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Determinations

1. This Interim Report deals with 95 schools, out of which, 93
schools are in Category “B”, 01 school ils" in Cate‘gory “C” and 01
school was not categorised as its name was not in the priginal list of
schools supplied by the Directorate of Edﬁcation. The categoﬁes B &
C are as per the classiﬁcatior} given in the First Interim Report of the
Committee. |

2. The surhmary of recommendations of the Committee in réspe'gt

of these schools is as follows:

No. of schools where the Committee has found
'| the fee hike to be unjustified, either partially or 55
fully, and hence recommended the refund of
excess fee - i

' No. of schools where, besides finding the fee hike
to be unjustified either partially or fully, the
Committee also found -their records to be
unreliable, and hence the Committee has
recommended special inspection in addition to
refund of fee. In some cases special inspection 03
has been recommended to verify the actual
implementation of the recommendations of the
6th Pay Commission, while refund has been
recommended for unauthorised charge of
development fee. ' )
No. of schools where the Committee found the
records of the school to be unreliable or the
schools did not produce the records before the
Committee and hence has recommended special
inspection to be carried out by Director of
Education

No. of schools where the Committee found no
reason to interferé qua the fee hike on account of
the fact that the hike effected by them was not 26
found to be excessive
Total g5

11
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3. Schools in respect of which the Committee has recommended

refund of fee.

The Committee has recommended refund of fee unjustly hiked
by 58 schools. .Among them are 3 schools ~where the Committee,
bes1des recommendmg the refund has also recommended special
inspection to be carried out by the 1?1rector of Education. |

'In respect of 55 schools out of 58 schools, which in view of the
Committee, had unJustly h1ked the fee the Committee has found that
the hike effected by them in pursuance of the order dated
11/02/2009 1ssued by the D1rector of Educatlon was either wholly or
partially unjustified for one or more of the following reasons:

(@ the schools had hiked the fee taking undue advantage of
the aforesaid order, as they had no r_equirement' for
additional funds since- they were found not to have
implemented the recommendations of the VI Pay-
Commission, for xivhidh purpose the sch'ools were
permitted to hike the fee, or

(b) the schools had sufficient funds at their disposal out of )
which the additional burden imposed - by the
implementation of VI Pay Commission could have been
absorbed, or the additional revenue generated on account
of fee hike effected hy the schools was more than what

was required to fully absorb the impact of implementation

of VI Pay Commission report, or

Page 2 of 9
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(c)

(d)

The

the development fee being charged by the schools was not
in accordance with the criteria laid down by the Duggal

Committee which was upheld by the Hon’ble Supreme

Court in the case of Modern School vs. Union of India &

ors. (2004) 5 SCC 583.

The schools had misconstrued the order dated

11/02/2009 issued by the Director of Education in

respect of the incremental development fee to be recovered
for the period 01/09/2008 to 31/03/2009 and thereby

recovered more fee on this account than was permitted by

~ the aforesaid order.

reasoning and calculations are given in the

recommendations made in respect of each individual school which

_ have been made a part of this report and are annexed herewith. The

Committee has recommended that the unjustified or unauthorised fee

charged by the schools be refunded by them alongwith interest @ 9%

per annum, as mandated by the decision of the Hon’ble Delhi High

Court in Delhi Abhibhavak Mahasangh vs. Directorate of Education &

ors. in WP(C) 7777 of 2009.

The list of these 55 schools .Where the Committee has

recommended refund is as follows: -

S.N. Cat;:g.ory ﬁame & Address of School Page No.
1 B-15 g;\;;%r; Iihartl Sr. Sec. School,. | 10 to 15
5 B-16 'gilrﬁa Modern Public School, .16 to 21
3 B-25 Rising Star Academy, Pitampura 22 to 26
| Page 30f9
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4 B.08 - g(a::cclmal Public School, Shahbad 27 to 34
5 B-29 | White Leaf Public School, Bawana 35to 41
6 B-50 | Delhi Public School, Rohini 42 to 61
7 B-52 St. Vivekanand Sr. Sec. School, 62 to 69
Ladpur _
8 B-113 | Mater Dei School, Tilak Lane 70 to 79
9. B-117 | Springdales School, Pusa Road 80 to 101
10 B-124 | North-Ex Public School, Rohini 102 to 109
11 B-142 | Virendra Public School, Timarpur 110 to 114
19 B-204 | K.R. Manglam World School Greater 115 to 169
. 4 Kailash-II
13 B-206 gu 131 Manglam World School, V1kas 170 to 205
14 B-305 Saai Memorial Girls School Geeta - 206 to 219
Colony
Adarsh Gyan Sarovar Balika :
15 B-321 Vidyalaya, Ganwari Marginal Bandh 220 t0 228
16 | B-358 |Sanskriti School, Chanakya Puri 229 to 259
17-| B-365 Navyug Happy Public, School, Karawal 260 to 267
Nagar
18 B-398 | Victor Public School, Maujpur 268 to 274
19 B-410 | Delhi Public School, Vasant Kunj 275 to 298
20 | B-422 | Delhi Public School, Dwarka 299 to 316
91 B-460 St. Mathew's Public School Paschim 317 to 324
Vihar
22 B-471 | New Holy Public School, Uttam Nagar | 325 to 331
Indraprastha Convent Sr. Sec. '
23 B-506 School, Begum Pur 332 to 337
04 B-512 D.S. Mc.emorlal Sr. Sec. Public School, 338 to 343
Nangloi
05 B-517 Lovely Public Sr. Sec.;School, New 344 to 351
; Layalpur
26 B-520 Dilshad Public School Dilshad 352 to 359
| Garden ‘
o7 B-529 Rukmani Devi Ja1pur1a Public School, 360 to 378
- | Rajpur Road .
08 B-530 Rani Public School, Sant Nagar, 379 to 384
Burari
29 B-532 Nav Bharti Sr. Sec. School Sri Nagar 385 to 391
Colony
30 B-535 21; gl}?lome? Pubhc School Sha.hmar 392 to 404
.31 B-536 Sri 'Guru Nanak Pubhc School, 405 to 417
Adarsh Nagar
Page 4 of 9
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39 B-538 Navjeevan Model Sec. School, GTB 418 to 495
Nagar
33 B-549 Shri Ram. Shiksha Mandir Sr. Sec. 496 to 433
School, Jindpur
34 B-550 Bhagatji Memorial Model School, 434 to 440
Yamuna Road, Palla ‘
35 B-554 Sant Gyaneshwar Public School, 441 to 445
Khanpur :
Vasundhara Public School, Hastsal :
36 B-563 Vihar, Uttam Nagar 446 to 451 |
37 B-565 quj.ya Memorial Public School, Uttam 459 to 456
Nagar
38 B-567 | Krishna Model Sec. School, Najafgarh | 457 to 463
39 B-570 Navyug Convent School, Sainik
Enclave, Jharoda Kalan _ 464 to 469
40 B-571 Nay Uday Convent Sr. Sec. School, 470 to 476
Najafgarh
41 B-573 | Mt. St. Garjiya School, Najafgarh 477 to 482
Sona Model Public School, Devli
42 B-575 Road, Kanpur Extn. 483 to 488
43 | B-577 | Amrita Public School, Sangam Vihar 489 to 495
44 B-578 | K.S.K. Academy, Sangam Vihar 496 to 502
45 B-580 Sai Nat.h Public School, Tigri 503 to 507
Extension
46 B-598 | Rachna Montessory School, Karala 508 to 513
47 B-611 | S.G.N. Public School, Nangloi 514 to 518
' Green Valley International Public ‘
48 B-613 School, Najafgarh 519 to 524
Modern Gyan Deep Public School,
49 | B-641 Tigri Extn. 525 to 529
50 B-646 | New Age Public School, Vikas Nagar 530 to 534
51 B-647 | Seth Bhagwan Dass School, Maujpur | 535 to 539
52 B-648 | Savitri Public School, Sangam Vihar | 540 to 545
, Bal Vaishali Model Public School,
53 B-666 Molarband Extn. 546 to 551
Raj Modern Sr. Sec. Public School,
54 | B-671 |y Nagar Extn. Part-II 552 t0 559
: National Victor Public School,
55 B-687 Shahdara 560 to 566
4., In respect of the remaining 3 schools, the Committee found that

the schools had increased the fee in pursuance of the order dated

11/02/2009 of the Director of Educationn but had not implemented
Page 5 of 9
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the VI Pay Commission Report or Ihad ‘charged development fee
without. fulfilling the preconditions prescribed by the Duggal
Committee, which were afﬁfmed by the Hon’ble Supreme Court in the
case of Modern School (supra). At the same time, the financials of the
schools did not inspire any confidence for a variety of reasons, which
have beén discussed in the recomﬁendaﬁons in respect of each
school separately. In some caées, the schools did not produce the
required records for examination by the Committee but the fee

schedules and staff |statements filed by the schools as part of their

returns under Rule |180 of the Delhi :School Education Rules, 1973
showed that they flad hiked the fee in pursuance of order dt.

11.02.2009 of the Director of Education, without implementing the

recommendations of the 6th Pay Corhmission report. As such the

Committee has not only recommended thé refuhd of the fee hiked

along with interest @ 9% per annum but has also recommended

special inspection of the schools to be carried out by the Director of

Education. The recommendations of the individual schools have been

made a part of this report and are annexed herewith. The list of the

aforesaid 3 schools is given below: -

S.N. | Catl:\trafory Name & Address of Scl;ool Page No.
Vanasthali Public School, Mayur
1 B-344 Vihar Phase-II 567 to 578
5 B-505 Rajg Ram Mohan Roy Public School, 579 to 586
Rohini _
3 B-627 | Sanjay Bal Vidyalaya, R.K. Puram 587 to 594

Page 6 of 9
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. Schools in respect of which the Committee has not been able to

take a view:

In respect of 11 schools, the Committee has not been able to

. take a categorical view as, in the case of some schools, complete

records were not produced by them for examination by the Committee

and in the case of others, the records produced did not inspire

. confidence for reasons which are discussed in the case of each

individual school. In some cases, the records produced appear to have
been fabricated. Since, the Committee does not have any power to

compel the schools to comply with its directions, the Committee has

recommended special inspection to be carried out by the Director of

Education. The recommendations of the Committee in respect of these
schools have been made a part of this report and are annexed

herewith. The list of these 11 schools is as given below:

S.N. Catl::gory | Name & Address of School Page No.

Sivanand Vidya Bhawan,

1 NIL Dakshinpuri | .595 to 596

2 B-224 | Jagannath International School, 597 to 608

' Pushpanjali Enclave, Pitampura

3 B-473 Shw Modern School, Paschim 609 to 615
Vihar .
R. D. Public Sr. Sec. School,

4 B-501 Krishan Vihar | | 616 to 621

5 B-504 Sjc. Stephen's School, PU Block, 622 to 631

: Pitampura_ '
6 B-516 | Manvi Public School, Rohini 632 to 643
7 B-542 | Jyoti Model School, Adarsh Nagar | 644 to 648
| Mata Nand Kaur Sr. Sec. Public

8 B-569 School, Dhansa Village 649 to 652
Gyan Jyoti Vidyalaya, Anupam

9 B-605 Garden, IGNOU Road 653 to 656

10 B-612 Mata Daan Kaur Public School, 657 to 660
Mundela Kalan

11 B-626 | St. Andrews Scots School, Jagatpuri | 661 to 665

Page 7 of 9
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6. Schools in respg:t of which the Committee found no reason to

interfere. . |

In respect of 26 schools, the Comrﬁitteé has not recommended any
intervention as the schools were foun:fd td have, either not hiked the
fee in pursuance of the order datéd il/ 02/2009 ﬂiss_‘ued by the
Director of Education, or the fee hiked was found to be within or near
about the tolerance limit of 10% or thé fee hike in absolute terms Was
not niuch. In some Cases, the fée hike was found to be justified,
considering the additional burden or; account of implementation of

Sixth Pay Commission report. FOllOW‘ililg is the list of the aforesaid 26

'schools:
‘S.No. Cat;;fory ‘Name & Addregs of School "Page No.
1 B-1 St. Joseph's Academy, Savita Vihar | 666 to 675
2 B-27 New Happy Public School, Narela 676 to 682
3 B-36 | Sunrise Convent School Ashok 633 to 688
Vihar-III
4 B-92 Nav Jeewan Academy Sr. Sec.
School, Dwarka . 689 to 694‘
5 B-105 | Arya Public School, Malviya Nagar 695 to 702
6 B-161 | Ramjas Public School (Day
- Boarding), Anand Parbat 703 to 720
7 B-306 | Akash Deep Model School Nehru 791 to 725
Vihar '
8 B-354 | Saraswati B’al Mandlr, Rajouri 796 to 734
: Garden
9 B-359 gsgnel Convent School Chanakya 735 to 742
10 B-367 Kala Niketan. Internatlonal School, 743 to 746
: Ghazipur
11 B-404 Vardhman Sh1ksha Mandir, 747 to 753
Daryaganj
12 B-405 | National Public School Daryaganj 754 to 761
13 B-472 | Rainbow English School, Janakpuri | 762 to 770
14 | B-497 | Mahashay Chunilal Saraswati Bal 771 to 781
| Page 8 of 9
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Mandir, Hari Nagar
15 | B-526 | Uttranchal Public School, Burari | 782 to 786
16 B-548 NaVJeqvan Model School, 787 to 791
} Jahagirpuri
17 Kamal Model Sr. Sec. School,
B-558 Mohan Garden 792 to 799
| 18 B-559 Rashtra Shakti Vidyalaya (Sr. Sec.), 800 to 809
| Hastsal .
19 B-568 Kamal International School, 810 to 820
Najafgarh
20 B-579 | Anand Vidya Bharti Education 821 to 825
Society School, Sangam Vihar
21 B-585 | Victoria Public School, Brijpuri 826 to 830
22 B-603 G.R.M: Sr. Sec. Public Schoo], 831 to 835
Nangoi
23 B-629 Rao Mohar- Singh Memorial Public 836 to 845
School, Najafgarh
24 B-661 Stanford Convent School, Badarpur 846 to 850
Border
25 B-670 Panchsheel Public School, Jaitpur, 851 to 857
Badarpur
26 C-407 Delhi Convent School, Ganesh 858 to 864
Nagar, Pandav Nagar

7. Review cases

The Committee has reviewed its original recommendations in the
case of Rukmani Devi Public School, fitam Pura, as permitted
by the Hon’ble Delhi High Court. The review recommendations are

placed at pages 865 to 874 of this report

Justice Ani%Retd)
Chairperson
7 A
CA Y.S. Kochar Dr. R.K. Sharma
ember Member
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Naveen Bharti Sr. Sec.School, Balbir Nagar, Shahdara.Delhi-32

1. With a view to elicit the relevant information from the schools with
regard to the basic questions, whether or not the schools had
implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the
Managers of all schools on 27.02.2012 with the request that the
information be furnished to the Committee Within Seven days.

2. The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of -
the Delhi School Education 'Ruies, 1973 were received by the Committee
on being requisitioned from the concerned Deputy Director of Education.
3. On examination of the aforesaid returns by the Committee, it
prima facie, appeared that the school had increased the fee in terms of
the order of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commission. In this
view of the matter the school was placed in category ‘B’.

4. With a view to verify the returns, the Office of the Committee vide
its notice dated 10.01.2014 required the school to appear on 03.02.2014
and to produce entire accounting, fee and salary fecords for the yearé

2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.

Page 10of 6
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B-15

Naveen Bharti Sr. Sec.School, Balbir Nagar, Shahdara.Delhi-32

5. On 03.02.2014, Sh. L.M.Atrey, Principal of the scﬁool attended the
office of the Committee and produced record. Reply to the questionnaire
was also filed. As per the reply:- —
(i) The school had implemented the recommendations of the 6% Pay
Commission w.e.f. 01.03.2009.
(ii) ~ The school had hiked the fee in terms of the order of the Director of
Education aated 11.02.2009. w.e.f. 01. 04. 20009.
(iii) The school had not collected development fee.
6 The recofd, in the first instance, was examined by Mrs. Sunita
Nautiyal, Audit Officer of the Committee. She observed to the effect that:
(i) The school has claimed to have implemented the recommendations -
of the 6t Pay Commission w.e.f. March 2009.
(i)  The salary to the staff has been paid in cash and through bearer
and a/c payee cheques.
(ili)  The school hiked tuition fee in 2009-10 in terms of the order of the
Director of Education dated 11.02.2009. During 2010—11, hike in
fee was by 10%.
The Audit Officer after examination of the original record

produced by the school returned the same to the representatives of

the school.

1 o ).: . ._:'"“"n.
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B-15

Naveen Bharti Sr. Sec.School, Balbir Nagar, Shahdara.Delhi-32
|

7. By notice dated b6.04.2015, the school was asked to appear on

24.04.2015 along with entire accounting, fee and salary records for the
years 2008-09 to 2010-11 for the ‘examination of the same by the

Committee and for affording an opportunity of hearing to the school. -

~

8 On 24.04.2015, Sh. LM Atrey, Principal and Sh. S.V.S. Mavi,

M.C. Member of the school appeared before the Committee and produced
the record. The representatives of the school has submitted that the 6th
Pay Commission report was irﬁplemented w.e.f. 01-04-2009
prospectively. Arrear salary was not péid as arrear fee was not received
from the students. It was submitted that fee hike was necessary in view
of increased salaries. The school had produced copies of TDS & PF
returns to show full deduction and subsequent deposit with the Govt.
but did not produce the salary record; The school was directed to
produce its saléry record on 01-05-2015 before the Audit Officer of the
Committee for the verification of payment of salary. - |

On 01.05.2015, Sh. L.M.Atrey, Principal of the school produced

TRUE CQPY 7 WUSTICE ™.
» | ;UL DEY SINGH
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Naveen Bharti Sr. Sec.School, Balbir Nagar, Shahdaré.Delhi-SZ

the salary record of the school. The Audit Officer of the Committee after
examining the record reported that during 2008-09, a total of 73% of
salary has been paid through bearer cheques and cash. Similarly, during

2009-10, 43% salary has been paid in the similar manner.

Discussions and findings

9. We have gone through the record, observations of the Audit Officer
of the Committee and the submissions made by the representatives on
behalf of the school. The 4following chart, which is culled out from the
record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee
Class during during 2009-10 | increased during 2010-11 | increased in
2008-09 in 2009-10 2010-11
VI-VII | 710 910 200 1010 100
IX-X 780 980 200 1080 100
XI-XII | 990 1190 200 1290 100
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10. From the above, it is obvious that the school has increased the fee
during the year 2009-10, in terms of the order of the Director of

Education dated 11/02/2009. During 2010-11, the hike was by 10%.

O,
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B-15

Naveen Bharti Sr. Sec.School, Balbir Nagar, Shahdara.Delhi-32

11. According to school it has implemented the recommendations of
the 6th Pay Commission, but salary to the staff has béen paid in cash
and through bearer cheques. We find that many schools have taken this
plea that they had implemented the recommendations of the 6% Pay
Commission by showing payment of salary and/or arrears of salary to
the teachers(in cash or through bearer cheques. The stand of the school
that it had implemented the recommendations of the 6% Pay Commission
does not carry conviction as there is no plausible and convincing reason,
why the paymentslwere not. made by bank transfer or by account payee
cheques. In the circumstances the stand of the school that it has
implemented the recommendations of the 6t Pay Commission is merely a

false claim without any substance. Therefore, it cannot be accepted.

12. As per record the school has not charged development fee from the

students.

RECOMMENDATION

Re. Fee Hike

Since the school has hiked the fee in 2009-10, in terms of the

order of the Director of Education, dated 11.02.2009 and in our

Page 5 of 6
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_ B-15
Naveen Bharti Sr. Sec.Schodl, Balbir Nagar, Shahdara.Delhi-32

view without implemeﬁting the recommendations of 6th Pay
Commission, we are of the opinion that the increase in fee, in
excess of the tolerance limit of 10%, was unjustified. Therefore, the
Committee recommends that the fee hike effected by the school in
the year 2009-10 in excess of 10%, ought to be refunded along with

interest @9% per annum from the date of its collection to the date

- of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the
subsequent years, there would be a ripple effect in the subsequent
years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to

the date of its refund.

Recommended accordingly.

sd- S . sqn

J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member o Chairperson Member

Dated— 25.05.2015

JUSTICE
FNILDEY SINGH

MWI TEE
\Qj.vlew of School Fee
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0000856
Nalanda Modern Public School, Sant Nagar, Buran Delhi

1. With a view to elicit the relevant information from the schools with

regard to the basic questions, whether or not the schools had

implemented the recommendations of the Sixth Pay Commission and if
80, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the

Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2. The school did not respond to the questionnaire within the

specified time. However, the returns filed by the school under Rule 180 of

the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. On examination of the aforesaid returns by the Committee, it

prima facie, appeared that the school had increased the fee in terms of

the order of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commission. In this

view of the matter the school was placed in category ‘B’.

4. With a view to verify the returns, the Office of the Committee vide

its notice dated 10.0 1.2014, required the schoo] to appear on 31.01.2014

and to produce entire accounting, fee and salary records for the years

2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.

TRUE C Y Page 1 of 6
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B-16
Nalanda Mod

iern Public School, Sant Nagar,Burari.Delhi

5. On 31.01.2014, Sh.D.P.Vats, Manager of the schoo] attended the

office of the Comnjittee and produced the record. Reply to the

questionnaire was also filed. As per the reply:-

(i) The school had implemented the recommendations of the 6th Pay

Commission w.e.f, 01.04.20009.

(i)  The school had hiked the fee in terms of the order of the Director of
Education dated 11.02.2009. w.e.f. 01 04.20009.

6 The record, in the first instance, was examined by Mrs.Sunita

Nautiyal, Audit Officer of the Committee. She observed to the effect that:.

(i) The school has claimed to have implemented the recommendations
of the 6t Pay Commission w.e.f. 01.04.20009.

(i)  Salary to the staff was paid in cash.

The school hiked tuition fee in 2009-10 in terms of the order of the

Director of Education dated 11.02.20009. During 2010-11, the hike
was by 23% to 42%.

The Audit Officer after examination of the record brought by the

school for scrutiny returned the same to him.

7. By notice dated 30.03.2015, the school was asked to appear on

08.04.2015 along with entire accounting, fee and salary records for the

years 2008-09 to 2010-11 for the examination of the same. by the

Committee and for affording an opportunity of hearing to the school.

Page 2 of 6
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Nalanda Modern Public School, Sant Nagar,Burari.Delhi

-16

8 On 08.04.2015, Sh. D. P, Vats, Manager, of the school appeared

before the Committee and submitted that the hearing may be closed. He

stated that the decision may be taken in terms of the observations of the

Audit Officer of the Committee, recorded on 31.01.2014,

9. We have gone through the record, observations of the Audit Officer

of the Committee and the submissions made by the representatives on

behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

e O
‘Q.OO.Q...0.0Q..QQQQQOOO....0’

~ Y

Class Tuition Tuition Fee | Tuition Fee | Tuition Tuition Fee
Fee during increased in | Fee increased
during 2009-10 2009-10 during in 2010-11
2008-09 2010-11

I 360 460 100 570 110

il 370 470 100 580 110

I 380 480 100 590 110

v 390 490 100 600 110

\Y 400 500 100 610 110

VI 440 540 100 660

VII 460 560 100 680

VIII 500 600 100 710

D e . 1100

(New Class!
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Nalanda Modern Public School, Sant Nagar,Burari.Delhj

10. From the above, it is manifest that the school had increased the

fee during the year 2009-10, in terms of the order of the Director of

Education dated 11//02/20009. During 2010-11, the hike was far beyond

10%.

11.  According to school it has implemented the recommendations of

the 6th Pay Commission, but salary to the staff have been paid in cash.
We find the many schools have taken this plea that they had
implemented the recommendations of the 6th Pay Commission by paying
the salary and/or arrears of salary to the teachers in cash/bearer
cheques. Such a plea gives a lie to the stand of the school that it had
implemented the recommendations of the 6th Pay Commission as there is

no plausible and convincing reason, why the payments were not made by

bank transfer or by account payee cheques.

RECOMMENDATION

Re. Fee Hike

The school has utilised the order of the Director of Education

dated 11.02.2009, for enhancing tuition fee in 2009-10 for all

classes, without implementing the recommendations of 6th Pay

Commission, we are of the view that the increase in fee, in excess of
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Nalanda Modern Public School, Sant Nagar,Burari.Delhi

the tolerance limit of 10%, was unjustified. Therefore, the

Committee recommends that the fee hike effected by the school in

the year 2009-10 in excess of 10%, ought to be refunded along with

interest @9% per annum from the date of its collection to the date

of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the

subsequent years, there would be a ripple effect in the subsequent

years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to

the date of its refund,

Re. Development fee

The school has charged Development Fee in the following manner;-

Year Development fee charged
2009-10 Rs. 6,22,780.00
2010-11 Rs. 7,60,255.00

WMITTEE
evr of School Fee
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Nalanda Modern Public School, Sant Nagar,Burari.Delhi

The development fee had been treated as revenue receipt and no

S€parate depreciation reserve fund and development fund had been

maintained.

In the circumstances, the Committee is of the view that the

school was not complying with any of the pre-conditions prescribed

by the Duggal Committee, which were affirmed by the Hon’ble

Supreme Court in the case of Modern School Vs, Union of India&

Ors. Therefore, the Development Fee charged by the school to the

tune of Rs.13,83,035.00 during the years 2009-10 and 2010-11 in
the garb of the order of the Director of Education dated 11.02.2009
was not in accordance with law, This being so, the school ought to

refund the aforesaig development fee along with interest @ 9% per

annum from the date of its collection to the date of its refund.

Recommended accordingly,

Sdi-  sdi-

Sdi-

J.S. Kochar - Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member
Dated— 15-04-2015
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Rising Star Academy, Pitampura, Delhi-110034

1. With a view to elicit the relevant information from the schools with
regard to the basic questions, whether or not the schools had
implémented the rec'ommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the

Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2. The school did not respond to the questionﬂaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. | On examination of the aforelsaid returns by the Committee, it
prima facie, appeared that the school had increased the fee in terms of
the order of the Director of Education dated 11-02-2009 aé well as
implemented the recommendations of the sixth pay commission. In this

view of the matter the school was placed in category B’.
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B-25
Rising Star Academy, Pitampura, Delhi-110034

4. By notice dated 27 .04.2015, the school was asked to appear on
08.05.2015 along With entire accounting, fee and salary records for the
years 2008-09 to 2010-11 for the examination of the same by the

Committee and for affording an opportunity of hearing to the school.

5. On 08.05.2015, Sh. Ram Lagan, TGT and Ms. Susan, TGT, of the

school appeared before the Committee and produced record.

It was submitted by the representatives that the school has
implemented the recommendations of the Sixth: Pay Commission w.e.f.
01.04.2009 and also paid some arrear salary. Full arrears were not paid
as the students did not pay full arrear fee. It was stated that the regular
fee was hiked by Rs. 200 to Rs. 400 per month as per the order of the
Director of Education dated 11.02.2009. The representatives further

submitted that the school did not charge any development fee.

We have examined the books of accounts and salary register. The
entire arrear salary was shown to have been paid in cash. Regular salary
for the entire period 2009-10 was purportedly paid by bearer cheques
drawn on United Bank of India. Although the school was situated in
Pitampura and the bank was situated in the President’s Estate, all the
s‘alafy cheques were being encashed from the bank on a single day. This
practice was followed every month. The representatives have submitted

that péyment by bearer cheques was made as per the demands of the
teacher.
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Rising Star Academy, Pitampura, Delhi-110034

Discussion and findings

6. We have gone tihrough the record, observations of the Audit Officer
of the Committee and the submissions made by the representatives on
behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee

Class during during increased in | during increased in
2008-09 2009-10 2009-10 2010-11 2010-11

Pre Primary to | 1000 1200 200 1320 120

111

IVtoV 1050 1350 300 1480 130

VI tb VIIL 1190 1490 300 1630 140

IXto X 1380 1680 300 1840 ' 160

X1 to XiI 1520 1920 200 2100 180

7. From the above, it is manifest that the school has increased the

fee during the year 2009-10, in terms of the order of the Director of

Education dated 11/02/2009. During 2010-11, the hike was by 10%.

8. According to school it has implemented the recommendations of
the 6th Pay' Commission, but salary/arrear to the staff have been paid in
cash or through bearer cheques. We find that many schools have taken

this plea that they had implemented the recommendations of the 6t Pay
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B-25
Rising Star Academy, Pitampura, Delhi-110034

Commission by paying the salary and /.or arrears of salary to the teachers
in cash or by bearer cheques. Such a plea of the school that it had
implemented the recommendations of the 6t Pay Commission is a

artifice as there is no [plausible and convincing reason, why the payments

were not made by bank transfer or by account payee cheques.

9. As per record the school has not collected development fee.

RECOMMENDATION

Re. Fee Hike

Since the school has hiked fee in 2009-10, in terms of the

-order of the Director of Education,- dated 11.02.2009, without

implementing the recommendations of 6th Pay Commission fully, we
are of the view that the increase in fee, in excess of the tolerance
limit of 10%, was unjustified. Therefore, the Committee
recommends that the fee hike effected by the scheol in the- year

2009-10 in excess of 10%, ought to be refunded along with interest

"@9% per annum from.the date of its collection to the date of its

refund.
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Rising Star Academy, Pitampura, Delhi-110034

Further, the fee hiked in 2009-10 is also part of the fee for the
subsequent years, there would be a ripple effect in the subsequent
years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to

the date of its refund.

Recommended accordingly.

d/- Sdi- - Sdi-
Sdﬁ ,@@“ | @Q-
J.S. Kochar ‘Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member ' Chairperson Member

Dated— 13-05-2015

TRUE COPY

Setletary

Page 5 of 5




|

°
o
°
®
®
®
o
°
®
®
°
C )
°
®
°
®
°
S
°
°
°
°
®
°
°
°
®
°
°
®
2
®

000027 5 e

National Public School, Shahabad Road, Narela.Delhi

1. With a view to elicit the relevant information from the schools with
regard to the be;sic questions, whether or not the échools had
implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issﬁed to the
Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2. The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. On examination of the aforesaid returns by the Committee, it
prima facie, appeared that the school had increased the fee in terms of
the order of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commission. In this

view of the matter the school was placed in category ‘B’.
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B-28

National Public School, Shahabad Road, Narela.Delhi

4. With a view to verify the returns, the Office of the Committee vide
its notice dated 10.01.2014 required the school to appear on 29.01.2014
and to produce entire accounting, fee and salary records for the years

2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.

5. On 29.01.2014, Sh. Sant Lal, Manager of the school attended the
office of the Committee and produced incpfnplete record. He was directed
to produce complete record on 12.02.2014.

On 12.02.2014, Sh. Sant Lal, Manager of the school attended the
office of the Committee and produced record. Reply to the questionnaire

was also filed. As per the reply:-

(i) The school had implemented the recommendations of the 6th Pay

Commission w.e.f, 01.12.2009.

(i)  The school had hiked the fee in terms of the order of the Director of

Educlation dated 11.02.2009. w.e.f. 01. 04. 20009.

(iii)  The school had collected development fee.

6 The record, in the first instance, was examined by Shri A.D.

Bhateja, Audit Officer of the Committee. He observed to the effect that: -

I Page 2 of 8




0000279

B-28

National Public School, Shahabad Road, Narela.Delhi

(i) The school has claimed to have implemented the recommeridations
of the 6th Pay Commission w.e.f. 01.12.2009,

(i)  The school hiked tuition fee in 2009-10 in between Rs.70/- to
RS.QOO-/- for different classes. During 2010-11, hike in fee was by
Rs. 50/- to 100/-p.m. for different classes.

(i)  The school had collected development fee from the students.

(ivj TDS and PF had been deducted from the salary of the staff.

(v)  The school had neither collected arrear fee from the students nor
had paid arrear salary to the staff. |

The Audit Officer after examination of the original record

produced by the school returned the same to the representative of

the school.

7. By notice dated 06.04.2015, the school was asked to appear on
24.04.2015 along with entire accounting, fee and salary records for the
years 2008-09 to 2010-11 for the examination of the same by the

Committee and for affording an opportunity of hearing to the school.

8 On 24.04.2015, Sh. Sant Lal, Manager and Sh. Baldev

Aneja, Advocate of the school appeared and contended that

Page3of 8
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000039

B-28
National Public School, Shahabad Road, Narela.Delhi

the school had implemented the recommendations of the 6t Pay
Commission w.e.f. 01-12-2009, but hiked the fee w.e.f. 01-04-2009.

Initially, the school submitted that the salaries to the staff were paid

| mostly by A/c payee cheques. The Committee on examination of bank

statement observed that on the contrary, most of the cheques were
encashed from the bank together on a single date, every month. The
representatives conceded that the majority of cheques were. bearer

cheques and the school would depute one of the office boys to the bank

to encash all the cheques in one go.

Further, the school submitted that the development fee, though

treated as a capital receipt was utilized for incurring revenue expenses.

Matter was relisted on 01-05-2015, for the school to file proper

reply to the notice of the Committee and for hearing.
On 01.05.2015, Sh. Sant Lal, Manager and Sh. Baldev Aneja,

Advocate of the school appeared before the Committee and filed written
submissions dated 01-05-2015, giving information sought by the
Committee. They submitted that the hike in tuition fee in 2009-10 was

less than the maximum hike in fee permissible as per the order of the

Page 4 of 8
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National Public School, Shahabad Road, Narela.Delhi

! ,
Director of Education dated 11-02-2009 but, "the school introduced

Computer Fee @ Rs.120/- to 150/- p.m. w.e.f. 2009-10.

9. We have gone through the record, observations of the Audit Officer

of the Committee and the submissions made by the representatives on

behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee

Class during {(including increased - | (including increased in
2008-09 computer = fee) | in 2009-10 | computer fee) | 2010-11

during 2009-10 during 2010-11

[ 430 500 70 550 50

I 460 550 90 600 50

HI 480 720 240 770 50

v 500 770 270 820 50

\% 540 840 300 910 S50

VI 600 890 290 960 70

Vil 620 940 320 1020 80

VIII 650 990 340 1070 80

IX 800 1200 400 1300 100

X 900 1300 400 1400 100

10. From the above, it is manifest that the school has increased the

fee during the year 2009-10, by more than 10% for classes I and II, but

b
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National Public School, Shahabad Road, Narela.Delhi

for other classes, hike was more than the limit prescribed by the order of
the Director of Education dated 11/02/2009. During 2010;11, the hike

was within 10%.

11. According to school it has implemented the recommendations of
the 6% Pay Commission, but salary to the staff have been paid through
bearer cheques. We find the many schools have taken this plea that they
had implemented the recommendations of the 6% Pay Commission by
paying the salai'y and or arrears of salary to the teachers in cash or
through bearer cheques. Such a plea gives a lie to the stand of the
school that it had implemented the recommendations of the 6th Pay
Commission as there is no plausible and convincing reason, why the

payment was not made by bank transfer or by account payee cheques.

RECOMMENDATION

Re. Fee Hike

Since the school has hiked fee in 2009-10, by more than 10%

for classes I and II but for claéses VIII to X the hike was more than

Page 6 of 8
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National Public School, Shahabad Road, Narela.Delhi

the prescribed limit of the order of the Director of Education, dated
11.02.2009, for enhancing tuition fee, without implementing the
recommendations of 6th Pay Commtssion, we are of the view that
the increase in fee, in excess of the tolerance limit of 10%, was
unjustified. Therefore, the Committee recommends that -the fee
hike effected By the school in the year 2009-10 in excess of 10%,
ought to be refunded along With interest @9% per annum from the
date of its collection to the date of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the
subsequent years, there would be a npple effect in the subsequent
years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to

‘the date of its refund.

Re. Development Fee.

. The school has charged development from the students in the

following manner;

Year Development Fee Chat ed
=eal ; . rged
2009-10 | ‘ Rs. 4,54,000.00

1 2010-11 " Rs. 7,48,570.00

e Page 7 of 8
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National Public School, Shahabad Road, Narela.Delhi

The development fee though, treated as a capital receipt but had
been utilized for incurring revenue expenses and no separate

depreciation reserve fund and development fund had been maintained.

In the circumstances, the Committee is of the view that the
school was not complying with any of the pre-conditions prescribed
by the Duggal Committee, which were affirmed by the Hon’ble
Supreme Court in the case of Modern School Vs. Union of India&
Ors. Therefore, the Develdpment Fee charged by the school to the
tune of Rs. 1,202,570.00 during the years 2009-10 and 2010-11 in
the garb of the order of the Director of Education dated 11.02.2009
was not in accordance ‘with law. This being so, the school ought to
refund the aforesaid development fee along with interest @ 9% per

annum from the date of its collection to the date of its refund.

Recommended accordingly.

Sdl- .sg. ' Sd/-

J.S. Kochar ~ Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma

Member Chairperson  "* Member

Dated— 07-05-2015
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White Leaf Public School, Bawana. Delhi

1. With a view to elicit the relevant inforrﬁation from the schools with
| regard to the basic ~questions, whether or not the schools had
implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaife prepared by the Committee was issued to the
Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

SO 2. The sc'hool did not respond to the questionnaire within the
- specified time. However, the returns filed by the school under Rule 180 of
‘- the Delhi School Education Rules, 1973 were received by the Committee
‘> : on being requisitioned from the concerned Deputy Director of Education.
‘- - 8. On examination of the aforesaid returns by the Committee, it
le

prima facie, appeared that the school had increased the fee in terms of

- the order of the Director of Education dated 11—02—2069 as well as
. , implemented the recommendations of the sixth pay commission. In this
* view of the matter the school was placed in category B’.

= 4. With a view to verify the returns, the Office of the Committee vide
”U its notice dated 10.01.2014 required the school ‘to appear on 29.01.2014
R J

- and to produce entire accounting, fee and salary records for the years
' 2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.
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B-29
White Leaf Public School, Bawana. Delhi

5. On 29.01.2014, Ms. Anita Rani, Principal and Sh. Vikas Chander,

UDC of the school attended the office of the Committee and produced

record. Reply to the questionnaire was also filed. As per the reply:-

(i) The school had implemented the recommendations of the 6th Pay
Commission w.e.f. 01.04.2009.

(i)  The school had hiked the fee in terms of the order of the Director of
Education dated 11.02.2009. w.e.f. 01. 04. 2009.

(ii)  The school had collected development fee.

6 The record, in the first instance, was ex.amined by Shri A.D.

Bhateja, Audit Officer of thé Committee. He observed to the effect that: -

(i) The school has claimed to have implemented the recommendations
of the 6th Pay Commission w.e.f. 01.12.2009, but DA has not been
paid as per the prescribed norms.

(ii) In each month from April 2008 to Ma‘rch 2011, 4 to 6 teachers

remained on leave without pay.

(i) Salary to the staff had been paid by A/C Payee/Bearer cheques.

(iv)  Arrears of the salary for the period 01.09.2008 to 31.03.2009 had

been paid by cheques/cash.
(v)  The school hiked tuition fee in 2009-10 in terms of the order dated

11.02.2009. During 2010-11, hike in fee was by 10%.

3 E Page 2 of 7
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B-29

White Leaf Public School, Bawana. Delhi

(vi)  The school had collected development fee from the students.
(vi) TDS and PF had been deducted from the salary of the staff.
The Audit Officer after examination of the original record
produced by the school returned the same to the representatives of
‘the school.
7. By notice dated 06.04.2015, the school was asked to appear on

24.04.2015 along with entire accounting, fee and salary records for the

years 2008-09 to 2010-11 for the examination of the same by the

Committee and for affording an opportunity of hearing to the school.

8 On 24.04.2015, Sh. Vikas Chander, UDC and Sh. Jai Prakash, A.T. of
the school appeared before the Committee without authority letter. The

school was directed to reappear before the Committee on 01.05.2015.

On 01.05.2015, Mrs.Anita Rani, Principal, Sh. Vikas Chander,
UDC and Sh. Jai Prakash Yadav, Asstt. Teacher of the school appeared
before the Committee and produced record. The Committee had
examined the books of accounts and bank statements of the school. It
was observed that the arrear salary as well as the regular salary was paid
either by cash or by bearer cheques. Only a few staff members were paid
salary by A/c payee cheques. With regard to development fee, the

representatives reiterated the contents of the reply to the questionnaire.
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White Leaf Public School, Bawana. Delhi

000038

B-29

We have gone. through the record, observations of the Audit Officer

of the Committee and ithe submissions made by the representatives on

behalf of the school.

The following chart, which is culled out from the

record would show the'exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Tuition Tuition Fee | Tuition Fee | Tuition Fee

Class Fee Fee during | increased during increased in
during 2009-10 in 2009-10 |2010-11 2010-11
2008-09

Pre- | - 700 | oeee- 770 70

School

& Pre-

Primary

ItoV 580 780 200 855 75

VI to| 720 920 200 1010 90

VI _

IXtoX |920 1120 200 1230 110

10. From the above, it is manifest that the school has increased the

fee during the year 2009-10, in terms of the order dated 11.02.2009 of

the Director of Education for classes I to X. During 2010-11, the hike

was within 10% for all classes.
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B-29
White Leaf Public School, Bawana. Delhi

11. According to school it has implemented the recommendations of
the 6% Pay Commission, but salary and arrears to the staff have been
paid through bearer cheqlies. We find that many schools have taken the
plea that they had implemented the recommendations of the 6th  Pay
Commission by paying the salary and or arrears of salary to the teachers
in cash or through bearer cheques. Such a plea gives a lie to the stand
of the school that it had implemented the récommendations of the 6th
Pay Commission as there is no plausible and convincing reason, why the
payment was not made by bank transfer or by account payee cheques.

It is significant to note that from April, 2008 to March, 2011, 4 to 6
teachers have been shown to be on leave without pay every month. This
is being done as a matter of bélancing act and is a gimmicklto show the

implementation of the recommendations of the 6th Pay Commission.

RECOMMENDATION

Re. FFee Hike

Since the school has hiked fee in 2009-10, for classes I to X,
in terms of the order of the Director of Education, dated

11.02.2009, for enhancing tuition fee, without implementing the
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recommendations of 6th Pay Commission, we are of the view that

the increase in fee, in excess of the tolerahce limit of 10%, was
unjﬁstiﬁéd. Therefore, the Committee recomrﬁends that the fee -
hlke effected by the school in the year 2009-10 in excess of 10%, for
aforesald classes ought to be refunded along with 1nterest @9% per
annum from the date of its collection to tllle date of its refund.
Further, the fee hiked in 2009-10 is also part of the fee for the
subéequent years, there would be a ripple effect in the subsequent
years aﬁd the fee of the subsequent years to the extent, it is

relatable to the fee hiked in 2009-10, ought also to be refunded

along with in‘te'rest‘ @9% per annum from the date of its collection to

the date of its refund.

Re. Development Fee.

The school has charged development fee from the students as

detailed below;

Year Development Fee Charged
2009-10 Rs. 9,22,920.00
2010—11 Rs. 10,94,940.00
B CHrY JUSTICE | ~ |
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~ The development fee has been treated as a revenue receipt and no

separate depreciation reserve fund and development fund had been

maintained.

In the circumstances, the Committee is of the view that the
school was not complying with any of the pre-conditions prescribed
by the Duggal Committee, which were affirmed by the Hon’ble
Supreme Court in the case of Modern School Vs. Union of India&
Ors. Therefore, the Development Fee charged by the school to the
tune of Rs. 20,17,860.00 during the years 2009-10 and 2010-11 in
the garb of the order of the Director of Education dated 11.02.2009
was not in accordance with law. This being so, the school ought to
refund the aforesaid development fee along with interest @ 9% ber

annum from the date of its collection to the date of its refund.

Recommended accordingly.

sdli-  sd- Sdf-

J.S. Kochar " Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma

Member Chairperson . Member

Dated— 07-05-2015
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In reply._to the questionnaire dated 27/02/2012 issued by the

Committee, the school, vide its letter dated 01 /03/2012 stated as follows:

(@) It had implemented the recommendations of the VI Pay

| Commission. The increased salary to the staff was paid from

01/03/2009. In support, the school enclosed by way of annexures

of salary details of staff for the month of February 2009 and March
2009.

(b) It had paid the arrears of saléry to staff which became due on
account of the retrospective application of recommendations of the
VI Pay Commission report. In support, the school furnished defails
of arrears paid to the stéff for the period 01/01/ 2006 to
31/08/2008, which amounted té Rs. -2,13,34,073 in aggregate.
Another statement was enclosed showing that. a sum of Rs.
33,16,788 was payable to the employees who had resigned or
retired.

(c) It paid arrears for the period Septerhber 2008 to April 2009 and
the details thereof were also enclosed showing the total payment to
the Rs. 98,50,845.

(d) It hiked the tuition fee from Rs. 1925 per month to Rs, 2325 per
month w.e.f. September 2008 as per the order dated il /02/2009
issued by the Director of Education ( No mention was made of any
hike in developmeﬁt fee as a consequence of hike in tuition fee).

(e) As for the recovery of lump sum arrears, it was stated that the

same were charged as per the aforesaid order dated 11/02/20009.
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The annual returns filed by the schoel under Rule 180 of Delhi School
Education Rules, 1973 for the years 2006-07 to 2010-11 were requisitioned
and received from the concerned Dy. Director of Education. However, on
perusal of the same, the Committee noticed that the audited financials of the
school were not part of such returns as received from the office of the Dy.
Director. Therefore, the Committee requisitioned the same directly from the -
school vide email dated 22/07/2013. These were furnished by the school
under cover of its letter dated 26/07/2013. While forwarding these
+ documents to the. Committee, the school stated that these had already been
submitted to the Education Officer, of the Directorate ef Education on
25/11/2011 and .enclesed a copy of the acknowledgement of receipt of such
documen_ts: The Committee is at a loss to understand as to why these
documents were not forwarded to the Committee by the concerned Dy.

Director, while forwarding the annual returns filed by the school.

Preliminary calculations were made .by the Chartered Accountants
detailed with the Comﬁittee (CAs). As per the calculation sheet drawn by
therﬁ, it appeared that the school had funds available with it amouhting to
Rs. 7,95;87,809 as on 31 / 03/2008 While the total additional liability that
befell on the school on implementation of the VI Pay Commission report was>
Rs. 4,33.,17,548. As per these calculations, the school did not need to hike |
any fee at all for implementation of the recommendations of the VI Pay
-‘Commission and the entire additional liability could have been met by the

school out of its accumulated resources.

The preliminary calculation  sheet as prepared by the CAs was

perused by the Committee with reference to the audited financials of the
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school and the information furnished by it in reply to the questionnaire

issued by the Committee. The Committee noticed serious discrepancies in

the_: calcglations made by the CAs. The major discrepancies observed by the
Committee in the preliminary calculations were that the CAs had also
included investments held against earmarked funds as part of the available
funds with the school. Another major discrepancy was the omission of cash
and bank balances held by the school from the preliminary calculations.
Further, the Committee felt that the entire funds available with the school
ought not be considered as available for implementation of VI Pay
Commission 'report and the school must maintain adequate reserves for
future contingencies and for meeting its accrued liabilities of gratuity and
leave encashment. The Committee felt that the information regarding hike in
fee, collection of arrear fee, hike in salary and payfnent of arrear saléry
needed to be obtained f;“om' the school in a structured format to make the
correct calculations of available funds vis a vis additional liabilities of school

for implementing the VI Pay Comfnission report. Therefore, the'Committee

issued a notice dat.ed 22/10/2014 requiring the school to appear before the

Committee on 29/10/2014. Further, the school was required to furnish the
details of arrear fee and salary for the period 01/01/2006 to 31/08/2008,
01/09/2008 to 31/03/2009 and regular fee and salary for the year 2009-10,
duly reconciled with the éudited Income & Expenditure Account of the
school, statement of account of the Parent Society, details of accrued

liabilities of gratuity and leave encashment. However, the date of hearing

- fixed was declared a holiday and accordingly the hearing was rescheduled

for 30/10/2014. On this date, Sh. S. Srinivasan, Bursar of the school

appeared and sought adjournment. As requested by him, the matter was

3

SUPREE A

JUSTICE N\,

o e

COMMITIER

For Review of School Fee ‘ Sears

= X746
APIL DEV SINGH Y TRUE ‘F@




‘

foat ’ - ‘ . 7 ‘
‘ﬁ...o.ooocoocccvooo0000000'9000;0

*

B-50
Delhi Public School, Sector-24, Rohini, Delhi-1 10085 U O U D é‘ 5

directed to be relisted on 14 /11/2014. On this date, Ms. Kiran Kumar, Vice |
Principal, Sh. S. Srinivasan,' Bursar, Ms. Renuka Gandhi, UDC, Sh. Jitender

S. Virdhi, Head Finance of DPS Socfety appeared along with Sh. Hiren.

Mehta, Chartered Accountant and authorized representative of the school.

They furnished the details as required by the Comm1ttees notice dated

22/10/2014.

The details furnished by the school were perused by the Committee

and it was observed that:

(a) The school was charging fixed amount of development fee @ Rs.
2100 per annum in 2007-08 and 2008-09, which was not linked to
the tuition fee. However, the school recovered arrears of
developmént fee from 01/09/2008 to 31/03/2009 @ 15% of the
increased tuition fee ( The development fee arrears were recovered
@ 60 per month on a tuition fee hike of Rs. 400 per .month ).

(b) The development fund charged in 2009-10 was @ 15% of tuition
fee which aggregated to Rs. 94,33,548. Out of this, a total sum 6f
Rs. .50,63,229 was utilised during the aforesaid year. The
utilisatién to the tune of Rs. 44,98,625 was for the purﬁose of
payment of arrears of VI Pay Commission while the utilisation of
the remaining sum of Rs. 5,57,604 was for purchase of eligible
assets out of development fee. Further a sum of Rs. 7,000 was
refunded to some students who left the school in the mid session.

(c) The amount deposited in earmarkedlaccount was short of the

unutilised de\-fe_lopment fund which remained with the school.
!
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(d) No earmarked funds were maintained for depreciation reserve fund
on assets acquired out of development fund.

(e) The details of accrued liability of gratuity, as furnished by the

school also included the accrued liability of employees with less

than five years of service, who were not entitled to any gratuity.

The school was required to-file a statement of gratuity provided for
employees with less than five years of service as on 31/03/2008 and
31/03/2010 by 17/11/2014. The hearing waé concluded. However, the -

school was informed that if deemed necessary, a fresh hearing may be fixed.

The school furnished details of employees with less than ﬁve'years of

service as ofl 31/03/2008 and 31/03/2010 and the amount of liability of

gratuity provided for them.

The Committee directed its audit officer to prepare -a preliminary
calculation sheet, taking into account the detailed information provided by

the school, during the course of hearing. She prepared a calculation sheet

which is as follows:
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Statement showing Fund availability as on 31

-03-2008, the effect of fee hike and salary hike
Amount Amount
Particulars (Rs.) (Rs.)
Investments
Total FDRs as per Balance sheet 78,046,829
Less:FDRs held against earmarked funds*
(a) CBSE fund 711,747
(b) Specific Memorial Fund 225,000
(C) Directorate of Education Fund 600,000 1,536,747
Free Investments 76,510,082
Less: 1. Reserve for future contingencies equivalent to 4 .
months salary 24,355,333
2. Reserve for accrued liability of gratuity as on }
31.3.2010 ** 16,212,855
3. Reserve for accrued liability of leave
encashment as on 31.3.2010 8,307,601
4. Caution Money 4,043,000 52,918,789
Investments available {A) 23,591,293
Current Assets
Cash & Bank Balances 3,225,775
Prepaid Expenses 182,997
TDS 13,574
Interest recoverable 600
Security Deposits 365,400
Loans and Advances 584,285
Stationery & Stores 176,544
Total Current Assets 4,549,175
Less:- | Current Liabilities A
Expenses Payable 102,993
PTA 231,113
Salary Payable 380,274
Security Deposit Received 636,824
S. Creditors 2,943,648
Earnest Money 8,500
CBSE Exam 36,680
Statutory dues payable 672,800
Other Liability 477153
Student Account 2,334,696
Total Current Liabilities 7,824,681
Net Current Assets (B) (8,275,506)
Total Funds available for implementation of 6th Pay 20,315,787
Commission report
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Less: Normat Salary +PF for 2008-09

Incremental salary of 2009-10

Incremental fee in 2009-10

Normal fee for 2009-10
Less: Normal tuition fee for 2008-09

Incremental tuition fee in 2009-10

Development fee charged in 2009-10
Development fee charged in 2010-11

Total

‘45,327,000 .

27,739,000

62,297,000

52,442,000

9,855,000

9,433,548

11,905,080

21,338,628

Less | Arrear of Salary+PF thereon as per 6th CPC w.e.f. ’

01.1.06 to 31.3.09 37,437,000

Incremental Salary as per 6th CPC from 01.04.09 to

31.03.2010 27,739,000 65,176,000
Excess / {Short) Fund Before Fee Hike (44,860,213)

Add:-

Tuition Fee Arrear for the period from 01.1.06 to 31.8.08 7,870,000 ‘
Tuition Fee Arrear for the period from 01.9.08 to 31.3.09 6,306,000

Development Fee arrear for the period from 1.9.08 to

31.3.09 946,000

Incremental Tuition fee in 2009-10 9,855,000 24,977,000
Excess / (Short) Fund After Fee Hike (19,883,213)
Working Notes
Incremental Salary in 2009-10 Amount
Normal salary+ PF for 2009-10 73,066,000

The Comfnittee had formed a prima facie view that the development

fee charged by the school was not in accordance with the law laid down by

the Hon’ble Supreme Court in the case of the Modern School vs. Union of

India ( 2004) 5 SCC 5'83 as the school was not maintaining at all, earmarked

depreciation reserve fund and at any rate since the same had been utilised

partly for meeting the arrears of salary, the same chélrged in 2009-10 and

2010-11 in pursuance of order dated 11/02/2009 was required to be either

refunded or set off against the deficit incurred bylthe school in implementing

the recommendations of VI Pay Commission. Since the school had recovered
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development fee to the tune of Rs. 2, 13,38,628 in these two years and the
apparent deficit on account of implementation of VI Pay Commission report
was Rs. 1,98,83,213, a refund of fee was likely td be recommended on the
basis of the aforesaid calculation sheet, the Cofnmittee forwarded to the

school a copy of the preliminary calculation sheet prepared by the audit

officer to enable the school to respond to the same. The calculation sheet

was sent to the school under the cover of Committee’s notice dated

01/12/2014 and a fresh hearing was fixed for 19/12/2014. In response,
the Committee received a letter dated 12 /12/2014 from the school
contending that as per the calculations of the Committee itself, there is short
recovery to the extent of 1.98 crores by the school and therefore there cannot
be any dispute or controversy. However, the school also contended that the
inclusion of Rs. 1,41,25,000 in respect of FDRs pertaining to devel(;pment

fund as part of funds available was not warranted and to that extent, the

figure of funds available as worked out by the Committee was disputed.

On 19/12/2014, which was the date of hearing, Sh. S. Srinivasan,

Bursar of the school appeared with Sh. Hiren Mehta, Chartered Accountant

and Ms. Renuka Gandhi, UDC. They reiterated the contention of the school

as contained in its letter dated 12/ 12/2014. The Committee informed the
representatives of the school that prima facie, the surplus worked out in the
calculation sheet was on account of development fee charged in 2009-10 and
2010-11, which in view of the Committee the school would be required to
refund, after setting off the deficit which arose on account of implementation
of VI Pay Commission report. However,. it is correct that in the notice issued

by the Committee, the above position was not clarified. The issue was
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discussed with the representatives of the school and they were given a

further opportunity to make written submissions in view of the ambiguity in

the notice issued by the Committee.

During the course of hearing, the representatives of the school

submitted that the school was fulfilling all the preconditions as laid down by 4
the Duggal Committee for charging of development fee. They further
submitted that the school was entitled to recover the arrears of development

fee, to the extent of the difference between 15% of tuition fee and the

development fee actually charged for the period 01 / 09/2008 to 31/03/20009.

The Committee perused the audited financials of the school with the

assistance of the representatives of the school and made the following

observations:

As per the audited balance sheet as on 31 /03/2011, the unutilised
development fund was Rs. 3,83,70,671 against which FDRs to the tune of

Rs. 3,81,25,000 were held. However, as against the depreciation reserve on

assets acquired out of development fund amounting to Rs. 1,18,07,056, no

earmarked investments were held.

With regard to the linkage of development fee with the tuition fee, the
Committee observed that till 2006-07 the school was charging development

fee @ 10% of tuition fee. In 2007-08, there was no hike in either tuition fee

or in development fee and hence the linkage continued. In 2008-09, as per

the original fee schedule filed under section 17(3) of Delhi School Education

Act, 1973, the tuition fee was hiked but there Waé no

tage of development fee to

corresponding hike in

development fee', as a result of which the percen
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tuition fee came down to 9.09%. However, the arrears of development fee,

consequent to the hike in tuition fee as per order dated 11/02/2009 for the

period 01/01/2008 to 31 /03/2009 were recovered @ 15% of the tuition fee.

The school filed written submission dated 30/12/2014 vide which it
relied on para 14 of the order dated 11/02/2009 issued by the Director of
Education. It was contended that this order lays down the' manner of

utilisation of development fee and was passed in the context of fee hiked by
the school pursuant to increased salary burden on account of VI Pay
Commission recommendations. It was further contended that para 15 of this
order permits additional development fee on increased tuition fee (pursuant
to VI Pay Commission) to be utilised for the purpose of meeting for shortfall
on account of salary/arrears only. Therefore the school has rightly charged
development fee not exceeding 15% of the tuition fee to meet the shortfall on
account of salary/arrear. It was further contended that as‘ per the
computation made by the Committee itself, there was a shortfall with régard
to available funds after taking into account the fee hike aﬁd arrears of salary
and increased salary pursuant to recommendations of VI Pay Commission.

The school, in the light of these submissions, submitted that the

development fee had been rightly charged by the school.

Discussion & Determinations:

(1) Tuition Fee:

In so far as the hike in tuition fee hiked by the school pursuant to
order dated 11/02/2009 issued by the Director by Education is concerned,

the Committee notes that as per the calculation sheet prepared by its audit

‘\

/ f/‘tz"’:é\\\ 10 _
ST BINGH ] |
{\ TOMIATTEE / TRUE Cf PY

\\Fﬁzjiiew of Schoo! Fee

Seéoretary



N
vp

Wi

©0000 00000006008 00000008 0806000000

¥

BSO

Delh1 Public School Sector-24, Rohini, Delhi-1 10085 BOU 8

officer, the school was in deficit to the tune of Rs. 1,98,83,213, after taking
into account the requirement of the school to keep funds in reserve for
meeting its accrued liabilities of gratuity and leave encashment and also
after providing for reasonable reserve for future cqntingencies. This
calculation sheet has been disputed by the school only to the extent that the
FDRs held against development fund amounting to Rs. 1,41 25 000 ought

not to have been included as part of funds avallable for the purpose of

implementation of VI Pay Commission report. This issue is intrinsically

linked with whether the school was fulfilling the pre conditions laid down
for charging development fee, by the Duggal Committee which were affirmed

by the Hon’ble Supreme Court in the case of Modern School vs. Union of

India (supra). In view of the opinion of the Committee on this issue, which -

will be articulated when we discuss the issue of developrrient fee, the school

was not fulfilling the essential pre conditions for charging development fee,

“as laid down. Therefore, the contention of the school that FDRs held against

development fund ought to be excluded from the figure of funds available is
rejected. Accordihgly, the Committee détermines that the school W;dS' in
deficit to the tune of Rs. 1,98,83,213 after implementation of VI Pay
Commission report. The school has not made any claim for being allowed a
further fee hike to meet this deficit. At any rate, in view of our

recommendations on the issue of development fee, such a claim, even if

made by the school, would be untenable.

(2) Incremental development Fee:

The moot question that arises is whether the order dated 11/02/2009

issued by the Director of Education permitting the schools to hike tuition fee
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and recover the arrear fee in order to meet the additional expenditure on |
salary on account of implementation of the VI Pay Commission report,
permitted any hike in development fee also. If yes, to what extent. Paras

4,5,7, 14 & 15 of the aforesaid order which are relevant for the purpose, read

as follows:

4. All schools have been placed in five (5) categories based on their
monthly tuition Fees at present. Increase in the Tuition fee, as
mentioned below, is permitted with effect from 1 September 2008 for
those schools who need to raise additional Junding for additional

requirement on account of the implementation of the .6% Central Pay
Comimission recommendations:-

Category | Existing Tuition fee Proposed increase in tuition fee
(per month) (Maximum limit) per month

Upto Rs. 500 p.m. Rs. 100 p.m.

Rs. 501 to Rs. 1,000 Rs. 200 p.m.

Rs. 1,001 to Rs. 1,500 | Rs. 300 p.m.

Rs. 1,501 to Rs. 2,000 | Rs. 400 p.m.

Above Rs. 2,000 Rs. 500 p.m.

QR[N

5. There shall not be any further increase in the Tuition fee beyond
the limit prescribed in para 4 hereinabove, till March 2010.

7. The arrears for meeting the requirement of salary etc. from
Ist January 2006 to 31st August 2008 as per 6% Central
Pay Commission recommendations will be paid by the
parents subject to the limitation prescribed below:-

Delhi Public School, Sector-24, Rohini, Delhi-110085 {(J(J{53

Category . Existing  Tuition Arrear Total (i +ii)
Fee (per month) (Ist (2nd
. Installment) Installment) (ii)
(i)
1. Upto - Rs.500/-| Rs.1,000/- Rs.1,000/- Rs.2,000/-
P.M.
| 2. Rs.501/- to | Rs. 1,250/ - Rs.1,250/ - Rs.2,500/-
Rs.1000/ -
3. Rs.1,001/- to | Rs.1,500/- Rs.1,500/ - Rs.3,000/ -
. Rs.1500/-
4. Rs.1,501/- to | Rs.1,750/- Rs.1,750/- Rs.3,500/ -
Rs.2,000/-
S. Above Rs. 2,000/- | Rs.2,250/- Rs.2,250/- Rs.4,500/-
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The first installment may be deposited by 31st March 2009

and the second by 30% September 20009. Schools, however
are at liberty to prescribe later dates.

14.  Development fee, not exceeding 15% of the total annual
 tuition fee, may be charged for supplementing the
resources for purchase, upgradation. and replacement of
Jurniture, fixtures and equipment. Development Fee, if
required to be charged, shall be treated as capital receipt
and shall be collected only if the school is maintaining a
Depreciation Reserve Fund, equivalent to the depreciation
charged in the revenue accounts and the collection under
the head along with and income generated from the
investment made out of this fund, will be kept in a
separately maintained Development Fund Account.

15.  However, the additional increase in Development Fee on
- account of increase in Tuition Fee shall be utilized Jor the

purpose of meeting any shortfall on account of
salary/ arrears only. '

On going through the entire order, the Committee finds that it
primarily permits hike in tuition fee w.e.f. 01 /09/2008 and recovery of lump
sum arrears for payment of a‘rrear salary from 1st January 2006 to 31st
August 2008. It further ordains that no further hike in fee till March 2010
would be permitted. The reference to the development fee in tﬁe éforesaid
order is only in paras 14 & 15, as lreproduced above. Whether the schools -
can recover the incremental development fee on account of hike in tuition fee
to the extent of the difference between 15% of tuition fee and the

development fee actually charged for the year 2008-09 is the question that is

to be determined by the Committee, in this case.

The reliance placed by the school on para 14 of the circular to
contend that the development fee w.e.f. 01 /09/2008 can be charged @ 15%,
is misplaced. The charge of development fee in case of unaided private

schools was permitted for the first time by order no.
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De.15/Act/Duggal.Com./ 203/99/23033-23980 dated 15/12/1999 which

was issued in pursuance of the recommendations of Duggal Committee

constituted by the Hon’ble Delhi High Court in the case of Delhi Abhibhavak

Maha Sangh vs. Union of India AIR 1999 Del 124. Para 7 of this order read

as under:

Development fee, not exceeding ten per cent of the total annual

tuition fee may be charged for supplementing the resources for
purchase, upgradation and replacement of furniture, fixtures and
equipment. Development fee, if required to be charged, shall be
treated as a capital receipt and shall be collected only if the
school is maintaining a Depreciation Reserve Fund, equivalent to
the depreciation charged in the revenue accounts and the
collection under this head along with and income generated from
the investment made out of this fund, will be kept in a

separately maintained Development Fund Account.

The aforementioned order of the Director of Education was

considered by the Hon’ble Supreme Court in the case of Modern

School vs. Union of India (supra) and it was held as follows:

i
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25. In our view, on account of increased cost due to inflation,
the management is entitled to create Development Fund
Account. For creating such development fund, the management
is required to collect development fees. In the present case,
pursuant to the recommendation of Duggal Committee,
development fees could be levied at the rate not exceeding 10%
to 15% of total annual tuition fee. Direction no.7 further states
that development fees not exceeding 10% to 15% of total annual
tuition fee shall be charged for supplementing the resources Jor
purchase, upgradation and replacement of furniture, Jfixtures
and equipments. It further states that development fees shall be
treated as Capital Receipt and shall be collected only if the
school maintains a_depreciation reserve fund. In our view,
direction no.7 is appropriate. If one goes through the report of
Duggal Committee, one finds absence of non-creation of
specified earmarked fund. On going through the report of
Duggal Committee, one finds further that depreciation has been
charged without creating _a corresponding fund. Therefore,
direction no.7 seeks to introduce a proper accounting practice to
be _followed by _non-business _organizations/not-for-profit

14

e

CONITTEE /
t-or Review of Schoo! Fes
Sco

e

ta

TRUE (v

y

§



I

’ . N
. . .

@

B-50 10005986

Delhi Public School, Sector-24, Rohini, Delhi-110085

organization. With this correct practice being _introduced,
development fees for supplementing the resources for purchase,
upgradation _and_replacements of furniture and fixtures and
equipments is justified. Taking into account the cost of inflation
between 15t December, 1999 and 315t December, 2003 we are
of the view that the management of recognized unaided schools

should be permitted to charge development fee not exceeding
15% of the total annual tuition fee.

The contention of the school that it charged additional -
development fee in pursuance of para 14 of the order dafed 11/02/2009 has
to be examined in light of the above background. Para 14 as
aforementioned, did not introduce the development fee as an additional
resource and that too fbr the purpose of meetihg the liabilities arising out of
the implementation of VI Pay Commissioﬁ report. It is a repeat of para 7 of
the order dated 15/12/1999 issued by the Director of Education. The only
change being that the maximum cap of charge of development fee was raised
fI‘OI’;l 10% to 15% of the tuition fee to bring it in accord with the judgment of
the Hon’ble Supreme Court. Para 14 as aforesaid does not envisage any
increase in development fee to 15% of tuition fee w.e.f. 01/04[2008 as
contended by the school. The said para has no retrospective operation. It
is prospective in nature. It only means that in future, the school may charge
development fee @ 15% of the annual tuition fee for specified purposes and
subject to fulfillment of the specified conditions. Since the order is dated
11/02/2009 and para 5 thereof restrains the schools to make any
further increase in tuition fee, over and above that permitted vide para
4, till March 2010, para 14 of the circular has to be construed to mean

that for the year 2009-10, the schools may charge development fee @

15% of tuition fee, if the schools were charging at a lesser rate in the

past.
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quever, para 15 of the saiel order can be construed to be permitting
increase in development fee as a result of increase in tuition fee, But, where
there is no definite linkage between the development fee and the tuition fee
‘e.g. where development fee is charged at a fixed rate within the overall capof
15%, irrespective of the amount of tuition fee, the school would not be
justified in hiking the development fee as a result of tuition fee. Hence, it

would be appropriate to examine as to what was the development fee being

originally charged by the school and whether there was any linkage between

the development fee and tuition fee.

As no.ticed supra, till 2007-08, the school was charging development
fee @ 10% of tuition fee and hence there was a definite linkage between the
two. However, in 2008-09 ( pre revieion), the school hiked tuition fee from
Rs. 1750 per month (Rs. 21,000 per.annum ) to Rs. 1925 per month (23,100
per annum). However, it did not hike the development fee, which remained
at Rs. 2100 per annum for both the years. This resulted in the development
fee in 2008-09 to become 9.09% of tuition fee. The Committee is of the view
that this wes a onetime aberration and was meant to benefit the students by
not hiking the development fee. It was not meant to distort the linkage
between development fee and tuition fee. Therefore, tﬁe. Committee is of the
view thet’ there was indeed a definite linkage between development fee and
tuition fee in the pre revised fee schedule of 2008-009. However, while hiking
the' fee as per order dated 11 /02/2009, the school hiked the percentage of
development fee to tuitien fee from 9.09% to 15% and accordingly recovered
the arrears. This, in view of the Committee was not warranted and was not

authorized by the order dated 11/02/2009 issued by the Director of
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Education. This amounted td a hike in fee in the midsession, without the
specific approval of the Director, which is prohibited by section 17(3) of Delhi
School Education Act, 1973. The school, at best, could recover the arrears
of development fee for the period 01/09/2008 to 31/03/2009 @ 9.09% of
the hike in tuition fee which was Rs. 400 per month. Hence the school would
have been justified in recovering the arrears 'of development fee @ Rs. 36 per
month, as against which, the school recovered the same @ Ré. 60 per month.
Thus there was lan €XCESs recovery of Rs. 24 per month for seven months i.e.
01/09/2008 to 31/03/2009. The excess recovery works out 40% of the tdtal
recovery on this account. The total recovery on this account, as per the
school’s own submission was Rs. 9,46,0QO @ 15% of the incremental tuition
fee. Hence, in view of the Corﬁmittee, a sum of Rs_. 3,78,400 was recovered
unauthorisedly and such recovery was in contravention to the provisions of
Section 17(3) of Deihi School Education Act, 1973. The Committee is of the
view that the school ought to refund sﬁch excess recovery of Rs. 3,78,400
along with interest @ 9% per annum. - The Committee also notes that while
working out the deficit on account of implementation of VI Pay Commission
report, the calculation sheet aé prepared by the audit officer, has considered
the recovery of full amount of Rs. 9,46,000. If the sum of Rs. 3,78,400 out
of this is refunded, the deficit of the school would go up from Rs.
1,98,83,213 to Rs. 2,02,61,613. This will bg duly factqred in when we

make the recommendations regarding regular development fee for the years

2009-10 and 2010-11.

3. Developmen't Fee:
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The Committee notes that the development fee charged by the school
in the year 2009-10 and 2010-11 was @ 15% of the tuition fee. So far as the
rate of development fee @ 15% in 2009-10 and 2010-11 is concerned, the
same suffers from no infirmity as it was authorized by para 14 of the
aforesaid order. As per the information f;,u"nished by the school and also the

audited financials of the school, the development fee charged by the school

in these two years was as follows: -

Development fee charged in 2009-10  Rs. 94,33,548
Development fee charged in 2010-11  Rs. 1,19,05,080

Total A | Rs. 2,13,38.628

We have already cited the relevant extracts of the judgment of the .
Hon’ble Supreme Court in the case of Modern School vs. Unibn of India
(supra). At the risk of being repetitive, we once again reproduce below the

relevant portion of the judgment for immediate reference:

Direction no.7 further states that development fees not
exceeding 10% to 15% of total annual tuition fee shall be
charged for supplementing the resources for purchase,
upgradation and replacement of furniture, fixtures and
equipments. It further states that development fees shall be
treated as Capital Receipt and shall be collected only if the
school maintains a depreciation reserve fund. In our view,
direction no.7 is appropriate. If one goes through the report of
Duggal Committee, one finds absence of non-creation of
specified earmarked fund. On going through the report of
Duggal Committee, one finds further that depreciation has been
charged without creating a _corresponding fund. Therefore,
- direction no.7 seeks to introduce a proper accounting practice to
be followed by _non-business _organizations/ not-for-profit
organization. With this correct practice being introduced,
- development fees for supplementing the resources for purchase,
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upgradation and_replacements of furniture and fixtures and
equipments is justified. Taking into account the cost of inflation
between 15th December, 1999 and 31st December, 2003 we are
of the view that the management of recognized unaided schools

should be permitted to charge development fee not exceeding
15% of the total annual tuition fee.

In view of the law laid down by the Hon’ble Supreme Céurt, the
development fee has to be collected only if the school maintair_ls a
depreciation reserve fund equivalent to the depreciation charged. The
Committee finds that the school has not maintained any earmarked
fund in respect of depreciation charged on 'tﬁe aésets acquired out of
development fee. The Committee is, therefore of the view, that since
this essential pre condition for charging development fee was not
fulﬁlied by the school, it was not authorized to charge any
development fee at all. For this reason, the Committee has rejects the
subr;lission of the school that the FDRs held against developmént
fund should not be considered as part of | funds.‘ available for

implementation of VI Pay Commission report. The Committee is

-further of the view that the developm_ent fee charged by the school in

the years 2009-10 and 2010-11 amouﬁting'to Rs. 2,13,38,628 was
not in accordance with law and ought to be refunded. However, the
Committee notes that the school was in -deﬁcit to the‘tune of Rs.
2,02,61,613 and has neither claimed nor been allowed any further
hike in tuition fee and also that the school utilised a sum of Rs.

44,98,625 out of the development fee of 2009-10 for payment of

arrears of VI Pay Commission. Therefore, the deficit of Rs. 2,02,61,613
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ought to be set off against the aforesaid amount of Rs. 2,13,38,628
and only the balance of Rs. 10,77,015 ( out of the development fee of

2010-11 ) ought to be refunded, along with interest @ 9% per annum

from the date of collection to date of refund.

Recommendations:

The Committee therefore recommends that:

1. The school ought to refund a sum of Rs. 3,78,400 out of
the arrears of developme_nt fee for the period
01/09/2008 to 31/03/2009 along with interest @ 9% pei'
ahnum, from the date of collection to the date of refuhd.

2. No intervention is reqﬁired in the mgtter of recovery of
lump sum arrear fee or the recovery of increased tuition
fee w.e.f. 01/09/2008.

3. The school ought to refund a sum of Rs. 10,77,015 out
of the development fee for the year 2010-11 along with |
interest @ 9% per annum, from the date of collection to

the date of refund.

Recommended accordingly.

Sdi-  Sd/- Sd/-

CA J.S. Kochar Justice Anil Dev Singhl (Retd.) Dr. R.K. Sharma
Member Chairperson , Member

Dated: 20/02/2015

JUSTICE 20 b

ANIL DEV SINGH TRUE CQPY
-COMMITTEE E

For Review of School Fee

g

Sacictary



® ® 0 ©

P . } _ ) N P
2 ‘ ' ® ® ® %2 0 0 ¢
7 ) 3 3 3
h 2 4

®

AY

000062

B-52
St. Vivekanand Sr. Sec. School, Ladpur.Delhi

i

1. With a view to elicit the relevant information from the schools with
regard to the basic questions, whethér or nét the schools had
.implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the pufpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the
Managers of all schools on 27.02.2012 with the request that the
information be furnished to the Committee within Seven days.

2. The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee
on being requisitioned from the concerned Deputy Director of Education.
3. On examination of the aforesaid returns by the Committee, it
prima facie, ap.peared that the school had increased the fee in terms of
the ofder of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commission. In this
view of the mattef the school was placed in catfgory B’

4, With a view to verify the returns, the Ofiﬁce of the Committee vide
its notice dated 10.01.2014 required the schoo:l to appear on 05.02.2014

i
- and to produce entire accounting, fee and salary records for the years

2008-09 to 2010-11 and to furnish reply to thelaforesaid questionnaire.
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|
5. On 05.02.2014, Sh. Yuvraj, manager and Sh. Pankaj, Accountant
of the school attended the office of the Committee and produced record.

Reply to the questionnaire was also filed. As per the reply:- -

(1) The school had implemented the recoml’nendations of the 6th Pay

Commission w.e.f. 01.11.2000.

(ii) ~ The school had hiked the fee in terms of the order of the Director of

Education dated 11.02.2009. w.e.f. 01. 04. 2009.

(i)  The school had cbllected development fee.

6 The record, in the first instance, was examined by Mrs. Sunita

Nautiyal, Audit Officer of the Committee. She observed to the effect that:

(i) The school has claimed to have implemented the recommendations
of the 6t Pay Commission w.e.f. 01.11.2009.

(ii) The school hiked tuition fee in 2009-10 in terms of the order of the
Director of Educ.ation dated 11.02.2009. During 2010-11, hike in
fee was by 10%.

(iii) The school had collected development fee from the students.

The Audit Officer after examinat:ionl of the original record

produced by the school returned the same to the representatives of

the school.
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7. By notice datéd 27.04.2015, the school was asked to appear on
06.05.2015 along with entire accounting, fee and salary records for fhe
years 2008-09 to 2010-11 for the examination of the same by the
Committee and for affording an opportunity of hearing to the school.

8 Oh 06.05.2015, Sh. Yuvraj Punj, Manager and Sh. Pankaj
Bhardwaj, Acvcountant of the school appeared before the Committee and
produced the record. They submitted that the development fee was
introduced by the school in 2010-11. They stated that the school hiked
the tuition fee by Rs.100/- p.m. as per the order of the Director of
Education dated 11-02-2009. However, as regardé implementation of the
recommendations of the 6t Pay Commission, they submitted that the
school could pay only the basic salary and grade pay. The HRA, TA and
DA were not fully paid.

The Committee has examined the salary payment sheet and
the bank statement and found that the consolidated cheques issued on
10-02-2011 were not encashed till 31-03-2011. The school submitted

that the cheques were encashed as and when the funds were available.
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The Audit Officer of the Committee was directed to tabulate the

total salary paid in 2010-11, giving the dates of issue of cheques and

their encashment.

The Audit Officer of the Committee has prepared the statement,

which has been perused by the Committee.

Discussions and findings

9.  We have gone through the record, observations of the Audit Officer
of the Committee and the submissions made by the representatives on
behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee
Class during during 2009-10 | increased during 2010-11 | increased in

2008-09 in 2009-10 2010-11
K.G. 300 400 100 500 100
I 370 470 100 510 40
II 410 500 a0 550 50
I 410 505 95 555 50

!
IV&V | 460 555 95 610 -1 55
= e L — Page 4 of 8
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10. From the above, it is obvious that the school has increased the fee
during the year 2009-10, in terms of the order of the Director of
Education dated il /02/2009 for classes K.G. and I and for all other
classes the hike was more than 10%. However, during 2010-11, the hike
was by 10% for all classes, except class K.G., where the hike was more

than 10%.

11. According to school it has implemented the recommendations of
-the 6% Pay Commission, but the school could pay only the basic salary
and grade pay as per the aforesaid recommendations. Even the HRA, TA
and DA were not fully paid. Further, in the instant case as in a number
of cases, the salary cheques‘ issued to the staff membefs were encashed
after much delay. In some cases, the cheques were encashed even more
than a year after the issue thefeof, apparently after changing the date of

issue.
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In the circumstances the stand of the school  that it has
implemented the recommendations of the 6th Pay Commission is a ruse

and cannot be accepted.

RECOMMENDATION

Re. Fee Hike
Since the school has hiked the fee in 2009-10, though not in

terms of the order of the Director of Education, dated 11.02.2009,

- for all classes, but the hike in fee was more than the permissible

limit of 10%, without implementing the recommendations of 6" Pay

_Commission, we are of the view that the increase in fee, in excess of

the tolerance limit of 10%, was unjustified. Therefore, the
Committee recommends that the fee hike effected by the school in
the ye'ar 2009-10 in excess of 10%, ought to be refunded along with
interest @9% per annum from the date of its collection to the déte
of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the

subsequent years, there would be a ripple effect in the subsequent
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years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to

the date of its refund.

Re. Development Fee.

The school has charged development fee from the students in the
following manner;
, ;
Year Development Fee Charged

2010-11 Rs. 8,55,150.00

The development fee has been treated as a revenue receipt and no

separate depreciation reserve fund and development fund had been

“maintained.

In the circumstances, the Committee is of the view that the
school was not complying with any of the pre-conditions prescribed
by the Duggal Committee, which were affirmed iay the Hon’ble
Supreme Court in the case of Modern School Vs. Union of India&
Ors. Therefore, the Development Fee charged by the school to the

tune of Rs. 8,55,150.00 during the year 2010-11 in the garb of the
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order of the Director of Education dated 11.02.2009 was not in
accordance with law. This being so, the school ought to refund the
aforesaid development fee along with interest @ 9% per annum from

the date of its collection to the date of its refund.
Recommended accordingly.

Sd/i-  Sdi- gL

J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member

Dated— 25.05.2015
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response to the questionnaire dated 27/02/2012, issued by the

Committee, the school, vide its lettér dated 07 /03/2012, stated as follows:

~ (a) It had iinplemented the recommendations of VIth Pay Commission

w.e.f. Septembcr- 2008. Thé monthly  salary for the pre

implementation period was Rs. 15,92,420, which rose to Rs.
27,31,803 after its implementation. Thus the monthly salary bill

increased by Rs. 11,39,383.

(b) It had paid the arrears of salary for the period 01/01/2006 to

(c)

31 /08/2008 in _thfee installments in February 2010 (Rs.
51,75,491), May 2010 (Rs. 51,66,575) and Septembér 2010 '(Rs.
25,56,788). |

It hiked the fee in pursuance of order dated 11 / Oé /2009 issued by
the Director of Education, by.Rs. 300 per month effective from
September 2008 and also recovered one time arrear at the rate of
Rs. 3000 per student for the beriod 01/01/2006 to 31/08/2008.
No recovery of arrear of develépment fee was made, as'the. same
continued to be éharged @ Rs. 100 per month from September

2008 as was being charged eariier.

| (d) The fees charged by the school for the years 2008-09 and 2009-10

were as follows:

Class Monthly Tuition fee in | Monthly Tuition fee Increase in monthly Tuition
2008-09 (Rs.) 2009-10 (Rs.) : fee in 2009-10 (Rs.)
I to III 1130 ' 1430 - 300
IV to 1180 1480 300
\"
VI to [ 1270 1570 300
X1 “
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Copies of the Annual returns filed by the school under rule 180 of
Delhi School Education Rules 1973, were received from the office of the
concerned Dy. Director of Education. On examination of these returns and

the reply to the questionnaire, the school was placed in category ‘B’ for

verification.
|

|
The Committee issued a notice dated 03/03/2015 requiring the

school to furnish the!| aggfegate figures of arrear fee for different periods,
regular tﬁition fee fof 2008-09, 2009-10 and 2010-11, arrear salary and
regular salary for these years, duly reconciled with the Income &
Expenditure Account. The school was also required to furnish bank
statements highlighting payment of salaries, the statement of account of the
trust/ society running the school as appearing in its books, details of
accrued liabilities, gratuity and leave encashment and‘copy of the circular
issued by the school to the parents regarding fee hike. The hearing was
initially fixed for 26/03/2015 but was postponed to 27/03/2015. However,
the Commit":ee received a letter dated 26/03/2015 from the school,

requesting to postpone the hearing to a date after 06/04/ 2015 as the school

was pre occupied with new admissions for the session.

Acceding to the request of the school, the hearing was postponed to
09/04/2015. On this date, Sh. Martin Pintoo, Chartered Accountant, Sh.
Stanley Michael, Accountant and Sh. Pa;'mod Sinha, Assistant Accountant of
the school appeared with authorisation from the Manager of the school.
They furnished the requisite information and documents as per the
Committee’s Notice ciated 03/03/2015. The representatives of the school

were partly heard by the Committee. They reiterated the contents of the
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reply to the questionnaire issued by the Committee. They further clarified
that the school did not recover any arrears of development fee for the period

01/09/2008 to 31/03/2009, which the school could have legitimately

recovered on account of the increase in tuition fee.

With regard to |implementation of the recommendations of VI Pay
Commission, they su‘t;mitted that the school had fully implemented the
recommendations and also paid the full amount of arrears. The payment of
arrears as well as regular salary was made through direct bank transfer after

proper deductions of TDS. They produced copies of bank statements in

support of their contention.

It was also submitted that the school did not have any transaction
with its parent society and in support of this contention, the representatives

of the school filed audited financials of the parent society.

The representatives also contended that the school needed to have
sufficient funds in reserve for future contingencies and for meeting accrued
liabilities in respect of gratuity and leave encashment. In support of the
quantum of such liabilities, they filed actuarial valuation reports. As per
these reports, the accrued liability of the school for gratuity was Rs.
73,53,631 as on 31/03/2008 and Rs. 82,14,227 as on 31/03/2010. The
respective figures for the accrued liability of leave encashmegt in these two

dates was Rs. 33,91,081 and Rs. 52,49,397.

During the course of hearing, the position regarding the funds

available with the school as on 31/03/2008 i.e. the latest date before the fee
i
hike for which the audited balance sheet is available, was examined by the
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Committee with the assistance of the authorized representatives of the
school. The following computation was made by the Committee, as regard

" the funds available with the school, before the fee hike:

Current assets

Cash in hand and at bank ' 1,304,263
Less earmarked accounts:

[(a) SSAF | 139,926 |

(b) Golden Jubilee 510,392 650,318 653,945
Fixed deposits: 34,699,735

Less earmarked FDRs

| (a) CBSE security ‘ 409,767 ||

(b) Directorate of Education 20,000

(c ) Prizes and Scholarship

fund 924,616 1,354,383 33,345,352
Total 33,999,297
Less Current liabilities

ICaution money refundable | | | l I 100,094

|Net Current assets (Funds available) | | 33,899,203

The above computation of funds available with the school at the

threshold was agreed to by the representatives of the school.

On examination of the details of fee and salary filed by them, the
Committee noticed that there was an apparent mistake in the figures of
salary for the years 2008-09 and 2009-10. It was shown that the

expenditure on regular salary had actually reduced from Rs. 2.68 crores in
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2008-09 to Rs. 2.29 crores in 2009-10, despite implementation of the VI Pay

)

Mater Dei School, Tilak Lane, New Delhi-110001

Commission report in 2009-10. The representatives sought time to have a
relook at the details filed and make the necessary amends. The school was
given time to do so and the next déte of hearing was fixed for 24/04/2015.
On this date, the representatives of the school appeared and filed the
following information with regard to fee and salaries for the years 2008-09,

2009-10 and 2010-11:

Fee 2008-09 2009-10 2010-11
Arrear fee for the period from 01.01.2006 to 22,23,250 27,71,500 3,000
31.08.2008

Arrear fee (Tuition fee) for the period from 30,-14,700 3,70,500 0
01.09.2008 to 31.03.2009

Regular/ Normal Tuition Fee 2,53,32,570 | 3,14,91,280 | 3,47,04,927
Regular/ Normal Development Fee, if treated 22,87,140 47,70,425 53,68,850
as revenue receipt

Salary

Arrear Salary for 01.01.2006 to 31.08.2008 0 49,69,931 74,18,938
Arrear Salary for 01.09.2008 to 31.03.2009 0 64,06,643 0
Regular/ Normal Salary 2,20,53,284 | 2,79,29,257 | 3,36,49,068

The information, as furnished by the school, was verified by the
Committee with reference to the books of accounts of the school and was

found to be in order.

Discussion

Since the relevant figures which would go into the calculations

which are to be made by the Committee have either been agreed to by the
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authorized representatives of the school or the same have been furnished
by the school itself and verified by the Committee, there is no bone of

contention as far as the correctness of figures is concerned. The
| Committee is requin'ed to determine whether the school could have
implemented the recommendations of the VI Pay Commission out of the
funds available with it or there was a need to hike the fee. Secondly, if

the fee was to be hiked on account of insufficiency of funds, to what

extent it ought to have been hiked.

As per the determinations of the Committee as mentioned supra,
the school had available with it funds amounting to Rs. 3,38,99,203.
The Committee has taken a consistent view that the entire funds
available with the school, ought not to be considered as available for
implementing the recommendations of VI Pay .Corlnmission report. The
school ought to maintéin sufficient reserves for meeting its accrued
liabilities of gratuity and leave encashment and also for meeting any
future contingencies. The Committee has adopted a yardstick that for
future contingencies, the school may fetain reserves equivalent to four

months salaries.

The school has filed actuarial valuation reports estimating the
liabil_ity of the school to be Rs. 82,14,227 for gratuity and Rs. 52,49,397
for leave encashment as on 31/03/2010. The total expenditure of the
school on regular salaries for the year 2009-10 “was Rs. 2,79,29,257.

Based on this, the requirement of the school to keep funds in reserve

for future contingencies amounts to Rs. 93,09,752. Thus the total
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funds which the school ought to keep in reserve amounts to Rs.
‘ 2,27,73,376. After setting apart this amount, the school was still left
with Rs. 1,11,25,826, which were available with it for implementation of

VI Pay Commission report.

The total impa:ct of implementing the recommendations of the VI

Pay Commission was as follows:

© 00 60 © 0060060060060 06600600060 000060a0¢e¢06¢

W
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Arrear salary for the period 01/01/2006 to , 1,23,88,869
31/08/2008 :
Arrear salary for the period 01/09/2008 to 64,06,643
31/03/2009

Incremental regular salary for the Financial
Year 2009-10:

Total regular salary for F.Y. 2009-10 2,79,29,257
Less total regular salary for F.Y. 2008-09 2.20,53,284 58,75,973
Total 2,46,71,485

It is evident from ;lbove that the school did need to hike the fee as
the funds available with it (Rs. 1,11,25,826) were not sufficient for fully
implementing the recommendations of the VI Pay Commission, which
required an outgo of Rs. 2,46,71,485. The school was short of funds to
the extent of Rs. 1,35,45,659, which needed to be bridged by hiking the
fee/recovering the arrear fee, as recommended by the order dated

11/02/2009 issued by the Director of Education.

Now let us see how much funds the school generated by recovering
the arrear fee. As mentioned supra, the school recovered a total amount
of Rs. 49,97,750 ( 22,23,250 + 27,71,500 + 3,000 ) as arrear fee for the

period 01/01/2006 to 31/08/2008. The school also recovered arrear fee
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amounting to Rs. 33,85,200 (30,14,700 + 3,70,500 ) for the period
01/09/2008 to 31/03/2009. Thus the school recovered a total of Rs.
83,82,950 as arrear fee. The school still had a shortfall of Rs. 51,62,709
which required to be bridged by hiking the regular fee for the year 2009-
10. The school recovered a sum of Rs. 61,58,710 (3,14,91,280 -
2,53,32,570 ) as incremental fee for the year 2009-10. Thus the school
recovered a sum of Rs. 9,96,001, in excess of its requirements. The
Committee is of the view that the fee hiked by the school to the extent of
Rs. 9,96,001 was more than what was justified and the school ought fo
refund the same to the students along with interest @ 9% per annum

from the date of collection to the date of refund.

Development Fee

In response to the questionnaire regarding development fee, issued

by the committee, the school stated as follows:

(a) It charged development fee in all the five years for which the
| information was sought by the Committee i.e. 2006-07 to 2010-11
(b) Development fee is treafed as a revenue receipt in the accounts.

(c) No earmarked accounts are maintained for development fund or

depreciation reserve fund.

The Committee has examined the reply given by the school to the
questionnaire regarding development fee issued to it as also the audited
‘financials of the school. The Committee finds that the school is quite truthful

in its reply. The Committee is of the view that the school was not fulfilling

8
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any of the essential pre-conditions prescribed by the Duggal Committee,
which were subsequently afﬁrmeci by the Hon’ble Supreme Court in the case
of Modern School Vs. Union of India (2004) 5 SCC 583, for chargmg
Development fee. As pér the recommendations of the Duggal Committee, the
schools can charge deyelopment fee if it is treated as a capital receipt and is
utilised for purchase or upgradation of furniture and fixtures or equipments.
Further, apart from the treatment _in accounts, the schools can charge
development fee only if earmarked fund accounts are maintaihed for parking
unutilised development fund and the depreciation reserve fund in respect of
depreciation on assets acquired out of development fund. On its own
showing, the school was not fulfilling any of the pre conditions laid down for

charging of development fee.

The Committee is therefore of th¢ view that the school was not
justified in charging development fee in any of the years. However, in view of
its mandate which is to examine the issue of fee charged by the schools
pursuant to order dated 11/02/2009 issued by the Director of Educatidn,
the Committee is recommending refund of development fee charged by the
school only for the years 2009-10 and 2010-11. As iJer the figures furnis_hed
by the school in its reply to the questionnaire regarding development fee and
also in the statement of fee and salary charged by the sqhool, the Committee
finds that the school recovered a sum of Rs. 47,70,425 as development fee
in the year 2009-10 and Rs. 53,68,850 in the year 2010-11. Ti’xe school
ought to refund the development fee charged in these two years along with

interest @ 9% per annum from the date of collection to the date of refund.
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With regard to the remaining years, the Director of Education may take an

appropriate view in accordance with law.

Recommendations:

In view of the foregoing discussion, the Committee recommends
that the school ought to refund the following amounts, along with

interest @ 9% per annum from the date of collection to the date of

refund:

(1) Out of the fee charged for the year 2009-10, a sum of Rs.
9,96,001.

(2) The development fee of Rs. 47,70,425 charged by the school in
2009-10. |

(3) The development fee of Rs. 53,68,850 charged by the school in

2010-11.

g

Recommended acéardingly. . 1

Sd/- - Sdi- , Sd-

B

3 -
CA J.S. Kochar .~ Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member

Dated: 14/05/2015
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In reply to the quéstionnaire dated 27/02/2012 issued by the

Committee, the school, vide its lefter dated March 02, 2012 stated as

follows:

(

a) That it had implc;mented the recommendations of the VI Pay
Commission w.e.f. 01/01/2006.

(b) That the total salary paid to the staff in the yéér 2008-09 i.e. before

implementation of VI Pay Commission report was Rs. 3,59,90,754

which rose to Rs. 6,91,66,541 in the year 2009-10 and Rs.

5,78,44,969 i_n the year 2010-11, after its implementation. It was

stated that the total salary for the years 2009-10 and 2010-11, as

stated above, included arrears of salary on account of

implementation of VI Pay Commission report.

(c) The fee was increased w.e.f. 01 /09/2008 as per the order dated
11/02/2009 issued by the Director of Education. Schedules of pre
revision and post revision fee were énclosed as per which, a sum of
Rs. 400 per month was increaséd as tuition fee w.e.f. 61/09/2008.
However, the development fee which was hitherto charged at a
fixed rate of Rs. 1550 per annum for all the classes, irrespective of
the tuition fee, was hiked to Rs. 3340 for classes pre school to I,

Rs. 3550 for classes IInd to V, Rs. 3580 for classes VI to VIII, Rs.

3700 for classes IX & X, Rs. 3700 for classes XI & XII

(Arts/Commerce) and Rs. 3860 for classes XI & XII (Science).
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(d) As for the recoVery of lump sum arrears, it was stated that the

same were charged @ Rs. 3500 per student as per the aforesaid

order dated 11/02/2009.

The- annual returns filed by the school under Rule 180 of Delhi School
Education Ruies, 1973 for the years 2006-07 to 20 10-11 as also the
break up of regular salary and arrear salary paid in the relevant
years, and a copy of the circular issued to the pérents regarding hike

in fee, were requisitioned from the concerned Dy. Director of

. Education. These were, in turn, requisitioned by the Education

Officer of the Directorate of Education from the school. These were
provided by the school to the Education Officer under cover of its
letter dated 01/02/2012 and 29/11/2012. The Education Ofﬁcer, ‘

forwarded these documents to the Committee under cover of its letter

dated 01/12/2012.

On perusal of the circular of the school dated 4t March 2009, the
Committee finds that it demanded increased fee from the parents, who were
informed that the Education Department had issued an order, as per which

the monthly tuition fee of the students was required to be raised by Rs. 400

per' month w.e.f. 01/09/2008 “plus consequent 15% increase in

development fee, during academic session 2008-00.... . ”. The portion

underlined by us is of significance as would be noticed in our

recommendations.
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The Committee 1ssued a notice dated 28/10 / 2014 requiring the

school to appear before the Comm1ttee on 28/11/2014. Further the school

~ Was required to furn1sh the- detalls of arrear fee and salary for the period
01/01/2006 to 31/08/2008, 01/09/2008 to 31/03/2009 and regular fee
and salary for the year 2009 10 duly reconc1led with the audited Income &

Expend1ture Account of the school statement of account of the Parent

Society, deta1ls of accrued l1ab111t1es of gratu1ty and leave encashment

On the date of hearmg, the school appeared through Sh. Anil Sharma,

‘Accountant of the school. He ﬁled a letter dated 28/11/2014, giving the

1nformat1on requ1red vide Comm1ttee s Notice dated 28 /10/2014, ~With
regard to the statement of account of the Parent Society, the school stated

that no such account ex1$ted It furmshed actuar1al valuat1on report in

respect of the accrued liability of gratuity, as per which the quantum of this

' l1ab111ty ason 31/03/2009, 31/03/2010 and 31/03/2011 was as follows:

(a) As on 31 /03 /2009 Rs.'1,46,25,669
(b) As on 31 /03/2010 ©  Rs. 1,66,91,536
(). As on 31/03/2011  Rs. 1,91,21,577

No details were given for accrued l1ab1l1ty on account of leave

encashment, presumably for the reason that no such l1ab1l1ty existed.

W1th regard to the fee recovered and salr':lry paid consequent to

1mplementat1on of VI Pay Comm1ss1on report the school furnished the

following information:
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Fee _ 2008-09 | -  2009-10 2010-11
Arrear fee for the period from 01.01.2006 to 37,39,165 39,58,423

31.08.2008 ) ) :

Arrear fee (Tuition fee) for the period from 22,17,797 45,38,234

01.09.2008 to 31.03.2009

Arrear fee (Development fee) for the period 13,48,650 32,87,956

from 01.09.2008 to 31.03.2009

Regular/ Normal Tuition Fee (net of 5,28,28,261 6,82,82,405 7,33,20,806
concessions)

Regular/Normal Development fee (net of 40,13,520 1,06,43,529 1,15,48,105
concessions) .
Salary :
Arrear Salary for 01.01.2006 to 31.08.2008 1,92,34,591 -9,02,718
Arrear salary for 01/09/2008 to 31/03/2009 72,27,664

Begular/ Normal Salary 3,77,53,710 | 5,96,31,389 7,00,02,884

000083

The representatives of the school sought adjournment of hearing on
account of non availability of the Chgrtered Accountant of theischool. At his
request, the métter was directed to be relisted on 08 /12/2014. A
questionnaire regarding developmeﬁt fee was also given to the representative
for filing reply on the said date. However, on account of certain exigencies,
the meeting of the Committee could not be held on 08 /12/ QO 14, of which
due intimation was given to the slch001 in advance. A fresh notice of hearing
was issued on 24/12/2014 for hearing on 31/12/2014. On this date, Sh.
S.S. Kalra, Chartered Accountant of the school and

representative, 'Sh. Rajeev Sharma and Sh. Rakesh Sharma, accountants of
the school appeared and filed reply to the questionnaire regarding

development fee. We will advert to this reply when we discuss the issue of

|
development fee.
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The authorized representatives appeafed for the school were heard
and witﬁ their assistance, the financials of the school and the information
furnished by it were perused. They contended that the hike in tuition fee
was justified as the liability of the school arising on account of VI Pay

Commission was much larger than the addltlonal resources generated by

the school by hiking the tuition fee. It was also contended that the school

had to partly utilise development fee also for meeting its liabilities on

account of implementation of VI Pay Commission report.

The Committee observed that the ineremental development fee for the
period 01/09/2008 to 31 /03/2009, charged by the school as a consequence
of the increase in tuition fee fof the said period was Rs.. 46,36,606, while
the incremental tuition fee for the same period was Rs. 67,56,031. Thus the

incremental development fee was recovered @ 68.63% of the incremental

tuition fee, while the school had itself informed the parents vide its circular

dated 4th March 2009 that the Directorate of Education had permitted to

increase development @ 15% of incremental tuition fee.,

The authorized representatives of the school sought and. was given
iiberty to ﬁlelsupplementary written submissions within 10 days. The school

filed its written submissions dated 05/01/ 2015, vide which it contended as

follews:

(a) The incremental development fee was charged by the school in

terms of para 14 of the order dated 11/02/2009 issued by the

Director of Education. The increase was not 68% but 1

5% only.
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(b) Prior to implementing circular dated 11/02/ 2009, the school had
been charging development at the flat rate of Rs. 1550 per student.

After adding the arrear in tuition fee, the school worked out the

development fee @ 15% of the “Total annual tuition fee”

Thereafter the school charged the . balance amount from the
students after deducting the amount already charged in fee.

(c) The SCthl charged the incremental development fee as follows:

Class {Tnnual Incremental | Annual Development Development Balance amount
Tuition tuition fee tuition Fee @ 15% of | fee already | recovered
fee  (pre fee (post | post hike | recovered (Incremental
hike) "| hike) tuition fee development
“fee)
Pre school 19,440 2,800 22,240 3,340 1,550 ' 1,790
tol
lTtoV 20,880 2,800 23,680 3,550 1,550 2,000
VI to VIII 121,060 2,800 23,860 3,580 1,550 2,030
XtoX 21,840 2,800 24,640 3,700 1,550 2,150
Xl & XII 21,840 2,800 24,640 3,700 © 1,550 2,150
(Arts &
Commerce
XI & XII 22,920 2,800 25,720 3,860 1,550 2,310
|_(Science)

(d) The incremental development fee has been fully utilised for meeting
the shortfall on account of salary/arrears due on account of

implementation of VI Pay Commission report.

Discussion & Determinations:

(1) Incremental development Fee:

The moot question that arises is whether the order dated 11 /02/2009
issued by the Director of Education permitting the schools to hike tuition fee
and recover the arrear fee in order to meet the additional expenditure on

salary on account - of implementation of the VI Pay Commission report,

permitted any hike in develepment fee also. If yes, to what extent. Paras
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4,5,7, 14 & 15 of the aforesaid order which are relevant for the purpose,

read as follows:

4. All schools have been placed in five (5) categories based on their
monthly tuition Fees at present. Increase in the Tuition fee, as
mentioned below, is permitted with effect from 1 September 2008 Jor

those schools who need to. raise additional Junding for additional

requirement on account of the implementation of the 6t Central Pay
Commission recommendations:-

Category | Existing Tuition fee | Proposed increase in tuition Jfee
(per month) (Maximum limit) per month
1. Upto Rs. 500 p.m. Rs. 100 p.m.
2. Rs. 501 to Rs. 1,000 | Rs. 200 p.m.
3. Rs. 1,001 .to Rs.|Rs.300p.m. .
1,500
4. Rs. 1,501 to Rs.|Rs. 400 p.m. .
2,000
5 Above Rs. 2,000 Rs. 500 p.m.
S. There shall not be any further increase in the Tuition fee beyond
the limit prescribed in para 4 hereinabove, till March 2010.
7. The arrears for meeting the requirement of salary etc. from Ist

January 2006 to 3Ist August 2008 as per 6% Central Pay
Commission recommendations will be paid by the parents
subject to the limitation prescribed below:-

@ategory Existing Arrear Total (i +
Tuition Fee i)
(per month) | (Ist (2rd
Installment) | Installment)
() | (ii)
1. Upto Rs.1,000/- | Rs.1,000/- | Rs.2,000/-
Rs.500/ -
P.M: ;
2. Rs.501/- Rs.1,250/- | Rs.1,250/- Rs.2,500/-
to
. Rs.1000/ -
| 3. Rs.1,001/- | Rs.1,500/- Rs.1,500/- | Rs.3,000/-
to ’
Rs.1500/ -
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Rs.1,501/- [ Rs.1,75
to

Rs.2,000/- '
5. Above Rs.|Rs.2,250/- | Rs.2,250)- Rs.4,500,-
2,000/-

The first installment may be deposited. by 31st March 2009 and

the second by 30t September 20009, Schools, however are at
liberty to prescribe later dates.

0/- | Rs.1,750/- | Rs.3,500)-

14.  Development Jfee, not exceeding 15%
fee, may be charged for supplem
purchase, upgradation and replaceme
equipment. Development Fee,
treated as capital receipt and
is maintaining a Depreciatio

of the total annual tuition
enting the resources Jfor
nt of furniture, fixtures and
if required to be charged, shall be
shall be collected only if the school

n - Reserve Fund, equivalent to the
depreciation charged in the revenue accounts and the collection

under the head along with and income generated from the

investment made out of this fund, will be kept in a separately
maintained Development Fund Account. :

15.  However, the additional increase in Development Fee on account
of increase in Tuition Fee shall be utilized for the burpose of
meeting any shortfall on account of salary/arrears only.

On going through the entire order, the Committee finds that it
primarily permits hike in tuition fee w.e.f. 01/09/2008 and recovery of lump

sum arrears for payment of arrear salary from 1st January 2006 to 31st

August 2008. It further ordains that no further hike in fee till March 2010

would be permitted. The reference to the development fee in the aforesaid
order is only in paras 14 & 135, as reproduced above. Whether these paras
can be'construed to allow the schools to retrospectively revise or charge

development fee w.e.f, 01 /04/2008 is the question that is to be determined

by the Committee. One thing is clear that although there is no specific

reference to any increase in development fee in terms of the aforesaid order,

para 15 of the said order can be construed to be permitting increase in
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development fee as a result of increase in tuition fee. As the tuition fee was

allowed to be increased only w.e.f. 01/09 /2008, the additional development

fee could also be raised with effect from the same date and not from any

anterior date._ However, where there is no definite linkage between the

- as a result of tuition fee,

The charge of development fee in case of unaided private schools was

De.15/Act/ Duggal.Com./
203/99/23033-23980 dated 15/12/1999 which was issued in pursuance

of the fecommendations of Duggal Committee constituted by the Hon’ble

Delhi High Court in the case of Delhi Abhibhavak Maha Sangh vs. Union of

India AIR 1999 Del 124. Para 7 of this order read as under:

7. Development fee, not exceeding ten per cent of the total annual

tuition fee may be charged for supplementing the resources Jor
purchase, upgradation and replacement of Jfurniture, fixtures and
equipment. Development fee, if required to be charged, shall be
treated as a capital receipt and shall be collected only if the
school is maintaining a Depreciation Reserve Fund, equivalent to
the depreciation charged in the revenue accounts and the
collection under this head along with and income generated from

the investment made out of this fund, will be keptin a separately
maintained Development Fund Account. ;

The aforementioned order of the Director of Education was

considered by the Hon’ble Supreme Court in the case of Modern School vs.

Union of India (2004) 5 SCC 583 and it was held as follows:
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: development fees could be
levied at the rate not exceeding 10% to 15% of total annual tuition See.

Direction no.7 further states that development fees not exceeding 10%
to 15% of total annual tuition fee shall be charged for supplementing
the resources for burchase, upgradation and replacement of furniture,
fixtures and equipments. It further states that development fees shall
be treated as Capital Receipt and shall be collected only if the school
maintains a depreciation reserve fund. In our view, direction no.7 is
dppropriate. If one goes through the report of Duggal Committee, one

Jfinds absence of non-creation of specified earmarked Jfund. On going

through. the report of Duggal Committee, one finds further that .

depreciation has been charged without creating a corresponding fund.

- Therefore, direction no.7 seeks to introduce a proper accounting
practice to be followed by non-business organizations/ not-for-profit
organization. With this correct practice being introduced, development
Jees for supplementing the resources for purchase, upgradation and
replacements of furniture and fixtures and equipments is Justified.
Taking into account the cost of inflation between 15t December, 1999
and 31st December, 2003 we are of the view that the management of
recognized unaided _schools should be permitted _to charge
development fee not exceeding 15% of the total annual tuition fee.

The contention of the school that it Qharged additional development
fee in pursuance of para 14 of the order datedl 11/02/2009 has to be
examined in light of the above baickgrouhd. Péra 14 as aforementioned,
did not introduce the development fee as an additioﬁal resource and that

too for the purpose of meeting the liabilities arising out of the

implementation of VI Pay Commission repbrt. It is a repeat of para 7 of

the order dated 15 /12/1999 issued by the Director of Education. The
only change being that the maximum cap of charge of development fee was
raised from 10% to 15% of the tuition fee to bring it in accord with the
judgment of the Hon’ble Supreme Court. Pata 14 as aforesaid does not

envisage any increase in development fee w.e.f. 01 /04 /2008 as contended

—
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by the school. It only means that in future, the school may charge

development fee @ 15% of the annual tuition fee for specified purposes

and that too subject to fulfillment of the .speciﬁed» conditions; It is
prospéctive in nature. Since the order is dated 11/02/2009 and para 5
. thereof forbids the schools to make any further increase in tuition fee, over
and above that permitted vide para 4, till March 2010, para 14 of the
circular has to be construed to mean that for the year 2009-10, the

schools may charge deVelopment_ fee @ 15% of tuition fee, if the schools

were charging the same at a lesser rate in the past. There is neither any
spe01ﬁc provision nor any such implication can be drawn that the schools
may retrospectively hike the development fee w.e.f. 01/04/2008. It would

be Worthwhlle to reproduce section 17 (3) of the Delhi School Education

Act 1973 The same reads as follows:

Section 17(3):

The Manager of every recognised school shall, before the
commencement of each academic session, file. with the Director Jull
statement of the fees to be levied by such school during the ensuing
academic session, and except with the prior approval of the Director,
no such school shall charge, during that academic session, any fee in
excess of the fee specified by its Manager in the said statement.

It is apparent from the above provision of law that, let alone any‘
hike with retrospectlve effect, the schools cannot hike even prospect1vely
any fee over and above the fee mentioned in the statement filed with the

Director before the commencement of the academic session, without prior

approval of the Director. The order dated 11/02/2009 issued by the'

11
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Director permits the schools to hike the tuition fee (and consequently

development fee) w.e.f. 01/09 /2008. This order nowhere provides for any

hike i In any fee, much less development fee, w.e.f. any anterior date.

Thus, in view of the Committee, the school misread or

misinterpreted the order dated 11/02/2009 to Jjustify the hike in
development fee for the period 01/04/2008 to 31/08/2008. In fact,
the increase in development fee by the school for the aforesald period

is neither permitted by law nor by the aforesaid order.

The next question that arises is whether the school was Justlﬁed in
hiking the development fee for the period 01 /09/2008 to 31 /03/20009.
We have already dlscussed, supra, that the order dated 11 /02 /2009 of the
Director of Education did not permit \any hike in development fee in
specific terms. However, para 15 of the drder, can belconstrued to be 7
permitting such a hike w.e.f. 01 /09/2008 provided the development fee
charged by the school is lihked to the tuition fee. The charge of
development fee is not compulsery for the schools. However, the schools

have been permitted to charge the same at a rate not exceeding 15% of the

tuition fee. Schools are at liberty to charge develppment fee at a lesser

percentage or not to charge the same at all.

Therefore it is necessary to examine as to whether the development

fee charged by the school was linked to the tuition ifee
It would be apposite to reproduce here the fee schedule for the academic

before it was hiked.
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session 2008-09,- filed by the school under Section 17(3) of the Delhj

School Education Act, 1973:

Springdales School, Pusa Road, New Delhi
Fee Schedule for 2008-09
[ .

| 1. | At the time of Admission 2008-09
Registration Fee 25
Admission Fee 200
Security(Refundable) ' 500

2. | Monthly Tuition fee \

| Nursery to 1 1620

HtoV 1740
VI to VIII 1755
IX & X 1820
XI & XII (Arts) 1820
XI & XII (Science) 1910
With Lab Facilities -
Physics/Chem /Bio /Comp.

3 Annual Charges ' . 1000

For Sports, Medical Insurance
Annual Day, Supp. Readers ,
Co-curriculars Activities, School
Publications & Work Experience

4, Development Charges (Annual)

Nursery to XII 1550

5. | Refreshment (Monthly) 200,

Ear Marked Charges
Nursery/Prep (Optional)

It is apparent from the fee schedule for the year 2008-09 that the
school recovered development charges at a fixed rafe of Rs. 1550 per
annum from the students of all the classes although the tuition fee for all

the classes was charged at varying rates between Rs. 1620 per month

(19,440 per annum) and Rs. 1910 per month (22,920 per annum). Thus
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' period 01/04/2008 to 31/03/2009, along with interest @ 9%

.Springdales School, Pusa Road, New Delhi-110005

the development fee charged by the school was not related or 11nked to the

tuition fee although it was Wlthm the cap of 15%. It ranged between

6.76% for classes XI & XII (Sc1ence) and- 7.97% for Nursery and I. As the

development fee was not linked to the tuition fee, any hike in tuition fee

w.e.f. 01/09/ 2008, could not have resulted in a hike in development fee.

The Committee is, therefore of the view, that the school was not
perm1tted e1ther by.law or by the order dated 11/02 / 2009 of the Djrector
of Education to recover any arrears of additional development fee in terms

of para 15 of the 'said order even for the period 01/09/2008 to
31/03/2009.
In view of the aforesaid discussion, the school ought to refund

' the entire amount of additional development fee charged bjr it for the

‘per

annum. The fact that the school utilised this arrear for meeting the
shortfall on account of implementation of VI Pay Commission report

is of no consequence since the recovery of arrears is, per se, illegal.

As per the information tfurnishe‘d by the school under cover of

its letter dated 28/ 11/2014 the school recovered arrear of

development fee amountmg to Rs. 46,36,606, a!lthough it states that

it relates to the: perlod 01/09/2008 to 3%/03/2009, which is

factually incorrect. The C'onrmittee is of the view that the school

ought to refund the aforesaid-f amount of Rs. 46,36,606 along with

e
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Interest @ 9% per annum from the date of collection to the date of

refund.

2. Tuition Fee:

The Committee directed its audit officer to prepare a preliminary

calculatlon sheet on the basis of the’ audited financials of the school as

well as the information furnished by the school Vide its reply to the

questionnaire and that furnished 'during the course of hearing. The audit

officer prepared the preliminary calculation sheet as follows:
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Statement showing Fund available as on-31-03-2008 and the effect of hike in fee as
per order dated 11.02.2009 and effect of increase in salary on implementation of 6th
Pay Commission Report

Particulars ' Amount (Rs.) | Amount (Rs.)
Current Assets
Cash in hand 10,285
Bank Balance 6,001,076
Fixed Deposits ‘ . 12,137,190
Advarnces recoverable (Other than security .
deposits) 408,206 18,556,757
Less | Current Liabilities
. Scholarship Fund 1,564,336
Staff Benefit Fund 74,519
SDS Relief Fund . . 296,513
Class IV employees Children Fund 2,575
'Security Retention : 38,960
SDS Interact Club Fund 22,137
Weaker section Scholarship Fund 700,000
SDS Literacy Fund : 6,254
Student Security 4,597,977 |
Fee received in advance 1,175,227
TDS Payable 3,075 | 8,481,573
Net Current Assets + Investments 10,075,184
Arrear of Salary as per 6th CPC w.e.f, 01.01.06 to
Less | 31.03.2009 (Information provided by school) . 27,364,973
Incremental Salary as per 6th CPC in 2009-10 21,877,679 49,242,652
Excess / (Short) Fund Before Fee Hike (39,167,468)
Arrear of Tuition fee for the period from 01.01.06
Add | t031.03.09 (information provided by school) "~ 14,453,619
Development fee arrear for 1.09.08 to 31.03.09 4,636,606
Incremental Tuition fee in 2009-10 15,454,144 34,544,369
Excess / (Short) Fund After Fee Hike (4,623,099)
Working Notes
2008-09 2009-10
Salary 37,753,710 59,631,389
Increase in Salary in 2009-10 21,877,679
2008-09 2009-10
‘Tuition Fee 52,828,261 68,282,405
Increase in Tuition Fee in 2009-10 15,454,144

The calculation sheet has been checked by the Committee and the

same has been found to be in order. It is noteworthy that the school, after
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takmg into account the funds ava11able with it at the threshold the
add1t10nal funds generated by it by way of a fee hike and recovery of arrear
fee as per order dated 11/02/ 2009 and even after takmg 1nto account the

arrears of development fee, wh1ch the Committee has found to have been

1llegally recovered, was inv deficit after implementation of the

+ recommendations of VI Pay Commission, to the tune of Rs. 46.23 099.

After making the refund of illegally recovered development fee arrears of
Rs. 46,36,606, the deﬁcit Would balloon to Rs. 92,59,705. This is without .
taking into baccount ‘the amount of reserves reduired by the school for
meeting its acerued rliabilitiefs of gratuity and a reserve for future
contingencies. Since the school does notvhave adequate funds, there is no
question of allowing it to keep .funds in reserve for such purposes.
However, in case after considering the issue of regular development fee,
the Committee arrives at a conclusion that the same ougl1t to be refunded
on account of non fulﬁllment of the mandatory conditions for oharging
development fee, the Committee" will give due regard to the requirement of

the school for keeping funds in reserve for such purposes.

3. Regular Development Fee:

In reply to the quesﬁonna{lre regarding development fee issued by the
Committee, the school stated that it had charged development fee in all the

five years for wh1ch the 1nformat1on was sought by the Committee. The

»school furn1shed the followmg 1nformat10n with regard to the collection and

utilisation of development fee from 2006-07 to 2010-11:
L~ ISTICE T~ v
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. | Particulars 2006-07 2007-08 2008-09

Collection of | 36,54,250 38,22,275 54,52,070
Development fee

’

2009-10 2010-11 |
1,41,92,045 | 1,18,28,550

Uitlisation of
development fee:
(a) For capital | 27,12,664 28,58,270 | 30,80,841 43,70,464

28,86,766
expenditure

(b) For revenue
expenses

Total utilisation 86,52,199 | 85 72,123
With regard to the question regardi

59,39,535 | 57,13,853 '56,31,961 | 43,75,044

» (9, 55,36,370
87,12,802 ‘ 87,45,509 84,23,137

ng the manner of treatment of

development fee i.e. Whether it is treated as a revenue receipt or as a capital

rece1pt the school gave a vague answer ‘“whole of the amount has been

utilised during the respective year”..

With regard to maintenance of depreciation reserve fund for

deprematlon of assets acquired out of development fee, the school stated

that it was mamtalmng such a fund.

With regard to the maintenance of a fund account for unutilised
development fee, the school stated that since the entire development fee is

utilised during the year itself, there was no need to keep it in an earmarked

account.

The Committee has examined the reply of the school to the

questionnaire regarding development fee with reference to the audited

financials of the school. At the Vvery outset, it needs to be stated that the

school was treating development fee as a revenue receipt in its accounts. It
appéars that for this very reason, the school gave vague reply to the

question regarding the manner of treatment of development . fee by the

school. Further, as per the reply of the school itself, development fee was

-being only partially utilised for cap1ta1 expenditure and suc
JUG‘?""E‘- ™~
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expenditure was not restricted to only furniture and fixture or equlpments
The Commlttee is primarily concerned with the issue of fee charged by the
school in pursuance of order dated 11 /02/ 2009 issued by the Director of

Educat10n Hence the Committee is restr1ct1ng 1ts rev1ew to the fee charged

“ by the school in the years 2009 10 and 2010 11.

In the year 2009-10, the school collected development fee amounting
to Rs. 1,41,92,045. As per the information furnlshed by the school under
cover of its subm1ss1on dated 28/11 /2014, out of the aforesald sum, an
amount of Rs. 32 87,956 was: recovered -as arrear fee purportedly for the
period 01 /09/2008 to 31 /03 /2009, for. which the Committee has made a
separate recommendation for re;fund'. Out of the balance of Rs. 1,09 04 089
the school claimed to have give_n concessions to the tune of Rs. 2,60,560.
‘The balance of Rs 1,06 43 529 was recovered as regular development fee

. which was treated as revenue recelpt As against th1s the school, of 1ts own
admitted that it incurred a total expenditure of Rs. 43,70,465 on capital
account. On perusal of -the details furnished by the school, the Committee
finds that a sum of Rs. 13 ,05,815 was ut111sed for playground development
and not for furniture and fixtute or equipments. Further the school itself

admits that a sum of Rs, 43,75,0”44 was utilised for meeting various revenue

expenses.

Similarly for the year 2010-11, the school recovered a total amount of

Rs. 1,18,28,550 on account of I'development fee. The Whole amount was

relatable to this year. The school utlhsed only a sum of Rs. 28,86,766 on
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capital account and this included a sum of Rs. 2,76,454 on play ground

development and not for purchase/upgradatlon of furmture and fixture or
equipments. Further the school itself admits that a sum of Rs. 55,36,371

was utilised by it on various revenue expenses.

The Committee does not agree with the contention of the school that
the entire amount of development fee was utilised during the year itself and
hence there was no need for maintenance any earmarked fund account to
park the unutilised development fee. Firstly the entire amount was not

utilised in 2009-10 and 2010-11 and secondly a major portion of it was

utilised for unauthorized purposes.

The Committee also does not find any earmarked depreciation reserve

fund in the audited balance sheets of the school. What it calls as

depre01at10n fund is actually the amount of accumulated’ depreciation on

fixed assets. There is no corresponding earmarked investment or bank

account for such a fund, although the school does maintain earmarked fund
investments/bank acounts for other funds like pension and gratuity fund,

staff benefit fund, SDS relief fund, Rotary Club (West) fund, Class IV

employees children welfare fund, SDS scholarship fund etc.

In view of the foregoing discussion, the Committee is of the view that
the school was not following any of the pre conditions laid down by the
Duggal Committee or the various fee circulars 1ssued by the Department of

Education which were affirmed by the Hon’ble Supreme Court in the case of

Modern School vs. Union of India (_supra). Ordinarily, the Committee would

[
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have recommended refund of development fee charged by the school in the

years 2009-10 and 2010-11, as follows:

' Development fee charged in 2009-10Rs. 1,06,43,529
Development fee charged in 2010-11Rs. 1,18,28,550 |

Total - ] Rs. 2,24,72,079

However, the Committee notes that the school was in deficit to the
tune of Rs. 92,59,705 and while working out such deﬁcit, the Committee
had not cansidered any funds to be kept in reserve for accrued liabilities of
gratuity and the requirement of the school to keep funds for future
contingencies.  The accrued liability on account af gratuity as on
31/03/2010 was Rs. 1,66,91,536 as per the actuarial report submitted by
the school. the requirement of the school for funds to be kept in reserve for
future contingencies works out to Rs.l, 98,77,130, equ1valent to four

months salary, based on the total expenditure on salary for the year 2009-

10 which amounts to Rs.5,96,31,389.

Since the funds that are required by the school to be kept in reserve
are much more than the amount of regular development fee which the
school ought to refund as per the above discu.s;sion, in the opinion of the
Committee , no intervention is required 1n the matter of the recovery of lump
sum arrears of fee and recovery of increased tuition fee w.e.f. 01/ 09 /2008.
The Committee has allowed a set off of the regular development fee charged .
by the school against the deﬁ01t in tuition fee and requirement of school to
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keep funds in reserve for the reason that the charge of regular development
fee, per se, is not unauthorized but the school was not following the pre
conditions laid down for its charge. On the other hand the Committee has
n;)t allowed the set off of the recovery of additional development fee of Rs.

46,36,606 for the period 01/04/2008 to 31/03/2009 as the charge of such

fee is, per se, illegal.

Recommendations:

The Committee therefore recommends that:

1. The school ought to refund the additional development fee of

" Rs. 46,36,606 for the period 01/04 /2008 to 31/03/2009 along
with interest @ 9% per annum from the date of collection to
the date of refund.

2. No intervention is required in the matter of recovery of lump
sum arrear feelor the recovery increased fee w.e.f. 01 /09/2008

or the recovery of regular development fee for the years 2009-

10 and 2010-11.

Recommended accordingly.

Sd/ - Sa/- Sa/-

CA J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member

Dated: 25/02/2015

—,

I iQTiCE\

AN DV SINGH |
COMMITTEE /)
For Review of School Feg ’

22

00 0 00 6008 660 00606 0600 0606000 06066 660000 6

s, |
G
S



000102.

B-124/495

North-Ex Public School, Sect-3, Rohini. New Delhi-110085

1. With a view to elicit the relevant information from the schools with
regard to the basic questions, whether or not the schools had
implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the
Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2, The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. On examination of the aforesaid returns by the Comrhittee, it
prima facie, appeared that the school had increased the fee in terms of
the order of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commiésion. In this

view of the matter the school was placed in category ‘B’.
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North-Ex Public School, Sect-3, Rohini. New Delhi-110085

4. With a view to verify the returns, the Office of the Committee vide
its notice dated 24.07.2|013, required the school to appear on 29.08.2013

and to produce entire 1iaccounting, fee and salary records for the years

2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.

S. On 29.08.2013 Sh. S.K. Gupta, Chairman/C.A. of the school

attended the Office of the Committee and produced the record for the

scrutiny by the Audit Officer of the Committee. Reply to the

questionnaire was also filed. As per the reply;-

(1) The school had implemented the recommendations of the 6% Pay
Commission w.e.f. 01.04.20009.

(iij  The school had hiked the fee in terms of the order of the Director of
Education dated 11.02.2009 w.e.f. 01.04.2009.

(iii)  The school had collected development fee from the students.

6. The record, in the first instance, was examined by Mrs. Sunita

Nautial, Audit Officer of the Committee. She observed to the effect that: -
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North-Ex Public School, Sect-3, Rohini. New Delhi-110085

(i) The school has implemented the recommendations of the 6th Pay
Commission.

(ii) ~ The school hiked tuition fee in 2009-10, in terms of the order of
the Director of Education dated 11.2009. During 2010-11, the hike
was by 10%.
The Audit Officer after examination of the record produced by the

school for scrutiny returned the same to the representatives.

7. By notice dated 03.03.2015, the school was asked to appear on
25.03.2015 along with entire accounting, fee and salary records for the
years 2008-09 to 2010-11 for the examination of the same by the

Committee and for affording an opportunity of hearing to the school.

8. On 25.03.2015, Sh. S.K. Gupta, Chairman, Sh. Nitin Arora, Accountant,
and Sh. Baldev Raj, Accountant of the school appeared before the Committee

and produced the records.. It was contended that the school
implemented the recommendations of the 6t Pay Commission w.e.f. 01-
04-2009 and also paid arrears for the period 01-09-2008 to 31-03-2009

amounting to Rs.11,39,008/-. The school hiked the fee w.e.f. 01-04-2009

as per the order dated 11-02-2009 of the Director of Education and also
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recovered arrears for the period 01-09-2008 to 31-03-2009 amounting to
Rs.7,63,000/-. It was further contended that the school starting charging
development fee from the new students w.e.f. 2009-10 and the same was
fully utilized within the year itself. The development fee was treated as
revenue receipt and no earmarked development and depreciation fund
were maintained. The Committee examined the books of accounts and
salary records of the school and observed that the salary and arrears of
the entire staff were paid in cash till 2010-11. Further, the Committee
observed that till 2009-10, no TDS was deducted from the salaries but
had shown as collected in cash and deposited with the Income Tax
Department. Furthermore, every month 1 to 3 members of the total staff

were shown on leave without pay.

9. We have gone through the record, observations of the Audit

officer of the Committee and the submissions made by the
representatives of the school. The following chart, which is culled out
from the record would show the exact extent of hike in tuition fee during

the years 2009-10 and 2010-11; -
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Class Tuition || Tuition Tuition Fee | Tuition Tuition
Fee .| Fee increased Fee Fee
during during in 2009-10 | during increased
2008-09 |[2009-10 2010-11 |in 2010-11
[ to VIII 900 1100 200 1200 100

10. From the above, it is manifest that the school hiked the fee during
the year 2009-10, in terms of the order of the Director of Education

dated 11.2.2009. During 2010-11, there was hike by 10% for all classes.

11. According to school it has implemented the recommendations of
the 6th Pay Commission. The salary and arrears of salary have been paid
in cash. We find that many schools have taken this plea that they had
implemented the recommendations of the 6t Pay Commission by paying
the salary/arrears of salary to the teachers in cash/bearer cheques.
Such a plea gives a lie to the stand of the school that it had implemented
the recommendations of the 6t Pay Commission as there is no plausible

and convincing reason, why the payment was not made by bank transfer

or by account payee cheques.
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RECOMMENDATION

Re. Fee Hike

Since the school has hiked the tuition fee in 2009-10 in terms
of the order of the Director of Education dated 11.02.2009, without
implementing the recommendations of 6th Pay Commission, we are
of the view that the increase in fee, in excess of the tolerance limit
of 10%, was unjustified. Therefore, the Committee recommends
that the fee hike effected by the school in the year 2009-10 in
excess of 10%, ought to be refunded along with interest @9% per
annum from the date of its collection to the date of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the
subsequent years, there would be a ripple effect in the subsequent
years and the fee of the subsequent years to the extent, it is
relatable to the fee hiked in 2009-10, ought also to be refunded
along with interest @9% per annum from the date of its collection to

the date of its refund.

Re. Arrears of Fee,

The school has also recovered arrear of fee for the period 01-
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ought also to be refu

the date of its collect

The school has ¢

Year

2009-10

2010-11
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09-2008 to 31-03-2009 amounting to Rs.7,63,000/-. The same

nded along with interest @9% per annum from

ion to the date of its refund.

Re. Development Fee;

harged development fee in the following manner:-

Development Fee Charged

Rs. 68,400.00

Rs. 61,200.00

t fee though, had been treated as capital receipt

but no separate depreciation reserve fund and development fund had

In the circumstances, the Committee is of the view that the

school was not complying with any of the pre-conditions prescribed

mittee, which were affirmed by the Hon’ble

Supreme Court in the case of Modern School Vs. Union of India&

Ors. Therefore, the Development Fee charged by the school to the

tune of Rs.12,96,00.00 during the years 2009-10 and 2010-11 in

i
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the garb of the order of the Director of Education dated 11.02.2009

‘was not in accordance with law. This being so, the school ought to

refund the aforesaid development fee along with interest @ 9% per

annum from the date of its collection to the date of its refund.

Recommended accordingly.

Sd/- Sd/- Sd/-

J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member

Dated—10.04.2015
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Virendra Public School, Timarpur, Delhi-110054

1. With a view to elicit the relevant informjation,fromAthe schools with
regard to the basic questions, whether | or not the schools had
implemented the recommendations of the Si:;(th Pay Commission and if
so, whether or not the fee was hiked for the :purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the

Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2. The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. On examination of the aforesaid returns by the Committee, it
prima facie, appeared that the school had increased the fee in terms of
the érder of the Director of Education dated 11-02-2009 as well as
impl.emented the recommendations of the sixth pay commission. In this

view of the matter the school was placed in category ‘B’.
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Virendra Public School, Timarpur, Delhi-110054

4. By notice dated 06.04.2015, the school was asked to appéar on
- 15.04.2015 along with entire accoun‘ting, fee and salary records for the
years 2008-09 to 2010-11 for the examination. of the same by the

Committee and for affording an opportunity of hearing to the school.

5. On 15.04.2015, Sh. Satya Narayan Prasad Singh, LDC of the
school appeared before the Committee and requested for some more time
to produce record. As requested the school was directed to appear before
the Committee and produce record on 07.05.2015.

On 07.05.2015, Sh. Satyanaayan .Prasad Singh, LDC and
Sh.Brijesh Nigam, Consultant of the school appeared before the
Committee and produced record. They submitted that the' school neither
recovered any arrear fee nor paid any arrear salary. The school has hiked
tuition fee by Rs.200/- to Rs.300/- p.m. w.e.f, 01-04-2009, but
recommendationsl of the 6% Pay Commission were only partially

implemented w.c.f. August, 2009. Salary to the staff was paid by direct

bank transfer.

- The Committee noticed that the school has changed its stand.

Earlier, vide letter dated 12-03-2012, in reply to the questionnaire issued .
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by the Committee, the school has stated that arrear salary from January,
2006 to July, 2009 had been paid in two instalments i.e. first instalment
@40% and the second instalment @60%. The school had even filed the

detail of arrears paid to the teachers. The aggregate amount of arrear

paid was Rs.84,02,186/-.

Further, on examination of salary sheets of the school, the
Committee observed that only the basic pay, DA @ 16% only and TA were
paid w.e.f. August, 2009. No TDS was deducted from the salaries of the

staff till date. The school does not have a TAN.

Discussions and findings

6. We have gone through the record, observations of the Audit Officer
of the Committee and the submissions made by the representatives on
behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2010-11: -

Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee | Tuition Fee
Class during during increasedi in | during increased in

2008-09 2009-10 2009-10 2010-11 2010-11
Pre Primary to | 860 1060 200 1160 100
Vv ; _
VI to VIII - 900 1100 200 | 1210 110
IX 1100 1400 300 1540 140

/’__,;_,;M L~ Page 3 of 5
TRUE CQPY /
\';‘len ui Sehot! vus
Secretary =




T

® o
1]

000113

, .
® 6 6 & ©

9o 6 00 6 06 & 0606 ¢ 0 0 0 0

-0 0 00 @

1, %

B-142
Virendra Public School, Timarpur, Delhi-110054
X 1.250 1550 300 1700 150
XI 1350 1650 300 1810 160
XII 1450 1750 300 ' 1925 175
7. From the ‘above, it is manifest tha_t the school has increased the

fee during the year 2009-10, in terms of the order of the Director of

Education dated 11 / 02/2009. During 2010-11, the hike was by 10%.

8. Admittedly, the School has partially . implemented the
recommendations of the 6th Pay Commission, as DA, TA and has not
been paid as per the prescribed norms.

9. As per record the school has not collected development fee.

RECOMMENDATION

Re. Fee Hike

. Since the school has hiked fee in 2009-10, in terms of the
order of the Director of Education, dated 11.02.2009, withou:t fully
implementing the recommendations of 6tt Pay Cbminission, we are

of the view that the increase in fee, in excess of the tolerance limit

~of 10%, was unjustified. Therefore, the Committee recommends

that the fee hike effected.by the school in the year 2009-10 in
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|
excess of 10%, ought to be refunded along with interest @9% per

annum from the date of its collection to the date of its refund.

Further, the fee hiked in 2009-10 is also part of the fee for the
subsequent years, there would be a ripple effect in the subsequent
years and the fee of the subsequent years to the extent, it is » ‘
relatable to the fee hiked in 2009-10, ought also to be refunded

along with interest @9% per annum from the date of its collection to ‘

the date of its refund.

Recommended accordingly.

Sd/-  Sd/- Sdi-

|
J.S. Kochar ‘Justice Anil Dev Singh (Retd.) © Dr. R.K. Sharma 4
Member Chairperson Member
i
|
\

Dated— 13-05-2015
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In reply to the questionnaire dated 27/02/2012 issued by the
Committee, the -school submitted that it had implemented the
recommendations of the VI Pay Commission w.e.f. 01/01/2006.
However, the actual implementation was effected w.e.f. 01/04/2009
and arrears of the differential salary for the period 01/01/2006 to
31/03/2009 were paid in the financial years 2009-10 and 2010-11
and such arrears amounted to Rs. 1,54,77,460. It further staied that
the monthly salary for pre implementation period was Rs. 22,88,071,
which rose to Rs. 36,73,165 after the implerﬁentation.

With regard to hike in fee in pursuance of order dated
11/02/2009 issued by the Director of Education, thg; school
.submitted that it had hiked the fee w.e.f. September 2008. It further
stated that the total monthly collection of tuition fee was Rs.
68,47,750 before such hike and Rs. 80,82,418 after such hike.
However, the monthly hike in collection ought to be taken as Rs.
76,91,227 as the remaining amount of increased fee was attributable
to the increase in student sfrength. Thus, the school, in effect
contended that the increase in monthly collection of fee was only Rs.
8,43,477. It is noteworthy that no such break up was given in respect
of the hike in salary on account of increase in the staff strength. The

school was placed in category ‘B’ for the purpose of verification.

A preliminary calculation sheet was drawn up by the Chartered

Accountants (CAs) detailed with the Committee. As per the
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calculation sheet, they worked out that the school was in deficit after
implementation of the VI Pay Commission report, to the tune of Rs.
2,53,40,584 after considering the funds available wifh the school as
on 31/03/2008. On perusal of the calculation sheet prepared by the

CAs, the Committee noticed serious discrepancies therein, some of

which are as under:

(a) They had worked out that the funds available with the school
as on 31/03/2008 were in the negative zone and instead of
taking the funds available as zero, they had taken the
negative figure of Rs.’ 1,68,98,171 into consideration for the
~ burpose of making calculations to examine the justification
of fee hike. Further, they did not go into the possiblé
‘reasons fqr the funds a-vailable being in the negative zone.
For working out thg funds available, they considered net
current assets (current assets — current liabilities) of the
school as on 31/03/2008. In view of the Committee, the net
current assets can turn into negative only if there is
diversion of the short term funds into fixed assets or the
funds are withdrawn or diverted from the school or the
school is incurring cash losses.

(b) They did not take into account the arrears of differential
‘development fee recovered by the school in pursuance of
order dated 11/02/2009 issued by the Director of Education.
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The Committee was therefore, of the view that the calculation

sheet prepared by the CAs could not be relied upon and therefore, the

same was rejected. The Committee observed that the school had not

filed its Receipt and Payment Accounts for any of the five years, for

which the annual returns filed by the school were requisitioned from

the Director of Education, although filing of the same is mandatory aé

per Appendix II, referred to in Rule 180 (1) of the Delhi School

Education Rules, 1973.

The Committee was of the view that the

possible diversion of funds by the school could be ascertained only on

examining the Receipt and Payment Accounts of the school.

Accordingly, vide letter dated 21 /01/2014, the Committee

requisitioned the Receipt and Payment Accounts of the school for the

years 2006-07 to 2009-10. Besides, the usual details like employee

wise detail of arrears paid to the staff, detail of arrear fee received

separately for the periods 01/01/2006 to 31/08/2008 and

01/09/2008 to 31/03/2009, .complete break up of fee and other

receipts as appearing in the Income & Expenditure Accounts, details

of addition to fixed assets and sources of funds utilised for that

purpose, detail lease rent paid by the school , detail of loans raised

and repaid by the school, detail of accrued liability of gratuity and

leave encashment and statement of account of the Parent Society of

the school as appearing in the books of account of the school, were

also requisitioned from the school. The details were required to be
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submitted by 31/01 /2014. On this date, the Committee received a

letter from the school requesting for some more time on account of a

marriage in the family, presumably of some controlling authority. The

school was allowed time upto 12/02/2014.

The school submitted the information/details under cover of its
letter dated 12/02 /2014. In the letter it was stated that the ceiling on
fee hike prescribed by the Director of Education vide order dated
11/02/2009, did not permit the school to fully neutralize the effect of
increase in salary and emoluments as a result of implementation of VI
CPC. It was also requested that the Committee may make suitable
recommendations to balance the outflows. In short, the school was

seeking a further fee hike over and above that permitted by the

Director of Education vide order dated 11 /02/2009.

On receipt of the information from the school and on its
perusal, the Committee was of the view that some clarifications were
required and accordingly issued a notice dated 20/02/2014 to the
school for hearing on 24/03/2014. On this date, Sh. J. Bajaj,
Supervisor of the school appeared and filed a letter seeking

adjournment on account of a sudden bereavement in the family of the

Chartered Accountant of the school. Accordingly, the matter was

directed to be relisted on 22 /04/2014. On this date, Sh. Rahul Jain

and Sh. Manoj Jain, Chartered Accountants and authorized
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representatives of the school appeared along with one Sh. Shyam

Bansal, Advisor. On queries raised by the Committee on certain

aspects, they submitted as follows:

(@) The school runs from a rented premises owned by Kuria Mal

Real Estate Pvt. Ltd.

(b) The school does not generate any surplus from the transport
fee and new buses are purchased by utilizing the

depreciation reserve fund and by raising loans from banks

and non banking financial companies,

(c) Development fee is utilised for purchase of furniture, fixtures

and equipments. In the schedule of fixed assets for the year

2009-10 and 2010-11, it was erroneously shown that

vehicles were acquired out of development fee.
(d) No separate bank accounts have been maintained for
development fee and depreciation reserve fund. Hence one to

one correlation of acquisition of fixed assets with the funds

utilised therefor is not possible.

(e) Repayment of loans for vehicles is made out of depreciation

reserve fund.

. (f) Arrears of development fee for the period 01/09/2008 to
31/03/2009 were recovered @ 15% of tuition fee, though the

same originally charged for 2008-09 was @ 8.33% of the

tuition fee.
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In view of the submissions/stand of the school, it was required

to furnish the following documents / dctéils on the next date of hearing

which was fixed on 05/05/2014:

(a) Copy of lease deed of the school covering the periods 2006-
07 to 2010-11.

(b) Names of Promoters and Directors of Kuriamal Real Estate

Pvt. Ltd.

(c) Names of office bearers and members of Gee Dee Educational

Society, which runs the school
(d) Split Income & Expenditure Accounts for the years 2006-07

to 2010-11, showing separately transport related receipts

and expenses.

(e) Ledger accounts of unsecured loans upto 31/03/2011.

(f) Detail of ‘Other Receipts’ from 2006-07 to 2010-11.

| On 05/05/2014, Sh. Manoj Jain and Sh. Rahul Jain, CAs again

appeared and filed the required details /information/documents under

cover of the _lettef dated 05/05/2014.

As per the information furnished by the aforesaid

representatives of the school, the, following are the

Directors/Shareholders of M/s. Kuriamal Real Estate Pvt. Ltd.:-
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Name Capacit | No. of shares held
Brahm Dev Gupta | Director -
Sah Dev Gupta Director -
Kapil Dev Gupta Director & Shareholder 6,66,667
Yash Dev Gupta Director & Shareholder 6,66,666
Jai Dev Gupta Director -
Inder Dev Gupta Director & Shareholder 6,66,667
Puneet Gupta Shareholder 3,33,333
Kunal Gupta Shareholder 3,33,333
Akash Gupta Shareholder 3,33,333
Prashant Gupta Shareholder 3,33,334
Siddharth Gupta Shareholder 6,66,667
Total ' 40,00,000

The Committee also noticed that the Governing Body/Executive

Members of Gee Dee Educational Society, which runs the school

comprised of the follbwing:

Name & Address

Designation ‘,
Yash Dev Gupta, 6 /844, Mehrauli, New Delhij President
Jai Dev Gupta, 6/845, Mehrauli, New Delh;j Vice President |
Sahdev Gupta, 6/842, Mehrauli, New Delhij Secretary 1
Sangeeta, 6/846, Mehrauli, New Delhi Treasurer
Rashmi, 6/ 845, Mehrauli, New Delhi Executive
Member
Greesh Mohan, 122 /1, Flat No.7, Ganpati| Executive
Apartments, Member
Malviya Nagar, New Delhj
Promila Gupta, 4/334, Mehrauli, New Delhi Executive
Member
L. Mathew, A-1 /254, Janak Puri, New Delhj Executive
| Member
K.L. Sobti, CA-18, Tagore Garden, New Delhj | Executive
Member 7

On being questioned about the close nexus between the lessor

company in whose premises the school is run and the Society which
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owns the school, the representatives of the school conceded that
several office bearers of the Society and Directors of the Company

were the same or belonged to the same family. However, they

contended that there was no legal infirmity in the school taking the

buildihg on lease from the company as the law does not require the

school or society to own the building.

The Committee observed that in the reply to the questionnaire
regarding development .fee which was issued to the school, the school
had contended that it treated the development fee as a capital receipt
but perusal of its audited financials showed otherwise, When the

matter was put to the representatives of the school, they contended

that prior to 2009-10, it was treated as a revenue receipt but the

accounting treatment was corrected in 2009-10 to show the same as a

capital receipt.

The Committee also observed that the school was charging very

substantial fees, apart from the tuition fee, which was being shown

under the head ‘Other Receipts’ in the Incdrﬁe & Expenditure

Accounts and from the details submitted by the school, it was

observed that the same were charged for ?rient

The school was asked to Jjustify such fees vis a

ation programmes,

educational trips etc.
vis expenditure incurred against them. The school was given a week’s

time to furnish the same. The school furnished the required
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information under cover of its letter dated 20/05/2014. Further, it
submitted the split Income & Expenditure Accounts, under cover of its
letter dated 10/06/ 2014, to show separately the transport fee and

recoveries under ‘Other Charges’ vis a vis the expenses incurred

thereagainst.

In order to seek clarification with regard to the information
furnished by the school on 20/05/2014, a fresh notice dated

19/06/2014 was issued to the school for heéring on 10/07/2014. Sh.

Rahul Jain, CA put in his appearance. The split Income &

Expenditure Accounts filed by the school wére examined by the
Committee and it was observed that even the depreciaﬁon on buses
was not allocated by the school against the transport fee and yet there
was either a shortfall in the transport account or there was a nominal
surplus. Hence, it became apparent that the repayment of bus loans
Or margin money contributions therefor, did not come out of the
depreciation charged on buses. The authorized representatives of the
school fairly conceded that the buses were. acquired and the loans
therefor were repaid out of depreciation charged on all the assets of

the school and such charge was against tllntlon fee.

y the school out of the

In effect, he

conceded that the buses were acquired b

surplus generatedl from the tuition fee. He requested the Committee

| .
elr, the calculation sheet

|

that before it takes a final view in the matt
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prepared or to be prepared by the Committee ought to be supplied to

the school for its comments,

In this case, the Committee has sought extensive information

from the school before preparing the preliminary calculation sheet

primarily for two reasons:

(i) As per the calculation sheet prepared by the CAs, the net

current assets i.e. the funds available with the school
were in the negative Z0ne, suggesting possible diversion of
funds which aspect was not investigated by the CAs. In

fact the diversion of funds was apparent from the balance

sheet as the school had shown a liability of Rs.

1,53,65,520 on account of fee received in advance against

which its cash and bank balances were just Rs,

28,61,420. The school ought to have maintained atleast
the amount of the advance fee received by it in its bank
balance;

The audited ﬁnancials; of the school suggested that the
school was in fact diverting its surplus generated from

tuition fee by way of withdrawals under the garb of rent
paid for the school building;

(i)  The school was apparently financing its fixed assets and

infrastructure also from the tuition fee charged from the

JuST‘EEE\\-\ 10
SR DT SINGH N
. COMMATTEE )
\

~ For Resiew of School Fes
\‘\\"‘“» - ) .

Sexretary

|
E
®-




S | o o
© 00 © 000 06 00 & 00 0 ¢ 060 0060 00 O 0 0 0o

N
-0 ¢

| B204)(()1 25
K.R. Manglam World School, Greater Kailash-II, New Delhi-

110048

students, although "as per| the decision of Hon’ble

Supreme Court in the case of Modern School vs. Union of

!
India (2004) 5 SCC 583, capital expenditure cannot form
part of the fee structure of the school, and
(iv) The school was not content with the amount of fee hike

allowed to it vide order dated 11/02/2009 and was

seeking a further fee hike.

Before making the preliminary calculations, the Committee felt
that certain issues which were unique to this school, ought to be

addressed first because they will have a beéring on the final
calculations to be made by the Committee. Accordingly, the

Committee considered the following issues before making the

preliminary calculations :-

(a) Whether the school was justified in payihg rent and property tax
of school building to M/s. Kuria Mal Real Estate Pvt. Ltd., which
is a company owhéd and controlled by the same people who
control the school through its parent society Gee Dee

Educational Society.

(b) Whether the school can purchase vehicles or repay loans taken
for their purchase out of the tuition fee:

(c) Whether the school can repay other unsecured loans out of the

tuition fee.
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on these issues as follows:-

()

(b)

(c)

A

For Review of Schog! Fe’e//

that the payment of rent and property tax by the school to
its Parent Society for onward paymént to M/s. Kuria Mal

Real Estate Pvt, Ltd. would amount to transfer of funds to

the Society which is forbidden by the judgments of the
Hon’ble Supreme Court in the cases of Modern School an»d
Action Committee Unaided Private Schools.

Aé regards the issue of purchase of buses and repayment of
loans taken for their purchase, the Committee was of the
prima-facie view that the issue is setﬂed by the judgment of

the Hon’ble Supreme Court in the case of Modern School vs.

Union of India (supra) wherein it has been laid down that the

capital expenditure cannot form part of the fee structure of
the school. The necessary cordllary of this is that the school

cannot acquire vehicles or repay loans taken therefor out of

the funds available out of tuition fee.

As for repayment of unsecured loans out of tuition fee, this

would depend upon the purpose folr which such unsecured

loans were taken in the first place! If the loans were taken

|
l
for incurring capital expenditure, they obviously cannot be

repaid out of tuition fee. On the other hand if the unsecured

N i,

PRILOEY SINGH N IE
f SINE \ ‘ TRUE C
COMMITTEE > RU

al Secrye

26



‘ oo 0000 O
002 0 0 060 © 0006000 0606008 0O OCOESGO OO O

K.R. Manglam World School, Greater Kailash-II, New Delhi-
110048

loans are taken to meet tempc!Drary shortages in working

capital, they can be repaid out of tuition fee.

Preliminary Calculation Sheet

The Committee directed its audit officer to prepare the

preliminary caléulation sheet under supervision of the Committee,
keeping in view the principles as discussed above, The audit officer
prepared the following calculation sheet, as per which it appeared that
the school had ample funds either available with it or unauthorisedly

diverted by it and prima facie it also appeared that the school could

have implemented the recommendations of the VI Pay Commission -

without resorting to any fee hike:
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Statement showing Fund availability of as on 31-03-2008 and the effect of implementation of VI Pay
Commission report and fee hike as per order dated 11/02/2009 _
Particulars Amount (Rs.) Amount (Rs.)
Funds Diverted as per Annexure 1 172,976,110
Current Assets
Cash in hand 202,960
Balances with Scheduled Bank 2,658,460
Advance to Contractor 1,756,451
Security Deposits 744,000
Fixed Deposits with Bank 220,927
Advance to Suppliers 5,201
Income Tax Receivable (FDR) 1,208 5,589,207
Total 178,565,317
Less | Current Liabilities
Fee Received ip Advance 15,365,520
Caution Money 921,‘500
TDS Contractor 29,793
TDS Prof. 14,244
TDS Rent 11,588
TDS Salary 52,349
Sundry Creditors 2,143,003
Sundry Payable . 3,490,477
Employee PF (1,776)
PTAA/C 460,590 22,487,378
Net Current Assets (Funds available) + Funds Diverted 156,077,939
Less | Arrear of Salary as per 6th CPC w.e.f, 01.01.06 to 31.03.2009 15,477,460
Increased Salary as per 6th CPC from 01.04.09 to
31.03.2010 16,621,128 32,098,588
Excess / (Short) Fund Before Fee Hike 123,979,351
Add | Arrear of Tuition Fee (As per informaﬁonl given by school) 5,617,500
Arrear of Tuition Fee for the period 1-9-08 to 31-3-09 4,532,381
Arrear of Development fee for the périod 1.9.08 t0 31.3.09
@525 p.s. (@15% of tuition fee) 679,857
Incremental Fee in 2009-10 15,969,764 26,799,502
Excess / (Short) Fund After Fee Hike 150,778,853
Working Notes
Increased Salary in 2009-10 Amount
Post Implementation Salary for April 2009 3,673,165
Pre- Implementation Salary for March 2009 2,288,071
Monthly increase in Salary- 1,385,094
Increase in salary in 2009-10 16,621,128
2008-09 2009-10
Fees received as per Income & Expenditure Account 84,315,103 100,284,867
Increase in Fees in 2009-10 asperl1 & E A/c 15,969,764
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Annexure 1

Funds which appear to be diverted (as per Receipts & Payments Accounts)

Lease Rent of School
~e8dse Kent of School

2006-07 9,000,000
2007-08 9,000,000
2008-09 11,250,000
2009-10 11,250,000
2010-11 12,656,256 53,156,256
" Property Tax of Leased Premises
2006-07 1,009,672
2007-08 1,009,672
2008-09 2,330,501
2009-10 1,215,904
2010-11 1,823,856 7,389,605
Purchase of Vehicles
2006-07 9,011,943
2007-08 6,406,592
2008-09 6,386,055
2009-10 9,701,717
2010-11 - 31,506,307
Repayment of Loans to Banks taken for purchase of Vehicles
2006-07 -
2007-08 -
2008-09 12,168,051
2009-10 6,465,146
2010-;1 2,183,773 20,816,970
Repayment of Loans to NBFCs
2007-08 (GE Capital) 2,420,905
2010-11 (Tata Capital) 1,537,519 3,958,424
Repayment of Unsecured Loans
2006-07 12,043,600
2007-08 34,349,400
2008-09 6,716,940
2009-10 3,038,608
2010-11 - 56,148,548
-

Apparent diversion of funds from 2006-07 to 2010-11 172,976,110
—_— T =Y
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Response of the school

A copy of the calculation sheet was sent to the school vide

notice dated 22/08/2014 and an opportunity was given to the school

‘to have its say in rebuttal. The hearing was fixed for 12 /09/2014.

The school submitted its rebuttal vide written submissions

dated 03/09/2014, vide which it was contended as follows:

(a) The current liability of Rs. 1,04,01,300 which was shdwn in
the balance sheet as security deposit of bﬁses has not been
taken into account in the calculation sheet,

(b) Since the order dated 11/02/2009 of the Director 'of

| Education did not permit any further increase in fee during
2009-10, the additional expenditure on salary and other
heads on account of increment/additional DA and inflation
during 2009-10 ought to be taken into account.

(c) The school ought to be allowed to retain funds equivalent to

four months’ salary in reserve.

(d) The school was not able to make out the basis of treating a

sum of Rs. 17,29,76,110 as funds which appear to have been

diverted.
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The authorized representative of the ischool was informed of the
basis on which the Committee considers this sum as diverted , during -

the course of hearing on 12/09/2014. He sought liberty to make

written submissions on this limited aspect. The liberty was granted

by the Committee and the school made detailed written submissions

vide letter dated 25/09/2014.

The school vide its written submissions dated 25/09/2014, did
not confine itself to the issue of funds diverted by the school but also
sought to agitate the basis on which the Committee was conducting
its e;(ercisc. It also relied upon an order of the Hon’ble Supreme
Court dated 16/04/2014 in the matter of DAV College Managing
Committee vs. Lakshmi Naryan Mishra & ors. ( Civil appeal No.
4556 of 2014) to contend that while deciding a similar issue of
revision of fee on account of implementation of VI Pay Commission
recommendation, thé Hon’ble Supreme Court held that the schools
were entitled to a return of 10% profit above the actual expenses, as a
reasonable return to the institution. It also contended that in view of

this judgment, the linking of school fee with available surplus is no

longer a valid law. It cited excerpts from the aforesaid judgment as

follows:

7. It has calculated and recommend average fee per child per
month for the concerned DAV schools in the State of Odisha. From the
Report as well as proceedings of the sub-committee headed by a
chartered accountant and annexed as Annexure 1 to the Report it was
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shown that the Committee took note o

f the principles governing fee
structure of private unaided educational institutions as emerging from

different judgments of this Court including 11 ~Judge Bench judgement
in the case of T M.A Pai Foundation & Ors. V. State of Karmataka & Ors.,
(2002) 8 SCC 481, to allow only 10% profit above the actual expenses
over per child as a reasonable return to the institution and the parents’

representatives were also associated with such exercise of the fee
Sfixation.

» Mr. Pallav Shishodia, Sr. Advocate raised various objections to the
Report and recommendations of the Fee structure Committee. He also
urged that the objections raised on behalf of parents before the
Committee were not given due discussion and significance and the
recommended fees are much higher than what was suggested or

claimed by the schools themselves in the year 2009 for the purpose of
implementing recommendations  of the 6t

Central  Pay
Commission

............... The only objection which required some thought
was that in 2009 the broposed fee hike was of 50-57% based upon
requirement for payment of salaries as per recommendations of 6th
Central Pay Commission whereas on the basis of income and
expenditure figures and relevant information for the year 2012-2013,
the Committee has recommended revised fee which Jor

some schools
are alleged to be in the vicinity of increase of about 200%,

10. In the aforesaid context, it was successfully explained on behalf of
the appellant that in 2009 the fee increase was calculated on the basis
of 22% D.A. prevalent at that time but the average D.A. in 2012-13 had
increased to 72.25%. Further, due to lapse of three years, the annual
increments of 3% would add to a total of 9%. The combined effect
would be an increase of more than 200% of the original 2009 fees. It
was also pointed out that increase in fees, 1as recommended by the

Committee, ranges only from 46% to 119% for ‘diﬁ’erent schools over and
above the present unrevised fee structure. |

11. On carefully going through the facts and figures available on record
and those considered by the Committee, we Jind no good reason to take
exception to the fee structure recommended by the Fee Structure
Committee, Odisha through its Report dated 02.05.201 3.

12. Since the larger issue of law has been given up by the appellant
and the same has been left open, we are not required to go into the
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same. In the facts of the case, we are re-assured by the Committee’s
Report that the appellant and institutions represented by it have been

- allowed only reasonable profit to which they are entitled under law.

13. Before parting with the matter, we would like to caution the
concerned authorities that if a private educational institution has met all
the requirements of obtaining No Objection Certificate and affiliation ete.
then its claim for revision of fees should be considered expeditiously on
permissible parameters. Objections, if any, should be entertained only
Jfrom the parents’ representatives and not Jrom individual parents. An
individual may at times be reckless and may harm the educational
prospects of all the students of the school. If a claim for revision of fees
is stalled for long due to meritless objections, it can affect academic
standards on account of disgruntled staff and teachers who may even
quit the institution for want of appropriate salary and perks. Such state
of affairs with regard to the concerned schools has been highlighted on
behalf of the appellant. The selected parents’ representatives, on the
other hand, are expected to be more responsible as a body. In the
bresent case, only some individual parents have prevented the schools
Jrom realizing revised fees since 2009. It is not possible to assess the
injury caused to the schools nor is it possible to award any
compensation by allowing revised fees to be realized from any earlier
date such as 1.6.2012 as prayed on behalf of the appellant. However,
it is satisfying to note that the State of Odisha has not raised any
objection to the recommendations of the Fee Structure Committee,

Odisha and, therefore, there is no legal impediment of any substance in
allowing this appeal.

Further, the school cited the following excerpts from the
judgment of the Hon’ble Delhi High Court in WP(C) 7777 of 2009, vide
which this Committee was constituted, to contend that the

preliminary calculation sheet prepared by the Committee went beyond

the scope of the judgment:

“82..... This Committee will be Jor the period covered by the impugned
order dated 11.02.2009 and specifically looking into the aspect as to
how much fee increase was required by each individual schools on the
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implementation of the recommendation of VI Pay Commission

would examine the records and accounts, etc. of these schoo
taking into consideration the funds

disposal of schools at that time and the
the Supreme Court in Modern School
Unaided Pvt. Schools as explained in this

, Le. it
[s_and
available, etc. at the
principles laid down by
and Action Committee
judgment.

was by way of interim measure. There is a need to inspect and_audit

accounts of the schools to find out the funds to meet the increased
obligation cast by the implementatio

basis, to determine in respect o
fee, if at all, is required. O

n of VI Pay Commission and on this
[ these schools as to how much hike in

n the basis of this exercise, if it is found
that the increase in fee proposed, order dated 11.02.2009 is more the

same shall be slided down and excess amount paid by the students
shall be refunded along with interest @ 9%. On the other hand, if a
particular school is able to make out a case for higher increase, then it
would be permissible Jor such school to recover Sfrom the students over
and above what is charged in terms of Notification dated 1 1.02.2009.”

(emphasis supplied by us)

With regard to the issue of diversion of funds, the school contended

that

(i) The observation of the Hon’ble Supfeme Court in the matter
of Modern School prohibiting acquisition of fixed/ capital‘_
| assets from fees’ seems to be baséd on out of context quote
from the judgment. The restriction of capital expenditure not

constituting a component of financial fee structure is

relevant to only activities falling under Rule 177 (1) (b) of the

Delhi School Education Rules 1973 and not to activities

under Rule 177 (2) thereof. The school can and is rather

under obligation to provide_from the fees for the staff

20
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retirement benefits, expansion of the school building and any
other developmental activities in the school and thereafter
the ‘savings’ can be used for capital expenditure of the
nature prescribed under the proviso to Rule 177 (1) (b).

The Hon’ble Supreme Court in the case of Modern School
has not put any restriction on the operation of Rule 177 in
relation to mandatory provision for activities envisaged under
Rule 177 (2) inter alia including capital expenditure on
expansion of the same school or any other developmental
activity in the same school.

In our case, the expenses relating to school infrastructure
are covered by the activities contemplated under Rule 177 (2)
and hence there was no diversion of funds as shown in the
calculation she;et.

The imputation of diversion of funds as lease rent and
property tax of the leased premises seems to be the result of
a doubt entertained by the Committee as to the permissibility
of the school mnhing from é rented building and consequent .
payment of rent from school fund particularly when some of
the office bearers of the society and the Directors of land

owning company were common. The transaction is in

conformity with law. There is no stipulation for the Society

to own the school building and there is no prohibition under
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the ‘law that the school cannot function from rented
4

premises. Rules 60 to 92 reléte to grant in aid for the

component of the rent paid by the school functioning in the
rented building. Had there bee|n a restriction on a school
from functioning in rented building, there would have been
no occasion for grant in aid on account of rent of school
building. The form of application for recognition poses a
question whether the school is housed in a rented or owned
building or is in tents. The school while applying for grant of
recognition duly mentioned that the school was operating
from a rented premises and in pursuance of the school’s
application, fecognition was granted. The rent paid by the
school was reasonable considering the total area available to

it. "The owner company and the society are two different legal

‘entities and the' lease of school building was a genuine

transaction.

(v}  The Committee has considered the purchase of vehicles as
diversion of funds and also the repayment of loans taken for
acquiring of vehicles as diversion. This has resulted in

duplication and ought to be corrected.

The School also submitted that the arrear fee amounting to Rs.
56,17,500 has been added separately and the same is also included in
the incremental fee for the year 2009-10 as per the calculation sheet.
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Discussion

Since the school has raised multifarious contentions, it would

be apposite to first summarise the issues that need to be determined

by this Committee. These are as follows:

(a) Whether the preliminary calculation sheet drawn by the
Committee and the steps being taken by the Committee to
examine the Justifiability of the fee hiked by the private unaided
schools in pursuance of order dated 11/02/2009 issued by the
Director of Education, are as per the mandate of this

Committee, as postulated by the judgment of the Hon’ble High

Court in WP(C) 7777 of 20097
(b) Whether the Judgment of the Hon’ble Supreme Court in Civil
appeal No. 4556 of 2014 concerning the private schools in the
state of Odhisa, governed by a local enactment of that state, has
any application to private unaided schools in Delhi. which are
governed by the provi.sions of Delhi State Education Act, 1973
and the rules framed thereunder and whether such judgment

overrides the judgments of the Supreme Court in the cases of

Modern School (supra) and Action Committee Unaided

Private Schools (supra) which were rendered in the context of
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fixation of fees by private unaided schools in Delhi under the
relevaﬁt provisions of the Delhi law?
(c) Whether the rent and proper-tyltax of the school building being
A paid by the school to its Parent Socie£y which has taken the
building on lease from M/s Kuria Mal Real Estates (P) Ltd.,
amounts to transfer of funds by the school to the Society, in

contravention of the law laid down by jthe Hon’ble Supreme

Committee (supra).

(d) Whether the school could pass on the burden of capital
expenditure incurred by the school particularly for purchase of

buses and repayment of loans taken for their purchase, on the

Court in the cases of Modern School (supra) and Action
students by recovering it as part of the fee?
(e) Whether the school could pass on the burden of repayment of

Unsecured loans taken by it for creation of school infrastructure
on the students by recovering it as part of the fee?
() Whether there were factual errors in the preliminary calculation

sheet, drawn up by the Committee? If yes, what was their

- effect?

The various issues raised by the school are discussed as follows:
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- 1. Whether the relimina calculatlon sheet drawn by the
Committee and the steps being taken by the Committee to

examine the 1ust1ﬁab111ty of the fee hiked by the private
unaided schools. in pursuance ofl order dated 11/02/2009
issued by the Director of Education, are as per the mandate
of this Committee, as_postulated by the judgment of the
Hon’ble High Court in WP(C) 7777 lof 2009?

How the calculation sheet prepared by the Committee goes beyond

the scope of judgment has not been explamed by the school. The
Committee has rev1ewed the preliminary calculat1on sheet prepared by
its audit officer under its supervision and finds that it conforms tolthe
mandate given to the Commlttee by the Hon’ble De1h1 High Court in
WP (C) 7777 of 2009 ' particularly the directions that the funds
available at the disposal of schools at the time the decision to hike :the
fee was taken, have to be computed in accordance with the pr1nc1ples

laid down by the Supreme Court in the cases of Modern School and

Action Committee Una1ded Pvt. Schools. | '
‘ |

The Committee is required to first compute the funds alreddy

avaﬂable with the school ‘before it decided to hike the fee in terms of

order dated 11/02/2009 of the Director of Education. Since the

school admittedly hiked the fee w.e.f. 01/09/2008, the funds alrea}dy

available with the school have necessarily to be computed with

reference to the latest audited balance sheet i.e. as on 31/03/2008.
The preliminary calculatlon sheet does precisely that. The funds

ava11able as on 31/03/ 2008 have been taken to be the Net Current

Assets + Investments as. on that date. The Net Current Assets
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represent Current Assets — Current Liabilities. However, since the Net

Current Assets of the school were in the negative zone, which is a very

'unnatural scenario, the Commiftee, instead of mechanically taking

the negative figure, investigated as to how they had turned into a
negative figure. It observed that the school was resorting to diversion
of funds which was writ large on the face of the Balance Sheet as the
| school had just a sum of Rs. 28.6] lacs as its cash and bank balances
as on 31/03/2008 as against the fee received in advance which was
Rs. 158.65 lacs and was shown as a Current liability. The fee received
in advance is normally the fee received for the first quarter of the next
ﬁn.ancial year, Which is received in the month of March itself. If
nothing else, such advanée fee should remain deposited in the bank
account of the school till at least the beginning of the next financial
year. However, as is apparent, even such advance fee was not

retained by the school in its bank account, indicating that funds had

been diverted for other purposes.

The Committee, as per its mandate, as submitted by the school
itself is required to compute the funds available with the school and
while making such computation, the principles laid down by the
Hon’ble Supreme Court in the cases o.f Modern School (supra) and

Action Committee Un-aided Private Schools (supra) have to be

followed.
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The principles laid down by the Hon’ble Supreme Court in the case
of Modern School, in so far as, they pertain to fixation of fee by the

schools are that the capital expenditure incurred by the school cannot

form part of the fee structure of the school. In other words, the

schools cannot incur any capital expenditure out of the fee charged by

the schools (other than development fee) and such capital expenditure

ought not be recovered from the students as part of their fee. Such
capital expenditure may however, be incurred out of the savings that
remain from the fee ag computed under Rule 177 of Delhij School
Education Rules, 1973, after the school has met its expend1ture on
salaries of staff and other routine revenue expenses. Further, the

schools are forbidden from transferrmg any funds out of its fee

revenues to their Parent Societies and other 1nst1tut1ons under the

Same management.

In the judgment of Action Committee Un-aided Private Schools,
which was a review of the judgment of the Modern School case, the
Hon’ble Supreme Court modified the judgment in the case of Modern
School only to tile extent that, subject to.the fees being reasonable,
the schools could transfer funds fo other schools under the same

management, out of its savings. However, the bar on transfer of funds

to the Parent Societies, was retained.
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The Committee, in view of the principles laid down by the Hon’ble

Supreme Court in the aforesaid two judgments, which by its mandate,

the Committee is required to consider, has included the funds
transferred by the schoo] out of its fee revenues to its Parent Society

as also the funds utilized by the school out of its fee revenues, for

incurring capital expenditure, in the figure of funds available with the
school for the purpose of implementaﬁon of the recommendations of

the 6t Pay Commission.

Hence, the Committee rejects the contention of the school that the

preliminary calculation sheet drawn by it goes beyond the mandate of.

this Committee. The school can only dispute the correctness of the

figures computed by the Committee. The school has, in fact,

disputed the correctness of certain figures and the Committee will
duly examine such contentions of the school.

2. Whether the judgment of the Hon’ble Supreme Court in
Civil appeal No. 4556 of 2014 ¢

oncerning the private
schools in the state of Odhisa, governed by a local

enactment of that state, has any application to private
unaided schools in Delhi which are governed by the

red in the context of
fixation of feeg by private unaided schools in Delhi under
the relevant provisions of the Delhi law?

The Committee notes that the school has misinterpreted the

judgment of the Hon’ble Supreme Court, It has selectively quoted from
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the judgment and omitted poftions which did not suit it. Even
excerpts of two different paragraphs of the judgment have been
juxtaposed after omitting certain portions thereof to make it read like
a continuous text. Paragraphs 7, 8 and 10 as quoted by the school
above, are not the declaration of law by the Hon’ble Supreme Court
but are the submissions of the counsel of the contending parties.
Only paragraphs 11, 12 ( a portion of which has been cited ) and 13 as
excerpted by the school can be said .to be the ratio decidendi of the
judgment of the Hon’ble Supreme Court and we find that nowhere has
the Hon’ble Court laid down tﬁat the schools are entitled to a profit of

10% over its expenditure, as contended by the school.

Further, the Committee is of the view that the judgment of Hon’ble
Supreme Court in Civil appeal No. 4556 of 2014 pertains to schools in
the state of Odisha which are governed by the local laws of that state
only. The schools in Delhi are governed by the local law of Delhi state
i,e. Delhi School Education Act, 1973 and the rules framed
thereunder. The judgments of the Hon’ble Supreme Court in the
cases of Modern School and Action Committee Un-aided Private
.Schools were rendered in the context of the provisions of the local
laws of Delhi, particularly Rules 175 and 177 of Delhi School

Education Rules 1973.

29
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Therefore, the Committee is of the view that the judgments in the

cases of Modern Schoolf and Action Committee Un-aided Private

Schools, still hold the field.

3. Whether the Rent‘v and Property tax paid by the school to
Gee Dee Educational Society amounts to transfer of funds

by the school to thé Society in contravention of the law laid
down by the Hon’ble Supreme Court in the cases of Modern

School and Action Committee ?

If is no doubt tme that it is not necessary for a $chool or the
educational society‘running the §0h001 to own the school building.
They can legitimately rent a building for running the school as there
would be no legal infirmity in doing so. In the instant case, Gee Deé
Educational Society entered into a lease agreement dated 16/11/2004
ﬁm Kuria Mal Real Estatéjs Pvt. Ltd., wher;:by latter leased the schoo'l
building to Gee Dee Educational Society for running the School at

rental of Rs. 7,50,000 p.m'.i pius the annual property tax. |

As pointed out earlier, it is the school that pays rent (directly or
indirectly) to Kuria Mal Real Estates Pvt. Ltd., WhiChl is alter ego of
Gee Dee Educational Society. This is an ingenious method by which
school is tra-nsferriﬁg funds to the society. Several members of Gee
Dee Educational Society and shareholders of Kuria Mal Real Estates
Pvt.. Ltd. are the same. According to the decisions of the Supreme

Court of India, in Modern School vs. Union of India (2004) 5 SCC

JUSTICE.
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583 and Action Committee Unaided Pvt. Schools and Ors. v.
Director of Education and Ors. 2009 (11) SCALE, the schools are
interdicted from transferring funds to its parent society. In vievs} of the
embargo the schoo] could not have legitimately transferred any funds
to the Society but by the aforesaid stratagem the school has been able
to transfer the funds ostensibly in the shape of the rent to the
Society/ Kuria Mal Real Estates Pvt. Ltd. It is a well- seftled principle,

haloed by time, that a company has a separate and an 1ndependent

identity from its shareholders (Saloman vs. Saloman and Company

Ltd., 1897 AC 22, HL), but it is subject to the doctrine of lifting the

corporate veil in an appropriate case. The corporate veil can be lifted
to examine the real faces behind the facade. In Tata Engineering and
Loco Motive Company Ltd. vs..State of Bihar, AIR 1965 SC 40, it was
held that thé doctrine of lifting the veil marks a change in the attitude
that law had originaﬂy adopted towards the concept of the separate
entity or personality of the corporation. This change was a result of
the impact of complexity of economic factors, In view of such impact
Judicial decisions have recognized exceptions to the rule about the

Jjuristic personality of the corporation. The Supreme Court did not

circumscribe the exceptions in a straight jacket. Rather it indicated

that exceptions are expandable. In this regard the Supreme Court

ruled as under:-
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certain matters pertaini

stamps, particularly where the qu
interest” is in 1ssue; in the law relati
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ignore the Corporate entity and to treat

the individual shareholder as liable for its acts”

(]

In Juggi Lal vs, ITO, AIR 1969 SC 932, it was held by the

Supreme Court that while it is true that from juristic point of view

that the company has a legal personality, distinct from that of its

members and is capable of enjoyirig rights and being subjected to the
duties which are not the same as those enjoyed or borne by its
members, i_n certaiﬁ exceptional cases the court is entitled to lift the
corporate veil of an entity and to pay regard to the economic realities
behind the legal facade €.g. the court has the power to disregard the

corporate entity if it is used for tax evasion or to circumvent tax

obligation or to perpetrate fraud.
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. The mere fact that the court in the aforesaid decision referred as
an example, to three situations, where the court is entitled to lift the
Corporate veil, does not mean that it restricted the lifting of veil of a

Corporate entity only in these situations. In the case of State of U.P.

- V8. Renu Sagar Power Company, (1988) 4sCC 59, the Supreme Coﬁrt

lifted the veil of a holding company and held that the holding company
would be liable to the payment of electricity duty on the aforesaid

basis. In holding so it observed as follows:-

It is clear from the aforesaid decision that lifting the corporate
veil is a concept which is expanding and its boundaries are not
hedged in or circumscribed by limitations. The Supreme Court in the
aforesaid matter also held that the veil on Corporate personality even

' though not lifted sometimes is becoming more and more transparent
in modern company jurisprudence. Thus in other words, one can look

through the Corporate veil to see who actually is behind it. One can
peep through it. To put it more aggressively, in an appropriate case,
the veil could even be busted.

In New Horizons Ltd. vs. Union of India, (1995) 1 SCC 478, the

Supreme Court taking stock of several earlier decisions applied the

exception and penetrated the veil covering the face of the company
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and found that as a result of reorganization of the company, it was
functioning as a joint venture wherein the Indian Group of companies

and individuals held 60% shares and a Singapore based company

held 40% shares.

In Calcutta Chromotype Ltd. Vs. CCE, (1998) 3 SCC 681, the
Supreme Court reiterated that there is no bar on the authorities to lift
the veil of a company. In that case, the veil was lifted to see if it was
wearing the mask to hide the fact thgt both the manufacturer and the
buyer, are in reality the same persons. It was emphasised by the
Supreme Court that it was difficult to lay down an}; broad principle to

hold as to when the corporate veil should be lifted.

In Collector of Customs Kandla vs. East African Traders, (2000)
9 SCC 483, it was held that it is permissible for the authorities and
the tribunal to pierce the veil of the company in given set of fagts and
circumstances to ascertain whether the buyer and seller are indeed
related persons within the meaning of sub Rule 2" of Rule 2 of

Customs Valuation (Détermination of Price of Imported 'Goods) Rules,

1988.

The doctrine of lifting the veil has not only been applied to
corporate entities but also to a non corporate entity as well by the
Supreme Court. In the case of Secretary Haryana State Electricity

Board vs. Suresh, (1999) 3 SCC 601, the aforesaid doctrine was
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New Delhi-

applied to a non corporate entity. Harye}ma State Electricity Board,
which is a Statutory Board, was 'established with one of its primary
functions to Supply power to urban and ,rﬁral areas in the State of

Haryana through its plants and stations. The board floated tenders for

work was awarded to a contractor who performed the said work
through safai karamcharies. Subsequently a dispute was raised by the
safai karmacharies in respect of their entitlement to be absorbed

peérmanently on completion of 240 days in a year with the board. In

view of the admitted facts, the doctrine of lifting the veil was invoked

to find out the real relationship of workman with the board. In doing

so the Supreme Court held as follows:

“The High Court did in

Jact note with care and caution the doctrine of
“lifting of veil” in indy

strial jurisprudence and recorded that in the
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has members who are also the members of the Ge_e Dee Educational

Society. Since the society was not legally entitled to charge rent for the

school building, it created a facade of a company to facilitate the

transfer of funds from the schoollto itself. What the educational
society in question could not do directly, it engineered a method to do
it indirectly, which cannot ‘be cduntenanced in law. In the
- circumstances, therefore, the veil is required to be lifted to see the real
face behind the corhpany. On doing that, we find that Yash Dev
A Gupta, President, Jai Dev Gupta and Seh Dev Gup‘ta, Vice President
and Secretary respectively of the Gee Dee Educational Society are also

the shareholders of Kuria Mal Real Estates Pvt. Ltd. It also appears

from the list of Directors and shareholders of Kuria Mal Pvt. Ltd. and
members of the Gee Dee ‘Educational Society belong to one family

except for one or two persons.

In view of the foregoing facts, the Committee is of the view that

the rent and property tax paid by the school for the school building to

or through its Parent Society, amounts to transfer of funds by the

school to the Society and in view of the judgments of the Hon’ble

Supreme Court in the cases of Modern School and Action Committee

Un-aided Private Schools (supra) the same was not permissible. For

the purpose of calculation of available funds with the school, the

Committee will consider the rent and property tax paid by the school

as available to it.
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4. Whether the school could pass on the burden of capital
expenditure incurred by the school particularly for purchase of
buses and tepayment of loans taken for their purchase, on the
students by recovering it

it as part of the fee?

The contention of the school that in the case of Modern School,
the Hon’ble Supreme é)ourt had not put any restriction on the
operation of rule 177 bf Delhi School Education Rules, 1973 in
relation to mandatory provision for activities envisaged under rule
177 (2), inter alia, incluaing capital expenditure oh expansion of the
same school or any other development activity in the same séhool is

stated to be rejected. It would be apposite to reproduce here Rule 177

of Delhi thool Educa’_cion Rules, 1973:

RULE 177

~ Fees realised by

unaided recognised schools how to be
utilized '

(1) Income derived by an unaided recognised. school by way of fees
shall be utilised in the first instance, for meeting the pay, allowances
and other benefits admissible to the employees of the school:

Provided that savings, if any from the fees collected by such

school may be utilised by its managing committee for meeting capital or

contingent expenditure of the school, or Jor one or more of the following
educational purposes, namely:— ' ‘

(d) award of scholarships to students;
(b)  establishment of any other recOgniséd school, or

(c) assisting any other school or educational institution, not
being a college, under the management of the same Society
or trust by which the first mentioned school is run.

(2) The savings referred to in sub-rule (1) shall be arrived at after
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(@) - pension, gratuit
benefits admissible to the employees of the school:

(b)  the needed expansion
developmental nature;

(c)  the expansion of the school buildi

300132

Yy and other specfiﬁed retirement and other
of the school or any expenditure of a

ng or for the expansion or

construction of any building or establishment of hostel or

expansion of hostel accommodation;

(@) co-curricular activities of the students;

(e) reasonable reserve
of such savings.

(3)  Funds collected for s
actwities, subscriptions Jfor excursions
and annual charges, by whatever nam,

the exclusive benefit of the students of the concerned school and shall
not be included in the savings referred to in sub-rule (2).

or subscriptions for magazines,

(4)  The collections referred to in sub-rul
the same manner as the monies standi
Fund as administered.

e (3) shall be administered in
ng to the credit of the Pupils

A bare reading of Rule 177 shows that the fee of the school has

to be first utilized for payment of pay, allowances and other benefits

admissible to the employees of the school. Capital expenditure can be

incurred only out of savings from fee after meeting the pay, allowances

etc. of the employees. It is not mandatory for schools to incur capital
expenditure merely because it is one of the permitted modes of
utilisation of fee. The Rule provides a rider that the school can incur

capital expenditure only out of savings that remain after payment of

pay and allowances etc. to employees. The Supreme Court has

clarified in the aforésaid judgment of Modern School case that Rule
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177 does not apply to fixation of fee. It only provides for the manner

of utilization of fee. [t further goes on to hold that capital expenditure

cannot form part of financial fee structure of the school. That is to

say that the fee of the school cannot be fixed keeping in view the
capital expenditure to be incurred by the school. To the similar effect
‘ble Delhi High iCourt in the case of Delhi
Abibhavak Mahasangh v. Union of India and others AIR 1999
Delhi 124, which examined the issue of fee hike effected by the

schools consequent to the implementation of the recommendations of

the 5% Pay Commission. The Hon’ble High Court observed “The

tuition fee cannot be fixed to recover capital expenditure to be

incurred on the properties of the society”.

The aforesaid Jjudgment of the Delhi High Court was challenged
in the Supreme Court and the Hon’ble Supreme Court disposed off the
appeal in a batch of similar appeals preferred by various schools and
the decision was reported as Modern School & Ors, vs. Union of India
(2004) 5 SCC 583. The Supreme Court upheld the judgment of the

Delhi High Court and especially on the issue of fixation of fee to

include capital expenditure, it held, after eXamining in detail the

provisions of Rule 177 of Delhj School Education Rules, 1973 and

other related rules, as follows: i

“1 9.' It was argued on behalf of the management that rule 177
allows the schools to incur capital expenditure in respect of the
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same school or to assist any other
school under the same man

School Fund to the society or the trust or any other institution
and, therefore, clause (8) was in conflict with rule 177.

r the last several years. One of the
methods of eradicating commercialization of education in
schools is to insist on every school following principles of
accounting applicable to not-for-profit organizations/ non-
business  organizations. Under the Generally  Accepted
Accounting Principles, expense is different from expenditure. Al]
operational expenses Jor the current accounting year like salary
and allowances bayable to employees, rent Jor the premises,
payment of property taxes are current revenue expenses. These
expenses entail benefits during the current accounting period.

Expenditure, on the other hand, is for acquisition of an asset of
an_enduring nature which gives benefits spread over many
accounting periods, like purchase of plant and machinery,

building etc. Therefore, there is a difference between revenye
€xpenses and capital expenditure, Lastly, we must keep in

mind that accounting has a linkage with law. Accounting

Operates within legal framework. Therefore, banking, insurance

and electricity companies have their own Jorm of balance-

sheets unlike balance-sheets prescribed for companies under

the Companies Act 1956, Therefore, we have to look at the

accounts of non-business organizations like schools, hospitals

etc. in the light of the statute in question.

21. In the light of the above observations, we are required to
analyse rules 172, 175, 176 and 177 of 1973 rules. The above
rules indicate the manner in which accounts are required to be -
maintained by the schools. Under section 1 8(3) of the said Act
every Recognized school shall have a fund titled "Recognized
Unaided School Fund”. It is important to bear in mind that in
every non-business organization, accounts are to be maintained
on the basis of what is known as 'Fund Based System of
Accounting’. Such system brings about transparency. Section
18(3) of the Act shows that schools have to maintain Fund Based
System of Accounting. The said Fund. contemplated by Section
18(3), shall consist of income by way of fees, fine, rent, interest
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etc. Section 1 8(3) is to be read

with rule 175. Reading the two
together, it is clear that each ite

m of income shall be accounted
ommon head, namely, Recognized

income in the first instance. That after such deductio
any, shall be appropriated towards, pension, gratuity, reserves
and other items of appropriations enumerated in rule 177(2) and
after such appropriation the balance (savings) shall be utilized to
meet capital expenditure of the same school or to set up another
school under the same management. Therefore, rule 177 deals
with application of income and not with accrual of income,
Therefore, rule 177 shows that salaries and allowances shall
come out from the fees whereas capital expenditure will be a
* charge on the savings. Therefore, capital expenditure cannot
constitute a component of the inancial fees structure as is
submitted on behalf of the schools. It also shows that
salaries and allowances are revenue expenses incurred during
the current year and, therefore, they have to come out of the fees
Jor the current year whereas capital expenditure/ capital

investments have to come Sfrom the savings, if any, calculated in
the manner indicated above,”

n, surplus if

In view of the foregoing discussion, the contention of the school
that the school could recover fee for.incurring capital expenditure for
purchase of vehicles or development of school infrastructure is
rejected. While laying down the broad proposition that capital
expenditure cannot form part of fee structure of the school, the
Hon’ble Supreme Court has made no distinction between capital

expenditure of the nature prescribed under proviso to sub rule 1 of

Rule 177 or that envisaged under sub rule 2 thereof.

5.

Whether the school could pass on the burden of repayment
w

of Unsecured loans taken by it for creation of school
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infrastructure on the stu
the fee?

dents by recovering it as part of

The discussion on this issue is covered by the discussion on the

previous issue. If the loans have been taken for incurring capital

expenditure like creation of schoo] infrastructure, the school cannot
fix fee in such a manner as to recover the repaymenf: of principal
amount and interest on such loans. It does not really matter whether
the capital expenditure is incurred dut of the school’s own funds
which have arisen out of the fee revenues of the school or out of the

proceeds of loans taken by the school which are repaid alongwith

interest out of fee revenues of the school. In either case, the source of

capital expenditure is the fee recovered from the students which as

per the aforesaid judgment of the Hon’ble Supreme Court, the schools

cannot recover from the students.

6. Whether there were factual errors in -the preliminary

calculation sheet, drawn up by the Committee? If yes, what
was their effect?

As noted above, the school has pointed out in its various

submissions, the following errors in the preliminary calculation sheet

prepared as per the directions of the Committee:

(a) The current liability of Rs. 1,04,01,300 which was shown in the

balance sheet as security deposit of buses has not been taken

into account in the calculation sheet.
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(b) Since the order dated 11/02/2009 of the Direcfor of Education
did not permit any further increase in fee during 2009-10, the
additional expenditure on salary and other heads on account of
increment/additional DA and inflation during 2009-10 ought to

be taken into account.

(c) The school ought to be allowed to retain funds equivalent to four
months’ salary in reserve.

(d) the arrear fee amounting to Rs. 56,17,500 has been added
separately and the same is also included in the incremental fee
for the year 2009-10 as per the calculation sheet.

(¢) The Committee has considered the purchase of vehicles as
diversion of funds and also the repaymeﬁt of loans'taken for
acquiring of vehicles as diversion. This has resulted in

duplication and ought to be corrected.

The findings of the Committee on the aforesaid contentions of the

school are as follows:

(i) The contention of the school that a sum of Rs. 1,04,01,300
representing the security deposits of buses has been omitted
from the calculations is correct as the samé was duly
reflected in the audited balance sheet of the school. The

omission appears to be an unintended error and will be duly

~ uSTIoE & 5 COi
- .;L-:ni-t.E \\\ TRUE COPR
S TV BINGH N ’
R — !
RIS B

~.rer Review of Schiool Fes

k= )

S Secretary

B e S




) N

B-204)0(0 158
K.R. Mangla

m World School, Greater Kallash II, New Delhi-
110048

taken into consideration while making final

recommendations.

The second contention of the school that the increased
expenditure of the school on salary during the entire year
2009-10 ought to be considered as no further fee hike was

allowed to the school for the year 2009-10 also merits

acceptance. The Committee notes that while. working out

the incremental salary on account of implementation of VI
Pay Commission report, the audit officer has extrapolated the

monthly difference of pre implementation salary and post

implementation salary for the whole year. The Committee

also notes that the total expenditure on salary incurred by

the school in 2008-09 and 2009-10 were as follows:

[Head of Expenditure

Amount (Rs.) 2008-09 Amount (Rs.) 2009-10
Salary and wages 2,60,96,165 . 5,24,40,865
Provident Fund 8,63,276 | 9,38,469
| Bonus 1,02,997 2,46 6ﬁ
| PF Administrative charges 1,15,785 1,25,919
| Total 2,71,78,223 5,37,51,926

In view of the aforesaid ﬁgurés, the Committee is of the view
that the incremental expenditure of the school on salary in
2009-10 was Rs. 2,65,73,703. As aglainst this, the amount
of incremental salary for 2009-10 taken by the audit officer
in the preliminary calculation is Rs. 1,66,21,128. The
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Committee will duly consider the difference of Rs. 99,52,575

while making the final calculations.

So far as maintenance of reserve equivalent to four month’s
salary is concerned, the Committee is of the view that the
claim of the school is justified as the Committee has taken a
consistent view in all the cases that the schools ought to
maintain a reserve equivalent to four months’ salary for
future contingencieé. The total expenditure on salary
incurred by the school in 2009-10 was Rs. 5,37,51,926.
Based on this, the requirement of the school to keep funds in
reserve was to the tune of Rs. 1,79,17,308. The Committee
will duly factor in this figure while making the final
determinations.. |

The contention of the school that the sum éf Rs. 56,17,500
added separately in the calculation sheet representing
arrears for the period 01/01/2006 to 31/08/2008 has also
been included in the incremental fee for the year 2009-10, is
correct. The school had furnished the break-up vide its
submissions dated 12/02/2014, which escaped the attention
of the Committee at the time of p:reparation of preliminary
calculation sheet. This fact will bile duly cénsidered while

making the final determinations. |
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The contention of the school that there is duplication in the
matter of consideration of funds considered as diverted for
purchase of vehicles and for repayment of loans taken for
purchase of vehicles, merits some consideration. The issue
has to be looked at holistically. While the amounts taken for
purchase of vehicles and those for repayment of vehicle loans
have been aggregated in the preliminary calculation sheet
along with the funds considered as diverted to the parent
society, it is correct that there is some amount of
duplication, in as much as thg. loans raised during these

years for sourcing resources for such amounts have not been

deducted from the funds considered as diverted or utilized

for incurring capital expendi’;ure. The Committee is of the

view that in all fairness, only the amount after netting of the

loans raised during these years for purchase of vehicles etc.,
ought to be cohsidered as funds utilized for incurring capital
expenditure or otherwise diverted by the school. The
following table reflects the correct position of funds utilized

for incurring capital expenditure or otherwise diverted by the

school;

Lease Rent of of Leazed Purchase .
School Premises of Vehicles Vehicles to NBFCs Loans Total

Repayment ‘
of Loans to i
Baaks Repayment
Property Tax taken for Repaymen of | Loans raised Net

purchese of t of Loans Unsecured during the diverslon of
year funds
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33:6 9,000,000 1,009,672 9,011,943 12,043,600 31,065,215 6,033,944, 25,031,271 l
530: 9,000,000 i 1,009,672 6,406,592 - 2,420,905 34,349,400 53,186,569 16,022,189 37,164,380
Og ] 11,250,000 2,330,501 6,386,055 12,168,051 1,537,519 6,716,949 | 40,389,066 2,804,170 37,584,896
?809- 11,250,000 1,215,904 9,701,717 6,465,146 3,038,608 31,671,375 31,671,375
f?lo' 12,656,256 1,823,856 2,183,773 16,663,885 16,663,885
Total 53,156,256 7,389,605 31,506,307 20,816,970 3,958,424 56,148,548 172,976,110 24,860,303 148,115,807

Note The loans raised during 2010-11 have not been consi

Manglam Global Institute of Management and K R M
not been considered.

dered as the utilisations for payment to K R
anglam Institute of Management have also

As would be evident from the above table, the net figure of
funds utilised for incurring capital expenditure and those
diverted to the Parent Society was Rs. 14,81,15,807 instead
of Rs. 17,29,76,110 taken in the preliminary calculation
sheet. The Committee will duly consider the difference of Rs.

2,43,60,303 while making the final determinations.

(v  Though the school did not make any claim for allowing any
reserve to bé- kept for its accrued liability of grétui»ty and
leave encashment, } tﬁe Committee observes that while
submitting the detdils under cover of its letter dated
12/02/2014, the school had furnished an employee wise
detail of its accrued liability for _gratuity and leave
encashment. As per the detail submitted, the school
maintains that there was no accrued liability as on
31/03/2008 but as on 31/03/2010, the accrued liability on
these two accounts was Rs. 51,23,967. The Committee

finds no reason not to allow the school to maintain funds in
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reserve to meet this liability. The Committee has allowed
such liability to be taken into consideration in case of all the
schools. The mere fact that the school did not make such a
claim cannot be a reason for deviating from the principles
formulated by the Committee itself. Hence the Committee

will duly factor in this liability while making the final

recommendations.

Determinations

In view of the foregoing discussion on the fdllowing

determinations are made by the Committee:

Particulars - Amount
(Rs.)
Net Current Assets (Funds available) + Funds diverted 15,60,77,939

before effecting the fee hike, as per the preliminary
Calculation Sheet

Less: Adjustments as per the aforesaid discussion:

(i) Liability on account of Security Deposits

(ii) Difference between the figure of funds
considered as diverted (as per above | 1,04,01,300
discussion

(i) Reserve for future contingencies

(iv) Reserve for accrued liability of Gratuity 2,48,60,303

1,79,17,308

©1,23,967 | 5,83,02,878

Adjusted figure of funds available/ deemed to be
available before fee hike 9,77,75,061

The aggregate of arrear salary and incremental salary for the

year 2009-10, consequent to implementation of 6th Pay Commission

Report was as follows:

Particulars Amount

(Rs.)

Arrear salary for the period 01/01/06 to

48
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31/03/09, as per preliminary éalculation sheetl,

 which is not disputed 1,54,77,460

Incremental salary for 2009-10 as per
preliminary calculation sheet

1,66,21,128
Add: Adjustment as per the above discussion

99,52,575 | 2,65,73,703

Total financial impact of implementation of

6t Pay Commission Report upto
31/03/2010

4,20,51,163

It is evident from the above figures that the school could have
implemented the recommendations of 6t Pay Commission out of its
own resources by taking back the amount from its Parent Society
which it had illegally transferred. There was no need to effect any hike
in fee. However, the schooi effected the hike in fee, not only as per the
order dated 11 /02/2009 issued by the Director of Education but also

recovered arrears of development fee @ 15% of tuition fee ostensibly to

meet the shortfall in its requirement of funds. The components of

total fee hike effected by the school purportedly in pursuance of order

dated 11/02/2009 was as follows:

Particulars Amount

(Rs.)

Arrear of tuition fee for the period 01/01/2006

to 31/08/2008, as per preliminary calculation 56,17,500
sheet, not disputed by the school '

Arrear of tuition fee for the period 01/09/2008
to 31/03/2009, as per preliminary calculation

sheet, not disputed by the school 45,32,381

Arrear of development fee for the period
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01/09/2008 to 31/03/2009, as per preliminary j

calculation sheet, not disputed by the school | 6,79,857

Incremental fee of 2009-10 as per preliminary’

calculation sheet -

Less: Arrears for the period 01/01/2006 to

31/08/2008, included as incremental fee in the
reliminary calculation sheet $6,17,500

Total fee hike as per order dated
11/02/2009

1,59,69,764

1,03,52,264

2,11,82,002 |

The Committee is of the view that the school ought to refund the

entire amount of Rs.2,11,82,002, recovered as arrear fee and

incremental fee in terms of order dated 11 /02/2009, alongwith

interest 9% per annum from the date of collection to the date of
P

refund.

Development Fee

To a questionnaire issued by Committee specifically regarding

the receipt and utilisation of development fee, its treatment in the

éccoﬁnts and maintenance 'of earmarked development fund and
depreciation reserve funa account, the school submitted its reply vide
its letter dated 12 /02/2014. As per the reply given by the school, the
'school charged development fee in all the five years for which

information was sought. The particulars of utilisation of development

fee were also furnished. It was stated that development fee was

treated as a capital receipt in the accounts. The school also stated

that it was maintaining separate Depreciation Reserve Fund for

depreciation on assets acquired out of development fee, However, no
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earmarked development fund account was maintained as the school

l
utilised the development fee within the year itself.

The particulars of the receipt and util

as given by the school are as follows:

isation of development fee

Particulars

FY 2010-11

FY 2006- | FY 2007- [ FY 2008- | FY 2009-10
07 08 09 -
Development fee | 39,47,200 | 49,22,250 69,43,250 1,03,27,697 | 1,10,35,205
collected
Development fee
utilized
(i) For 12,79,296 | 10,25,710 17,63,874 | 11,66,821 52,69,591
Furniture
: & Fixture
(i) For 85,378
) vehicles
(iii) For 26,67,904 | 38,96,540 51,79,376 | 90,75,498 57,65,614
Equipmen
ts etc.
Total Utilisation 39,47,200 | 49,22,250 69,43,250 | 1,03,27,697 1,10,35,205

The reply ﬁled_ by the school was verified by the Committee with
reference to its audited Balance sheets. The Committee noticed that.
no earmarked bank accounts were maintained to park the unutilised
development fund or depreciation reserve>fund. This was conceded by
the representatives of the school who attended the hearing on
22/04/2014. The reason given by the school in its reply to the
questionnairé regarding non-maintenance of earmarked development
fund account i.e. the development fee was utilised in the year itself is
not tenable as the development fee is not utilised at the very moment
at which it is collected. There will always be a time lag between the

collection and utilisation of development fee. The Hon’ble Supreme
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Court in the Judgment of Modern School & Ors. Vs. Union of India
(supra) has mandated that the schools are required to maintain fund

- based accounting. This was particularly with regard to maintenance

of development fund and depreciation |reserve fund accounts.

Further, maintenance of an earmarked depreciation reserve fund is an

esséntial pre-condition for collection of development fee. The matter

of recovery of development fee by un-aided private schools was
considered for the first time by Duggal Committee which was

constituted by the Hon’ble Delhij High Court to examine the issue of

fee hike effected by the schools consequent to implementation of

recommendations of the 5th Pay Commission. It made the following

recommendation:

18.  Besides the above four categories, the schools could also
levy a Development Fee, as a capital receipt, annually not
exceeding 10% of the total annuaql Tuition Fee, for supplementing
the resources for purchase, upgradation and replacement of
Jurniture, fixtures and equipment, provided the school s
maintaining _a_Depreciation Reserve Fund, equivalent to the
depreciation charged in_the revenue account, While these
receipts should form part of the Capital Account of the school, the
collected under this head along with any. income generated from.

the investment made out of this fund, should however, be kept in
a separate ‘Development Fund Account’, (Para 7.21)

Pursuant to the recommendations of Duggal Committee, the

Director  of Education issued order No.De.15/Act/Duggal.

Com/203/99/23033-23980 dated 15/12/1999 and vide direction no.

7,.the schools were permitted to charge development fee, which shall
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be treated as a capital receipt and shall be collected only if the school

is maintaining a Depreciation Reserve Fund, equivalent to the

depreciation charged in the revenue accounts.

The aforesaid order of the Director of Education was the subject
matter of the Appeal in the case of Modern School Vs, Union of India
(supra) and the Hon’ble Supreme Court while upholding the

recommendations of Duggal Committee and direction no. 7. of the

aforesaid order held as follows:

“25. In our view, on account of increased cost due to inflation,
the management is entitled to create Development Fund
Account. For creating such development fund, the management
is required to collect development fees. In the bresent case,
pursuant to the recommendation of Duggal Committee,
- development fees could be levied at the rate not exceeding 10%
to 15% of total annual tuition fee. Direction no.7 further states
that development fees not exceeding 10% to 15% of total annual
tuition fee shall be charged for supplementing the resources Jor
purchase, upgradation and replacement of furniture, Sfixtures
and equipments. It further states that development fees
shall be treated as Capital Receipt and shall be collected
only if the school maintains a depreciation reserve fund.
In our view, direction no.7 is appropriate. If one goes through
the report of Duggal Committee, one finds absence of non-
creation of specified earmarked Jund. On going through the
report_of Duggal Committee, one finds further that
depreciation has been charged without creating a
corresponding fund. Therefore, direction no.7 seeks to
introduce a proper accounting practice to be followed by
non-business organizations/not-for-profit organization.
With this correct practice being introduced, development
fees for supplementing the resources Jor purchase,
upgradation and replacements of furniture and fixtures.
and equipments is Justified, Taking into account the cost of .
inflation between 15t December, 1999 and 3]st December,
2003 we are of the view that the management of recognized
unaided schools should be permitted to charge development fee
not exceeding 15% of the total annual tuition, fee.”
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In view of the law laid down by the Hon’ble Supreme Court, the

schools, in order to charge development fee, are required to fulfill the

following pre-conditions:

1. Development fee is treated as a capital receipt in the accounts.

2. Earmarked development fund account is maintained wherein
de.velopment fee charged by the school is to be deposited.

3. Earmarked depreciation reserve fund account is to be
maintained wherein amount equivalent to the depreciation
charged in the revenue accounts is deposited.

Further, the development fee can be utilised enly for purchase or

upgradation of furniture and fixture and equipments.

Since the school is not >fu1ﬁlling the essential pre-conditions

regarding maintenance of earmarked development fund and

coociooooodoto.o‘oeo

depreciation reserve fund accounts, the school was not justified in

charging any development fee. However, since the mandate of the

Committee is to examine the issue of fee in pursuance of order dated
11/02/2009 issued by the Director of Education, the Committee is

restricting its recommendations for the years 2009-10 and 2010-11

oniy. For the other years, it will be for the Director of Education to
take an appropriate view in the matter,

In view of the foregoing discussion, the Committee is of the view
that the development fee recovered by the sch.ool amounting to Rs.

1,03,27,697 in 2009-10 and Rs. 1,10,35,205 in 2010-11, ought to be
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refunded alongwith interest @ 9% per annun# from the date of

collection to the date of refund.

Recommendations

In view of the foregoing discussions and determinations,

the Committee makes the following recommendations:

1. The school ought to refund the arrears of tuition fee,
development fee and the incremental fee charged by the
school in 2009-10, amounting to Rs. 2,11,82,002 alongwith
interest @ 9% per annum from the date of collection to the
date of refund.
- The school ought to refund the development fee amou;lting
to Rs. 1,03,27,697 charged in 2009-10 and Rs. 1,10,35,205
charged in 2610-1 1, alongwith interest @ 9% per annum

from the date of collection to the date of refund.
Recommended accordingly.

Sdl- Sd/- Sl

CA J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson i Member

Dated: 08/04/2015 i
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In reply to the questionij1aire dated 27/02/2012 issﬁed by the
Committee, | the school submitteci that it had implemented the
recommendations of the VI Pay Commission w.e.f. 01/01/2006. However,
the actual implementation was effected w.e.f.. 01/04/2009 and arrears of
the differential salary for the period 01/01/2006 to 31 /03/2009 were paid
in the finangial years 2009-10 and 20 10-11 and such arrears amounted £o
Rs. 1,37,43,102. It further stated that the monthly salary for pre
implementation pe‘riodv'was Rs. 17,63,330, which rose to Rs. 28,62,949 after
the implementation. | |

With regard to hike in fee in pursuanc;e of order dated 11 /02/2009
issued by the Director of Educaﬁion; the school submitted tﬁat it had hiked
the fee w.e.f. September 2008. It further stated that tﬁe total monthly
collection of tuition fee was Rs. 53,33,538 before such hike and‘ Rs.
69,68,592 after such hike. Howéver, the monthiy hike in collection bught to
be taken as Rs. 60,35,755 as the remaining amount of incrveased. fee was

attributable to the increase in sfcudent strength. Thus, the school, in effect
contended that the increase 1n monthly colléction of fee was only Rs.
7,02,217. It is noteworthy that no such break up was given in respect of the
hike in sélary on account of increase in the staff strength. The school was
placed in category ‘B’ for the pufpose of verification.

A preliminary calculation sheetv was drax;Nn up by the Chartered
Accountants (CAs)A detailed with the Committeei». As per the calculation
sheet, they worked out that the school was in deﬁlcit after implementation of

the VI Pay Commission report, to the tune of Rs. 16,50,004 after considering
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the funds available with the school as on 31/03/2008. On pem§a1 of the
calculation sheet prepared by the CAs, the Committee noticed that the CAs
had not taken into consideration the possibility of diversion of funds by the
school which led to depletion of funds available with the school. The
Committee was therefore, of the view £hat the calculation sheet prepared by
the CAs could not be relied upon.

With a view to arriving at just calculations, the Committee, vide its
letter dated 21/01/2014 required the school to furnish certain details with
regard to paymenf of arrears salary, the breakup of tuition fee, arrear fee,
annual charges and other receipts as épp.earing in the Income &
Expenditure Accounts, detail of addition to fixed assefs along with the
source of funds from which they were acquired, detail of loans -
raised/repaid, details of accrued liability of gratuity and leave encashment
and the statement of account of the Parent Society, as appearing in the
books of the school. The school was also issued a questionnaire for eliciting
information regarding the collection and utilisation of development fee and
maintenance of earmarked development fund and depreciation reserve fund.
The details were required to be submitted by 31/01/2014. On this date, the
Committee received a letter from the school requesting for some more time
on account of a marriage in the family, presumzatlbly of some controlling
authority. The school was allowed time upto 12/02 |/20 14.

The school submitted the information / details'l under cover of its letter

dated 12/02/2014. In the letter it was stated that the ceiling on fee hike

prescribed by the Director of Education vide order dated 11/02/2009, did
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not permit _the school to fully neutralize the effect of increase in salary and

emoluments as a result of implementation of VI CPC. It was also requested

that the Committee may make suitable recommendations to ‘balance the
outflows. In short, the school was seeking a furtﬁer fee hike over and above
that permitted by the Director of Education vide order dated 11/02 /2609.
The school also submifted‘ reply to the questionnaire regardiﬁg
development fee. The school submitted that it collected development fee for
all the five years for which - the informatioh was sought by the Committee
and the same was utilised for purchase of furniture and fixture and

equipments etc. As per the information furnished by the school, the

~development fee collected and utilised. from 2006-07 to 2010-11 was as

follows: '

Particulars 2006-07 2007-08 2008-09 2009-10 2010-11

.| Development | 21,60,200 30,84,650 | 57,27,500 | 91,30,805 96,92,072

fee collected

Development

fee utilised: ‘
For furniture | 13,95,820 22,40,745 | 6,39,460 35,93,953 | 44,61,408

& fixture

For - 7,64,380 8,43,905 50,88,040 | 55,36,852 | 52,30,664
equipments '

etc.

Total 21,60,200 | 30,84,650 57,27,500 | 91,30,805 | 96,92,072
utilisation ,

It was further submitted that development fee is treated as a capital
receipt and separate depreciation reserve fund is maintained for
depreciation on assets acquired out of development fee. However, with

regard to maintenance of earmarked bank accounts, or FDRs or investments
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to park unutilised development fund and depreciation reserve fund, the
school gave a vague answer stating “Utilised during the year” .

" After receipt of the information from the school, the Committee issued

a notice dated 20/02/2014 to the school for hearing on 24/03/2014. On

this date, Sh. J. Bajaj, Supervisor of the school appeared and filed a letter
seeking adjournment on account of a sudden bereavement in the family of
the Chartered Accountant of the school. Accordingly, the matter was

directed to be relisted on 22/04/2014. On this date, Sh. Rahul Jain and

~ Sh. Manoj Jain, Chartered Accountants and authorized representatives of

fhe school appeared.

In view of the submissions/stand of the aforesaid repres‘entatives of
the school, it was required to furhish the following documents/details on the
next date of hearing which was ﬁxéd on 05/05/2014:

(a) Split Income & Expendifure Accounts for the years 2006-07 to
2010-11, showing separately transportl related ’receipts and
expenées.

_(b) Ledger accounts of unsecured loans upto 31/03/201 1

(c) Detail of ‘Other Receipts’ from 2006-07 to'2010-11.

On 05/05/2014, Sh. Manoj Jéin and Sh. Rahul Jaiﬁ, CAs again
appeared and ﬁied the requfrcd details/information/documents under cover
of the letter dated 05/05/2014.

During the course of hearing, the representatives of the school

contended that:
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(a) The school purchases buses by utilizing depreciation reserve fund
and by raising loans frofn the banks.
(b) Development fee is utilised for purchase of furniture and fixtures

& equipments. It is erroneously shown in the schedule of fixed

assets that vehicles were purchased out of development fee,

(c) No separate banks accounts are maintained for development fund

and depreciation reserve fund and hence one to one co-relation of

acquisition of fixed assets with the source of funds is not possible.

(d) Repayment of loans for vehicle is made out of depréciation reserve

fund.

(e) Arrears of development fee for the period 01/09/2008 to

31/03/2009 were recovered @ 15% of tuition fee, although the
same were originally charged @ 8.77% in the year 2008-09.

() Under the head “Other Receipts” in the Income & Expenditure
Accounts were included orientation fee, educational tour fee etc.
The same were not reflected in the fee schedules filed with the
Director of Education.

The Committee observed that instead of ﬁling-the split Income &
Expenditure Accounts to éhow fee and expenditure for general purposés and
specific purposes separately, the school had fﬁmished separate accounts.
The school was require‘d to furnish the Split Income & Expenditure
Accounts and also the ledger accounts of all unsecured loans raised by the

school upto 31/03/2011.
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The school furnished certain details under cover of its letter dated
20/05/2014 but the same did not meet with the requirements of the
Committee. The authorized representative of the school was telephonically
advisedl by thé office of the Committee to furnish the Split Income &

Expenditure Accounts, as per the requirements of the Committee. The same

‘were finally furnished by the school on 10/06/2014.

In order to seek clarification with regard to the 1nformat10n furnished
by the school on 10/06/2014, a fresh notice dated 19/06/2014 was issued
to the school for hearing on 10/07/2014. Sh. Rahul Jain, CA put in his

appeai‘anée. The Split Income & Expénditure Accounts filed by the school

were examined by the Committee and it was observed that even the

depreciation on buses was not allocated by the school against the transport
fee and yet there was either a shortfall in the transport account or there was
a nominal surplus. Hence, it became apparent that the repayment of bus
loans or margin mohey contributions therefor, did not come out of the

depreciation charged on buses. The authorized representative of the school

fairly conceded that the buses were acquired and the loans therefor were

repaid out of depreciation charged on. all the assets of the school and such
charge was against tuition fee and hence the funds for their acquisitiqn had
been squrced from the tuition fee. He requested the Committee that before
it takes a final view in the matter, the calculation sheet prepared or to be

prepared by the Committee ought to be supplied to the school for its

comments.
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In this case, the Committee has sought extensive information from the

school before preparing the preliminary calculation sheet primarily for two

- reasons:

@

(i)

(i)

As per the calculation sheet prépared by the CAs, the net
current assets i.e. the funds available with the school were
nominal keeping in view the size of the school and the total fees
charged by it, raising the possibility of diversion of funds,
which aspect had not been considered by the CAs while making
the preliminary calculations.

The school was apparently financing its fixed assets and
infrastructure also from the tuition fee charged from the
students, although as per the decision of Hon’ble Supreme
Court in the case of Modern School vs. Union of India (2004) 5
SCC 583, capital expenditure cannot form part of the fee
structure of the school, and

The school was not content with the amount of fee hike allowed

to it vide order dated 11/02/2009 and was seeking a further fee

hike.

The Committee, at the outset, posed the following issues before itself to

be addressed before making the preliminary calc%ulations:

(a) Whether the school can purchase vehicles or repay loans taken for

their purchase out of the tuition fee; f
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(b) Whether the school can repay vother ‘unsecured loans raised for
construction of school building or for creating the school
infrastructure, out 6f the tuition fee. |

After due delibéraﬁons, the Comrrﬁttee formed a prima-facie view that the

issue is settled by the judgment of the Hon’ble Supreme Court in the case of
Modern School vs. Union of India (2004) 5 SCC 583, wherein it has been
laid down that the capital expenditure cannot form part of the fee structure
of the échool. The necessary corollary of this is that the school cannot
acquire vehicles or repay loans taken therefor out of the funds available out
of tuitioﬁ fee. The same would hold true for repayment of unsecured loans
raised for construction of school building or creating the school
infrastflictur_e.

Preliminary Calculation Sheet

The Committee directed its audit officer to prepare the preliminary
calculation sheet, keeping in viéw the principles as discussed above. The
audit officer prepared the following calculation shéet, as per which it
appeared that the school had ample funds either available with it and prima
facie it appeared that the school could have implemented the

recommendations of the VI Pay Commission without resorting to any fee

hike:
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Statement showing Fund availability of as on 31-03-2008 and effect of implementation of VI Pay
Commission report aqnd gee hike as per order dated 11/02/2009 of the Director of Education.
Particulars ' " Amount (Rs.) | Amount (Rs.)
Funds Diverted (As per Annexure 1) 183,999,932
Current Assets + Investments
Cash in hand 380,748
Bank Balance 7,424,011
Fixed Deposits with PNB 330,000
Accrued Interest on FDR 12,366 8,147,125
Total 192,147,057
Less | Current Liabilities:-
Student Caution Money 766,115
Sundry Creditors 2,231,466
Sundry Payables 2,749,540
Other Liabilities 69,973
Security Deposits - Bus 2,037_,500 7,854,594
Net Current Assets + Funds Diverted 184,292,463
Less | Total Liabilities after VIth Pay Commission
Arrear of Salary w.e.f. 01.01.06 to 31.03.09 (As per
information given by school) 13,558,920
Annual increase in salary (FY 09-10) (as per calculation
given below) 13,177,068 26,735,988
Excess |/ (Short) Fund Before Fee Hike 157,556,475
Add | Total Recovery after VI th Pay
Fee Hiked and Recovered due to 6th CPC from 01.01.06
to 31.08.08 5,494,500
Arrear of Tuition Fee for the period 1.9.08 to 31.3.09 3,720,908
Arrear of Development fee for the period 1.9.08 to 31.3.09
@525 p.s. (@15% of tuition fee) 558,136
Annual increase in Tuition fee (FY 09-10) {(as per
calculation given below) : 17,417,033 27,190,577
Excess / (Short) Fund After Fee Hike 184,747,052
Increased Salary in 2009-10 Amount
Post Implementation Salary for April 2009 2,927,659
Pre- Implementation Salary for March 2009 1,829,570
Monthly increase in Salary 1,098,089
Increase in salary in 2009-10 13,177,068
2008-09 2009-10
Fees received as per Income & Expenditure Account 65,245,330 82,662,363
Increase in Fees in 2009-10 as per I& E Alc 17,417,033
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Annexure 1

Funds which appear to be diverted (as per Receipts & Payments! Accounts)

Purchase of Vehicles

2006-07
2007-08
2008-09
2009-10
2010-11

Repayment of Loans to Banks taken for purchase of

Vehicles/ Other Assets
2006-07

2007-08
2008-09
2009-10

2010-11

Repayment of Loans to NBFCs
2008-09 (Reliance Capital + Tata Capital)

2009-10 (Reliance Capital + Tata Capital)

2010-11 (Reliance Capital + Tata Capital)

Repayment of Unsecured Loans

2006-07 (JCB Ltd.}

2007-08 (Brahmdev Gupta, Kapil Dev Gupta and ADG
Estates)

2008-09

2009-10

2010-11

Expenditure on Building Construction
2006-07
2007-08
2008-09
2009-10

2010-11
Apparent diversion of funds from 2006-07 to 2010-11
R = \ 10

. '.-;"u ‘l‘.A —‘)l. A:J\: ./

i
. For Review cf School Feg

i S

\

9,089,471
15,319,053
4,640,707

4,580,921

8,293,351 -

3,272,577
6,087,654
16,053,063

16,731,372 -

13,883,943

4,224,230

1,764,950

6,353,390

2,250,000

4,880,000

65,849,435

725,815

—

183,999,932

41,923,503

56,028,609

12,342,570

7,130,000

66,575,250

000179
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Response of the school

A copy of ‘the calculation sheet was sent to the school vide notice
dated 22/08/2014 and an opportunity was given to the school to have its
say in rebuttal. The hearing was fixed for 12/09/ 201!4.

The school submitted its rebuttal vide writiten submissions dated
03/09/2014, vide which it was contended as follows:

(a) In the preliminary calculation sheet, a current liability on account
of advance fee received from the students amounting to Rs.
1,64,60,395 had been omitted although it was reflected in the
audited balance sheet as on 31/03/2008.

(b) As the order dated 11/02/2009 issued by the birector of
Education, did not permit any fee hike in the year 2009-10 beyond
the hike permitted for implementation of VI Pay Commission
report, the additional expenditure on salary on account of
increment/additional DA aiso ought to be taken into account.

(c) The school ought to be allowed to retain funds equivalent to four
months’ salary as reserve for future contingencies.

(d) The basis of calculation of funds which appeared to have been
diverted amounting to Rs. 18,39,99,932 was not clear to the
school.

During the course of hearing on 12 /09/2014, the authorized

representative of the school was informed of the basis on which the
Committee considers the aforesaid sum of Rls. 18,39,99,932 to have been

diverted. He sought liberty to file written submissions on this limited
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aspect. The liberty sought was granted by the Committeé. Pursuant thereto,

the school filed detailed written submission vide letter dated 25/09/2014.

The aforesaid written submission so filed, were not confined to the

issue of funds diverted by the school but also called in question, the basis
on which the Committee was conducting the exercise. It also relied upon
an order of the Hon’ble Supreme Court dated 16/04/2014 in the matter of
DAV College Managing Committee vs. Lakshmi Naryan Mishra & ors.
(Civil appeal No. 4556 of 2014) to contend that while deciding a similar
issue of revision of fee on account of implementation of VI Pay Commission

recommendation, the Hon’ble Supreme Court held that the schools were

entitled to a return of 10% profit above the actual expenses, as a reasonable
return to the institution. It also contended that in view of this judgment,
the linking of school fee with available surplus is no longer a valid law. It

cited excerpts from the aforesaid judgment as follows:

7. e I has calculated and recommend average fee per child per month
for the concerned DAV schools in the State of Odisha. From the Report as well
as proceedings of the sub-committee headed by a chartered accountant and
annexed as Annexure 1 to the Report it was shown that the Committee took
note of the principles governing fee structure of private unaided educational
institutions as emerging from different judgments of this Court including 11-
Judge Bench judgement in the case of T.M.A Pai Foundation & Ors. V. State
of Karnataka & Ors. (2002) 8 SCC 481, to allow only 10% profit above the
actual expenses over per child as a reasonable return to the institution and

the parents’ representatives were also associated with such exercise of the

fee fixation.

8....., Mr. Pallav Shishodia, Sr. Advocate raised various objections to the
Report and recommendations of the Fee structure Committee. He also urged
that the objections raised on behalf of parents before the Committee were not
given due discussion and significance and the recommended fees are much
higher than what was suggested or claimed by the schools themselves in the
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year 2009 for the purpose of implementing recommendations of the 6™ Central
Pay Commission............. ;. The only objection which required some thought
was that in 2009 the proposed fee hike was of 50-57% based upon
requirement for payment of salaries as per recommendations of 6% Central
Pay Commission whereas on the basis of income and expenditure figures and
relevant information for the year 2012-2013, the Committee has recommended
revised fee which for some schools are alleged to be in the vicinity of increase
of about 200%.

10. In the aforesaid context, it was successfully explained on behalf of the
appellant that in 2009 the fee increase was calculated on the basis of 22%
D.A. prevalent at that time but the average D.A. in 2012-13 had increased to
72.25%. ‘Further, due to lapse of three years, the annual increments of 3%
would add to a total of 9%. The combined effect would be an increase of more
than 200% of the original 2009 fees. It was also pointed out that increase in
fees, as recommended by the Committee, ranges only from 46% to 1 19% for
different schools over and above the present unrevised fee structure.

11. On carefully going through the facts and figures available on record and
'those considered by the Committee, we find no good reason to take exception
to the fee structure recommended by the Fee Structure Committee, Odisha
through its Report dated 02.05.2013. |

12. Since the larger issue of law has been given up by the appellant and the
same has been left open, we are not required to go into the same. In the facts
of the case, we are re-assured by the Committee’s Report that the appellant
and institutions represented by it have been allowed only reasonable profit to
which they are entitled under law.

13. Before parting with the matter, we would like to caution the concerned
authorities that if a private educational institution has met all the
requirements of obtaining No Objection Certificate and affiliation etc. then its
claim for revision of fees should be considered expeditiously on permissible

parameters. Objections, if any, should be entertained only from the parents’

representatives and not from individual parents. An individual may at times
be reckless and may harm the educational prospects of all the students of the
school. If a claim for revision of fees is stalled for long due to meritless
objections, it can affect academic standards on account of disgruntled staff
and teachers who may even quit the institution for want of appropriate salary
and perks. Such state of affairs with regard to the concerned schools has
been highlighted on behalf of the appellant.  The selected parents

representatives, on the other hand, are expected to be more responsible as a
body. In the present case, only some individual parents have prevented the
schools from realizing revised fees since 2009. It is not possible to assess the
injury caused to the schools noris it possible to award any compensation by
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allowing revised fees to be realized from any earlier date such as 1.6.2012 as
prayed on behalf of the appellant. However, it is satisfying to note that the
State of Odisha has not raised any objection to the recommendations of the
Fee Structure Committee, Odisha and, therefore, the:re is no legal impediment

of any substance in allowing this appeal.
Further, the school cited the following excerpts from the judgment of

the Hon’ble Delhi High Court in WP(C) 7777 of 2009, vide which this
|

Committee was constituted, to contend that the preliminary calculation

sheet prepared by the Committee went beyond the scope of the judgment:

82..... This Committee will be for the period covered by the impugned order
dated 11.02.2009 and specifically looking into the aspect as to how much fee
increase was reqguired by each individual schools on the implementation of the
recommendation of VI Pay Commission, i e. it would examine the records and
accounts, etc. of these schools and taking into consideration the funds
available, etc. at the disposal of schools at that time and the
principles laid down by the Supreme Court in Modern School and
Action Committee Unaided Put. Schools as explained in this judgment.
83. We reiterate that the fee hike contained in orders dated 1 1.02.2009 was
by way of interim measure. There is a need. to inspect and audit accounts of
the schools to find out the funds to meet the increased obligation cast by the
implementation of VI Pay Commission_and_on this basis, to determine_in
respect of these schools as to how much hike in fee, if at all, is required.
On the basis of this exercise, if it is found that the increase in fee proposed,
order dated 11.02.2009 is more the same shall be slided down and excess
amount paid by the students shall be refunded along with interest @ 9%. On
- the other hand, if a particular school is able to make out a case for higher
increase, then it would be permiésible for such school to recover from the
students over and above what is charged in terms of Notification dated

11.02.2009.
(emphasis supplied by us)

With regard to the issue of diversion of funds, the school contended that
(i) The observation of the Hon’ble Supreme Court in the matter of
Modern School prohibiting acquisition of fixed /capital assets from

fees’ seems to be based on an out of context quote from the
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judgment. The restriction of capital expenditure not constituting a

component of financial fee structure is relevant to only activities

falling under Rule 177 (1) (b) and not to activities under Rule 177

(2). The school can and is rather under obligation' to provide_from
the fees for the staff retirement benefits, expansion of the school
building and any other developmental ac‘ltivities in the school and
thereafter the ‘savings’ can be used for capital expenditure of the
nature prescribed under the proviso to Rule 177 (1) (b).

The Hon’ble Supreme Court in the case of Modern School has not
put any restriction on the operation of Rule 177 in relation to
mandatory provision for activities envisaged under Rule 177 (2),
inter alia, including capital expenditure on expansion of the same
school or any other developmental activify in the same school;

In the instant case, the expenses relating to school infrastructure
are covered by the activities contemplated under Rule 177 (2) and
hence there was no diversion of funds as shown in the calculation
sheet.

Till the year 2005-06, there has been revenue loss beforé
depreciation, amounting to Rs. 66,77,684 which was met from
unsecured loans. The Unsecured loans to that extent become a
current liability, without prejudice to the contention that the whole

of unsecured loans so qualify as a current liability while computing

the surplus.
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(v} The Committee has consjdered purchase of vehicles and
construction of building as diversion of funds and at the same time
also cbnsidered the repayment of loans taken for acquiring of
vehicles and construction of building as diversion of funds. This
has resulted in duplication and the same needs to be corrected.
The school suggested the following adjustments out of the sum of

Rs. 18,39,99,032 which the Committee has considered as funds

diverted:

Double impact of vehicle purchased/repayment of 4,19,23,503
loan for such purchase

Double impact of building construction/repayment 6,65,75,250
of loan taken for building construction

Adjustment for loan taken for bridging the cash 66,77,684
losses in the earlier years '
Total 11,51,76,437

The school submitted its own calculation sheet, showing that there

(vi)
was a deficit to the tune of Rs. 3,04,05,554 after taking the effect of
implementation of the 6t Péy Commission report and recovery of
arrear fee and enhanced fee as per order dated 11/02/2009,
issued by the Director of Education.
Discussion

Since the school has raised multifarious contentions, it would be

apposite to first summarise the issues that need to be determined by this

Committee. These are as follows:
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-

(a) Whether the preliminary calculation sheet drawn by the Committee

and the steps being taken by the Committee to examine the

justifiability of the fee hiked by the instant school in pursuance of

order dated 11/02/2009 issued by the Director of Education, are as

per the mandate of this Committee, as postulated by the judgment of

the Hon’ble High Court in WP(C) 7777 of 2009?

(b) Whether the judgment of the Hon’ble Supreme Court in Civil appeal

No. 4556 of 2014 concerning the private schools in the state of

Odhisa, governed by a local enactment of that state, has any

application to Iprivate unaided schools in Delhi which aire governed by

the provisions of Delhi State Education Act, 1973 and the rules

framed thereunder and whether such judgment overrides the

judgments of the Supreme Court in the cases of Modern School

(supra) and Action Committee Unaided Private Schools (supra)

which were rendered in the context of fixation of fees by private

unaided schools in Delhi under the relevant provisions of the Delhi

law?

(c) Whether the school could pass on the burden of capital expenditure

incurred by the school particularly for purchase of buses and

on the students by

repayment of loans taken for their purchase,

recovering it as part of the fee?

(d) Whether the school could pass on the burden of repayment of

Unsecured loans taken by it for creation of school infrastructure on

the students by recovering it as part of the fee?
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(e) Whether there were factual errors in the preliminary calculation sheet,
drawn up by the Committee? If yes, what was their effect?
The various issues raised by the school are discussed as follows:

1. Whether the preliminary calculation sheet drawn by the
Committee and the steps being taken by the Committee to

examine the justifiability of the fee hiked by the private unaided
schools in pursuance of order dated 11/02/2009 issued by the

Director of Education, are as per the mandate of this Committee
as postulated by the judgment of the Hon’ble High Court in WP(C)

7777 of 2009? :
How the calculation sheet prepared by the Committee goes beyond the

scope of judgment has not been explained by the school. The Committee
has reviewed the preliminary calculation sheet prepared by ifs audit officer
under its directions and supervision and finds that it conforms to the
mandate given to the Committeé by the Hon’ble Delhi High Court in WP (C)
7777 of 2009, particularly the directions thét the- funds. available at the
disposal of schools at the time .the decision to hike the fee Was taken, have
to be computed in accordance with the principles laid down by the Supreme
Court in the cases.of Modern School and Action Committee Unaided Pvt.
Schools.

The Committee is required to first compute the funds already available
with the school before it decicied to hike the fee in terms of order dated
11/02/2009 of the Director of Education. Since the school admittedly hiked
the fee w.e.f. 01/09/2008, the funds already available with the school have.
necessarily to be computed with reférence to the latest audited ‘balance

sheet ie. as on 31/03/2008. The preliminary calculation sheet does

 precisely that. The funds available as on 31/03/2008 have been taken to be
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the Net Current Assets + Investments as on that date. ‘The Net Current

Assets represent Current Assets - Current Liabilities.

The Committee, as per its mandate, as submitted by the school itself is

required to compute the funds available with the school and while making

such computation, the principles laid down by the Hon’ble Supreme Court

in the cases of Modern School '(supra) and Action Committee Un-aided

Private Schools (supra) have to be followed.

The principles laid down by the Hon’ble Supreme Court in the case of

Modern School, in so far as, they pertain to fixation of fee by the schools are

that the capital expenditure incurred by the school cannot form pért of the

fee structure of the school. In other words, the schools cannot incur any

capital expenditure out of the fee charged by the schools (other than

development fee) and such capital expenditure ought not be recovered from

" the students as part of their fee. Such capital expendi‘ture may however, be

incurred out of the savings that remain from the fee as computed under

Rule 177 of Delhi School Education Rules, 1973, after the school has met

its expenditure on salaries of staff and other routine revenue expenses.

The Committee, in view of the principles laid down by the Hon’ble

Supreme Court in the aforesaid judgment, which by its mandate, the

Committee is bound to consider, has included the funds utilized by' the

school out of its fee revenues, for incurring capital expenditure, in the figure

of funds available with the school for the purpose of implementation of the

recommendations of the 6t Pay Commission.
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!

Hence, the Committee rejects the contention of the schdol that the
preliminary calpulation sheet drawn by it goes. beyond the mandate of this
Committee. The school can only dispute the correctness of the figures
computed by the Committee. The schéol ha&;, in fact, disputed the

correctness of certain figures and the Committee will duly examine such

. contentions of the school.. ' {

2. Whether the judgment of the Hon’ble Supreme Court in Civil
appeal No. 4556 _of 2014 concerning the private schools in the
state of Odhisa, governed by a local enactment of that state, has
any application to private unaided schools in Delhi which are
governed by the provisions of Delhi State Education Act, 1973
and the rules framed thereunder and whether such judgment

overrides the judgments of the Supreme Court in the cases of

Modern School (supra) and Action Committee Unaided Private

Schools (supra) which were rendered in the context of fixation of

fees by private unaided schools in Delhi under the relevant
provisions of the Delhi law?

~ The Committee notes that the school has misinterpreted fhe judgment of
the Hon’ble Supreme Court. It has selectiveiy quotéd from the judgment and
omitted portions which did not suit it. Even excerpts of two different
paragraphs of the judgment have been juxtaposed affer omitting certain
portions théreof to make it read like a continuous text. Paragraphs 7, 8 and
10 as quoted by the school above, are not the declaration of law by the

Hon’ble Supreme Court but are the submissions of the counsel of the

contending parties. Only paragraphs 11, 12 (a porﬁon of which has been

cited ) and 13 as excerpted by the school can be said to be the ratio

decidendi of the judgment of the Hon’ble Supreme Court.
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The Committee is of the view that the judgment of Hon’ble Supreme
Court in Civil appeall No. 4556 of 2014 pertains to schools in the state of
Odisha which are governed by the local laws of that state only. The schools
in Delhi are governed by the local law of Delhi state i.e. Delhi School
Education Act, 1973,and the rules framed thereunder. The jﬁdgments of
the Hon’ble Supreme Court in the cases of Modern School and Acﬁon
Committee Un-aided Private Schools were renderec{ in th_e | context of the
provisions of the local laws of Delhi, particularly Rules 175 and 177 of Delhi
School Education Rules 1973. Therefore, the Committee is of the view that
the judgments in the cases of Modern School and Action Commitfee Un-.

aided Private Schools, still hold the field.

3. Whether the school could “pass on - the burden of capital

- expenditure incurred by the school particularly for purchase of
buses and repayment of loans taken for their purchase, on the .

students by recovering it as part of the fee?

The contention of the school that in the case of Modern School, the
Hon’ble Supreme Court has not put any restriction on the operation of ruie
177 of Delhi School Education Rules, 1973 in relation to mandatory - ‘
provision for activities envisaged under rule 177 (2), inter alia, including
capital expenditure on expansion of the same school or any other
development acﬁvity in the same school is stated to be rejected. It would be

apposite to reproduce here Rule 177 of Delhi School Education Rules, 1973:
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RULE 177

Fees realised by unaided recognised schools how to be utilized

(1) Income derived by an unaided recognised school by way of fees shall be
utilised in the first instance, for meeting the pay, allowances and other

benefits admissible to the employees of the school:

Provided that savings, if any from the fees collected by such school may
be utilised by its managing committee for meeting capital or contingent
expenditure of the school, or for one or more of the following educational

purposes, namely:—

(a) award of scholarships to students;
(b)  establishment of any other recognised school, or

(c)  assisting any other school or educational institution, not being a
college, under the management of the same society or trust by
which the first mentioned school is run.

(2)  The savings referred to in sub-rule (1 ) shall be arrived at after providing
for the following, namely :—

(a) pension, gratuity and other specified retirement and other
benefits admissible to the employees of the school;

(b) the needed expansion of the school or any expenditure of a
developmental nature;

(c) the expansion of the school building or for the expansion or
construction of any building or establishment of hostel or

expansion of hostel accommodation;

(d)  co-curricular activities of the students;

(e)  reasonable reserve fund, not being less than ten per cent, of such
savings.

(3)  Funds collected for specific purposes, like sports, co-curricular activities,
subscriptions for excursions or subscriptions for magazines, and annual
charges, by whatever name called, shall be spent solely for the exclusive
benefit of the students of the concerned school and shall not be included in

the savings referred to in sub-rule (2).

(4)  The collections referred to in sub-rule (3) shall be administered in the
same manner as the monies standing to the credit of the Pupils Fund as
administered.
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A bare reading of Rule 177 shows that the fee of the school has to be
first utilized for payment of pay, aZlowdnces and other benefits admissible to
the employees of the school. Capital expenditure can be incurred only out of
savings from fee after meeting the pay, allowances etc. of the emi)loyees. It
is not mandatory for schools to incur capital expenditure merely because it
is one of the permitted modes of utilisation of fee. The Rule provides a rider
that the school can incur capital expenditure only out of savings that
remain after payment of pay and allowances etc. to employees. Thé Supreme
Court has clarified in the aforesaid judgment of Modern School case that
Rule 177 does not apply to fixation of fee. It only provides for the manner of
utilization of fee. It further goes on to hold that capital expenditure cannot
form part of financial fee structure of the séhool. That is to say that the fee

of the school cannot be fixed keeping in view the capital expenditure to be
incurred by the school. To the sirﬁilar effect was the judgment of the
Hon’ble Delhi High Court in the case of Delhi Abibhavak Mahasangh v.
Union of India and others AIR 1999 Delhi 124, which examined the issue
of fee hike effected by the schools consequent to the implementation of the
recommendations of the 5th Pay Commission. The Honble High Court

observed “The tuition fee cannot be fixed to recover cabital

expenditure to be incurred on the properties of the society”.

The aforesaid judgment of the Delhi High Court was challenged in the
Supreme Court and the Hon’ble Supreme Court disposed off the appeal in a
batch of similar appeals preferred by various schools and the decision was

reported as Modern School & Ors. vs. Union of India (2004) 5 SCC 583. The

23
s

//’T g e,

T JUSTICE ™

£ e
K R B H?“f X,

LT )

i

W S .
 TUT RS Gy bt d
. BHELT OTho0] Fes s”’u‘(




Vo

Supreme Court upheld the judgment of

on the issue of fixation of fee to include capital expenditure,

examinin

B-258/206 (00193
1, Vikas Puri, New Delhi-110018

K.R. Manglam World Schoo

the Delhi High Court and especially

it held, after

g in detail the provisions of Rule 177 of Delhi School Education

Rules, 1973 and other related rules, as follows:

19. It was argued on behalf of the management that rule 177 allows
the schools to incur capital expenditure in respect of the same school
or to assist any other school or to set up any other school under the
same management and consequently, the Director had no authority
under clause (8) to restrain the school from transferring the funds
from the Recognized Unaided School Fund to the society or the trust or
any other institution and, therefore, clause (8) was in conflict with rule
177.
20. We do not find merit in the above arguments. Before analyzing the
rules herein, it may be pointed out, that as of today, we have
Generally Accepted Accounting Principles (GAAP). As stated above,
commercialization of education has been a problem area for the last
several years. One of the methods of eradicating commercialization of
education in schools is to insist on every school following principles of
accounting applicable to not-for-profit organizations/ non- business
organizations. Under the Generally Accepted Accounting Principles,
expense is different from expenditure. All operational expenses for the
current accounting year like salary and allowances payable to
employees, rent for the premises, payment of property taxes are
current revenue expenses. These expenses entail benefits during the
current accounting period. Expenditure, on the other hand, is for
acquisition of an asset of an enduring nature which gives benefits
spread_over_many accounting periods, like purchase of plant and
machinery, building etc. Therefore, there is_a_difference between
revenue expenses and capital expenditure. Lastly, we must keep in
mind that accounting has a linkage with law. Accounting operates
within legal framework. Therefore, banking, insurance and electricity
companies have their own form of balance-sheets unlike balance-
sheets prescribed for companies under the Companies Act 1956.
Therefore, we have to look at the accounts of non-business
organizations like schools, hospitals etc. in the light of the statute in
question.
21. In the light of the above observations, we are required to analyse
rules 172, 175, 176 and 17 7 of 1973 rules. The above rules indicate the
manner in which accounts are required to be maintained by the schools.
Under section 18(3) of the said Act every Recognized school shall have a
fund titled "Recognized Unaided School Fund". It is important to bear in
mind that in every non-business organization, accounts are to be
maintained on the basis of what is known as 'Fund Based System of
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Accounting'. Such system brings about transparency. Section 18(3) of
the Act shows that schools have to maintain Fund Based System of
Accounting. The said Fund. contemplated by Section 18(3), shall consist
of income by way of fees, fine, rent, interest etc. Section 18(3) is to be
read with rule 175. Reading the two together, it is clear that each item
of income shall be accounted for separately under the common head,
namely, Recognized Unaided School Fund. Further, rule 175 indicates
accrual of income unlike rule 17 7 which deals with utilization of income.
Rule 177 does not cover all the items of income mentioned in rule 175.
Rule 177 only deals with one item of income for the school, namely,
fees. Rule 177(1) shows that salaries, allowances and benefits to the
employees shall constitute deduction from the income in the first
instance. That after such deduction, surplus if any, shall be
appropriated towards, pension, gratuity, reserves and other items of
appropriations enumerated in rule 177(2) and after such appropriation
the balance (savings) shall be utilized to meet capital expenditure of the
same school or to set up another school under the same management.
Therefore, rule 177 deals with application of income and not with
accrual of income. Therefore, rule 177 shows that salaries and
allowances shall come out from the fees whereas capital expenditure
will be a charge on the savings. Therefore, capital expenditure
cannot constitute a component of the financial fees structure as
is submitted on behalf of the schools. It also shows that salaries
and allowances are revenue expenses incurred during the current year
and, therefore, they have to come out of the fees for the current year
whereas capital expenditure/ capital investments have to come from the
savings, if any, calculated in the manner indicated above.

In view of the foregoing discussion, the contention of the school that the

school could recover fee for incurring capital expenditure for purchase of
vehicles or development of school infrastructure is rejected. While laying
down the broad proposition that capital expenditure cannot. form part of fee
structure of the school, the Hon’ble Supreme Court has made no distinctioﬁ
between capital expenditﬁre of the nature prescribed under proviso to sub

rule 1 of Rule 177 or that envisaged under sub rule 2 thereof.
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4.Whether the school could pass on the burden of repayment of

Unsecured loans taken by it for creation of school infrastructure on the

students by recovering it as part of the fee?

The discussion on this issue is covered by the discussion on the previous
|

issue. If the loans have been taken for incurring capital expenditure like

creation of school infrastructure, the school cannot fix fee in such a manner
as to recover the repaymenf of principal amount and interest on such loans.
It does not really matter whether the capital expenditure is incurred out of
the school’s own funds which have arisen out of the fee revenues of the
school or out of the proceeds of loans taken by the school which are repaid
alongwith interest out of fee revenues of the school. In either case, the
source of capital expenditure is the fee recovered fro'm the students which as

per the aforesaid judgment of the Hon’ble Supreme Court, the schools

cannot recover from the students.

5.Whether there were factual errors in the preliminary calculation

sheet, drawn up by the Committee? If yes, what was their effect?

As noted above, the school has pointed out in its various submissions,
factual errors in the preliminary calculation sheet prepared as per the
directions of the Committee. After taking into account the effect of such
factual errors, the school has prepared its own calculation sheet to show
that there was a deficit of Rs. 3,04,05,554 after taking into account the
increased salaries and the hiked fees. The Committee is therefore of the view
that it would appropriate if the figures taken -by the Committee in its

preliminary calculation sheet and the figures taken by the school in its
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calculation sheet, in so far as they are at variance with each other, need to

be examined and discussed. The variations in thel calculation sheet of the

Committee and that of the school are as follows:

o]

Particulars As per the|As per the | Effect on final
calculation calculation determination as
sheet of the |sheet of the prepared by the
Committee school | Committee

Advance fee (current 0 1,64,60,395 (-) 1,64,60,395

liability)

Reserve for future ' 0 70,53,320 (-) 70,53,320

contingencies

Incremental salary 1,31,77,068 2,08,16,026 (-) 76,38,958

for the year 2009-10 ' ’

Funds diverted {for 18,39,99,932 0 0

acquisition of

buses/repayment of

loans

In so far as the omission of advance fee of Rs. 1,64,60,395 from the

current liabilities is concerned, the contention of the school is correct as the

same was duly reflected in the audited balance sheet as on 31/03 /2008.

The Committee will duly factor in this figure while making the final

determinations.

Regarding reserve for future contingencies, the Committee finds that the

contention of the school is in line with the view taken by the Committee in

case of other schools and there is no reason why the same should not be

allowed to this school. The Committee notes that the school has based its
claim of keeping an amount of Rs. 70,53,320 in reserve equivalent to four
months salary on the basis of the total expenditure on salary for the year
7008-09. However, the Committee in case of other schools has allowed the

funds to be kept in reserve equivalent to expenditure on four months salary
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based on the salary for the year 2009'-10. In all fairness, the Committee
feels that the school is e_ntitled to keep funds in rlleserve amounting to Rs. '

|
1,39,44,616, which is based on the total expenditure on salary for the year

2009-10.
The Committee accepts the contention of the school that the incremental

salary for the year 2009-10 ought to be taken as a whole after accounting
for the incremental DA and annual increments in that year, as the schools
were forbidden from raising any fee in 0009-10 over and above the fee hike
allowed' for implementation of VI Pay Commission report. The Committee
finds that in the preliminary calculation sheet, the incremental salary of one
month on account of increase as a consequence of implementation of VI Pay
Commission report has been extrapolated for the whole year. The contention
of the school has merit and therefore, the Committee will consider the
incremental salary for the year 2009-10 to be Rs. 2,08,16,026 instead of
Rs. 1,31,77,068 taken in the preliminary calculation sheet.

Before we take up the. issue of diversion of funds, the Committee notes
that the school under cover of its letter dated 12/02/2014, which was in
response to the Committee’s letter dated 21/01/2014, had furnished an
employeewise detail of its accrued liability on account of gratuity and leave

encashment as on 31/03/2008 and 31/03/2010. The liability as on
31/03/2010 was Rs. 44,26,507. The Committee finds that in its objections
to the prelimihary calculation sheet, the school has not raised any issue
with regard to this liability although it was not taken‘ into account.

However, the Committee is of the view that the mere omission on part of the
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school to raise this issue, should not detract the Committee from arriving at
just conclusions. The Committee has allowed other schools to keep funds in
reserve for meeting such accrued liabilities. Accordingly, the Committee will
duly consider this liability also while making the final determinations.

Now coming to the last issue of diversion of funds out of tuition fee for
purchase of buses, repayment of loans taken for purchase of buses/other
fixed assets and for creation of school infrastructure.

The Committee has already discussed in the foregoing paragraphs that as-
per the judgment of the Hon’ble Delhi High Court in the case of Delhi
Abhibhavak Mahasangh (supra), the recommendations of the Duggal
Committee which was constitu.ted by the Delhi High Court to examine the
issue of fee hike consequent to implementation of the V Pay Commission'
report and the judgment of the Honble Supreme Court in the case of
.Modern. Schbol (supra), capital expenditure cannot form- part of the fee
structure of the school. That is to say that the feé of the school cannot be
fixed keeping in view its planned capital expenditure. What the school has
been doing is that it has been fixing its fee, keeping in view the cost to be
incurred for purchase of buses/ other fixed assets or for repayment of loans
taken for such purposes. By adopting this stratagem, the school has been
deliberately creating savings so that it can show that the capital expenditure
has been incurred out of savingé as permitted by Rule 177 of Delhi School
Education Act, 1973. This isl clearly impermissible. Rule 177 perrﬁits
incurring of capital expenditure out of savings, only if such savings are

incidental and are not deliberately created. This is the essence of the
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judgment of the Hon’ble Delhi High Court in the case of Delhi Abhibhavak

Mahasangh and the Judgment of the Hon’ble Suprtlame Court in the case of

Modern School. Hence the Committee is of the view that the school was not

justified in utilising the funds out of its fee revenues for incurring capital

expenditure, either in one go or in a staggered manner by first taking a loan

and then repaying in instalments. In the circumstances, the Committee is

of the view that the funds so utilised by the school, ought to be considered

as available to it, for implementation of the VI Pay Commission report.

However, the contentions of the school regarding duplication in arriving at

the funds so utilised, need to be addressed.
Before considering the purported errors in the calculation of funds
considered as diverted by the Committee, it would be apt to examine the

t calculations after factoring in the other contentions of the school,

relevan

which the Committee has found to be acceptable.
The Committee, as discussed above, accepts the following

adjustments to be made to the preliminary calculations:

Deduction of advance fee as current liability 1,64,60,395

Reserve for future contingencies 1,39,44,616

Difference in incremental salary for 2009-10 (2,08,16,026 - 76,38,958

1,31,77,068 ) , S

Accrued liability of gratuity 44,26,507

Total 4,24,70,476

Now, even if the contention ‘of the school that there is an error of Rs.

11,5'1,76,437 on account of duplication, in the figure of funds diverted as

considered by the Committee, is accepted at its face value, the end result

would be that a total sum of Rs. 15,76,46,913 (4,24,70,476+ 11,51,76,437 ) .
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will be required to be reduced from the surplus, as worked out by the

Committee in its preliminary calculations. That would still leave a surplus

of Rs. 2,71,00,139 (18,47,47,052 ~ 15,76,46,913) which the school would

be left with out of the fee hike effected as’per order dated 11/ 02/2009, after

meeting all its expenses on arrear salary and incremental salary for the year

2009-10. The additional revenue generated by the school by way of
recovery of arrear fee and incremental fee for the year 2009-10 was Rs.

2,71,90,577. The school has acceptéd this figure in its own calculation

;sheet.

The Committee is, there_fore of the view, that examining the

contention of the school regarding duplication in the figure. of funds
diverted as considered by the Corﬁmittee would only be an academic
egercise. In arriving at tilis conclusion, the Committee has in fact not
only accepted all the contentions of the school but has provided relief

even when the school did not ask for it. Despite all this, the surplus

generated by the school was almost equal to the entire revenue

generated by the school by way of recovery of arrear fee and

incremental fee for the year 2009-10, as per the order dated

11/02/2009 issued by the Director of Education.
The Committee is , therefore of the view, that the school was not

justified at all in recovering the arrear fee from the students and also hiking

the regular monthly fee. It ought to refund the entire amount of Rs.

2,71,90,577, recovered as arrear fee and incremenfal fee 1n terms of order
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dated 11/02/2009, alongwith interest @ 9% per annum from the date of

collection to the date of refund.

Development Fee

The Committee has already discussed the various facets of the issue

of justifiability of charging development fee by the school. Although the

school claimed in its reply to the questionnaire regarding \development fee,

issued by the Committee that the school was maintaining earmarked

account for depreciation reserve fund and development fund, the Committee

did not find the same to be true on examining the audited financials of the

school. When confronted with this fact, the authorized representatives of

5/2014, conceded that no

the school, during the course of hearing on 05/0
earmarked bank accounts were maintained for such purposes.

The reason given by the school in its reply to the questionﬁaire

regarding non-maintenance of earmarked development fund account i.e. the

development fee was utilised in the year itself is not tenable as the

development fee is not utilised at the very moment at which it is collected.

There will always be a time lag between the collection and utilisation of

development fee. The Hon’ble Supreme Court in the judgment of Modern

School & Ors. Vs. Union of India (supra) has mandated that the schools are

required to maintain fund based accounting. This was particularly with

regard to maintenance of development fund and depreciation reserve fund

accounts. Further, maintenance of an earmarked depreciation reserve fund

is an essential pre-condition for collection of dev'clopment fee. The matter of

recovery of development fee by un-aided privatef schools was considered for
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the first time by Duggal Committee which was constituted by the Hon’ble
Delhi High Court to examine the issue of fee hike effected by the schools
consequent to implementation of recommendaitions of the 5t Pay

Commission. It made the following recommendation.:

18. Besides the above four categories, the schools could also levy a
Development Fee, as a capital receipt, annually not exceeding 10% of
the total annual Tuition Fee, for supplementing the resources for
purchase, upgradation and replacement of furniture, fixtures and
equipment, provided the school is maintaining a_Depreciation Reserve
Fund, equivalent to the depreciation charged in the revenue account. -
While these receipts should form part of the Capital Account of the
school, the collected under this head along with any income generated
from the investment made out of this fund, should however, be kept in a
separate ‘Development Fund Account’. (Para 7.21)

Pursuant to the recommendations of Duggal Committee, the Director
of Education issued order No.De.15/Act/Duggal. Com/203/99/23033-
23980 dated 15/12/1999 and vide direction no. 7, the schools were
permitted to charge development fee; which shall be treated as a capital
receipt and shall be collected only if the school is maintaining a Depreciation
Reserve Fund, equivalent to the depreciation charged in the revenue
accounts.

The aforesaid order of the Director of Education ‘Was the subject
matter of the Appeal in the case of Modern School Vs. Union‘ of India (supra)
and the Hon’ble Supreme Court while upholding the recommendations of
Duggal Committee and direction no. 7 of the aforesaid order held as follows:

25. In our view, on account of increased cost due to inflation, the

management is entitled to create Development Fund Account. For

creating such development fund, the management is required to

collect development fees. In the present case, pursuant to the
recommendation of Duggal Committee, development fees could be
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levied at the rate not exceeding 10% to 15% of total annual tuition fee.
Direction no.7 further states that development fees not exceeding 10%
to 15% of total annual tuition fee shall be charged for supplementing
the resources for purchase, upgradation and replacement of furniture,
fixtures and equipments. It further states that development fees
shall be treated as Capital Receipt and shall be collected only
if the school maintains a depreciation reserve fund. In our view,
direction no.7 is appropriate. If one goes through the report of Duggal
Committee, one finds absence of non-creation of specified earmarked
fund. On going through the report of Duggal Committee, one
nds further that depreciation has been charged without
creating a corresponding fund. Therefore, direction no.7 seeks ' |
to introduce a proper accounting practice to be followed by
non-business organizations/not-for—profit organization. With
this correct practice being introduced, development fees Jor
supplementing the resources for purchase, upgradation and
replacements of furniture and fixtures and equipments is
justified. Taking into account the cost of inflation between
15th December, 1999 and 31st December, 2003 we are of the view
that the management of recognized unaided schools should be
permitted to charge development fee not exceeding 15% of the total

" annual tuition fee.

In view of the _iaw 1a1d down by the Hon’ble Supreme Court, the
schools, in order to charge development fee, are required to fulfill the
following pre-conditions:

1. Developmént fee is tréated as a capital receipt in the accounts.

2. Earmarked dévelopment fund account is maintained wherein
development fee charged by the school is to bé depbsited.

3. Earmarked depreciation reserve fund account is to be maintained
wherein amount equivalent to the depreciati;on charged in the revenue
accounts is deposited.
Furthér, the development fee can be utilised only for purchase or

upgradation of furniture and fixture and equipments. The Committee on

examining the audited financials of the school observed that the school was
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K.R. Manglam World School, Vikas Puri, New Delhi-110018

not truthful in its reply to the questionnaire as rggards the utilisation of

|
" development fee. Particularly in the year 2009-10, the school submitted

that it had utilised a sum of Rs. 55,36,852 for puréhase‘ of equipments etc.

However, the audited financials revealed that out of this amount the

equipments represented only Rs. 9,55,931. The rgamaining amount of Rs.

45,80,921 was for purchase of vehicle. Similarly, in the year 2010-11 also,

the school represented that the sum of Rs. 52,30,664 was utilised for

purchase of equipments etc. However, this sum included a sum of Rs.

20,59,287 for purchase of vehicle. Purchase of vehicles is not one of the

permitted purposes for which development fee can be utilised.

Since the school is not fulfilling the essential pre-conditions regarding

maintenance of earmarked development fund and depreciation reserve fund

accounts, the school was not justified in charging any development fee.

However, since the mandate of the Committee is to examine the issue of fee

in pursuance of order dated 11/02/2009 issued by the Director of

Education, the Committee is restricting its recommendations for the years

0009-10 and 2010-11 only. For the other years, it will be for the Director of

Education to take an appropriate view in the matter.

In view of the foregoing discussion, the Committee is of the view that the

development fee recovered by the school amounting to Rs. 91,30,805 in

7009-10 and Rs. 96,92,072 in 2010-11, ought to be refunded alongwith

interest @ 9% per annum from the date of collection to the daté of refund.
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K.R. Manglam World School, Vikas Puri, New Delhi-1 10018

Recommendations

In view of the foregoing discussions and determinations, the

Committee makes the following recommendations:

1. The school ought to refund the arrears of tuition fee,

development fee and the incremental fee charged by the school in

2009-10, amounting to Rs. 2,71,90,577 alongwith interest @ 9%

per annum from the date of collection to the date of refund.

2. The school ought to fefund the development fee amounting to Rs.

91,30,805 charged in 2009-10 and Rs. 96,92,072 charged in

2010-11, alongwith interest @ 9% per annum from the date of

collection to the date of refund.

Recommended accordingly. ~ S d / o

Sdl- gg/-
Justice Anil Dev Singh (Retd.) Dr. RK. Sharma
Member

CA J.S. Kochar
Member Chairperson

Dated: 09/04/2015

—— .
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Saai Memorial Girls School, Saai Bhaw‘an, Geeta Colony, Delhi-
1100031

In reply to the questionnaire dated 27/02/2012 issued by the
Committee, the school, vide email dated 03/03/2012 stated as
follows:

(a) It had implemented the recomrinendations of the VI Pay
Commission w.e.f. May 2009. The details regarding pre
implementation salary and post implementation salary as
also the arrears paid to the staff had been submitted on
27/01/2012.

(b) The details regarding the fee hiked in pursuance of order
dated .1 1/02/2009, and the arrears of fee recovered from the
students, had also been submitted on 27/01/2012. The fee
was hiked w.e.f. April 2009. |

It appeared that the school had submitted the requisite
information on. 27/01/2012, not to the Committee but to the
concerned Dy. Director of Education. Accordingly, the Committee
requisitioned the information and documents submitted by the school
from the concerned Dy. Director of Education along with the annual |
returns filed by the school under Rule 180 of Delhi School Education

Rules, 1973 for the years 2006-07 to 2010- 11

!
The documents as well as information submitted by the school

|
to the Dy. Director of Education were received from that office. On
prima facie examination of these documents, it appeared that the

school had hiked the fee in accordance with order dated 11/02/2009

issued by the Director of Education ar11d also implemented the
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-
1100031

recommendations of the VI Pay Commission. This was also stated by
the school in its email reply to the questionnaire issued by the
Committee. Accordingly, the school was placed in category ‘B’ for the
purpose of verification.

In the first instance, the relevant calculations were made by the
Chartered Accountants detailed with the Committee. As per their
calculations, the school had recovered more fee than was required by
it, after taking into account the funds available with the school before
the fee hike. and the additional financial burden on account of the
implementation of the recommendations of VI Pay Commission. These
calculations were premised on the basis that the school had actually

implemented the recommendations of the VI Pay Commission, as was

stated by it.

The Committee issued a notice dated 06/05 /2015 to the school
for hearing on 14/05/2015. The notice, inter alia, required the school
to furnish details of accrued liabilities of gratuity/leave encashment, if
appl_icable to the school and the information relating to the aggregate
amount of arrear fee and regular fee received, arrear salary and
regular salary paid by the school during the year 2008-09, 2009-10
and 2010-1 1, in a structured format. A questionnaire was also issued
to the school, specifically seeking information regarding the collection
and utilisation of development fee and maintenance of earmarked

development and depreciation reserve fundsj.
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Saai Memorial Girls School, Saai Bhawan, Gegta Colony, Delhi-
o 1100031

| On the date of hearing, Dr. Meenékshi, Prin’cipal of the school
appéared with Sh. Manﬁ R.G. Luthra, Chartered Acountant. They
furnished the information required by the Committee vide its notice
dated 06/05/2015, vidé written submissions dated 14/05/2015.
They also filed rgply to tﬁe questionnaire regarding developmept fee.

Details of the accrued liability of the school for gratuity and leave

encashment were filed, as also the statement of account of the Parent.

- Society in the books of the school. Copies of circular issued to the

parents regarding fee hike for implementation of VI Pay Commission

{
i

report were also furnished.

The representatives of the school were also heard by the

Committee. They contended as follows:

(a) Th¢ school hiked the regular monthly fee as- pér order dated
©11/02/2009. vHowever,' the lump sum arrears for the period
01/01/ 2006 to 31/08/2008, could not be recovered from the
students on acc;ount'of the resistance by the parents of the
students.

(b) The school 1mplemented the recommendations of VI Pay
Commlssmn w.e.f. 01/04/2009 |and paid the arrears in
1nstallments

(c) The school charged development fee in all the five years for
which the information was sought. The same had been

utilised for purchase of furniture and fixture & equipments.
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Saai Memorial Girls School, Saai Bhawg‘m, Geeta Colony, Delhi-
1100031

The school stopped éharging depreciation in its revenue-
account after 31/03/2008. Therefore, there was no
requirement to maintain any earmarked depreciation reserve
fund. Further, the svchool is not left with any unspent
development fund, which could be deposited in the
earmarked development fund account. Although the school
maintains an earmarked account in the bank, it carries a

nominal balance.

During the course of hearing, the account books and salary
registers of the school were examined by the Committee. It was
obéerved that the entire payment of arrear salary was shown to have
been made in cash. Even the regular monthly salary was also paid in

cash, at least to the extent of about 50%.
Discussion:

(1) Tuition Fee:

Before proceeding further, it would be apposite to examine as to
how much was the fee hike effected by the school in pursuance of
order dated 11/02/2009 issued by the Director of Education. The
following table shows the fee charged by the school, prior to the hike
effected by it and the post hike fee (as per the fee schedules filed by

the school as part of its annual returns under Rule 180 of Delhi

School Education Rules, 1973 ).
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Saai Memonal Girls School Saai Bhawan, Geeta Colony, Delhi-
1100031 -

Class \ Monthly Monthly Increase in
Tuition fee in |tuition fee in monthly tuition
2008-09 (Rs.) 2009-10 (Rs. ) fee in 2009-10

I 1200 1500 300

II - 1100 ’ | 1400 300

I1I to VI 1010 1310 300

VII 1025 1325 300

VIII 1055 1355 B 300

IX & X 1085 1385 300

XI Arts & | 1500 : -1 1800 300

Commerce il

XI Science 1600 : 1900 _ 300

XII Arts & | 1500 1800 . 300

Commerce C '

XlI Science | 1600 1900 1300

As per the copy on two circulars dated 26/03/2009 issued to the
parents, the school recovered lump sum arrear fee of Rs. 3,000 for the
period 01/01/2006 to 31 / 08/ 2008, and the incrementai fee for seven
‘months i.e. 01/09/200,8 to 31/03/2009 @ Rs. 2,100 per student ( i.e.

Rs. 300 per month for seven months).

Thg school clain;ls that though the lump sum arrear fee of Rs.
3,000 per'studel"lt for the period 01/01/2006 to .3.1/-v08/2008, was
demanded; the same was resisted bs; the parents and ultimately was
not recovered from them. However, the school accepts that it
recoveréd arrears of incremental fee for seven months and the total
amount recovered on fhis account is Rs. 49,41,194._ As a result §f
regular fee hikéd w.e.f. 01/04/2009, the school rec_:overéd an
additional'amount of Rs. 72,75,705. This is worked out on the basis

of the difference in total regular tuition fee received in the year 2009-
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-
1100031

10, which was Rs. 3,56,62,727 and that in 2008-09, which was Rs.

2,83,87,022. These figures are accepted by the school.

The next issue to be considered by the Committee is whether
th¢ school, in fact, implemented the recommendations of VI Pay
Commission and paid the arrears for the period 01/01/2006 to
31/08/2008 and 01/09/2008 to 31/03/2009. The school states that
it made a total payment of Rs. 12,40,916 as arrears for the period
01/01/2006 to 31/08/2008 and such payment was made in the year
2010-11. Further, the school states that it made payment of arrears
for the period 01/09/2008 to 31/03/2009 amounting to Rs.
33,47,128 and such payment‘was spread over in two years i.e. 2008-

09 and 2009-10. Thus the school claims total arrear payment of Rs.

45,88,044.

During the course of heaﬁng, the Committee verified the mode
of payment of arrears and found that the entire payment was shown
to have been made in cash. The representatives of the school also
conceded to this position. A detail of arrear payment furnished by the
school shows ‘that the payments to individual staff members were
huge amounts. ' The minimum amount of payment was Rs. 51,992 to
Ms. bimple while the maximum amount shown to have been f)aid was

Rs. 2,05,918 to Ms. Manju Dhingra.

There was no earthly reason to make payment of such huge

amount of arrears in cash, when the school operates regular bank

6
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-

1100031

accounts. It is not located in a slum area or an unauthorized colony,
which reasons the schools usually proffer in justification of making

cash payments. The Committee, therefore is of the view that the

- school did not in actual fact make any payment on account of arrears

to staff and has merely shown them as paid in its books of accounts.

As noted supra, even the regular normal salary is not fully paid
through banking channels. On verification from the ledger account of
salary payable for the year 2009-10, the Committee finds that as
much as 62.89% of the total salary for the year 2009-10, was paid in
cash. One can understand if the school, which operates regular bank
accounts, pays saiary in cash to lowly paid staff like peons or
sweepers or ayas but payment of salary to teachers in caéh cannot be
justified on any ground. The Committee has-come across such cases
in cases of o&ers schools also where partly salary is paid‘through
banking channels and partly in cash. This is a stratagem being
adopted by the schools to show payment of salary as per the

recommendations of the VI Pay Commission when actually full

Salaries are not paid to the staff.

For the aforesaid reasons, the Committee is of the view that the
school did not in fact implement the recommendations of the VI Pay
Commission, although the school took advantage of the order dated
11/02/2009 issued by the Director of Education to hike its monthly

fee by Rs. 300 per month, which in percentage terms works out to a
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-

1100031

hike ranging between 18% and 30% : for different classes. The
CQmmittee has taken a consistent view that where the schools did not
implement the recommendations of VI Pay Commission, it could have
hiked the fee to a maximum extent of 10%, which the Committee

considers as reasonable.

In this view of the matte;, the Committee is of the opinion
that the school ought to fefu_nd the entire amount of arrear fee
recovered by -the school, which as per the school’'s own
submissions was Rs. 49,41,194, The school ought also to refund
the incremental tuitioﬁ fee charged in 2009-10, which was in
excess of 10% over that charged in 2008-09 for different classes.
Further, since the regular tuition fee which the Committee has
determined to be refundable out of the fee fof 2009-10, would |
also be part of the fee for the subsequent years, this would have a
ripple effect. The school ought to refund the fee for subsequent
years also, to the extent it is relatable to the fee determined to be
refundable for the year 2009-10. All these amounts ought to be

refunded alongwith interest @ 9% per annum from the date of

collection to the date of refund.

(2) Development Fee:

In reply to the questionnaire issued by the Committee, the school

furnished the following information with regard to receipt and
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-
1100031

utilisation of development fee charged by the school for the years

2006-07 to 2010-11:

Year Development Development Purpose for
' Fee collected fee utilised which utilised

2006-07 | 8,43,705 28,63,341 Capital
expenditure

2007-08 | 15,18,982 17,83,271 Capital
expenditure

2008-09 |17,31,410 20,69,775 Capital
: expenditure

2009-10 |49,46,312 48,44,049 Capital
‘ ‘ expenditure

2010-11 |51,95,445 59,93,644 Capital
' » expenditure

®© 0000060000000 0

It was further stated that the development fee was treated as a
capital receipt in the books. With regard to maintenance of
depreéiation reserve fund, .the school stated that it was maintaining
the depreciation reserve fund till 31 /03/2008. “Thereafter, the school
stopped the practice of charging of depreciation to revenue and. hence

dispensing with the condition to create depreciation reserve fund.” -

The Committeg has examined the information given by the
school and the submissions made by it. The concept of development
fee to be charged by the unaidéd récognised private schools was first
introduced after the Duggal Committee, which was constituted by
judgment of the Hon’ble Delhi High Court to examine the fee hike
effected by the schools for implementation of V Pay Commission,
submitted its report. With fegard to the development fee, it made the

following recommendations:
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-

1100031
18.  Besides the above four categories, the schools could
also levy a Development Fee, as a capital receipt, annually not
exceeding 10% of the total annual Tuition Fee, for supplementing
the resources for purchase, upgradation and ;'eplacevment of

Sfumiture, fixtures and equipment, provided the school is

maintaining a Depreciation Reserve Fund, equivalent to

the depreciation charged in the revenue account. While

these receipts should form part of the Capital Account of the
school, the collected under this head along with any income
generated from the investment made out of this fund, should

however, be kept in a separate ‘Development Fund Account’.

(Para 7.21).

It would be apparent that the maintenance of depreciation

reserve fund, was a pre condition for charging the development fee.
Without maintaining such a fund, the schools were not allowed to
charge development-fee in the first place. How much amount is to be
put into the earmarked account? The answer to this was provided by
the Duggal Committee itself that it bught to be equivalent to
depreciation charged in the revenue account. It did not mean that if
the schools did not charge any depreciation to the revenue account,
they were nof required to ma.intain any earmarked depreciation
reserve fund. On the contrary, it meant that if the ‘depreciation

reserve account is not maintained, the scr‘lools would not be able to

10
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Saai Memorial Girls School, Saai Bhawan, Geeta Colony, Delhi-

| 1100031
charge any development fee. The interpretation put by the school is
totally misplaced. |
The report of the Duggal Committee, was considered by the
Hon’ble Supreme Court in the case of Modern School vs. Union of
India & ors. (2004) 5 SCC 583. The Apex Court, affirmed the

recommendations of the Duggal Committee. It held that:

25. In our view, on account of incredsed cost due to
inflation, the management is entitled to create Development '
Fund Account. For creating such development fund, the
management is required to collect development fees. In the
bresent case, pursuant to the recommendation of Duggal
Committee, development fees could be levied at the rate not
exceeding 1 O% to 15% of total annual tuition fee. Direction no.7
further states that development fees not exceeding 10% to 15%
of total annual tuition fee shall be charged for supplementing
the resources for purchase, upgradation and replacement of
Sfurniture, fixtures and equipments. It further states that
development‘fees shall be treated as Capital Receipt and shall

be collected only if the school maintains a depreciation

reserve fund. In our view, direction no.7 is appropriate. If
one goes through the report of Duggal Committee, one finds
absence of non-creation of specified earmarked Jund. On going

through the report of Duggal Committee, one finds further that

T sy .—-\
v il .

S e A L Tt
Aol SINGH

11

TRUE CoOpPyY i TTEE

For Review of School Faa . -

Secretary




9000020006000 000 0000000000000

AV
B\,

B-305/ 00217
s

aai Memorial Girls School, Saai Bhaviran, Geeta Colony, Delhi-
1100031

depreciation has been charged without creating a
corresponding fund. Therefore, direction no.7 seeks to introduce
a proper accounting practice to be followed by non-business
organizations/not-for-profit organization. With this correct
practice being introduced, development fees for supplementing
the resources for purchase, upgradation and replacements of
furniture and fixtures and equipments is justified. Taking into
account the cost of inflation between 15t December, 1999 and
31st December, 2003 we are of the view that the management
of recognized unaided schools should be permitted to charge
development Jfee not exceeding 15% of the total annual tuition

fee.

In view of the foregoing, the law laid down by the Hon’ble
Supreme Court is that schools can charge development fee only if they
maintain depreciation reserv’e fund. The quantum by which such
account ought to be funded is the amount equivalent fo the amount
charged as depreciation in the revenue account. The maintenance of
an earmarked depreciation reserve fund is a sine qua non for cha;ging
the development fee. If such a reserve fund is not maintained, the
schools cam;lot charge development fee.

In view of the foregoing, the Committee is of the view that since
the school did not fulfill the mandatory pr<|; condition of maintenance

of depreciation reserve fund for charging development fee, it was not
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Saai Memorial Girls School, Saéi Bhawan, Geeta Colony, Delhi-
1100031

justified in charging the same. As the Committee is required to

examine the issue of fee charged in pursuance of order dated

+11/02/2009, it has examined the issue of development fee. for the

.years 2009-10 and 2010-11 only and in these years, the school of its

own, submits that no depreciation reserve fund was maintained for
the reason that no depreciation was charged to its revenue.

In view of the above position, the Committee is of the view that
the sc;hool was not justiﬁed in charging any development fee in the
years 2009-10 and 2010-11 and the same ought to be refunded along
with interest @ 9% per annum from the date of collection to the date

of refund. As per the table given above, the development fee charged

by the school in 2009-10 was Rs. 49,46,312 and in 2010-11, it was

Rs. 51,95,445. These amounts ought to be refunded along interest as
above.

Recommendations:

To sum up, the school ought to refund the following
amounts along with interest @ 9% periannum from the date of

their collection to the date of refund:

1. The arrear fee (charged by the school, amounting to Rs.
49,41,194.

2. The regular fee hiked in 2009-10, in excess of 10%. -
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L 3. The regular fee for the years' subse%quent to 2009-10, to the
® extent they relate to the regular fee for 2009-10, of which
® the Committee has recommended the refund.
® 4. The development fee of Rs. 49,46,312 charged by the
e school in 2009-10 and Rs. 51,95,445 charged in 2010-11.
® :
Recommended accordingly. . ,
® ' S , 7- - 0 ’ P
> Sof- Slf-
® CA J.S.Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
’ Member Chairperson Member
®
® Dated: 25/05/2015
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Adarsh Gyan Sarovar Balika Vidyalaya, Ganwari Marginal Bandh,

Delhi-110053

The school had not replied to the questionnaire dated
27/02/2012 issued by the Comniittee, which was followed by a
reminder dated 27/03/2012. The annual returns filed by the school
under Rule 180 of Delhi School Education Rules, 1973, were
requisitioned from the concerned Dy. Director of Education. On the
basis of the information available in the aforesaid returns, the school

was placed in category B’ for the purpose of verification.

In order to verify the veracity of the returns, the Committee
issued a notice dated 10/01/2014, requiring the school to produce in
its office its fee récords, salary records, books of accounts, bank
statements, copies of provident fund and TDS returns for the year
2008-09 to 2010-11, on 07/02/2014. A revised questionnaire, which

incorporated the relevant queries regarding development fee, was also

issued to the school.

On the scheduled date, Ms. Uma Chaturvedi, Vice Principal of
the school appeared along with Ms. Bimla Aswal, UDC. They
produced the required records for verification. They also filed reply to
the questionnaire issued by the Committee. As per the reply filed, the
school implemented the recommendations of VI Pay Commission,
.prospectively w.e.f. 01/04/2009. It was stated that no arrears were
paid. With regard to hike in fee, the school stated that it had hiked
the tuition fee by an amount varyiﬁg between Rs. 75 per month and
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Adarsh Gyan Sarovar Balika Vidyalaya, Ganwari Marginal Bandh,

Delhi-110053

Rs. 150 per month for different classes. In evidence, it filed the fee
schedules for the years 2008-09 and 2009-10. It was also stated that
the school did not charge any arrear fee, as envisaged in the order
dated 11/02/2009 issued by the Director of Education. The school

also stated that it was not charging any development fee.

The records produced by the school were verified by Sh. A.D.
Bhateja, audit officer of the Committee. He observed th;it the school
had partially implemented the recommendations of the Sixth Pay
Commission w.e.f. 01/04/ 20009. However, the school was not paying
dearness allowance at the full rates. He also observed that the salary
was paid to the staff for the actual number of days on which the
teachers were on duty. Deductions were'made for leave without pay.
The salary was being paid by cheqﬁes/ cash. He did not elaborate as
to what percentage of salary was paid by cheques and what
percentage by cash. However, he mentioned that the school had

deducted TDS and Provident Fund from the salaries.

With regard to fee for the year 2009-10 he endorsed the
contention of the school that the fee was hiked by Rs. 75 to Rs. 150

per month for different classes. However, the school did not hike any

fee in 2010-11.

With regard to the books of accour}lts, he observed that the

balances in respect of the following accounts as per the books, did not
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match with the figures reflected in the audited Income & Expendituré

Accounts:

(a) Salary to staff

| (b) Miscellaneous expenses
(c) Repair and Maintenance
(d) Student expenses

(¢) Receipt from the department of Environment

He also observed that the school was receiving aid from the
society every year. In the year 2008-09, the aid was to the tune of Rs.
53,705, in 2009-10, it rose to Rs. 5,15,000 and in 2010-11, it was Rs.

5,18,000.

The Committee issued a notice dated 06/04/2015 to the school
for hearing on 21/04/2015. The notice required the school to fufnish
the information regardiné fee and salariés in a structured format, duly
reconciled with the Income & Expenditure accounts. The notice also
required the school to furnish cietails of accrued liabilities of
gratuity/leave encashment, if applicable to the school and the

statement of account of the parent society in the books of the school.

In response to the notice, Ms. Uma Chaturvedi, Vice Principal,

Sh. Sureshanand, Accountant, Ms. Bimla Alswal, UDC and Sh. Naresh

$S 0060060600600 0606000000 00N0QVOO

Kumar Tyagi, TGT of the school, appeare],d and were heard by the

Committee.  They filed a letter dated‘ 21/04/2015, giving the
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information of fee and salary, ‘as required by the Committee. The

information so furnished, is as follows:-

Fee 2008-09 | 2009-10| 2010-11
Arrear fee for the period from _ 0 0 0
01.01.2006 to 31.08.2008

Arrear fee (Tuition fee) for the period 0 0 0
from 01.09.2008 to 31.03.2009 :

Arrear fee (Development fee) for the 0 0 0
period from 01.09.2008 to

31.03.2009

Regular/ Normal Tuition Fee 20,89,899 | 24,41,620 | 27,71,355
Salary
"Arrear Salary for 01.01.2006 to 0| 0 0
31.08.2008

Arrear Salary for 01.09.2008 to 0 0 0
31.03.2009 '

Regular/ Normal Salary 20,16,547 | 29,34,512 | 32,81,331

The school did not furnish any statement of its accrued
liabilities of gratuity and leave encashment, saying that no employee

has retircd since the school started.

During the course of heéring the representatives of the school
reiterated that it had implemented the recommendations of the Sixth
Pay Commissiqn w.ef. 01/04/ 2_009. It also hiked the tuition fee as
per order dated 11/02/2009 issued by the Director of Education.
However, the school did not hike any fee in 2010-11. It was also

contended that the school did not charge ahv development fee.

As the observations of the audit ofﬁc;er, particularly with regard

!
to the payment of salary were vague, the Committee examined the
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books of accounts and salary records of the school during the course
of hearing. The Committee observed that almost 50% of the salary
| paid by the school was in cash. However, ~deduction in respect of EPF
and TDS, were apparently made. The school did not produce the
copies of thé TDS returns ﬁled by it but only produced the challans of
deposit of TDS. The representatives of the school sought time for doing
so. The school was directed to file its quarterly TDS returns (Foﬁn 24

Q) for the years 2008-09 and 2009-10, within one week.

The Committee also observed that the school was running pre
primary classes also but its financials were not incorporated in the
financials of the school. The representatives of the school submitted

that the financials of the pre primary classes are incorporated in the

2 600 00000 O0O0EOBBOGOOOEOGTE

financials of the Parent Society. The school filed the balance sheet of

® the Parent Society in support.
o On 12/05/2015, the school filed a letter dated 11/05/2015,
* contending that it could not file the TDS returns as the employees did
. .
not provide their PAN numbers.
®
o The Committee issued a fresh notice of hearing dated
® 13/05/2015 for hearing the school on 25/05/2015, in light of its
® fresh submissions. The school was also directed to file its fee and
® salary s_tatemerit for 2008-09, 2009-10 and 2010-11, in respect of its
@ pre primary classes. |
® ~ ———
| TRUE CQPY 5 _~"JUSTICE ™.
L J £ ANLDEV SINGE
- COMMITTEE
@

Secretary For Review of School

2B




B-321n A~
==500225
Adarsh Gyan Sarovar Balika Vidyalaya, Ganwari Marginal Bandh,

Delhi-110053

On the date of hearing, Ms. Uma Chaturvedi, Ms. Bimla Aswal

and Mr. Suresh Anand, appeared and were finally heard by the

Committee.

Discussion & Determination:

The Committee has perused the annual returns filed by the
school, its reply to the questionnaire issued by it, the observations of
the audit ofﬁcer of the Committee, the salary records and books of
accounts produced by the school during the course of hearing as also

the other documents filed by it.

The Committee observes that the audit officer conducted a

perfunctory examination of the records produced by the school. He
has not even tabulated the fee charged by the school before hike
and after hike, although he mentions the amount of hike effected by

the school and that the fee charged is in accordance with the fee

00.“.00...000...0.’.

schedules of the school. The Committee is of the view that before
undertaking any further exercise, it would be in order to tabulate the
comparative fee charged by the school in 2008-09 in 2009-10. The

tuition fee charged by the school in 2008-09 and 2009-10 was as

_ follows:-
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Class | Monthly Monthly | Increase in | %age
. | tuition fee | tuition fee | 2009-10 increase in
2008-09 (Rs.) |2009-10 (Rs ) | (Rs.) 2009-10

I 460 535 75 16.30%
Inm - 460 535 75 - 16.30%
I 460 535 75 - 16.30%
1\% 510 660 150 29.41%
\% 510 660 150 29.41%
VI 550 700 150 27.27%
VII 600 750 150 25.00%
VIII 610 - 760 150 24.59%
X - 730 , 880 150 20.54%
X 730 ; 880 150 20.54%

Although, the sé:hbol did not hike the fee to the maximum éxtent
which was permitted by the aforesaid order dated 11 /02/2009, the
hike was in exceés of tolerance limit of 10%. It, therefore, boils down
to the determinétion of the question whether the school did in fact

implement the recommendations of the VI Pay Commission.

| As observed suﬁra, almost 50% of the salary paid by the school,
was paid in cash. The school did méke some deposit of TDS but did
not file its quarterly r.e'turns. The Committee also finds that the
school mentioned wrong assesément years in the .challans of TDS
through which the péyments were made. This has also to be viewed
in light of the observatidn made by the audit officer that the balances |
of certain accounts as per the books of the accounts of the school did
not tally with the ﬁgu?res which were icarried ‘to the Income &
Expenditure Accounts. One of the accounts whose figures did not

tally was ‘Salary to staff’. Further, the aid taken by the school from its
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Parent Society, rose dramatically from Rs. 53,705 in 2008-09 to Rs.
5,15,000 in 2009-10. Significantly, the school showed an increase of

Rs. 9,17,965 in its expenditure on salary in 2009-10.

Considering all thése facts, the Committee is of the view that the
school did not actually implement the recommendations of the VI Pay

Commission. It merely showed its implementation in its books.

In view of thé aforesaid determination, the Committee is of ‘the
view that in the absence of actual implementation of the
recorﬁmendations of VI Pay Commission, the school could atbbest have
increased its fee by 10% in 2009-10. However, as reflected in the
above table, the fee hiked by the school in that year was between
16.30% and 29.41%. The Committee is of the view that the fee h;ked |
by the school in 2009-10, in excess of 10%, ought to be refunded
aloﬁg with interest @ 9% per énﬁum from the date of collectionAt'o: the
date of refund. However; since the school did not hike any fee in 2010-
11, the school may not ;efund any part of the fee Qf this year that was

hiked in the year 2009-10.
Recommendations:

In view of the foregoing discussion, the Committee is of the
view that the school ought to refund the fée hiked by it in 2009-
10 to the extent, the hike exceeds 10% of the fee charged by the

school in 2008-09. The aforesaid refund ought to be made along
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with interest @ 9% per annum from the date of collection to the

date of refund.

CA J.S. Kochar / Justice Anil Dev Singh (Rét&.) Dr. R.K. Sharma
Member Chairperson Member

Dated: 25/05/2015
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The Committee requisitioned the annual returns of the school
filed under Rule 180 of Delhi School Education Rules, 1973, the fee
schedules of the school fot the years 2006-07 to 2010-11, the eletails
of salary paid (including’ arrears) to the staff prior to as well as
subsequent to implementation of the recommendations of the VI Pay

Commission, the extent of fee h1ke effected by the school in pursuance

of order dated 11/02/ 2009 issued by the D1r<lactor of Education as well
as recovery of arrear _fee, from the concerned Dy. Director .of
Education. It appears thet after requisition by the Committee, the
Education Officer, Zone-26 wrote to the school to furnish the deta11s
as requlred by the Committee. In response, the school under cover of
its letter dated 31/01/2012, submitted the required details to the
!
Education Officer which were forwarded to thie office of the Committee.
On perusal of the aforesaid documents/details, the s'c.h‘ool was placed
in Category ‘B’ However, the Committee observed that the
details/documents furnished by the school were not adequate for the
purpose of examining the justifiability of the fee hiked by the school

and therefore, the school, vide letter dated 07 /05/ 2013, was issued a

questionnaire, seeking specific information regarding salary, tuition
|
- | '
fee, development fee, maintenance of development fund and

depreciation reserve fund.

In reply, the school, vide its letter dated nil (reeeived in the office

of the Committee on 23/ OS /2013, stated as follows:
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(a) It had implemented the recommendations of the VI Pay
Commission. The increased salary}to the staff was paid from
01/04/2009. In support, the school enclosed by way of
annexures, salary details of staff !for the month of March
2009 and April 2009.

(b) It had paid the arrears-of salary to staff which became due
on account of the retrospective application of
recommendations of the VI Pay Commission report, in two
installme_:nts- one in September 2009 releasing 40% of the
arrears and the sécond in March 2010, releasing the balance
60% of the arrears for the period January 2006 to March
~2009. In support, the school furnished employee wise details
of such arrears paid to the staff.

(c) With regard to hike in tuition fee, the school stated that..
initially the fee was hikéd in accordance with order dated
11/02/2009 issued by the Director of Education. The
recovery of arrear fee was also made as per the aforesaid
order. However, a representation was made to the Director
of Education on 6t May 2009 seeking approval of a further
hike in fee on account of inadequacy of funds for
implementation of VI Pay Commission report. The approval
was r’eceived from the Director of Education vide letter dated
27/08/2009. Accordingly a demand for further hike in fee

was raised from the students in September 2009.
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(d) With regard to development fee, the school stated that it was
charging development fee from the studen£s in all the five
years for which information was sought i.e. 2006-07 to 2010-
11. It gave utilisation of development fund. for purchase of
furniture, fixture and equipments in the respective years.
Further, it was stated that unutilised development fund was
carried over for the'subsequent year.

(e) The de&elopment fee is treated aé a capital receipt and
reflected separately under the head ‘Development fund’ in

the balance sheet.

() With regard to maintenance of development fund and

depreciation reserve fund in earmarked accounts, the school

stated that it was maintaining separate bank accounts for

such purposes.

Preliminary calculations were made by the Chartered
Accountants detailed with the Committee (CAs). The calculation sheet
as prepared by the CAs was perused by the Committee with reference
to the audited financials of the school and the information furnished
by it in reply to the questionnaire issued by the Committee. The
Committee felt that the entire funds available with the school ought
not Be considered as available for implementation of VI Pay
Commission report and -the school must maintain adequate reserves

for future contingencies and for meeting its accrued Habilities of
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giatuity and ieavé encashment. Moreover, the calctilation s'heet'had
been prepared without considering that the school had diverted funds
to its parent society and such information was discernible from the
audited financials of the school. Fﬁrther, ‘the Committee felt that
since the school had hiked the fee twicé- once originally as per order

dated 11/02/2009 and again 'after receiving approval fi‘om the

. Director of. Education for a further hike, the exact quantum of fee hike

ought to be examined fr(im the books of the accounts of the school
'and not merely from the audited financials where the figures under
different heads were clubbed. Therefore, the Committee issﬁed a
notice dated 26/ 06/2014, requiring fhe school to appear before the
Coxrimittee on 23/07/ 2014 and also produce its books of accounts,
fee records and salary records, the statement of account of the society
running the school, details. of accrued liabilities of gratuity and leave
encashment and a copy of thé cifcular issued to the parents reg_airding

fee hike for implementing the recommendations of VI Pay

Commission.

On the scheduled date, Ms. Abha Sehgal, Principal, Sh. P.D.
Joseph, Incharge-Accounts, Sh. Sanjay Nautiyal, Accountant and Ms.
Renu Budhimania, Accountant of the school appeared. They produced

the books of accounts of_ the school maintained in the software.
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The books of accounts .of the school were perused by the

Committee and the following figures, which are relevant for the

B-358 -

calculations to be made by the Committee, were extracted therefrom:

Particularé

F.Y. 2008-09 | F.Y. 2009-10

Arrear of Tuition fee for the period January 2006 to 25,36,796

August 2008 .

Arrear of Tuition fee for the period September 2008 38,76,633

to March 2009

Additional fee as permitted by the Director of . 75,52,684 1,32,73,104
Education vide its order dated 27/08/09

Arrear of Development fee (@ 15% of tuition fee. 5,81,595

Originally development fee charged @ 10% of tuition |

fee) ) : .
Regular Tuition fee 5,83,26,615 9,52,90,268
Arrear salary from January 2006 to March 2009 4,55,34,191

Provident fund on arrear salary 43,64,210

Regular salary 6,26,84,148 | 9,01,20,916
Provident fund on regular salary 60,54,457 75,69,489

The above figures were agreed to by the Principal and Accounts

Incharge of the school. they made the following endofsement at the

bottom of the aforesaid chart prepared by the

“We agree with these figures which have been taken from our

.Committee:

books of accounts and audited balance sheets.”

On 23/07/2014, the school did not furnish the details of its
accrued liabilities of gratuity and leave encashment. Further, instead
of filing the statement of account of the parent society, as appearing in

the books of the school, the school filed audited balance sheets of The

Ciyil Services Society, which is the'parent society of the school.
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The represéntatives of the school. were heard. During the
course of hearing, the representatives of the school conceded that the
development fee was originally charged @ 10% of the tuitic.)n fee for the
year 2008-09, as per the statement of fee filed by the school with the
Director of Education, under. section 17(3) of the Delhi School
Education Act, 1973. However, the arrears of incremental
development fee fof the period 01/09/2008 to 31/03/2009, which
arose on account of increase in tuition fee for that period, were

recovered @ 15% of the tuition fee.

Further with regard to maintenance of earmarked development
fund account, the school stated that it started maintaining such an
account only in 2010-11. However, they conceded that no earmarked

depreciation reserve fund account was maintained.

The school was required to provide an employee wise detail of its

‘accrued liabilities of leave encashment and gratuity as on

31/03/2008 and 31/03/2010. Further, the school was directed to
file the statement of bank account of development fund, since its
inception and upto 31/03/2010. The hearing was closed and the
representatives of the school were informed that in case it was felt
necessary by the Committee after preparation of the calculation- sheet,
a fresh hearing may be fixed. However, after conclusion of the hearing,
the Committee, vid¢ its letter dated 25/07 /2014, required to school to

furnish the statement of account of its parent society, as appearing in
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the books of the school, since the inception of the school and upto
31/03/2011. Further, as examination of the audited balance sheets
of the parent society revealed that it was receiving grants/donations
directly into the account of the society, the school was directed to
furnish copies of the letters sanctioning such grants by the respective

departments.

The school furnished the aforesaid details/documents under

cover of its letter dated 04/08/2014. It was also mentioned in this

letter that “no grants are received in the school” .

The Committee directed its audit officer to prepare a preliminary

39

calculation sheet, taking into account the figures of the arrear fee and

salary, the regular fee and salary, which had been culled out by the
Committee from the books of the accounts of the school and also
agreed to by the representatives of the school. The position Qf funds
already available with the school was to be reckoned with reference to
the audited balance sheet of the school as oﬁ 31/03/2008. The audit
officer was also directed to prepare a statement of grants received by
the school but transferred to its parent society as also the grants
received by the parent society directly. She prebared the following two

statements:
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Statement-1

Statement of funds diverted by the school to the Parent society

Financial Year

Total funds transferred

Capital grants

Other transfers

N

1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
2006-07

2007-08 -

2008-09
2009-10
2010-11
Total

32,000 32,000
47,656 47,656
12,763,723 12,763,723
2,092,183 2,092,183
3,575,367 3,575,367
61,421,441 55,000,000* 6,421,441
2,537,118 2,537,118
5,029,132 5,000,000* 29,132
5,017,930 5,000,000* 17,930
23,530,832 22,943,500* 587,332
23,047 ' 23,047
925,737 925,737
116,996,166 87,943,500 29,052,666

*These funds were initially received by the school from' the
Ministry of Personnel, Public Grievances & Pension but were
transferred by the school to its Parent Society. However, the
remaining funds of Rs. 2,90,52,666 were transferred by the
school to its Parent Society out of the revenues of the school.
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Statement-2

v

Grants received by The Civil Services Society upto 31.03.2011

Received from

Ministry of Defence, Govt. of India

Ministry of HRD

Ministry of Finance; Govt. of India (Customs & Central

Excise)

Ministry of Railways, Govt. of India

Ministry of Personnel, Public Grievances and Pension

Government of Kerala

Government of Andhra Pradesh
Government of Tripura

Government of Karnataka

Government of Uttranchal

Government of Madhya Pradesh

Reserve Bank of India

ITC Limited

Delhi Kalyan Samiti, Govt. of NCT of Delhi
External Affairs Spouses Association
External Affairs Spouses Association
External Affairs Wives Association

ICS/ IAS Wives Association

Foreign Services Wives Association

Delhi Kalyan Samiti, Govt. of NCT of Delhi
Total Grants

Amount

50,000,000
50,000,000

30,000,000
2,000,000
87,943,500*
500,000
2,500,000
100,000
2,500,000
500,000
200,000

10,000,000 -

10,000,000
3,500,000
150,000
400,000
200,000
100,000
200,000

Purpose as per the sanction letter

Financing the cost of the school
Construction cost of school
building

Setting up of school

Purpose not mentioned
Construction cost of school
Building

For construction of school building
For capital cost of school building
As grant-in-aid

Not specifically for Sanskriti
School

Sanction not available in file

As grant-in-aid

Building & Infrastructure

For additional facilities at Sanskriti

Completing Auditoriums & Hostels
For educational services

Support to school

Sanction not available in file
Sanction not available in file

Sanction not available in file
Construction of Annexe block of

1,000,000 school
251,793,500

*Initially received by the school but subsequently transferred to

the Society

The Committee checked the aforesaid two statements with

reference to the sanction letters provided by the school and found the

same to be in order.

For the reasons: stated.‘in the subsequent

paragraphs, the Committee directed its audit officer to include the

funds transferred by the school to the Society out of its own revenues,
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as part of funds available with the school, which could have been

utilised for implementation of the recommendations of the VI Pay

Commission. The Committee also directed its audit officer to include
the grants which had been received by the society directly in its
account, to the extent the same were not specifically directed to be
utilised for incurring of capital expenditure, as part of funds available
with the school which could have been utilised for implementing the

recommendations of VI Pay Commission.

As per the directions of the Committee, the audit officer
prepared the following calculation sheet for the purpose of examining
the justifiability of fee hike effected by the school for the purpose of

implementation of VI Pay Commission report:

TRUE cs\%

Secretary

© © 00 © 000 000 000 000 0060000006000 0 @




B-358
) Sanskriti School, Chanakyapuri, New Delhi-110021 000239

¢ e 6 0 0 ©

Statement showing Fund availability of as on 31-03-2008 and effect implementation of 6th Pay
Commission report and fee hike as order dt. 11/02/2009 and subsequent order of further fee hike
Particulars Amount (Rs.) Amount (Rs.)
Current Assets )
. Cash in hand
47,828
. Bank Balance
} 1,486,249
Fixed Deposits
31,699,608
’ Interest accrued on Fixed Deposits
1,787,397
Advance for Expenditure
9 22,590
Pre-paid Expenses
853,023
. Amounts recoverable
24,516 ]
Tax Deducted at Source 36,267,844
. 346,633
Less: | Current Liabilities
‘ Liability for Expenses
1,360,708
Security Deposits
147,817
/’ Caution Money
2,444,500
. Advance Fee received
(] 2,657,578
Earnest Money
. 30,000
o TDS Payable 6,659,892
19,289
Net Current Assets + Investments 29,607,952
. Add: | Funds diverted by the school to the parent
- society as per detail attached (other than 29,052,666
capital grants)
. Funds received by the society for the purpose 32,902,666
of school as per detail attached (Other than 3,850,000
N capital grants) .
. 62,510,618
Less:. | Arrear of Salary as per 6th CPC w.e.f. 01.01.06 to
- 31.03.2009 (Information provided by school) 49,898,401
. Incremental Salary as per 6th CPC in 2009-10 78,850,201
28,951,800
. Excess / (Short) Fund Before Fee Hike (16,339,583)
Add: | Arrear of Tuition fee for the period from 01.01.06
- to 31.08.08 (information provided by school) 2,536,796
. Arrear of Tuition fee for the period from 1.9.08 to
31.3.09 3,876,633
Additional fee as per order dated 27.08.2009 of
o DOE 20,825,788
Development fee arrear for 1.09.08 to 31.03.09@ |-
-. 15% 581,595
Incremental Tuition fee in 2009-10 64,784,465
36,963,653
. Excess / (Short) Fund After Fee Hike 48,444,882
Less: | Reserve for accrued liability for Gratuity and
- leave encashment
’ For Gratuity as on 31.03.2010
18,699,268
For Leave Encashment as on 31.03.2010
. . 4,129,329 22,828,597
Excess / (Short) Fund 25,616,285
o
11
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Excess fee recovered as above

Development fee refundable for non maintenance
of earmarked depreciation reserve fund acount

Charged in 2009-10

Charged in 2010-11

Less Reserve for future contingencies (4 months

salary)
Amount refundable

Working Notes

Salary & Provident Fund

Increase in Salary in 2009-10

Tuition Fee

Increase in Tuition Fee in 2009-10

Funds transferred by the school to the Parent Society

25,616,285
14,442,304

16,426,203 30,868,507

56,484,792

32,563,468

23,921,324

2008-09 2009-10

68,738,605 97,690,405
28,951,800

2008-09 2009-10

58,326,615 95,290,268
36,963,653

Financial Year

1999-00
32,000 32,000
2000-01
47,656 47,656
2001-02
12,763,723 12,763,723
2002-03 .
2,092,183 2,092,183
2003-04
3,575,367 3,575,367
2004-05
61,421,441 55,000,000 6,421,441
2005-06
2,537,118 2,537,118
2006-07 :
5,029,132 5,000,000 29,132
2007-08
5,017,930 5,000,000 17,930
2008-09
23,530,832 22,943,500 587,332
2009-10
23,047 23,047
2010-11
925,737 925,737
Total ) : .
116,996,166 87,943,500 29,052,666

Capital grants

Other grants
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Grants/ donations received by the Society for support to the school upto

31.03.2011

Received from

Ministry of Railways, Govt. of India
Govt. of Tripura

Govt. of Madhya Pradesh
Government of Uttranchal

External Affairs Spouses
Association

External Affairs Spouses
Association

External Affairs Wives Association
ICS/ IAS Wives Association

Foreign Services Wives Association

Amount

Purpose as per sanctioned letter

2

,000,000

100,000
200,000

500,000

150,000

400,000

200,000
100,000

200,000

Total Grants |

3,850,000 |

13

Purpose not mentioned
As graht—in-aid
As grant-in-aid

Sanction not available in file

For educational services

Support to school

Donations
Sanction not available in file

Sanction not available in file
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Grants/ donations received by the Society for support to the school upto 31.03.2011

Received from Amount Purpose as per sanctioned letter

Ministry of Railways, Govt. of India 2,000,000 Purpose not mentioned
Govt. of Tripura
Govt. of Madhya Pradesh

100,000 As grant-in-aid
200,000 As grant-in-aid

Government of Uttranchal 500,000 Sanction not available in file
External Affairs Spouses Association 150,000 For educational services
External Affairs Spouses Association 400,000 Support to school

External Affairs Wives Association 200,000 Donations

ICS/ IAS Wives Association 100,000 Sanction not available in file
Foreign Services Wives Association 200,000 Sanction not available in file
Total Grants 3,850,000

As per the above calculation sheet prepared by the audit officer,
the school had available with it funds to the tune of Rs. 2,96,07,952
as on 31/03/2008. F‘urther,_ a sum of Rs. 2,90,52,666 was
transferred by it to its parent society out of the. surplus generated by
the school from its revenues and a sum of Rs. 38,50,000 was .
received by the societ& which was meant for the use by the school but
had not been made over to the school. The aggregate of all these

amounts which were available or deemed to be available with the

T EEEEEREEEEREEEEEEEEE Y X

school was Rs. 6,25,10,618, which could have been utilised by the
school for implementation of VI Pay Commission report. However, the
school had accrﬁed liabilities of gratuity and leave encashment
amounting to Rs. 2,28,28,597 as on 31/03/2010, which the school
needed to keep in reservel, leaving a balance of Rs. 3,96,82,021

available with it. The total additional liability of the school on account

e 06 69 6 6 O

of implementation of VI Pay Commission was Rs. 7,88,50,201. The

school, thus, needed to raise so much of fee as to bridge the deficiency
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of Rs. 3,91,68,180. However, tﬁe total revenue generated by the
school by way of initial fee hike and recovery of arrear fee itself was
Rs. 4,39,58,677, which resulted in a surplus to the tune of
Rs.47,90,497. The school further recovered a sum of Rs.
2,08,25,788 by way of additional fee hike after receiving permission
from the Director of Education. Thus the school raised more fee than
was required and the excess amount available as a result of
unjustified fee hike amounted to Rs. 2,56,16,285. Further, it
appeared that the school was not fulfilling the pre-conditions
prescribed by Duggal Committee regarding charging of development
fee and on this account, the Committee was, of the prima-facie view
that the development fee charged by the school in 2009-10 and 2010-
11, in pursuance of order dated 11/02/2009 of the Director of
Education o'ught to be refunded. The amount charged on this account
in these two years amounted to Rs. 3,08,68,507 . Thus, the total fee
that was prima-facie found to be re.covered in excess was Rs.
5,64,84,792. Keeping in view, the requirement of the school to keep
funds in reserve for future contingencies, the Committee considered
that a sum of Rs. 3,25,63,468, which is equivalent to expenditure on
four months’ salary, ought to be kept in reserve and the school ought

to refund the remainder of the excess/ unj'ustiﬁed fee amounting to

Rs. 2,39,21,324.
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The preliminary calculation sheet, as above was furnished to
the school under cover of Committee’s letter dated 16/03/2015. The
school was given an opportunity to give its comments on the
preliminary calculations and also on the issue of refund of

development fee. The hearing was fixed for 24/03/2015.

On the aforesaid date, Sh.. P.D. Joseph, Accounts In-charge, Ms.
Renu Budhimania and Sh. Sanjay Nautiyal, Accountants of the
school appeared alongwith Ms. Prabhjot Kaur, Chartered Accountant.
They filed written submissions, dated 24/03/2015 and were also
heard. During the course of hearing, they disputed only the figure of
Rs. 3,29,02,666 which were taken as funds transferred by the school
to the parent society or the funds retained by the parent society which
were meant for the school. It was contended that some of the
payments made by the school to the Society were for fixed assets for
which the payments were initially made by the society. In this
connection, they brougl;lt to the notice of the Committee that the
Society had provided the following fixed assets and the amounts were

credited to the account of the Society with a corresponding debit to

the fixed asset account of the school;

Year Particulars Amount (Rs.)
1999-2000 | Furniture and Printing Machine 33,80,741
2000-2001 | Computers and Furniture Fittings 1,26,92,045
2001-2002 | Electrical Equipments 14,92,710
2002-2003 | Tata Sumo Vehicle 2,01,832
2002-2003 | EPABX System 26,336
2002-2003 | Electrical Equipments 37,00,036

|
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2003-2004 | Various Fixed Assets 6,19,408
2004-2005 | Electrical Equipments 18,276
2004-2005 | Fittings & Installations 19,603
2007-2008 | Tube Well 8,979

Total 2,21,59,966

Discussion & Determination:

1, Tuition Fee:

It would be in order to first set out the schedule of fee charged
by the school in 2008-09 and 2009-10 so as to see the extent of hike

effected by the school:

Tuition Fee:

Class 2008-09 2009-10 Increase
For children | For children of | For children | For children of | For children | For children of
of civil | general of civil | general of civil | general
servants category servants category servants category

Nursery 1524 2741 2444 4251 920 . 1510

toV

VI to X 1588 2832 2508 ' 4342 920 1510

XI to XII 1651 2923 2571 4433 920 . 1510

@ 0 00 000 69 06050 660 6060066060 6060 00000

X

g
v

As is apparent from the chart, the school follows dual fee
structure for students, one for children of civil servants and the other
for children of general category (other than civil servants). This has
to be viewed in the context of the funding structure of the school. As
observed supra, the Civil Services Society which has established the
school received total grants and donations amounting to Rs. 25.71
crores from the various ministries, departments and undertaking of

Govt. of India and various State Govts like the Govt. of Kerala, Andhra
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Pradesh, Tripura, Karnataka, Uttranchal and Madhya Pradesh. The
Committee wonders as to what prompted these State Governments to
give grants to a school which is situated outside their boundaries and
by no stretch of imagiﬁation, can they be subserving the purpose of
such States. The Society also received major grants from the Ministry
of Personnel, Public Grievanceé and Pension, Defence, HRD and
Finance. The aggregate améunt received from these Ministries is Rs.

21.79 crores.

During the hearing, the persons representing the school were
asked to explain the rationale for having different set of fee for the
children of civil servants on the one hand and the children of non civil
servants on the other. But they were reticent. However, it does not
require any brain storming to appreciate their predicament. The
reason for the aforesaid differentiation .is not far to seek. Securing
funds/donations from various quarters mentioned above appear to
serve as quid pro quo for the advantage bestowed on the children of
civil servants. It stems from the ability to secure funds/ donations
from the aforesaid sources. The funds are actually tax payers’
money, but unfortunately they have no say in the matter. The
classification seems to be based upon incident of birth of a child in a
particular family. It does not seem to be founded on any intelligible
differentia having a nexus to the object of imparting education to the

children. Preference to wards of civil servants in the matter of fee

-
ceT I

e RS

Lopat

. !'
i senoot Fel”
To7 Review of Sehodt Fey |




Py
37

.C....O‘.‘.OO-Q‘OC..O.C..000...0..

#
i

B-358

1
Sanskriti School, Chanakyapuri, New Delhi-110021 J g D 2 & 7

concession over the wards of non civil servants is arbitrary. Children
joining the same stream could not be treated differently in the matter
of fee fixation. Different set of fee for children of civil servants & other
children is not conducive to the principles of justice, fair play and
reasonableness. It creates inequality among the Children between
those Who come from the homes of civil servants and those who come
from not so privileged homes. The classification does not appear to
rest on any rational basis. In State of West Bengal vs. Anwar Ali

Sarkar, AIR 1952 SC 75, it was held as follows:-

“54.....The Classification must not be arbitrary but must be
rationale, that is to say, it must not only be based on some qualities or
characteristics which are to -be found in all the persons grouped
together and not in others who left out but those qualities or
characteristics must have a reasonable relation to the object of the
legislation. In order to pass the test, two conditions must be fulfilled,
namely, (I) that the classification must be founded on an intelligible
differentia which distinguishes those that are grouped together from
others, and (2) that that differentia must have a rational relation to the
object sought to be achieved by the Act. The differentia which is the
basis of classification and the object of the Act are distinct things and
what is necessary is that there must be a nexus between them.”

In Maneka Gandhi vs. Union of India, (1978) 1 SCC 248, it
was held that the guarantee against the arbitrariness is a great
equalising principle, a founding faith of the Constitution; and a pillar

on which rests securely the foundation of our democratic republic.

In E.P.Royappa vs. State of Tamil Nadu, (1974) 4 SCC 3, it

was held that the basic principle which informs Article 14 is equality
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and inhibition against discrimination. It was also observed that
equality is antithetic to arbitrariness. It will be apposite to quote the

following observation of the Supreme Court:-

Equality is a dynamic concept with many aspects and
dimensions and it cannot be cribbed, cabined and confined within
tfaditional and doctrinaire limits......... In fact equality and arbitrariness
are sworn enemies; one belongs to the rule of law in a republic while
the other, to the whim and caprice of an absolute monarch. Where an
act is arbitrary, it is implicit in it that- it is unequal both according to
political logic and constitutional law and is therefore violative of Article
14............Where the operative reason for state action, as distinguished
from motive inducing from the antechamber of the mind, is not
legitimate and relevant but is extraneous and outside the area of

permissible considerations.............

The classification can have lethal emanaﬁons as it creates two
groups of students based on status of their parents which makes

children class conscious.

We should not be understood as stating that there cannot be
different set of fees for students coming from poor families and those
who hail from affluent backgrounds. It is legitimate to give fee
concession to a gifted student belonging to a poor family. There could
be another category of students belonging to backward classes and

schedule castes, who can legitimately be charged a lower fee or no fee

20
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at all. But, making an invidious classification, as in instant case, is
forbidden. According to the school there was need to hike the fee to
implement the recommendations of the sixth pay commission over
and above the hike permitted to the school, on the ground that the
hike in accordance with the notification of the Directorate of
Education dated February 11, 2009, was not enough to cover the
shortfall for implementing the recommendations of the Sixth Pay

Commission.

We have considered the stand of the school. While the actual
requirement of the school for the fee hike will be determined in the
succeeding paragraphs, suffice to say at this stage that if the
concession in fee was not given to a class of students, who do not fall
in the category of weaker sections of the society, perhaps,‘there would
have been no need to ask for a hike in fee, the second time by the

school.

Having carefully examined the background of the case, the
question relating to the quantum of fee hike has to be holistically viewed.
The Committee notes that the school initially hiked its tuition fee by Rs.
400 per month for the children of civil servants and Rs. 500 per month
for the children of general category. However, the school made a
representation to the Grievance Redressal Committee which was
constituted vide para 10 of the aforesaid order dated 11/02/2009, vide

which it represented that the fee hike allowed by the aforesaid
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order, was not sufficient for the school to be able to fully implement
the recommendations of the VI Pay Commission. The school initially
represented that asi againét a hike of Rs. 400 per month and Rs. 500
per month as allowed by the aforesaid order, the school be allowed to
|
hike the fee by Rsi. 1000 per month and Rs. 1250 per month for
children of civil servants and general category respectively. After
providing a hearing to the school, the Public Grievances Committee
recommended a hike of Rs. 920 Vper month for the children of civil
servants and Rs. 1510 per month for the children of general category
w.e.f. 01/09/2008. This is rather surprising. Whﬂe the school
claimed a differential of Rs.250 per month in the fee hike between the
children of Civil Servants and those of genéral category, the Grievance
Committee increased the differential to Rs.590 per month. The
decision of the Grievance Committee appears to be unconscionable, to

say the least.

As regards the actual calculations, the school expressed

reservations only on the issue of funds diverted by the school to the

'Society or those which were meant for the school but went into the

coffers of the Society, to be included in the funds available with the
school for the purpose of implementation of 6t Pay Commission
Report. Rest of the calculations were not disputed. It is necessary at
this stage to examine the contention of the school that the funds

which were transferred to the Society, were partly on account of the

TRUE Cdfty

22

Secretary

For Review of Sciool %fe;e, A



© 0 GO © 000 060606 000 060060660 000 000 0co0 0.0

-
o0

B-358

Sanskriti School, Chanakyapuri, New Delhi-110021 U D O 2 5 I

payment of fixed assets of the school, which were initially paid for by
the Society. The amount on this account works out to Rs.

2,21,59,966.

The contention of the school, although technically correct, does

not entitle the school for anj? relief for the following reasons:

(@) The Society had not -contributed anything for the
development of infrastructure or creation of fixed assets.
From the Balance sheets of the Society, which were
furnished by the school itself, it is apparent that it was
created with a corpus fund of just Rs. 1,57,200. Rest of the
money came in by way of donations and grants mainly from
various departments of Central Government and various
State governments. Wherever, such grants were specified to
be meént for incurring capital expenditure, the Committee
has already excluded them from the funds available for
implementation of 6t Pay Commission Report.

(b) Acquisition of fixed assets is a capital expenditure which
cannot be recovered from the students as it cannot form part
of the fee structure (see Modern School Vs. Union of India &
Ors. (2004) 5 SCC 583) |

(c) The transfer of funds by the school to the Society is
forbidden under the law iaid down by the Hon’ble Supreme

Court in t:he case of Modern School vs. Union of India, supra
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and Action Committee Unaided Pvt. Schools and Ors. v.
Director of Education and Ors. 2009 (1 1) SCALE 77. ~
(d) As per secition 18(3) of the Delhi School Education Act, 1973,
every recognised unaided school shall create a fund to be
called “Recognised Unaided School Fund” and there shall be
credited thereto income accruing to the school by way of (a)
fees, (b) any charges and payments which may be realised by

the school for other specific purposes, and (c) any other

contributions, endowments, gifts and the like.

Further Rule 175 of the Delhi School Education Rules, 1973
require that the accounts with regard to Recognised Unaided
School Fund shall be so maintained as to exhibit clearly,

inter alia, endowments, gifts and donations.

(e} Although, in view of the funding pattern of the school, there
is no need for maintenance of any reserve for future
contingencies, the Committee has made the calculations,
setting apart a sum of Rs. 3,25,63,468, which is equivalent

to four months’ salary.

In view of the il'oregoing discussion, the Committee is of the view
that no adjustment is required to be made to the preliminary
calculations made by the Committee. The school had already
recovered a sum of Rs. 47 90,497, in excess of its requirements in the

first instance itself i.e. by hiking the fee and recovering the arrears as
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per order dated 11/02/2009. The Committee is further of the view
that there was no need for the school to approach the Grievances

Committee seeking a further hike and also there was no justification,

- whatsoever, for the Grievances Committee to grant a further fee hike

which was more than that sought by the school, particularly to the
disadvantage of the students belonging to the General Category. The
additional amount recovered by the school pursuant to the

recommendations of the Grievances Committee was Rs. 2,08,25,788.

2. Incremental development Fee:

The representatives of the school fairly conceded during the course

of hearing that the school was originally charging development fee @

10% of tuition fee. However, while recovering the arrears of the
differential development fee which arose on account of increase in
tuition fee w.e.f. 01/09/2008, the school recovered the same @ 15% of
the tuition fee. The representatives of the school offered no
explanation as to why it was done. The Committee is of the view that
para 14 of the order dated 11/02/2009 which permits development
fee to be charged at a rate not ekceeding 15% of tuition fee, is
prospective in nature and cannot be invoked to recover the arrear of
differential development fee @ 15% if the schools were charging the
same at a rate lesser than 15%. The Committee finds no fault with
the school charging development fee @ 15% of tuition fee w.e.f.

01/04/2009, subject to fulfillment of the specified conditions. For

25
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recovering the arrears of di'fferentialj development fee for the period
Oi /09/2008 to 31/03/2009, para 15},of the aforesaid order is relevant
which mandates that the hike in éevel;)pment fee on account of
increase in tuition fee is to be uiilised for meeting shortfall in
salary/arrears only. Since the school was charging development fee
only @ 10% of tuition fee, it could recover the arrears of differential
developrﬁent fee also @ 10% of the differential tuition fee. Any recovery
in excess of 10% w.e.f. 01/09/2008 would amount to hiking the fee in
the mid session which is -proscfibed by secﬁén 17(3) of the Delhi
School Education ‘Act, 1973. As per the figures agreed to by the school
and also emanating from its books of accounts, the- -diffe'rential
development fee for the period 01/ Oé/ 2008 to 31/03/2009 was Rs.
5,81,595 and differential tuition fee for the correspondlng perlod was
Rs. 38,76,633. The Committee is of the view that the school was
justified in recovering only Rs. 3,87,‘7663 as differential develolgment ,
fee for this period. The excess 'amoul;lt of Rs. 1,93,932 was recovefed
in contravention of law. However, since this amount has already been
taken- into account while determining the refund of tuition fee, no

separate recommendation is réquired to be made in this regard.

3. Regular Development Fee:
) l

As per the information furnished by the school, the development

fee charged and utilised by the school for the speciﬁed purposes of

purchase of furniture, fixtures and equipments, was as follows:
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Particulars 2006-07 2007-08 2008-09 2009-10 2010-11
*Opening balance of | 2,17,51,474 | 2,59,50,504 | 3,00,94,340 | 3,66,14,620 | 4,80,34,872
development fund

Development Fee Charged -49,27,322 51,70,812 69,51,030 | 1,44,42,304 | 1,64,26,203
Development Fee utilised 7,28,292 10,26,976 4,30,750 30,22,052 72,38,345
*Closing balance of | 2,59,50,504 | 3,00,94,340 | 3,66,14,620 | 4,80,34,872 | 5,72,22,730
development fund )

Balance held in earmarked 0 0 0 0} 3,59,36,253
development fund account )

Balance held in earmarked No such account maintained.

depreciation  reserve  fund

account

*The opening and closing balance of development fund have been worked out based on the
information furnished by the school and are not in agreement with the balances appearing in the
balance sheets as in some years the school has not deducted the utilisation of development fund
from the development reserve account.

As is apparent from the above table, the school was not keeping
the unutilised development fund in an earmarked account till 2009-
10. It opened the development fund account only in the year 2010-
11. Further, the school was admittedly not maintaining any
earmarked depreciation reserve fund. In its written submissions
dated 24/03/2015, the school stated that with regard to Depreciation
Reserve Fund, the school has been following the instructions
contained in Clause No.14 of the DOE letter dated 11/02/2009.
Consequently, the school has been maintaining Depreciation Reserve

Fund by transferring an amount from Income & Expenditure account

equivalent to annual depreciation charged during the year.

It is apparent from the submissions of the school that it is
maintaining a Depreciation Reserve only in its books of accounts. No
funds have been earmarked against such reserve. The same position

is also apparent from the audited Balance sheets of the school.

¢

Maintenance of earmarked fund accounts for parking unutilised

development fee and the accumulated depreciation on assets acquired
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out of development fee are the essential pre conditions for the schools
to charge development fee. The concept of development fee in
recognized unaided schools was introduced for the first time when the
Director of Education issued an order no. De.15/Act/Duggal.Com./
203/99/23033-23980 dated 15/12/1999, which was issued in
pursuance of the recommendations of Duggal Committee constituted
by the Hon’blé Delhi High Court in the case of Delhi Abhibhavak .
Maha Sangh vs. Union of India AIR 1999 Del 124. Para 7 of this order

read as under:

7. Development fee, not exceeding ten per cent of the total
annual tuition fee may be charged for supplementing the
resources for purchase, upgradation and replacement of
furniture, fixtures and equipment. Development fee, if
required to be charged, shall be treated as a capital receipt
and shall be collected only if the school is maintaining a
Depreciation Reserve Fund, equivalent to the depreciation
charged in the revenue accounts and the collection under
this head along with and income generated from the
investment made out of this fund, will be kept in a
separately maintained Development Fund Account.

The aforementioned order of the Director of Education was
considered by the Hon’ble Supreme Court in the case of Modern

School vs. Union of India (2004) 5 SCC 583 and it was held as

follows:

25. In our view, on account of increased cost due to inflation,
the management is entitled to create Development Fund
Account. For creating such development fund, the management
is required to collect development fees. In the bresent case,
pursuant to the recommendation of Duggal Committee,
development fees could be levied at the rate not exceeding 10%
to 15% of total annual tuition fee. Direction no.7 further states

" --—~-——;_-\
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that development fees not exceeding 10% to 15% of total annual
tuition fee shall be charged for supplementing the resources for
purchase, upgradation and replacement of furniture, fixtures
and equipments. It further states that development fees shall be
treated as Capital Receipt and shall be collected only if the
school maintains a_depreciation reserve fund. In_our view,
direction no.7 is appropriate. If one goes through the report of
Duggal Committee, one finds absence of non-creation of
specified _earmarked fund. On going through the report of
Duggal Committee, one finds further that depreciation has been
charged without creating_a_corresponding fund. Therefore,
direction no.7 seeks to introduce a proper accounting practice to
be followed by non-business _organizations/not-for-profit
organization. With this correct practice being _introduced,
development fees for supplementing the resources for purchase,
upgradation _and_replacements of furniture and fictures and
equipments is justified. Taking into account the cost of inflation
between 15% December, 1999 and 31st December, 2003 we are
of the view that the management of recognized unaided schools
should be permitted to charge development fee not exceeding
15% of the total annual tuition fee.

Para 14 of the order dated 11/02/2009 issued by the Director of
Education is essentially a repeat of direction no. 7 of order dated
15/12/1999 which was the subject matter of consideration of the
Hon’ble Supreme Court, except that the outer limit of charge of
development fee has been raised from 10% to 15% in accordance with

the judgment of the Hon’ble Supreme Court.

In view of the law laid down by the Hon’ble Supreme Court, the
development fee has to be collected only if the school maintains a
depreciation reserve fund equivalent to the depreciation charged.
Admittedly, the school has not maintained any earmarked fund in
respect of depreciation charged on the assets acquired oﬁt of

development fee. The Committee is, therefore of the view, that since
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this essential pre condition for charging development fee was not
fulfiled by the school, it was not authorized to charge any

development fee at all. The Committee is of the view that the

development fee charged by the school in the year 2009-10 amounting

to Rs. 1,44,42,304 and Rs. 1,64,26,203 in the year 2010-11 was not

in accordance with law and ought to be refunded.

Final Determinations:

The Committee is of the view that the school ought to refund the
following amount to the students out of the fee hike and the additional
fee hike effected by it in pursuance of orders dated 11/02/2009 and

27/08/2009 of the Director of Education:

S.N. | Particulars Amount
(Rs.)

1 Out.of the fee hike and arrear 47,90,497
recovery as per order dt.
11/02/2009

2 Fee hiked as per order dated 2,08,25,788
27/08/2009

3 Regular Development fee for|3,08,68,507 | 5,64,84,792
2009-10 and 2010-11

Less: Rese:rve for future _ 3,25,63,468
Contingencies (equivalent to :

four months’ salary)

Net amount refupdable 2,39,21,324
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Recommendations:

The Committee therefore recommends that:

1. The school ought to refund a sum of Rs. 2,39,21,324 as
per the above details, along with interest @ 9% per
annum, from the date of colléction to the date of refund.

2. The Director of Education ought to consider whether the
dual fee sfruct_ure of the school for the children of civil
servants and children of general category Ais in
accordance with law and principles of equity in view of

the observations made by the Committee.

Recommended accordingly.

Sdi-  sdi- Sdi-

CA J.S. Kochar Justice Anil Dev Singh (Retd.) Dr. R.K. Sharma
Member Chairperson Member

Dated: 01/05/2015
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1. With aview to elicit the relevant information from the schools with
regard to the basic questions, whether or not the schools had
implemented the recommendations of the Sixth Pay Commission and if
so, whether or not the fee was hiked for the purpose of implementation
thereof, a questionnaire prepared by the Committee was issued to the
Managers of all schools on 27.02.2012 with the request that the

information be furnished to the Committee within Seven days.

2. The school did not respond to the questionnaire within the
specified time. However, the returns filed by the school under Rule 180 of
the Delhi School Education Rules, 1973 were received by the Committee

on being requisitioned from the concerned Deputy Director of Education.

3. On examination of the aforesaid returns by the Committee, it

prima facie, appeared that the school had increased the fee in terms of

o &6 6 & &6 & 06 & 20 60 ¢ 0 00 9 0o

the order of the Director of Education dated 11-02-2009 as well as
implemented the recommendations of the sixth pay commission. In this

view of the matter the school was placed in category B’.
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4, With a view to verify the returns, the Office of the Committee vide
its notice dated 11.06.2012, required the school to appear on 10.07.2012

and to produce entire accounting, fee and salary records for the years

+ 2008-09 to 2010-11 and to furnish reply to the aforesaid questionnaire.

5. On 10.07.2012 Sh. Jitender Bansal, TGT of the school attended
the Office of the Committee and produced the record for the scrutiny by
the Audit Officer of the Comfnittee. Reply to the questionnaire was also
filed. As per the reply;-

(1) The school had implemented the recommendations of the 6t Pay
Commission w.e.f. 01.04.2011.

(i)  The school had hiked the fee in terms of the order of the Director of
Education dated 11.02.2009, w.e.f. 01.04.2011,

(iii)  The school had not collected development fee from the students.

6. The record, in the first instance, was examined by Mrs. Sunita
Nautiyal, AAO of the Committee. She observed to the effect that the
school hiked fee by 10% in 2009-10 and 2010-11. The school has
claimed to have implemented the recommendations of the 6t Pay

Commission w.e.f April 2011, therefore its records for 2011-12 needed

Page 2 0f 8
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verification. The school was directed to produce fee and salary records for
2011-12 on 06.06.2013.

On 06.06.2013, Sh. Sandeep Jain, Accountant of the school
attended the office of the Committee but did not produce complete
records. The school was again directed to produce its complete record on
10.06.2013.

On 10.06.2013, Sh. Sandeep jain, Accountant of the school produced
the required rec_ord; The'Audit Officer of the Committee examined the
record and observed that;-

(1) The school has hiked fee w.e.f. April 2011 by 36.98% to 46.79%
for different classes.
(ii) " The school claimed to have implemented the recommendations
of the 6th, Pay Commission w.e.f, April 2011.
The Audit Officer after examination of the original record pfoduced

by the school for scrutiny returned the same to the representative of the

school.

7. By notice dated 09.03.2015, the school was asked to appear on

27.03.2015 along with entire accounting, fee and salary records for the
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years 2008-09 to 2010-11 for the examination of ‘the same by the

Committee and for affording an opportunity of hearing to the school.

8. On 27.03.2015, Sh. Jitender Bansal, Vice Principal and Sh.
Sandeep Jain,v Accountant of the school appeared before the Committee

but did not produce any record for the examination by the Committee.

Since, the Audit Officer had not indicated whether the salary was
paid in cash, by account payee cheques and ‘bearer cheques, the school
was again directed to produce books of accounts, salary records, TDS
returns and bank statements for the year 2011-12 before the Audit

Officer of the Committee on 06.04.2015 for verification.

9. On 06.04.2015, Sh. Jitender Bansal, Vice vPrincipal and Sh.
Sandeep Jain, Accountant of the school produced the requisite record

before the Audit Officer of the Committee. The Audit Ofﬁcér examined the

record and observed to the effect that;-

(i) The salary to the staff after the purporfed implementation of the

recommendations of the 6%, Pay Commission had been paid through

bearer cheques.
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(i) ~ The amount of salary paid to the staff in May 2011, after purported

implementation of the recommendations of the aforesaid Commission
i

was Rs. 6,29,919/-, b!ut the same for the month of March 2012 was Rs.

4,39,027/-. Explaining the region for the reduced figures of salary in

March, 2012, it was stated by the representatives that this happened

because some of the teachers were on leave without pay during that

period.

(iiif The school produced a one page copy of the TDS return for the
year 2011-12. The details of the employees in respect of whom, tax had

been deposited was not available with the school.

10. We have gone through the record, observations of the Audit Officer
of the Committee and the submissions made by the representatives on
behalf of the school. The following chart, which is culled out from the

record would show the exact extent of hike in tuition fee during the years

2009-10 and 2011-12: -

Page 5 of 8
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Class | Tuition | Tuition | Tuition Tuition | Tuition Tuition | Tuition
Fee Fee | Fee Fee Fee Fee Fee
during | during |increased | during | increased during | increased
2008- [ 2009- '|in 2009-|2010- in 2010-|2011- |in 2011-

09 10 10 11 11 12 12
TtoV | 450 495 45 545 |50 800 255
VI to| 500 550 , |50 1605 55 1865 260
vim | | |

IX 550 605 55 670 65 935 265

X 600 660 | |60 730 70 1000 270

11. - From the above, it is manifest that the school has increased the
fee during the years 2009-10 and 2010-11 by 10% for all classes.
During 2011-12, the hike in the tuition fee was in excess of the

prescribed limit of the order dated 11-02-2009 of the Director of

Education.

12. According to school it has implemented the recommendations of
the 6t Pay Commission w.e.f. 201 1.-12, but salary to the staff has been
paid through bearer cheques. Similar modus operandi has been adopted
by several schools to show implementation of the recommendations of

the 6% pay Commission on paper but in actual practice it is not

implemented.
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The assertion of such schools that salary is paid by cash or by
bearer cheques gives a lie to the stand of the school that it had
implemented the recommendations of the 6th Pay Commission as there is
no plausible and convincing reason, why the payments were not made by

bank transfer or by account payee cheques.

Furthermore, the total salary for the month of March, 2012 had
been reduced substantially for the ostensible reason that some staff
members were on leave. The reason behind the reduction of salary,
stated by the school is not acceptable to us as it appears that some or
the other staff member is shown on leave to justify the salary cut. It is a

balancing act and a clever gimmick but can not be permitted to work.
13. As per record the school has not charged development fee.

RECOMMENDATION

Re. Fee Hike

Since the school has hiked the tuition fee in 2011-12, in
excess of the prescribed limit of the order dated 11-02-2009 of the
Director of Education, without implementing the recommendations
of 