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Itis IT

Most consider that the greatest invention in mankindowever as with all things nice, there are a few|ill
has been the invention of the wheel. The wheel seffects. Computer security is a very relevant isque
in motion the unending cycle of discoveries ands hacking, virus, bugs can threaten to destrpy/
innovations, it laid the foundation for the never endinghodify/ distort information and thus is a major sour¢e
path towards more progress. The innovation that systems risk. Today such is the over dependepce
next comes closest to the invention of the wheel th the computer, life comes to a standstill in the event
terms of its impact on mankind is that of the computess any disruption to this service. People are losihg
Speed, accuracy, consistency, the inexhaustible abilifsir pasic computing and language skills owing to
to process and store large amounts of data @fis over reliance and natural cognitive abilities gre
different types; these are some of the characterist'@éing lost to the mechanized superiority of the
of the computer that have reshaped mankind. oo ter. Increasing dependence on the virtual warld
To know when the computer was invented depends internet pulls away people from the real worl,
upon how we define a computer. In its earliest avatahat sessions replace conversations with family and
computers were mechanical devices that were usgénds, human emotions get replaced by emoticdns
as counting sticks and used as early as 35000 Bldmotional icons’ used to portray feelings through
They re- emerged upon discovery by Charlege medjum of computer) as people spend more time
Babbage in 1822 as ‘difference engines’, capable @iy the computer machine than with fellow humdn
performing complex mathematical sums. The firgleings. Orthopedic and visual problems are on the
real functioning binary cpmputer was invented by A<a que to spending long hours before the computer
German, Karl Zuse during World War Il and Wagcreen. |ncreasing usage of computers also has

_used to explore several ground-preakipg te(?hnologi%ral issues owing to the easy availability of all types
in calculator development: floating-point anthmetlcmc information. Also because of the speed and

hl_gh-capacuy {1 e a”‘?' mo.dulles I vastness of the networked structure, it is difficult fo
Since then advancement in this field has been vefyntain any damage by way of malicious informatidn,

rapid. While initially the application of computer WaSymours, frauds, money laundering, terrorism etd.
limited to military and technical functions, today thel_

, ! . lhe June issue of the Management Accountant
use of computers is all pervading, an integral part ﬂ

our lives. The world today is at the tip of one’s fingers'gh“ghts G L LA el el ) ol ]

at the click of a mouse. Education, health, financg?mpu_t_e_r' TheyI aregenieye opener to the immepse
medicine, sports & entertainment, day-to- dagos&bl.lltles of this wonderful device for the betterm
administration, commerce, communication, scienc@f SOCiety, economy, trade and commerce. What

there is no area that is untouched by the magic of tAg"aps needs to be remembered is that it is time we
computer. Computer skills today are even replacidg©Veé away from the thinking that the computer is the

social and human needs like social and professiofaster of the universe and that we are slaves to . It
networking, rediscovering friends after a long timeShould best be treated as a strength that shoul
etc. One landmark development of Computetparnessed for making our lives better, faster, efficignt
technology has been the internet. A storehouse @td more peaceful. If we fail to recognise it any faster,
knowledge and a communication platform, the internée Will soon be facing a Frankenstein that we mgy
has lent credence to the adage” (with the power B@ve given birth to but will soon be regretting having
the internet) the world has become my oyster”. ~ created.
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My dear Professional Colleagues,

With the election of the new government, stability and growth are assur¢—
the next five years. On behalf of the Institute | extend our heartiest congratt
to Dr. Manmohan Singh, Hon’ble Prime Minister for constituting a vibrant
energetic team of Ministers to lead the country on its growth path. | also €
our heartiest congratulation to Shri Salman Khursheed, Hon’ble Minist¢
Corporate Affairs & Minority Affairs and we look forward to the guidance
the Hon’ble Minister for Corporate Affairs to further accelerate the growi
the profession of cost and management accountancy and enable it to ¢
to play its proactive role in the development of the country.

The slowdown of the economic reforms due to various factors will now e
pursued with more rigors that put India on a different pedestal. Finance Minister’s statement that fhe next
round of stimulus package would be through reforms and investment into infrastructure is a welcgfne step
which will boost the economy. Fiscal reforms, financial innovation, convergence with internationg| best
practices, world-class infrastructural support through investment into roads and energy, agricultfire and
rural development, cutting edge R&D; these are areas that require immediate attention. Educdfjon and
Health sector need immediate attention to sustain the growth and balance the socio- economic cgluses. To
sustain and improve the growth rate, there are many challenges. Effective resource management||s the key
to accelerated economic growth. The return on investment has to be higher than the resources invgsted and
this can happen through improved productivity and using good managerial practices, which is the dgmain of
Management accountants. Apart from government action and initiative, we at ICWAI also have to piay our
role in carrying the reform process further and extend our helping hand through our professional ekpertise
to the cause of building an economically stronger country.

As you may be aware, the enactment of the Cost and Works Accountants Act 1959 completed 50|fears on
May 19, 2009. To commemorate this event a function was organized at Kolkata on that day. | pjace on
record the great efforts, sacrifices and contributions, made by successive Councils, for upholding thejprestige
of this great Institution, and also simultaneously striving hard for its growth, which has resulted in |JCWAI
being considered a force to reckon with today in imparting knowledge on Cost & Management Accolntancy
in India and abroad. This would not have been possible, but for the efforts of the leaders in the p@st, who
had a clear vision and executed the same, with zeal and mission, to reach the pinnacle of glory, whjch it has
attained by completing 50 years after the Act was born 6riviE§ 1959. The contributions of the pggt
leaders have been immense which has to be acknowledged by one and all. No history will be ¢phmplete
without acknowledging the contributions of all those who strived hard to make it a success, especially all the
senior members and past presidents who are no more with us.

The Board Meeting and other committee meetings of SAFA were held at Dhaka on May 8, 2009§(SAFA

has been taking a number of initiatives for the development of the profession in the SAARC regijlu and a
number of action plans were drawn up to this effect. The Institute of Cost and Management Accaintants
of Bangladesh organized an International Seminar on May 10, 2009 on Cost Audit and | had the prijjlege of
addressing the conference on “Cost Audit in India — Past and Future”.

The Northern India Regional Council of ICWAI organized a Workshop at New Delhi on May 12, 2(Jp9 to
discuss the recommendations of the Expert Group. The meeting was attended by a large humbefjof CFOs
and Heads of Finance of different public and private sector organizations as well as the membe(fs of the
Expert Group.

A5 4
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As informed through these pages earlier, ICWAI has been actively coordinating with different Reggllators
and the Banking Sector. | had the privilege of meeting Shri C. R. Bhave, Chairman and Dr. K. M. Abfaham,
Whole Time Member, Securities and Exchange Board of India along with Shri A. S. Durga Prasagl, Vice
President and Shri A. N. Raman. The meeting was very fruitful where we could share views and pipposals
of the Institute in the area of enterprise governance and the role of our profession.

The Southern India Regional Council organized a Practice Enrichment seminar at Kochi on May|23-24,
2009. My congratulations to the SIRC team for taking the initiative of an introspective session of intefactive
discussion amongst the practitioners. The seminar has kick started the process of wider consultationfamongst
the practitioners in the Region. | am sure other Regions will also organize such seminars and diqussion
sessions.

| had a very fruitful meeting with Mr. Andrew Harding, Director, CIMA in Mumbai. We have also initigted
discussion to formalize a system of recognizing the CPE Hours on reciprocal basis granted by ICVYAI and
CIMA for giving credit to the members of the respective bodies.

As you are aware, the Limited Liability Partnership Act has been a major initiative of the Minis!y of
Corporate Affairs and the Act has opened new ways of doing business. Ms. Renuka Kumar, I1Af#, Joint
Secretary, Ministry of Corporate Affairs (MCA) had a meeting with the office bearers of ICWAI, |[CAI

and ICSI along with Mr. Sajjan Singh Yadav, IAS, Deputy Secretary, MCA and Mr. Jaikant Singh, Difctor,
MCA on May 26, 2009 at New Delhi. There is need of wide dissemination of information regardifjg the
LLP Act and the e-portal developed for LLP registration. It has been decided that all the three profgssional
Institutes would organize programs at its various Regional Councils and Chapters in collaboratign with
MCA and NIC. National level Master Trainers Workshops would also be organized in major cities'mhere
the faculty of NIC would train a small group of our people who would in turn train the participalpts at
different programs. | have already requested the Regions and Chapters to take necessary stefis in this
regard and | am sure our members will be benefited by attending the programmes.

I have been requesting our members to critically examine the Expert Group Report and send|lis their
observations and suggestions. The response of the Council of the Institute must be sent to the Miflistry by
June 24, 2009. | request all members, who are desirous of sending their comments and observatioJ&, to send
their views to the Technical Directorate of the Institute at New Delhi by June 15, 2009 to enable usjio send

a consolidated view to the Ministry.

The current issue of the journal highlights new applications of Information Technology. | am sure rpaders
will benefit from the articles.

With warm regards

Yours sincerely,

Kunal Banerjee
President

A5 4
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2 " or obtain information on financial
e o B a.n kl n g . A TOO I fo r products and services through a public
g or private network, including the
P rOS pe rlty Internet. Customers access e-banking
services using an intelligent electronic
device, such as a personal computer
Dr. A. Subbiah* (PC), personal digital assistant (PDA),
*k automated teller machine (ATM), kiosk,
M. Selvakumar or Touch Tone telephone. While the
Introduction Today’s banking is virtual Banking. risks and controls are similar for the
ndia has always placed a high valuirtual banking denotes the provisionvarious e-banking access channels, this
| on knowledge. Our ancient©f banking and other related servicepaper focuses specifically on Internet-
philosophic traditions hold that or through the extensive use of IT, withoutbf_:lsed services due to the Internet’s
knowledge is one of the three mairflirect resource to the bank bywidely accessible public network.
paths to salvation. We have alsdustomers. The principal types of virtual  Banking transactions can range from
believed that knowledge should not bdanking service include Automatedsomething as basic as a retail account
the preserve of a few, but should bdeller Machines (ATMs), shared ATM palance inquiry to a large business-to-
shared with all who can benefit. networks, Electronic Funds Transfer abusiness funds transfer. E-banking
Converting knowledge into income andPoint of sale, smart cards, stored valugervices, like those delivered through
wealth through technology andcards, phone banking, home bankingsther delivery channels, are typically
commercialization of knowledge areinternet and intranet banking. classified based on the type of customer
relatively new to us. However, we have  In this background, it is important they support. The following table lists
begun the process of adjusting to thiso analyze some aspects of E-Bankingome of the common retail and
new reality. i.e. banking on the Internet. This papewholesale e-banking services offered
The information technology hasprimarily discusses about e - bankindy financial institutions.
revolutionized various aspects of oufrom the perspective of the services oE-Banking Support Services
life. The world at large is rapidly enteringProducts provided to customers. In addition to traditional banking
into the ‘Net Age’. Internet is an inter E-Banking - Definition products and services, financial
connection of computer communication g _panking is defined as theinstitutions can provide a variety of
networks covering th_ewholeworld.Theautomated delivery of new andservices that have been designed or
growth and expansion of Intemet anq, , jitjonal banking products andadapted to support e-commerce.
information technology have facilitated ;o\ ices directly to customers througtManagement should understand these
the emergence of E-commerce. electronic, interactive communicationservices and the risks they pose to the
When the business and commercghannels. E-banking includes thenstitution. This section discusses some
tend to be on the electronic modessystems that enable financial institutiorof the most common support services:
banking can never remain isolatedcystomers, individuals or businessesyeb linking, account aggregation,
When E-commerce refers to carrying oRp access accounts, transact busineglgctronic authentication, website
business transactions electronically, it
covers any form of business including

banking. Hence, E-banking implies Common E-Banking Services
performing basic banking transactions

Retail Services Wholesale Services
by customers round the clock globally
through Electronic Media. Modern| Account management Account management
banks have to be well versed in gijj| payment and presentment Cash management
information technology - its users an = : —
application. New account opening Small business loan applications,
*Reader, PG and Research Dept. of Consumer wire transfers approvals, or advances

Commerce, Sri SR N M College, Sattur. | Investment/Brokerage service$ Commercial wire transfers
** |ecturer, PG and Research Dept. of
Commerce, Ayya Nadar Janaki Ammal
College, Sivakasi, Tamil Nadu. Account aggregation Employee benefits/pension administration

Loan application and approval Business-to-business payments

432 the management accountant, June, 2009



Cover Feature

hosting, payments for e-commerce, andnalyze and manage their variousignatures and records in commercial

wireless banking activities. account portfolios. Some aggregatoreind consumer transactions so as to
Weblinking use the customer-provided user IDs androvide more legal certainty and
A large number of financial passwords to sign in as the customepromote the growth of electronic

e e Sla i i Worldonce the customer’s account iscommerce. The development of secure
i WehASome wabs e Strictlyaccessed, the aggregator copies thégital signatures continues to evolve
i ersonal account information from thewith some financial institutions either

informational, while others also offer PS'>°" : . oy :
pripangna; c .O.t ers aiso oler, ebsite for representation on theacting as the certification authority for
customers the ability to perform

: y ' . _aggregator’s site (i.e., “screendigital signatures or providing
financial transactions, such as payin - v ’ ) AL
' ¢ craping”). Other aggregators use direatepository services for digital
bills or transferring funds between : ; L4
data-feed arrangements with websiteertificates
accounts. , :
f . . operators or other firms to obtain theyepsite Hosting
Virtually every website contains ¢ysiomer’s information. Generally, direct

“weblinks.” A weblink is a word, phrase, i
data feeds are thought to provide great(\a/\r/ebsites for both themselves as well as

Some financial institutions host

1. image ) (-EIWEb P oes that. contain[%gm RIoiEcion;io the a0STEERIRN thar]aor other businesses. Financial
cod!ngthat will transport the viewer 10 joes screen scraping. Al A Nl % ; W
a different part of the website or a Institutions that host a business

completely different website by just Electronic Aufiggiiggiion customer’s website usually store, or
clicking the mouse. While weblinks are Verifying the identities of customers arrange for the storage of, the electronic
a convenient and accepted tool jrpnd authorizing e-banking activities ardiles that make up the website. These
website design, their use can preser'ﬁ@tegral parts of e-banking financialfiles are stored on one or more servers
certain risks. Generally, the primary riskservices. Since traditional paper-basethat may be located on the hosting
posed by weblinking is that viewers carfhd in-person identity authenticationfinancial institution’s premises.
become confused about whose websit@ethods reduce the speed anblVebsite hosting services require strong
they are viewing and who is responsiblé€fficiency of electronic transactions,skills in networking, security, and
for the information, products, andfinancial institutions have adoptedprogramming. The technology and
services available through that websitealternative authentication methodssoftware change rapidly. Institutions

There are a variety of risk managemeriﬂC|Udi”91 developing websites should monitor the

technigues institutions should consider: Passwords and personal it Gt 19| aupi t Mew LT Re PR RTEh I

using to mitigate these risks. Theserisk fication numbers (Pins), SE&igggB?es higr?(-uzr?_fncg(ﬂdes(l)Jg\/rl]L;‘s
management techniques are for thosg  pjgital certificates using a public key to facilitate data exchange among the
|nst!tut|ons that deyelop and maintain  jnfrastructure (PKI), diverse population of Internet users
their own websites, as well as : . : ]

% Microchip-based devices such aayments For E-Commerce

institutions that use third-party service " SchaTlieh Y AE TN
yp ' Many businesses accept various

providers for this function. - '
Account Aggregation <+ Database comparisons (e.g., fraudforms of electronic payments for their
A ¢ tigey ) screening applications), and products and services. Financial
gL Q0CECATORNR S SELNEE, Biometric identifiers. institutions play an important role in

that gathers information from many” | ' A .
: : ; he authentication methods listed? €CroONIC payment systems by creating
RS IES |PAE SN gt Ot td nd distributing a variety of electronic

the customer in a consolidated format2POve vary in the level of security an payment instruments, accepting a
and, in some cases, may allow théeliability they provide and in the COStsimiIar variety of ihstruments

customer to initiate activity on the@nd complexity of their underlying .o qing those payments, and
aggregated accounts. The informatiofnfrastructures. As such, the choice OParticipating in clearing and settlement
gathered or aggregated can range froMfhich technique(s) to use should b(gystems. However, increasingly,
publicly available information to commensurate with the risks in thego,hoia) institutions are competing

personal account information (e_g_,products and services for which theXNith third parties to provide support
credit card, brokerage, and bankingOntrol access services for e-commerce payment
data). Aggregation services canlhe Electronic Signatures in Global andsystems. Among the electronic
improve customer convenience byNational Commerce (E-Sign) Act payments mechanisms that financial
avoiding multiple log-ins and providing establishes some uniform federal rulegstitutions provide for e-commerce are
access to tools that help customersoncerning the legal status of electroniautomated clearing house (ACH) debits
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and credits through the Internet,users within the business. funds including requesting a check,
electronic bill payment and Financial institutions can offer bill transferring the funds to an account at
presentment, electronic checks, e'mabayment as a stand-alone service or ian insured financial institution, or
money, and electronic credit cardsgmbination with bill presentment. Bill retransmitting the funds to someone
payments. presentment arrangements permit 8/S€. Person-to-person payments are
Most financial institutions permit business to submit a customer’s bill infyPically funded by credit card charges
intrabank transfers between aelectronic form to the customer’s®’ by an ACH transfer from the
customer’s accounts as part of theifinancial institution. Customers cantonsumer’s account at a financial
basic transactional e-banking servicesziew their bills by clicking on links on institution. Since neither the payee nor
However, third-party transfers - withtheir account’s e-banking screen ofh€ payer in the transaction has to have
their heightened risk for fraud - oftenmenu. After viewing a bill, the customer@n account with the payment service,
require additional security safeguardan initiate bill payment instructions orSuch services may be offered by an
in the form of additional authenticationelect to pay the bill through a differentinsured financial institution, but are

and payment confirmation payment channel. frequently offered by other businesses
Bill Payment and Presentment In addition, some businesses havé> well

Bill payment services permit begun offering electronic bill Wireless E-Banking
customers to electronically instructPresentment directly from their own  Wireless banking is a delivery
their financial institution to transfer Websites rather than through links orchannel that can extend the reach and
funds to a business’s account at somi@€ e-banking screens of a financiaenhance the convenience of Internet
future specified date. Customers cafnstitution. Under such arrangementsbanking products and services.
make payments on a one-time ofustomers can log on to the business¥/ireless banking occurs when
recurring basis, with fees typically Website to view their periodic bills. Then,customers access a financial
assessed as a “per item” or monthlyf SO desired, they can electronicallyinstitution’s network(s) using cellular
charge. In response to the customer@uthorize the business to “take” thephones, pagers, and personal digital
electronic payment instructions, thePayment from their account. Theassistants (or similar devices) through
financial institution (or its bill payment Payment then occurs as an ACH debitelecommunication companies’ wireless
provider) generates an electroni@riginated by the business’s financiahetworks. Wireless banking services in
transaction - usually an Automatedinstitution as compared to the ACHthe United States typically supplement
Clearing House (ACH) credit - or mails credit originated by the customer’sa financial institution’s e-banking
a paper check to the business on tHiinancial institution in the bill payment products and services.

customer’s behalf. To allow for the Scenario described above. Institutiongonclusion

possibility of a paper-based transferShould ensure proper approval of banking is becoming immensely

financial institutions typically advise Pusinesses allowed to use ACH, spular globally and India is no

customers to make payments effectiv@@yment technology to initiate gy cention to it. The declining Internet

3 to 7 days before the bill's due date. PAYMents from customer accounts.  raieg falling PCs prices, broadband with
Internet-based cash management 2erson-to-Person Payments access through cable and digital

the commercial version of retail bill  Electronic  person-to-personSubscriber lines, accessing the NET
hrough cable TV etc. would definitely

payment. Business customers use thgayments, also known as e-mail mone)}, 4 Thad
system to initiate third-party paymentspermit consumers to send “money” to- cou 29€ the boom in E-Banking in
. : India. With the globalization of
or to transfer money between companyny person or business with an e-majll .. oo e oo country
accounts. Cash management servicegldress. Under this scenario, &, lag behind in ni’che Ee
also include minimum balanceconsumer electronically instructs theElectronic banking. In the new global
maintenance, recurring transfersperson-to-person payment service @5 of multicurrency, multi- legal and
between accounts and on-line accouritansfer funds to another individual. Th%ultiple regulatory systems, with the
reconciliation. Businesses typicallypayment service then sends an e-majteedom of E-commerce, banks have to
require stronger controls, including thenotifying the individual that the funds operate like multinational corporations
ability to administer security and are available and informs him or her oto grow and survive by adopting E-

transaction controls among severathe methods available to access thkbankingo
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Computer Operation -

>

Problems & Solutions

Dr. B. D. Agarwal*

Computer Abuse: - It defines as

omputer plays a vital role in our
day to day activity & “Anyincidentassociatedwithcomputer>

extensively used for datatechnology in which a victim suffered
collection, classification, processing,or could suffered loss and a perpetrator
presentation and decision makingby intension made or could have made
Unfortunately we are unaware orgain. “ Following are the types of ~
careless as regards various contraomputer abuse:-

measures which should be adhereg
strictly otherwise we have to suffer a

lot. Hence computer system problem
should be reckoned with their solutions

so that we can minimize the cost &
maximize the profit for the users.
Unfortunately those who suffered often
are those who can least afford to suffer,
for example low income earner.

Data Loss- Data are critical 1
resources, they give ability to adopt &
survive in a changing environment. If
they lost, the organization can incur

Hacking: - A person gain
unauthorized access to a computer
system to read, modify, delete or
disrupt programs and services.

Abuse of privileges: - Make

unauthorized copies of sensitive
data for which they are permitting
to access.

Destruction & theft & modification
of assets: - Hardware, software &
data can be destroyed or illegally
removed or modified.

Privacy violation:- Privacy of data
pertaining to a person or an
organization can be compromised.

Disruption of operation: - Day to day
operation of information system
function can cease temporarily.
Physical harm to personnel: -
Personnel can suffer physical harm.

Value of computer hardware,

> Viruses:- self executable files thatsoftware and personnel:-They are

damage the data & programs andritical resources for any organization.
deliver a pay load that causedrganization invest huge amount on

disruption of same kind.

them e.g. insurance, training to

lllegal physical assess:- Causeersonnel. Hardware & software failure

physical damage to hardware o@nd outdated risks are always present
make unauthorized copies ofwith computer based information

programs or data.

system

substantial losses for example ifopop) £\ IN COMPUTER OPERATION :-

organization lost its accounts payable
file then it will be unable to pay its debts
on time, as a result it could suffer a los:
of credit rating. Such losses occur whel
existing control are lax.

Incorrect decision making: -
Quality of decision depends on the
quality of data available in computer
base information system. If data are nc
updated & correct then decision base
on that data gives loss to every perso
using that data for example organizatior
government, Investor, etc. Quantum o
loss depends up on the type of decisio
for example calculation of depreciation

on low value assets incurred minor loss T ————

interest paid by bank to customel
incurred huge losses if data are
incorrect.

Associate Professor in A.B.S.T., MLV
Govt. College, Bhilwara.
e-mail: bdagarwal19457 @gmail.com
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High cost of computer error:-

Computer now automatically performs
many critical function e.g. monitor the
condition of patients surgery, control a ,
nuclear reactor, perform real time
processing etc.. Consequently the cost
of a computer error in terms of loss of
life, damage to environment, excess

payment to suppliers can be high.

Privacy leakage:-Lots of data are ,

colleted from individual e.g. taxation ,

credit, medical, education, employment,
residence and so on. It creates threats
whether the same can be used by
computer professional for intended
purposes only. For example collecting
the human genome data bank for
identifying the origin of the people can
miss utilized by data collector by giving ¥
the same information to the insurance
company which helps them to take
decision whether to give insurance
cover to specific person or not to give.,

Controlled evolution of computer
use:-The reliability of computer system
usually can not be guaranteed by any
one , so organization should monitor &;

evaluate that how to deploy compute\I = I:-"-'3i-"' o
autres

system.

Solutions which should be imple-
mented:-

Internal control:-

Organization management shoulc
sets up a system of internal control st
that risk associated with computer™
operation can be reduced. Following ar:

the major areas of internal control:-

v Separation of duties must exist in ¢
different form. For example when —
management determined that the
program executes correctly, the
capabilities to run the program in
production mode and capability to
change the program must be

separated.

436

A clear line of delegation of
authorities and responsibility
should be present.

Appoint competent and trust
worthy personal for development &

implementation of computer based

information system due to it is very
difficult to identify the abuse done
by technical person.

Organization should have two types
of authorization system, first for

general authorization for establish
polices for the organization to follow

and second for specific

authorization e.g. acquisition of

major capital assets should be
approved by board of director.

System should have audit trial
facilities i.e. maintain a record of all
events, adequate access control,
logging facilities.

Appropriate physical control over
assets & records.

Adequate supervisory control must

v

be built into the computer system
e,g, manager must periodically
access the audit trial of employee
activities and examine unauthorized
action.

Evaluate the controls established for
program development, modification,
operation and maintenance.

Periodically compare the data &

assets to determine whether
inaccuracies in the data exist or

whether shortage or excesses in the
assets have occurred.

Used behavior science technique
while designing the system i.e.
understanding the people problem
that can arise within organization.

Outline the audit procedure that if
they had been used should have
detected the fraud.

v' Organization should have strong

preventive & detective controls, to
enable an unauthorized activity to
be identified quickly.

=z k 4|
Delegation of
WV "5.._ -l. Evaluatio
wppoint honest \ FED
persennall * S
——1 \' [N . |
Whorzaton | N\ EEEEERIITEE -
system | « =
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Computer operation audit(COA):-

Organization should conduct CQA

periodically. It is the process of

Assets Safeguard

collecting and evaluating evidence tc
determine whether a computer syster
safeguard assets, maintain dat
integrity, allows organization goals to
be achieved effectively and uses
resources efficiently.

>

v

Assets safeguard:- It means
protection of assets (i.e. hardware;.
software, people, system, documen-
tation) through internal control
system.

Data integrity:- It means complete- >

ness, soundness, purity and
veracity of data. >

System effectiveness:- It means,
whether system achieve its stated
goal.

System efficiency:- It means systenp.
should consume minimum resources
to achieve its required objective.

Disaster recovery plan (DRP):4n

spite of safe guard that might be
implemented the information system
function still could suffer disaster. In
this situation organization should form
disaster recovery plan.

Object of this plan is to enable the

information system function (ISF) to
restore operation in the event of some
type of disaster. The plan lays down
Ihe policies, guideline and procedure for
all personnel who have responsible for
ISF to follow. It comprises four parts:-

1

Emergency plan:- Specifies the>
action to be undertaken immediately
when a disaster occurs. The actior”
to be initiated can vary depending
on the nature of disaster i.e. fire,»
flood, terrorist attack, earthquake.
Plan must show following:-

LIECrECncy man

Data Integrity : System |
] Effectiveness

System
Efficiency

A

=2 Packup plan 5y
MEASTE

Who is to be informed immediately 3.
when he disaster occurs e.g. police,
fire department, management,
medicos.

Action to be undertaken e.g shouts
down of equipment.

Evacuation procedure

Return procedure e.g. condition that
must be met before site is considered
safe.

Backup plan :- It should be
continuously up date as changes
occurs. It should specify the typea4.
of back to be kept, the frequency of
back up to be undertaken, procedure
for making backup, location of
backup resources, the site where
these resources can be assembled
and operation restarted.

The back up plan should ensure
that all critical resources are backed
up. The following must be
considered:-

Personnel:- Training & rotation of
duties of staff so they can take the
place of others.

Hardware :
another company or at other site.

ERECOVERY P

Recovesy Flan ~ Te

A (DR

Recovery plan:- It set out the
procedure to restore full information
system capabilities. Plan depends
upon the circumstances of the
disaster e.g. whether the disaster is
global or localized. Plan should
identify a recovery committee that
will be responsible for working out
the specifics of the recovery to be
undertaken. It should specify the
responsibility of the committee and
guideline on priorities to be
followed.

Test plan:- the object is to identify
deficiencies in the emergency ,
backup or recovery plans and
preparedness of an organization and
its personnel in the events of a
disaster. Periodically test plan
should be invoked. Firstly it should
tested by desk checking &
inspection. Then a disaster can be
simulated at convenient time by
giving prior notice of the test or by
without giving prior notice of the
test.

Conclusion :- Wide use of personnel
- arrangement with cgmputeriln computing the.|.n.format|on
gives various types of facilities to the

users but in the same way computer

Data & Software:- files stored
securely on site and off site.

related problems are also increase. Any
types of system can not gives 100%

Suppliers :- list of venders & security to computer base system, so
customer should be stored securelysers can only reduced the associated

on site or off site.
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. of the World Wide Web. The technology
e o G Ove r n an Ce : A N eW as well as e-governance initiatives have
i come a long way since then. With the
Revol utlon increas_e in Interr_1et and mobi'le
connections, the citizens are learning
Governance is the mother of all businesses, and it is eas - {9 e>8)loit el NS OB GREEERS Siin
: y for every e-governan ;

i = 4 wide ranging ways. They have started
application to want to be the mother of all applications, encompassing everytfgn ecting more and more information
possible. E-governance, however, is not really the use of it in governance bﬁﬁgsservices online from governments
a tool to ensure good governance. E-governance does not mean proliferati 8fcorporate organizations to further
computers and accessories; it is basically a political decision which callsoﬁ?héir civic, professional and personal
discipline, attitudinal change in officers and employees, and massive governiiei¥ thus creating abundant evidence
process re-engineering. E-governance is not just about government web sitgidnhe new “e-citizenship” is taking
e-mail. It will change how citizens relate to governments as much as it changgg.
how citizens relate to each other. It will bring forth, new concepts of citizenship,

; A Th f e-governance h
both in terms of needs and responsibilities. £.COISRPE RicRuayqinaliEe Wk

its origins in India during the seventies
D.Muthamizh Vendan Murugavel* with a focus on development of in-

! . A . . house government applications in the
magine a situation in which all E-Governance is the use of IT togra5¢ of defense, economic monitoring,

interaction with the governmentimprove the ability of Go_vernm_ent t0 planning and the deployment of IT to

can be done through one Counteraddress the needs of society. It |nclude,§Ianage data intensive functions related
24 hours a day, 7 days a week, withouthe publishing of policy and programmeyg glections, census, tax administration
waiting in lines at government offices. related information to transact withgtc. The efforts of the National

In the near future this is possible ifCiliZeNS- Itextends beyond provision Ofinformatics Center (NIC) to connect all
governments are willing to decentralise§"Ilne services and covers the use Ghe gjstrict headquarters during the

responsibilities and processes and the for strategic planning and reachingeighties was a very significant

! evelopment goals of the governmen
start to use electronic means such as P 9 9 tdevelopment.

the Internet. Each citizen canthen make 1he mere thought of going to @  From the early nineties, IT
contact with the government through &government office brings visions of totalie chnologies were supplemented by ICT
website where all forms, legislation,cha0s, crowds, files, bundles of papekechnologies to extend its use for wider
news and other information will be N€Ver ending queues, not to mentioRectoral applications with policy
available 24/7. By using the internet andn® unapproachable officials and thesmphasis on reaching out to rural areas
other modern communication technoY€"Y @pproachable touts. The othegnq taking in greater inputs from NGOs
logy, governments can hope to reacRN€NOMENON IS cOMPULErs New, Unuseghq private sector as well. There has
out to the populace in larger numbers2N€S kept in these offices. This is dUgeen an increasing involvement of

) to the implementation of the muchintemational donor agencies under the
E-Govemance-An Introduction misunderstood e-governance progragramework of e—g%vernance il
E-Governance is defined as thanme which is wrongly comprehendeddeve|opmem to catalyze the
application of electronic means in (1)as computerisation by most peOpledevelopment of e-governance laws and
the interaction between governmenﬂ'h:js inipirehs p(rjocurement oflcomput(ehr§echno|ogieS in developing countries.
and citizens and government andnd other hardware to implement the : |
businesses, as well as (2) in interngdrogramme. However, change is in the ril\*:]\l;rlille thoenerr;[)]?:;l:tigzs gﬁin
government operations to simplify andair with the gradual realisation that .e_gompute{ization state governments
improve demaocratic, government andyovernance Is not synonymous wit i

- have also endeavored to use ICT tools
i re electroni vernan hat i N 3 A
business aspects of Governancenere electronic governance, but that it | connectivity, networking, setting

Electronic means include internet ands something much more. Itis effective . :
other ICT (Information and Communi- governance, efficient government that!P Systems e PICCES=IRY mi_‘ormatlon
and delivering services. At a micro level,

cation Technologies) applications. 1S _service-oriented, transparenty,, .o ranged from IT automation in

corruption free and citizen friendly. . 7. . gt
: individual departments, electronic file
* Lecturer, PG & Research Department of=volution of E-Governance handling and workflow systems, access
Commerce, Gobi Arts & Science College, Global shifts towards increasedto entitlements, public grievance
Gobi, Tamilnadu, India, E-mail: mvm_gascdeployment of IT by governmentssystems, service delivery for high
@rediffmail.com emerged in the nineties, with the adventolume routine transactions such as
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payment of bills, tax dues to meeting
poverty alleviation goals through the
promotion of entrepreneurial models
and provision of market information.
The thrust has varied across initiatives,
with some focusing on enabling the
citizen-state interface for various
government services, and others
focusing on bettering livelihoods. Every
state government has taken the
initiative to form an IT task force to ¢
outline IT policy document for the state
and the citizen charters have started
appearing on govt. websites. °

For governments, the more overt
motivation to shift from manual

stimulate good governance.almost every one including your
Therefore the objectives of e-gardener and neighbourhood paanwala
governance are similar to theis accessible on mobile phone.
objectives of good governance.Computers have become affordable and
Good governance can be seen asven primary school Children learn to
an exercise of economic, political,use computers. Considering the scale
and administrative authority toand magnitude of change, it is
better manage affairs of a countryimpossible to govern a country with
at all levels, national and local. Othemprocesses designed for an earlier era.

objectives are: What needs to be done now is to
Improve delivery of services andhave a hard re-look at the government’s
empowerment of people throughprocesses, redesign them, and even
information. obliterate processes that do not add
Efficient transactions and latestvalue. This is called re-engineering.
information to business aboutWhen the processes are re-engineered
global and domestic markets. care is taken to make them effective,

processes to IT-enabled processes may All time availability of information efficient and transparent, while keeping

be increased efficiency in adminis-
tration and service delivery, but this
shift can be conceived as a worthwhile
investment with potential for returns. @
Why E-Governance?

Government cannot exist or function
in isolation. For a government to operate
effectively, a government-community-
citizen infrastructure should be in place.

This would result in a sturdy andAdvantages of having E-Governance

meaningful information flow between @
the government and citizens of a nation.

A close-knit infrastructure would
yield two fold benefits, which would
save time and money for all concerned.
First, citizens can enjoy faster, effective®
and timely government services. This
would also evolve a culture of self-®
service wherein citizens can help
themselves wherever and wheneve?®
required. Secondly, government can
become more integrated into the®
Community itself. Also government can®

focus its resources where they ar&-Governance: A Re-Engineering
Process

needed the most.
Objectives of E-Governance

and knowledge to policy makers forthem simple.

taking correct and speedy decisions  These re-engineered processes are
related to grass root developmentgnen implemented using Information
Overall enhancement of efﬁmency-,—echnmOgy (IT). IT is used merely as
and effectiveness of governmeniyp enapler, a tool. IT uses computers,
processes hardware and software to automate
Adopting bottom up, low cost \york-flow (moving of documents from
solutions  for effective one person to another), store large
implementation amounts of data on very small disks and
process extensive data in seconds.

It makes the government effective  Having re-engineered the process
and efficient, by doing away with and putin place the requisite IT solution
unnecessary, non-value addinds not enough to implement the new
work, simplifying processes, andprocess. Apart from re-engineering and
automating routine works. IT, another tool known a¥Change
This makes the processes easiliManagement”is essential to implement
understandable and transparent. the new processes and is a tool that
Builds-in accountability in the helps to change the mindset of the
government. government’s officials.

Centralises and Integrates data for |t js a tool that helps to change form
better analysis. the old “way of working to the new way
Removes discretion. of working”. It involves helping them
Prevents Corruption. understand the needs of the customers
(citizens in this case), empathise with
them and serve them. This really

Today India is a free country with a"®quires immense training, counseling

e The main & strategic objective of e- vibrant economy endowed with a greaNd undertaking campaigns to bring
governance is to support andgrowth rate. The Gross Domesticabout a paradigm shift, that the
simplify and connect governanceProduct (GDP) has grown considerablyOvernment exists for the convenience
for all parties- government, citizensand we now have a strong trade balanc@f the people and to serve them and not
and businesses. The use of ICTéndia is now a global player and!o ‘rule” over them.

can connect all three parties angmerging as one of the most powerful

E-governance in other words is re-

support processes and activities. Imations. From a time when the numbeengineering the existing governance

other words,

e-governance usesftelephones in India could be countegbrocess, using IT as an enabler and

electronic means to support an@n your finger tips, to a time where“change managementto bring about
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the change in mindset and install thespects related to e-governance are Economic - Implementation and
redesigned processes. people, (level of) education, employmentmain-taining e-governance solutions.

The ratio of these three initiatives isincome, digital divide, rural areas VS-Technological Aspects:
approximately 35:20:45. It can be seefiti€s, rich vs. poor, literacy, IT skills.
that, contrary to popular belief, ITisthe  Social aspectsimplementation and
smallest component of e governancemaintaining e-governance solutions: 5 1

Technological aspects involve

change and managing change being th&:onomic aspects: 1

largest with re-engineering playing agconomical aspects related to e—gover_sl—_gré\évoanrqeI'Thsakirl?ev(\jla;% Ilgfrr:asi:\rtz(r:];unrceé
very prominent role. nance are funding, cost-savings, """ 'tp OPS ’
Implementation areas of E-Governance business models, e-commerce, ang? ¢ and SECurty ISSues.

% E-administration- refers to Spin-offs of e-governance. Technological aspectsImplemen-

Technology will be a bottleneck for
e-governance in developing countries.

improving of government b
processes and of the interna Strengths Weaknesses Opportunities Threats
workings of the public sector with | 1. Combination | 1Budget 1Raise external 1 .Bureaucracy
new ICT-executed information | with 2.Cyber laws not| funding Piracy
processes. democratisation| available Show 3.Misuse
< E-services-refers to improved | reforms 3. No problem competitive edge| 4. Corruption
delivery of public services to owner within 3. Transparency| 5. Maintaining
citizens. Some examples of| 2, Internet as government causes disorder
interactive services are: requests for pull factor 4. No expertise natural change 06.No
public documents, requests for lega about processes transparency
documents and certificates, issuing technology 4Reinvent 7Political
permits and licenses. 3. Modernimagg 5. Slow decisiorf  government instability
< E-democracy-implies greater and making 8 Resistance
more active citizen participation and process
involvement enabled by ICTs in the| 6. Hierarchy in
decision-making process. organisations
E-Governance: A Swot-analysis 7. Short term
The SWOTSs are kept at a high level approach due
Going into detail would be a problem to elections
because situations vary for eact 8. Integration ang
country, for each moment and for each reform
SR (ALY L RO F.OL" U Strengths Weaknesses Opportunities Threats
analyses are presented, with a focus gr . - -
the following aspects of e-governance 1. People eager| |d3ic . 1..Employment ]3ra|n drain IT
o 'Poiitical tolearn IT education poor increases skilled people
¥ skills 2. Trainers 2Education after training
® Social y i )
] 2. Skilled needed system improve | 2. Resistance of
® Economic :
e Technological people Possible 3..No IT 3.People learn peo.pl'e i
% export literacy structural 3Digital divide
Political Aspects product 4Low literacy job 4. Privacy
Political aspects related to e- 5. Different 4.Cheap
governance are the formulated strategly languages manpower
and policy, laws and legislation, 6.Public widely available
leadership, decision making processes, acceptance Fromotion of
funding issues, international affairs, of self-service internet
and political stability. models 6.Better
Political aspects- Implementation T.Skill healthcare
and maintaining of e-governance shortage:
solutions. competition
Social aspects with private
Examples of some of the social sector
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tation and maintaining e-governance®
solutions.

E-governance - The Present Scenario ®

According to the WEF Global Requirements for Implementing

Information Technology Report. India
ranks 44 out of 122 countries in global®
e-Governance rankings and ahead of us
are countries like Barbados, Latvia,
Tunisia, Thailand and the Slovak
Republic. India’s low position in global ®
e-Governance rankings called upon the
government to institutionalise e-
governance. Though there is
tremendous potential for e-Governance
to benefit citizens exponentially and
maximise return on government®
investments, there is also a need to
catalyse policy decisions to improve e-
Governance in India. For instance,
India’s per capita public sector IT spend
is $1.29, compared to $199 in New®
Zealand and $153 in Singapore. The
current scenario is such that each
department is an island and holds
information refusing to share the same
with other departments. E—governance.
is about linking such islands of digital
information across various departments
and bringing them online whenever
necessary to serve the Citizen, business

Data-centers in centre and states to
handle the departmental workflow
automation, collaboration,
interaction, exchange of information

Successful E-Governance with authentication.

E-Governance framework across th&-Governance in International Context
nation with enough bandwidth to  Connecting all schools and public
service a population of more thanlibraries like in Canada is a great
one billion. initiative by which the department of
Connectivity frameworks for making education can bring eGovernance to the
the services reach rural areas of thacademic levels. Filing of Income tax in
country or development of Australia is completely web enabled
alternative means of services sucland gaining wild popularity as a more
as E-Governance kiosks in regionakasy and efficient process for interacting
languages. with government. In Europe and the
National Citizen Database which iSUSA, commercial banks already work
the primary unit of data for all according to this concept. Only in a few
governance vertical and horizontalvery special situations one has to go to
applications across the state and physical counter. Most transactions
central governments. can be done at either an ATM, by malil
E-Governance and interoperabilityor by the Internet, which has saved
standards for the exchange obanks an enormous amount of costs. In
secure information with non- other words, they do more work, with
repudiation, across the state andess people, in less time and with less
central government departmentsand smaller offices as they use the
seamlessly. Internet. In OECD (Organisation for
A secure delivery framework by Economic  Co-Operation and
means of virtual private network Development)countries, a growing
connecting across the state andumber of people have access to the
central government departments. Internet, but there are still large

Different levels of maturity (weakest ®
part of the chain determines speed)
Constituent demand (push or pull)

entity or other departments. The lega  strengths Weaknesses| Opportunities Threats
frameworks of such governing process TR :
should be so placed that it facilitates |. E-governance| 1. Investors 1 .Cost efficiency 1 .Corruption
betyar cooperation AN N good argument | 2. Budget contrplthrough
governmental bodies and othe Ior Z)_(ternal ez—gNoverrk;an_ce
departments, rather than dictating t¢ 2unT il ! I\?IW poinees
others and one beating off the othef, < ' F&NSParency e
When e-governance is in place that wil| fOr Pusinesses efficiency
proactively encourage businesses arldProcurement) tax revenues
consumer confidence to go online —
S oo Aot e ok A Gl ArE s Strengths Weaknesses| Opportunities Threats
e Political stability (elections 1 .Everything is new; 1. Shortage IT TBand| 1. Dependency
democracy ordicta)t/orial regime) " | no negative legacy skilled people hardware  of technolggy
PR N RN S N e 2. Leapfrogging 2. High cost of available
(perception of service levels) possible Internet ag§  internet 2. Use pne
e The importance of Government driving (pull) factor 3. Heterogeneops standard
identity (fragmentation or | 3:LackofIT data
integration) standards? 4ackof IT
® Economic structure (education, standards
agriculture, industry or service) 5. Costs of
e Government structure (centralisec software
or decentralised) licenses
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numbers of people who do not. OECDCxountries are in the early stages of eool for good governance initiatives.
governments are aware of the need fajovernance. A good start has been E-governance has to be citizen
aframework to provide for enforceablemade in Europe, USA and in otheffriendly and based on the demand of
electronic transactions, both in the ewesternised countries such asitizens. Delivery of services to citizens
government sphere and for electroniquustralia and Singapore. Over theis considered as a primary function of
commerce, and have taken action.  coming years also developing countrieshe government. Particularly in a
E-governance Challenges Specific to and their citizens can also benefit frontountry like India, where the citizens are
India e-governance. Ifimplemented properlyout of reach of government services
e Lack of Integrated ServicesMost €-Governance can be an asset for theecause of diversity in many ways, e-
of the eGovernance Services beingin-served and under-served areas igovernance should enable seamless
offered by state or centrallndia and drive new efficiency gainsaccess to information and seamless flow
governments are not integratednationwide. To make e-governance moré€f information in any type of political
This can mainly be attributediack comprehensive, it has to be developegtate setup.
of communication between different into an institutional framework. Good References :
departments..So the information governance, being an important goal o www.google.co.in
that resides ywth one dgpartment hasogn.tr}e.s, across the globe, r_@s Eken, ik sl b Adie. cbim
no or very little meaning to some up initiatives for open and participatory
other department of Government. governments. Freedom of information® wwwi.fs.govza
® LackofKey Persons:EGovernance s being redefined and the Internet* Www.dgindia.com
www.rgeshhakya.com

projects lack key persons, not onlyreyolution has proved to be a powerfub.
from technological aspect, but from

other aspects as well.

Population: This is probably the
biggest challenge. Apart from being
an asset to the country it offers
some unigue issues, an important
one beingEstablishing Person
Identities. There is no unique
identity of a person in India. Apart
from this, measuring the population,
keeping the database of all Indian
nationals & keeping it updated are
some other related challenges.
Different Languages:A challenge
due to the diversity of the country.
It enforces need to do governance
(upto certain level), in local
languages. Ensuring eGovernance
in local language is a big task to
achieve.

According to an officer from NIC
(National Informatics Centre),
success factors of e-Gov projects -

F ena ¥ Centre for Anandal Management ™
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(XV Batch)
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= VALUATION CONCEPTS &
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» PORTFOLIO MANAGEMENT AND
PROJECT APPRAISAL
= TREASURY & FOREX MANAGEMENT
 CORPORATE VALUATION AMD

VALUE CREATION
Frogramme Director

Dr.PRASANNA CHANDRA

FOR WHOM : ICWAs, CAs MBAs, Bankers
PGDBAs, CSs, CAlIBs and students
pursuing these courses.

0 10% Technology

0 60% Process FEES | Rs. Rs.11,500 for enrollment upto June 30, 2008
0 20% Change Management

5 | Reshis'ltick For PROSPECTUS am:i. HEGI.STRATICJN
Conclusion

E-Governance will become more and

more present around the world in the
next few years. Internationally most
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Revisiting FRBM Act
after the target date

Dr. V M Govilkar* 1g O
rates and a consequent reduction in the
While presenting the budget onbudget should force the politicians totax revenue.

would ensure its quality and quantity.
Here the FRBM Act holds special
consideration because the expenditure-
GDRP ratio is to be increased, but the
deficit is to be brought down to the
desired / decided level. And this is to

28.02.08, the Finance Minister reduce public expenditure to the currentThe targets set by the Act and the Rules
assured the parliament thatlevel of public revenue and minimize the
the government’s revenue deficit will government borrowings. specified four fiscal indicators to be

come down to 1% ( though it should The FRBM Act is unusual. projected in the medium term fiscal

have been ‘Nil' as per the target ofGenerally the Acts prescribe the law tqolicy statement. These are, revenue
FRBM Act) and the fiscal deficit to 2.5% be followed by the public, or a class ofdeficit as a percentage of GDP, fiscal
of GDP by 31.03.09. However in thepersons or by the government in itddeficit as a percentage of GDP, tax
Interim Budget for 2009-10 the figuresdealings with the public at large or arevenue as percentage of GDP and total
of deficit for the fiscal year ending on section of it. This Act , on the otheroutstanding liabilities as percentage of
31.03.09 are estimated to be 4.4% anbland, is aiming solely to the things toGDP. The details of the requirements

The Act and the Rules have

6% respectively. The Finance Ministerbe done by the government itself. Incan be briefly stated as under—

further estimated these figures for théndia the fiscal situation startedq
fiscal year 2009-10 as 4% and 5.5% oftleteriorating from 1980s.The revenue
GDP respy. He said “..... conditions inand fiscal deficits which were 0.23% and
the year ahead are not likely to be2.72% of GDP respectively in 1981-82
normal and therefore the high fiscalcontinuously increased and they were
deficit is inevitable. We will return to as high as 3.8% and 5.43% respectively
FRBM targets once the economy isn 2002-03. The ratio of interest on loa
restored to its recent trend growthto revenue receipts was about 50% and
path.” the debt service ratio to revenue

As the targets set out by Fiscall€ceipts was about 109%. The rew;ed
Responsibility and Budget Manage_estlmates of 2003-04 raong the warnln’g
ment Act ( FRBM ) could not be bell of fjebt trap as 94.03/0 of the year’s
achieved by the dates , it is necessa ;)r;]owmgs (and 66d/‘;°f g fegenn I
to revisit the Act with reference to its. the\yeqijgrgs Ugegiiorfpayment o
premise, targets, achievements an'(PtereSt'
limitations, if any. \ In or|<_JIer to bring inJirls:cFilé(,\j/is;ipline,7

\ the Parliament passe ct on

B AR A th May 2003 aftepr a long debate of about

The legislative route of fiscal 30 months during the tenure of NDA
consolidation is based on the premisgovernment. The UPA government
that generally politicians in the notified the Act on 5 th July 2004 after
government tend to spend more anddopting the Rules fettering the Centre”
are reluctant to raise more revenue foitself from doing things that Parliament
the government as dictated by their selfioes not want it to do. The governmen[s
interests. itself is legally bound by the Act. The ™

The Public Choice Theorists, therules are even more unusual; the Centre
proponents of this sort of legislativeiS to issue them in order to constrain
control, also consider that theitself.
Keynesian economics, like pump The significance of FRBM Act can
priming strategy, provides the rationalebe seen from another angle. Wagner’s
for such political behaviour. Therefore,hypothesis that public expenditure will
a legislative compulsion to balance theéncrease with increase in GDP indicates
two things: the ability of the rising GDP
to absorb increased expenditure and
more priority sector expenditure that

*M. Com., LL.B. F.C.A. Ph.D.vgovilkar
@rediffmail.com
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Reduction of revenue deficit by an
amount equivalent of 0.5 per cent or
more of the GDP at the end of each
financial year, beginning with 2004-
05 and bringing it down to Nil by
31.03.20009.

Reduction of fiscal deficit by an
amount equivalent of 0.3 per cent or
more of the GDP at the end of each
financial year, beginning with 2004-
05. and bringing it down to 3% of
GDP by 31.03.2009

No assumption of additional
liabilities (including external debt at
current exchange rate) in excess of
9 per cent of GDP for the financial
year 2004-05 and progressive
reduction of this limit by at least one
percentage point of GDP in each
subsequent year.

No guarantees in excess of 0.5 per
cent of GDP in any financial year,
beginning with 2004-05.

For greater transparency in the
budgetary process, the Rules
mandate the Central Government to
disclose changes, if any, in
accounting standards, policies and
practices that have a bearing on the
fiscal indicators. The Government is
also mandated to submit statements
of receivables and guarantees and
a statement of assets, at the time of
presenting the annual financial
statement.
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6. The Rules prescribe the form for thebudgeted deficit for the year 2008-09 Table 2
quarterly review of the trends of was 1.0 %. Though it should have bee Near TakRevele
receipts and expenditures. Thenil. Similar is the trend for fiscal deficit. As %age of GDP
Rules mandate the Centrallt came down every year and for th
Government to take appropriateyear 2008-09 it was budgeted at thg¢ 2004-05 7.14%
corrective action in case of revenueargeted figure of 2.5 % of GDP. 2005-06 7.55 %
and fiscal deficits exceeding 45 pery_ i
cent of the budget estimates, or total2 TZ?];?:;O;;?Z:;E;?U;;O t(JBeDtZe i d 2006-07 8.47%
non-debt receipts falling short of 40 | A s R S 200708 9.16 %
per cent of the budget estimates al hi tio i : 0 f 9 the| 2008-09 (B.E) 9.56%
the end of first half of the financial ', (N!S ratio is apparent from the — ;

year. Further, the Union Government°ing table. - SourceHandbook of statistics on
should place three documents aloné The ratio of liabilities to GDP Indian ECOnOmy 2007'08, RBI, Table

with the budget, namely, the The FRBM Act wanted a reduction N0.245
Macroeconomic Framework in the ratio of total outstanding liabilities

Statement, the Medium Term Fiscall domestic and external ) of the ! Ta'ble?.

Policy Statement and the Fiscalgovernment to GDP. The following table__Qutstanding liabilities to GDP
Policy Strategy Statement. Inno. 3 indicates that the ratio has comeg Year Amount | % age

Eddition, thE Finance Ministerhwill c(jjown to 57.75 % in the year 2008-09. Rs. Crores of GDP
ave to make a statement at the end The FRBM strate ielded

of the second quarter on the trendpstantial results. Indie?);)ul)lled back L0040 0905 g

of fiscal indicators and corrective ¢rom the brink. The central and| 2005-06 2260145]63.13 %

L"%asutfest,'f tVt‘ey Sev'at; tfgom tth?%onsolidated deficit dropped sharply| 2006-07 2538596/61.23 %
uaget estimates beyond the extenSome improvements in the debt/GD

stipulated in the FRBM. ratio ang in debt dynamics were 208 AN 0

The results obtained. 2008-09 (BE 3062913 [57.75 %

The logic behind the enactment was The FRBM Act has also someSourceHandbook of statistics on
that unless the central government waqualitative fall out. It helped encouragelndian Economy 2007-08, RBI, Table
forced to curtail it's * unproductive’ long-term thinking on the part of policy no.247
revenue spending, it would invariablymakers. By showing the private sector ¥l
end up borrowing more therebythat government operated under ruletf critically study the budget proposals
reducing ‘productive expenditure’. Therather than discretion, it increased®Nd Projections while enabling
FRBM Act expressly prohibits the confidence on the part of the privatecOntinued debate on fiscal management
government from RBI for financing its sector. The reduction of the through outthe year. This has improved
deficit, except in the form of * temporary consolidated deficit helped to free up2ccountability and has facilitated better
cash advances’ and in extreme andesources for private investment whichiScal management.
emergency like situations. played a key role in accelerating GDP Issues in fiscal management within

It is interesting, on this background,growth. and beyond the FRBM Act
to see the results. The Act has been Further the availability of three  The intentions of the FRBM Act
implemented by the Centre for lastbackground documents of the budgetannot be challenged. The results in
almost five years and one can certainlyand the medium term review has helpethst 4/5 years have been encouraging.

say that it has contributed good results. Table 1
These results can be verified on the
basis of certain parameters giveny Year Revenue deficit Fiscal deficit
below — As %age of GDP As %age of GDP
1. The deficits 2004-05 2.49% 4.01%
Reduction in revenue and fiscal|l 2005-06 2.58 9% 4.07 %
deficits was one of the primary aims o
the Act. One can see the figures o 20000 = SR
deficits for last five years to understand 2007-08 1.35 % (Actual 1.1 %) 2.92 % (Actual 2.7 %)
the impact of the Act on the same. 2008-09 (B.E.) 1.00 % 250,
The revenue deficit which was 2 0 0
4.38 % of GDP for 2002-03 came dow AL ey A ¥y 61024

consistently and actually it was 1.1 SourceHandbook of statistics on Indian Economy 2007-08, RBI, Table no.244

only in the fiscal year 2007-08. Theand The Interim Budget 2009-10 presented on 16.02.09
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However, since the targets are noit would, in effect, force the governmentfeeding financial firms with government
achieved, some issues have come o undertake market borrowings atbonds is a loophole. India’s fiscal
the surface. Similarly on the basis ofrelatively higher rates of interest thatframework must have all government
experience gained in implementation ofn turn, would increase revenuebonds being voluntarily purchased by
the Act, some issues can be thoughéxpenditures. Left-wing economists likewell-motivated actors instead of
of. They have been presented below-C.P. Chandrashekhar and Jayati Ghosfovernment compelling them to buy the
1.How effective has been the legislative said the Act ruled out a cheap sourconds in one way or the other.
curb ? of borrowing for the government andMoreover investment grade rating of
i. The Act had set one firm, welcomefurther contended that there was no linkhese bonds needs to be done.
and uncontroversial aim of between deficit financing and higherg cap there be a penalty for violation ?

iminati ici inflation. They argued that inflation )
glln_](q)g]_%téthgsvveevr:gurethdeeg?rl]tar?é/econtrol did not depend on controlling \[NCIE iS00 _pena}lty o] t_he cgnt_ral
Ministry amended the Act within the Central government’s direCtgovelmant f(l):r |tsffallulre t? e W;:hm
three days of the Act coming intoborrowing from the RBI and that by ''¢@' "Ui€s. FOr fiscal TUies 10 URE
force to postpone the target date byaising interest costs and revenuENEsR/ It R\ RISCIBIESRNCINSIATS
one year i.e. 31.03.09. In spite of thisexpenditures, the Act “perversely” N€eded against violations by the Centre.
the budget of 2008-09 did not showmakes it harder for the government to' NS IS particularly required when
‘nil’ revenue deficit (it was 1%) and achieve the revenue deficit targets. Thi§2nctions of some kind are introduced
now the revised estimated revenuéssue also needs attention now. for state governments for similar
deficit is 4.4% The target has notz \what about off budget outgo ? defaults. ]
been adhered to by none other than 6. Should the business cycles be taken

the Centre. The oil crisis, : : into account?
not include its “off-budget” outgo on

international rising prices initiall : d :
gp Y account of issuance of bonds to oil and The target set in the present FRBM

and global recession now well have ;

qual?fied as ‘other exceptional fertiliser companies. Rather, that had\ct does not consider the needs of
circumstances’! and | the hardtefn g regulEf pPractid@Aos thebusiness cycles. To that extent it does
provision of the Act-‘prohibition of overnment to window dress the figured10t have the required flexibility. Fiscal

revenue deficit' has been lifted.  Of deficits in the budget. The FRBM rules must take the business cycle into
tolerated off balance sheet items sucfccount. The framework should be one
as borrowings by PSUs. TheWhere surpluses are run up in good
combination of rules governing fiscaltimes, which turn into deficits in bad
target figure? If the target is foung d€ficits and the lack of rules governingtimes.

unrealistic. a notification from the off balance sheet items may have eve@onclusion

Finance Ministry can change it to€ncouraged placing deficits off balance  The FRBM strategy was a valuable
any level. If more guarantees are>n€et: This is a loophole that needs tgpe. jt helped in pulling India back from
required to be issued, the target caR® closed. Subsidies on account ofye prink. While it yielded results for
be raised to the required levels, af00d, fuel and fertilisers have gome years, fiscal stability is now once
least may be ignored as is done no\,\gkyrocketed throggh a comblnatIOHIOfagam in question. To move forward,
Hence the legal effect seems to b& M1S€ In world prices and bad decision, ogress needs to be made in
largely cosmetic. The government itself "2KiNg on administered prices. These,yyressing the above issues of the
has amended the Act and the Rules arfif.Llties, which the Prime Minister’s pppy strategy: effectiveness of
there is a possibility that FRBM Act is =conomic Advisory Council had in July ¢ ig|ative curbs, cost of government
amended routinely ( or whenever8 Pegged ataround 2 per cent of GDlyoing closing the loophole of off-
politically required) by simply adding a &€ cause for worry. What is WOrsey jqet jtems, closing the loophole of
clause to the Finance Act. If it sothese problems have been hidden 0ﬁnancial repression, setting more
happens, the whole purpose idalance sheet, which has helped reducgy, oy s goals so that India can be
defeated. If the fiscal or revenue defICItthe Credlblllty _Of_lndlan pUplIC finance well into an investment grade rating,
is to be substantially reduced, there i§lata. The optimism of India smoothlyy, ing credible sanctions against a
no substitute for political will; if the Progressing towards fiscal stability with, ,, o mjiant central government
government of the day wants a h|the FRBM Act seems to have lost. bringing in business cycle,

The government’s deficit figures do

i. The Act has used the word’ reduce
for fiscal deficit. How is the ratio
2.5% or 3% of GDP is decided as

deficit, the Act will not stop it. 4.Who are buying the bonds? sophistication. An improved FRBM
2. Will the cost of government The FRBM Act requires that deficit strategy and Act , on the basis of the
borrowings increase? is to be financed by the governmenexperience gained so far, will help India

Even before the Act came into force,by borrowing from the market and notbecome an economic super power in
it had been criticised on the ground thaby the borrowing from RBIForce years to comél
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. . namely; resource mobilization, resource
Flscal FI nan Ce - utilization and resource protection.
- However, the current thinking on
financial management consists of only
1 1 two elements namely; maximizing
P U bl IC EXpe n d ItU re an d returns and minimizing risks. This piece
focuses attention in respect of various
" " il innovations which have been tried in
Financial Accountability {he. optinl btizatioh of ALEI:
expenditures. In this respect,

Governments are involved in a
diagnostic processing. A more

Prelude Part—I:  Rationale for having a cleanntegrated and coordinated assignment
T raditionally speaking, the study Government. is being made in respect of public
of economics was divided into Part—Il: Public Financial Manage- expenditure for operationalizing
five constituents namely; ment with focus on public appropriate controls. There is a greater
Consumption, Production, Exchange, expenditure. support for integrated and
Distribution and Public Finance. Inpart— || Financial Accountability. ~consequential action plan. Better

recent years, public finance has sprung Each of the B Sese.n oex Iaine(énderstanding of the impact of
into prominence. Resource mobilization, |, P overnance and Incentives on the
has assumed a high importance. It . : ; performance and reforms of public
utilization has become a critical factor ~ Part-I: Rationale for having a financial management system is
in developing countries which are Clean Government growing.

generally faced with the problem of  Today's outcry is to have a clean Moreover, three tenants are being
deficit finance. Consequently, relianceGovernment. The term Goodimplemented to achieve the above
on foreign loans has been growingGovernance is in great currency. Globagoals. These includes: emphasis on
Today’s world is caught up in financial financial institutions are stressing harcdjomestic accountability arrangement.
crisis and the whole world is in searchfor ensuring a sound and stable systemowever, it must be noted that donors
of a new financial architecture whichof Good Governance in thecan only support these efforts but it is
may provide financial defence.governments. We hope that theimot a substitute. The challenges are
Accordingly, need for developing amessage will be well understood and allvith the Governments rather than with
sound system for public expenditureGovernments will implement the spiritthe donors. However, capacity
and financial accountability is the of this message to usher in an era afnhancement and performance of public
crying need of today. Therefore, thisprosperity on a wider scale. The earliefinancial management continues to be
paper addresses basic issues in respeghts message is comprehended anighproved in terms of institutional
of the above subject. sincerely complied with, the better. Itarrangement, managerial aspects and
Constituents will be in the interest of the society andtechnical dimensions. Moreover,
éts social stability, failing which the de- monitoring and evaluation on
Stabilization will continue to the accomplishment continues to be made
detriment of the country and its peoplefrom time to time.

*Founder Principal, Hailey College of  The rationale supporting clean Five basic issues have been
Banking & Finance, University of thee‘%overnment is that it promotes Gooddentified in respect of sound public
Punjab, Lahore Pakistan, Email: kamjadsaeeg, e rnance. It minimizes corruption. Itfinancial management relating to public

@ yahoo.com - Website: www. .. - - %
kanljadsaeed, ‘edu.pk Mob:.0358 136336 Nitigates frauds, reduces wastages arekpenditure. This includes the following:

Member Governing Council, International abuse in the use of public finances. If) Budget Formulation and Execution.
Federation of Accountants (IFAC) (1997-highlights the breakdown in the rule of2) Procurement.

2000), President, South Asian Federatiof@W to alleviate poverty. It serves as arg) Accounting.

of Accountants (SAFA) (1997), President effective public financial accountability. 4) Auditing.

Institute of Cost and Managementlt ensures transparent decision-makings) Internal and External Controls.
Accountants of Pakistan (1997-2000),lt facilitates stakeholders participation. There is a growing emphasis on user

President, Association of Management encourages ethical practices. . - : " )
Development Institutions of South Asia friendliness and quality of information.

This piece has been divided into th
following three parts:

(AMDISA) (1993-96), Pro Vice-Chancellor Part-Il: Public Financial There is a freedom to participate in the
University of the Punjab, Lahore (1994- Management with focus on Public  discussion as part of transparency.
1996), Founder Director, Institute of Expenditure Oversight bodies have been
Business Administration (IBA), University The traditional game of financial established in the Parliament and civil
of the Punjab, Lahore (1973-1996). management consists of three partgociety constituents and public at large.
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Challenges have been identified tdl) Quality of Public Finance accounting and reporting, evaluation,
accomplish the above goals. Thes@) Sound approach to Policy-making audit, implementation pf independent
include: 3) Meaningful contents of public International Accounting Standards

1) Imaginative approach. expenditures and Legislative Review.

2) Change management. 4) Continuing reforms and adjustment__ Financial accountability in general

f consists of three types namely; General
:3 gggg ggsecrlﬁggcgeovernment. SfOnS And:SiTianyaet E mRACt Accountability (accountability for

Information needs to be generatedd ; . ; :
; 4 : " ction, sanction, public scrutiny and
5) Stewardship function through valuerelating to structure and policy sphere i ans partic!opation) Fiyscal

of money. fiscal management through clarity of ccountability (approval and no
6) Productive and positive role ofobjectives, analysis of consolidateqmnairment on fiscal capacity of
Governments. budget,_ developing soun_d Macrocommunity) and Managerial
7) Strengthening Internal Audit, €conomic framework governing annualaccountability (appropriate rules, risks
External Audit and Internal Controls. budget, announcement of annual policyyithin the delegated persons, services
8) Public Policy Debate. informative disclosure to debt position,delivered relating to Cost, Quality and
Part—III: Financial Accountability gﬁgr?sstﬁ)orzegﬁrsuﬁfof gfﬁggrr]r:yagﬁgggme EScheduIIesEand obseEr\f/ffince of
- - , ree E’'s namely; Economy, Efficienc
The contents of financial ggeciveness and supporting changesnd Effectivene)és)_ 0 4
accountabmty_are determmed_ by user$y pe introduced in administrative AR
group e.g. Policy Makers, Legislatures;nastructure. R 1
Investors, Academics and general . : . Itishigh time thatall Governments
pUb”C 2 Five arer_:ls have aCQUITEd attentlomnay address -the fqregpmg issues so
| ! . to constant implementation of budgetthat the basic objective of clean
The tradl_t|_ona_l contents forfl_nanmal These include: release of funds, casttovernment is achieved. Optimal
accountability include: Review of management, proper award of contractsitilization of public resources in the
Budget, Scrutiny of Audited Annual coordination between budgetaryinterest of the society and the country
Accounts and intra-fiscal yearamounts and outcomes ands undertaken and finally a sound
indication of the fiscal accounts. operationalizing performance measuresramework for financial accountability
More recently, greater emphasis has Other areas which have attaineds not only developed but implemented
been focused on the following fourimportance for implementing the spiritto the advantage of the country and its
areas: of financial accountability include: stability for the benefit of society.

A case study on the position of payment options available for purchase of merchandise by a company is given below.
Readers and members of the Institute are requested to forwarded their response after goring through the case study.

A business entity is engaged in purchase and sale of power. It always faces severe liquidity problems and depends heavily
on cash credit /borrowed funds for its working capital needs. The following payment options are open to it in a transaction
for purchase of power :-

Terms of purchase and
settlement of payment
A. Value of power purchaseldRs.100 crore
during April 2008.
B. Cash Credit interest

Option-I Option-II

Rs.100 crore

12% 12%

C. Payment due on

Date of receipt of invoic®
2008.

Date of receipt of invoice®1
2008.

D.Rebate eligible

2% of the bill amount (on ‘A’)
paid on I may 2008 i.e on the

if1% of the bill amount (on ‘A’)
2 if paid on 3 may 2008 i.e

date of receipt of invoice.

after availing 29 days credit

Query :-

1. Which of the above payment option is beneficial to the entity?

2. Will the relative benefits under the above option vary with reference to increase/decrease in the CC interest rates?

If so, what is the BEP?

R. Radhakrishnan, M.Com, FICWA, ACS
The author can also be reached at r_r_krishnan@rediffmail.com and gowrimadhul23@yahoo.com.
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INCOME TAX
RULES

WITH
MASTER GUIDE TO
INCOME TAX RULES

Also Incorporating : NEW T“E Hl.".[ﬁ

CHANGE IN DUC DATES NEW FORM AMENDED FORM NOS. 16, 164,
AND MDDE OF PAYAAENT NOE. 17 AND 24C  « 240, 280, 270, 2TED =

INCOME TAX RULES
WITHWEEKLY UPDATED INCOME-TAY RULEE & FORMS ON CD
An authentc. updated & annotated ket of Income-tax Rules

Caomprehersive Action Paints for iling Forrms
Otksar Diract Tax RulestSchamas
Incomestax Fues & Forms on Gl
Inderactnee ek af Income-tax Rules & gther Dirssl Tax RuleafSchames
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MASTER GUIDE TO INCOME TAX RULES
= Entire qamul of Rules framead urder Income-lax Act have been explarad & ilustraled with the help of
refevant Case Laws, CBOT's Croulars & GlarScasons & numiber of flusirabions
* Comprehensive commentary on
= Amended Rulss forValusfion of Perguisites
« New TDS provisions
= Fringe Barafi Tax on Employees” Sock Opfions
& Transfer Bricing provisions
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the management accountant, June, 2009 449



Accounting Issues

I AS 1 9 ® medical and life insurance benefits
y during employment
= housing benefits
E m p I Oye e B e n efl tS free or subsidised goods or services
given to employees
® pension benefits
—A C I OS e r LO O k ® post-employment medical and life
insurance benefits
K.S.Muthupandian* e long-service or sabbatical leave
I nternational Accounting StandardFebruary 2004, paragraphs 144-152 of  lubilee’ benefits

(IAS) 19, Employee Benefits, IAS 19 on equity compensation® deferred compensation programmes
prescribes the accounting andbenefits are replaced by Internationa® termination benefits.
disclosure for employee benefits. InFinancial Reporting Standard (IFRS) 2Key Definitions
April 1980, the International Share-based Paymen®n April 29, Actuarial gains and lossesre the
Accounting Standards Committee2004, the IASB issued the Exposureffects of differences between the
(IASC) issued the Exposure Draft E16 Draft of Proposed Amendments to IASrevious actuarial assumptions and
Accounting for Retirement Benefits inl9 and adopted the amendments ofhat has actually occurred, and the
Financial Statements of Employehs December 16, 2004. On May 22, 2008¢ffects of changes in actuarial
January 1983, the IASC issued IAS 191AS 19 amended for ‘Annual assumptions.
Accounting for Retirement Benefits inmprovements to IFRSs 2008', effective  pefined benefit plansare post-
Financial Statements of Employersfrom January 1, 2009. employment benefit plans other than
effective from January 1, 19830  Objective defined contribution plans.

December 1992, the IASC issued The objective of IAS 19 is to  Defined contribution plans are
Exposure Draft E4Retirement Benefit prescribe the accounting and diSC|OSUI’post_emp|oyment benefit plans under
Costs.In December 1993, the IASC for employee benefits (that is, all formswhich an entity pays fixed contributions
issued revised IAS 19Retirement of consideration given by an enterprisento a separate entity (a fund) and will
Benefit Costs,as part of the jn exchange for service rendered byave no legal or constructive obligation
‘Comparability of Financial Statements' employees). The basic principleto pay further contributions if the fund
project based on E32. IAS 19 (1993)nderlying all of the detailed does not hold sufficient assets to pay
becomes operative f_or f'”ar_‘c'?‘lrequirements of the Standard is that thg|l employee benefits relating to
statements covering periods beginningost of providing employee benefitsemployee service in the current and
on or after January 1, 1995. In Octobegnhou|d be recognised in the period ifprior periods.

1996, the IASC issued Exposure Draffyhich the benefit is earned by the Employee benefitsare all forms of
E54, Employee Benefitdn February - employee, rather thanwhen itis paid oggnsideration given by an entity in
1998, the IASC issued IAS 19, payable. IAS19 prescribes recognitioneychange for service rendered by
Employee Benefitssifective from measurement and disclosure rules fagmployees.

January 1, 1999. In October 2000, th@xpenses, liabilities and assets (for : : /
IASC issued I|m|ted VeI’SionS to IAS 19,defined benefit funds On'y) re'ating to Interest costis the iIncrease durlng

effective from January 1, 2001. In Mayemployee benefits. 3 aeric:jdbin thfetpgal_ser:f[ valurt]a_ (EV)_ of a
2002, the International Accounting sgone and Application S eCpeerr oD gelignpnie Al

Standards Board (IASB) issued ‘Asset . . pecause the benefits are one period
Ceiling’ amendment to IAS 19 (2000), > 19 applies to the employer's cjoser to settlement.

effective from May 31, 2002. On accounting for all employee benefits but o long-term employee benefits
December 5, 2002, the IASB proposegOes RO a]E)pIy TgRghgrelfgsleg%re employee benefits (other than post-
amendments to IAS 19 as part of th ayrlnents (refer to h )I.<' q femployment benefits and termination
project on ‘Share-based Payment. IrpPPlI€S to (among other kinds ofpenefits) which do not fall due wholly

% . employee beneflts):_ within twelve months after the end of
M.Com., FICWA and Member of Tamil ¢ wages and salaries the period in which the employees

Nadu State Treasuries and Accounts Serwc% compensated absences (paifender the related service.

presently working as Treasury Officer,

Ramanathapuram District, Tamil Nadu. vacr?ltion a_nd sieklleave) Past service cosis the increase in
Email: ksmuthupandian@ymail.com /® Profit sharing plans the PV of the defined benefit obligation
ksmuthupandian@gmail.com ® bonuses for employee service in prior periods,
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resulting in the current period from the® short- term benefits (e.g. wages) the benefits expected to be paid in
introduction of, or changes to, post-e post-employment benefits (e.g.respect of service rendered by
employment benefits or other long-term  post-employment medical care) employees in a period should be
employee benefits. Past service coO§§ other long term benefits (e.g. long'ecognised in that period. The expected
may be either po_sitive (where benefits service leave) cost of short-term compensated
(nhere exising benciits are reduced). ® {emination benefis Gl toler oSl Shincioaec
Plan Bseteare asseteel olldh When an employee has rendere R ; X
: y a 10 AN e durfin e rEna el entltler_nent or, in the case of non
long-term employee benefit fund Aanges . oC y 9 b gaccumulatmg absences, when the
qualifying insurance policies.

period, the entity shall recognise the DA Ny
The present value of a defined amount of the associated employe
benefit obligation is the PV, without

benefit cost as an expense unless thHe' o_flitr;sharing and B:)]nquPaymths \
i - e enterprise should recognise the
deducting any plan assets, of expecte%OSt is included in the cost of another p g
future payments required to settle thé&

sset such as inventories or propert@xpected cost of rl?mﬁt‘sgafipg %ﬂd

I . lant and equipment. An associatedPOnNus payments when, and only when,
obligations resulting from employeeP'2Mt & : i i iqati

g d PIOYE® |iability is recognised to the extent thatit has a legal or constructive obligation

service in the current and prior periods. 3 S
FEorp any amount of employee benefit remain{® Mmake such payments as a result of

Post-employment benefit plansre : ast events and a reliable estimate of
formal or informal arrangements underl"npaId ioieeployes: {)he expected cost can be made.

i d f . Measurement
W P B Y BRI SRpe St Post-employment Benefit Plans

employment benefits for one or more  All short-term employee benefits, .
employees. and termination benefits payable within ~ The accounting treatment for a post-

Post-employment benefitsare 12 months of reporting date, areemployment benefit plan will be
employee benefits (other thanrecognised at undiscounted amount$letermined according to whether the
termination benefits) which are payablewith all other benefits being recognised?lan is a defined contribution or a
after the completion of employment. at PV. The measurement takes accoufgfined benefltplan. i1

Short-term employee benefitare Of legal and constructive obligations to  Under a defined contribution plan,
employee benefits (other thanemployees, and uses the amount@e enterprise pays fixed contributions
termination benefits) which fall due €xpected to be paid in respect of thénto a fund but has no legal or

wholly within twelve months after the Service. constructive obligation to make further
end of the period in which the employee®iscounted amounts — discount rate  Payments if the fund does not have
render the related service. For discounted amounts, theSUffICIent assets to pay all of the

Return on plan assetss interest, discount rate used is that for high€MPloyees’ entitlements to post-
dividends and other revenue derivedjuality corporate bonds matching the?MPloyment benefits. _
from the plan assets, together withcurrency and term of the liability. Ifthere A defined benefit plan is a post-
realised and unrealised gains or losses no deep market, the rate used is tHimployment benefit plan other than a
on the plan assets, less any costs government bond rate, also matchingefined contribution plan. These would
administering the plan and less any taxhe currency and term of the liability. include both formal plans and those
payable by the plan itself. Short-term employee benefits informal practices that create a
Termination benefitsare employee Short-term employee benefitsconstructive obligation to the
benefits payable as a result of either: ;. .| de wages and salaries, andgnterprise’s employees.
® an entity’s decision to terminate anyayment for short-term compensated€fined Contribution Plans

employee’s employment before thezpsences such as sick leave and annual For defined contribution plans
normal retirement date leave, where the absences are expectédcluding multi-employer plans, state
® an employee’s decision to acceptg occur within 12 months after the endplans and insured schemes where the
voluntary redundancy in exchangeof the period in which the employeesobligations of the employer are similar
for those benefits render the related service. It alsdo those arising in relation to defined
Vested employee benefit@re includes profit-sharing and bonusesontribution plans), the cost to be
employee benefits that are nofpayable in the same 12 month timeframeecognised in the period is the
conditional on future employment.  and non-monetary benefits (e.gcontribution payable in exchange for

Prescribed Accounting Treatment medical care, housing and free oservice rendered by employees during

Types of Employee Benefits subsidised goods) for -currentthe period. No actuarial assumptions are
IAS 19 deals with the following employees. For short-term employeeequired. The entity shall recognise the

employee benefits: benefits the undiscounted amount o€ontribution payable to a defined
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contribution plan in exchange for the retirement and mortality ratesthe average period until the amended
service as follows: (a) as a liability after  differing from those expected benefits become vested.

deducting paid contributions and wheres changes in expectations about If the calculation of the balance
there is a prepaid expense an asset shall future period employee turnoversheet amount as set out above results
be recognised; and (b) as an expense retirement and mortality rates andn an asset, the amount recognised

unless another standard permits the salary levels should be limited to the net total of
inclusion of the contribution as ang (he actual return on plan asset$nrecognised actuarial losses and past
asset. differing from expectations. service cost, plus the present value of

If contributions to a defined On an ongoing basis, actuarial gain vailable refunds and reductions in
contribution plan do not fall due within D e e tf,1at comprisi‘ture contributions to the plan.
12 months after the end of the period iy, o ience adjustments (the effects of The entity recognises income or

which the employee renderstheservicqjifferences between the previou€XPense on a net or gross basis

they should be discounted to theiry .y .o o) assumptions and what haSomPrising:
present value.

. _ actually occurred) and the effects of® Current service cost
Defined Benefit Plans _ changes in actuarial assumptions. In th@  interest cost

At t_he reporting date, the entity |ong-term, actuarial gains and losse® expected return on plan assets and
recognises a defined benefit I|ab|I|tymay offset one another and, as a result, reimbursement rights

comprising: ; _the enterprise is not required toe actuarial gains and losses
® the PV of the defined benefit recognise all such gains and losses past service cost recognised during
obligation immediately. IAS 19 specifies thatifthe  the period

® plus any actuarial gains (less anyaccumulated unrecognised actuarial cyrrent serviceost is the increase
actuarial losses) not recognised gains and losses exceed 10% of thg, the PV of the defined benefit

® minus any past service cost not yegreater of the defined benefit obligationypjigation resulting from employee
recognised or the fair value of plan assets, a portiogeryjce in the current period.

e minus the fair value (FV) of any plan of that net gain or loss is required to be Expected return on plan assets is
assets out of which the obligationsrecognised immediately as ipcome DRL L by multiplying the plan
are to be settled directly expense. 'I_'he portion recognised is thgsqats at the start of the reporting
The PV of the defined benefit excess divided by the expected averagg, jo py the expected rate of return on

Obligation should be determined USingemaining Working lives of the them for the reporting period_

the Projected Unit Credit Method. participating employees. Actuarial gains]’ermination NerLE

Valuations should be carried out withand losses that do not breach the 10%

sufficient regularity such that the limits described above (the ‘corridor’)

amounts recognised in the financiaheed not be recognised - although th :

statements do not differ materially fromenterprise may choose to do so. be recogmseq whgn, s e

those that would be determined at the Over the life of the plan, changes inthe elEIprige !S HEle i e

reporting date. The assumptions useBenefits under the plan will result in 0T Mted o either.

for the purposes of such valuationsncreases or decreases in th& terminate the employment of an

should be unbiased and mutuallyenterprise’s obligation. employee or group of employees

compatible. The rate used to diSCOUNt  past service cost is the term used o PETOTe the normal retirement date;

estimated cash flows should bejegcripe the change in the obligation °' e 4 ,

determined by reference to market yieldsg,, employee service in prior periods,® provide termination benefits as a

at the balance sheet date on high qua"%ising as a result of changes to plan result of an offer made in order to

corporate bonds. arrangements in the current period. Past encourage voluntary redundancy.
Actuarial gains and losses ariseservice cost may be either positive The enterprise will be demonstrably
from unanticipated changes in, Of(where benefits are introduced orcommitted to a termination when, and
changes in assumptions underlyingimproved) or negative (where existingonly when, it has a detailed formal plan
either the PV of the defined benefityenefits are reduced). Past service cofr the termination and is without
obligation or the FV of any related planshould be recognised immediately tgealistic possibility of withdrawal from
assets. Causes of actuarial gains anfle extent that it relates to formerthat plan. Where termination benefits
losses include: employees or to active employeedall due after more than 12 months after
® changes in the discount rate already vested. Otherwise, it should béhe balance sheet date, they should be
e current period employee turnoveramortised on a straight-line basis ovediscounted.

For termination benefits, IAS 19
gpecifies that amounts payable should
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19 Employee benefits 2004 Amendment Concerning ‘significant’in paragraph 111 of IAS 19.
Prescribed Disclosures Reporting Actuarial Gains and Losses Plan administration costs:
Extensive disclosures are required On April 29, 2004, the IASB issued Amendment of the definition of ‘return
for defined benefits plans and include¢he Exposure Draft oProposed on planassets’to require the deduction
reconciliations of the present value oAmendments to IAS 19, Employeef plan administration costs only to the
the defined benefit obligation, the fairBenefits:Actuarial Gains and Losses, extent that such costs have not been
value of plan assets and the totafsroup Plans and Disclosuren reflected in the actuarial assumptions
expenses recognised. It is important tecember 16, 2004, the IASB finalisedused to measure the defined benefit
note that an asset related to one pla@ amendment to IAS 19 to allow theobligation.
cannot be set-off against a liabilityoption of recognising actuarial gains  Replacement of term ‘fall due’:
related to a separate plan unless thegid losses in full in the period in whichAmendment of the definitions of ‘short-
is a legally enforceable right to use ghey occur, outside profit or loss, in a.erm employee benefits’ and ‘other
surplus in one plan to settle obligationstatement of recognised income antbng-term employee benefits’ to refer to
under the other plan. This is consister@xpense. This option is similar to thewhen the benefits are ‘due to be settled’,
with IAS 1, Presentation of Financial requirements of the UK standard, FRSather than when they ‘fall due’. The
Statementsrequirement not to offset 17, Retirement BenefitsThe Board final Standard refers to when employee
assets against liabilities of a similarconcluded that, pending further workbenefits are ‘due to be settled’ whereas
nature. Disclosures for other employe@®n post-employment benefits and onhe Exposure Draft referred to when the
benefits covered by IAS 19 may bereporting comprehensive income, themployee becomes entitled to the
required by IAS 1, IAS 2&Related Party approach in FRS 17 should be availablgenefits.
Disclosuresand IAS 37,Provisions, as an option to preparers of financial Gyidance on contingent liabilities:
Contingent Liabilities and Contingent statements using IFRSs. Theremoval of the reference to
Assets 9 Employee benefits amendment also provides guidance ofecognition’ in relation to contingent
2002 Amendment - ‘Asset Ceiling’  allocating the cost of a group definedjapjlities as it was inconsistent with IAS
The final ‘asset ceiling’ amendmentP€nefit plan to the entities in the groupg7, which states that an entity should
issued in May 2002 prevents the?008 Amendment—Improvementsto not recognise a contingent liability.

recognition of gains solely as a resultAS 19 | IFRIC Interpretation

of deferral of actuarial losses or past 1he IASB published on May 22,  The |nternational Financial

service cost, and prohibits the2008, ‘Improvements to IFRSs 2008".Reporting Interpretations Committee
recognition of losses solely as a resul®S 19 was amended based on thigFRIC) of the IASB has issued the
of deferral of actuarial gains. This canProjectin the following areas: following Interpretation relating to IAS

happen if an entity has a surplus in &urtailments and negative past service 19:

defined benefit plan and cannot, base80st: Clarification that: ® IFRIC 14: IAS 19 — The Limiton a

on the current terms of the plan, recove®
that surplus fully through refunds or
reductions in future contributions. In
such cases, deferral of past service cost
and actuarial losses that arise in the
period will increase the cumulative
unrecognised net actuarial losses an®l
past service cost. If that increase does
not result in a refund to the entity or a
reduction in future contributions to the
pension fund, a gain would have been
recognised under IAS 19 prior to this
amendment. This amendment, howeve®
prohibits recognising a gain in these
circumstances. The opposite effect
arises with deferred actuarial gains that
arise in the period. This amendment
prohibits recognising a loss in these
circumstances.

when a plan amendment reduces
benefits, the effect of the reduction
for future service is a curtailment
and the effect of any reduction for

Defined Benefit Asset, Minimum
Funding Requirements and their
Interaction (issued on July 4, 2007,
effective from January 1, 2008)

past service is a negative pasiFRIC 14 addresses three issues:

service cost; °
negative past service cost arises
when a change in the benefits
attributable to past service results
in a reduction in the present values
of the defined benefit obligation;
and

a curtailment may arise from a
reduction in the extent to which e
future salary increases are linked to
the benefits payable for past
service.

In addition, references
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when refunds or reductions in future
contributions should be regarded as
‘available’ in the context of
paragraph 58 of IAS 19;

how a minimum funding requirement
might affect the availability of
reductions in future contributions;
and

when a minimum funding require-
ment might give rise to a liability.
IFRIC 14 applies to all post-

employment defined benefits and other
to long-term employee defined benefits.
‘materiality’ have been replaced withMinimum funding requirements are
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defined as “any requirement to fund economic benefits are regarded a® Accounting for benefit promises
post-employment or other long-termavailable to an entity if the entity has  with a ‘higher of’ option
defined benefit plan” and would an unconditional right to realise them Therefore, the DP focuses on
therefore include both statutory andat some point during the life of the planimprovements to IAS 19. In the longer
contractual requirements. Paragraph 58r when the plan is settled, even if theYerm, the IASB intends to work with the
of IAS 19 (the so-called ‘asset-ceilingare not realisable immediately at theys Financial Accounting Standard
test’) limits the measurement of areporting date. Such an unconditionaBoard (FASB) towards a common
defined benefit asset to the total of anyight would not exist when the standard on post-employment benefit
cumulative unrecognised net actuariavailability of the refund or the promises. Because that project will take
losses and past service cost, and th@duction in future contribution would many years to complete, the IASB
present value of any economic benefit§e contingent upon factors beyond thggncluded  that  short-term
available in the form of refunds from the€ntity’s control (for example, approvaljnyrovements are needed to provide
plan or reductions in future by third parties such as plan trustees),qers with better information about
contributions to the plan. To the extent the right i§ contingent, N%ost-employment obligations.
Infimany countries) laws  or 2Seiiolic-Ne-receqmeets _ Among the IASB’s preliminary views
contractual terms require employers to  Atthe January 2000 IASB Meeting, 5 the following:
make minimum funding payments forthe staff presented a propose Recognise all changes in the value
their pension or other employee benefigtMmendment to IFRIC 14 to clarify the = plan assets and in the post-
plans. This enhances the security of theccounting where an entity makes employment benefit obligation in
retirement benefit promise made to/oluntary prepaid contributions and the financial statements in the period
members of an employee benefit p|ant_here is @ minimum funding requirement. PG CMAELEA R S e
Normally, such statutory or contractual! "€ Staff recommended an approach among other things, removing +
funding requirements would not affectt@t would treat the prepayment as options for deferred,recognition of
the measurement of the defined benefff"tially recoverable. However, many gains and losses in defined benefit
asset or liability. This is because th oard members felt that the whole of plans.

ol ; he prepayment is recoverable and,
contributions, once paid, become Iar’i o) : ; ; ;
assets and the addFi)tionaI net IiabFi)Iit ence, full recognition of the ® EsStReh (IR MG IS

would be nil. However, paragraph 58 oipre_payment W EDpIoE e Jne defiqed_benefit promi.ses A
IAS 19 limits the mealtsurement of thechalrman todk Ty vote ar_1d_ the/ Board contrlbutlon-based.pror.mses.

LY ARy L ‘presen?greed to f_uII recognition. .TheO Meas_ure co_ntrl_butlon—based
R R R Y e L I inamendment is to be exposed in due promises (which include cash-

course. balance plans), as follows:
the form of refunds from the plan orD_ ] P Embl Th f th 1,
reductions in future contributions to theP!ScUssion Paper on Employee e measurement of the entity’'s

plan.’ IFRIC 14 addresses theBenefitS Iiabil?ty for a contribution-based
interaction between a minimum funding ~ ©n March 27, 2008, the IASB promise SoLdEeitasE ol cHifcn
requirement and the limit placed by |ASPUblished for comment a Discussiorbest estimates, unbiased, probability-
19.58 on the measurement of the defineé§aper (DP) Preliminary Views on weighted amounts, and observable
benefit asset or liability. Amendments to IAS 19, Employe&arket values where they exist. Also,
Benefits The DP represents the firstthe entity should assume that the
gtep in a comprehensive project on thf:ggﬁgplr_omise goeshmt change. The
e accounting for post-employment benefi elieves that the measurement
Iréiu%?e?t (l)mrggg ISFUFELC al:yeggt:;s;) érlr: ?@romises. This step is limited in scopettributefair value assuming that the
benefits available to them in the form ofi© the following issues: bRt el f2es Mger 2
refuntls. or reductions in- future'®. The deferred recognition of some€XPresses this approach.
contributions at the maximum amount 92ins and losses arising from® Recognise unvested past service
that is consistent with the terms and defined benefit plans (currently IAS ~ cost in the period of a plan

conditions of the plan and any statutory 19 allows multiple options for amendment.

When determining the limit on a
defined benefit asset in accordance wit

requirements in the jurisdiction of the deferring recognition) ® Recognise both vested and
plan. The entity’s intentions on how to® Presentation of defined benefit unvested contribution-based
use a surplus (for instance, whether the liabilities promises as a liability.

entity intends to improve benefits rathe® Accounting for benefits that are  Allocate the benefits earned under
than reduce contributions or get a based on contributions and aa contribution-based promise to periods
refund) must be disregarded. Such promised return Contd. on Page 456
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One Person Company  esismers i, dsaiiy o
otherwise, become the member of the

(OPC) under the new  come

Provided further that it shall be the

= . duty of the member of a One Person
CO m pa.n I eS B I I I 2008' TO Company to intimate the Registrar the
change, if any, in the name of the person
be Or N Ot TO be I I I referred to in the preceding proviso and
LR indicated in the memorandum within
such time and in such form as may be
S.Bhasker* prescribed, and any such change shall
he Ministry of Corporate Affairs and isolation”, the usage of ‘one not be deemed to be an alteration of the
T has to be appreciated forpersoncompany’inthe legislation ma))nemorandum.
bringing in new generation not be legally prudent. Further it is  Thus OPC formed above could be a
reforms in the corporate sector byanybody’s guess on the fate of th&ompany limited by shares or, a
introducing e-Governance coupled withdoctrine of “Lifting the Corporate Veil” company limited by guarantee, or an
pro-active legislations like LLP Actand in case of OPCs! Itis highly debatablgsnlimited Company.
the new Companies Bill 2008. The newwhether OPCs could bring in much As per clause 5 1) The
bill may hopefully replace the existing needed relief to the small businesses imemorandum of a company shall
(voluminous) Companies Act 1956 andhe country. As was stated earlier thetate—the last letters and word “OPC
the author hopes that with UPA onceobjective behind introduction of OPC Limited” in the case of a One Person
again winning the popular mandate, theould be, to ensure lesser regulation fdimited company.
Comp_anie_s Bill 2008_mays_oon becomehe small busingssmen and MOre  As per clause 13 a company may,
a Ieglsl_atlon. In this article due tofregdor_n from the rigours of the eX'_St'”gbyaspecial resolution, alter its articles
constraint of space, author wants td:egslaﬂ_on. quever one has to wait a”qncluding alterations having the effect
analyse the concept of One Persosee for its fulfilment! of conversion of —

C_:ompany(OPC) introducc_ad for_thefirst As per clause 134j(a)Every AN YA A PR D LA
time in the new Companies Bill 2008company shall have a Board o B oaia s SHLRL LIRS I

based on Dr. J J Irani committe€pjrectors consisting of only individuals "
recommendations. In the words ofy5 girectors and shall have —one

Government of India “a new entity in yiractor in the case of a One Persor(fb) a public company into a private
the_form of One—P_erson Company (Opcbompany. It effectively means the One company or a One Person Company,
while empowering Government t0pgrgon Company will have a minimum
provide a simpler compliance regime folos one  pirector only and the Board(C) @ One Person Company into a public
small companies” has been introducecheetings will be conducted with himself ~ company or a private company
R SRR, and whatever he has in his mind could However above alteration shall not
As per clause 2¢R “One Person pe written as minutes! take effect except with the approval of
Company” means a company whichhas | ot ;s examine how OPCs could béhe National Company Law Tribunal
only one person as a member. Thig, .o nder the new Companies Bill.{formed under Section 369) which shall
i i 0 b o 0L Gl i oty ey ik e s
Entist (U, T satr b Komodiy formed for any lawful purpose by any— The Companies Bill 2008 has some
means corporation, business, concerr(C) ON€ person, where the company tepecial provisions relating to OPCs in
group,band, party ,set, circle, crowd,be formed is to b(_a a On_e Persomespt_act _of their contracts. They are
friendship, companionship, visitors,Compa”y' by sgbscrlblng his name teodified in clause 171 as below:
guests, people etc. Antonyms of the amemorand_um m_the manner prescrlbed Clausel71 seeks to provide for the
word “Company” being ‘individual @nd complying with the requirementsmanner in which certain transactions or
of this Act in respect of registration: contracts are entered between a one
*The author is a Fellow Member of ICSI Provided that the memorandum of a Onperson company and its sole member. It
based at Delhi and the views are personalPerson Company shall indicate the namgeeks to provide that where a One
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Person Company Limited by shares or (2) The company shall inform the = Exemption from compliance of
by guarantee enters into a contract witfRegistrar about every contract enteredarious provisions of the Bill for OPCs:
the sole member of the company who i#nto by the company and recorded irClause 421 contains these provisions—
also director, the company shall, unlesthe minutes of the meeting of its Boarghis clause seeks to provide that in case
the contract is in writing, ensure thatof Directors under subsectio) (vithin ~ of one Person Company, the Central
the terms of the contract or offer ardifteen days of the date of approval bygyernment may by notification exempt
contained in a memorandum or aréhe Board of Directors with such fee 8o compliance of certain provisions.
recorded in the minutes of the firstMay be prescribed, or with suchrpoy 4re_ those contained in Chapter

Board meeting held after entering intg@dditional fee as may be prescribegy ~ b ,chectys and allotment of

the contract and every such contrac{/thin the time specified, under sectiong, ., e Chapter IV- Share Capital and

shall be informed to the Registrar. ' _ Debentures, Chapter VIl-Management
The provisions are: (3) Where the company fails 05,4 administration, Chapter 1X-

inform the Registrar under sub—sectiorh .
ccounts of Companies, Chapter X-
Clause 1711) Where a One Person 5y pefore the expiry of the period s Y P
Audit and Auditors, Chapter XI-

Company limited by shares or by e : :
SLESIEC LlcersasclONEEES, Appointment and Qualification of

guarantee enters into a contract wit_l@70+15:285 daysith additional fee, X Al CAGIL ;
the sole member of the company who ishe company shall be punishable with irectors, Chapter XlI-Meetings o

also director of the company, thefine which shall not be less than twenty>0ard and its Powers, and Chapter Xill-
company shall, unless the contractis ifive thousand rupees but which may*PPointment and remuneration of
writing, ensure that the terms of theextend to one lakh rupees and evergpanagerlal personnel. However, a copy
contract or offer are contained in aofficer who is in default shall be Of draft notification shall be laid before
memorandum or are recorded in th@unishable with imprisonment for a termPoth the House of Parliament.
minutes of the first meeting of the Boardwhich may extend to six months or with  If OPCs in the country become a
of Directors of the company held nextfine which shall not be less than twentysuccess, professionals across the
after the entering into the contract:  five thousand rupees but which mayountry and external stakeholders
Provided that nothing in this sub-€xtend to one lakh rupees, or with bothyould equally be benefited and the
section shall apply to contracts entered It is worth mentioning that it is the Government may have more time for
into by the company in the ordinaryonly clause which contains elaboratensuring better Governance of the
course of its business. provisions in respect of OPCs. other major companies.

Contd. from Page 454

of service in accordance with the benefiby the Institute of Charteredto be crystallised at this stage.

formula. Accountants of India (ICAI) Accordingly, AS 15 provides criteria for
The IASB does not express acomparative to IAS 19 is AS 15, recognition of a provision for liability

preliminary view on the presentation ofEmployee BenefitaAS 15 is based on in respect of termination benefits on the

the components of post-employmenthe current IAS 19. basis of the general criteria for
benefit cost in comprehensive income  The major differences between IASrecognition of provision as per AS 29,
(within or outside of profit and loss). 19 and AS 15 are: Provisions, Contingent Liabilities and

Instead, several alternatives are Difference due to removal of Contingent Assetécorresponding to
discussed and comments invited byjternatives: Unlike IAS 19, AS 15 does AS 37).
September 26, 2008. not provide any option with regard toConclusion

Atthe February 2009 IASB Meeting, recognition of actuarial gains and As the first phase of the project, the
the staff presented the most recenbsses. It requires such gains and loss¢4SB issued the DP to reconsider
proposed project timetable for the postto be recognised immediately in theaccounting for some post-employment
employment benefits project. The planstatement of profit and loss. employee benefits, including Pensions.
provides for an exposure draft to be Conceptual Difference:Regarding The second phase of the project will
published in November 2009 with a 120‘recognition of termination benefits as aaim for a comprehensive review of all
day comment period and a final IFRS injaplity, it is felt that merely on the basis post-employment employee benefits.
the first half of 2011. of a detailed formal plan, it would not The final IFRS to be issued in 2011
Comparative Indian Standard be appropriate to recognise a provisioMVOU|d significantly improve the Pension

The Accounting Standard issuedsince a liability cannot be consideredAccounting
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Management Committee, Share Transfer
Committee, Executive nomination and
Compensation Committee, Investment
Committee, Audit Committee etc. forms
an integral part of the system for sound
Rakesh Kumar pandey* corporate governance. The board along
with different committees and chief
his paper focuses the legitimacycustomers, suppliers, lendersgexecutive officer (C.E.O.) play a vital role
Tof corporate governanceemployees, the share holders angb govern company’s’ affairs. Different
practising in India. It also expectations of the society. The Boardypes of internal audit and audit checks
analyses the important rules &of Directors supports the broadare the crucial part of corporate
principles of corporate governance in grinciples of corporate governance angiovernance. The success of corporate
keen competitive phase of economyays string emphasis on its trusteeshigovernance depends upon these sound
due to globalization. It discusses theole to align and direct the actions ofsystem of operation of company’s
true meaning of corporate governancéhe organization to achieve its a vowedffairs.
in the context of present economicobjectives of transparency, Corporate Governance in India : Needs
meltdown which needs properaccountability and integrity. of Reforms:

ggvernanceiof companies to'safeguard The fopaSea Prgpdiste davemantell e Shtyamisckndal came jntd loht
the interest of all stakeholders. Itgrises out of the large dependence & 16th December 2008 is really unique
analyses the rules of corporat&ompanies on financial markets as the, many angles. The fourth largest
governance and its implications madgyreeminent source of capital. Thesofware and B.P.O. company in India

on financial health of “equity quality of corporate governance shape§atyam Computer Services Ltd. is now
shareholders in the changed economige future and the growth of the capitatyippling on account of seven years
scenario. Comparison of IndiaNmarket, Strong corporate goverance igontinuous financial rigging by its Ex-

corporate governance and developegssential to resilient and vibrant capitathairman and promotor Ramalinga Raiju.
countries’ corporate governance is thenarket. But capital markets and financiakajy has confessed frankly Rs.7000

Corporate Governance:lts meaning & if individual have access to accurateconomic crimes committed by him
Concept: basic information about the companiegjnce very long time. The fact that

A Company is the largest form ofthey invest. The link between asatyam was awarded the Golden
business organization. Its dimensioffoMpany’s management, Board and itbeacock Award in Corporate
may be global. There are a lot offinancial reporting system is crucial. Ingovernance in Sept. 2008 brings in both
stakeholders in a corporate body. Théhe present context of globalization hybris and Complacency.
company’s philosophy on corporatecapita| is likely to flow to markets which This scandal has generated a
governance is to attain the highest levetr® Well regulated and practice highsignificant decline in general peoples’
of transparency, accountability angStandards of transparency, efficiencyy ;i |ndian corporate governance. It
integrity. This objective extends, notand honesty. played a vital role in crashing the index
merely with statutory requirements but  In order to protect and safeguarcof Indian stock market in prevailing
also to be beyond then putting intothe interest of all stakeholders,economic recession. A survey of 200
place. Procedures and systems whictorporate governance should compasspinion leaders in select metros of India
are in accordance with best practicefull systems and processes. Systemuring Nov. - Dec. 2008 showed a
for governance. The true meaning otomprises structure of Board ofdeclining trend in trust in all private as
corporate governance is to satisfy th®irectors, their optimum size, well public business institutions.
aspirations of all stakeholderscompositions, qualifications, role andBusiness trust decline was the highest

competencies, frequency of change oivhich is what this paper takes a look at,
* Research Scholar, University Departmenfoard members and nominee director@xplores lack of good corporate
of Commerce & Business. Management,VThe formulation of different committeesgovernance and therefore suggestion
K. S. U,, Ara (Bihar) by Board members such agn thisregards is forwarded.
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Despite government’s argumentsprotected from any liability, so that theypositions after some times. How far this
Satyam is not a stand alone case. Theege empowered to discharge theican workin India and professionals can
has been similar cases in the past, suchsponsibilities. be also fully relied upon to provide fair
as the Dharma Teja in India and Enromb) Role of Whistle-Blowers : and genuine management to a company
or World Com. inthe U. S. Alotofour |n a corporate body the whistle-is doubtful. But at least when
big corporate houses are exposeglowers mechanism needs to bgromoters’ management are caught in
greatly in enterprises abroad which ar@ncouraged and institionalised. Thea crime and their punishment should be
facing a financial crisises. Shares havehedia and regulators are two importangéxemplary and the trial must be
been playing to raise further loans taexternal whistle-blowers often acting onconducted on a day-to-day basis with
put into other group companies whichsuspicious ways in the Company, whilea time limitation.
are bordering on the verge of sicknessmployees are internal ones. The Enfon ot |ast on the basis of above
In recent month company’s ||k_e TCS fiasco was unveiled by one of itSgiscussion we conclude that the
Tata Motor, TTML, Ispatindustries, Jayemployees Sherron Watkins, while the:ooperate governance of India needs
;’;?/k?ssgo/HydrO ettC-,ha:/ipieigsdlthefvvorldcom skeleton came out of they, o overwhelmed. The indian

0-o0% promoter's stake 1o lake loancupbard, when its employees Eynthigsompany: actis further to be amended.
Promoters of 440 companies pledge@ooper spilled the beans. Regulatory body like SEBI, RBI, TRAI,

shared a whopping Rs.50,474 crores i'?c) Role of Auditors+ etc, should be more empowered and

;%Vt\)l"tl;%n Zotell; (;?ijrit‘;x;?g:ith: Auditors are required to check thetighten to take quick and prompt action
i dowﬂ pbusniess et ha\F/)e books of accounts honestly, yet theyagainst the guilty entity. The concept
i ?ail to do so. In the Satyam case itselfof corporate governance hinges on

tendency to go uphave become . b

TN 99 1% the global firm PWC had to hauled upcomplete transparency. For this, several
R gtiEallp pUer BEhCTSaRTS Satyan?ind its partners who were signing theestructuring measures in Company’s
fiasco has proved that Indian corporat P ' 9 pafiy

| Fabricated balance sheets have been ptégulations are to be made.
governance suffers from dublousIn jail. PWC has long been Satyam’
character. In order to raise the bar for : - YaMReferences
auditors and thus would have
corporate governance standards

| ~ “developed cosy relationship with thel'
following steps must be taken into
| IL Ak management. Companys are also

_ _ required to appoint internal auditors,
(@) Role of independent Directors pyt that too seem to have failed in thi-
(IDs) : other similar cases. Therefore, rotation

Machiraju H. R., : Corporate
Governance, Himalaya Publication
House, New Delhi, p.12

Mehta S. PradipReforming Corporate
Governance The Economic Times,

Due to the Satyam debacle, moref auditors should be mandatory after
necessary focus has been on the rokvery three years. 3.

of independent Directors as they wergd) Promoters and Management :

found sleeping. IDs are responsible for  The Indian corporate governance g,
two things:- Overseeing strategy antheculiar as compared to several western
overseeing financial propriety and legakountries. Most companies in India are
compliances. But to-day, their role ismanaged by promoters as against the
compromised by the fact that they danes in western economies. Hence we
not have time to see the happenings iReed home grown solutions to tackle
an enterprise. They are found as a blinghis type of problem. For vanishing
in a company’s/organization’s despitecompanies the Company’s Act already
getting handsome emolumentsprescribes barriers that such promoters
Remuneration to IDs needs to bayill be barred from raising further capital ®-
regulated in a manner that will ensurén the market and their names are enter
that they adhere to their cordinalon the Govts. web-site etc. It is7.
responsibility without fear or favour. suggested that promoters should be
Simultaneously, they should bebarred from holding management
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lans : The Economic Times, Kolkata,
Big Bucks, p. 1

Mishra, R. K. : Public Enterprises
Boards - Performance & Challenges, p.
11-17.

Rao, P. S. and Lee Singh, C.R. :
Governance Structure, Corporate
Decision Making and Firm Performance
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ase, it may need to think more radically

“Don’t let the crisis be waste s e e way te osiness

operates in order to unlock value.

K.A. Felix*
€ New Roles for a CMA
ith gloom and doom A shiftin perspective
.g . pelsi A Cost and Management
dominating news and - : :
. I Economic slowdown is the time to Accountant should come forward as a
sentiments, it is hard to see

anything but pain in the presentseparate the wheat from the chaff. Ineader and key decision maker in the
3 n X the heydays of economy,’'good’looks isation.

business scenario in many verticals, ,y y, - y 9 ; : organ|sat.|o_n_ _CMA should assume the

The excitement of the boom period ha great’ and ‘great’ looks ‘demigods'. responsibilities  of ~ operations

given way to hard-hitting realities The%uring a downturn, the prevailing ills performance management and ensure
y e a— fioTar s q 1

board rooms swapped the papers dP fie orgam_zaﬂon, .de S an_denterpr|§e governance_ T the

Inaccuracies in planning, bottlenecks irprganisation. He need to think less like

market expansion and employee Welfartﬁqe e hecom SR i 1
schemes with programmes for Yy €an accountant and more like a business

i , . visible. The consumer no longer bu i iCi

aggressive cost reduction. This - e o : g thySmr:mager, operations controller, efficiency
g ’ ice to have ‘goods or services; rathegudi

T anlle e et eI SIS S manager% g ; Guditor, performance score board keeper

in a perplexed situation. Adversities ardhey optfor ‘musthaves® and finally as an entrepreneur.

many and so are the expectations. One In these trying times, companies We don't have precise road maps
thing is for sure-these exceptionaheed to look beyond traditionalpefore us and the situation vary from
circumstances warrant exceptionaforecasting and budgeting systemsindustry to industry.yet, being a part of
actions. These days of blues can bewhich may prove to be inadequatethe system; we can sense how things
great opportunity to all the Costwhat is needed is ‘scenario planningsre evolving and identify early
Accountants across the country.  where companies stress-test thei§ymptoms of negative institutional

Right time to take the driver seat strategies and processes against a Wigigartia. Then we will have to introspect

_ ! | range of future scenarios to identify;q re-evaluate the strengths and
A dedicated and imaginative COSthejr yulnerabilities. Companies heed Qe aknesses of the organization. A

management accountant can help thggye from process driven approach '@ravity Diagnostics of the organisation
enterprise of which he is a part to idg,urpose driven approach, wherein the o "¢ onducted before thinking of a
over the turbulent waters and to fortifya)ye addition capacity of each G T L A

it against the impending storm. activity is re-evaluated. Who else other
During the boom time, the top flying than the Cost and ManagemenBe ready to go the extramile

executives from the marketing used t¢\ccountant can  shoulder this g the Cost and Management
be the uncrowned heroes with everesponsibility efficiently? Accountants in service-whatever be the

‘'veto’ powers in the company, as they s not only about plucking the low- post you are holding-it is time to find
appear to be the ‘profit gods’. Duringpanging fruits, but a CMA needs toan extra hour everyday to spend for
recession, it appears that the magigig deep like a mine worker in the goldnon-transactional but value adding
wand of profit generation in their handmine to extract the invisible value.  activities. Like the Edward De Bono's

has suddenly lost its powers. At this f 3 Sl
point, the Cost and Management Companies need to give a hard looR™ elf sitrere. o crgatlve thm.kmg,
Accountant-whether he is in service ot the cost structure to optimize the sam\ghere each person involved in the

in practice-should leave their comfort!© achieve long term benefits of COS{hlought phroceTs § ?ssumlng xarlous
zone and move to the challenge zond/lanagement. A detailed jpuffi-sicelS eSS COOUNATLIE SEDICasages
so as to control the steering wheel Oécanning to be performed fordiagnosi:y‘?u e cutoropend th?t i hour &
& enterpiise atthe enterprise level followed by a time-different coloured hats ‘to identify the
bound action plan with specific targetsbvious and invisible inefficiencies
*B Sc. FICWA, Practicing Cost Accountant and accountability at different levels. IfPertaining and the opportunities for

felix@costingadvisocom a business is unable to optimize its cogtost improvement. CMA need to stop
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over-analyzing and start experimentingstrategic options of cost managemerferepare an action plan
as an entrepreneur. and cost reduction have to be explored
for implementation.

Based on the above critical
Segregating value added and non value examination, and with the support of all
added costs Tactical Cost Management (TCMyefers ~ Other major sections in the enterprise, a
Cost reduction programs are liket® actions which bring inimmediate anddetailed ?9“0” plan with milesto'n.es for
double edged sword. If not utilizedincremental benefits by focus oneach activity and the accountability can
properly, you will be cutting the tree discretionary spending areas. TcMPe chartered out. CMA needs to address

branch on which you will be sitting.  focus on elimination of very obvious the issues refating to ‘Execution Gap’

A oA AT A astages and avoidance of apparentg,pecifically to en_sure thg success_of_the
for giving a re-IookF;t each and ever igh overheads. This approach will Y09t l_Exgcqun S RS
activity of the organization so as tc})/fOCUS MoresonsSeling. Gernela! &frorln 0r|g|.nall LY gctgal

o : implementation. In many organisations,
identify inefficient, on-value adding and e R s IO 0T

Y OlbIE Ao e e e Weighpen‘ormanceimprovement. This methodr:zn'sssoure St thebdeahrth o act!on

: . j§ comparatively easy to implement at & Y p_rograms, e Ex_ecutu_)n
costs and the associated benefits, W& : / Gap is the issue. CMAs need to identify
may see that many Conventionaphortertlme T R AR potential road blocks, motivational
activities followed in the organization The benefits also shall be short term RN, IRRR T LA UL gaps

i re. Str i Man men . ! L
are not at all adding any value to thé'ature. Strategic Cost Management | disputes which may hinder the

i7ati arries out cost reductions that aim to h )
organization. Such costs are to bé smooth implementation of the plan. He

segregated from the value adding anie optimal and sustainable for the,  , no o ccessiul in getting a buy-

inevitable activities. CopRaly. It TeRTNS prodaeens from for his plan from the top management
beginning to end to identify cost

Frantic attempts to cut costs may and the critical team members before

lead to a holistic approach affecting vitaldnvers @nd to ofiimize the Y8IBE fromy . g}l out,

sectors such as product innovationt,he Fosls inGuITgs
training to employees, marketingStrategic Cost Management (SCMijs

campaign etc.such pruning may hindegustainable efforts perfectly aligned YOU NO longer belong to the class
the future prospects of the company byiith the long term corporate strategyP! €MPloyees perceived as ‘cost to be
obstructing opportunities to penetrateyf the enterprise. SCM evaluates eachMMized’ rather a manager thinks
the market and strengthen itsand every processes and activities §20!t COSt Performance Improvement.
foundation. So it is very clear that thegain long term cost savings throughTOday’ enterprises are longing for
segregation of value added and nogyimization, rationalization, and PS'>°"° b I|ttlg alertness. and :
value added activities has a prominent;i ojification of procedures and knack to gauge business pOSSIPﬂl“e_S-
role to play, from this detailed analySiS’practices. SCM introduce structuraIYou can rose to such a top position in

i i e = the hierarchy, where you will meet no
enterprise can decide where to cut t%hanges PR e after a Y y

what extent. 0 el qditi fother predecessor cost accountant. The
Bench ki ¢ hhp sk 5 6;]' = _a.na ys:; 2 V?] u:je 2 (;lc:n Olextent of satisfaction and pride that one
ench marking of costs and charting each activity. This method needs lot Offeels, when he does something extra is

a Cost Reduction program in-depth thinking and before it is much more valuable than any material

The next step is to set a reasonabf@unched. This method can be morg pieyement and recognition
standard for every cost. Such an attemgSurce hungry than the Tactical Cosfsqqciated. Certainly these gloom days
will motivate to avoid overspends angManagement and requires longer timg, e the pest time for any Cost and
will act as a measure of futurelines forits successfulimplementationyjanagement Accountant to create a
performance. Every penny saved i$CM also assesses the impacts, riskgstory in his organisation. Let's chart
valuable and this accumulated wealtt@nd sustainability of potential costoyt an action plan for a sustained and
can be re-channalised towards futuréeduction actions and identifies thoseomprehensive enter. Don't let the crisis
oriented activities. Both tactical andthat make strategic sense. be wasteda

Don't let the crises be wasted
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- reviewing and monitoring costs inherent
I CWAI GOI ng G IObaI Wa.yin the business that have dual
~ accountability to both finance and the

f1 A H ead Start In G IO bal business team. S_p_?o;Mc task areas,
where accountability may be more

meaningful to the business management

I\/I a,n ag e m e nt ACCO u ntl n g team vs. the corporate finance team, are

the development of new product

costing, operations research, business
Career driver metrics, sales management

scorecarding, and client profitability
S. J. Kumar* analysis and plans for safeguarding

éassets of corporate bodies.

abounds with witnessing of range of competencies. All along, the role of a Financial

technological innovations which | the context of such changingAccoumant is mainly to prepare certain

T he post industrial revolution eraManagement Accountants with a broa
iivnancial reports, reconciliations of

have been the core of economi i il
devel t and ial ch Th%cenarlo, e e that the Ministry ok o cial data and regulatory reporting
evelopment and soclal change. [N€orporate Affairs have already cleare HiSHEL L ful h
last decade of the 20th century ha i : IaNES \DAEI M Oreifice | RIS
Y Naghe pact of ICWAI signing an MOU with hi %" : :
: : i = corporate bodies in meeting their
experienced dramatic changes in thgne institute of Management b
e BN e e ; - " statutory obligations. Consequent to
wor Y. g Accountants (IMA), USA, which will " - . ;
leading economists an e changing economic scenario, CEOs
years, g thave the way to ICWAI members for d CEOs of dmit th
rganizations of the world havey; : e s of many MNCs admit that
org direct reciprocal arrangement of : :

i i . e the progression of the accounting and
discovered the value of this resourcegranting IMA membership is a welcomey: i ; |
as is evident from the hiring of Indiansjgn finance career path is that financial

- accounting is a stepping stone to

Finance & Accounting professionals !
ol Changing Role of Managementmanagement accounting.

TS Erals eI I IargeAccountants within the Corporation
numbers by MNCs. P ] Consistent with the reasonable and

ey s syt S0 o s s
liberalization and globalization, the Ao cdevesh The global oG |?hn,managem?rt1ha%cogn ¢ i h('elp
finance and accounting sector hag """ L managemergtnyi { esu_cclesso t'e i Wf N
Lid eroolis \rapidghanasian dghae . B Neaniom corpora,te sector acrosgrIC ot bk d M
thrown up numerous avenues for atutory compliance and historical

1 i .~ the world are also experiencing dua i
finance professionals. Currently, while P 9 endeavor basis.

-reporting relationship. As a strategiC\eed for a global Professional

large number of MNCs are eyeing their q e doc = Brh

greener pastures in the length anﬁartne_r g PREaalRtl deeisbIRbasE o S o ni Management
breadth of India, finance and accountin m::;'aé r?1nedn?Ze(:?gogil;:qnt?r;nr?%% Accounting:

professionals are sought after by everip g - "' To meet these growing requirements

sector and they are being treated agsponsuble for managing the busmessnd ST T T e

hotcakes by those MNCs and also b Seiy gnd actie e aus _tlme pavin hould be having that competency
eporting relationships and ™. ) ‘
within him. Having a Professional

Knowledge Process Outsourcin e
industry. responsibilities to the CEOs and CFOSCertification is always rewarding. A

The global economic recession and With proposals of IFRS adoption giopally accredited Certification will
day-to-day increased businesd!niformly by all business housesjgaq to have a faster career growth than
regulatory compliance have created afl!oPally by 2011, the managementngose who do not have. The Certified
increased demand for highly specializedccountants are now expected ofjanagement Accountant (CMA)

possessing knowledge base '”ClUS'Vesignation provides corporate
*M.Com., MBA, FICWA. CMA (USA) of formulating strategies in the panagement and individual Members
M. No. 13154 CMA(USA) No:27494 changing scenario, forecasting,ith an objective measure of knowledge
Director (Finance), Smart Green Poweplanning and constructing businesgnd competence in the field of
Private Limited, Chennai (An Affiliate of activities, optimal use of resourcesyianagement Accounting. The CMA
Smartsoft International Inc, GA, USA)  through performing variance analysis designation offered by the Institute of
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Management Accountants (IMA), USA (Salary per Annum for CMAsin USS)
has got international accreditation an™ year Mean Median | 20th percent!le]  80th percent! €
IMA has a network of over 600_00 2007 101.805 92,000 67.500 125500
Management Accountants worldwide

. o 2006 95,268 86,831 65,000 120,000

The Institute of Certified

Management Accountants (ICMA) 2005 92,746 84,550 60,500 116,450
USA, state “A management accountant 2004 91,054 83,000 62,250 114,000
applies his or her professional 2003 | 87,108 79,900 58,900 107,000
knowledge and skill in the preparation Salary Survey 2007 - (Courtesy :IMA)

and presentation of financial and other
decision oriented information in such aCandidates with a minimum score in thdinance knowledge, including financial

way as to assist management in thBOth percentile or higher on either theanalysis, budgeting and forecasting,
formulation of policies and in the Graduate Management Admission Tesand cost accounting. The knowledge
planning and control of the operation(GMAT) or the Graduate Record obtained from the CMA cetrtification will
of the undertaking. ManagementExamination (GRE) are also eligible.  lend itself to professional leadership,
Accountants, therefore, are seen as thehe CMA program consists of four Stratégic business partnerships, and a
“value-creators” amongst the parts of online exam which can be takeR"'9ht  future in management
accountants. They are much morgp throughout the year in ICMA's &ccounting.

interested in forward looking and takingauthorized testing centres across theMA certification will

decisions that will ac_:cel_erate the futurq,\,o”d subject to certain conditions.a) Confirms proficiency in the chosen
growth of the organization, than in theprofessional Accountants as approved field:

historical recording and compliancepy |\MA are eligible for Part 1 waiver. b)
scorekeeping aspects of the profession.

Management accounting knowledgef lified CWA i i
e e pdneneelotn, tharstoss, pio]deasme S as perarrangement) Confirms business competency and

obtained from varied fields andofC WA!with IMA. More so, students ~ management skills;

functions within an organization, such ¥ s.tage pf [J/VA can HUEHE Pa”a) Demonstrates commitment to
as information management, treasury? &_3 3|mu|taneou_sly gnd ps .ready g professional ethics and continuous
efficiency auditing, marketing, ayal th_e Rart 1-\(va|ver |mmed!at_ely o updation of current development in
valuation, pricing, logistics, etc.” (Visit becoming qualified CWAs. This is due the chosen field; and

] ; to the flexibility of taking first three parts
IMA at http://www.imanet.or
1 9 in any order as per IMA. Part 4 can bee) IS (e Bltg FL L e

Qualified CMAS have opportunities ,ne 'thereafter which would quicken  The opportunities available for
to enter into a_spe_ctrum of positions, . attaining of the global CMA CMAs in selected countries are
Some common job titles for manageme esignation. The ICMA exams areSummarized below:

accountants in organizations of aIIsize§i : :
1 vailable online throughout the year Gl
obal careers for CM As
IR SUUCEA R (RS, SE subject to certain conditions.

Accountant, Cost Accountant, Senior USA 703

Allows to join an elite group of
Part 1 of the CMA exam is waived  business professionals;

Accountant, Corporate or Division 1€ CMA Designationwill be finally | - . 204
Planner, Financial Analyst, Budgetdccorded by the Institute of o 170
Analyst, Internal Auditor, Finance Management Accountants, NewJerse}, y
Manager, Controller, Vice President(USA and CMA holders will have the UK 1364
Finance), Treasurer, Chief FinanciaPrVileged opportunities of working in Singapore 131
Officer (CFO) ,Chief Executive Officer multln"atlonal companies across thesemany 1563
(CEO). W, Dubai 21

Students / Qualified professional The CMA Value Australia 184
Accountants, Graduates / Post The CMA certification span

: 3 . ; : HongKong 14

Graduates in the fields of Financepractical business knowledge from
Accounting, Commerce & Managementprofessional group interaction, apal) 129

of any of the above said programs aréusiness ethics, and informationSwitzerland 63
eligible to join the CMA program. technology to everyday accounting and  (Positions during March,2009)
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GLOBAL FINANCIAL TRAINING

Pi=0OnN

SEDUCATION B>

Balance sheet is no more a balance sheet...!!
Less than 650 days left to get prepared for this massive change.

i fMast thorough aipdama in IFRS avallable T dale

ATC » =
Our IFRS Experts fram fnoa & Europe includes:
= Keith Rye (Ex-PIWC Training Manager, LK)

. = 05, Rawad (Awuthar of Tazmann}

Interngdionall Financial Regort ng standards = Jalimder Hadra (A00008, LK)

Diploma From ACCA (UK) + Yagresh Desai (F.C.A CPA LISA)

Eligiblity: ) .
B, Coam and abawa + Twa years axpariancs in Accoamling Field Duration: 4-6 Months
CA CS ICWA, M.COM, MBA Financa

ﬂﬁh’ + Eam e Highest Accounting Credential of LS,
+ Geirl Racrgited by BAMCa and Tap Financisl Feres
+ CPA, is e statutory titke of qualfiad acocorviants in LIS
Eisk Stedy Maberial has helped more than 1,480,000

Cartiliad Puble Azpaunlan (LISA) Candislates warklwide

Eligibllity: B.Ceom, M.Gom, GA, G5, ICYWA, MBA Finance Duration: 4 Months

irfivicdunle & I!'."ﬂrp.:lr;ru whia have affandad owr fraindng programes irciluoe:
“Folance - NTPC < DLF+ HEHC- SAlL- Unitad Coliors of Barstian « Cof Techndlogy - IRCON -~ CRIC LI, + Dasaaall
Sk o Rl Krmay « Mlerrior Grcp-'u::. a Dr. Willmer Schywans « Ciena India = Pu my Llowd = Mavodand

o
“Live virtual elasses [n more than 240 cities are available for IFRS scross india
“Admissions opan for the above programs (2000 July batciy)™

Comprtarenslava 0fhea Ko 1% 04, Blag Ne 2 Wilvarard Mapar Sar Mo 4, Belird Bo=ar Hems Forttu Mam, Suwam NepinanaRead-
|Sahar Road] &sdran |Easl ) Tl 032-2 68 3RISWNIESD, Jy 2031 55, Aich s 006 BANGALDORE: Frnascal Tramiryg laablule, KNET
Hisld i8 th crd g, IndranagarTal: 053 i I | hm-ERTITEIA CH Arm-0 T ITEIRT?

Coapormin Qifice: PIRON Edur-!r.-m Pvi. Lid.
485 Paipargasy badusina Estaln, (D=t 105052 H L L 1453455 /| 01142004801
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it derives i lue fi he value of th
Exchange Traded FUNAS meynsosseompisng e e
. _ Asa coroll_ary, the price of ETF depends
the cardinalinveStimeRt st e
= = 5 Ind king has b idel
O ptl O n I n tu rb u Ie nt tl m eS acclgirr?t)a(dtirr?;r;::gceaa;d iiiﬂe\g;yzsya

winning strategy for long term

. : : ; ._Inyesting. It has been the experience that
The global meltdown, international repute firms going bankrupt, fudging gﬂ&bally amajority of actively managed

accounting numbers and dubious corporate governance have made eqyiis have under performed their
investing more challenging then ever before. The investors are constantly Pé'sﬁective benchmarks over a long
look out for secure and promising bets. Stock picking is not easy as it looks and 4 ¢ time. In the US, in the last 20
therefore construction of equity portfolio is imperative. The premise t rs, an estimated 65-80% of the fund
diversification reduces the risk is beyond doubt. Diversification entails SCO“H‘ﬂgnagers have under performed the
of investment avenues in terms of risk and return. It calls for developing a portfglgb 500,

of assets or securities in such a way to minimize the risk. The institutional investors _ . 3
like Flls, Fls, insurance companies, hedge funds and pension funds do have th\éﬂ"'a.m Sharpé e oR Iaur(_eate il
wherewithal to diversify their investments. The individual investors hardly d%%onomlcs, believes thagallactive fund
match up to the institutional investors in terms of the expertise and also majéﬂ agers together \can never
of them are not market savvy. In this context, Exchange traded funds (E? eriorm the VEEL C o'nse_qugntly,
come in handy to help out the individual investors in the stock market. ETFs Ir iy 4 mvgstors ik mstltuthnal
the safe bets and provide scrupulous diversification. In fact in the develo 8 reta|! N |'ncre_asmgly bt
markets ETFs are the most sought after means of investing in the equities. r"f‘rds mvgstlng n welI-dgfmed
India ETFs are yet to catch up the attention of the investors. The National stagkces: S 2R Pl S et Ay
Exchange [NSE] is the first exchange in India to introduce ETFs. The preggﬁpaQEd- Infagt e Igrgest [ Hpd
work discusses the concept of ETFs in totality so as to educate individ%]\fme foday is anjindex fundjon/the
investors. The study also seeks to establish / demonstrate the fact as to how B managed by Vangard

guarantee scrupulous diversification. ETFsfirstcame into existence in USA
in 1993 with the dawn of SPDRs.

Dr. Batni Raghavendra Rao* Currently around USD 720 billion is
| 9 1 W invested in more than 1100 ETFs
Introduction diversified becomes obsolete an_cblobally. The important ones are SPDRs

nvesting in equity asset class igeédundantas time passes by. There ifiacks S&P 500 index], QQQQs [tracks
risky and complicated. The equity'sway out for the individual investors. \aSDAQ 100 index], iShares [tracks
risk reward proposition varies What is the way out? Here comes thg;scy), TRAHK [tracks Hang Seng
depending on the market trend. It i€oncept, ETFs, the acronym forhgex] Diamonds [tracks DJIA, Dow
more complicated to predict single stockExchange Traded Funds. Jones Industrial Average], Streettrack
performance over a period of time than/Vhat is an Exchange Traded Fund?  [ETF owned by the World Gold Council
drawing judgment on the market as a An ETF is an amalgam financial & is listed on the NYSE] etc. The growth
whole. Therefore, investors do well if hroquct, a cross between a stock and@ ETF in the global context is given
they invest in a portfolio of stocks. mytyal fund. ETF is a portfolio or basketoelow in the chart 1.
Diversify or perish is the maxim in the of securities that replicates thelndian Context:
world of finance. However, the composition of indices like Nifty,
individual investors find it hard t0 sensex, NASDAQ 100 etc. Essentially,
iR e practl_ce .the PortfolieeTE KO _th.e track qf ma_r!<et Indlce‘Q’http://www.nse-india.com/content/
approach to the equity investmentang hence it is well diversified all the (g oo de” o S
More over, a portfolio which is well time, ETFs are passively managed indeX N e
tracking funds listed on stock www.funds-sp.com, cited in Benchmark

*FICWA, Professor in Finance and Head-exchanges. ETF is not a stock 0l\/lutual Fund’s Nifty Benchmark Exchange

Research, MATS Institute of Managemensecurity by itself. It is managed as!2ded Scheme, FAQs

and Entrepreneurship, Bangalore. mutual fund but traded as stock. In factlbid

In India we have eight equity ETFs
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Chart 1: Global Listed ETF Growth
Rectangular Bars represent ETFs Asset
Line representina Number of ETFs

diversification as the benchmark is the
Nifty index. Junior BEES is benchmarked
to the Nifty Junior index which contains

midcap, promising and growth potential
companies from across various sectors.
Bank BEES, PSU Bank BEES, Kotak PSU
Bank BEES and Reliance Bank BEES are
sector specific ETFs.

Concept and operation of ETFs:

The fund or the sponsor conceives
—— the idea of ETF and launches by
offering the units against the basket of
i - . shares of the underlying index. The
: creation of units in kind [by exchanging
equivalent amount of the underlying
securities/shares] and the redemption
of creation units are done at the
institutional level. The trading of ETF
units is carried via stock exchange. The

7

: G
Souree: Morgan Stanley Invesiment StrategesBloomberg, Q3 100

Table 1: ETFs Launched on National Stock Exchande

ETFs Benchmarie | Malousned by | Truding Begun

working mechanics is captured in the

MIFTY BIS | ‘wl:l- | Bevohimar b | oY following chart.
T11500 5 REES Mty Juisdase Pherirhirars Pl 21= 0

11 5L 0H:N | :.";."‘:_'\- LITT &A1 [ lidy 16"k Why ETFS?

JANE [IEES | EMX Bank index | Bonchmark b | Wy 20% 04 1. Risk Containment:Unsystematic
s5LUBNK HEEY | o P Tark Mok | Bicchurmek b | b 1717 risk almost reduces to zero because of
EOTAK PHL BANE | M PR Hank lado. | Koisk MI | e |E" IUminOUS diVerSification. ESpeCially in
BULIAMCE BANK | CHX Hemk Index | R bi | 2™ m case of Nifty BEES/UTI SUNDER/

sl ¢ s Sasem b aregerest P L Jalyw 18™ 3E

| Pl Fusmn oy QNIFTY, the investment goes among
Source: Compiled fromNSEIndia website, www.nseindia.com

top 50 companies spreading across

on National Stock Exchange. Thebench mark s the Nifty index and henc@Ver 20 industries. In comparison to a
various ETFs available for trading inthe investmentin Nifty BEES is as goodStock, an investment in an ETF index
India are tabulated in the following as investing in the nifty constituent (50)Product provides a diversified exposure
table. companies. Nifty BEES ensuresto the market. Depending on the index,

Nifty BEES is the first ETF to hit the investment in well diversified and largelnvestors may obtain exposure to
Indian capital market. It is the mostcap blue chip companies from acros§ountries/ markets or sectors. For
popular ETF. Nifty BEES won the OVer 20 industries. UTI SUNDER andexample, if the investor is looking for
Golden Peacock Awatdn the ‘Most QNIFTY also bring in the same exposure in quality banking stocks, he/

Innovative Financial Product in 2002 she may invest in Bank BEES. On the
03 Category’ given by the Institute of* The table contains only equity ETFs andther hand, if the mid cap stocks are to

Directors (I0D), Delhi. It also got ‘Best does not contain commodity ETFs like Goldbe bought, then go for Junior BEES. As
Performing Mutual Fund of the YearETFS and money market ETF like Liquidper the finding$ of the “India
2007 award in the Index Fund CategoryBEES as the scope of the article is equitHousehold Investors Survey-2004", the
atthe CNBC - TV 18 - Crisil Mutual Fund related ETFs. On NSE, the listed Gold ETFsnutual fund industry has shifted its
of the Year Award 20071t is managed 2"€: G0ld BEES, Gold Share, Kotak Goldfocus towards corporate investors and
by the Benchmark Asset Managemerﬁzehance Gold & Quantum Gold. high net worth individuals and stay
Company (BAMC). Incidentally, with http://www.benchmarkrunds.com/away from individual investors.
this listing, India has become the firsthiftybees.cgi Therefore, for the individual investors,
emerging economy in Asia to launch’lbid so far as diversification is concerned,
an ETF. BAMC made a maiden public’ mytual Funds 2005 Special, “Why Mutual the way out is ETFs.

issue [December 2001] for N_ifty BEESFunds are Nobody’s FavoriteGhartered 2. Versus Futures: Another
and collected Rs 21 crores. Nifty BEESSrinancial Analyst,June 2005, p.65 advantageof ETFs in comparison to
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Chart 2 : Concept and operation of ETFs
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futures is that the trading lots are smallethe units of mutual funds. Since ETFss not the case as the redemption is in
than that in the case of futures wherean be traded through the day - unlik&ind. Authorised Participants can
the minimum contract size is in the rang®pen ended mutual funds that can bexchange their units for a basket of index
of Rs. 50,000 to Rs. 2,00,000 (Dependingought and sold only on the basis ohares instead of cash for units
on the market price of the underlyingthe day’s closing NAV - ETFs tend toredeemed. Consequently, ETFs enjoy
and on mini or normal size of futurestrack the index much more closely. Thdow tracking error compared to open-
contracts). More over there is a need tauthorised participants also help irend index funds. As per the Benchmark
keep track of all the marginsproviding liquidity by involving in Funds repott, tracking error in case of
(maintenance and additional) which arcreation of units and cash. Designatedllifty BEES is the lowest. This is evident
investor has to pay in case of futuresnarket-makers offer real time two-wayfrom the following chart.

contracts. prices.

3. Arbitrage: Price of ETF is always 5. Transparency: A rupee invested in
linked to its underlying & it moves in the ETF can be tracked easily and thefganaki Krishnan & Nikhil Lohade,
the same way as its underlying.s no hide and seek. The fund managersutures wary? Turn to ETFs”, hitp:
However the investor has to note therovide the list of securities that makevww.business-standard.com/search/
fact that the ETF unit's NAV is not the up the index. The market prices can betorypage new. php? leftnmimnu6 &
same as the price of the underlying shaneacked on real basis as the ETFs aneftindx=6&Iselect=9&autono=153649
although the liquidity of the ETF is listed on stock exchanges. The NAV 0b 1acking error is the difference in total
related to the liquidity of the underlying the fund is available on real time basiS,at,rn between n ETEs net asset value
shares. Investors can actually arbitragg, | ow tracking error % In case of a (NAV) and its underlying index for the
between the two. normal index fund a proportion of assetgeriod.

4.Liquidity: ETFs can be boughtandmust be held in cash to meetogenchmark Fund Report on Nifty BEES,
sold throughout the trading day unlikeredemptions. But in case of ETFs, thig g
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7.Versus Open ended mutual funds Chart 3: Tracking Error across the products

[OPMF]: Prices of ETFs are available P

on real time basis unlike OPMF, where 288
the prices are announced on daily basi B
Similarly, the portfolio disclosure is on
real time basis but not on monthly basis
Intra day trading is not possible in cast
of OPMF and very much possible in
case of ETFs. More or less the story i
same for the closed ended mutual fund

also and hence ETFs score over bot il PP
types of mutual funds.

Bbda OB Q&Y

Annualized Tracking Enmor
-

oY
o

8. No Bias and Passive approachn
case of ETFs, the fear of “Fund Manage
Bias” is totally absent as the ETFs art
passively managed. Therefore, ETFs : ]
provide objective approach to theSource: Mutual Funds India Explorer, cited in Benchmark Fund Report dated 31/8/08

investment. In US, all relevant fiduciary
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standards (the 1974 Employee lable 2: Total Expense Kabio

Retirement Income Security Act, the | Funds Type Straight Mean Average | Weighted Average
1994 Uniform Prudent Investor Act, the | Actively Managed 2 11% 1 L75%
1997 Uniform Management of Public | T s [ L 16% [ .06%
Employee Retirement Systems Act, the | ETFs i ML | 41

2006 Uniform Prudent Management of

il L. Soprcc: Morgan Stanley Repor
Institutional Funds Act, etc) have = =

embedded language suggesting thaf;smatically adjusted. And thereby, thensures that the market price and the
passive investment strategy as thgslity stocks come in and non-NAV of the ETFs move in tandem.
_appropriate impltlelmentation Ofaf“”d’sperforming stocks exit ensuring
e stmenrolay continuous  refinement of the g, i a5 an asset class is posing all
9- Expense ratio:It is the out of benchmark. The recent example i%he challenges to the investors. The

pocket expense or management fees gfatyam Computers, which exited the . . .
fund houses. The expense ratio is thRifty index making way for Reliance investment chr_nate IS charactgnzed by
lowest in case of ETFs. In case NiftyCapital. CanparEiers ilds cas Sitdingy ai

i DR AR R U 11. Insulates long term investors e R
] WS A LRI TR short term trading activity: Unlike governance_ standards.and I_ack g
comparative statistics as regard%pen-ended mutual funds, ETFs ensu investor confidence. Having said that,

I
expenses ratio across products.

Wrap up: In the present day context,

. the equity as an asset class can
the long term investors do not bear the Y

10. Auto Adjustment and refine-  short term trading costs. This is due FaapcronninAeliond i gicrlige

ment: When there is change in thethe fact that in ETFs the individual ©°! Proof mechanism by which
constituents of the index, immediatelyinvestors buy or sell ETF shares at thihdividual corporate houses can
the ETF benchmark will get market price from the exchange and ndightfully be appraised for making

from the fund directly. The authorisedinves'_[mem- The m.axim, don’t put all
“Armstrong IIl, Frank, ‘The Fiduciary's Participants transact with the fund in€99gs Inone bask_et ISHOrE r_elev_ant now
Default Investment ChoiceCPA Journal, ‘in-kind’ form called as creation units. than before. Diversification is the
Nov 2008, Volume 58 Issue Il,p46-47, 2p The authorised participants resort tdemedy. But the individual investors are
“Benchmark Fund Report on Nifty BBBS, &rbitrage when the market price of ETF4! organized and not decisive. In this
P-6 move away from their NAV and this backdrop, the ETFs come in haraly.
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be best understood through

considering the definitions of the words

‘performance’ and ‘measurement’

according to the Baldrige Criteria:

e Performance refers to output results
and their outcomes obtained from
processes, products, and services

Business of Today and

Business Intelligence
“Competing in the flat world” that_pert _evaluation” ant

Enterprises across the globe, irrespective of the industry in which the operatestandards, past results, and other
are all under going major transformations due to impact of several major organizations. Performance can be
disruptions that are happening across all the facets of an organization's endeavogxpressed in non-financial and
Advancement in Information Technologies is providing the necessary capabilitiedinancial terms. _
and promises to enterprises for meeting these challenges. In this concluding®arff€asurement refers to numerical

second part of series on Business of Today, two other key reason of disruptioril'g.f
viz., Performance Measurements and Conformance Management are describeg

Sarma M.V.K*

Introduction

T

operate, innovate and create value. Due
to changes in the business environme
management thinking and informatio
technology, there are distinct shifts in
the working of companies and how the)fn
are surviving and growing. The key'vI
disruptions, which are making many of
the current assumptions invalid, are:

their operations to bring in
alignment across people, process
and technologies.

oday enterprises are at the
threshold of dramatic shift in the
way businesses are organized,

pgOmpany is undergoing today can b%
nttributed the following categories of
disruptions viz., Globalization, Perfor-
ance Management, Conformanc
anagement and Business environ:
ment. This article focuses on
Performance Measurements an@
Conformance Management, the other

The trt_ends (! glqlballzatlon, Wh'Ch,,two already covered in the May 2009°
is leading us to a “borderless world”. °

[ L issue.
With fickle brand loyalties and wafer Disruption 3: Performance
thin margins, enterprises need e e

s RO AN SO T SR\ T The use of performance measures
sophistication in measuring their. ¥ enp y
n business is hardly new. Companie$

AR R LN L ancLave been measuring costs, quality,

EnapabieaTees guantity, cycle time, efficienc
With corporate scandals on rise =Y ! Ys

m

The stresses and strains that eve(fm

ormation that quantifies input,
utput, and performance dimensions
f processes, products, services, and
the overall organization (outcomes).
Performance measures might be
simple (derived from one measure-
ment) or composite

Thus simply stated, performance

easurement is about measuring
sults. It is the process of seeking “real-
e” answers to the question: “Are we
etting what we expect at an acceptable
cost?” The reason why we measure is
to learn what is happening, in order to
F’r‘dentify problems, make corrections,
and demonstrate successes internally
s well as externally. The key benefits
f doing measurements are to:

Set benchmarks for improvements

Forms the basis for reward,

recognition and promotions

Forms the basis of deciding on the
learning programs

Basis of evaluating the efforts put
in.

The following are the key reasons

roductivity, etc., of products, servicesWhy conventional performance

Governments and regulatory bodiegnd processes as long as ways t@easurements fail:

including communities are IMposing e agyre those things have existed

stricter regulations for companies oy h4t js new to some extent is having
comply with, which companies needin 5se who the work determine some of
to take it seriously if they need t0\ynat should be measured in order that
survive and grow. they might better control, understand,
What is constant is “change”. Whatand improve what they do. °
is more alarming now is the rate of  parformance measurement is
change. Across a_II industries _bot rimarily managing outcome, and one
the external and internal businesgy its main purposes is to reduce o®
environment the rate of change issjiminate overall variation in the work

extreme, which is forcing companiesproduct or process. The goal is to arrive
to constantly bring in changes t0at sound decisions about actions

*General Manager, Ramco Systems.
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affecting the product or process and its
output. Performance Measurement can

In the traditional monthly operations
review, senior management spends
an inordinate amount of time
discussing the financial results for
the previous month or quarter.

In addition, there is usually a
lengthy review of the budget versus
actual expenditures.

What's more, managers at different
levels are expected to answer
guestions about variances and
shortfalls, even though many such
explanations end up being pure
guesswork.
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e Traditionally, monthly operations  and the board.
reviews rarely result in Disruption 4: Conformance state & federal agencies. Thus
systematically changing the Management conformance management is becoming
company’s future performance  As described by Dan Tapscott in@n importantissue to tackled right from
because the operations revievhis hook on “Naked Corporations”, the top management

process does not ponnect_anqhere is a very powerful and silent forceConclusion and Summary:
coordinate strategy with operation§hat is building up which is called  Ajl of the disruptions discussed
and achieve lasting  costyansparency’, which is just notlimited thys far viz., Globalization, Business
improvement results. to financial information. People today Epyironment, Performance Measure-
e In many a case the managers arkave unprecedented access tgents and Conformance Management
seeking to satisfy standards that faitorporate behavior, operations angig have a profound impact on the way
to incorporate all of the real driversperformance. Armed with IT and toolspysiness operate, perform and add
of business success. Businespeople can getany kind of informationygjye. In this climate, companies that
process improvement is sacrificedabout a company. Organizations argyork “smarter” have a competitive

regulatory compliances as imposed by

measurement system does not workrends are: and opportunities, these organizations
effectively. e Customers are getting moreanticipate them. They also see and

e As rightly identified and observed  discerned/choosy and are decidingapitalize on opportunities before the

by Robert Kaplan and David Norton

, the authors of the famouse
“Balanced Scorecard”
methodology, companies are too
narrowly focused towards short
terms financial goals and losinge
sight of the long terms growth
levers.

With the rise of intense and fiercee
competition companies need to
measure, monitor organization
performance beyond the traditional
measure. They key changes
recommended are: °

Focus needs to on intangibles and
not just tangibles. Intangibles like
customer loyalty, employee morale
play a far more significant role in
improving the successes of

the worth before making paymentscompetition; identify and resolve
Employees share all the informationproblems before they escalate into
about the company strategy.crises; and reengineer internal
policies, products etc with otherprocesses, products, and services to
more freely than ever. enhance customer satisfaction and
Companies need to share intimatéoyalty.

knowledge with partners for  The common underlying factor that
ensuring success. can enable companies to be “smarter”
Investors today who own majority is “Information technology”. The
of the enterprises have an x-RAYadvancements in the computing power,
vision on the investments they havesoftware, and communications have
made and demanding the same frommade great in roads into the working
companies nature of every professional and hence
Instant communications is makingevery task that a company performs.
news spread very fast, with theThis leads to understand that primarily
whistleblowers, communities, business to succeed need to work on
government demanding more fromthree important flows viz., the material
companies. and or service, money flow and
Thus companies now have nonformation flow. Of these three flows,

company are getting more importantchoice but to rethink on their values andhe most important and common flow is
e Organizations need long termbehavior. Companies need to be honestbviously the information flow.
growth as well as short termaccountable and be more open. Companies to succeed in this
financial goals simultaneously The other important businesshyperactive business scenario need to
e There needs to be a more structuredompulsion that is arising is the numbepave to have a cogent strategy to
and formalized methodologies likeof regulatory compliance proceduresgapture, analyze and leverage on
Balanced Scorecard etc. forthat organizations need to be complynformation. Companies are getting
performance measurements. with. With the debacles of Enron, andmore and more linked and dependent
e Senior Management must audit théNorldCom, countries like the USA haveon their fundamental abi!ities to c_ollect,
performance measures not foassed stringent regulatory laws like thena.lyze and decide on information for
accounting accuracy, but forSarbanes Oxley Act, which mandategheir spstenance and success.
usefulness, logic, and value inthat companies are more careful an€ompanies desperately need what is
understanding performance. responsible in financial reporting. Othercalled as “single version of truth”.

e Ensure there is a tight logical linkageSountries are also following the suitin - 1ogay there exists a separate class
between the strategic andtightening the regulatory needs. of enterprise applications called
operational success of the Companies need to notonly comply‘Business Intelligence applications
enterprise and the measures that gé& the regulatory needs but also neetlvhich can help companies become
attention from senior managemento comply to various other specific*smarter’n
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han 120 d [ d of 180 revised

I\/I a.n a.g e m e nt Of N O n — :jai/r; earlier?rsuel?)zr?:s acr)e also rr::(\q/llei?ed
i to make general provisioning (0.40 per
performing Assets of et A
and small and medium sector. The

C O m m e rCI al B an kS I n general provisioning requirement is 1.0

per cent for certain sensitive sectors.

I n d I a According to Reserve Bank of India,
improved profitability, underpinned by
I * robust macro-economic environment
Dr. ‘Jaynal Ud-din Ahmed and upturn in interest rate cycle, has
Introduction: impediments. Repeated correctionagnabled banks to reduce the backlog of

(NPAs) of banks is a broughtesults were evading. The problem waanking system has improved
considerably over the years, commercial

banks need to guard against any
tgeterioration of credit quality,
Harticularly in the wake of significant

T he Non-Performing Assets fforts were executed, but positiveNPAs. Although asset quality in the

forward legacy accumulated challenging a positive solution.
over the past decades, when prudent The level of NPAs of the Indian
norms of banking were unoccupiedbanking system are now comparable
relaxing by the radiance of securityseveral advanced economies an ; 1
provided by government ownership. Itsignificantly lower than several Renopei creUi BHY vl t_hat gyl
is not wrong to have pursued sociakconomies in the Asian region. RBInee‘j_tO il compre_henswe_ Sugen
goals, but this does not justifyrates reduction in NPAs is one of thd" RiCH th_e TR gy ool
relegating banking goals and fiscalmajor achievements of the Indian'S Snmbigsy _W'th PR ”S!(
discipline to the background. Butbanking sector in recent year. But Sti”assessr_nent. S S greanon
despite this extravagance the malaisthe Indian banking sector is facing and mamte_nance Pisiganpiite dat_a
remained invisible to the public eyes dueserious problem of mounting quantu AR ”Sk_ i ik R anq CRsiL
to the practice of not following of NPAs which are to the tune of R S EIed, T WOL_"d be req_uwed_to
transparent accounting standards, bi&8,974 crores in March 2007. Sheoe [HpUateDerpeyEpily L th's.
keeping the balance sheets vague. l@arning capacity and profitability of be_xckdr_op, ST, sk e g
the milieu of the complex changes whemany banks and financial institutionsthIS Ruicichs b e man_agem_ent
the dilemma of bank’s NPA was has been adversely affected by the higﬂf NPAs by commercial banks in India.
gradually recognised for the first timelevel of NPAs. The reduction of NPAs Studies Reviewed:
atits peak velocity during 1992-93, therén banks is posing the biggest There exists some cross country
was resultant uproar and confusion. Aghallenges in the Indian economy. listudies on asset quality and NPAs of
the problems in large magnitudeaffects the liquidity, profitability and commercial banks. Shu (2002)bserved
exploded unexpectedly commerciakquity. The gross NPAs in Indianthat bad loans as a proportion to total
banks were unable to analyze and makeanking sector have declined sharplyoans of banks decrease with high
arealistic or complete assessment of thelose to 3.0 per cent and the net NPAsconomic growth in Hong Kong.
prevailing situation. The partial of the banking sector are now at clos&ambera (2008)used a bivariate VAR
perceptions and hasty judgments letb one per cent and the gap betweetchnique and found that firm income
to a policy of ad-hoc-ism, which the gross and net NPAs has narrowednd state annual product have
characterised the approach of thever the years. The recovery of dues isignificant influence on bank loan
authorities during the last two-decadesiso more than the fresh slippages. quality in US. Recently some studies
towards finding solutions to banking  The decline in NPAs is particularly investigated the feedback effect from
ailments and dismantling recoverysjgnificant as income recognition, assethe banks to the real economy.
classification and provisioning normsMarcucci and Quagliariello (2005)
Reader, Department of Managemeniyere tightened over the years. Foralidated the cyclicality of write-offs to
North Eastern Hill University, Tura jnstance, banks now follow 90-daytotal loans for Italian banks. Hoggarth,
Campus, Tura - 794002, Meghalayadelinquency norm as against 180-dayorensen and Zicchino (2005)
India.E-mail: jaynaluahmed @ yahoo.earlier. An asset is now treated a®bserved cyclicality of aggregate write-
co.in doubtful if it remains unpaid for more Offs in UK banks. Baboucek and Jancar
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(2005} found no corroboration of the suggested some of the practicalnderstated techniques. It has been
cyclicality of NPAs but conform pro- strategies to make Indian banks moreeported that the banking industry has
cyclicality for banks in Czech economy.viable by managing the level of NPAs.under-estimated its non-performing

In Indian milieu, there have been largehn a@ssessment on the causes arassets by whopping Rs. 3,862.1 crores
empirical literatures on the causes ofonsequences of NPAs of commerciahs on March 1997. The industry is also
NPAs in Indian banking sector. Howeveanks, by Rajesham and Rajendeestimated to have under-provided to the
some studies relating to NPAs ard2007)7, concluded that a strongextent of Rs 1,412.29 crores. The
mentioned to pinpoint the importancePolitical will only be able to find nationalized banks along-with the state
of the study. Rangarajan (199ppinted  Satisfactory solution to the problem ofbank of India and its associate banks
out that improving the quality of loan mounting NPAs. have underestimated their NPAs by Rs

assets is the true test of improvedbjective of the Study: 3,029.29 crores. Such deception of NPA
(2000 dealt with the NPA managementstdy is to examine the management of &S: AMong ik N Tl e e
of banks and stated that surest way Q{ipAs of the commercial banks in IndiarC! L AS 8S per stipulated quideipesica,
containing NPAs is to prevent theircontext. The specific objectives are assub-stanfjard ASERISACER Sie il
occurrences. He suggested proper risnder- standard’, wrong classification of

management, strong and effective credif o o fNPAS eg, classifying a "loss’ asset as a
monitoring, co-operative working = oo oY € NAre and growth Ofgoubtful or “doubtful’ asset as a “sub-

relationship between banks and NPAs of commercial banks over thesiandard’ asset, avoiding prudential

borrowers etc should be tenets of NPA Y o> . norms etc.
management policy. The similar opinion? {0 Study the asset portfolio and NPA - 115 the high level of NPAs is
has been echoed in more recent work COMPosition of bank groups. prevalent to the Indian financial sector

by Battacharya (2002)In order to root 3. to study the recovery andand reflects country’s poor bankruptcy
out the NPA problem, Banmali (2001) provisions of NPAs of commercial laws. The gross NPA of the banking
suggested a multi-frontal attack to the banks. system amounted to Rs. 60,841 crores
problem involving all the concerns staffs. to suggest strategies for bettefor 2000-01, a little over 16 per cent of
members in the field up to the grass root ' management of NPAs of banks orfhe total assets of nationalized banks.
level as well as in the controlling points.  the basis of the analysis. During 2001-02 nationalized banks have
A number of studies viz, Ranjan and k .__recorded a collective growth of 130 per
Dhal (2003)°, Harpreet and Parricha FRige A hagy ¥ g ent in net profits besides fresh NPAs
: . scheduled commercial banks operatin :
(2004})*, Ramkrishna and Bhargawin India viz, PSBs, private sector bank dded during the year more than double
(2004¥2, Singh (2007} etcagreed that ] fore’ign b:anks P GERbad of those added in the previous fiscal.
the asset quality of commercial banksConsidered yr attemp’t has afbee he gross NPAs of scheduled
has improved considerably due o e o crdss-section analysis OfNPAgommercial banks in absolute term
reform package. Raul (2004) f bank groups. The relevant data hav educed to Rs. 50,486 crores in March
suggested that an appropriate set (geen v ollecied .from secondary source 007 from Rs. 50,519 crores in March
006. The net NPAs of banks in 2006-07

substantial financial sector regulation
T 1 ; ._only. The sources of secondary data a
clarity including changes in tax laws is y "y stood at Rs. 20,100 crores compared to

imperative for the banking system to gegnanmal stateme_nts Sompried, by theRs. 18,265 crores in 2005-06 and Rs.
1 anks, RBI Bulletins, Report on Trend
rid off NPAs as well as QIBs to look

_ oK and Progress of Banking in India,17’435 crores in 1999-00. This has been
forward to the investment opportunity. ; |arge|y possible because of the huge
] Report on Currency and Finance, RB )
Ghosh (20087 studied the management 3 provisioning that most of these banks
) . Annual Reports and various surveys; .
of NPAs with reference to Mugberia e : 3 : could make as a result of growth in
y The statistical and financial technique : ,
Central Co-operative Banks and Tamlu : reasury income and, therefore profits.
X ave been used to examine th e
Ghatal Central Co-operative Bank Ltd. he table-1 exhibiting net NPA as a
management of NPAs of banks.
They found that these banks were not _ _ percentage of net advances reveals that
successful in restricting the level OfMagm.tude of NPAs of commercial {hoygh NPAs maintained a declined
NPAs and suggested for changing th82Ns: trend across all segments of banking
character from NPAs to Performing Commercial banks in India in generalsector but PSBs are clearly worse off as
Assets. Rajender and Suresh (2607) suffer a tendency to minimize their NPAcompared to private and foreign banks.
in a case study examined the quality ofigures. There is the practice of ‘ever-The reasons of decline of NPAs to total
loan assets of Indian banking andyreening’ of advances throughassets may be attributed to change in
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the composition of assets in favour oper cent in March 2007 from 14.0 perstandard assets as per cent of total

investment in government and othercent in March 2000. During the sameadvances increased to 96.9 per cent in

approved securities and the bankperiod, the proportion of doubtful March 2007 from 92.4 per centin March

unwillingness or inability to assume assets declined from 8.0 per cent to 1.2004. The doubtful assets are remained

higher exposure to small and mediunper cent, sub-standard assets from 445 the biggest contributor to total NPAs

enterprises. per cent to 1.0 per cent, loss assets froof private sector banks during the period
It may not be possible to track1.7 per centto 0.3 per cent. The rate ainder consideration.

exposure to this category as RBI ha§€cline was significant in case 0fpsset Classification of Foreign Banks:
clubbed the sectoral deployment offoubtful assets during the period under The table—4 exhibits the position of

credit to small and medium enterprise§onsideration. However, the standard, . a1 csifications of foreign banks

with large ones. The RBI Annual@ssets as per cent of total advancesperating in India during the period

Refbri=l@ooointlietesiedliebankegiiiecs e TS pertentin lidien 2002004-2007. The table elucidates that the
exposure which was 14 per cent in nonT0mM 84.1 percentin March 2000. . ion of total NPAS to total
food gross bank creditin 2000, compared It has been observed that thedvances declined to 1.9 per cent in
to the sectors share in industrial outpudloubtful assets are the biggesjarch 2007 from 4.8 per cent in March
of 40 per cent. This indicates that withcontributor to the quantum of NPAs of2004, During the same period, the
more banks’ exposure in respect oPSBs, although the rate of NPAproportion of doubtful assets declined
volume of business, the magnitude ofeduction was prominent, during thefrom 1.8 per cent to 0.5 per cent, sub-

NPA is increasing that has warrantegeriod under consideration. standard assets from 1.6 per cent to 1.1
an efficient management of bank’sasset Classification of Private Sector per cent, loss assets from 1.5 per cent
NPAs. The magnitude of NPAs have a35nks: to 0.3 per cent. However, the quantum

direct impact on banks profitability as =~ , attempt has been madeand percentage share to total advances
legally they are not allowed to booky, .o nder to examine the position off performing assets viz, standard
SEdE 1T RicouuanaEt thRIPAS of private sector banks in India@ssets has been increased in case of
3515 Ve panRSiEle IGIERH Idpnake Lo purpose only old private sectoforeign banks. It may be inferred that
provision on such assets as per RBl, < 1155 been considered. The tabl&he foreign banks are doing well in

i achhes 3 demonstrates the position of asséfanaging their level of NPAs in the
The Composition of NPAs of ¢jassifications of old private sector'eform regime. The fact has been clear
Commercial Banks: banks during 2004-2007. The tabldfom their loan exposure to priority

The problem of high level of NPAs clarifies that the proportion of total Sector (33.4 per cent of net bank credit
eroding the profitability of banks is not NPAs to total advances declined to 3.in March 2007), credit deposit ratio,
confined to PSBs alone, but it is equallyper cent in March 2007 from 7.6 per cenf€turn on assets, capital adequacy ratio
present in the private sector banks anith March 2004. During the same period(12.4 per centin March 2007) etc.
foreign banks too. The problem isthe proportion of doubtful assets The profile of assets portfolio and
multidimensional and unless the sameeclined from 4.7 per cent to 1.9 per centhe extent of NPAs of commercial banks
is checked and the NPA level is broughsub-standard assets from 2.0 per cehiave improved during 2000-2007. The
down to the international standards, ito 0.8 per cent, loss assets from 0.9 peupervisory strategy of the banks has
is bound to weaken the banking systentent to 0.4 per cent. However, theundergone a change during this period,

A major stumbling block for the banks Table-1
to reduce their NPAs has been the NET NPA AS PERCENT OF NET ADVANCES
prevalllng _Iegal SyStem in the country. As on Scheduled Public Sector Private Sector Foreign banks
The following paragraphs present asset March Commercial banks banks banks
Fre i i 1997 8.1 9.2 5.4 1.9
cla_lssmcatlon of bank-groups viz., PSS 05, — b = o
private sector banks and foreign banks. 1999 7.6 8.1 7.4 2.9
.8 ) 1 2000 6.8 7.4 5.4 2.4
Asset Classification of Public Sector 2001 6.2 6.7 5.4 19
Banks: 2002 55 5.8 5 1.9
! 2003 4.4 4.5 5.0 1.8
The following table -2 demonstrates| 2004 2.9 3.0 2.8 15
the position of NPAs of Public Sector e &2 5 e &
Banks (PSBs) during 2000-2007. The__ 2007 1.0 1.1 1.0 0.7
table unfolds that the proportion of totall covariance Bl b ot J.3

NPAs to total advances declined to 2.2ource Report on Trend and Progress of Banking in India 2006-07
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Table-2
ASSET CLASSIFICATION OF PUBLIC SECTOR BANKS AS ON END MARCH

Categories. 2000 2001 2002 2003 2004 200% 2006 20Q7
1.Total 3,80,077( 4,42,137| 5,09,368 5,77,812 6,61,975 8,70,851] 11,34,724 14,64,493
advances (100) (100) (100) (100) (100) (100) (100) (100)
A. Total standard 3,26,783| 3,87,360, 4,52,862 | 5,23,724 | 6,10,435 8,24,253] 10,92,607 14,25,519
assets (84.1) (86.0) (88.9) (90.6) (92.2) (94.6) (96.3) (97.5)
B. Total NPA 5,3291 54717 56507 54089 51541 46597 42117 38,974

(14.0) (12.3) (11.1) (9.4) (7.8) (5.4) (3.7) (2.7)
(a)Sub standard assets 16361 16405 15788 14909 16909 10838 11453 14275
(b)Doubtful assets (4.3) (3.7) (3.1) (2.6) (2.6) (1.2 (2.0) (2.0)

30535 31535 33658 32340 28756 29988 25028 19673
(c) Loss assets (8.0) (7.2) (6.6) (5.6) 4.3) (3.4) (2.2) (2.4)

6398 6837 7061 6840 5876 5771 5636 4826
d) Advances with @.7) (1.50 (1.4) (1.2) (0.9) (0.7) (0.5) (0.3)
balances less than Rs.
25,000 NA NA. NA NA NA NA NA NA

Note : [(i) Figures inthe parenthesis indicate percentage to total advan@@NA = Not availablé

SourceReport on Trend and Progress of Banking in India 1999-2000, 2006-07.

moving from opacity towards

Table-3

transparency. A positive externality of ASSET CLASSIFICATION OF OLD PRIVATE SECTOR BANKS AS ON MARCH

the reform process has been building Asset Classification 2004 2005 2006 2007
N A ) : : I 1. Total Advances 57,908 70,413 85,154 94,872
up the institutional archltecture in ter.ms (100) (100) (100) (100)
of market, and creation of enabling| 2. Total NPAs 4,392 4,201 3,740 2,969
i 3 (7.6) (6.0) (4.4) (3.1)
enwro_nment throughtechncl)loglcal'and A. Standard Assets 53,516 66,212 81,414 91,903
legal infrastructure and improving (92.4) (94.0) (95.6) (96.9)
manageria| competence etc. B. Sub-standard Assets 1,161 784 710 760
| | (2.0) (1.1) (0.8) (0.8)
Frequency Distribution of NPAs of | c. Doubtful Assets 2,727 2,868 2,551 1,783
mmercial Banks: (47) (4.0) (3.0) 1.9)
Co 117 3 .a & D. Loss Assets 504 549 479 425
A comparative chart of frequency (0.9 (0.8) (0.6) (0.4)

distribution of net NPAs of PSBs vis-a-Figures in the parentheses indicate percentage to total advances
vis other private sector banks andbource:DBS Returns (BSA) submitted by respective banks.

foreign banks is presented in table —5.
The table revealed that in 1995, 10 out
of 27 PSBs had accounted net NPAs of

Table- 4

ASSET CLASSIFICATION OF FOREIGN BANKS AS ON MARCH
(Amount Rs in crores)

more than 20 per cent of their advances: s, - - . T L1 .
. . SSe assiiication
While other 2 placed in below 10 per 5 garagvances 62,632 77,025 98,965 1,27,872
cent and 15 banks were within 10- 2Q (100) (100) (100) (100)
per cent net NPA Category The 2. Total NPAs 3,013 2,320 2,057 2,419
i) A (4.8) (3.0) (2.0 1.9)
position, however, had undergone a sega. standard Assets 59,619 74,705 96,907 1,25,453
; : ; (95.1) (97.0) (98.0) (98.1)
Chang.e in the later pe”pd where in al B. Sub-standard Assets 990 75 946 1,367
PSBs ie, 27 banks achieved the target (1.6) (1.0) (1.0) (1.2)
of net NPAs less than 10 per cent an jC. Doubtful Assets 1,099 1,035 670 605
1.8 1.3 0.7 0.5
none of the PSBs found within the| b.Loss Assets ( 92)4 (570) 241) (447)
category of above 10 per cent of ne (@3 ) (65) Do)

NPAs during 2007.

Figures in the parentheses indicate percentage to total advances
. Source:DBS Returns (BSA) submitted by respective banks.

;I;:se Egﬁl[tg: ic;f Ft;z\t/taetresseiaoerrzags 'nnzo per cent of its net advances duringt could be inferred from the analysis
) %001-03. During 1995-2007, no newthat the PSBs are continuously
banks found in the category of abovegrivate banks had NPAs above 10 peimproving their operation in the reform
20 per cent net NPAs of their advancegent whereas considerable number akgime as there is no bank with net
except only one old private bank out Offoreign banks attained net NPAs abov@|PAs above 20 per cent of their
31 private banks had NPAs more thapg per cent of their advances. advances during 2007. It is also evident
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that, by introducing ‘net concept’, RBI has been controlled which is reflectecand non-priority sector lending are
succeeded notably i.e., the number difrom the position of percentage changequally responsible for high quantum of
banks, showed low level of NPAs;of NPAs over previous years. In MarchNPAs of public sector commercial banks.
however this may not be considered 4999, the same was 13.26 per cent The sector wise comparison has
genuine progress in the financialaddition over previous year, haspeen made by employing both linear
strength of commercial banks as appeared a negative figure of —3.03 p&jrowth rate I§) and compound growth
whole. cent in March 2003 and further — 8.7Grate ¢gr) of NPAs. The fact has been
Non-Performing Assets and Priority ~Per centin March 2007. The table - &jemonstrated as under-

Sector Lending: presents the sector-wise NPAs of compound growth rate (cgr) of

The sector-wise analysis of NPAsbankS' NPAs in non-priority sector is

of public sector commercial banks _ In order to assess the contributionsomparatively higher (8.86 per cent). The
revealed that priority sector added up &f Priority and non priority and public «fy ang ‘cgr became negative in the
large proportion about 46.4 per cenfector advances in the volume of NPASyplic sector. This exposes that the
(Rs.21, 184) of total non-performingWe have calculated ‘' between NPAsnationalized banks have not considered
advances in March 1998 and swelled t6®). Priority sector advances (b), NoNioan to the public sector due to further
59.5 per cent (Rs.22, 954) in March 2007Rriority sector advances (c) and publigypas menace over the years. Moreover,
In the non-priority sector, the same ha§ector advances (d). The results arge overall cgr of NPAs during 1998-
been reduced to 39.3 per cent (Rs.15ummarized here under— 2007 of PSBs was 6.24 per cent while
158) in March 2007 from 50.6 per cent  The analysis explores the existenc@on-priority sectors cgr (8.86 per cent)
(Rs.23,107) in March 1998. An extremelyof positive ‘r’ values between the overweighs the priority sector (4.37 per
negligible fraction of NPAs ie, 1.3 pervariables. The correlation co-efficientcent). Thus the non-priority sector is
cent of non-performing advances 0f(0.312) between NPAs and public sectoalso considerably adding fresh NPAs
PSBs are contributed by public sectoare not statistically significant at 1 perover the years. On the other hand, the
throughout the period under consideraeent and 5 per cent level of significanhigher NPAs in priority sector advances
tion. at 7 degree of freedom. However, ‘r’have pushed up the overall proportion

An analysis relating to the values for NPAs and priority sectorof NPAs by three to four percent. The
percentage change of NPAs ovefending, NPAs and non-priority sectorreasons of higher proportion of NPAs
previous years revealed that the freslgnding are statistically significant at 1in priority sector advances may be
accretion of NPAs in the priority sectorP€l cent and 5 per cent level ofattributed to; the directed and pre-
is still prevailing. In case of priority Significance at their respective degreapproval nature of loans sanctioned
sector NPAs, percentage change ovélf freedom. This does not imply thatunder sponsored programmes, lack of
previous year becomes positiveVith the increase of priority sectoreffective follow up due to large number
throughout the period except 2003 tdending, there has been correspondingf small accounts, non-cost effective
2005. However, the accumulation ofincrease in the volume of NPAs. Thuslegal recovery measures, vitiation of the
fresh NPAs in non-priority sector it can not be argued that priority sectorepayment culture consequent to the
advances has been contained. Thiending is the sole factor in enhancindoan waiver schemes, willful defaulters
overall fresh accretion of NPAs of PSBdhe volume of NPAs. Both priority sectorand so on.

Table—5
FREQUENCY DISTRIBUTION OF NET NPAs OF PSBs VIS-A-VIS OTHER BANKS

Year Public Sector Banks Old Pvt. Banks New Pvt. Banks Foreign banks
upto 10to  above | upto 10to  above | upto 10to above | upto 10to above
10% 20% 20% 10% 20% 20% 10% 20% 20% 10%  20% 20%
1995 2 15 10 - - - - - - - - -
1996 19 6 2 22 3 - 9 - - 30 1 -
1997 17 9 1 22 3 - 9 - - 36 1 2
1998 17 9 1 21 4 - 9 - - 34 6 2
1999 18 8 1 17 5 - 9 - - 27 11 3
2000 22 5 - 18 5 - 9 - - 31 7 4
2001 22 5 - 16 4 it 9 - - 31 6 5
2002 24 3 - 16 3 1 9 - - 32 4 6
2003 25 2 - 18 1 1, 9 - - 30 4 7
2004 27 - - 18 2 - 9 - - 28 7 5
2005 27 - - 20 - - 9 - - 31 5 6
2006 27 - - 20 - - 9 - - 33 4 5

Source:RBI, Trend & Progress of Banking in India, various issues.
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Correlations iT: ‘t' value t' value (tab.) of I?_er(ﬁn:?r?ebOf kNPAS- Tftl_iS alS?
values cal. implies that the banks are continuously
) GEERtont el improving their assets portfolio as well
= o8 8,389 2508 1.895 as their recovery position.
i v Less 2108 e Recovery and Provisions for Non
lad 0.312 0.851 2.998 1.895 Performing Assets:

Non Performing Assets: Bank Group- period.

wise Comparison.

The NPA recovery and fresh
The bank group wise growth of additionin NPA during 2006-07 may be

A bank group wise comparison of NPAs and advances has been analyzé@d from the following table-8. It is clear
NPAs commercial banks viz., PSBswith the help of compound growth ratefrom the table that the fresh accretion
private banks and foreign sector bankgcgr) for the period of 1997 to 2007. Forof NPAs is lower than the recovery of
are presented in table -7. The tabléhis we have assumed linear regressioNPAs in case of both public and old
depicts that during the period 19974ine Y=a + bt(Y = total amount of NPAs/ private sector banks. The new private
2007, NPAs as percentage of advanceslvances to year (t) origin at 1997. Théector and foreign banks have failed to
has been declining significantly in caseanalysis revealed that the growth ofecover NPAs alike other bank groups
of PSBs. It has slipped to 2.7 per cent iilNPAs of PSBs during the period is 20.08ather fresh accretion is more than that
March 2007 from 17.8 per centin Marchper cent which is 22.45 per cent forof the amount recovered from NPAs.
1997. The foreign banks and privateprivate sector banks and 22.19 per cerfthe fresh addition in case of PSBs
banks witnessed swelling of NPAs bothfor foreign banks. One worth nothingduring 2006 was Rs 19,614 crores while
in percentage and absolute term. Thpoint in this respect is that the growthrecovery was Rs 22,004. In case of new
same for private banks reduced from 8.6f NPAs of PSBs is higher than theprivate and foreign banks recovery is
pc to 2.5 per cent and for foreign bankgrowth of advances where as privatéower (Rs 1,595 crores and Rs 997 crores
4.3 per cent to 1.8 per cent during thdanks experienced almost a unifornfespectively) than the fresh accretion.
growth rate of both NPAs and advances. The provisioning of NPAs tends to

Growth  Priority Non-priority Public Total 1 i ] y
e sector sector sector This clearly indicates banks promisingfollow a cyclical pattern. Although
b 924.82 1911.3 1803 285428/ task to maintain international Standal’cbross NPAs in absolute terms declined,
Cor 4.37 8.86 -1.31 6.24
Table - 6
SECTORWISE NON-PERFORMING ASSETS OF PUBLIC SECTOR BANKS
Amouiit Rs. in Crores)
( Aze;: Priority Sector Non-Priority Public Sector Total NPA
March) Sector
Amount | % change overl Amount | % change ovel Amount | % change over Amount | % change ove
previous year previous year previous year previous year
1998 21184 - 23107 - 1362 - 45653 -
(46.4) (50.6) (3.0) (100)
1999 22606 6.71 27608 19.4 1496 9.83 51710 13.26
(43.7) (53.4) (2.9) (100)
2000 23715 4.90 28524 3.31 1055 -29.47 53294 3.06
(44.5) (53.5) (2.0) (100)
2001 24156 1.85 27307 -4.27 1711 62.08 53174 -0.23
(45.4) (51.4) (3.2) (100)
2002 25150 4.11 28405 4.02 903 -47.22 54458 241
(46.2) (52.2) 1.7) (100)
2003 24939 -0.83 26781 -5.71 1087 20.37 52807 -3.03
(47.2) (50.7) (2.1) (100)
2004 23841 -4.40 25698 -4.04 610 -43.88 50149 -5.03
(47.5) (51.2) (1.2) (100)
2005 21926 - 8.03 23249 -9.53 444 -27.21 45619 -9.03
(48.1) (51.0) (1.0) (100)
2006 22374 2.04 18072 - 22.26 341 -23.19 41378 -9.29
(54.1) (43.7) (2.3) (100)
2007 22954 2.59 15158 -16.12 490 43.69 38602 -8.70
(59.5) (39.3) (1.3) (100)
(Figures in the parentheses indicate percentage to total NPAS)
Source:RBI, Report on Trend & Progress of Banking in India, Various issues.
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Table — 7
BANK GROUP WISE NON-PERFORMING ASSETS (END MARCH)
(Amount in Rs. crores)

Public Sector Banks Pvt. Sector Banks Foreign Banks All Commercial Banks
Year NPAs Rs. Ade:-nces NP,TOas % N:Qs Ai\(/:;n- N;}As) as lesA_S Acg/:nces NP,TOas % N:?s Ad%/:nces N‘;)Atoas
advances Rs. advances advances advances
1997 43577 244214 17.8 2542 29959 8.5 1181 27525 4.3 474.00 301698 18.7
1998 45653 284971 16.0 3186 36759 8.7 197 309712 6.4 50815 352696 14.4
1999 51710 325328 15.9 4643 44492 10.4 2201 31483 7.6 58555 401253 14.6
2000 53291 380077 14.0 4761 58249 8.2 261 37432 7.0 60841 47%758 12.8
2001 54774 442134 12.4 6078 71149 8.5 3111 45396 6.9 63963 558679 1144
2002 56507 509368 11.1 11667 12088B 9.7 278p 506{L8 5p 70954 68p869 10.4
2003 54089 577812 9.4 13333 144958 9.2 289 53743 5.4 70314 776508 91
2004 51541 661975 7.8 10343 17741p 5.8 3018 62682 4.8 64897 902026 72
2005 46597 870851 5.4 8691 225139 3.9 2257 75220 3.p 57%45 1171210 419
2006 41358 1134724 3.7 7710 31676[L 2.4 1928 98965 1.p 51097 1541378 3|3
2007 38968 1464493| 2.7 9256 42014p 25 22638 127872 18 50486 2012510 2{2
.b 3003.0 [ 49094.6 i 856.9 10387.2 E 441.3 42193.8 - 4319.2 63719.8
Cor 20.078 15.288 3 22.24 23.738 3 22.19 12.589 3 7.773 15.972

Source: Trend and Progress of Indian Banking, 1998-99, pp-72 and 1995-2006.

& RBI, Statistical Tables Relating to Banks in India, 2006-2007.
net NPAs increased, reflecting highe(DRTs) and the SARFAESI Act haveimproved In the case of direct
write back of excess provisioning thanbeen the most effective in terms ofagricultural advances while compared
the fresh provisioning made during theamount recovered. The total number oWith other priority and non-priority
year. This tends to observe across theases referred to DRTs during 2006-08ector NPAs. The rate of recovery in
bank groups, barring new private andvas 4,028 and out of the total amountase of direct agricultural advances
foreign banks. As a result, theRs 9,156 crores involved in the casesncreased to 80.1 per cent for the year-
cumulative provisions at the end ofRs. 3, 463 crores has been recoverednded June 2006 from 78.6 per cent in
March 2007 were lower than theirLikewise out of the amount Rs. 9058the last year (RBI, 200%)
respective levels except new private androres, a sum of Rs. 3,749 crores were The Reserve Bank has so far issued
foreign banks. The cumulativerecovered in case of referred cases iBertificate of registration to six
provisions as per cent of gross NPASARFAEST Act. The number of casessecyritization companies/ reconstruc-
was highest for old private banksreferred to thd.ok Adalatsremained tjon companies (SCs/ RCs), of which
(66.0 per cent) followed by public sectorthe largest but the amount recovereghree have commenced their operations.
banks, foreign banks and new privateinderLok Adalatsand DRTs during At end-June 2007, the book value of
banks. The provisions for NPAs 0f2006-07 was lower than the previougotal amount of assets acquired by SCs/
banks for 2006-07 are presented ilyear. The recovery rate has beeRcs registered with the Reserve Bank

The Performance of Recovery posiTion OF ADDITION AND RECOVERY FROM GROSS NPAS OF BANKS

Chanr?els: (Amount Rs. in crores)
It is revealed from the above
discussion that the various recovery o MaF;f-h 2006d i March
3 . 1ton auring ecovere ritten o
of bad loans of banks. The foIIowing il Publlc‘Sector Banks 19,614 22,004 - 38,968
table-10 presents the implications of 2 Old Private Banks 1,349 1,562 : 2,968
various recovery channels of NPAs of 3. New Private Banks 3,830 1,595 - 6,286
banks. The table indicates that amonga. Foreign Banks 1,417 997 84 2262
the several channels of recovery Total of Scheduled
availab'e to banks for dea“ng with ba Commercial Banks 26,211 26,159 84 50,486

loans, the debt recovery tribunalsSource:RBI, Report on Trend and Progress of Banking in India-2006-07, P — 93
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stood at Rs.28, 544 crores. The security
receipts subscribed to by banks
amounted to Rs. 6,894 crores. The

Table-9
PROVISIONS FOR NPAs OF COMMERCIAL BANKS IN INDIA
(Amount Rs. in crores)

security receipts redeemed amounted t
Rs.660.

Measures for Recovery of NPAs:

The management is seriously
concerned about the growing NPA
menace, which is taking its toll on
efficiency and profitability. NPAs are
serious strain on the profitability
because the banks can not book incom
on such accounts. Further they arg

Public old New Foreign
Provisions for NPAs Sector Private | Private Banks
Banks Banks Banks
End - March 2006 25,024 1,992 2,214 994
Add: Provision made during
the year 7,289 520 2,110 481
Less: Write-off excess during
the year 10,174 553 1,236 320
End - March 2007 22,139 1,959 3,087 1,156
ECumulative provisions to gross
2 NPAs 56.8 66.0 49.1 51.1

required to charge the funding cost an@ource: RBI, Report on Trend and Progress of Banking in India-2006-07, P - 93

provision requirement to their profits.
High level of NPAs adversely affects
the financial strength of banks and
enforces the government to recapitalize

Table-10
NPA RECOVERED THROUGH VARIOUS CHANNELS
(Amount Rs in Crores)

the weak banks from time to time. On
the other hand, the banks have failed t
conform to stringent international
standard. The RBI in this respect

proposed prompt corrective action
(PCA) mechanism for arresting the
menace of NPAs and has introduced
various measures like credit risk
management models, Compromise
Settlement methods, effective use of
debt recovery tribunals (DRTS)sset

Reconstruction Companies (ARC) and
Recovery of Debts, Securitization and

Recovery 2005-06 2006-07
p Channels No. of Amount Amount | No. of Amount Amount
cases involved recovered cases involved recovered
referred referred
1. Onetime
| Settlemen| 10,262 772 608 - - -
t 2,68,090 2,144 265 [1,60,368 756 106
2. Lok 3,634 6,273 4,735 | 4,028 9,156 3,463
Adalats 41,180 8,517 3,363 | 60,178 9,058 3,749
3. DRTs
4. SARFAE
ST Act

Reconstruction of Financial Assets an%ources:RBI, Trend and Progress of Banking in India 2006-07, p- 92

Enforcement of Security Interest

(SRFAESI) Act-2002, Circulation of NPAS of commercial banks. A fewe® The failure on the part of the
R AT SO A AR Corporatepromi”em reasons for assets becoming promoters to bring in their portion

Debt Restructuring (CDR), lokadalatsN
and so on to arrest unbridled virus of®
NPAs of commercial banks. With a viewe
to provide an additional option and
developing a healthy secondary market
for NPAs, the guideline relating to sale/g
purchase of NPAs were issued in Jul
2005 covering the procedure for
purchase/ sale of NPAs by banks
valuation aspects, prudential norms®
The guideline were partly modified in ®
May 2007 whereby it was stipulated
that atleast 10 per cent of the estimated
cash flows should be realised in the first
year and atleast 5 per cent in each ha§
year thereafter subject to full recovery
within three years.

Major Causes of NPAs in Banks:

There are number of factorse
responsible in increasing in size of

the management accountant, June, 2009

PAs are mentioned as under:

Poor credit appraisal system.

Lack of vision/ foresightedness
while sanctioning/ reviewing or

of equity from their own sources or
public issue due to market turning
lukewarm.

® The abolition of license raj and

enhancing credit limits. Ihootir|1.g up of competition in the
Lack of proper monitoring. iberalized Indian economy.

Reckless advances to achieve thBroPosed Suggestions and Strategies:
budgetary targets. Having analyzed various lacunas of
Lack of sincere corporate culture. @ccumulation of NPAs in the loan
Inadequate legal provisions onportfoho of PSBs, it may be observed
R R that banks have been committed towards
et economicppg.licies/the reduction and management of NPAs.

. h ol The quality of asset portfolio has
environment at the macro level. —,55ved quite impressively over the

Non transparent accounting policyperiod under consideration due to
and poor auditing practices. reform measures. In order to survive
Lack of coordination between Banksand compete with private and foreign
and their customers. banks, itis crucial for the PSBs to clean
Directed / schematic lending toup their balance sheets by increasing
certain sectors. the equity capital. However, following
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suggestions are offered for effective
management of NPAs.

1. The timely edifice of loan portfolio

to divest the funds for purposesConcluding Note:
other than the purpose for whichthe The commercial banks have
loan is sanctioned. Funds shouldjisualized the utmost reformation in

is indispensable for effective
management of NPAs. Keeping in
view the present stipulation of
sensitive sector where the
instability is escalating gradually,
the bank should diversify its

services into capital market, 6.

consultancy, credit card, housing
finance and insurance sector etc.

. In the wake of expansion regime of
credit although the asset quality of
banking system has improved
considerably, banks need to
safeguard against any deterioration
of credit quality. Banks need to have
a comprehensive system in which
the process of risk monitoring is

combined with proper
assessment.

. Prevention is better than cure. It has

been observed that there is
unprecedented rise in fresh
accretion NPAs in some banks. Pre-
arrangements must be made to
contain the fresh accretion. The
surest way containing NPA is to
prevent their occurrences. The
tenets of this prevention policy lies
on-

Proper risk management system in
banks.

Strong and effective credit8
monitoring.

Open and co-operative working
relation between banks and
borrowers.

. Internal governing factors of banks
are, possibly, responsible for current
level of NPAs. The onus, therefore,
rests with the banks themselves.
The organizational Structuring,
Improvement in managerial
efficiency, up-gradation of skilled for
proper assessment of credit
worthiness and a change in the
banks attitude towards legal action
need to be called for.

. Supervision and follow-up are two
sides of the same coin. The regular
monitoring makes the borrowers not
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risk 7.

not be sanctioned and releasetheir operation with the introduction of
suddenly or immediately rather itnew concepts like income recognition,
required to be done step by step. Avrudential accounting norms and capital
personal enquiry may be conductecédequacy ratio etc which placed them
over the borrowers whose accounttn a new platform The banks have
became NPA. stepped forward mainly in expansion of
Repayment ethics should bebank branches, mobilization of deposits
inculcated in the minds of the and channelization of credit. Further the
borrowers by optional utilization of paradigm shift of attitude of financial
various media ie, television, videoinstitutions towards the short term
films, All India radio and press. Thefinancing has also changed the
incentives could be offered to thecomplexion of scheduled commercial
regular payers by financing againbanks. The undeniable fact remains that
or providing bonus or disincentivesindian banking has huge quantum of
for the willful defaulters in the form NPAs by international standard.

of public crime action or adverse  Non Performing Asset, being an
publicity in the news papers. important parameter for assessing
The mounting overdue thwarted thefinancial performance of banks,
banks’ lending in the area undemreduction is necessary to improve the
study. No effort is made to improve profitability of the banks and comply
the recovery performance. The localvith capital adequacy norms. The
leaders do not encourage the loaneguality appraisal, supervision and
to pay it back rather they giveproper follow up undoubtedly will
assurance for exemption of loanassist to solve the problem. In a
repayment. Consequently, loan issituation where nature of clientele is bit
not recovered in future; it becomescomplicated, the management must
difficult to pay it back due to heavy ensure that the right amount of credit is
amount. Therefore, an immediategiven to the right client. The judicial
action plan in the line of provisions system need to be restored to have a
made in the securitization Act. 2002smooth the progress of quick recovery
is necessary to expedite the recovergf dues from defaulters. The pre credit
position. and post credit appraisal should be

. The credit management implies arflone more objectively. The banking

ethical responsibility on the part of Secrecy act must be amended to enable
the Lenders to the borrowers tothe publication of defaulter’s names and
secure their genuine and bonafidvillful default has to be treated as
interests. Lenders are thus liable tgriminal offence.

the borrowers to practice clear and The mounting NPAs of banks deter
transparent policies, to extend needtheir financial health in terms of
based finance, to convey timelyprofitability, liquidity and economics of
sanction, and further to effect in-scale of operation. The bank has to take
time disbursements. Recoverytimely action against degradation of
should be based on pragmaticallyperforming assets. The management of
calculated anticipated cash flows ofNPAs has been an immense task before
the borrower concern, while the bankers because it challenges the
recovery of installments of termbanks resistance capacity. The
loans should be exclusively out ofoccurrences of NPAs may not avoidable
profits and surplus generated anentirely but they can be managed
not through recourse to the corpuffectively. The fresh incidence of NPAs
of working capital of the borrowing should be avoided but not at the cost
concerns. of fresh deployment of credit.
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A n 71 B d C = . the product cost and resources. A micro
CtIVIty ase OStI n g - level understanding of the intermediary
transformation has a lot of strategic

A C ase S t U d y managerial significanée

During our research project we

With globalization, our market is now open and we have to face new typd9ytd that the improvement proce,du_re,
competition. For that we have to use many strategies for achieving competffijich is based on various method's like
advantages, cost leadership & cost reduction. In this paper the autJ&M (total quality management), JIT

demonstrates the practical application of ABC. (just in time), Balance Scorecard, etc,
J 13 cannot be adopted without
Dr. Vineet Chouhan management focus and attention.

the year’s Proved their inability needed it is the basis of allocation innterviewed have agreed that the

and inadequacy to supportABC’. information related with overhead
management decision in a complex  ABC is two stage allocation processprovided by the new ABC system is
business environment science they argrst cost's are traced to activity andproven valuable which is not provided
aimed at allocation overhead to totathan to product. It emphasize on th@y the old Traditional system. It was
cost on the basis of consistency rathgfeed to obtain a better understandinfpund that the large-scale industries in
than relivence. of the behavior of overhead cost angearch area are still using the Direct
Cost has played a key role inthus ascertain what causes overhedeabor Hour Rate Method. Companies
business, this concept is now old. Nowcost and how they related to product.interviewed included , the large DAP
a new concept came into light that iS\BC and Management:- Ergﬁﬂu&ezg ASia,hlL (Iréstrumlt\a/lr?tal Ltd-),d

activity concept. We can say that ; ajasthan State Mines an

activity plays a major role in business Manager's do not manage costyjinerays Ltd.), A Chemical unit of

‘they manage activates causes tos{,:

Lt | \ - Hindustan Lever Group and other large
The activity is aggregated of closely.

Yy IS aggreg Y-ABC provide the information for scale manufacturing company which

related task, which are associated WitPnanaging activities using ABC Data; . e 1SO 9002 and ISI mark. The effort
one another to accomplish a goahng other tools to achieve continuou%a eb A8 dat i ar. theero i
[objective]? Activity becomes a major jmprovement. It allows manager tothetl,:; cgr? b :ds t(;é) be pgnetheet i :;: %?S
part in the organization strategiesynderstand what triggers cost and how. Justri PEH ke
Performing activities generates costiq manage them. The main benefit 0} DS

There are big different arises form bot\BC arises from the quality of Frocess of ABC

the choice of activities & how they ar®managerial decision based on more The outcome of this came in the form
performed. Thus activities are basis unigccyrate information, this is the mosof a process which includes five steps
of competitive advantage. promising aspect of ABC. ABC, which as under:-

ABC: The concept is now being called Activity Based 1. Analysis of activity

ABC is a simple concept ‘resourcesManagement (ABMY used cost 5  ggjection of cost
are consumed by the activities’ andnformation generated by ABC about

‘activities are consumed by thean activity for controlling the activity ™ _
product*. The activities can be itself, rather than just using cost4. Establishment of output measure

associated with output or cost objectnformation of the final produtt The (Cost Driver)

of the organizatiohthe cost objects M&in aim of management is to controb. Analysis of cost

consume activities is just the same wa$1€ causes of cost (cost Drivers) directly  ypger the above stage all the area
that activities consume resourées.  rather than cost. By managing cosht pysiness & Activities deeply
In ABC the activities are analyzed ant{j (¥SigcoL will be managed in longeonsidered. Each part of the process is
than aggregated and than the majo?arml - ABC s also useful in daily i the result of in depth study. | now

process of selection of cost driver ardiaily operation and controlling over theyonose to discuss the application of

start. Cost Driver is the measurement gf oL ¥/li€s: The focus of the managemene technigue of ABC in a company.

consumption. It is the most important e rroalehy proyidinginformation ription of the compan
BRON, P regarding cost of resources supplie(li)esc RISt gompany

_ _ and cost of resource used. It brings The company is selected for the
*Assistant Professor, SIM, Rajasthan.  activity measures as a bridge betweeRUrpose of case study is one of the

T raditional cost accounting overto select cost driver as per condition The manager of all industries

Collection cost according to activity
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largest engineering goods produces e : : e \
company in India. It produce various Table 1: List of RCC for Which Service/Contribution Percentage is to be
types of major engineering parts and it given
has 1SO 9000 certificate also it iS5 No. Name of Shop/Deptt. RCC % of Service  Basi$
considering its whole effect on No. rendered w.e.  (is being)
customer satisfaction, customer training f.01.04.2...... adoptdd
and Research & Development. The cost 1. 2. 3. 4. 5.
record of the company is made by the Intermediate Prod. Shops :
help of computer. The company isusing 1.  Wood working shop 3240
Direct Labour rate method and| 2. Tool Room 5040
calculating labour rate percentage with 3. ~ Machine Shop 6020
the help of a list prepared for calculating 4.~ Press Shop 6030
services/ contribution percentage. This 5=  Plastic Shop 6040
form is being remits to all the service] ?' Elle ?asgrgi.smsph 6052(1416051
departments, which gives the _- g U 3
) 1 4 . 8. Painting Shop 6052
information regarding the service == T :
provided and the percentage of the inal ASSEMDl 2A00S -
services provided. This information is 9. L% Telchpmuig, 5069
i ., .|10. Assembly Shops 6061 to 6080
gathered under Annexure-A, which ig (Except Telecom)
given below in Table-1. 11.  Panel Fabri. & Wiring Shops 6091 to 6094
After gathering the information on| 12.  Gas Analyser 6100
the basis of various percentages thel3. U.P.S. Shop 6200
overheads are distributed in various14. ~ P-3000 6400
departments and finally on factory| 13-  PCS Shop 7000
overheads. For this purpose detailed Service Departments :
cost sheet is prepared which have alli ™ "Repair & Maint. Mechnical 3200 to 3230
the Data’s regarding payroll, Indirectl 2. Repair & Maint. Electrical 3300 to 3330
Material, Stores, Repair and| 3. Repair & Maint. Civil 3000 to 3130
maintenance, etc. 4. Proc. Department 2400 to 2450
The efforts are made for developing °-  Ancillary Development 2500
ABC system for the company. First | 6. Quality Assurlance Divin. 2600 to 2606
! E ] Sl T Prodn. Planning & control 2700
have identified 12 functional areas in
th dth L, 8. Computer Centre (I.T.C.) 2720
gcompany, and than accorcing o Heg - ge: S E% i PERGempl) 2800 to 2860
funclt'onal areg an Activity Bé‘se‘_’ 10. Tech. Engineering 5000 tp 5030
Costing model is developed which is 11 pre. Prodn. Card Deptt. 6000 to 6010
shown is Table-2. 12.  Industrial Enginnering 5500
Conclusion 13. Training & Services 6500 to 6530
! 14.  Administration :
The manager’s of the company have
: ! / 2 a) Presonnel Deptt. 2200
given their adequate time for preparing b)F. & A 2100
ABC mod_el. They agregd that they are ¢) Security 2300
not getting proper information. d) Ind. Canteen 2931
Reg:_:lrding cost, aqd agree_d that AB(: e) Dispensary 2220
provide better cost information. This is f) Transport 2210
an example of practical application of 15. P & F/Compl. Store/Billing Sec. 2870
ABC which suggests that ABC provide Omnera=
bett.e.r cost information for bette_r T GomTcear D 8000
degs_mn. It also show that the bq5| o Marketing Divin. 9000
principal of management accounting 3 R &D. 1610 to 1700
and decision making do notchange with 4 Head Qtr. 1000 to 1999
ABC the quality of decision that may Total 100 100
improve and that too as much as a
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Table-2: Activity Based Costing model

(a) Technical (S.D. No. 10)

Accepting & Application New technique

3. Testing and Adopting

2. Time Spent

S.No. | Functional Area Activities Identified Cost Drivers
1 Repair & Maintenance 1. Mechanical maintenance of factory machirne 1. Cost of machine
(a) Mechanical (Service 2. Interim inspection 2. Cost of Instrument
Department No. 1) 3. Reallocation of Machineries 3. No. of machines
(b) Electrical 1Factory Electrical Maintenance 1.Cost of factory Plant
(Service department No. 2 and no. of time.
2. Guest house electrical Maintenance 2. No. of times
maintained and cost.
3. Colony electrical Maintenance 3.No. of time maintained
(c) Civil (Service 1Factory civil maintenance 1. No. of times maintained
department No. 3) 2.Guest house civil maintenance 2. No. of times maintdined
3. Colony civil maintenance 3. No. of times maintained
(d) Other Repairs 1. Other Repairs & maintenance 1. Value of that item.
2. Validity and ancillary 1. Receiving & Distributing Brochure 1. Time Spent
(Service dep. No. 4&5) 2. Advertisement in public interest. 2. Time spent
3. Conducting recreation Programme 3. No. of Employees
4. Running activities capture power plant 4. Time
5. Calculation of cost of Purchased power & water 5.Cost of Machine
6. Checking & maintenance activating of tools 6.No of Worker’s
7. Other ancillary & Development of labour 7.Time spent
3. Quality 1. Receiving Sample 1. No. of Sample receivgd
(a) Quality Assurance
(Service department 6) 2. Testing all product as per standard 2. No. of time Tested
3. Issuing Assurance Certificate 3. No. of checked
4 Recheck / Random Check 4. No. of Batch Produced.
4, Planning & control 1. Preparation of Production & other budget 1. Time spent
(S.D.No.7)
(a) Production Planning 2. Preparation & analysing the actual figure 2. No. of Time analysgis done
3. Preparation of record 3. No. of records prepargd.
(b) Control 1. Preparation of Report 1. No. of Report Prepar¢
2. Quality Control 2. No. of checks
5. Computer Center 1. Training activities 1. No. of workers traineg.
(S.D. No. 8)
2 .Installation activities hard ware. 2. Time spent
3. Repair & maintenances of hardware 3. Time Spent
4. Receiving & feeding data Mo. of Document receivefl.
5. Printing activities 5. No. of Copies
6. Stores and material 1. Preparation & Issuing tender or enquiry actjvities. 1. No. of tender
management(activities 2. Negotiation with purchaser 2. No. of Purchase org@ler
related with in service 3. Purchase order sending activities 3. No. of purchase oider.
department no. 9) 4 Receiving Activities 4. No. of time received
5. Inspection and material charring activities 5. No. of Purchase order
6. Issuing /dispatching activities 6. No. of requisition
7. Accounting activities 7. No. of units handled
e Engineering 1. Analising new technique 1. Time spent

3ime Spen

the management accountant, June, 2009
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Table-2: Activity Based Costing model
S. No.| Functional Area Activities Identified Cost Drivers
b) Industrial (S.D. No. 12) [ 1. Analyzing the changes 1. No. of time change mode.
2. Receiving New technique 2. Time spent
3. Training activities 3. No. of Trained employs
8. Employees Receiving 1. Collecting Records from computer 1. No. of Employees
Personnel 2. Issuing Cards 2. No. of cards issued
(a) Records 3. Card Machine 3. No. of employees
(b) Development ISocial welfare 1. No. of Employee
2. community centre 2. No. of employee
3. creative expanses 3. No. of employee
4. employee welfare exp. 4. No. of employee
9. Administration (S.D .No.14) 1. Training No. of employees
(a) Personnel 2. Industrial Relation 2. No. of employees
(Service-department No. 18) 3. Recruitment & selection 3. No. of employees
4. Promotion 4No. of employees
5. Handling of disputes 5. No. of employees
(b) Finance and Account$ 1. Salaries accounting 1. No. of staff.
2. wage accounting 2. No. of People engags
3. Assets accounting 3. Value of assets
4. Purchase accounting 4. Value of Purchase
5. Sales accounting 5. Value of Sales
6. dispatch accounting 6. weight carried
7. power control 7. consumption rate in
respective activity
8. Cash transferring 8. Amount of cash hang
9. Tax accounting - Central excise procedure 9. Cost factor
10. Sales Tax 10. Sales value
11. Export Accounting. 11. No. of export order
(c) Security 1. Gate security (watch) 1. Security Hours
2. Accounting of visitors 2. No. of Visitors
3. Colony security 3. No. of People worked
(d) Canteen 1. Meal & foods 1. No. of People took me
2. Subsidy and accounting 2. No. of People took me
(e) Dispensary Medical facility 1.No. of employees Medicat¢d.
2. Dispensary expenses 2. No. of employee wor
(f) Transport & Export 1. Self transport 1. No. of trips traveled.
2. Hired transport 2. No. of trips traveled
3. Preparation of documents 3. Time spent
4. Shipment of consignment 4. Value of shipment
5. Follow up for Repeat of order & Exim policy 5. Time spent
(g) Other Administration 1. Colony Administration 1. No. of Employee
2. Guest house admin. 2. No. of guest stayed
3. Garden maintenance. 3. No. of times maintain
10. | Commercial & Accounting 1. Preparation of Medical Reimbursement 1. No. of employees
(other Department No. 1) 2. Preparation of Bonus/incentives etc. 2. No. of employees
3. Treatment of TA claim 3. No. of employees
4. Staff welfare 4No. of employees
482 the management accountant, June, 2009
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1”2

S.No. | Functional Area Activities Identified Cost Drivers

5. Preparation of monthly account 5. Unit produced

6. Preparing invoice activity according to custorper 6. No. of Customer

7. Cash & Banking transaction 7. No. of Unit Produced

(a) Cost management. 1. material accounting 1. Unit of R.M. handledl

2. wages allocation RNo. of worker’s

3. Stores accounting 3. Value of stores.

4. Preparation of Business Plan 4. Time spent

5. Verification of stores. 5. Value of stores handlef.

6. Analysis of Production & Productivity 6. Unit Produced.

7. Establishment of relation between costdrive(& 7. Unit Produced.

activity& finding absorption Rate.

11. | Marketing management 1. Generating demand 1. No. of sales Invoic
(Other cost center No. 2) prepared

2. Collection of order 2. No. of sales order prepgred

3. Preparation and Advertisement 3. No. of Sales order

(Including web page design)

4. Customer care 4. No. of confirm sales
invoice prepared

5. Conducting seminar for long term benefit 5. proposed benefit

6. Feedback from sales 6. Time spent

7. Conducting training 7. No. of confirm sales
invoice prepared.

8. Survey of market need 8. No. of confirm sales
invoice prepared

9. Introduction of companies Product in the mafket 9. No. of confirm sales
invoice prepared.

12. | Research & Development| 1. Receiving Ideas from customers 1. Capitalization value

2. Developing new product Pime spent for development

3. Test & check the new product

3. Time spent

decision maker wants accept the
refinement suggested by ABC.
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Taxation updates

The CBDT vide Notification S.0.858(E) dated 25th March, 2009 has substituted new Rules for Rules 30, 31, 31A & 31AA
which are to be effective from 1st April, 2009. The important changes made by such substitution are given below:-

1. Paymentof TDS amount:

0
(i

(i

The due date for making payment of taxes remain the same i.e. within one week from the end of the month in which
deduction is made.

The earlier rules provided that where the deduction was made out of amount credited on the last day of the
accounting period, the payment of TDS can be made within a period of two months from the end of the month in
which the amount is credited by the payer to the account of the payee. Earlier the rule was applicable in respect of
payments made under sections specified therein. Now since the provisions apply to all deductions under chapter
XVII B, this rule will become applicable to payments under other sections also which were earlier left out. An
important area that will now get the benefit of this extended date is payment of salary (Section 192). In case,
therefore, salary is credited to an employee on the last date of accounting year - the employer will be able to make
payment of tax deducted out of such credit within the extended period of two months.

The earlier rule provided for relaxation of the time limit for making payment of TDS in special cases. The Assessing
Officer was authorized to permit payment quarterly, i.e. on June 15, September 15, December 15 and March 15 if the
amount is deducted from Salaries and on July 15, October 15, January 15 and April 15 if the amount is deducted out
of interest, insurance commission or commission or brokerage. It has now been provided that no such relaxation
shall be granted by the A.O. without the prior approval of the Jt. Commissioner.

2. Mode of Payment:

The earlier rules made it mandatory for Companies and for other persons who are subject to audit u/s. 44AB to make
payment of tax electronically. Under the new Rule every deductor shall make payment electronically. For this purpose he will
furnish electronically an Income-tax challan in Form No.17 and pay the amount so deducted to the credit of Central Govern-
ment by electronically remitting it into the Reserve Bank of India, State Bank of India or any authorised bank. For this
purpose it has been clarified that the amounts shall be construed as remitted electronically if the same is remitted by way of

(@)
(b)

Internet banking facility of the Reserve Bank of India or State Bank of India or any authorised bank
Credit or debit card.

3. Furnishing of certificate of deduction at Source:

0

(i)

The earlier rules provided for furnishing of certificate in Form No.16 if the deduction is out of salary u/s. 192 and in
form No.16A if the deduction is under any other provision. There was another Form 16AA, which was meant to be
given to the persons whose income from salary does not exceed Rs.1,50,000/-. Form No.16AA now stands deleted.

Time limit has been prescribed for issue of certificate to the Payee which is the same as in earlier rules.

One week if the tax was paid within extended period of 2 months because of crediting of payment on the last day of
the accounting year.

One month from the end of the financial year in which the payment is made if the deduction is u/s. 192 & 194D.

If the employer is chosen to pay tax on perquisite u/s. 192(1A) the certificate has to be issued within one month from
the end of the financial year.

Within one month from the end of the month in which deduction is made in all other cases.

(i) If the deductee has asked for one consolidated certificate in respect of deductions made during the financial year

(iv)

V)
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then also the certificate should be furnished within one month of the financial year.
In case the Assessing Officer, with the approval of Joint Commissioner has permitted quarterly payment, the
certificate should be furnished within 14 days from the date of payment of Income-tax.

It has now been specifically provided that the deductor may issue a duplicate certificate in Form No.16 or 16A if the
deductee has lost the original certificate. The Assessing Officer in such case will give credit after obtaining an
Indemnity Bond from the deductee and after getting the payment certified by the officer, designated in this behalf
by the CCIT.
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4. Statementof TDS:

() A new compliance statement has been prescribed in Form No.24-C. This statement is to be furnished on or before
15th July, 15th October, 15th January and for the last quarter on 15th of June. This statement is to be furnished
every quarter electronically. [The statement contains month-wise details separately for deductions under different
sections. The details include total expenditure or capital outgo under various heads, amount on which tax was to be

deducted and the tax actually deducted].

(i) For deductions u/s. 192 the quarterly statement continues to be in Form No.24Q. Where the deductee is a non-
resident or NOR or a foreign company, the quarterly statement in respect of deduction under other sections is to be

furnished in Form No. 27Q. Where the deductees are resident, the form prescribed is 26Q.

(iiy These forms are also to be furnished electronically to the Director General of Income-tax (Systems) or any other

persons authorised by the DGIT(Systems).

(iv) An important amendment is made in regard to furnishing of Form No0.24Q, 26Q & 27Q. All these forms are now to
be submitted only once in a year, i.e. on or before 15th June following the end of the financial year. Earlier these

forms were required to be submitted quarterly.
5. Re-designing of Forms :

Form No.16 & 16A have been re-designed. Form 17 which is a challan to be furnished electronically has been designed.

A new column in Form No.16, 16 A and 17 is “UTN” (Unigue Transaction Number). This is intended to be a link between
challan, TDS certificate and TDS statement. This number will be provided by the Income-tax Department. How and when the

number will be provided is yet to be known.

Forms 24Q, 26Q and 27Q have also been suitably amended to conform to the requirement of electronic filing which is

made mandatory.

( The Institute of Cost & Works Accountants of India b
'%.’ presents
I : 2-DAY CONTINUOUS EDUCATION PROGRAMME
”W ON
“CORPORATE GOVERNANCE TOWARDS CORPORATE
EXCELLENCE (WITH SPECIAL REFERENCE TO INDIA)”
27" & 28™ June 2009
At
R&T Center of ICWAI—84 Harish Mukherjee Road, Kolkata 700 025
Fee: Rs. 2500.00 per person Rs. 1500.00 per pe
(Practising members only
Cheques to be drawn in favour of ICWAI, payable at Kolkata
For further information please contact:
Dr. Sanjiban Bandyopadhyaya— Chairman, CEP
Mail: sban123@gmail.com
9831086795
Shri D.Chandru Shri Swapan Kumar Mazumder
Additional Director-PD&P Assistant Director—PD&P
ICWAI Bhawan, New Delhi ICWAI (HQ)
3 Institutional Area, New Delhi : 110 003 12 Sudder Street, Kolkata : 700 01
Mail: cep.chandru@icwai.org Mail : cep.swapan@icwai.org
\ 9818601200 9831043067 .
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The Gazette Of India
Extraordinary
Part —lii— Section 4
Published By Authority
New Delhi, May 19, 2009
Securities And Exchange Board Of India
Notification
Mumbai, The 19th May, 2009
Securities and Exchange Board of India (Investor Protection and Education Fund)
Regulations, 2009

No. LAD-NRO/GN/2009-10/05/163525In exercise of the powers conferred by section 30 of the Securities and
Exchange Board of India Act, 1992 (15 of 1992), the Securities and Exchange Board of India hereby makes the
following regulations, namely: -

CHAPTERI
PRELIMINARY

Short title and commencement.
1. (1) These regulations may be called the Securities and Exchange Board of India (Investor Protection and Education

Fund) Regulations, 2009.

(2) They shall come into force on the date of their publication in the Official Gazette.

Definitions.
2. (1) In these regulations, unless the context otherwise requires: -

486

(a) ‘Act’ means the Securities and Exchange Board of India Act, 1992 (15 of 1992);

(b) ‘Board’ means the Securities and Exchange Board of India established under section 3 of the Act;
(c) ‘Committee’ means the advisory committee constituted under regulation 7 of these regulations;
(d) financial year’ means the year commencing on the first day of April;

(e) ‘Fund’ means the Investor Protection and Education Fund created by the Board under section 11 of the
Act;

(f) ‘investor’ means an investor in securities;

(9) ‘legal proceedings’ means any proceedings before a court or tribunal where one thousand or more
investors are affected or likely to be affected by:-

() mis-statement, misrepresentation or omission in connection with the issue, sale or purchase of securities;
(i) non-receipt of securities allotted or refund of application monies paid by them;

(i) non-payment of dividend;

(iv) default in redemption of securities or in payment of interest in terms of the offer document;

(v) fraudulent and unfair trade practices or market manipulation;

(vi) such other market misconduct which in the opinion of the Board may be deemed appropriate; but does
not include any proceeding where the Board is a party or where the Board has initiated any enforcement
action;

(h) ‘Schedule’ means Schedule appended to these regulations.

(2) Words and expressions not defined in these regulations, but defined in or under the Act or the Securities

Contracts (Regulation) Act, 1956 (42 of 1956) or the Depositories Act, 1996 (22 of 1996) or the regulations
made thereunder or the Companies Act, 1956 (1 of 1956) or any statutory modification or re-enactment
thereof, shall have the same meanings as have been assigned to them by or under those enactments, unles
the context requires otherwise.
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CHAPTER Il
INVESTOR PROTECTION AND EDUCATION FUND
Establishment of Fund.
3. (1) There shall be a Fund to be called the Investor Protection and Education Fund.

(2) The Fund shall be deemed to have been established on 23rd day of July, 2007, by the order made by the
Board under section 11 of the Act.

Amounts to be credited to the Fund.
4. The following amounts shall be credited to the Fund:-
(a) contribution as may be made by the Board to the Fund;

(b) grants and donations given to the Fund by the Central Government, State Government or any other
entity approved by the Board for this purpose;

(c) proceeds in accordance with the sub-clause (ii) of clause(e) of sub-regulation (12) and the sub- regulation
(13)of regulation 28 of the Securities and Exchange Board of India (Substantial Acquisition of Shares
and Takeovers) Regulations, 1997;

(d) security deposits, if any, held by stock exchanges in respect of public issues and rights issues, in the
event of de-recognition of such stock exchanges;

(e) amounts in the Investor Protection Fund and Investor Services Fund of a stock exchange, in the event
of de-recognition of such stock exchange;

(f) interest or other income received out of any investments made from the Fund;
(9) such other amount as the Board may specify in the interest of investors.
Utilisation of Fund.

5. (1) The Fund shall be utilised for the purpose of protection of investors and promotion of investor education and
awareness in accordance with these regulations.

(2) Without prejudice to the generality of the object in sub-regulation (1), the Fund may be used for the following
purposes, namely:-

(a) educational activities including seminars, training, research and publications, aimed at investors;
(b) awareness programmes including through media - print, electronic, aimed at investors;
(c) funding investor education and awareness activities of Investors’ Assaociations recognized by the Board;

(d) aiding investors’ associations recognized by the Board to undertake legal proceedings in the interest of
investors in securities that are listed or proposed to be listed;

(e) refund of the security deposits which are held by stock exchanges and transferred to the Fund consequent
on derecognition of the stock exchange as mentioned in clause (d) of regulation 4, in case the concerned
companies apply to the Board and fulfill the conditions for release of the deposit;

(f) expenses on travel of members of the Committee, who are not officials of the Board, and special invitees
to the meetings of the Committee, in connection with the work of the Committee;

(g) salary, allowances and other expenses of office of Ombudsman; and
(h) such other purposes as may be specified by the Board.
6. Conditions for Aid.

The aid to investors’ associations, as referred to in clause (d) of sub-regulation (2) of regulation 5, shall be given by
the Board in accordance with the guidelines made by it and subject to the following conditions:-
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(a) that the aid shall not exceed seventy five per cent. of the total expenditure on legal proceedings;
(b) such aid shall not be considered for more than one legal proceeding in a particular matter;

(c) if more than one investors’ association applies for seeking legal aid, the investors’ association whose
application is received first, shall be considered for such aid.

CHAPTER Il
ADVISORY COMMITTEE FOR THE FUND
Constitution of the Committee.

7. (1) The Board shall constitute an advisory committee for recommending investor education and protection
activities that may be undertaken directly by the Board or through any other agency, for utilisation of the
Fund for the purposes referred to in regulation 5.

(2) The Committee shall consist of the following members, namely:-

(a) the Executive Director of the Board in charge of Office of Investor Assistance and Education who shall
be the convener of the Committee;

(b) two other officials of the Board;

(c) five other members who have expertise about the securities market and experience in matters of investor
grievance redressal or investor education.

(3) (a) The term of office of members referred in clause (c) of sub-regulation (2) of regulation 7 shall be two
years, which may be extended for a further period of two years.

(b) Any vacancy arising out of resignation, retirement or death of a member or for any other reason shall be
filled by the Board for the remaining period of the term of such member.

(4) The Board may dissolve and reconstitute the Committee if, at any time, the Board is of the opinion that the
Committee is unable to discharge the functions and duties imposed on it by or under these regulations.

Functions of the Committee.

8. The Committee shall consider investor education and protection activities keeping in view the purposes mentioned
in regulation 5 and the regulation 6 and submit its recommendations thereon to the Board.
Meetings of the Committee.

9. (1) Meetings of the Committee shall be convened at least once in three months by the convener or in his
absence, by any member nominated by the convener, on his behalf.

(2) Four members of the Committee shall constitute the quorum for the transaction of business at a meeting of
the Committee.

(3) Every member, who is directly or indirectly interested in any matter coming up for consideration at a
meeting of the Committee, shall disclose the nature of his interest at such meeting and such disclosure shall
be recorded in the proceedings of the meeting of the Committee and such member shall not take part in any
deliberation of the Committee with respect to that matter.

Expenses of the Committee.

10. (1) The expenses including travel and other allowances of members of the Committee, who are officials of the
Board, and invitees who are officials of the Board, shall be borne by the Board in accordance with their
entitlements.

(2) The expenses including travel and other allowances of members of the Committee, who are not officials of
the Board, and invitees who are not officials of the Board, may be borne by the Fund.
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CHAPTER IV
INVESTMENT, ACCOUNTS AND AUDIT
Investment, maintenance of accounts and audit of accounts.

11. (1) The Board shall ensure maintenance of proper and separate accounts and other relevant records in relation to
the Fund giving therein the details of all receipts to, and, expenditure from, the Fund and other relevant
particulars in accordance with the SEBI (Form of Annual Statement of Accounts and Records) Rules, 1994
as far as such rules apply.

(2) The accounts referred to in sub regulation (1) shall be prepared and audited before the expiry of six months
from the end of each financial year.

(3) The investment of the Fund may be in the manner of investments of other funds of the Board.
(4) The accounts of the Fund may be audited in the manner of audit of other accounts of the Board.
CHAPTER YV
MISCELLANEOUS
Power to relax regulations.

12. If in the opinion of the Board, strict enforcement of any regulation needs to be relaxed to achieve the purpose of
investor protection and education, the Board may relax the same.

Delegation of powers.

13. The powers exercisable by the Board under these regulations shall also be exercisable by any member or officer
of the Board to whom such powers are delegated by the Board by means of an order made under section 19 of
the Act.

Amendments to other Regulation.
14. The regulation mentioned in the Schedule shall be amended in the manner and to the extent specified therein.
SCHEDULE
Securities and Exchange Board of India (Investor Protection and Education Fund)
Regulations, 2009
[See regulation 14]
Amendments to other regulation

Amendment of Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 1997.

1. In regulation 28,
(a) in sub-regulation (12) , for clause (e) , the following shall be substituted, namely:-

“(e)the entire amount to the merchant banker, in the event of forfeiture for nonfulfillment of any of the
obligations under the Regulations, for distribution in the following manner, after deduction of expenses, if any, of the
merchant banker and the registrars to the offer, -

(i) one third of the amount to the target company;
(i) one third of the amount to the Investor Protection and Education Fund established by the Board;
(i) one third of the amount to be distributed pro-rata among the shareholders who have accepted the offer.”

(b) in sub-regulation (13) , for the words “to the regional stock exchange of the target company, for the credit
of the Investor Protection Fund or any other similar fund” appearing after the words “ proceeds thereof” the
words “to the Investor Protection and Education Fund established by the Board” shall be substituted.

C. B. BHAVE
CHAIRMAN
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SEBI

CHIEF GENERAL MANAGER

Market Regulation Department

Email: mdrao@sebi.goin MRD/DoP/ Cir-05/2009 May 20, 2009

To

The Managing Directors / Chief Executive Officers /
Executive Directors / Officiating Executive Directors
of all the Stock Exchanges,

Registrars to an Issue and Share Transfer Agents

Dear Sir/ Madam,
Sub: PAN requirement for transfer of shares in physical form

1. The Securities and Exchange Board of India (SEBI) vide circular ref. no. MRD/DoP/Cir-05/2007 dated April 27, 2007 made
PAN the sole identification number for all participants transacting in the securities market, irrespective of the amount of
such transaction.

2. In continuation of the aforesaid circular, it is hereby clarified that for securities market transactions and off-market/
private transactions involving transfer of shares in physical form of listed companies, it shall be mandatory for the
transferee(s) to furnish copy of PAN card to the Company/RTAs for registration of such transfer of shares.

3. All Stock Exchanges are advised to:-
3.1. implement the above by making necessary amendments to the bye-laws and Listing Agreement, as applicable;

3.2. bring the provisions of this circular to the notice of the listed companies for necessary compliance and also to put the
same on their website for easy access to the investors; and

3.3. communicate to SEBI the status of the implementation of the provisions of this circular and the action taken in this
regard in the Monthly Development Report.

4. All Registrars to an Issue and Share Transfer Agents are advised to:-
4.1. take necessary steps to implement the above decision.
4.2. disseminate the provisions of this circular on their website.

5. This circular is issued in exercise of powers conferred under section 11 of the Securities and Exchange Board of India
Act, 1992, read with section 55A of Companies Act to protect interests of investors in securities and to promote the
development of, and to regulate the securities market.

Yours faithfully,
SV MURALIDHAR RAO

RESERVE BANK OF INDIA

RBI/2008-09/481 RPCD.CO.RRB.BC.N0.108 /03.05.33/2008-09 May 22, 2009

All Regional Rural Banks

Dear Sir,

Unclaimed deposits and inoperative / dormant accounts in banks

In view of the increase in the amount of the unclaimed deposits with banks year after year and the inherent risk associated
with such deposits, it is felt that banks should play a more pro-active role in finding the whereabouts of the account holders
whose accounts have remained inoperative. Further, several complaints have been received in respect of difficulties faced by
the customers on account of their accounts having been classified as inoperative. Moreover, there is a feeling that banks are
undeservedly enjoying the unclaimed deposits, while paying no interest on it. Keeping these factors in view, it is advised
that Regional Rural Banks (RRBs) may follow the instructions detailed below while dealing with inoperative / dormant

accounts: (i) RRBs should make an annual review of accounts in which there are no operations (i.e. no credit or debit other
than crediting of periodic interest or debiting of service charges) for more than one year. The RRBs may approach the
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customers and inform them in writing that there has been no operation in their accounts and ascertain the reasons for the
same. In case the non-operation in the account is due to shifting of the customers from the locality, they may be asked to
provide the details of the new bank accounts to which the balance in the existing account could be transferred. (ii) If the
letters are returned undelivered, they may immediately be put on enquiry to find out the whereabouts of customers or their
legal heirs in case they are deceased.

(iii) In case the whereabouts of the customers are not traceable, RRBs should consider contacting the persons who had
introduced the account holder. They could also consider contacting the employer / or any other person whose details are
available with them. They could also consider contacting the account holder telephonically in case his telephone number /
Cell number has been furnished to the RRB. In case of Non Resident accounts, the RRB may also contact the account holder:
through email and obtain their confirmation of

the details of the account. (iv) A savings as well as current account should be treated as inoperative / dormant ibthere are n
transactions in the account for over a period of two years. The accounts which have not been operated upon over a period
of two years should be segregated and maintained in separate ledgers. (v) In case any reply is given by the account holdel
giving the reasons for not operating the account, RRBs should continue classifying the

same as an operative account for one more year within which period the account holder may be requested to operate the
account. However, in case the account holder still does not operate the same during the extended period, RRBs should
classify the same as

inoperative account after the expiry of the extended period. (vi) For the purpose of classifying an account as ‘inoperative’
both the type of transactions i.e. debit as well as credit transactions induced at the instance of customers as well as third
party should be

considered. However, the service charges levied by the RRB or interest credited by the bank should not be considered.
(vii) Further, the segregation of the inoperative accounts is from the point of view of reducing risk of frauds etc. Hmwvever, t
customer should not be inconvenienced in any way, just because his account has been rendered inoperative. The classificatior
is there only to bring to the attention of dealing staff, the increased risk in the account. The transaction may be rmonitored a
a higher level both from the point of view of preventing fraud and making a Suspicious Transactions Report. However, the
entire process should remain un-noticeable by

the customer.

(viii) Operation in such accounts may be allowed after due diligence as per risk category of the customer. Due diligence
would mean ensuring genuineness of the transaction, verification of the signature and identity, etc. However, it has to be
ensured that the customer is not inconvenienced as a result of extra care taken by the RRB.

(ix) There should not be any charge for activation of inoperative account.

(x) RRBs are also advised to ensure that the amounts lying in inoperative accounts ledger are properly audited by the internal
auditors / statutory auditors of the bank.

(xi) Interest on savings bank accounts should be credited on regular basis whether the account is operative or not. If a Fixed
Deposit Receipt matures and proceeds are unpaid, the amount left unclaimed with the RRB will attract savings bank rate of
interest.

2. RRBs may also consider launching a special drive for finding the whereabouts of the customers / legal heirs in respect of
existing accounts which have already been transferred to the separate ledger of ‘inoperative accounts’.

Yours faithfully
(B.P.Vijayendra)
Chief General Manager
Rural
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SEBI

General Manager

Division of Foreign Institutional Investors & Custodians

INVESTMENT MANAGEMENT DEPARTMENT

Cir No. IMD/FII & C/ /2009 May 12, 2009

To
All Foreign Institutional Investors
through their designated Custodians of Securities

Dear Madam/Sir
Sub: Allocation methodology of debt investment limits to Flls

1. Please refer to SEBI circular IMD/FII & C/ 37/2009 dated February 06, 2009 providing the modalities for the allocation
methodology for the debt investment limits.

2. Ithas been decided that the unutilised investment limits for government debt shall also be allocated in similar manner as
specified in the circular mentioned above.

3. In partial amendment to clause 3 (h) of the aforesaid circular, no single entity shall be allocated more than Rs.1,000 cr. of
the government debt investment limit.

4. A copy of this circular is available at the web page “F.I.I.” on our website www.sebi.gov.in. The custodians are requested
to bring the contents of this circular to the notice of their Fll clients.

Yours faithfully,
Jeevan Sonparote

GOVERNMENT OF INDIA
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART Il, SECTION 3, SUB-SECTION (i)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE)
Notification No. 5/2009-Central Excise
New Delhi, the 27th April, 2009

G.S.R. (E). - In exercise of the powers conferred by sub-section (1) of section 5A of the Central Excise Act, 1944 (1
of 1944) read with sub-section (3) of section 111 of the Finance Act, 1998 (21 of 1998), sub-section(3) of section 133 of the
Finance Act, 1999 (27 of 1999) and sub-section (3) of section 147 of the Finance Act, 2002 (20 of 2002), the Central Government
hereby makes the following further amendment in the notification of Government of India in the Ministry of Finance (
Department of Revenue) No. 29/2002-Central Excise, dated the 13th May 2002, published in the Gazette of India, Extraordinary,
Part Il, Section 3, Sub-sectionyidenumber G.S.R.362 (E), dated the 13th May, 2002, namely:-

In the said notification, in the preamble, for the brackets, letters and words “(b) Bongaigaon Refineries and
Petrochemicals Limited, or” , the brackets, letters and words “(b) Indian Oil Corporation Ltd., Bongaigaon Refinery, or” shalll
be substituted.

[F. No. 354/90/2009-TRU]
(Limatula Yaden)
Deputy Secretary to the Government of India

Note:- The principal notification No. 29/2002-Central Excise, dated the 13th May 2002, was published in the Gazette of India,
Extraordinary, Part Il, Section 3, Sub-sectionMienumber G.S.R.362 (E), dated the 13th May, 2002 and was last amended
vide notification No. 34/2002-Central Excise, dated the 21st June, 2002, published in the Gazette of India, Extraordinary, Part
I, Section 3, Sub-section (§idenumber G.S.R. 441 (E), dated the 21st June, 2002.
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GOVERNMENT OF INDIA
[TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY, PART Il, SECTION 3, SUB-SECTION (i)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE)
Notification No. 53/2009- Customs (N.T.)

New Delhi, the 19th May 2009.
G.S.R. (E).-In exercise of the powers conferred by sub-section (1B) of section 129A of the Customs Act, 1962 (52 of 1962),
the Central Board of Excise and Customs hereby makes the following further amendment in the notification of the Government
of India, Ministry of Finance, Department of Revenue, No. 49/2005-Customs (N.T.) published in the Gazette of India,
Extraordinary, Part Il, Section 3, Sub-section (i), vide number G.S.R.410(E)dated theis, 2005, namely :-

In the said notification, in the Table, against SI. No. 51 and 52 in Column (2) and Column (3) for the words and figures
“Pune II” wherever they occur, the words “Kolhapur” shall respectively be substituted.

[F.No.390/review/89/09-JC]
V. K. SAXENA
Director to the Government of India

Note: The principal natification No. 49/2005-Customs (N.T.), dated the 17th June,2005 was published in the Gazette of India,
Extraordinary, Part-Il, Section 3, Sub-section(i) vide number G.S.R. 410(E) dated the 17th June,2005 and was subsequently
amended by Notification N0.63/2006- Customs (N.T.), dated the 9th June, 2006 vide number G.S.R. 356(E), published in the
Gazette of India, Extraordinary, Part-11, Section 3, Sub-section(i), dated the 9th June, 2006. It was subsequently amended by
Notification N0.42/2008- Customs (N.T.), dated the May,2Q08 vide number G.S.R371(E), published in the Gazette of

India, Extraordinary, Part-1l, Section 3, Sub-section(i), dated theMzay,2008. It was subsequently amended by Notification
No0.42/2009- Customs (N.T.), dated th& 2gpril 2009 vide number G.S.R 272(E), published in the Gazette of India, Extraordinary,
Part-Il, Section 3, Sub-section(i), dated thg 20ril 2000

GOVERNMENT OF INDIA
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART I, SECTION 3, SUB-SECTION (i)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue) New Delhi, the May 20, 2009.
Notification No. 15/2009-Service Tax

G.S.R. (E).- In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of 1994), the
Central Government hereby makes the following further amendments in the notification of the Government of India in the
Ministry of Finance (Department of Revenue) N0.9/2009-Service Tax, dated the 3rd March, 2009 which was published in the
Gazette of India, Extraordinary, Part Il, Section 3, Sub-section (i) vide number G.S.R. 146(E), dated the 3rd March, 2009,
namely:-
In the said notification,-

(A) in paragraph 1, in the proviso,-

the sub-paragraph (c), the following shall be substituted, namely:-

“(c) the exemption claimed by the developer or units of Special Economic Zone shall be provided by way of refund of
service tax paid on the specified services used in relation to the authorised operations in the Special Economic Zone
except for services consumed wholly within the Special Economic Zone;”

(2) for sub-paragraph (d), the following shall be substituted, namely:-

“(d) the developer or units of Special Economic Zone claiming the exemption, by way of refund in accordance with
clause (c), has actually paid the service tax on the specified services;”

(3) after sub-paragraph (f), the following sub-paragraph shall be inserted, namely:-

“(g9) the developer or unit of a Special Economic Zone shall maintain proper account of receipt and utilisation of the
taxable services for which exemption is claimed.”

(B) in paragraph 2, for the words, “shall be subject to the following conditions”, the words, “ ,except for services
consumed wholly within the Special Economic Zone, shall be subject to the following conditions” shall be substituted.
[F-N0.354/163/2006-TRU]
(Unmesh Sharad Wagh)
Under Secretary to the Government of India
Note. - The principal notification was published in the Gazette of India, Extraordinary, Part Il, Section 3, Sub-section (i),
vide number G.S.R. 146(E), dated the 3rd March, 2009.
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Renewal of Certificate of Practice

For Attention of Practising Members

GUIDELINES FOR RENEWAL OF CERTIFICATE OF PRACTICE

The members of the Institute holding Certificate of Practice having validity upthude, 2009 are requested to
comply with the following guidelines for renewal of their Certificate of Practice:

1. Application for renewal of Certificate of Practice uptd 30ne, 2010 has to be made in the prescribed
Form ‘D’ duly filled in and signed on both sides together with Renewal Certificate of Practice fee for
Rs. 500/- and all other dues to the Institute on account of annual membership fees and entrance fees. The
annual membership for Associate and Fellow Members are Rs. 500/- and Rs. 1000/- respectively with
effect from E April, 2008. The entrance fee for Associate and Fellow Members are Rs. 600/- and Rs. 500/
- respectively payable at a time at the time of application for admission with effectfApril12008. The
fees may be paid by Demand Draft/Pay Order/Cheque payable at Kolkata if remitted by post to the
Headquarters of the Institute. In case remittance is made through an outstation cheque, Rs.30/- is to be
included towards bank charges. The fees may also be paid directly by cash at the Headquarters or by Cash/
Cheque/Demand Draft at the Regional Councils or Chapters of the Institute.

2. It may please be noted that under Section 6 of the Cost and Works Accountants Act, 1959, the annual
membership fee and Renewal Certificate of Practice fee fall dug April each year.

3. Special attention is invited to the fact that the validity of a Certificate of Practice expirésamaGach
year unless it is renewed on or before the date of expiry in terms of Regulation 10 of the Cost and Works
Accountants Regulation, 1959. Therefore, a member signing any document as a practicing Cost Accountant
without having his Certificate of Practice renewed on or before the due date, makes the signed document
invalid.

4. It may please be noted that mere payment of fees alone will not be sufficient for renewal of Certificate of
Practice. Application in prescribed Form ‘D’ duly filled in and signethatin sides is absolute necessary.

5. ltis also essential to furnish a certificate from the employer in the following form or in a form as near thereto
as possible if the practicing member has undertaken any employment or there has been a change in employment

s I R, o IR IR e is employed
asi(designatiom).h i mhk, b R in (name of
Onganisation kXY, s b W SRR and he is permitted ,

notwithstanding anything contained in the terms of his employment, to engage himself in the practice of profession
of Cost Accountancy in his spare time in addition to his regular salaried employment with us.

Signature of Employers
under seal of Organisation”

6. In order to enhance professional competence and evolve a systematic mechanism to update knowledge of
members in practice, a scheme of CEP was introduced in the year 2003. The scheme was made optional for
the first two years subject to members completing the required number of hours in the third year.

A partial modification of the said scheme has been made by the Council of the ICWAL.
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Renewal of Certificate of Practice

Therefore, it may please be noted that as per modified scheme, every member in practice is required to
accumulate credit of 20 hours for the block of 3 (three) years of CEP withiduB@, 2009 for renewal of
Certificate of Practice from™July, 2009 onwards. The minimum hours of training in a year are 6 hrs. Any extra
hours of training within the block of 3 years shall not be carried forward to next block.

It is clarified in this context that:

I. The members who reside outside India for a part of the year may be exempted from Credit Hours
requirement for the same year.

Il. The members who are victimized by polio or accident or physically handicapped may be exempted from
fulfilling the requirement of CEP hours.

I1l. The members who could not get credit of required CEP hours for failure in attending the programmes
of the Institute due to unavoidable circumstances may be granted relaxation to make up balance CEP
Credit hours requirement in the next three year period in addition to the normal requisite CEP hours.

The requirement specified above does not apply to a member in practice who has attained the age of 65
years as onsLJuly, 2009.

Hence, all practicing members are requested to send their application for renewal along with other requirements
as indicated herein above immediately, in any case so as to reach the Institute Headgu&terthan 15"
June, 20009.

For Attention of Members

Payment for Annual Membership Fee for 2009-2010

The Annual Membership Fee for 2009-2010 for all Associate and Fellow Members of the Institute has
become due and payable 6rApril, 2009 at the following rates:

Associate Annual Membership Fee Rs.500/- (Rs. 100/- for members entitled to pay at reduced rate)
Fellow Annual Membership Fee Rs.1000/- (Rs. 150/- for members entitled to pay at reduced rate)

Allmembers are requested to pay their respective membership fees along with arrears, if any, immediately and
not later than 30" September, 2009.

The fees may be paid by Cash/Demand Draft/Cheque at the Headquarters/Regional Council offices/Chapters
of the Institute. The Demand Draft/Cheque should be drawn in favour of “The ICWA of India” and payable at
Kolkata. In case of outstation cheque Rs.30/- is to be added towards Bank Charges.

NOTE: MEMBERS SHOULD ENSURE TO INDICATE THEIR NAME AND MEMBERSHIP NO. ON
THE REVERSE OF CHEQUE/DEMAND DRAFT TO BE DRAWN IN FAVOUR OF “THE ICWA OF
INDIA” PAYABLE AT KOLKATA IN CASE PAYMENT IS RENDERED BY CHEQUE/DEMAND
DRAFT, IT SHOULD ALSO BE ENSURED NOT TO ENCLOSE ANY OTHER INTIMATION ETC.
ALONG WITH THE REMITTANCE OF MEMBERSHIP FEE.
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Examination — June 2009

The Institute of Cost And Works Accountants of India

Examination Time Table & Programme — June 2009

CERTIFICATE IN ACCOUNTING TECHNICIANS — FOUNDATION COURSE (ENTRY
LEVEL) PART —1 EXAMINATION

Day & Date Time Foundation Course (Entry Level) Part—|
Thursday, 18 June, 2009 02.00 P.M. to 05.00 P.M. Organisation and Management Fundamentals
Friday, 19" June, 2009 02.00 P.M. to 05.00 P.M. Accounting

Saturday, 2@ June, 2009

02.00 P.M.

t0 05.00 P.M. Economics and Business Fundamentals

Sunday, 2% June, 2009

02.00 P.M.

t0 05.00 P.M. Business Mathematics and Statistics Fundamer||tals

®Examination Fees

Inland Centres

Foundation Course (Entry Level) Part — |
Rs.700/-

1. Application Forms for Foundation Course (Entry Level) Part — | Examination will be available from Directorate of
CAT at “ICWAI Bhawan”, 3, Institutional Area, Lodi Road, Delhi — 110 003 on payment of Rs. 30/- per Form.

2. Last date for receipt of Examination Application Forms without late fees is 16April, 2009 and with late fees of Rs.

100/- is25" April, 2009.

3. Examination Fees to be paid throlggimk Demand Draft of requisite fees drawn in favour of “ ICWAI A/C CAT
" payable at New Delhi.

4. Student will send their Examination Application Forms along with the fees to Directorate of CAT at “ICWAI Bhawan”,
3, Institutional Area, Lodi Road, Delhi— 110 003.

o N o O
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There are 4 (four) Examination Centres Kolkata, Chennai, Hyderabad & Surat (Gujarat)
Examination Question Papers will be setin English Language only.

A candidate who is fulfilling all conditions will only be allowed to appear for examination
Probable date of publication of result : 8 August 2009.

C. Bose
Sr. Director (Examination)
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Examination — June 2009

The Institute of Cost and Works Accountants of India

Examination Time Table & Programme — June 2009

PROGRAMME FOR SYLLABUS 2002 PROGRAMME FOR SYLLABUS 2008 (REVISED)
Day, Date Final Intermediate Intermediate—2008 Final — 2008 Foundation
&Time 9.30 A.M. to 2.00 P.M. to 9.30 A.M. to 2.00 P.M. to 2.00 P.M. to
12.30 P.M. 5.00 P.M. 12.30 P.M. 5.00 P.M. 5.00 P.M
Thursday, Operations and Project Costand Managemdnt Financial Accounting Capital Market Anplysis Organizationfand
18th June, 2009 Managementand Contrgl Accounting & Corporate Laws Management Fundameptals
Friday, Advanced Financial Information Systemg e Financial Managempnt Accounting
19th June, 2004 Managementand and Technology & International Financ
International Finance
Saturday, Strategic Management Business Laws an Commercialand Inddistrial Management Accgunting — Economicqand
20th June, 2004 and Marketing Communication Skillj Laws and Auditing Strategic Managemgnt Business Fundanientals
Sunday, Strategic Tax Business Taxation Applied Direct Taxatipn Indirect & Direct - Business Mathemdtics &
21st June, 2004 Management Tax Management Statistics Fundamentald
Monday, ManagementAccountingl- Management Accounting-Cost & Management Management Accountirjg— 11
22nd June, 2009 Decision Making Performance Managemdht Accounting Enterprise Performance,
Management
Tuesday, Management Accountingt Advanced Financiaf . Advanced Financigl AN
23rd June, 2009 Financial Strategy and Accounting Accounting & Reporting
Reporting
Wednesday, Cost Audit and Auditing Operation Management| Cost Audit & J L
24th June, 2004 Management Audit and Information Systemis Operational Audit|
Thursday, Valuations Managemen Quantitative Applied Indirect Taxafion Business Valuatipn i
25th June, 2004 and Case Study Methods Management
EXAMINATION FEES
Stage (S) Final Examination Intermediate Examination Foundation Course Examination
One Stage (Inland Centres Rs.800/- Rs.700/- Rs.700/-
(Overseas Centres) US $ 100 US $ 90 US $ 60
Two Stages (Inland Centreg) Rs.1600/- Rs.1400/-
(Overseas Centres) US $ 100 US $90

1.Application Forms for Foundation Course, Intermediate and Final Examinations are available from Institute’s Headquart&sdaled 2
Street, Kolkata, Regional Councils and Chapters of the Institute on payment of Rs. 30/- per form. In case of overseas, danuislate
available at Institute’s Headquarters only on payment of US $ 10 per form.
2. Last date for receipt of Examination Application Forms without late fees is ¥6April, 2009 and with late fees of Rs. 200/- is
25 ™ April, 2009.
3. Examination fees to be paid throuBank Demand Draft of requisite fees drawn in favour of the Institute and payable at Kolkata.
4, Students may submit their Examination Application Forms along with the fees at ICWAI, 12 Sudder Street, Kolkata —700Qichalr Re
Offices or Chapter Offices. Any query can be sent to Sr. Director (Exam.) at H. Q.
5. For June 2009 term of Examinations questions on the subjects — “Business Taxation” and “Strategic Tax Management” for
Syllabus 2002 & “Applied Direct Taxation”, “Applied Indirect Taxation” and “Indirect & Direct - Tax Management” will be set
considering the Finance Act, 2008 involving Assessment Year : 2009-2010.
6. Examination Centres: Agartala, Ahmedabad, Allahabad, Asansol, Aurangabad, Bangalore, Baroda, Bhilai, Bhopal, Bhubaneswar, Bilaspur,
Bokaro, Berhampur(Ganjam), Calicut, Chandigarh, Chennai, Coimbatore, Cuttack, Dehradun, Delhi, Dhanbad, Durgapur, Ernadabted, Fa
Ghaziabad, Guwahati, Hardwar, Howrah, Hyderabad, Indore, Jaipur, Jalandhar, Jammu, Jamshedpur, Jodhpur, Kalyan, Kanpuy, Kolhap
Kolkata, Kota, Kottayam, Lucknow, Ludhiana, Madurai, Mangalore, Mumbai, Mysore, Nagpur, Naihati, Nasik, Neyveli, PanajPéBala),
Patna, Pondicherry, Pune, Rajahmundry, Ranchi, Rourkela, Salem, Shillong, Surat, Thrissur, Tiruchirapalli, Tirunelveliuifriaddipur,
Vellore, Vijayawada, Vindhyanagar, Waltair and Overseas Centres at Dubai and Muscat.
7. A candidate who is completing all conditions will only be allowed to appear for examination.
8. Probable date of publication of result: Foundation — 5th August 2009 and Inter & Final — 29th August 2009.
C. Bose
Sr. Director (Examination)
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Taxation (Intermediate) and Strategic Tax Management (Final) under Syllabus 2002 for the p
June 2009 term of Examination.

(Kaushik Banerjee)
Additional Director-cum-Joint Secretary
& In-Charge of

Finance Act 2008 involving Assessment Year 2009-2010 will be applicable for the subjects A
Direct Taxation (Intermediate), Applied Indirect Taxation (Intermediate) and Indirect & Direct
Management (Final) for the purpose of June 2009 term of Examination under Revised Syllabus

(Kaushik Banerjee)

& In-Charge of

4 NOTIFICA TION 2
Ref. No. DS-3/1/3/09 March 16, 20Q9

\d Directorate of Studies 3
( NOTI FICATION Iy
Ref. No. DS-3/2/3/09 March 16, 200pP

Additional Director-cum-Joint Secretary

Finance Act 2008 involving Assessment Year 2009-2010 will be applicable for the subjects Ijusiness

rpose of

pplied
- Tax
2008.

Y Directorate of Studies )
4 CIRCULAR F)
Ref. No. DS-3/3/4/09 April 21, 2009

Sub: Conduct of Foundation Examination
Further to Circular No. Ceo: Studies: Cir: 09/2008 datétdSEptember 2008, it is reiterated f

Examination onwards will be conducted under Revised Syllabus 2008 only.

permitted in Foundation Examination under Revised Syllabus 2008.

(Kaushik Banerjee)
Additional Director-cum-Joint Secretar
& In-Charge of

DI

information of all concerned that Foundation Examination of the Institute from December, 2008 ferm of

Those who have completed coaching in Foundation under Syllabus 2002 and having validity will be

\_ Directorate of Studies L)
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Admission to Membership

THE INSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

Advancement To Fellowship
Date Of Advancement :
16th April 2009

M/10646

Shri Avinash Pundalik Rane,
MCOM, FICWA

Flat No. 103, ‘D’ Wing,
Neelganga Nagar, Shankarao
Naram Marg, Hanuman Lane,
Lower Parel (W),

Mumbai 400013

M/24000

Shri Saragadam Venkata
Ramana,

MCOM, MBA(FIN), FICWA
General Manager (F&A),
Visakha Dairy, Opp. BHPV,
Mathayyapalem,
Visakhapatnam 530012

M/15379

Shri Debasish Mitra,
BCOM, FICWA

Asstt. General Manager
(Finance), PSL Limited, 615,
Makwana Road, Marol,
Andheri (East),

Mumbai 400059

M/4118

Shri Sukhendu Purkait,
BSC(HONS), FICWA
26, Keyatala Lane,
Kolkata 700029

M/22865

Shri Pasur Srisailam Kesavan,
BSC(MATHS), FICWA
225/4, Natesan Fourth Cross
Street, Virugambakkam,
Chennai 600092

M/20726

Shri Sudhir Kumar Sharma,
BCOM, LLB, FICWA
181-D, Block B-10, Udaigiri
Second, Sector 34,

Noida 201307

M/23243

Shri Manoj Vadher,
BCOM, FICWA

P.O. Sinugra, TA- Anjar,
Kutch 370110

12, SUDDER STREET, KOLKATA - 700 016

BCOM, LLB, PHD, ACS,
FICWA

M/19962

Shri Gurmit Singh,
BCOM(HONS), FICWA
15/55, Subhash Nagar,
New Delhi 110027

1, Dr. R.N. Tagore Road,
Kolkata 700056

M/23896 M/6716
Shri Surendra Kumar Gupta, Shril. Savari Muthu,
BCOM(HONS), FICWA BSC, BPHIL, ACS, FICWA
Assistant Manager (Finance), S-7, 2nd Floor, Magnum
Subansiri Lower HE Project, chambers, St. Inez,
NHPC Ltd., Panaji 403001
Gerukamukh 787035

M/20034
M/14621 Shri Arindam Baneriee,
ShriN. R. Srinivasa Raghavan,BCOM, EICWA
PEREIMAARES BICWE 80, Ashoke Road (2nd Floor),
G-12, °A Block, Brigade Opp. Kendua Mahendranath

Komarla Residency, School, Kolkata 700084
Subramanyapura Main Road,

Chikkalasandra, Uttarahalli,
Bangalore 560061

M/23120

BCOM, ACA, FICWA

I\S/Ir/fi%;liﬁakuru DR rangaidh Finance Controller, National
BCOM, FICWA Training Institute LLC, P.O.

Box 267, P.C. 115,
Madinat Qaboos,
Sultanate Of Oman 0

Flat # C1, Plot # 15, Gomathy
Nagar Ram Nagar Extn.,
Velachery, Chennai 600042

M/12853 M/2.3463

Shri Sankaranarayanan ViR andurang
A nnAR Shenoy K.,

BCOM, FICWA PPN C A

4/46/15, K.T.C. Nagar, Opp.
Annai Primary School,
Tuticorin 628002

India Ltd., C-7, Ambad
Industrial Area,
Nashik 422002

M/23452
Shri Shambhu Nath Roy,
BCOM(HONS), FICWA

M/23920
Dr. Oscar Braganza E Melo,
MCOM, MSC, MS,

Flat 3B, EE 207, Sector-Il,
Salt Lake, Kolkata 700091 ~ PHD, FICWA

C/o. John De Melo,
M/10310 Angdicho Vaddo,
Shri Jeetendra Kumar, Guirim-Bardez 403507
MCOM, FICWA
Dy. Finance Manager, M/23193
Mahanadi Coalfields Ltd., Shri Umar Farooque,
HQ, S&M Deptt., MCOM, FICWA

Sr. Accounts Officer Power
Grid Corpn. of India Ltd.,
Dariyapur Kafen, NH-77
Patna Road,

Muzaffarpur 844127

P.O. Jagriti Vihar, Burla,
Sambalpur 768020

M/4843
Dr. Haradhan Sarkar,
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M/13497
Ms. Rinku Das Chowdhury,

“ Tagore Court “, Flat No. 8, 1/BCOM(HONS), FICWA

11/43B, Panditia Road,
Kolkata 700029

M/14907

Shri Premnath Murthy,

BSC, FICWA

541, Anugraha 17th A-2 Main,
6th Cross 6th Block
Koramangala, Bangalore 560095

M/18408

Shri M. Venkitaraman,
BCOM, FICWA

9/738 (2), C-25, RNP Lane,
Vellayambalam,
Thiruvananthapuram 695010

M/9714
Shri Sanjay Dhamija,

Shri Sathi Venkata Siva Reddy,Mcom, LLB, ACS, FICWA

B-2, Main Road, Majlis Park,
Adarsh Nagar, Delhi 110033

M/5631

Shri Jatinder Pal Singh,

BA, FICWA

Director (Technical) ICWAI,

3rd Floor, ICWAI Bhawan,

3, Institutional Area, Lodi Road,
New Delhi 110003

Manager - Accounts, Graphite M/23468

Shri Shankar Natarajan,
MSC, MS, MBA, FICWA

Flat 7D, Deepika Sakthi Flats,
5th Cross Street, Vijaya Nagar,
Velachery, Chennai 600042

M/7341

Shri Raj Kumar Gupta,
MCOM, FICWA

Flat No. 201, Plot No. 6, K.P.
Apartment, S.E. Rly. Society I,
Pratap Nagar,

Nagpur 440022

M/12001

Shri Madhukar Puttu Bhandari,
BCOM, FICWA

Flat # 101, Sultan Mohd.
Suwailem Bldg., DM No. 12,
323-306, Al Satwa Road,
Dubai, U.A.E.
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Admission to Membership

Admission To Associateship
Date of Admission:
16th April 2009

M/27649

Shri Ankesh Goyal,
BCOM, ACS, LLB, AICWA
Cl/o. B D Goyal & Co.,
CFS-19, Nehru Palace,
Tonk Road, Jaipur 302015

M/27650

Shri Sunil Kumar Agarwal,
BCOM, AICWA

53, Dayanand Colony,

In Front of Glass Factory,
Tonk Road, Jaipur

M/27651

Shri Sanjay Aggarwal,
BCOM(HONS), AICWA
I-201, Friends Apartment,
Plot No. 49, |.P. Extension,
Delhi 110092

M/27652

Shri Asa Kiran Avvaru,
BCOM, AICWA

D. No. 19-5-9, M. S. Palem,
Varma Street, Tenali, Dist-
Guntur, Tenali 522201

M/27653

Shri Manoj Kumar Arora,
BCOM, AICWA

6/13, Ashok Nagar,

Near Tilak Nagar,

New Delhi 110018

M/27654

Shri Vishvanath Agarwal,
BCOM(HONS), LLB,
AICWA

Plot No. 22A, BG-6,
Paschim Vihar,

New Delhi 110063

M/27655

Shri R.S. Karthick Babu,
AICWA

New No. 6, Old No. 10,
Dhandeeswaram Nagar, 7th
Main Road, Il Avenue,
Velachery, Chennai 600042

M/27656

Shri Chakravarthi Rajagopalan Jakkur Post,

Balaji,

500

MCA, MBA, AICWA

168 Sri Gowri Amman Nagar,
Karthikeyapuram Mottur,
Tiruttani, Thiruvallur 631211

M/27664
Shri Tarun Kumar Chadha,
BCOM, ACA, MBA, AICWA

Jhowtalla Road,

M/27657 Kolkata 700019

Shri Janmejay Dushyantkumar

Bhatt, M/27665

MCOM, AICWA Shri Dibakar Choudhury,
B-18/4, Shantivan Colony, BCOM, AICWA

(Adani Colony) Nana Kapaya Qrt. No. 129/18, Sailashree
Village, Mundra, Vihar, Chandrasekhar Pur,
Mundra-Kutch 370421 Bhubaneswar 758021

M/27658 M/27666

Shri Jaydeb Bandyopadhyay, Shri Ranajit Das,
BCOM(HONS), AICWA BCOM, AICWA

B.C. Roy Road Bye Lane,  32/1012, DDA Flats,
Noapara, Shyamnagar 743127%adangir, Delhi 110062

M/27659 M/27667
Shri Abhimanyu Behera, Shri Dave Dhiraj Zummarla,
BCOM(HONS), AICWA BCOM, AICWA

Clo. S.S. Sonthalia, Plot No.
395/4688, 172/4689,
Padmabati Vihar,
Bhubaneswar 751021

B-501, Krishna, Ashok
Chakravarty X Road, Opp.
Children Academy School,
Kandivali East,

Mumbai 400101

M/27660

Ms. Jharna Chakraborty, M/27668

BSC, AICWA ) Shri Ravi Kumar Dala,
Qtrs. No. D-1293, Panipat BCOM. AICWA

Refinery Township,

3 S/o. Niranjana Rao,
Panipat 132140

Prasadam Padu,

M/27661 Vijayawada 521108

Shri Achyutanand Choudhary,

BSC, AICWA hene
B-58, Professional Flats,
K.S. Link Road, P.O. Kadma,
Dist- Jamshedpur,
Jamshedpur 831005

Shri Sanjeev Kumar Garg,
BCOM, AICWA

6/159 Madhu Vihar Tota
Chowk, Bhuteshwar Mandir
Road, Saharanpur 247001

M/27662
Shri Thrinadh Cheruku, Bz 2ois
BCOM. AICWA Shri Jayanta Kumar Ghatak,

S/o. Sambasiva Rao, ChilukuruBCOM, AICWA
Post, Madhira Mandal Dist-
Khammam,

Chilukuru 507203

Sahi, VIP Road, Hospital
Square, Dist- Puri, Puri

M/27663 M/27671
Shri Cecil Vincent S, Shri Ashish Agarwal,
BCOM, AICWA BCOM(HONS), MBA,

AICWA
C-710, Lake Side CHS. Ltd.,

No. 156, 4th Cross, Sri
Venkateshwara Nagar,

Bangalore 560064 Powai, Mumbai 400072

C/o. Bhaskar Sahu, Tala Mali

Building No. 11, Raheja Vihar,

M/27672
Shri Gulam Goush,
BCOM, AICWA

9A, Panchsheel Appts, 41/1B Flat No. 204, 2nd Floor, 30/3

Brindaban Mullick Lane,
Kadamtala, Howrah 711101

M/27673

Shri Palas Ghosh,
MCOM, AICWA

44/3, Motilal Gupta Road,
Kolkata 700008

M/27674

Shri T V J Sunil Babu
Gollapalli, MCOM, AICWA
Flat No. 205, Canara Bank
Flats, Sahyadri Apartments,
Hosa Gudadahalli, Mysore
Road, Bangalore 560018

M/27675

Shri Debasish Ghosh,

BSC, AICWA

Flat No. B-102, Aishwariya
Apts., North Office Para, P.O.
Doranda, Ranchi 834002

M/27676

Shri Sajid Hussain,

BCOM, AICWA

Clo. Dr. Aftab Hussain House
No. 20, Satmile, Julukbari, Near
Rangamancha

Julukbari 781014

M/27677

Ms. R. Indumathi,

MCOM, AICWA

Plot No. 18, 4/2A, Sri Srinivasa
Nagar, Nochiyam Post,
Manachanallur-TK
Tiruchirapalli 621216

M/27678

Shri Arbind Kumar Jain,
BCOM(HONS), AICWA

Asit Apartments, 65/2, Green
Park, Block-A,

Kolkata 700055

M/27679

Shri Sudhip Kachapilly Joseph,
BCOM, LLB, AICWA

No. 201, Kemps Avenue,

Pai Layout,

Bangalore 560016
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M/27680

Shri Nikhil Kapoor,

AICWA

5/6, Site No. 2, Kidwai Nagar,
Kanpur 208011

M/27681

Shri Rupak Kumar,
BCOM(HONS), AICWA
E-11/538, Ganesh Nagar,
Pandav Nagar Complex,
New Delhi 110092

M/27682

Ms. Leena Vijay Painter,
MCOM, AICWA

D/13, Diwali Baug Flats,
Opp. Morar Nagar, Adajan
Patia, Rander Road,

Surat 395009

M/27683

Shri Susanta Mahanta,
BCOM, AICWA

H. No. 144, Prakash Mohalla,
East of Kailash,

New Delhi 110065

M/27684

Shri Raj Narayan Mishra,
BCOM, AICWA

Plot No. N/5-414,

IRC Village, Nayapalli,
Bhubaneswar 751015

M/27685

Ms. Chitti Venkata Naga
Lakshmi,

BCOM, AICWA

C/o. T.N.V.L.N. Kumar,
Laxmi Nilayam,

Door No. 26/3/1065-2,

B.V. Nagar, Nellore 524004

M/27686

Shri R. Nallasamy,
BCOM, AICWA
2/54 Eswar Park,
Thudiyalur Post,
Coimbatore 641034

M/27687

Shri Sanjib Kumar Nayak,
BCOM, AICWA

Plot-491, C/o. R. N. Dash,
Nuasahi, Nayapally,
Bhubaneswar 751012

M/27688

Shri Jayant Prasad,
MCOM, AICWA

Flat No. 1A, KUCO Apart-
ment, Bharti Compound,
Kusat, Doranda,

Ranchi 834002

M/27689

Ms. Sonika Prasad,
BCOM(HONS), AICWA

Flat No. 204, 2nd Floor,
30/3, Brindaban Mullick Lane,
Kadamtala, Howrah 711101

M/27690

Shri Nalini Mahadeo Pote,
BCOM, AICWA

301, Bhakti Apartment,

Kartik Complex, Rameshwadi,

Kulgaon, Badlapur (West)
Thane 421503

M/27691

Shri Rajendra Pathak,
BCOM(HONS), AICWA
164/9A, Prince Anwar Shah
Road Lake Gardens,
Kolkata 700045

M/27692

Shri Debabrata Roy,
BCOM(HONS), AICWA
“Samarpan” C/o. Dr. N. K.
Roy, Subhash Nagar,
Govindpur, P.O. Gadhra,
Jamshedpur 831004

M/27693

Shri Braja Mohan Rout,
BCOM, AICWA

Qrt. No. 2RA-31, Delta “C”
Colony, Unit-8,
Bhubaneswar 751012

M/27694

Shri Aravind Rajendran,
BCOM, AICWA

76, Medavakkam Main Road,
Navin Vigneshwar, B-Block,
G3, Madipakkam,

Chennai 600091

M/27695

Shri Suggula Chandra
Sekhara Rao,
MCOM, AICWA
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Door No. 48-383, G-2 Yasasri M/27703
Anuradha Residency, Ganesh Shri M. Shashi Kanth, MCOM,

Nagar, Nr. Janahita Hospital,
Chintal, Hyderabad 500054

M/27696

Shri Sanjib Kumar
Roychoudhury,

MCOM, AICWA

271/3 Rajdanga Main Road,
Kolkata 700107

M/27697

Shri V. Rajesh,

BCOM, MFM, AICWA

F6, Padmam Apartment,
12/121 Kothawal Chavadi St.,
Saidapet, Chennai 600015

M/27698

Shri Peduru Srinivasulu,
BA, AICWA

G-4, Vindhya Towers,
Nizampet Road, Kukatpally,
Hyderabad 500072

M/27699

Battu Vinay Kanth Raj,
MBA, LLB, AICWA

H. No. 6-4-414, New
Bholakpur,
Secunderabad 500080

M/27700

Ms. Sharda Ranganathan,
BCOM, AICWA

E-1/4, Amrita Apartments,
Rivers Meet Road, Sonari,
Jamshedpur 831011

M/27701

Shri Manjeet Singh,
BCOM, AICWA

Cl/o. Gokul Kumar Singh,
At/P.O. Badamata, Dist-
Kendrapada,

Badamata 754211

M/27702

Shri Sangram Singh,
MCOM, AICWA

C/o. Hemant Kumar Jena,

MBA, AICWA
1029/1, Sector-44-B,
Chandigarh

M/27704

Shri Sorabh Sethi,
BCOM, AICWA

9, Nav Manak Nagar,
P.O. Manak Nagar,
Lucknow 226011

M/27705

Shri Surinder Pal Singh,
BCOM, AICWA

H. No. 7784/5, Preet Nagar,
Tripuri Road,

Patiala 147001

M/27706

Shri Aditya Kumar Singh,
BCOM, AICWA

3B/902, Dreams Towers,
LBS Road, Bhandup West,
Mumbai 400078

M/27707
ShriVinay Shukla,
BSC, AICWA
D-608, Rail Vihar,
Sector-15, Part-ll,
Gurgaon 122001

M/27708

Shri Gundala Srinivas,
MCOM, AICWA

Plot No. 101/2,MCL Nagar,
Mallapur, Hyderabad 500076

M/27709

Shri Sushilkanth Swaminathan,
MCOM, AICWA

Flat No. 5, Venkateswara
Apartments, Chandragiri Colony
(East), Neredmet,
Secunderabad 500056

M/27710

ShriBablu Samanta,
BCOM(HONS), AICWA

138, Peary Mohan Roy Road,
Chetla, Kolkata 700027

Plot No. 499, Nuasahi, Friendgv/27711

Colony, Nayapali,
Bhubaneswar 751012

Shri Shankara Narayanan
Venkataraman,
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BCOM, AICWA

Old No. 13, New No. 27,
Subbulaxmi Nivaas,
Veeraswamy Street,
West Mambalam,
Chennai 600033

M/27712

Shri Thanga Prakash
Kanagaraj,

BSC, AICWA

New 21, Old 8,

Gopal Street, T. Nagar,
Chennai 600017

M/27713

Shri Ravi Kant Taltia,
BCOM, AICWA

Shankar Lal & Co. Sanjay
Chowk, Bhadra 335501

M/27714

Shri Vamsi Prasad Netha
Vuppala,

BCOM, AICWA
14-1-143, Tulasinagar,
Borabanda,

Hyderabad 500018

M/27715

Shri Ritobrata Chakravarty,
BCOM(HONS), AICWA
57, Santoshpur Avenue,
Kalyani Apartments, 3rd
Floor, Kolkata 700075

M/27716

Shri R. Devanand,

MCOM, AICWA

No. 3/87, Kasi Estate,
Ground Floor, Ashok Nagar,
Chennai 600083

M/27717

Shri Deepak Gupta,
BCOM(HONS), AICWA
D-20, Ground Floor, Sector-
40, Near Sai Mandir,

Noida 201301

M/27718

Shri Kamaldeep Goyal,
MCOM, AICWA

H. No. 1018, Street No. 10,
Guru Nanak Nagar, Near
Gurbax Colony,

Patiala 147001
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M/27719

Shri Sourabh Datta Gupta,
BCOM(HONS), AICWA
172 Rashbehari Avenue,
Flat-302, Kolkata 700029

M/27720
Shri Shiba Brota Halder,
BCOM(HONS), AICWA

M/27727

Shri Raj Kiran Prasad,
BCOM(HONS), AICWA
111, Dr. G. S. Bose Road,
Kolkata 700039

M/27728

M/27735

Shri Pushpak Pravinchandra
Talati, MCOM, AICWA

8 Amarapali Society, BH.
Amarapali Complex, Nr.
Muktanand Cross Road,
Water Tank Road, Karelibagh,

Shri Dharmendra Singh Rawat,Vadodara 390018

BCOM, AICWA

4 No. Lal Bangla, Qtr. No. 1B, A-9/136, Indian Airlines

P.O. Bermo, Dist- Bokaro
Bokaro 829104

M/27721

Shri Shahbaz Haider,
BCOM(HONS), AICWA
10A Anjuman Road,
Kolkata 700014

M/27722
Shri Parveen Jain,
MCOM, MPHIL, AICWA

New Ram Nagar, Street No. 2,

Near P W D Rest House,
Nabha 147201

M/27723

Shri Sony Joseph,
BCOM, AICWA

Meglobal International FZE
5WB, 6th Floor, Dubai
Airport Free-Zone, Dubai,
U A E.-293615, Dubai

M/27724

Shri Sahuji Pankaj Jasraj,
BCOM, AICWA

C-3, Plot No. 81, Town

Colony, Vasant Vihar,
New Delhi 110057

M/27729

Shri Gopal Krushna Sabat,
BCOM(HONS), AICWA
Asst. Manager (F & A) India
Security Pren, Nasik Road,
Nasik 422101

M/27730

Shri Vinod Bhikaji Shahare,
AICWA

65, Shriganesh, Vinay Nagar,
Wadala-pathardi Road, Nr.
Mahadeo Temple,

Nashik 422006

M/27731

Shri Chitrasen Sahukar,
BCOM(HONS), AICWA
Plot No. 3702, Prachi Vihar,
Polasuni, Rasulgarh,
Bhubaneswar 751010

M/27732

Shri Amarjeet Singh,
BCOM(HONS), AICWA
Room No. 203, H-3, Civil
Town Ship,

Centre, CIDCO., Behind Famergrkela 769004

Tapadia Cinema,
Aurangabad 431003

M/27725

Shri Devraj Maji,
BCOM(HONS), AICWA
3A/10 WEA (3rd Floor),
Karol Bagh,

New Delhi 110005

M/27726

M/27733

Ms. Sathya Sekar,
BCOM, MCA, AICWA
MIG-341, 5th Cross Street,
3rd Main Road, Mugappair
ERI Scheme, Mugappair,
Chennai 600037

M/27734
Shri Shashi Prakash Singh,

Shri Jitendra Vajesang Purohit, MCOM, AICWA

BCOM, AICWA

Ruturaj Complex, Vasawa
Road, Vadodara 390007

M/27736

Shri C.S. Vemanna,
BCOM, MBA, AICWA
No. 14, 2nd Cross Street,
Bharathi Nagar, Kolathur,
Chennai 600099

M/27737

Ms. Somali Roy,
BCOM(HONS), AICWA

32/1 Banerjee Para Road,
P.O. Parnasree Pally, Behala,
Kolkata 700060

M/27738

Shri Sanjay Kumar Mahto,
MCOM, AICWA

Clo. Prem Kr. Keshri,
Makchund toli, Lower Chutia,
Ranchi 834001

M/27739

Shri Subrat Bhadani,
BCOM, AICWA

F.N. & Gouri Tower, Flat No.
408, Udhaw Baboo Street,
Tharpakhna, Ranchi 834001

M/27740

Ms. B. Priyadharsini,

BSC, MCA, MBA, AICWA
Flat-F, 2nd Floor, Old No. 29,

New No. 40, Chakrapani Street,

West Mambalam,
Chennai 600033

M/27741
Shri Bipin Kumar Pandey,
BCOM, AICWA

C/o. R. S. Pandey F-16, Sarabha

Nagar, Ludhiana 141001

M/27742
Shri Madan Mohan Pandey,

Cl/o. Chhedi Singh, Vill- Adarsh MA, AICWA
A/3, Samruddhi Society, Opp. Nagar, (Pandey Colony), P.O. 128/lll, Sector-3, BHEL-

Bara Bahera, Dt. Hooghly,
Bara Bahera 712246
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M/27743

Shri Shah Sandip
Bipinchandra,

MCOM, AICWA

6, Suchi Appartments, Nr.
Ambaji Temple, Maninagar,
Ahmedabad 380008

M/27744

Shri Huzefa Motiwala,
BCOM, AICWA

Flat # 302, Belghuzooz
Building, B/h. Mashrer Bank,
AL Khaleej St., Frij Murar,
Dubai, UAE, Dubai

M/27745

Ms. Dolly Francis
Panokkaran,

BCOM, AICWA

H. No. 35/2283, Thushara,
Church Road, Palarivattom,
Cochin 682025

M/27746

Ms. Anita Bhagat,

MCOM, AICWA

Clo. Late Nandlal Bhagat
Vill- Hehal Tangra Toly. P.O.
Hehal, P.S. Sukhdeo Nagar,
Ranchi 835001

M/27747

Shri Pawan Kumar Gaur,
BCOM(HONS), AICWA
H. No. 55, Basant Nagar,
P.O. Vasant Vihar,

New Delhi 110057

M/27748

Ms. K. Padmasini,
BCOM, AICWA

Flat No. 405, Yogeshwara

108/15 Diamond Flat,
Annanagar West,
Chennai 600101

M/27751
Shri Sree Rama Murthy
Kancharla, BCOM, AICWA

Thycaud,
Trivandrum 695014

M/27759

Shri Ankur Bansal,
BCOM, AICWA

1, Ram Krishna Cly, Near

# 23, Sri Krishna Nagar COlOﬂyDaﬁganj Rly. Cross, Sitapur

Near Picket Busstop, Picket,
Secunderabad 500009

M/27752

Shri Sushanta Mohapatra,
BCOM, AICWA

B-163, Koelnagar, Rourkela-
14, Dist- Sundargarh,
Rourkela 769014

M/27753

Shri Vinod

C.P., BCOM, AICWA
Indeevaram, Kulanjiyil,
Elamadu - P.O., Ayoor,
Kottarakara, Dist- Kollam
Elamadu 691539

M/27754

Shri Arnab Chakraborty,
BCOM(HONS), ACA,
AICWA

A-1-A, 47B, Janakpuri,
New Delhi 110058

M/27755

Ms. Vinita Baraya,

AICWA

A-131, Vidyut Nagar, Ajmer
Road, Jaipur 302021

M/27756

Shri Vishal Ashok Shah,
BCOM, AICWA

B/206, Meera Apt., Shanker

Apartments, Banashankari 3rd_ane, Kandivali West,

Stage, Hoskarahalli 560085

M/27749

Mumbai 400067

M/27757

Ms. Harsha Arvind Sershiya, Ms. D. Deepa,

BCOM, AICWA

AICWA

Flat No. 302, Bharat Heritage, 2, Venkatachalapathy Street,

Off Karve Road, Nr. Abwrav

Rajakilpaukam,

Vidyalay School, Poud Phata, Chennai 600073

Kothrud, Pune 411038

M/27750

M/27758
Ms. Lakshmi V.,

Shri S. Venkatasubramanian, MCOM, MBA, AICWA

BCOM, AICWA

TC 23/1039, Thamaravelil,
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Road, Daliganj,
Lucknow 226020

M/27760

Shri Krishnamurthy
Ravishankar,

BCOM, AICWA

9302, Polo Block, Prestige
Monte Carlo, Yelahanka,
Bangalore 560064

M/27761

Shri S. Raja Reddy,
BCOM, AICWA

WIPRO Ltd., 226C/D, M.S.
Rao Road, APIIC, IDA,
Thumakunta,

Hindupur 515211

M/27762

Shri Hardik Narendrabhai
Trivedi,

BCOM, AICWA

A2/13, Saibaba Appt., Near

Jayanagar Society, R.V. Desai

Road, Vadodara 390001

M/27763
Ms. Ruchi Saluja,
BCOM(HONS), AICWA

Y-311, Agrasen Awas, 66, | P

Extension, Patparganj,
New Delhi 110092

M/27764
Shri Karthik Aravind C.,
BCOM, AICWA

M/27766

Ms. Rajamani Rajkumar,
BCOM, AICWA

No. 142, Mettu Street, Al,
Vasanth Apartments,
Ayanavaram,

Chennai 600023

M/27767

Ms. Rashmi Saraf,

BCOM, AICWA

Abhinav Apartments, lind Floor,
181/38, Dakhindhari Road,
Lake Town,

Kolkata 700048

M/27768

Shri Deepak Kumar,
MCOM, MBA, AICWA

H. No. 245/4, Marla Model
Town, Gurgaon 122001

M/27769

Shri K. V. Sridhar,

BCOM, AICWA

Clo. K. V. Ramamurthy Flat No.
E-201, Mahavir Sadhana, Plot
No. 184, Sector-14, Sanpada,
Navi Mumbai 400705

M/27770

Shri Umeshwar Prasad,
BCOM(HONS), AICWA
F-73, Ground Floor, Sector-3,
Vaishali, Ghaziabad 201010

M/27771

Shri Buddhadev
Mukhopadhyay,
BCOM(HONS), AICWA

4/4, Vivek Nagar, 1st Floor,
Santoshpur, Kolkata 700075

M/27772
Shri Bijaya Kumar Prusty,

No. 5C, 2nd Bharathiyar StreeAICWA,

(South), Sri Hari Hara Nivas,
Pavalanthangal,
Chennai 600114

M/27765

Shri Nikhil Kumar Jaiswal,
MCOM, AICWA

20, Gyanendranagar,
Allahadadpur,

Gorakhpur 273001

C/o. Chintamani Senapati At/
P.O. Bharatpur Plot No. 860,
P.S. Khandagiri, Dist- Khurda
Bhubaneswar 751003

M/27773

Ms. Anuradha Nayak,
BCOM, AICWA

Qrt. No. C-1-6, A.G. Colony,
Unit-4, Bhubaneswar 751001
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M/27774 BCOM, AICWA M/27783 Main, B T M Layout, 1st Stage,
Shri Maddi Siva Kumar, H. No. 1-8-725/B, Flat No. Shri Subhransu Sekhar Bangalore 560068
BCOM, AICWA 301, Icon Residency, Mohanty, M/27788
H. No. 197, C/o. N.L. Sajji, Nallakunta, BCOM, AICWA Shri Shahin Akhtar,
Njattumkalayil, Shanthi Hyderabad 500044 At- Mallapur, P.O. Kotian, =~ BCOM(HONS), AICWA
Nagar, Alwaye 522201 Via- Kaduapada, Dist- J-42/1, Fateh Pur Village Road,
M/27779 Jagatsinghpur, Kotian 754106Garden Reach,
M/27775 Shri Srinivasulu Thota, Kolkata 700024
Shri Krishna Mohan MCOM, AICWA M/27784
Bojanapalli, H. No. 41/2, 2nd Floor, Appu Shri Sarbajit Ray, M/27789
BCOM, A|C;WA i Rao Road, Chamarajpet, BCOM, AICWA Shri Bhaskar JyOti Sharma,
F-1_02, Srlnlvasg Residency, Bangalore 27, A & C Amherst Street, BCQM, CMA, AICWA
Adj. Lane to Axis Bank, Kolkata 700009 Baligaon, Rajahowli, P.O.
Taranaka, M/27780 Korokatoli,
Secunderabad 500017 S S A M/27785 Jorhat 785015
Nagasubramanian, Shri Prashant Madhav Bendre,
VO BCOM, AICWA BCOM, AICWA MECAROAY
PIrgEgaaheroudany 7/1238, F-B-Colony, A-1/9, Doodhsagar CH S Ltd.,Shrl Shyio, Sidpy
Dandamudi, - . BCOM(HONS), AICWA
Nagamalai Pudukottai, CIBA Road, Goregaon (East),
BCOM, AICWA Madurai 625019 Mumbai 400065 41/1 Jan Md. Ghat Road,
Plot No. 232, H. No. 16-3- Naihati 743165
173/1, Vasanth Nagar, Kukat
Pally, Hyderabad 500073  M/27781 MRS : M/27791
Shri Vipin Kedia, Shri Chandan Singh, Shri Ranjit Kumar Low, BCOM,
M/27777 B_C_OM: AICWA . MCOM, AICWA AICWA
Shri Phani Kumar Gubbala, Binjusria Bh_awan, Karundia “Budha Bapa”, Plot No. 1162, 14/8, Ashok Avenue, A-Zone,
BCOM, AICWA Road, Jhunjhunu 233001 Lane-Il, Aerodrome Area, Durgapur 713204
H. No. 6-643, Ramapuram Bhubaneswar 751020
Camp, Charlagudipadu Post, M/27782 M/27792
Guntur-MD., Guntur-Dist,  Ms. Prachi Ashok Nadkar, ~ M/27787 Shri S. Abdul Khaleem,
Charlagudipadu 522415 MCOM, AICWA Shri Shivarajapura MCOM, AICWA
C/o. Ashok V Nadkar, C-7, Ramachandra Rao Shekar, D. No. 19-300, Red Cross
M/27778 Nishigandha Apptt., Upnagar, BCOM, AICWA Street, Mittoor, Chittoor,
Shri Devendu Paul, Off takli Road, Nashik No. 156, 3rd Cross, 20th Mittoor 517001

4 B

Corrigendum

In the May issue of The Management Accountfnt,
we had missed mentioning the details of pur
esteemed author Shri K.R.Bharagava, who |has
written the very illuminating article on the ‘Banygn
Tree: The Management Guru’. Shri Bharagavp is
Chief Commissioner of Customs, Mumbai - Zqne

= -1l, Jawaharlal Nehru Custom House, Nhava S¢va,
—— | Raigad. The error is sincerely regretted.

J
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Regions & Chapters

m REGION J to the Cost and ManagementAnalysis with Case Study” at its

(_  DURGAPURCHAPTER )

Accountants of the country to dedicatgpremises. Shri. Ashish Joshi, B.E in
their knowledge for making India a Mech Engg (Pune Universit® M.S.

Regional Cost Conference-2009 of strongest economic power in the worldn Industrial Engg from Ohio state

EIRC of ICWAI as enunciated by Swami Vivekanada.

Organized byDurgapur Chapter of
Cost Accountants (DCCA)

The Themelnnovation for Accelerated
Growth

Date: 7' & 8" March 2009 i)
The Regional Cost Conference was
inaugurated by Mr. Amarjit Vij,
Executive Director, Alloy Steel Plant,
Durgapur. Sri D.C.Agrawal, Vice-

by the four technical sessions:

i) Global Down turar—Its impact on
Indian Economy

Effect of global downturn on Core
Industries in India—remedial
measures Hi)
Management and Driving through
Recession-Bankerjgerspective

Chairman of the Chapter & GeneralV) Role of Cost and Management,,

Manager (Finance) of Alloy Steel Plant, Accountant in Indirect Tax under
Durgapur delivered welcome address. the Global meltdown

Sri D. Saha, Chairman of EIRC of ICWAI, IRV =gy ==\ REGION |
narrated various activities of EIRC. Sri

Shyamal Bhattacharya, Secretary of th@ALYANAMBERNATH CHAPTERD
Chapter briefed on the various activities  kalyan Ambernath Chapter

Enterprise Risk

University-usa, conducted the

The inaugural session was followedProgramme.

Mr. Harshad Deshpande, Managing
Committee member, PCCA, introduced
the speaker to the gathering. Mr.
Pramod Dube, Chairman P.O.Committee
of PCCA, felicitated the speaker by
offering him a bouquet. Shri. Dhananjay
Joshi, Past President of the Institute was
also present.

Mr. Ashish Joshi explained the term
ot Cause Analysis and its
significance in the present state of
economy. He explained the concept.
Root Cause Analysis is a structured and
orderly approach for discovering the
systemic sources of operations,
problems and their solutions. He

of Durgapur Chapter. Sri Kunal Banerjeeconducted its monthly study circle pointed out that RCA forms

President of ICWAI, expressed hismeeting on March, 2009 at 6.30 p.m.
happiness and congratulated thg\uaA Gaurav Deolalkar. Assistant

Chapter for holding such eventful andyianager with B & K Securities P. Ltd.
colorful Conference. He mentioned thaigpoke orfvaluation of Business”. Mr.

the present global slow down gives noR p, chhatpar, Executive Secretary of

only challenge to Cost Accountants buchapter proposed vote of thanks.

opportunities as well as increaseqDrize bikeBuB Euncion
efficiency. In this context he advised the

members to think and act innovatively Chapter _
to show excellence through propelDlstrlbutlon Function on 2'8March3_
implementation of their innovation to 2009 at 6.30 p.m. CMA D.M.Bathija

the Corporate World. He praised thevelcomed the Guests. In his welcom,e.
Chapter for selecting a logo for thedddress, he said that Chapter’s

conference keeping in mind the missiorf\dmissions and Results have gone up

substantially. There were 90 Prize Lad
wsed for Any Type of Organization and

for any type of system thus having an

and vision of ICWAI (i2i which stands ;
for Ideate-Initiate-Implement)He also  Winning Students, and Hall of Chapte

placed before the audience about th&as packed to the capacity.
Institute, its development and present CMA Ashok B. Nawal, Chairman of

role in the Indian and Global Economy.W.I.R.C. was Chief Guest. He gave awa

In his Keynote address, SwamiPrizes to the meritorious students.

Balabhadrananda Maharajah, Head of cMA G. B. Shamnani handled the

Ramakrishna Mission, Asansolprize Distribution Session.

organized a Prize

the basis of: Continuous
Improvement Process (CIP) as a part
of Kaizen implementation (Kai =
Change, Zen = Good)

Identifying areas of inadequate
business process,

Management decision process
involving: Efficiency Safety Quality
and cost-effectiveness  of
operations

Allocation and Investment of
business resources

He felt that this technique can be

universal application.

He highlighted th&teps in a typical
CA and illustrated with two case

studies in practical life.

The programme was attended by

our members, students and the

mesmerized the audience with his

scholarly speech supported by strong PUNE CHAPTER ) faculties. There was a positive feedback
data and various internationalContinuous Education Programme about the programme from the audience.
references on the genesis of Indian Pune Chapter of Cost Accountants Mr. Neeraj Joshi, Managing
Economic Development starting fromorganized a C.E.P. on 28-3-2009 orf-ommittee Member -PCCA, proposed
300BC to till date. He gave a clarion Ca"“FundamentaI Technique of Root Causé vote of thanks.
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One Day Lecture -programme For ShriK. K. Was Secretary University Patiala was the Guest of
Students Shri Virendra Surana Treasurer honour for the inauguration programme.
Onlindirect Taxes ( _LUCKNOW CHAPTER ) The Valedictory Session of this

= o Modular Training Programme was
Pune Chapter of Cost Accountants|igipility Tests from 25th, 26th 27th orgarL:ized s Il(I)tr?Marc% 2009, S\: S

organized for its Intermediate and Final ., y 2gth March 09 b i
Students one full day lecture programme =~ . K. Bhardwaj Principal, M. M. Modi
on 19" April 2009. Eligibility Tests for Foundation, College Patiala were the guests of

Intermediate and Final students ohonour. Sh. Jasvir Singh Jt. Secy./Patiala
O’LCCA were held from 25th, 26th, 27thChapter, Sh. Jaswinder Singh, Smt.
bnd 28th March 09 at ICWAI BhawanHarkirtan Kaur and Sh. Kamaldeep
a%omti Nagar and KKC, Charbagh studyGoyal etc. & some other Members were
%Lentre. also present in the session.

Mr. V.S Datey, our senior member
Chairman of Nasik Chapter and auth
of many books on Indirect Taxes, w.
the speaker in the morning session

the day. Mr. N.K. Nimkar Chairman % L )
PCCA introduced the speaker to the Before ETs, students were briefed Dr. S. K. Bhardwaj Chief Guest

gathering. Mr. Pramod Dube, Chairmarbout requirements under New Syllabugraised the chapter for providing such
P. D. Committee -PCCA, felicitated him 2008 for completing Eligibility to appear type of facility to the students to
by offering a bouquet. in the main examinations. become a good professional. At the end

- : : of the programme Sh. V. K. Goel
Shri. Datey explained the variousGroup  Discussion, Business prod

r ! - ' Chairman/Patiala Chapter gave a formal
basic concepts under excise such gommunication Seminar and Power | " s ihooie

excisable goods, manufacturePointPresentations by Students
Classification, Valuation, related person, Three full day programme for SOUTHERN REGION |
cenvat etc. in a very lucid style byconducting Group Discussion an

Xl e 1 BANGALORE CHAPTER
giving practical illustrations. Business Communication Seminar :SSC B

J 3 ) Professional Development MeetA
The afternoon session waspart of their course for IntermedlateProfessional Development Meet was

conducted by Shri Ashok B. Naval, ourstudents of LCCA and Postal students .4 on 36 March 2009. Shri Mahesh
senior member, Practicing Costwere organized on 29th March, 30th\agarajaiah, Manager 'M/s Accenture
Accountant and Chairman -WIRC-March and 7th April 09 at Gomti nagarseryices Pvt. Ltd., spoke on LEAN
ICWAI. Mr. N.K. Nimkar Chairman, and KKC study centre. Allintermediatt ACCOUNTING. The members
PCCA introduced the speaker to thestudents of LCCA participated in theinteracted with the speaker at the end
gathering. Shri. Amit Apte, Secretary 85yrogramme. The topic of the Groupof the lecture to clarify their doubts.
Treasurer-WIRC-ICWAI,fel|C|tated Shri giscussion was “Cost Control/Cost Gl Canehing. Ol assdatihe Bral
Naval by offering him a bouquet. reduction is the best strategy tocoaching Classes of April 2009
Shri Ashok B. Naval covered thewithstand in recession” and “Global Semester was inaugurated o2l
topics under Service Tax and Customgecession will be over with in two years™.2009 by Shri Murali Venkatesan,
Laws. He explained the various termn this occasion a presentatiomssociate Vice President, M/s Global
under Service Tax and Customs irgovering causes and effects of presemt-Business Operations Pvt. Ltd.,
minute detail for the benefit of the recession, present economic conditiongdewlett Packard. The Chief Guest
students. the measures taken by Govt. to revivadvised the students to put their efforts
The students attended the wholéhe economic growth and otherto come out successfully as Cost and
day programme in large number and thpossible ways and means to overcomianagement Accountants. He also
feedback from them was very positiverecession was made by Shri OP Saxeng@id that the New Syllabus is very vital

. : Secretary LCCA. in the present scenario to meet the
R S R R ARV E & L challenges. Earlier, Shri Y.H. Anegundi,

R R R C PATIALA CHAPTER _ D Chairman of the Chapter, welcomed the

NORTHERN REGION | Modular Training Programme for Final Chief Guest and the students. Shri M.R.
Year Students Krishna Murthy, Vice Chairman and

( JODHPUR CHAPTER ) Patiala Chapter organised aChairman-Coaching, gave a brief report
New Maraing Gemimifice condensed Modular Training ©" the coaching activities. On this

pccasion, the Endowment Prizes were

radtaiNinesoisl.ogta eXiOL: Y2 f/Ea warded to students who have scored

Students w.e.f. 21.02.2009 to 10.03.09.. . ; 3 b
= -“highest marks in various subjects in
f)r. S. K. Bhardwaj Principal M. M. Modli December 2008 Institute Examinations.

g College Patiala inaugurated the training-
: : he programme ended with a vote of
N N N on 21st Feb, 2009. Dr. J. S. PasriCthhanlfs b?/ Shri A.V. Jayarama, Treasurer

Shri S. N. Pareek ige-Chairman  Head of Deptt. of Commerce Punjabiyf the Chapten

The new Managing Committee of
the Chapter for the year 2009-10 is a

506 the management accountant, June, 2009



