Audit Report furnished by the Institute were taken
into account while finalizing the Separate Audit Report.

Receipt of the letter with enclosures may please be acknowledged.
Yours faithtully.

Sdo-
Principal Director of Audit (Central), Chennai

Encl: Separate Audit Report and certified accounts,

Copy forwarded to:
The Vice Chancellor, Central University of Kerala, Tejaswini Hills, Periva P.O..

Kasaragod - 671316 with copy of Separate Audit Report and Accounts for the vear ended 31

March 2018 for necessary action.

e

" F - a\ « . .
Principal Director of Awdit (Central). Chennai
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Separate Audit Report of the Comptroller & Auditor General of India on the Accounts of Central

University of Kerala, Kasaragod for the year ended 31 March 2018.

E We have audited the attached Balance Sheet of Central University of Kerala.
Kasaragod as at 31 March 2018, the Income & Expenditure Account and Receipts &
Payment Account for the year ended on that date under Section 19 (2) of the Comptroller
and Auditor General’s (DPC) Act, 1971 read with section 31 (1) of the Central
Universities Act, 2009. These financial statements are the responsibility of the Institute’s
management. Our responsibility is to express an opinion on these financial statements

based on our audit.

2. This Separate Audit Report contains the comments of the Comptroller & Auditor General
of India (CAG) on the accounting treatment only with regard to classification, conformity
with the best accounting practices, accounting standards and disclosure norms, etc. Audit
observations on financial transactions with regard to compliance with the Law, Rules &
Regulations (Propriety and Regularity) and efficiency —cum — performance aspects, etc.. if

any, are reported through Inspection Reports / CAG’s Audit Reports separately.

3. We have conducted our audit in accordance with auditing standards generally accepted in
India. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatements. An
audit includes examining, on a test basis, evidences supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall presentation of financial statements. We believe that our audit provides a
reasonable basis for our opinion

4. Based on our audit, we report that:

i We have obtained all the information and explanations, which to the best of

| knowledge and belief were necessary for the purpose of our audit:

i The Balance Sheet, Income & Expenditure Account and Receipts &
| Payments ~ Account dealt with by this report have been drawn up in the
} format prescribed by the Ministry of Human Resource Development,
| Government of India vide order No.29-4/2012-FD dated 17 April 2013.

iii In our opinion, proper books of accounts and other relevant records have
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been maintained by the Central University of Kerala, Kasaragod as required
under section 31 (1) of the Central Universities Act, 2009 so far as it appears
from our examination of such books.

iv We further report that :

1. Income and Expenditure Account -

L.1 Income -Interest Earned Rs. 7.58 crore (Schedule 12)
a) This is overstated by Rs. Rs.7.40 crore due to non-remittance of interest earned on

deposit of Grant —in aid to UGC account as directed by UGC vide letter dated 12-03-
2018. Inclusion of the same as Income under Interest earned in the Income and
Expenditure Account has resulted in overstatement of Income and understatement
of unutilised grant to that extent.

Interest on Investment Rs. 0.46 crore (Schedule 11)

b) This is overstated by Rs.24.61 lakh due to inclusion of interest accrued on
Term Deposits of Grants vide Schedule 11 as Income instead of remitting back to
UGC account, with corresponding understatement of unutilised grant

1.2 Prior Period Expenditure NIL

This does not includes Rs.25 lakh representing reimbursement of expenditure
incurred by CUK during 2012-13 and 2014-15. As CUK has charged these
payments as expenditure in the respective years, the reimbursement received from
CUCET, Rajasthan should have been accounted as a minus item under the head

*Prior period expenditure®. Due to this incorrect booking. both Current Liabilities
and Expenditure are overstated to 1heh@ﬁﬁmp

1.3 Repairs and Maintenance Expenditure Rs. 25.61 lakh (Schedule 19)

This include the Rs. 2.40 lakh the cost of Firewall Software was booked under
Repairs and Maintenance instead of fixed assets As a result the expenditure under
R&M stands overstated by Rs.2.40 lakh with corresponding understatement of
depreciation expenses by Rs.0.96 lakh and Computer Software by Rs.1.44 lakh

1.4 Provisions
- Gratuity-Rs.48.27 lakh

This is overstated by Rs 48.27 lakh due to inclusion of provision for Gratuity
accumulated upto  31-3-17, with corresponding understatement of
Capital/Corpus Fund in the Balance sheet. As employees of CUK are covered
under New Pension Scheme, the benefits of Retirement Gratuity/Death Gratuity
were not extended to the University employees. Hence the retention of provision
made in the Current Liabilities towards Gratuity for Rs 48.27 lakh is no longer
required and should have been reversed,

2 GENERAL il
I Investment from Earmarked Fund - not shown under Schedule 5

In the Schedule 2 - Designated/Earmarked Fund/Endowment Fund of Balance
sheet, there was a balance of Rs 27.25 crore as on 31 March 2018 and the
investment of the above balances are made as under.

e
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SI. | Fund particulars | Balance amount | Investment made
| No. as on 31-3-18
[ 1 Fellowship fund 60,42,166 Canara Bank  Savings |
Account 0711101071843 |
2 | Project Fund 8.87,99.467 Syndicate Bank Savings |
5' Bank Accounts
3 | Student Welfare, University | 22,91,935 Canara  Bank Savingsﬂf
| Development, Sports Fund, Alumni Fund, Account 0711101069488
| Magazine Fund ]
4 SC/ST E- grants 2,25.601 SBI  Current  Account |
32364092571

10,50,00,000 Deposit with KWA

R R T e )
ANNUAL ACCOUNTS 2017-18

2,77,00,000 Deposit with RITES

‘ Funds from Government of Kerala | 4,24,15413 Treasury Savings bank

Account

27,24,74,582

_

As per the MHRD  Guidelines, the investment  of  the
Designated/Earmarked/Endowment Fund should be depicted in Schedule 5 -
‘Investment from Earmarked/Endowment Fund’ in the balance sheet. But it was
shown under Schedule 7 — Current Asset. This has resulted in understatement of
Schedule 5 — Investment from Earmarked/Endowment Fund-Current Asset and
overstatement of Schedule 7 in the Application of Funds in the Balance sheet.
2 Provisions for Accumulated Leave encashment not made under actuarial
valuation

As per MHRD Guidelines and AS 15, the retirement benefits i.e., pension,
gratuity and leave encashment should be provided on the basis of actuarial
valuation. However, the provision for the Accumulated Leave Encashment for
Teaching and Non-Teaching staff is computed on the assumption that employvees
are entitled to receive the benefit at year end and not based on actuarial valuation.

—_—

3 Grants in aid

The University had received a total Grant- in- aid of Rs.68.85 crore during the
year and the adjustment made during the year was Rs.38.13 crore. Out of the total
amount of Rs.255.59 crore (including previous year balance of Rs. 148.61crore)
it spent Rs.51.86 crore and transferred Rs.3.15 crore to project fund, leaving a
balance Rs. 200.58 crore of as on 31 March 2018.(As per Schedule 3 C of
accounts)

4 Management Letter

Deficiencies which have not been included in the Audit Report have been
brought t6 the notice of the Director NCERT, through a management letter issued
separately for remedial action.
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v Subject to our observation in the preceding paragraphs, we report that the Balance
Sheet, Income & Expenditure Account and Receipts & Payments Account dealt
with by this report are in agreement with the books of the accounts.

vi In our opinion and to the best of our information and according to the
explanations given to us, the said financial statements read together with the
Accounting Policies and Notes on Accounts, and subject to the significant matters
stated above and other matters mentioned in Annexure to this Audit Report give a
true and fair view in conformity with accounting principles generally accepted in
India.

a In so far as it relates to the Balance Sheet, of the state of affairs of the Central
University of Kerala, Kasaragod as at 31 March 2018 and

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

For and on behalf of C&AG of India

Principal Direct Audit (Ceniral) Chennai

Branch Kochi.
Place : Kochi

Date: (3 December 2018 L
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Annexure 1

1. Adequacy of Internal Audit System

The Internal audit is inadequate due to following reasons:
1.Misclassification of saving bank accounts and Current accounts
2.Wrong treatment of Earmarked funds.
3.Huge surplus lying in Saving Bank accounts.

2. Adequacy of Internal Control System
The Central University of Kerala has not prepared an Accounting Manual

3. System of Physical Verification of assets:

Physical Verification of assets has been conducted up to the year 2016-17. The
physical verification of Assets for the year 2017-18 is pending. A committee has been
constituted for verification of the fixed assets for the year 2017-18.

4. System of physical verification of Inventory:
Physical Verification of Inventory as on 31 March 2018 has been conducted.
5. Regularity in payment of statutory dues:

The Institute is regular in payment of statutory dues.

Dire (DI
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Remarks of the University on the comments in the Separate Audit Report for the Year 2017-18

Comments No
1. Income and

Expenditure
Account

1. GENERAL

Audit Comment

1.1 Income-Interest Earned Rs.7.58 Crore (Schedule 12)

a)

b)

1.2

1.3

1.4

This is overstated by Rs.7.40 Crore due to Non-
remittance of interest earned on deposit of Grant-in-aid
to UGC account as directed by UGC vide letter dated
12.03.2018.Inclusion of the same as Income under
interest earned in the Income and Expenditure Account
has resulted in overstatement of Income and
Understatement of unutilised grant to that extent.

Interest on Investment Rs.0.46 Crore (Schedule 11)

This is overstated by Rs.24.61 Lakh due to inclusion of
interest accrued on Term Deposits of Grants vide
Schedule 11 as Income instead of remitting back to UGC
account, with corresponding understatement of
unutilised grant.

Prior Period Expenditure-NIL

This does not includes Rs.25 Lakh representing
reimbursement of expenditure incurred by CUK during
2012-13 and 2014-15. As CUK has charged these
payments as expenditure in the respective years, the
reimbursement received from CUCET Rajasthan should
have been accounted as a minus item under the head
‘Prior period Expenditure’. Due to this incorrect booking,
both Current Liabilities and Expenditure are overstated
to the extentofRs.25 lakh each.

Repairs and Maintenance Expenditure Rs.25.61
Lakh (Schedule 19)

This include the Rs.2.40 Lakh the cost of Firewall
Software was booked under Repairs and Maintenance
instead of fixed assets. As a result the expenditure under
R&M stands overstated by Rs.2.40lakh with
corresponding understatement of depreciation
expenses by Rs.0.96 lakh and Computer Software by
Rs.1.44 lakh.

ProvisionsGratuity-Rs.48.27 Lakh

This is overstated by Rs.48.27 lakh due to inclusion of
provision for Gratuity accumulated up to 31-3-17, with
corresponding understatement of Capital/Corpus Fund in
the Balance Sheet. As employees of CUK are covered under
New Pension Scheme, the benefits of Retirement

Remarks of the University

The interest for the year
2017-18 will be refunded
to UGC and necessary
rectification entry will be
passed.

Rs.25 lakh booked as
expenditure during 2012-
13 & 2014-15 has already
been adjusted against the
advances sanctioned from
CUCET Rajasthan which
was shown as the liability.
Necessary rectification
entries have been passed
and the advances from
CUCET have been settled
finally.

The validity period of the
Firewall software expires
on 21.12.2019. This is
treated as expenditure
considering the recurring
nature of the amount spent
and value of the software.
However, necessary
rectification entries will be
passed for transferring this
amount from expenditure
to capital assets, in view of
the audit findings.

As rightly pointed out in
the Audit, this Rs.48.23
Lakh is the accumulated
provision up to 3103.2017,
and any addition during
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Gratuity/Death Gratuity were not extended to the University |
employees. Hence the retention of provision made in the
Current Liabilities towards Gratuity for Rs.48.27 lakh is no

2017-18 has been made,
since UGC has communi-
cated vide Letter No.25-

longer required and should have beenreversed. :4/2007(CU] dtd 11" May,
{2017 that the benefits on
|extension of Retirement
Gratuity and Death Gratuity
to the employees of
|Autonomous body/ organi-|
|sation covered under NPS is|
Iwithdrawn till final decision|
I |in the matter is taken with
| |approval of Department of

Expenditure, Ministry of
Finance. However, the
provision made up to
31.03.2017 is retained,
[awaiting final decision in
this matter by Ministry of
Finance.

1. Investment from Earmarked Fund-not shown under | As pointed out in the audit,
Schedule 5 the bank account details for
In the Schedule 2-Designated/Earmarked the Designated/ ear-
Fund/Endowment Fund of Balance sheet, there was a marked/endowment fund
balance of Rs.27.25 crore as on 31 March 2018 and the 'will be shown separately
investment ofthe above balances are made as under. under Schedule 5 instead of
Schedule7 under Current
Sl Fund Balance Investment Assets in the balance sheet.
No Particulars amountason made This is only a procedural
31.03.2018 error.
1 Fellowship 6,04,21,66/- Canara Bank
fund SavingsAccount
07111010718433
2 Project Fund 8,87,99,467/- Syndicate Bank
Savings Bank
Accounts
3 Student Welfare, 22,91,935/- Canara Bank
University Savings Account
Development, 0711101069488
Sports Fund,
| Alumni Fund,
Magazine Fund
4 SC/STe-Grants  2,25,601/- SBI Current
| Account
32364092571 |
5 Funds from 10,50,00,000/- Deposit with
Government of KWA
Kerala 2,77,00,000/- Deposit with
RITES
4,24,15,413/- Treasury Savings
bank Account

27,24,74,582/-
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As per the MHRD Guidelines, the investment of the
Designated/Earmarked/Endowment Fund should be

| depicted in Schedule 5-‘Investmnent from
Earmarked/Endowment Fund' in the balance sheet. But
it was shown under Schedule 7-Current Asset. This has
resulted in understatement of Schedule 5- Investment
from earmarked/Endowment Fund-Current Asset and
overstatement of Schedule 7 in the Application of Funds
inthe Balance Sheet,

2. Provisions for Accumulated Leave encashment not As per MHRD Guidelines
made under actuarial valuation. and AS 15, the whole
As per MHRD guidelines and AS 15, the retirement retirement benefit i.e.
benefits i.e, pension, gratuity and leave encashment Pension, Gratuity & Leave
should be provided on the basis of actuarial valuation. Encashment has to be
However, the provision for the Accumulated Leave provided on the basis of
Encashment for Teaching and Non-Teaching Staff is actuarial valuation. But in
computed on the assumption that employees are entitled | CUK, there is no need to
to receive the benefit at year end and not based on provide for Pension &
actuarial valuation Gratuity since the

employees are covered
under NPS. The only
terminal benefit available
to the employees of CUK is
leave encashment for which
there is definite calculation
of entitlement available in
FR&SR. Hence, actuarial
valuation is not found
implicit for arriving the
calculation of leave
encashment in Govt.

establishments.
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SCHEDULE: 23
SIGNIFICANT ACCOUNTING POLICIES

1. Basis for preparation of Policies

The Accounts are prepared under the Historical Cost Convention unless otherwise stated and generally on
the Accrual Method of Accounting.

2. Revenue Recognition.

Fees from Students, Sale of application forms, interest received on Savings Bank accounts and flexi accounts are
recognized on cash basis. The interest on fixed aﬁetsis recognized on accrual basis.

i
3. Fixed Assetsand Depreciation. o

3.1 Fixed assets are stated at cost of acquisition including inward freight, duties and taxes and incidental and
direct expenses related to acquisition, installation and commissioning.

3.2.Fixed assets are valued at the cost less accumulated depreciation, Depreciation on fixed assets is provided on
Straight Line Method at the following rates specified in the New Accou nting Format;

SIL Asset Rate of
No. Depreciation (%)
A | TangibleAssets N - - :_ _
1, | Land _ = 0.
2 ~ Site Development 0
3 | Buildings - 2
4 | RoadsandBridges i
|5 | Tube Wells and Water Supply N : | B
6 | Séwerage and Drainage - g
7 | Electrical Installation and Ecjuip_ment - 5
8 Plantand Machinery &
9 | Scientific and !;bora_toi'y Ea:ipn_ﬁant = i Eij o |
| 10 |  office Equipment 7B B
11 | Audio Visuaﬁiqdip—)ment N T 7.5
12 [ Computer and Peri[f:hera]s_ : 20 _.
13 | Furniture and Fittﬁs _ - __ | 7.5_ -
14 | Vehides 0
__1_5 ‘ ___L_ib. Books;ld Séi_eEtiﬁcjb_u_rnal_s_ - R | 10
B | . lnt_a_néible Assets o . |
16 | E-Journals - | 40 B
|17 | Computer Software _ 40 )
) T
3.3 Depreciationis provided for the whole year onadditions duringtheyear. —— ¥
3.4 Non-monetary assetsreceived free of costare recorded at nominal value of Rupee One.




|
|
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4, Stocks.

Expenditure on Purchase of chemicals, glass wares, and other stores items is accounted as revenue
expenditure except that the value of closing stock at the end of the financial year is set up as inventories by
reducing the corresponding Revenue Expenditure on the basis of information obtained from the

Departments. They are valued at cost.

5. Government Grants

5.1. Grants received from Central/State Government, UGC etc. are accounted on realization basis. However,
where a sanction for release of grants s received before 31 March of the accounting year and the grantis
actually received in the next financial year, such grants are accounted on accrual basis and amount equal
tosuch grants are shownas recoverable from the grantor.

52. Governmentand UGC Grants to the extent utilized (on accrual basis) towards the capital expenditure
are transferred to the Capital Account. Similarly, Government and UGC Grants utilized (on accrual basis)
for revenue expenditure are treated asincome for the year in which they are realised.

5.3. Unutilised grants, including advance paid from the grants shownas liabilities' in the Balance Sheet.
6. Income Tax

The Income of the University is exempted from the Income Taxunder Section 10 (23 ¢) ofthe Income Tax Act,
1961. As such, no provision for Income Taxis made in the Accounts.

7. CurrentAssetsand Loansand Advancesand Deposits.

In the opinion of the management, the current assets, loans and advances and deposits have a value on
realization in the ordinary course, equal atleast the aggregate amounts shown in the Balance Sheet.

8. Previous figures have been regrouped wherever necessary.
9. Figuresinthe Final Accountshave been rounded off to the nearest rupee.

10. Schedules 1 to 24 are annexed to and form an integral part of the Balance Sheet as at 31 March 2018 and
Income and Expenditure Account for the year ended on thatdate.

11. As the New Pension Scheme Account is not owned by the University, these accounts were separated from
the University Accounts. A Receipts and Payments Account and Income and Expenditure Account for the
year ended 31 March 2018 and in the Balance Sheet as on that date related to the New Pension Scheme have
been attached to the University's Accounts.

ﬁfjﬁ)‘”/@//‘ APzt

Place : Periye Prof. (Dr.) G. Gopa Kumar Dr. B. R. Prasannakumar
Date :19-06-2018 Vice Chancellor Finance Officer
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SCHEDULE 24
CONTINGENT LIABILITIES AND NOTES TO ACCOUNTS

1. ContingentLiabilities

1.1.Ason 31 March 2018, there is no Court case filed against the University is pending with the Hon'ble Court
for which the quantum of the claim and the liability thereof is unascertainable.

1.2 Disputed claims related to VAT is Nil and Municipal Taxesis Nil ason 31 March 20 18(Previousyear Nil).
2. Capital Commitments

The value of commitments on capital accounts and not provided for amounting to Rs.51.13 lakh (Previous
year Rs.62.98 lakh).

“z L @
3. Fixed Assets. Yot ,?f"/ w%‘cy

3.1.Fixed Assets in Schedule 4 include land measuring 310 acres of land transferred free of cost to the r-”"':,m

University by Government of Kerala in 2011-12 and the same has been accounted at a nominal value of
rupeeone.

3.2. Government of Kerala also accorded (March 2015) sanction of the transfer of 51 acres ofland belonging to
Plantation Corporation of Kerala, a Kerala Government Undertaking. The Formal transfer of the land is
pending.

3.3. Government of Kerala issued Order No.5 7/2018/RD dtd 15/02/2018 for transfer of 3.88.03 hectare of
land for setting up a Central University Campus at Thiruvalla at free of cost. The possession of land is to
be taken over from the Revenue Departments.

3.4. Fixed Assets set out in Schedule 4 do not include assets purchased out of the sponsored projects but
held with the University but used by the Project Investigators. The Ownership of these assets is with

the Sponsors of the projects, and the details are as under- )
: Amount in Rupees _

Original Additions Openingl | Notional Total Total Book ‘
| costason | during Total depreciation | depreciation| Notional value
[ Asset 01-04-2017 the year ason for the |Depreciation as on
1-4-2017 year Rs. 31-03-2018
i Laboratory Equipr;lent _1.3(],59,805,0[) 57,84,301.00 | 1,88,44,106.00 | 22,56,754.00 | 15,07,528.00 | 37,64,282.00 | 1,50,79,824.00 |
t _— +— - —a — —_— - — e — — - - — _|
: Computers 1,562,012.00 6,92,909.00 22,54,921.00 5,28,382.00 4,50,984.00 9,79,366,00| 12,75,555.00
- - — 1 S— — e S S —l. — ———— —_— — — d
Office Equipment 61,115.00 0.00 61,115.00 7.602.00 | 4,584.00 12 186E i fi-B,QZ'J.UD
;umirure, qums&Fi'tﬁ.ngs. .BB.?2B.0{] 1,72,036.00 26076400 11,755.00 19,557.00 31,312.00| 22,_9452.00 :-
Other Assets, ifany
| (Library Books) 1,59,586.00 3,95,149.00 5,54,735.00 | 15,959.00 55474.00 71,433.00 _ 48,33_‘03.!]0_ |
i o L S T e 1 = i
.00| 1,71,17,062.00
Total 1493 1_,21-_6.00 | 70,44,315.(!] _2}9,75.641.00 28.20,45_2.00 20,38,127.00 | 48,58,579 00_|_1 71 17,06

4. Deferred Revenue Expenditure. An amount of Rs.49, 63,500 paid during 2910-2011 for 1 GBP
Connectivity-NMEICT for 15 years has been treated as deferred revenue expenditureand 1/15 (equal

to Rs.330900) of the same is amortised each year.
5. Thelossonimpairmentofassets hasnotbeenrecognized duringthe year 2017-2018.
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6. ThereisaContingentliability of Rs.16.83 lakh towards salary ofthree officials.
7. A claim of Rs.35.25 lakh against a defendant is pending before the Hon'ble court.

8. University has filed a case before Sub Court, Hosdurg for realizing excess rent of Rs.87.62 lakh paid to
the building owner of the Riverside Transit Campus for the period from 01.09.20 10t0 31.10.2016 with
interest @12%p.a.This was due to the difference in the actual plinth area certified by CPWD and
occupied by the University and the plinth area as per the agreement. The payment of monthly rent of
the building is pending from February, 2016.

9. Expenditurein Foreign Currency

a. Travel :Nil
b. Foreigndraftforimport of Chemicalsetc. : Nil
c. Other :Nil

L et

Place : Periye Prof. (Dr.) G. Gopa Kumar Dr. B. R. Prasannakumar
Date : 19-06-2018 Vice Chancellor Finance Officer

i R T ————————
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