PRESIDENT
G. N. Venkataraman
email : president@icwai.org
VICE PRESIDENT
B. M. Sharma
email : vicepresident@icwai.org
CENTRAL COUNCIL MEMBERS

A. N. Raman, A. SDurga Prasad,
Ashwin G. Dalwadi, Balwinder Singh,
Chandra Wadhwa, Hari Krishan Goel,
Kunal Banerjee, M. Gopalakrishnan,

Dr. Sanjiban Bandyopadhyaya,
S. R. Bhargave, Somnath Mukherjee,

GOVERNMENT NOMINEES
Jaikant Singh, P. K. Sharma, R. Kain,
S. C. Vasudeva, T. Rangan
CHIEF EXECUTIVE OFFICER

Sudhir Galande

ceo@icwai.org

Senior Director (Examinations)

Chandana Bose

exam.cb@icwai.org

Senior Director
(Administration & Finance)

R N Pal
fna.rnpal@icwai.org
Director (Technical)

J. P. Singh
technical.jps@icwai.org
Director (Studies)

Arnab Chakraborty
studies.arnab@icwai.org

Director (CAT)

L. Gurumurthy
cat.gurumurthy@icwai.org
Additional Director (CEP)

D. Chandru
cep.chandru@icwai.org
Additional Director (Membership) cum
Joint Secretary
Kaushik Banerjee
membership.kb@icwai.org
Additional Director (International Affairs)
S. C. Gupta
admin.gupta@icwai.org

EDITOR

Sudhir Galande

Editorial Office & Headquarters
12, Sudder Street, Kolkata-700 016
Phone : (033) 2252-1031/34/35,
Fax : (033) 2252-1602/1492

Website : www.icwai.org
Delhi Office
ICWAI Bhawan
3, Institutional Area, Lodi Road
New Delhi-110003
Phone : (011) 24622156, 24618645,

Fax: (011) 24622156, 24631532,

24618645

The

Management
Accountant

* Official Organ of The Institute of Cost and Works Accountants of India
established in year 1944 (Founder member of IFAC, SAFA and CAPA)

Suresh Chandra Mohanty, V. C. Kotharij|

Volume 44 No. 11 November 2009

Editorial 853 New concepts in Finance
President's Communique 854  Profitability Scoring Multiplier Model:
Visit by Secretary, MCA g56 A New Dimension to Profitability

- " Analysis
Essay Competition Notice 857 0 o SRR R 893
Cover Features -

E Examination Programme 886
Goods and Service Tax (GST) through
Frequently Asked Questions 897
by Timir Baran Chatterje 858 Legal Updates 911
Direct Tax Code—2009-A Relief? Regions & Chapters 927
by Dr. Sunil Kumar Jana 861
Audit & Inspection under VAT Act
by Dr. Jayakumar &
Vel A e IDEALS
Transfer Pricing: An overview THE INSTITUTE STANDS FOR
by Dr. N. S. Pandey 869 | O to develop the Cost and Managge-

Accounting Issues

IAS 23: Borrowing Costs—A Closer
Look

by K. S. Muthupandian 873

Recent Developments in Finance

ment Accountancy professiaa to
develop the body of members and
properly equip them for function
Uto ensure sound professiongl
ethics to keep abreast of ne
developments.

Barcode—A Tool for Cost Accountants
by Ashok Agarwal

Accounting for Intangible Assets in
the light of IAS 38

by Arindam Banerjee

Telecom Revenue Assurance—Ar
Introduction

New Dimensions of Carbon Trading—
A Boon for Global Warming and
Climate Change

by Dr. B. K. Mohanty 888

The views expressed y
contributors or reviewers in thi
Journal do not necessarily reflect the
opinion of The Institute of Cost and
Works Accountants of India nor can
the Institute by any way be held
responsible for them. The contents
of this journal are the copyright of
The Institute of Cost and Works
Accountants of India, whos
permission is necessary for
reproduction in whole or in part.

the management accountant, November, 2009

851



TheManragementAceountant V= S\
Technical Data MISSION STATEMENT
E::gﬂ:gg gﬁ;g’}y “ICWAI Professionals would ethically drive
. enterprises globally by creating value to
Overall size - 26.5 cm. x 19.5 cm. j7 Y
Printed Area - 24 cm. x 17 cm. stakeholders in the socio-economic context
Screens - up to 130 :
i through competencies drawn from the
Subscription f ¢
integration of strategy, management and
b
Rs. 300/- (Inland) p.a. I
Single Copy : Rs. 30/- accounting.
S 4
Overseas P N\
N 7z N
USS150for Aimail VISION STATEMENT
US $ 100 for Surface Mail
Concessional Subscription Rates for
Registered Students & Grad CWAs of the “ICWAI would be the pfefei’TeC[ source Of
Rs'”sl“;;;ep . resources and professionals for the financial
Single Copy : Rs. 15/- (for ICWAI [eadérsﬁip Qf enteqm'ses g[06a[[y ¢
Students & Grad CWAS) AN 7
Subscription rate and price of G N
The Management Accountant DISCLAIMER
(Student Edition)
Annual Subscriptionrate  : Rs. 50 The views expressed by the authors [are
Price of Single copy : Rs.5

personal and do not necessarily repregent
the views and should not be attributed||to

Advertisement Rates for

The Management Accountant ICWA.
Rs. (US$)
Back Cover (colour only) 30,000 2,000 Ref. Exam/264/8/2009 August 17, 20}. 0
Inside Cover (colour only) 25,000 1,500
Ordy. Full page (B/W only) 12,000 1,200 NOTIFICA TION

Ordy. Half page (B/W only) 9,000 1,000
Ordy. Qrtr. page (B/W only) 5000 500/ | Il The Examination Committee of the Council of ICWA E

—t

Advertisement Rates for its 264" meeting decided to fix the new examination ddtes
Student Edition as follows:
Bullpage - Ny December Term 10 to 17 December
Back Page Rs. 8,000
(Always Half Page only) June Term 11 to 18 June
Inside Half Page Rs.  5000| | Il Accordingly, The December 2009 examination of ICWAI
Inside Quarter Page Rs. 3000 | |l will be conducted from 10 to 17 December 2009.

The Institute reserves the right to refuse anyl
matter of advertisement detrimental to the|| C Bose
interest of the Institute. The decision of thelll Sr. Director - Examinations
Editor in this regard will be final.

N 4

852 the management accountant, November, 2009




L Edlitorial

Taxing Times

The giant stimulus packages by governments of athyriad exemptions and provide for MODVAT credit
nations to mitigate the pain of the global economion all inputs.

crisis have burnt a deep hole in their pocketsthe other milestone in the indirect tax reform process
Predictably, Treasuries are looking for ways tohas the attempt to introduce a unified and unifofm
augment their revenues to fill in this fiscal deficit andGoods and Services Tax (GST) in the country. The
raising taxes are the easiest route available. Theurney from MODVAT to VAT culminating in GST
Encyclopedia Britannica defines taxation as "that padims to remove the cascading effect of tax on tafed
of the revenues of a state which is obtained by thigems, increase the tax base, improve tax
compulsory dues and charges upon its subjectsadministration, improve the competitiveness of txe
Interestingly the word taxation has its origin in theeconomy in the world arena and provide a boost|to
meaning forcible extraction and perhaps is derivedrowth. However, the implementation of the GST |s
from the earliest use to impose taxes by pirates arghtangled in all sorts of issues regarding modificatipn
plunderers to fund their conquests. Today taxes awf the relevant statutes (since GST infringes on I—ue
seen a legitimate and a quid pro quo claim byederal character of the Constitution), revende
governments to provide for good governance for itsompensation to states (particularly states which @re
citizens. producer intensive) and preparation of adequate
However, while the state tries to increase tax rate dpfrastructure required for the shift.
increase tax coverage to mop up greater tax revenueecently, the government has released the diaft
higher than optimal tax rates encourages evasion, leagoposals called the Direct Tax Code to recast the
to inter-sectoral misallocation of resources, stifleslirect tax structure in light of changed domestic apd
growth and generates inefficiency. A good tax systeraxternal environments. The new code attempts to put
should be adequate, broad based, simple to administén end to the uncertainty of the tax regime associgted
convenient enough to facilitate voluntary complianceWwith every annual Budget, thus paving the way for a
efficient in terms of minimizing tax collection costs, long-term taxation plan and introducing simplicity i
equitable (both horizontally and vertically) to imposethe entire system.

uniform tax burden on all entities/ individuals, neutraMhile the above attempts have been progressjve
and should provide for minimal distortionary measures to implement an ideal tax structure in the
exemptions. country, a lot more needs to be done in this area.|As
Taxation in India has always had a bumpy ride. Till théndia becomes a part of the global village, transfer
1990s, when the constraints on economic growth wellicing issues, tax treaties both for the benefit of the
unshackled, Indian economy was always characteris@fvernments and migrant workers alike, and
by high and distortionary levels of taxes withmechanisms for expeditious resolution of cross bordler
multiplicity of exemptions- both direct and indirect. tax transactions are the need of the hour. Itis imperafive
However, while this merely bred galloping inflation, t0 devise a tax system, which makes India an efficignt
tax evasion, inefficiency and uncompetitiveness of th@nd low cost economic hub in the world; and at the
Indian economy and growth inequity; it hardly servecf@me time garners enough resources to meet jour
to contribute to the fiscal health of the country. Sinc®ressing social requirements of mitigating poverty and
the LPG reforms in 1990, there were two majofMproving the standard of living of the people.
attempts to rationalise and restructure the tax structuréhe November issue of Management Accountgnt
One were the recommendations by the Chelliabhontains informative articles on issues relating fo
Committee to increase the coverage of taxation to diéxation, which it is hoped will prove beneficial fof
manufactured commodities, reduce the tax rates, emdir readers.

=
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My dear professional friends,

While we were exchanging Diwali greetings and the nation was about to ce[™
the festival, an unprecedented havoc has caused lot of damage both fo
beings and all other living beings through floods in many areas of the coun
in particular in Andhra Pradesh and Karnataka. It has left the nation thi
about reconstruction work. On behalf of the Cost Accounting fraternity, | h
convey our condolence to all the bereaved families. In this connection, |
Chief Minister of Karnataka and offered our support in re-building activitie

| have pleasure in informing you that on 24th October 2009, our Secretary-
Shri R. Bandyopadhyay Ji visited the Head Quarters at Kolkata. On the annals of ICWAI history/this is
the privilege given to ICWAI for the first time. | am happy to say that he addressed the available members,
lead by our Vice President, and after our presentation, the Secretary took keen interest in suggesting to
the Council regarding the matters that has to be addressed immediately in an urgent manner. He was kind
enough to suggest that we should hold various programmes all over the country along with MCA in
educating the members and other public at large, taking the subjects like LLP Bill, etc. We are grateful
to our Hon'ble Secretary, Shri R. Bandyopadhyay Ji for having evinced interest in the activities of our
profession and we look forward for his continued guidance to drive our profession to its deserving place.

The current month was full of activities for the profession of Cost and Management Accountants, as we
met the Chairman and members of Central Board of Direct Taxes (CBDT) and Chairman of Central
Board of Excise and Customs and conveyed our anxiety that our skills are not being properly utilised by
the Government. A report has been given to SEBI to use our Cost Audit as an early warning signal and
as a tool of Enterprise Governance for meaningful quarterly reporting to the investors, stake holders and
share holders of all listed companies.

The members of the Council have also submitted ICWA's comments to the Chairman, Standing Committee
of Parliament in respect of Company Law Bill 2009. Shortly, we are giving a presentation to the Chairman
and members of the Standing Committee to urge revision of certain clauses and inclusion of Cost
Accountants in some sections of Company Law Bill 2009.

Of late, several communications are being received by me as well as by my Council colleagues expressing
their anxiety in the growth of our profession. Dear friends, it may be difficult for me or to my Council
colleagues to have one-to-one direct interaction, as sometimes it will be too early for a public dialogue
when we are taking up certain matters with the concerned authorities. Hence, my appeal to all of you is
that as far as possible, we are updating our website giving information about our activities and giving
press communiqué wherever necessary and as such | would request individual members not to get
disappointed if they do not get direct reply from the President, Vice President or the Council colleagues.
You may be rest assured that all suggestions given by all our members at Chapters, Regions and other
Forums are being discussed and considered, whenever we give representation to the concerned authorities.

Recently, | had an opportunity to meet the members of Nagpur Chapter, representatives of all Chapters

854 the management accountant, November, 2009



7 S
under WIRC and the Office Bearers of WIRC. A healthy discussion for two days was held. | a

that such meetings will bridge certain communication gaps, if it is there, among members.

As indicated in my previous communiqué, the greater responsibility lies on the representative
Chapters, Regional Councils to conduct discussion on current topics like Company Law Bil
Direct Taxes Code, IFRS, Cost Accounting Standards, etc., to arrive at a quality recommend
that your Council may consider the same for the benefit and growth of our profession.

nsure

5 of the
20009,

ation so

The Council is striving hard to bring all the inactive members to our fold by making an appeal ti
Management Accountant Journal, website and other communication to pay their subscription p
and communicate their present official as well as residential address to the Membership Depart
Journal Department so that we can avoid unpleasant complaints from the members that eithe
not getting communication or not getting Management Accountant Journal, etc. You may be rest
that your Council is taking utmost importance in meeting and providing service to the members ag
students and thus to minimize their hardships and problems either with respect to the study
students or in respect of professional development activities for members and updating them
latest development of our profession. The role of Chapters and Regions in this direction is ve
necessary.

| would like to inform that Chapters and Regional Councils have been provided with the pr

osed
amendment to the Chapter Bye-laws as the present Bye-laws being old may have to be revi:med and

revised to fulfill our objectives and as such these amendments have been put on the website. | an
Chapters and Regions will discuss among themselves and communicate to the concerned Direg
the Head Quatrters so that the Council can review the existing Chapter Bye-laws.

In the coming months, the Regions are holding Regional Cost Conventions and Chapter's Mee
Eastern Region is holding the National Cost Convention in the early part of 2010. It is suggesteg
Regions co-ordinate their events in such a way that the presence of President, Vice President and
of the council will be possible in all the Regions if the dates are not clashing. Also, in this direction
regions should co-operate with EIRC to avoid clashing of their programme dates when we are
the National Cost Convention at Kolkata.

With regards,

Yours sincerely,

—

sure the
torate of

and the
that all

Imembers

all the
1olding

(GN Venkataraman)

President

Date : 3@ October, 2009
s 4
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Visit of Secretary, MCA, Gol to ICWAI, Kolkata

fICWAI was graced by the visit of Shri R. Bandopadhyay, Secretary to the Government of
India, Ministry of Corporate Affairs at Kolkata Headquarters on October 26, 20
Shri Bandopadhyay was accorded a traditional welcome with a shawl and a pl
bearing the Institute logo by Shri B. M. Sharma, Vice President of ICWAI. Shri Sharma
introduced the Council Members (S/Shri Chandra Wadhwa, Kunal Banerjee, A.|N.
Raman, Somnath Mukherjee & Dr. Sanjiban Bandyopadhyaya) and Past Presidents of ICWAI
(S/Shri B. D. Bose, V. Kalyanaraman, J. K. Puri, Harijiban Banerjee & Amal Kumar

Das) to Shri Bandopadhyay. The session began with Shri Chandra Wadhwa making a
brief presentation on the Institute and the profession.

Thereafter, Shri A. N. Raman informed on how the Institute was realigning with the
changed environment. There were three broad themes, where ICWAI could add
considerable value: a) promoting national competitiveness through popularisation|of

also improvement of internal performance measures c) aiding the regulatory frame
through the enunciation of Cost Accounting Standards, which is to be used not just"
hindsight, but rather as an oversight".

uniformity in Cost Accounting Record Rules ¢) moving to a company level rather t
product level audit system especially in a multi product environment d) dispensing
product wise audit system and introducing product group wise system. Shri K
Banerjee also expressed the need to have the backing of a legislative framew
introduce these changes.

Shri Bandopadhyay suggested that management audit report be made a part of th
audit report for the benefit of top management. He showed interest in
recommendations of Expert Group and Cost Accounting Standards. He also infor
that the current focus of government is on self-regulation by corporates and mini

should increase its efforts to market its activities to various stakeholders prim
Industry.

Shri B. D. Bose, Past President proposed vote of thanks.

ICWAI heartily thanks Shri R. Bandopadhyay for sharing his valuable time and offeri
&his guidance to us.
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2.J & ICWAI - announces - Essay Competition

Subject of the Essay -

COST MANAGEMENT KEY TO SURVIVAL IN CURRENT GLOBAL MELTDOWN

1. Entries may be submitted by individuals or jointly to the Deputy Director (Research and Journal), ICWAI,
12, Sudder Street, Kolkata - 700 016.

2. Essay should be in English only.

3. The essay should be original, not has been published earlier and reference must be quoted W
required.

4. Entries should not exceed 5000 words.

5. Kindly send your name, age, status - student / member, address, email, phone number, one plotograph
along with the paper.

6. Matter should be type written on one side of the page in 1.5 space. Each page should be s
authors.

7. Last date of submission is 25th December 2009.

8. Entries delayed / received after the last date will not be considered.

9. Entries received shall be property of ICWAI and may be used freely.

10. We may periodically send promotional email / literature to you about our organization from time t

11. We shall not be liable for any loss or damage of any nature incurred by you as the result
participation in the competition.

12. You warrant that all information about yourself that you supply to us at any time is true, curre
complete.

13. You will inform us of any changes of information about yourself till the competition is over.

14. You will comply with all national and international laws pertaining to Intellectual Property Rights.

15. Any or all of the terms of competition may be changed by us at any time without prior notice.

16. We reserve the right to stop or suspend the competition without assigning any reasons.

17. The award winners will be intimated by email / post.

18. You indemnify us against any damages howsoever arising from your participation in the compefition.

19. In case of dispute or difference of opinion for any reason, the decision of the Organizers will bg final.

20. Prizes will be given at a function organized by ICWAI. The winners will be provided second clgss AC
return train fare or air ticket at the discretion of ICWAI. Lodging and boarding will also be provi

\ per Institute's rules.
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Cover Feature

- th Fi @ issi ined that

Goods and Service T aKei e cuave ned uer
the _C_;ST umbrglla to br_ing about

& lhrough Frequently- e e
- low. The inclusion of the rail sector in

AS ke d Q u eStI O n S the tax regime which will do away with

most of the indirect taxes should be

= i h done if the government wants to provide
*
Timir Baran Chatterjee a level playing field to road and air

Q.1.Whatis GST? introduce this system in 1954. Today ifransportation sector. This will have the
A GST stands for Goods andhas spread to over 140 countries. added benefit of ensuring that all inter-

. " . [ ) state transportation of goods can be
Service Tax. Itis a comprehensive valu€.4 Will prices go up after the

Blied y i 13 tracked through the proposed
geged tax. implementation of GST* information technology. However, the

Through a tax credit mechanism, A, Infact, the prices of commoditiesmatter is under the consideration of the
GST is collected on value added goodare expected to come down in the longEmpowered Committee.
and services at each stage of sale @uin as dealers pass on the benefits @}.8 Whether the existing check post
purchase in the supply chain. GST paigeduced tax incidence to consumers by ihe state borders will be withdrawn
on the procurement of goods andslashing the prices of goods. So faggier implementation of GST?
services can be set off against thagervices are concerned, the prices could
payable on the supply of goods olincrease in the short term in view of the
services. But being the last person ifhcrease of tax rate from the present 109
the supply chain, the end consumer hag approximately 14% to 16% under GS
to bear this tax and so, in many respectgagime. i . -

goods to vehicle fithess examination,

GS[islikea Iast.—pomt r(.eta.ln e Q.5 Who would be impacted by the prevention of trafficking, collection of
Q.2 How GST will have its impact on implementation of GST? local cesses, octroi ete.

RIS oo Ll R A. All businesses, whether engaged
A. GST is a consumption based &, sajes or supply of services would be A. GST is of two types- (a) Single or

and not origin based. Under GSTiypacted by GST. The impact would benified GST and (b) Dual GST. Many

structure, the tax would be collected by, supply chains, ERP, product pricing
the states where the goods or serviceg, ' ’

are actually consumed i.e. where th

A. It may difficult to eliminate check

osts given the concerns of state
overnments which may extent beyond
collection of taxes and movement of

¢ Jcountries have a unified GST system.
aler margins etc. Even pure servicgy,\vever, countries like Brazil and
ol AR TP roviders would be required to Charg%anqda fq”ow a dual system wherein
goods where it is actually originated. 0 _ GST |s_le\{|ed by both federal and state
Hence, losses could be heavy fop.G W_hether Housing and or provincial governments.

producing states. In view of the aboveConstruction sector would be covered .10 What type of GST is expected to
the Centre is considering a proposal tgMder the ambit of GST? be applied in India

compensate states for any revenue loss A. Construction sector is a A |n India, a dual GST is being
that they might suffer on significant contributor to the national proposed wherein a central goods and
implementation of the Goods andeconomy and housing expenditureervices tax and state goods and
Services Tax. The move is expected tdominates personal consumptionservices tax will be levied on the taxable
encourage the producing states texpenditure. In view of the same yalue of a transaction. In India, due to
adopt the new tax structure scheduletlousing and construction sector wouldederal structure, there is a proposal to
to be implemented from April 1 nextyearbe most likely covered under GST.introduce dual GST system.

Q. 3 Which country introduced GST Incideqtally housing and constructian_ll What is dual GST?
first? sector is already covered under service A. Under Dual GST system, GST is

VAT etc. .
s <k levied by both the federal and state of
provincial governments. In India, a dual
*Sr. Executive Vice President (Corporate GST |S proposed Whereby a Central
Affairs & Legal) and Company Secretary A Mr. Vijay Kelkar, Chairman of the Goods and Services Tax (CGST) and a

A. France was the first country to
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State Goods and Services Tax (SGSTihe combined incidence of indirect taxes
will be levied on the taxable value ofon most goods is around 20%.

every tra_nsaction of supply of goods A. In GST, taxable event will be the
and services. "supply of goods" and the "supply of
Q.12 What are the benefits of shifting A. Yes. Itis expected that there willServices" at the destination state.
to a dual GST system? be single rate of GST for services at thd herefore, stock transfers may be

A. Dual GST is expected to be aCentral and State Level. However, séubject to GST at the destination state.
simple and transparent tax structuréar goods are concerned, there woulg).22 Whether inter state supply of
with limited number of rates of tax.. Thenot be one but a few rates of Centradervices will be subjectto GST?
result would be a reduction in theand State GST as under: A Yes.
number of taxes at the Central and state Zero Rates for goods of social
levels, cut in effective tax rate for manyimportance
goods, removal of current cascading gpecial rates for g
effect of taxes, reduction of transactionyrecious metals, say 1%
costs for tax payers through simplified

However, detailed "place of supply
"rules is to be framed for such
old, silver, transactions. It is a major challenge to
the policy makers.

tax compliance, and increased tax MRS Q.23 What are the major challenges

collections due to wider tax base and Révenue Neutral Rates with regard to implementation of GST?

better compliance. Q.17 What will be the taxable event A. The introduction of the GST
under GST system? system is by far the most important tax

A. The taxable event will be the reform in India. Consensus and co-

A. Being a consumption based tax:'SUp_ply of goods" and the "supply of_ordination among states is _required for

dual GST will result in better revenueS€TViCes"- The current taxable eventt to succeed. Before it can be

collection for states with higher such as "manufacture”, "sale of goodsmtroduceq, the Centre and states have
"render of services" will not be relevantto sort out issues like agreement on GST

consumption of goods and services. -
e ba(?kward gnd less developedinder GST system. rates, constitutional amendments
P empowering states to tax services,

states would see fall in collections. TheQ-18  Will there be uniform : : . -
Centre is expected to put in place &lassification of goods (like Central taxation on inter-state transactions o
mechanism to compensate states fdgxcise) under GST system? el lie i e 9 EEE G el
any revenue loss due to GST. A. It is expected that there would bereug_? ’Igr?;tl'ggoc: Ci:%r:;illgt?gna\?vihs t:ﬁe
Q.14 Will dual GST be levied in an uniformity in the classification of stakeh%lders includin i
addition to the existing taxes? goods under GST system. e

. industry  associations before
A. No. It is proposed that the Q.19 Will the Central GST and State finalisation, administrative prepared-

Central GST will subsume central excisg{QST "t‘(°“|g apply on all the ..o implement the new tax regime
duty (Cenvat), service tax, andansactions: _and resolution of all other issues under
additional duties of customs at the A. Yes. In every transaction yiscyssion. This is a formidable
Central level; and value-added tax(whether goods or services) bothpajienge given that we have only
central sales tax, entertainment taxtentral GST and State GST would applyited time left.
i at a predetermined rates. o

quur_y_tax, SEiol, EE Vs, P _ : Q.24 What are the implications of GST
electricity duty, state surcharge_s related).20 What will be the rate of taxation on imports and exports?
to supply of goods and services anéh case of inter state trade of goods? _ » .

A. Basic Custom Duty will continue

purchase tax at the state level. ;
A. At present _inter state trade Ofo there under GST system. However,

el SUbJeCF Y paymt_an_t of Centr he additional custom duty in lieu of
Sales Tax which is origin based. ' ) .
: : : : VD /Excise and the Special Additional
A. The combined GST rate isHowever, GST is a consumption base Uty (SAD) in liew of sales tax/VAT will
currently being discussed by the Centrer destination based tax system. Wit e e 1 o o s
and the Empowered Committee. The ratthe implementation of GST, CST is_ ™ ™" _ _ i
is expected to be in the range of 14-16%@xpected to be phased out. As a resuithe import of services will be subject
Once the total GST rate is determinedhere would not be any tax when good$0 Central GST and Staf[e GST on a
the states and the Centre have to agrége sold on inter state basis. Howevergverse charge mechanism. In other
on Central GST and State GST rategax will be applicable in the destinationwords, the GST will be payable by the
Today, services are taxed at 10% anstate and not in the origin state. Importer on a self declaration basis.
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Place of supply rules will determineQ.26 Whether Cross utilization of A. Under GST regime, there will be a
which state will have the authority tocredits between Goods and services becommon list of exemptions for both the
get the tax. However, the taxes so paidllowed under GST system? Central and State GST.

will be available as Input Tax Creditand ~ A. Yes. Under GST system cross The tax benefits already enjoying
therefore it would be a revenue neutraltilization of credit is allowed between by the EOU, SEZ, Soft ware Technology
Exports, however, will be zero rated g00ds and services. In other wordspark would continue to be available in
meaning exporters of goods andnPuttaxcreditreceived on purchase ofhe GST regime as well.

services need not pay GST on thei00ds can be adjusted against supply 5| 5104 pased exemptions schemes

exports. GST paid by them on theserviceg L IR _ already in force are expected to be
procurement of goods and services wilR-27 Will the Input Tax Credit (ITC)  ¢onverted to post-tax cash refund
be refunded. and Cenvat Credit (CC) accumulated gchemes.

on the day of implementation of GST

; . expected date, 1st April, 2010) be Q-30 Will there be a process of
Central GST can be adjusted against ;Iloeved e % forv?/ard? ) assessment under dual GST?

liability of state GST or VIC? v_ersa’? A. Most like "Yes". It is expected A. The dual GST_is exp_ec_ted to be
A. The proposed GST is likely to bey, 4t hoth ITC and CC will be allowed toS€!f assessed tax like existing VAT/
adual system that will supporta Centrahe carried forward under GST regimeéCENVAT. However the authorities
and State GST chain separately. The%‘ijbject to fulfillment of certain Would have the power to audit and re-
two chains would be independent of:gnditions. The exact procedure an@ssess on a selective bases. The
each other. This implies that GSTconditions will be specifically detailed procedural guidelines in this

Q.25 Whether the input tax credit for

registered companies will not be able tenentioned in the GST legislature. regard would be stated in the GST
adjust the input credits of one chain legislature.
against the other. The Central GST chain Q.31 Whether there would be separate

is likely to integrate the existing excise — A 4 is expected that there will belegislation for the Central and State

duty and service taxes levied at thgnitorm threshold limit and will be based GST.

central level while the State GST chairy, cumulative turnover of goods and  A. Yes. The Central GST law will be

the current state-level VAT, other localseyices. Dealers with turnover belowyniform and applicable throughout

levies and service tax on certain specifighe threshold limit would not be india. However, each state will legislate
Senvices on which States'may get theoygsetiinder GRY. its own enactment to levy and collect
powers o levy service tax. The inputy 59 i) exemptions from GST will  the State GST based on common
tax credit adjustments will operatepe 4y ajlaple 2 What will happentothe guidelines to be issued by the
within the respective chains but notyrea hased exemptions already granted Empowered Committee of State Finance
across. to the investors? Ministerso

(Ref. No. G/82(105)/10/2009/515 N
October 05, 2009

NOTIFICATION

In Pursuance of Regulation 146 of the Cost & Works Accountants Regulations, 1959, the Gouncil
of the Institute of Cost & Works Accountants of India at its"@d@eting held on September 12, 2009
by virtue of power conferred therein constituted the following Chapter of Cost Accountants:

Nellore Chapter of Cost Accountants of ICWAI,
18-1-24, Old Post Office Road

Wahabpet
Nellore-524003 (S. M. Galande)
\Andhra Pradesh Chief Executive Ofﬁcey
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D' T C d 2009 deprived of such scope. All the
IreCt a,X O e_ expenses directly or indirectly in
connection with employment are treated

_A I 2 eI Ief r) as income. Is it not an injustice to
3 salaried people?

Dr. Sunil Kumar Jana*

Deduction under section SOL in

he Income Tax Act of India being taxpayers and check creation of black€SPect of interest and dividend on
I restructured and redefined aftemoney at one hand and to enable thgertain securities were allowed till the
independence in 1961 hasGovernment to increase collection of taX\SSessment Year 2005-06 but from the
traveled a long course throughrevenue for development works on thé\SS€ssment Year 2006-07 this
amendments, alteration, modificationother. deduction was withdrawn. By virtue of
and introduction of various provisions | response to the open generougl”s. segtlgn el ?nd individual (;OUId
and sections through the Finance Bilky| from the Ministry of Finance, the - o < g, omAnogme SIS
each year or the change of politicalyriter exchanges his views ar1le,OOO maximum for such incomes from

i . f ! . - i investment. This deduction had certain
equations or Ministers in Charge anthpservations in relation to the impac

socio-economic requirements. As SUCRY the Direct Tax Code -2009 upon théstrong points in favour like it

As 3 encouraged investors to invest in
the Income Tax Structure of India issa|aried people and puts forward some, - . gwhi R T oy
elastic in nature and flexible in structure s ggestions. ecuriies which are an urgent need 10

So how many sections and provisions ' the hour especially for developing
- : The following are  countries like ours. In relation to
have been inserted into or deleted front1h g

o h . WO major chan ri hi
it time to time none keeps them in mind e two major changes during thisnvestments there are so many expenses

Tax payers are only concerned with inaecade by which the salaried people ange postages, collection charges, or

present and the future and plan iheidreatly disheartened: even in some cases legal formalities and
income appropriation to get maximum® Withdrawal of Standard Deduction proceedings are to be complied with.
satisfaction. under Section 16 (i) All these expenses which should be

Now, theDirect Tax Code - 200ds Withdrawal of Deduction under deducted from income_ from securities
a Draft proposal to replace the 50 year Section SOL (L Gy ISR 0

_ _ consequently are taxed. Over and
old Income Tax Act- 1961 (from the dateA) Standard Deduction under Section

N Y above, the retired persons or some other
it completes 50 years as on 1.04.2011) 16 (i) persons having only investible fund

which has been cumbrous by so many  there was standard Deduction fofwhich they have inherited and is the
sections and provisions which in mos%xpenses incidental to employment foonly source of income, face some
cases are not understood by thee sajaried persons till the Assessmerttardship due to withdrawal of the
ordinary tax payers who, to avoid anyyear 2005-06. Unfortunately that Section.
ey S iSates b v i e s s o
Assessment Year 2006-07. By virtue of

Return, take help of experts incurringth- . :
; ; is section an employee could enjoy,; )
irect Tax Code are:
thousands of money for this purposeexemption of 40 % of salary but subject

The Philosophy behind SUChtomaximumofRs.SO,OOOforincome Non taxable limitis Rs 1, 60,000;

B e oEke e Direck T roup below Rs. 5 lakh or Rs 20,000 fo® Deleting deduction for interest on
i vtehry eas?/ il S|mp!te}]sottrr:alt e income above Rs.5 lakh in the House Building Loan which is Rs.
payers themselves can, withouthelp 0} - " (o oo oe 1,50,000 now:

experts compute and file Income Tax ! . !
X : In the case of business and® Taxingwithdrawal of Provident Fund
Returns. In planning and framing an Deposit after 1.4.2011:

ideal Income Tax Structure of a welfargProfession there are so many expenses i _
state like ours the objectives are to givéike traveling, telephone bills, ® Reducing the Standard Deduction

relief to the maximum possible extent tgdepreciation of cars, subscriptions and ~ for Repairs and Maintenance from
the lower and middle income groupdonations etc which are partly personal  30% to 20% in the case of Income
nature having indirect connection with ~ from House Property;
*Reader in Commerce of A. C. College ofbusinesses or professions are allowed Up to Taxable income of Rs. 10 lakh
Commerce, Jalpaiguri, West Bengal. deductions while the service holders are the rate of tax is 10%;

Some of the basic points of this Draft
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® Raising the investment limit to Rs.employees during this decade have
3, 00,000 from Rs. 1, 00,000; possessed residential accommodations

A) Non taxable limit of Rs 1, 60,000 by virtue of this exemption facility. In

seems insufficient due to high pricethis respect the writer suggests that the - Simply some may be delighted at the
rising in the case of consumableGovernment can restrict such exemptioproposal of increasing the slab of 10 %
goods and other necessities whictin the case of one house property onlyate of tax for the total income up to Rs.
is not reflected properly in the CostC) Charging Tax on PF withdrawals 10 lakh and raising the investment limit
qf L|V|ng Index. To give relief to the Till now no tax is imposed upon under section 80 C to Rs. 3, O0,0QO frpm
flxe_d income group people A =Bl o (e B v FundRS'_ 1 00,000 as of now. This will

particularly the lower income group PF). So the employees deposi{je_f'n'tely benefit the upper and upper
assessees, the non taxable limi enerously over and above theilrmddle class tax payers. The following
_should be increased to Rs. 3, 00,00 mpulsory contributions into it. Suchtable wi!l arithmetically prove that the_

instead of Rs. 1,60,000 as suggeste deposit scheme has social as well gggher income group assessee will

in the Draft Direct Tax Code -2009. pious and economical impact, Thos(%)osse_ss much disposable cash than the
ower income group assessees.

B) Lifting Deduction for Intereston  \ho are in service after retirement get a
House Building Loan lump sum of money which provides In comparing the case-l with the
Till now there is a deduction for them living during the rest days of their0thers cases it reveals that though the

interest on House Building Loan (HBL) lives of unemployment. Not only thatS&lary is 1.5 times, 2.5 times, and 3.75

up to Rs. 1, 50,000 and repayment ofhis money serves as a great source Jf"€s (as showninthe (b) row) in case

principal which qualifies for deduction finance for the Governments who usé2 @s€-3, and case-4 respectively, the
under section 80 C. But in the Draftthis finance for development works. IfdiSPosable money i.e. whatis left after

Proposal there is a suggestion that thigix is imposed upon withdrawals from€nioYing the full scope of investment

deduction will be deleted. It is anthe Provident Fund, the assessees m&§N9 Of Rs. 3,00,000 and payment of

injustice to those tax payers who haveiot hereafter generously contribute intdeX @S Shownin (1) rowis 2.21, 4.64, and

constricted or purchased residentiajt to avoid extra tax burden. As a resul 42 imes for Case 2, Case3 and Case 4

accommodations on bank’s loante Government will face shortage of SPeCtively. This implies the more

following the Government's taxation finance and there will have no way buf"'¢°Me; the more is the disposable
policy. If such policies get changed dugo borrow at a higher rate of interes{"°"eY and solvency. This will rapidly
to change in the political scenariofrom the financial institutes or others.C'c2'€ cOMe and resource gap between
frequently, it will be quite unfortunate \hat ever rate of interest is given O,{he lower and upper income group
and a treacherous act at one hand. e PE deposits, it is far less than the PSS Such a phenomenon perhaps

On the other due to this decision ofmarket lending rates of banks. By thqaoes L dEC el aw'elfare. i
. : y i : ike ours. In contrast to this writer
deleting deduction for interest onexisting system of Provident Fund not ; i

-~ . ' suggests the following measures:
House Building Loan, the constructionsonly the assessees are benefited, but ] _
and allied industries i.e. cementalso the Governments are equa||)§uggestlons.
factories, iron and steel industries brickyenefited. Therefore, by such decisior® Introduction of Standard Deduction
factories and the labour market etc, wilbf deleting deduction the Government  under section 16 (i) for the salaried
get ajolt. Now these industries in Indigjs thinking to kill the swan in expectation ~ tax payers as was before: 30 % of
have been flourishing at a greater speedf many eggs in a day instead of one Gross Salary subject to the maximum

If such deduction is finally withdrawn, golden egg daily. of Rs. 30,000.

the assessee may prefer to live in rente[g) Reducing Standard Deduction for @ Introduction of Deduction ufs 80 (L)

houses so that they can enjoy . as before up to Rs. 10,000;
deduction under section 10(13 A) for AR Il . N . ithd |
House Rent Allowance, not feeling an At the draft there is the proposal of® Otjto impose taigeniviiEics

urge to own a own house. If so happengducing standard deduction for repairs from Prowdent_Fund; _

the manufacturing industries will face@nd maintenance of house property t® Not Withdrawing exemption for
gloomy days having bad impact upor20 % from 30 % as applicable now. The  interest on House Building Loan;
the economy. The Government shoul@pportunity once given should not bes Raising non taxable Limit to Rs.
give a second thought upon it oncavithdrawn or reduced when due to  3,00,000 at least for the male
again. Besides tax payers’ benefit thergnflation the cost of repairs and individual assessees; Tax rates
is social commitment too. Lakhs ofmaintenance of houses is soaring high. suggested as:
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Table-l: Statement showing Disposable Money Left with Different Income Group People
Case-1 Case-2 Case-3 Case-4
(@) Salary per month less P. Tax 40,000 60,000 1,00,000 1,50,000
(b) Magnitude of salary on the basis of Case- 1 il iL& 2 3.75
(¢©) Annual Gross Salary (a) x!2 4,80,000 7,20,00 12,00,000 18,00,000
(d) Investments u/s 80C 3,00,000 3,00,000 3,00,000 3,00,000
(e) Non-Taxable Limit 1,60,000 1,60,000 1,60,000 1,60,000
() Total Deduction (d+e) 4,60,000 4,60,000 4,60,000 4,60,0p0
(g) Total/ Taxable Income (c-f) 20,000 2,60,000 7,40,000 13,40,000
(h) Rate of Tax:
UptoRs. 10 lakh @10% 2,000 26,000 74,000 1,00,000
& 20 % above Rs. 1 0 lakh — — — 68 000
(i) Total of Tax and 3,02,000 3,26,000 3,74,000 4,68,000
Investment i.e.(Cash out flow)(e+h)
() Disposable money after tax 1,78,000 3,94,000 8,26,000 13,32,0p0
and Investment (c-i)
(k) Disposable money left for 14,833 32,833 68,833 1,11,000
monthly expenses
(1) Disposable money 1 221 464 7.42
Comparison to Case- 1

el Rate of Tax 00,000 only. By this, t_here is an indirect
. deterrent for amassing more wealth.

Up to Rs. 3, 00,000 Nil Though the calculations apparently
Exceeding Rs. 3,00,000 and up to Rs.8,00,000 10% show the equal amount of tax collection,

: in practice in the case of suggestion
Exceeding Rs. 8,00,000 and up to Rs. 18,00,000 20% there will have more tax collection.
Exceeding Rs. 18,00,000 30% Those who do not incurred any

expenses in education will have to bear

Against the Investment ceiling Governments have more scopes fasinother tax burden of Rs. 10,000. Again
under section 80 C as proposed at R#icreasing tax collection which isin the suggestions given there is an
3, 00,000, the writer suggests thdllustrated as below: imperative compulsion for the
following break ups: The above calculations show tha@ssessees to purchase or to construct

To keep Rs. 1, 00,000 as purdghe Government has collection of taxown residential accommodations

investment in long term sources thatevenue amounting Rs. 84,000 from aihrough Home Loan Schemes of Banks

is in the Provident fund, LIC, other assessee who has Annual Gross salaid others lest they should have to bear

retirement benefit schemes etc. ~ of Rs. 13, 00,000 in both the cases i.e. iin additional tax burden of Rs. 30,000 .

Cducaton s becoming verycosy " DIee Tax Coc 2008 and n eCorseauenty et = an il

Considering the fact, Exemption forSUggestions given by the Writer.! 19
Education Expenses should b hough in the latter case the writer ha#hdustries.
allowed up to Rs. 50,000 provided more reliefs like standard The Draft Direct Tax Code-2009 is

i _deduction, deduction for interest anciesigned to give much reliefs to the
Repayment of House Building I‘C)an'repayment of principal on HBL, higher income group people , which is
Principal Rs. 50,000 and Interest, ; ‘ Lol |
S ducation expenses, at the same time some extent injustice for a welfare
Rs. 1,00,000. This will enhance : .
: - has restricted the assessees who do r@bvt. like ours. Below there are 6 cases
repayment of loan, bank’s realizabl : . .

. k ave incurred those expenses. Aif different incomes group assessees
profit and hence Banks will have the o licaith :
opportunity to expand the Ioanasse_ssee can not claim tax reliet withouvho are selected .for calculation of tax
Y e making any expenses for education andnder the Draft Direct Tax Code-2009

i _ " HBL and thus has restricted theand under the Suggestions given by the
In spite of these fringe benefits thegeduction under section 80 C to Rs. Iwriter:
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Table - 1 Computation of tax under The Direct Tax Code-2009 and the Suggestion of the Writer

Proposed in The Direct Rs. Tax Suggestions of the Writer Rs Tax
Tax Code-2009 Rs Rs
Annual Salary less P. tax 13,00,000 13,00,000
Less: Standard Deduction for Less: Standard Deduction
expenses incidental to for expenses incidental tg
employment Nil employment 30,000
Less: Investment limit u/s 3,00,000 Less: Investment limit u/s
80C 80C
® Pure Investment 1,00,000
@ Exemption of Education
Expenses up to 50,000
Repayment of HBL
® Principal 50,000
® Interest 1,00,000
Total / Taxable Income 10,00,000 9,70,000
Less: Non taxable Limit 1,60,000 Less: Non taxable Limit 3,00,000 —
Balance 8,40,000 ° 6,70,000
10% up to Rs. 8,40,000 84,000 Rate of tax
@ 10 % up to Rs. 5,00,000 50,000
@ 20 % upon Rs. 1,70,000 34,000
Balance @ 30%
Total Tax 84,000 84,000

Calculation of tax under Draft Direct Tax Code-2009 and under the Suggestions Given for Different Income Groups:

Table-2 : Calculation of tax under Draft Direct Tax Code-2009

Case-1 Case-2 Case-3 Case-4 Case-b Case-6
Rs. Rs. Rs. Rs. Rs. Rs.

Gross Salary less P. Tax 3,60,000 4,80,000 | 7,20,000 12,00,000 18,00,000 25,00,000
Less : Investment 3,00,000 3,00,000 3,00,000 3,00,000 3,00,000 | 3,00,000
Less : Non-taxable Unit 1,60,000 1,60,000 1,60,000 1,60,000 1,60,000 1,640,000
Taxable Amount il 20,000 2,60,000 7,40,000 13,40,000 20,40,000
Tax:
@ 10 % up to Rs. 8,40,000 — 2,000 26,000 74,000 84,000 84,000
@ 20 % on Rs. Next 15 lakh — — — — 1,00,000 2,40,00(
Balance @ 30 % — — — — — —
Total Tax 2,000 26,000 74,000 1,84,000 3,24,000
Total Tax : case 1 + case 2 Rs. 6,10,000

+case 3+case4 +caseb5
+ Case-6

From the above calculations it iswill have more reliefs. In Case -1 and3) they are Rs. 26,000 and 74,000
clear that under the suggestions givease-2 there are no taxes, in case-3 anglspectively (in table 2) as shown in
there are the following favourablecase-4 fhe amounts of income tax ar&able 2, in the case-5 the amount of tax
Rs. 9,000 and Rs. 64,000 only wheris the same in both the cases as per
Lower income group salaried peopleunder the Direct Tax Code -2009 (tableTable 2 and Table -3 while in case -6

points:

864
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Table-3: Calculation of tax under Draft Direct Tax Code-2009
Case-1 Case-2 Case-3 Case-4 Case-b Case-6
Rs. Rs. Rs. Rs. Rs. Rs.
Annual Salary less P. Tax 3,60,000 4,80,000 | 7,20,000 12,00,000 18,00,000 25,00,000
Less Standard Deduction 30,000 30,000 30,000 30,000 30,000 30,000
Gross Income from Salary 3,30,000 4,50,000 | 6,90,000 11,70,000 17,70,000 24,70,000
Less: Investment 3,00,000 3,00,000 | 3,00,000 3,00,000 3,00,000 3,00,000
Less: Non-taxable Limit 3,00,000 3,00,000 | 3,00,000 3,00,000 3,00,000 3,00,000
Taxable Amount Nil NIl 90,000 5,70,000 11,70,000 18,70,000
Tax:
@ 10 % up to Rs. 5 lakh — — 9,000 50,000 50,000 84,000
@ 20 % on Rs. Next 10 lakh — — — 14,000 1,34,000 2,00,000
Balance @ 30 % — — — — — 1,11,000
Total Tax 2,000 26,000 74,000 1,84,000 3,24,000
Total Tax : case 1 + case 2 Rs. 6,10,000
+ case 3+case4 +caseb
+ Case-6
As per Draft Proposal As per Suggestion
Husband Wife kisband Wife Clubbing Individual
Rs. Rs. Rs. Rs. Rs. Assessege
Rs.
Gross Salary less tax 4,50,000 450,000 4,50,000 4,50,000 9,00,000 9,00,000
Less:
Standard Deduction
for expenses
incidental to
employment NIl Nil 30,000 30,000 60,000 30,000
Investment 3,00,000 3,00,000 — — 3,00,000 3,00,000
Total Income 1,50,000 1,50,000 5,40,000 5,70,000
Non Taxable Limit 1,60,000 1,60,000 Non tax 3,50,000 3,00,000
[imit

Total income Nil Nil 1,90,000 2,70,000
Income tax 19,000 27,000

under the suggestions given (Table-3jgain, the more is the income up to Rs.
there is tax Rs. 3,61,000 i.e. Rs. 37,0005 lakh the higher will be the amount of
more than that of the Table-2. In the lattetax burden on those assessees. Is it not

case the total amount of tax for all thgustifiable?

cases taken together is Rs. 6,18,000i.e. Other suggestions:To increase
Rs. 8,000 more than that of the Directollection of tax revenue and control
Tax Code -2009. Again, in the case ofncome gap some other suggestion aras
Table -3 there are ample scopes for mor@ To increase non taxable Limit for
tax collection due to non availing of
educational expenses or HBL etc.

the management accountant, November, 2009

unmarried / widow /divorce at Rs. 3,
50,000. Married women should not

rationally be given the extra
preferential non-taxable income
exemption.

® To fix non taxable Limit for the
married couples both of whom are

tax payers at Rs. 3, 50,000 altogether.
Making submission of Asset
Statement compulsory for all the
assessees—Income Statement

Contd. on Page 868
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Audit & Inspection under

VAT Act

Dr. A. Jayakumar*
Su. Sabanayagam**

6. Internal Audit Provision :

Sec 64 (4) of the TNVAT Act 2006
empowers the Commissioner to order
for audit of the business of any
registered dealer by an officer not below
the rank of Assistant. Commercial tax
Officer. The selection of dealers for audit
shall be made from amongst the dealers
as mentioned below.

the exemption limit. For example Tamil _ _
Vreform in India because it €xemption limit upto 500 croers in  Prescribed period, or
replaces the Sales Tax, the&€spect of certain consumer goods. Tal) Who have claimed exorbitant

dreaded Sales tax inspection, frequedfiformation net work is established to

unpleasant trips to Sales Tax office an@ssist the officers in checking evasior,)

Filling up of too many forms. It is Of tax. In future nationwide Tax

considered by critics as the biggest stefformation net work will be established
forward and the biggest change in thét the stage of abolishing CST Act, to
tax system in India. It put an end tocurb evasion of tax.

Inspector Raj that has made life difficult4.
for traders and industrialists 1

2. Benefits under VAT Regime :

Under VAT regime, Tax burden has2.
reduced to minimum. The dealers arg
benefited by tax reimbursement. The
trader does not pay from his pocket. He
collects it from the Customers and pays’
to the Government. Under VAT there
are only three rates namely 1 %, 4 %
and 12. 5 %. Under exempted category
there will be about 46 commodities
comprising of natural and unprocessed®.
products, unorganized sector items
which are legally barred from taxation
and items which have social5
implications
3.Inbuilt System to Curb Evasion of Tax

Types of Evasion

Outright suppression of purchases.
and sales.

Sales to Fictitious dealers.

amount of refund of tax, or

Who have filed returns, but in the
opinion of the Commissioner he is
not satisfied with the correctness of
any return filed any claim made,
deduction claimed or turnover
disclosed in any such return.

Inspection of Account Books,
Goods, and Godown :

Sub sec (2) of Sec 64 Provides for

Maintenance of duplicate or multiplethree things namely :

sets of account books.

Changing Place of business without
Proper intimation to the registration
authority.

Showing sales below taxable
quantum.

Fictitious place of business in other
States and effecting consignment
sales.

. Traders mind

Traders are unhappy with VAT

() All accounts; registers, records and

other documents maintained by the
dealer in the course of business
shall be open to inspection at all
reasonable times.

(i) The goods in the possession of the

dealer shall also be open to
Inspection, and.

%ii) The dealer offices, shops, godown,

vessels, or vehicles shall also be
open to inspection.

There is no doubt that there are no

because all traders must issue casthecific words in sub section (2) giving

Every return is screened by highlymemos / invoices under the VAT law.power of search. But if we read the three
technical method. Internal audit undefrpe gealers are required to pay tax OBowers conferred by sub section (2) it
State Act made more intensive andy jocal purchases although it can bghould not be difficult to hold that
elaborate. AS a measure (o curb evasiqtlaimeq later. There are certain sectiogearch s included therein. It will be seen
of tax certain State Governments raisegt traders, who want to dominate thethat sub - section 2) differs from sub

*Reader in Commerce, Periyar University,
Salem-11

market by reducing the price of goodssection (1) The dealer is required to
at the cost of tax payable to theproduce his accounts etc.. to furnish

=Advocate and VAT Practitioner (M.Com, government. Among the traders theother information relating to his
M.L., M.Phil) Part-Time Ph.D, Periyar tendency to evade tax has not vanishdslisiness and it is left to the dealer to

University, Salem -11.
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from their minds.

produce what accounts he may say he
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has. The legislature was howevetaxation laws in order to check evasioninspection, search and seizure was a
cognizant of the fact that a dealer mayf tax. necessary power for the purpose of the
not produce all accounts or furnish all  section 65 (3pf TNVAT ACT 2006 Act. Power of search and seizure can
information even though required to doprovides for seizure of accounts andlso be exercised when a quasi judicial
so, under sub section (1). Therefore sufher documents. proceeding in the shape of assessment,

- section (2) provides that all accounts : reassessment or the like was pending.
Section 65 (3) ) .

etc.. of the dealer shall be open to ) Such power is vested on the authorities

Inspection. If any such officer has reason 1 get 4|l the required and necessary

Sec 65 (1) of the TNVAT ACT 2006. suspect that any dealer is attempting formation regarding taxable turnover

d - : - evade the payments of any tax, feée Of¢ e gealer ( Deoralia Bros (V) State of
Any officer prescribed by the gther amount due from him under thisyest Bengal (1982) 50 STC 113 (Cal)

Government in this behalf may, for theact, he may for the reasons to bey b Casting & Forging (P) Ltd (V)
purpose of this Act, require any dealetecorded in writing, seize SUChprogyot Roy Chandhury 1992 87 STC
to produce before him the accountsaccounts, registers, records or otheg,,
registers records and other documeni$ocuments of the dealer as he may
and to furnish any other informationconsider necessary and shall give th
relating to his business." dealer a receipt for the same. The The object of vesting power of
Section 65 (2) of the TNVAT ACT 2006 accounts, registers, records andnspection on an officer of the
"All accounts registers records andlocuments so seized shall be retainddepartment, and for this purpose to
other documents maintained by a dealddy Such officer only for so long as mayenter any premises LIS 8 C BN )
in the course of his business, the good2€ Necessary, for examination and fofletecting suppression of turnover and

in his possession, and his offices, shopNY €nquiry or proceeding under i S e L
3 ' visit is for detecting suppression of

turnover and evasion of tax and also to
find out whether any business house

é. Surprise Inspection

godown, vessels or vehicles shall bé\ct.”

open to inspection at all reasonable tim&ection 65 (4) of the TNVAT Act,

by such officer". provides for entry and search . m— T .
or any business institution is

The main part of this Section deals "Any officer shall for the purpose maintaining books of account, cash
with power to inspect places, accountsof sub - sec (2) or sub section (3), alsg,amoes etc., However, on surprise visit
registers records and other documenttiave power to enter and search any ifthe authority finds that the business
maintained by the dealer in the courseffice, shop, godown, Vessel, Vehicle,,, se or business institution was not
of his business. The right of inspectiorbuilding or place belonging to any Othermaintaining books of accounts cash
attaches itself only to such accountslealer or any other person, if Suc%emos etc, and selling the goods in
registers records etc., and no otheofficer has reason to believe that §,,4e sheets, memos to evade tax, the
things similarly it is only the goods in dealer keeps or is keeping any of hi%uthority can seize books of accounts,
possession of a dealer are liable tgoods, accounts, registers records 9bose sheets etc.,
inspection. other documents in such office shop,

8. Power for Search and Seizure: ~ godown vessel,vehicle, building or. TN et of S
. ' lace" is vital for in given case and where the

It has been held by the Courts thaP officer has reason to believe that the
the provision under the taxing statute Section 65 (2) ofthe TNVAT Act2006 yea1er may not produce all books of
providing for search and seizure are ndi€als with inspecting powers of the, .4 nts when called upon to do so.
ultravires to the Constitution of India. Officer concerned. It shall be open torpe gpiact of the conferment of such
It was observed that it is open to théh€ government to prescribe different,,er on officers of the department is
legislature to enact provisions whichClass of officers for the purpose Ofyefeated if the dealer is given prior
would check evasion of tax. It is undertaking action (ie) to call for accounts,ytice to produce such documents or
this power to check evasion thelnSpection, search and seizure undeg given advance intimation about the
provision for search and seizure is mad&is Act. inspection. This power is conferred
in many taxing statutes. The legislature Search and seizure doesnotinder the Statue both to the officer
has therefore power to provide forcontravene Article 19 (1) ( f) & (9) of assessing a particular dealer and an
search and seizure in connection withhe Constitution : The power of officer attached to the intelligence wing
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of the Department (Binny Ltd (V) ACTO privacy and freedom of the tax payerAct. It is highly objectionable for

(1988) 68 STC 366 (Kar). The power to inspect the place ofofficers to prepare statements himself

10. Sworn Statements business must be excised strictly irand request for signatures from the

Itlis trlle that generally speaking aaccordance with law and only for theparties whom they want to chargesheet
; _purpose for which the law authorized itlater on relying on such statements as

e does not necessarily, po o orcised. In the course of surprisevidence.

give por\:ver tt)o sear_ch. Sl where, t:_El’nspection the CT officials examine the11. Conclusion :-

power has been given to Inspect Nig ..o nts hooks records etc. TG | Ere e Inspection, search

ofﬂc;e, §hops cleleforyigy, Vesselsrecord admission of stock variation., .4 seizure was a necessary nower for
Vehicles it follows that the empowered ! yp
There could be several explanation fo

: ; the purpose of the Act, which does not
officer would have the right to enter theg; i yariation and it it's the duty of thecontravene Article 19 (1) () and (g)of
offices, etc.. for the purposes Ofyerson incharge of the business to bringhe Constitution of India (Heeralal
Inspection. Naturally this inspection will 1 the notice of the inspecting OfﬁcerSChhangamIal (V) state of Rajesthan AIR

be for purposes of the Act ie. for thefor redressel of wrong assumption 1968 Raj 188) Evasion of tax is no doubt

purppses of seeing thfm_ TSy 10 During inspection the officer a problem which the taxing authorities
evasion of tax, Therefore it is not correct

i Invariably take a sworn statement fromhave to curb by effective measures.
o) ST there 0 EEEr @ searcthe dealer. There is no inbuilt powerHence even under VAT regime surprise
whatsoev_er |_n sub'sec (2) because_ tn?r]der the VAT Act like Sec 132 (4) of inspection is still necessary. Under VAT
sub -section in terms does not providg,e i1 act for the officers to take a swornRegime Sec 65 (4) provides for surprise
for search. statement but still the Commercial Taxinspection but till date not effectively

Conducting surprise inspection ofofficer during inspection record swornimplemented. Effective application of
trading house without notice is astatements and thereafter used aSection 65 (4) will definitely curb tax
serious invasion of upon the rightsevidence in any proceeding under VATEVasiona

Contd. from Page 865

without the Asset Statement is @and under the suggestion given by the like -Gross Salary, Investment etc.
farce because it gives ample scop@riter they will have to pay a moderate  in the computer package he will
to create black money under thdax of Rs. 19,000 which in comparison  easily find out the amount of tax
present system for the salaried0 their gross fabulous income is very  payable by him and will be able to

people. little. Whereas an individual with the  sbmit the Return through internet
similar amount of total income has to  \,ithout wasting of time and money

® Clubbing incomes of couples both e

of whom are having separat ay tax Rs. 27’090' I.S nOt,the eXIST[mg further or taking help of experts.
. .. Income Tax Practice in India favouring

_sou_r_ces Rl mcomes. WhY IS Itthe married working women in
jusHiiEble@lnewriier explainsthe, .o o forgetting its overall sociaPr. C. H.  Sengupta, Direct and Indirect
fact in details with the following ,mmitments and welfare for the Taxes, Dey Book Concern, Kolkata-73
imaginary income data and taxgreater chunk of women community ~ (2009)
practice: staying outside? The Times of India dated 14/08/09 , 127 08/
If CIubbing is not done the CoupIeS. A Software Package for Computation 09 & 31/8/09

though have fabulous joint total of Income Tax and filing Income Tax The Ananda Bazar Patrika 14/08/09 , 12/

incomes are paying nothing towards Return should be worked out. Using  08/09 & 31/8/09

income tax i.e. no contribution they have  ATM like PAN card ,an assessee cabr. S. K. Jana, The Management

for the development of the country. But  easily find out his Tax Return Form  Accountant, Student Edition, Vol.-2

if their incomes are clubbed together and putting some reasonable data No.-9 Sept0&
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= . . . from other business functions

Transfer Pricing: An OVErVIEW ®so. aesian, marketing
distribution, and customer service).

A transfer price is a price on goods and services sold by one member of a corporatehe costs used in cost-based

family to another, such as from a parent to its subsidiary is a foreign country. Ittransfer Prices can be actual costs

creates revenue for the selling subunit and a purchase cost for the buying subunigr budgeted costs.

affecting operating income numbers for both subunits. This article is an attempry o following are the variants for

to highlight the various valuation methods of transfer pricing which are us ching I e

for multinational and domestic business organizations. Advantages of transfer : Ll

pricing, impact of transfer pricing on income, and general rule of transfer prici Actual cost of production pricing:

have also been discussed in this paper. This is the simplest method of
transfer, Pricing in which the price

will be determined based on the cost
of production arrived as in

Introduction: performance of each subunit and t0 taditional method of valuation of
n decentralized organizations,motivate managers. According to Hill jnyentory.
individual subunits  of an.(2005) two Shiers strat(_eglesl,the glob ) Standard cost pricing: Under this
organisation act as separate uniftratégy and transnational strategy, = oy yransfer price will be fixed

In these settings, the managemerf§!Ve rise to a globally dispersed web of . oo 4\ standard cost which is
control system often uses transfeProductive activities. Firms pursuing predetermined based on scientific
prices to coordinate actions and tghese strategies disperse each value analysis and management's view of
evaluate performance of the subunitscreation activity orits optimallocation ¢ jo 1t gnerations and relevant

Daniel and Radebang (2003) has definet the world. Thus, a product mightbe o, sonditire. The variances from

that a transfer price is a price on goodgesigned in one country, Some of itS g2 hqarq cost are normally absorbed
and services sold by one member of @0mponents manufactured in a second by the supplying unit. Inventories

corporate family to another, such agountry, and then sold world wide. The 56 carried both by selling unit and

from a parent to its subsidiary in avolume of intrafirm transactionsinsuch |\ ,ser unit at standard cost.

foreign country. Because the price i§irms is very high. The firms are
between related entities, it is notcontinually shipping components part:
necessarily an arm's-length price; thadand finished goods between

is, a price between two companies thagubsidiaries in different countries. This

do not have an ownership interest irposes a very important question: How
each other. The assumption is that ashould goods and services transformed
arm's length price is more likely than éetween subsidiary companies in
transfer price to reflect the marketmultinational firm be priced? The pric
accurately. According to Hansen ancit which such goods and services are
Mowen (2000) specified a transfer priceransferred is referred to as the transfer
is the price one subunit (segmentpyice. : - e
department, division, and so on) of an This allowance is elthe_r EXnicEe
organisation charges for a product or as a percentage on capital employed

service supplied to another subunit of Hansen and Mowen (2003) have o costof sales. In this method, profit

the same organisation. The transfeentified the following three general ~ performance of each unit is

price creates revenue for the sellinghethods for determining transfer prices: measurable and efficiency can be

subunit and a purchase cost for tha, Cost - based prices: Upper 'casonably determined,

buying subunit, affecting operating management may select a transfe':r’qints in favors of cost plus transfer

incomes can be used to evaluate the price based on the Costs of°ICing: Transfer pricing based on cost
producing the product in question.plus is favourable for the following

*Assistant Professor, Department of ~EXamples; include variable reasons:

Commerce, Mahatma Gandhi Government Manufacturing (absorption) costs,> Better inter - firm comparison based

S(c) Full cost pricing: Under this method,
in addition to actual cost of
production, expenses like adminis-
tration, selling and distribution
expenses are also allowed to be
recovered from user unit.

e?d) Full cost plus pricing: Under this
method, selling unit is allowed to
recover full cost of sales plus some
mark up or an allowance for profit.

Arts College, (Affiliated to Pondicherry ~ @nd full product costs. "Full  on the return on investment is
University, (A Central University), product costs" include. possible.
Pondicherry), New Mahe - 673 311. All production costs as well as costs~ Cost based price is criticised when
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the same is higher than the marketlecentralization top management seeks.

price either due to inefficiency or 2 Market-based transfer prices2.
under capacity working in the ypper management may select to use
selling unit. the price of a similar product or service
» Profitability of the concern based onpublicity listed in, say, trade journal.
return on investment is the mainAlso upper management may chooseg
barometer on which efficiency of for the internal price, the external price
the management is evaluated. that a subunit charges to outside

There is seldom a CUStomers.
single transfer price that simultaneously  Difficulties to identify market 4
meets the criteria of goal congruenceprice: The key problem concerned with
management effort, and subunithe use of the market price basis for
autonomy. Some companies' twin tdransfer pricing is the difficulty, of
dual pricing, using two separateidentifying the market price. It is

available in the market for purchase

Cost prices are available from
internal records whereas market
price fluctuates from period to
period.

The market fails to become
opportunity cost when the
company is the price leader or
monopolist.

There are difficulties in
interpretation of the term "Market
Price". Such price may be Ex-factory
price, price to the wholesalers, price
to the consumers etc.

transfer-pricing methods to price eactpossible that prices on the open market - ol

; il y A 1 ~ 3. Negotiated transfer prices: In

inter division transaction. An examplewill vary between suppliers because of; .

of dual pricing arises when the sellin i i i Ntk -l ST TLCC R
r duai pricing 9> Special discount for particular gre free to negotiate the transfer price

division receives a full cost plus mark- ¢ stomers.

: between themselves and then to decide
up for the internally transferred i .

. » Quantity discounts. whether to buy and sell internally or deal
products. For instance, we would

charge the buying division with the > The extent to which delivery Wit ot S L2 LS
standard variable costs of the units ~Ccharges are included. R I 05 U] B

transferred. Thus, for 1000 units of the> Deliberate lumping (at distressipsr'(r:1ec)S rlg tzierseemlengtdt[ﬁgfﬁ,eb(l:Jrzct)geerr?
intermediate product, Division Y, the  prices) by a supplier who has built q
buying division, may be charged with

fixoess imfories Feloneh P EIATHE laoet o arad
the standard variable costs of Rsy P
1,50,000. Note that these are the

The extent of after sales servic&yce data. Negotiated transfer prices

standard variable cost incurred by prgwded. : are often employed when market prices

o) . , Benefits of market price method: are volatile and change occurs
division X in producing that the level

of out put. Division 'X', however, will

The Benefits of market price constantly. The negotiated transfer
record a revenue figure of Rs. 1,50,0087€thods have been given as under:

price is the outcome of a bargaining
plus, say, a mark-up of 20%. This markl. Market price truly representsEroc_:ess(fbg'gween fnesellingganc e
up results in a total revenue figure of opportunity cost. UyIngrcivis1ons. d
Rs. 1,50,000 + RS.30,000 =Rs. l, 80,00@._ Variance between current and Ideally, the chosen transfer-prlcmg
The method of using two transfer predicted prices provides usefyMethod should lead each subunit
prices, the charge to the buying division  control data. mhanager to make Optlm:';l ?eCIZIor)s fo”r
is always lower than Fh.e' FeVeNUEs  Actual historical costs fluctuate:ngn(;rg:rr::zﬁ?zgrifo?;vs?;ﬁs tsrelrls?er
recorded by the selling division. from time to time and are not readilypriceg should helpy achiéve i
This method of using two transfer  available, whereas market prices a'®rganisation's strategies and goals, and
RUEERERe Ll priciig i Dualisieasily available: fit its structure. In particular, it should
i) (e Wl_dely used in pl’aCtlce'4. The current performance of both thegromote goal congruen(,;e and a
Even though it reduces the goal- - p,ying and supplying divisions cansustained high level of management
congruence problems associated With o5 ¢sessed in the light of existingffort. Sellers should be motivated to
a puLe c&ost-glus-based transferf—prlcmg conihie o hold down cost of supplying a product
mz:lao S e © tOpleimitationsofmarketprice method: ~ or service, and buyers should be
gement is that the manager of th _ - : d ; d .
Some important limitations have Motivated to acquire and use inputs

supplying division does not have B o e e e T
sufficient incentive to control costs with been extracted of market price metho@'"o'cNtY- ™ fop management favours
a high degree or decentralization,

adual - price system. A second concerwhich have highlighted as under: .
transfer prices should also promote a

is that this dual-price system confuses. Intermediate and s,emi-finishedhigh level of subunit autonomy in
division managers about the level of products in transfer may not be
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decision making. Autonomy is thel. A divisional manager who haslif Division D can obtain the component
degree or freedom to make decisions. private information may take from an outside supplier for $ 58, it will
Governing principles for negotiated ~ @dvantage of another Divisionalrefuse to buy from Division B. Division

Pricing: The following principles Manager. D will realize a saving of $2 per
should be followed for an effective2. Performance measures may bgomponent($ 60 internal transfer price-
working of this method: distorted by the negotiating skills -$ 58 external price), However, Iassumr:ng
1. Buyers and sellers should be of managers. that Division B can not replace the

internal sales with external sales, the

completely tree to deal outside the3. Negotiation can consumeCompany a5 2 whole Wil b vy S

company. considerable time and resources. by $ 4 per component ($ 58 extemal cost-
2. Enter division transfer prices shouldThe Impact of Transfer pricing on g 54 internal cost). This outcome would
be determined by negotiationincome: increase the total cost to the firm.

between the buyer and the seller.  Taple 1. illustrates the effect of the A transfer pricing system should
3. Negotiates should have access ttvansfer price on two divisions OfBCD’satisfy three objectives: accurate
full data on alternative sources andnc. Division B Produces a componenherformance  evaluation, goal
markets and information aboutand sells is to another division of thecongruence, and preservation of
market prices. same component division D. The $6Qjyisional autonomy. Accurate

It is the responsibility of the top transfer price is revenue to division Byerformance evaluation means that no
management to administer the intra uni@nd increases division income, clearlygne divisional manager should benefit
transfer pricing and it should resolvePivision B wants the price to be as highyt the expense of another (in the sense
all the disputes of friction arise betweer®S Possible. Conversely, the $6Qn ¢ one division is made better off while
the units while negotiation, fixing, and transfer price is cost to Division D andine other is made worse off). Goal
implementation of the inter unit transferdecreases division income, justlike thg.ongruence means that divisional
pricing system, overall company profitsCOSt of any materials. Division D preferspanagers select actions that maximize
should be given prime consideratior lower transfer price, for the companym wide profits. Autonomy means that
over the divisional profit and the 8 @ whole, B's revenue minus D's cOlantral management should not
divisional managers should compromisé€dual zero. interfere with the decision-making
in the interest of the company. While the actual transfer price netfreedom off divisional managers. The

Advantages of Negotiated Transfer 0ut for the company as a whole, transfegransfer pricing problem concerns
Prices: Despite the disadvantagesprice can affect the level of profiFs.finding a system that simultaneously
negotiated transfer prices offer somé&arned by the company as ayvhqle if ibatisfies all three objectives. Although
hope of complying with the three criteria@ffects division behaviour. Divisions, direct intervention by central
of goal congruence, autonomy, andicting independently, may set transfemanagement to set specific transfer
accurate performance evaluation. IPrices that maximize divisional profits prices may not be advisable, the
addition, negotiated transfer priced?ut adversely affect firm wide profits. development of some general guidelines
have been identified as a means b§or example, suppose that Division Bmay be appropriate. One such
witch goal congruence through-out thén Table 1 set a transfer price of $ 60 foguideline, called the opportunity cost
entire firm can be achieved. Ifacomponentthatcosts$ 54 to producapproach, can be used to describe a

negotiation helps ensure goal

congruence, there is no need for top

management to intervene in divisiona

affairs. Finally, if negotiating skills of | Produces component and Purchases component

divisional managers are comparable, or Transfers it to D for from B $ 60 per unit

if the firm views these skills as an| Transfer price of $ 60 and uses it in

important managerial skill, concerns Per unit production of final product.

about motivation and accurate Transfer price = $ 60 per unit Transfer price=$60 per unit

performance measures are avoided. | Revenue to B costto D
Disadvantages of Negotiated Increase net income Decrease net income

Transfer Prices: Three disadvantages ofincreases ROI Decrease in ROI

negotiated transfer prices are commonly Transfer price revenue = Transfer price cost

mentioned. Zero impact on BCD, Inc

the management accountant, November, 2009 871



Cover Feature

wide variety of transfer pricing divisional profits are not decreased by
practices. Under certain conditions, thighe internal transfer.

approach is compatible with the Transfer pricing - a general rule. -
objectives of performance evaluation,The following general rule may be used
goal congruence, and autonomy.

Implicit opportunity cost to
the organisation if goods are
transferred internally.

as a first step in setting transfer pricesl?e”eﬁt the organisation in the following

The opportunity cost approach as a The general rule for setting transfeMVays:

guide for transfer pricing: prices such that the buying division”
In establishing a transfer pricing makes the economic decisions that are
policy, the views of both the selling optimal from the view-point of the total ~
division and the buying division must S0MPany is to transfer at;
be considered. The opportunity cost This is the price that would usually ~
approach achieves this goal by‘nake the selling division indifferent as
identifying the minimum price that a to whether the output is sold internally
selling division would be willing to or externally. The selling division's >
accept and the maximum price that th@rofit should be the same under either
buying division would be willing to pay. altérnative. . “
These minimum and maximum prices Gwdmg prmmple_smflxmg transfer
correspond to the opportunity costs oP"iCes: It is clearly important that, so»>

transferring internally. They are defined@" S Possible, transfer prices shall be
for each division as follows: set in such a way as to provide: >

1. The minimum transfer price is the(a) Goal congruence between divisional

transfer price that would leave the andtgrg?nlse_}_t;]onal objecnvesfir][h
selling division no worse off if the Lpieuiar. AF Manageyeyine
goods were sold to an internal buying division should be able to >

division than if the goods were sold 'rely o transfer prices.to glv_e_h|m
ik information relevant to decision-
to an external party. This is

. " . making, for instance, whether to
sometimes referred to as the "floor : .
of the baraairifid range make or buy a particular item, or
_g INing range. o whether to invest funds in facilities
2. The maximum transfer price is the

d for particular end products. >
tran.sfer price that would Iea\{e the(b) Autonomy for divisional managers:
buying division no worse off if an

: Internal transactions should be
input were purchased from an

. = ; agreed, and transfer prices set by
internal division than if the same

the divisional managers concerned,
good were purchased externally.  centra| staff Involvement should be
This is sometimes referred to as the

minimal.
"ceiling "of the bargaining range.
The opportunity cost approach

It will develop healthy inter-
divisional competitive spirit.
Management by exception is
possible

It helps in co-ordination of
divisional objectives in achieving
organizational goals.

Divisional performance evaluation
is made easier.

Transfer price will act as a check on
supplier's price.

It fosters economic entity and free
enterprise system.

It helps in self-advancement
generates high productivity and
encouragement to meet the
competitive economy.

It optimises the allocation of
company's financial resources
based on the relative performance
of various profit centres, which in
turn are influenced by transfer
pricing policies.

It provides useful information to the
management in making policy
decisions like expansion, sub-
contracting, closing down of a
division; make or buy decision. etc.

Conclusion: - As a consequence

_ transfer pricing has become an
(c) Incentive to the manager of the appropriate theory of the multinational

supplier division: So that by selling business organisations. A final note
at the transfer price his profitregarding corporate use of transfer
performance will be improved. Theprice is that many corporations are
transfer price in effect shares profitsmoving toward the use of
between the supplying and buyingbenchmarking and outsourcing. Both
division, depending on which price of these reduce the need for internal
is higher or lower, hence thepricing by typing divisional behaviour
potential for conflict. to the outside market. Benchmarking
involves tracking the most effective and
efficient provider of a particular activity.
The above mentioned methods of
transfer pricing are useful for
multinational corporations and domestic
companies

guides divisions in determining when
internal transfers should occur.
Specifically, the good should be
transferred internally whenever the
opportunity cost (minimum price) of the
selling division is less than the
opportunity cost (maximum price) of the
buying division. By its very definition,

this approach ensures that neithe
divisional manager is worse off by
transferring internally. But what in
meant by indifferent or no worse off?  Advantages of transfer price policy:
In practical terms, this means that totaAn ideal transfer pricing policy will

Marginal / Incremental
Cost to the selling
Division

=
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I A S 23 (d) finance charges in respect of finance
y leases recognised in accordance
with IAS 17 Leases; and

B OrrOWI n g COStS (e) exchange differences arising from

foreign currency borrowings to the

extent that they are regarded as an
- A C Oser LOO adjustment to interest costs.
Qualifying assets are assets that

necessarily take a substantial period of

i ’ : time to get ready for their intended use
I nternational Accounting StandardReporting Standards (IFRSs) 2007". Thg, g5je. Examples of qualifying assets

(IAS) 23, Borrowing Costs, effective date of May 2008 amendment o complex manufacturing plants
prescribes the accountingtoIAS23wasfixedasJanuaryl,ZOOQpOWer generation facilities and,

treatment for borrowing costs. Inopjective infrastructure projects which are
November 1982, the International The objective of IAS 23 is to constructed over a few years.

gDy SEGEETRE CemiliEc rescribe the accounting treatment for E | f lifyi t
(IASC) issued the Exposure Draft E24P . s g N & |fy|ng g S
Canitalisati . borrowing costs. This standard requirethventories that require a substantial
apitalisation of Borrowing Costs. In iy ) i . .
: the capitalisation of all borrowing costsperiod of time to bring them to a saleable
MEIE gy M las G el 3 23'that are directly attributable to theconditi facturi lant
Capitalisation of Borrowing Costs, P Yy 41 2 GO e el i |
acquisition, construction or productiongeneration facilities and investment

effective from January 1, 1986. Inofa ualifying asset i other i i i d
August 1991, the IASC issued the &9 9 i i il IS T e i) T
those inventories that are routinely

Exposure Draft E39, Capitalisation of SCOPe and Application . :
Borrowing Costs. In December 1993, the  The standard shall be applied ir{nanufacturgq or otherwise produced in
IASC issued IAS 23, Borrowing Costsaccounting for borrowing costs but it &'9¢ duantities on a repetitive basis
(revised as part of the '‘Comparability ofdoes not deal with the actual or impute@V€" @ short period of time, are not
Financial Statements' project based ofost of equity, including preferred QR TSRS, A SERR El G ey

E32), effective from January 1, 1995. Incapital not classified as a liability. ;ocr H:ree'; ;T;inizdn;tseuglz f;iileavsvgeetg
April 2001, the International The standard does not apply to q q 9 :

Accounting Standards Board (IASB)borrowing costs directly attributable toPrescribed Accounting Treatment
resolved that all Standards andcquisition, construction or production  IAS 23 requires all borrowing costs

Interpretation issued under previousf: capitalised as part of the cost of the
Constitutions  continued to be. 3 gualifying asset measured at faifSSet, where the borrowing costs are
applicable unless and until they were yjye: e.g. a biological asset directly attributable to the acquisition,

- . nstruction or pr ion of
inventories that are manufactured,Co struction or production of a

or otherwise produced, in Iargequ"’lllfylng Gl

. quantities on a repetitive basis Subject to the probability test that
23.0n March 29, 2007, the IASB issued it will result in future economic benefits

revised IAS 23, Borrowing Costs. IAS K€y Definitions to the entity and the costs can be
23 (2007) will be mandatory for annual ~ Borrowing costs are interest and,oo<red reliably.

reporting periods commencing Januargther costs incurred by an entity in
1, 2009 and it does not permit theconnection with the borrowing of funds.
expensing of borrowing costs. IAS 23Borrowing costs may include:

(1993) permits the benchmarktreatme%) interest on bank overdrafts and,..
of expensing borrowing costs relating " short-term  and long-term ; :
to qualifying assets, and remains harrowings: construction or production of a

applicable under superseded. On Ma o _ qualifying asset are those borrowing
22. 2008, IAS 23 amended for 'Annuarb) amortisation of discounts or costs that would have been avoided if

. . g remiums relating to borrowings; i Bf
Improvements to International Financial P o gl 9. the expenditure on the qualifying asset
_ _ (c) amortisation of ancillary costshad not been made. When an entity
*M.Com., FICWA, Email: ksmuthupandian incurred in connection with the borrows funds specifically for the
@ymail.com/ksmuthupandian@gmail.com  arrangement of borrowings; purpose of obtaining a particular

amended or withdrawn. On May 25,
2006, the IASB issued the Exposure
Draft of proposed amendments to IAS

Borrowing costs eligible for
capitalisation

The borrowing costs that are
ectly attributable to the acquisition,
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qualifying asset, the borrowing costs To the extent that funds aree borrowing costs are being incurred
that directly relate to that qualifying borrowed generally (e.g. use of arange
asset can be readily identified. of debt instruments which incur
It may be difficult to identify a direct dr:fferefnt (;ates Orf] interest an_dhl_engs
relationship between particularthose funds to other entities within the . i
portowings and a qualying asset and0Up). and used for the purpose of EAPEAIISe o1 2 BuaTig oo
to determine the borrowings that could®Ptaining a qualifying asset, theh &/ ki % s
otherwise have been avoided. Such amount of borrowing costs eligible for"2V€ fresu ef |?hpaymen ts g Cati ’
difficulty occurs, for example, when the CaPitalisation shall be determined byrans erts_ a of i tassetsb g
financing activity of an entity is 2PPIYiNg a capitalisation rate to the?ss_r't'_“p 'é’” od't Interes _dearénbg
coordinated centrally. Difficulties alsoexpenduures on that lasset! fhdadities: EXpenditiires aiceaigetgy

italisati i ts received and
: pitalisation rate shall be the weighte@Y Progress payments receive
arise when a group uses arange of deg?,erage of the borrowing costsgrants received in connection with the

instruments to borrow funds at varyin . . f
rates of interest, and lends those ?ungaéppllcable 9 e Ee oy 7E/50 theasseliGeeil o0 Accquntmg fef
on various base,s to other entities in thgntity e L R ineC VeSS Gra_nts ol s SR
foup. Other complications ariseP€iod: other than borrowings madeGovernment Assistance). The average
?hroupﬁ g Ig)ans denominatesPecifically for the purpose of obtainingcarrying amount of the asset during a
) I'gk Al . herd Qualifying asset. The amount ofperiod, including borrowing costs
It?]Zr mrgu 0 %re;grgf;;re?g'esﬁiwhfnborrowing costs capitalised during apreviously capitalised, is normally a
inflati%nar?/ ecznomies and fgonzperiod shall not exceed the amount ofeasonable approximation of the

: : borrowing costs incurred during thatexpenditures to which the capitalisation
fluctuations in exchange rates. As

- eriod. rate is applied in that period.
result, the determination of the amoun ] | - .
of borrowing costs that are directly In some circumstances, it is The activities necessary to prepare

attributable to the acquisition of aappropriate to include all borrowings ofthe asset for its intended use or sale
qualifying asset is difficult and thethe par_ent and .|ts subsidiaries wheencompgss more than the physmal
exercise of judgement is required. computing a weighted average of theonstruction of the asset. They include
h Y borrowing  costs; in  other technical and administrative work prior
b To tde ex'Ffe.mt”tfat h“” S al€circumstances, itis appropriate for eacko the commencement of physical
?rr%\;veini;pem s ﬁ/f (i)r:t 5 pu:pct’ﬁesubsidiary to use a weighted averaggonstruction, such as the activities
gm?)una; - b%r?osvlijr? cyostgs Zﬁsi(leal,e fo?Of the borrowing costs applicable to itsassociated with obtaining permits prior
9 9 own borrowings. to the commencement of the physical

capitalisation on that asset shall be . . i =

e Hieas (he acilalBar i Excess of the carrying amount of theconstruction. However, such activities

e cd onihatberronnadirn ualifying asset over recoverableexclude the holding of an asset when
9 Ymount no production or development that

the period less any investment income : ! oy = .
on the temporary investment of those hen the carrying amount or t.hechanges e L e
borrowings. expected ultlmat_e cost of the quahfymg_p|ace- For exa}mple, borrqwmg costs
. . asset exceeds its recoverable amouttcurred while land is under
T.he. joageing EngEmEnts for. %r net realisable value, the carryingdevelopment are capitalised during the
q“a'!fY'”g asset may resultin an en_t'tyamount is written down or written off in period in which activities related to the
obtaining borrowed funds and incuring, ..o rgance with the requirements oflevelopment are being undertaken.
associated borrowing costs before Somgiher  standards.  In certainHowever, borrowing costs incurred
or all of the funds are used forg o mstances, the amount of the writewhile land acquired for building
expenditures on the qualifying asset. Iy o write-off is written back in purposes is held without any associated
such circumstances, the funds are ofteg.cordance with those other standardsievelopment activity do not qualify for

temporarily invested pending their 1 oment of capitalisation capitalisation.
expenditure on the qualifying asset. In

determining the amount of borrowing ~ The capitalisation of borrowing Suspension of capitalisation
costs eligible for capitalisation during acOSts as part of the cost of a qualifying  Capitalisation of borrowing costs

activities that are necessary to
prepare the asset for its intended use
or sale are in progress

period, any investment income earne@SSet shall commence when: shall be suspended during extended
on such funds is deducted from ther expenditures for the qualifying asseperiods in which active development is
borrowing costs incurred. are incurred interrupted. Borrowing costs may be
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incurred during an extended period ircapable of being usable while attributable to the acquisition,
which the activities necessary toconstruction continues on other parts. construction or production of a
prepare an asset for its intended use @n example of a qualifying asset that qualifying asset (as defined).
sale are interrupted. Such costs argeeds to be complete before any part Immediate expensing is not an
costs of holding partially completedcan be used is an industrial plant option.

assets and do not qualify forinvolving several processes which are  Not only is the fundamental
Capitalisatilon. HOWQV'er, Capitalisationcarried out in sequence at differenbpproach different between IFRS and
of borrowing costs is not normally parts of the plant within the same siteUS GAAP, how the two sets of
suspended during a period whenych as a steel mill. standards define a 'qualifying asset' is

substantial technical and administrativ q :
. . . o= P i i uite different.
work is being carried out. Capnahsatlon%rescr'bed Disclosures d

of borrowing costs is also notRequired disclosures include: The staff paper explored whether
suspended when a temporary delay is@ the amount of borrowing o ke bl SO R o
necessary part of the process of getting  capitalised during the period of interest on qualifying assets using

an asset ready for its intended use or e what was termed an ‘economic cost'
sale. For example, capitalisation the capitalisation rate used tOnggel. In essence, this would result in

continues during the extended period determine the amount of borrowingan entity using the same discount rate
needed for inventories to mature or the  COSts €ligible for capitalisation a5 that used for testing for impairment
extended period during which high!/ASB-FASB Joint Short-term Project  in under the requirements of IAS 36,
water levels delay construction of a Achieving convergence of Impairment of Assets (a rate that reflects
bridge, if such high water levels areaccounting standards around the worl§Urrent market assessments of the risks
common during the construction periods one of the prime objectives of theSPecific to the asset being constructed).
in the geographic region involved.  |ASB, In pursuit of that objective, the HOWeVver, moving to this measurement

IASB and the United States FinanciaPPProach would not result in
Capitalisation of borrowing costs Accounting Standards Board (FASB)S0"Vergence b B = gl =S
shall cease when substantially all théave undertaken a joint short-term™ASB agreed to adopt the same
activities necessary to prepare th@roject with the aim of reducing approach.The IASB was reminded that
qualifying asset for its intended use odifferences between IFRSs and yghis was a proposal rglated to a short-
sale are complete. An asset is normallgenerally accepted accounting®™ convergence project and that such
ready for its intended use or sale wheprinciples (US GAAP) that are capable? 0I€Cts usually concentrated on
the physical construction of the assepf resolution in a relatively short time Eliminating alternatives. Some Board
is complete even though routineand can be addressed outside maj§fSMPers noted that even eliminating
administrative work might still continue. projects. This short-term convergencehe expensing option in IAS 23 would
If minor modifications, such as theproject is considering whether and 12,80 CEiz e SREEREE Wil L
decoration of a property to they, converge IAS 23 and FASB Statement” " bREElED e deiiiim of
purchaser's or user's specification, a'Ro. 34 Capitalization of Interest Costqua“fymg asset was different between
all that are outstanding, this indicates(SFAS 34). the tWO sets of standards. One
that substantially all the activities are : possibility would be to work on the
complete. ® IAS 23 and SFAS 34 prescribe thecapitalising approach based on
When the construction of a 2ccounting treatmentfor borrowingeconomic cost, seeing whether there
qualifying asset is completed in parts cpsts was any appetite on behalf of the FASB
and each part is capable of being uset |AS 23 permits two possible for change to their standard. After a
while construction continues on other  treatments, either the capitalisatiorrather difficult debate, the IASB agreed
parts, capitalisation of borrowing costs ~ of borrowing costs, to the extentthato proceed with a short-term
shall cease when substantially all the are directly attributable to the convergence project on IAS 23 that
activities necessary to prepare that part acquisition, construction or would eliminate the alternative of
for its intended use or sale are production of a qualifying asset (asmmediate expense (12 in favour; 2

completed. defined), or alternatively, opposed).
Abusiness park comprising several immediately expensing the At the November 2005 IASB
buildings, each of which can be used borrowing costs. Meeting, the IASB agreed with a staff

individually is an example of a e SFAS 34 requires the capitalisatiorProposal that the amendment to IAS 23
qualifying asset for which each partis  of borrowing costs that are directlyShould eliminate the immediate expense
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alternative in the current standard butor public comment, an Exposure DraftMeeting, the Board continued its
should not propose to use theofproposed amendmentsto IAS 23. Theedeliberations of planned amendments
capitalisation method in the USExposure Draft would require an entityto IAS 23. In particular, the IASB
standard. The reason for this is that tht capitalise borrowing costs directlydiscussed a staff recommendation that,
method in US GAAP is not seen as 'attributable to the acquisition, notwithstanding the large-scale
higher quality solution' than the currentconstruction or production of aopposition from users, preparers, and
capitalisation method in IAS 23. qualifying asset. The option toother constituents, the IASB should
For the January 2006 IASB meeting’recogniseimmediately borrowing costproceed with the amendments
the staff prepared a paper setting oS @n €xpense would be removed.  substantially as exposed and eliminate

how the transitional provisions foronly ~ The IASB believes that the the option to expense interest as
allowing capitalising should be elimination of one of the two optionsinincurred, thereby mandating the
addressed for existing IFRS users agccounting for borrowing costs direct|ycapita|isati0n method. The IASB voted
well as for first time adopters. The IASBattributable to the acquisition, by a majority of 10-4 to accept the staff
decided to issue an exposure drafeonstruction or production of a recommendation and proceed with the
proposing that: qualifying asset would improve financialamendments.

e Existing IFRS users should apply"©P0rting and would result in = The IASB considered two
the proposed amendmentdnformation that is more comparableamendments proposed by the staff. The
(required capitalisation) prospec-betwee” entities. first was whether the revised IAS 23
tively to borrowing costs relatingto ~ The ~ proposed amendmentsshould provide an exception from the
qualifying assets for which the €liminate the option in IAS 23 of general principle for certain inventories.
commencement date forfecognising borrowing costs The issue was raised by a constituent
capitalisation is after the effectiveimmediately as an expense, to the extein the whisky and wine-making industry,
date - with an option to apply thethat they are directly attributable to thewvho noted that while the effect on profit
capitalisation amendments startingi€quisition, construction or productionand loss was minimal, the effect on the
at any date selected before thé)f a quallfylng asset. The IASB balance sheet would be material
effective date. concluded that eliminating this optionbecause the inventories must mature for

e First-time adopters should have théNi" impro;/e finantcialtrﬁporting and'\t/yill fﬁvzer_?l years. BotzTrdthembters notefd

5 : ... move closer to the recognitionthat it was exactly these types o
ISI? g g tLaSneS:tslor(]tﬁF;'Ovcisl Ia?ee(;(lljsitrlggrequiremen.ts of SFAS 34. The IAS'B_has'mver)toriefs that s_hould include interest
amendment of IERS 1 First-timenm reconsidered the other prowsmnsos;mthelr'carrylng amount: Hoyveyer,
Adoption of IFRSS). ' of IAS 23. hgvmg decided to converge in principle

At the March 2006 IASB Meeting, . AL the November 2006 1ASB With US GAAR, the 1ASB agreed to

the IASB has decided to issue énMeetmg, e Board d.'SCUSSEdprOVIde tesame except|onl_asm Siga

Exposure Draft (ED) with an amendmentcomments received on its ED of34 paragraph 10—’ SL-jCh e _mterest -COSt

123 10 remoVe the,option.to p.mp.o.sed amendments to IAS 23. Ashall not be cqpltallzed for inventories

expense borrowing costs when they arglgnlﬂcant numbgr o respondgntsthat Phe ferincly r_nanufactured_ .

incurred. The IASB agreed that thicSXpressed strong disagreement with thietherwise produced 0 large quantities

B ldihot be b t(gro_posal in the ED to eliminate theon a repetitive basis". .

borrowing costs directly attributable to Rual tosgpense 5 incurred. In light  The IASB also considered \_Nhether

the acquisition, construction oro?c SIS rece.|ved, L= amgnd netEon s rewseq g5

saal e w ’qua“fying assetsdllscussed whether it should pr_oceeQ3 to include assets that are carried at

i e (such a%\/”h the publication of a final fairvalue (except those within the scope

biological assets). If this exception wer mgndment (ol ST ort_ermmate thf IAS 41, Agriculture). The_|ssue

%rqect. The IASB was split on how toconcerns '‘geography' within the

not m ntities woul for .
B = e OTCBUNG, o se e dlibasedion the commentstatement of profit and loss and how
capitalise interest costs on this asset

. _ Teceived. Due to the comments and thghe fair value adjustment is recorded:
only to then write them back off againg it yiey by Board members it decidedas the total change in fair value from
when szl the assets to fa'[rhat the staff should do further ana'ySi%)eriod to period or the Change between
vl on comments from respondents beforgems (such as interest) included in the
May 2006 Exposure Draft the IASB decides how to proceed.  hjstorical cost carrying amount and the

On May 25, 2006, the IASB published At the December 2006 IASB fair value. After debating this issue at
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some length, the IASB confirmed theone that takes a substantial period ahe Institute of Chartered Accountants
position exposed in the ED (paragraphlime to get ready for use or sale. Arof India (ICAI) comparative to IAS 23 is
3A) that there would be a scopeentity is, therefore, required to capitaliseAS 16, Borrowing Costs. There is no
exception for all assets measured at faguch borrowing costs as part of the coshajor difference between AS 16 and IAS
value, including biological assets. of the asset. 23 (2007). However, the following point
March 2007 Revised Standard The revised Standard does ndft récognition of borrowing costs may
On March 29, 2007, the IASB issued d€quire the capitalisation of borrowingP€ noted:

revised IAS 23. The main change fronf0sts relating to assets measured at fair In IAS 23, the borrowing costs are
the previous version is the removal ovalue, and inventories that areexpensed as incurred (not permitted for
the option of immediately recognisingmanufactured or produced in largequalifying assets for which the
as an expense borrowing costs thaguantities on a repetitive basis, even i¢€apitalisation date falls in annual
relate to assets that take a substantifiey take a substantial period of time tgeriods beginning on or after January
period of time to get ready for use orget ready for use or sale. 1, 2009); or capitalized if these costs are

sale. The revised Standard applies tcj'aittributab_le to the acquisition,
The IASB believes that application ofborrowing costs relating to qualifying CO”fttff“_C“m o prIOdZCSt'Olr‘(S Ozha
the revised Standard will improveassets for which the commencemerfft@l'ying asset. in As 16, the
financial reporting in three ways. First,date for capitalisation is on or afterborrto‘?””g .fctcr’fts are tfeqUIf(tthth; Ele
the cost of an asset will in future includeJanuary 1, 2009. caprolizeCiig-© coss rentiilies

: ; i to the acquisition, construction or
all costs incurred in getting it ready for

e production of a qualifying asset.
gii;r::;;ebgsgﬁgg’ gﬁrgﬁriglemﬁ/s The Standards InterpretationsrRecognising these as an expense when
: : &Ommittee (S'C) of the IASC has iSSUGdncurred is not permitted_
accounting treatments that previousl

Yhe following Interpretation relating to wihclusiE

existed for those borrowing costs ISAS 23
removed. Third, the revision to IAS 23 ] ! The revised IAS 23 continues the
achieves convergence in principle with® S!C 2, Consistency - Capitalisation, .\ ¢ the |ASB to eliminate major

US GAAP. of Borrowing Costs  (issued in differences between IFRSs and US

December 1997 and superseded bé g : :
i it AAP and to improve financial
IAS 8, Accounting Policies, LR sy I

; : ] reporting. The removal of the option of
Changes in Accounting Estimates, RS M pu

The revision to IAS 23 removes the
option of immediately recognising as an
expense borrowing costs that are and Errors) immediately recognising as an expense
directly attributable to the acquisition, : . in IAS 23 improves comparability and
construction or production of aComparative Indian Standard converges in principle with US GAAP.
qualifying asset. A qualifying asset is  The Accounting Standard issued by

Shri. K. Sekar, has assumed charge as Director / Finance of Neyveli Lignite
Corporation Ltd., (NLC) Neyveli on 01.10.2009. Prior to occupying this Bocard
level position, he was working as Chief General Manager heading the Commercial
Department of NLC Ltd.

He has served in almost all the key locations of NLC and switched over his line of
function from technical to finance subsequently. He has rich experience in Project
Costing, Budgeting, Finance Management, Cash Forecast and Tax Planning.

He has won many awards for his creditable performance during his tenure. |[Some
of his achievements include implementation of TPS-I Expansion Project without
cost over run and finalisation of lignite price and power tariff through CERC in time.
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Barcode - A Tool for Cost Accountang

WHAT IS BAR CODE?

grocery store, department store, retai?

information by electronic readersitem movement, mail and parcels;®

Barcodes provide encoding textchain membership cards, tracking of

with accuracy. A barcode boarding passes, event tickets, sports
consists of a series of parallel, adjacerrenas, cinemas, theatres, fairgrounds,
predefined bar and space patterns t$ansportation etc.
encode/decode by scanning a lighBenefits for Bar Code

source across the barcode and

However, for a cost accountant, its

measuring the intensity of lightinseparable paperless tool, to be applied
reflected back by the white spacesn all ways from production planning to ®
which produces an electronic signal thainventory management to online
exactly matches the printed barcodénventory management to error free
pattern. Due to the design of mosiyvharehouse management to shipmer®t

barcodes, it does not make anyo excise department to depots to assets

difference if one scans a barcode frongontrol and management and the
right to left or from left to right. The application is unending. Following aree®
purpose of a barcode is to identifyfew ideas for further elaboration and
something by labeling the item with aexploration for cost accountants world:

database application where the datg
encoded in the barcodes is used as an
index to a record in the database that
contains more detailed information
about the item that is being scanned.
For example, when a checkout clerky
scans a barcode on a product, the
barcode data is fed to a computer that
looks up the information in a central
database and returns more detailed
information about the item that was
scanned. By using barcodes, the user
can change the description of item by
modifying a single entry in the central
database. They can also track how
much of a product is currently in stock®
so that they know when to re-order more
of each item as the number of items in
stock falls. Barcodes provide a quick®
and error free means for inputting the
data into an application instead of
typing it manually. Since their invention
in early fifty's, these little black and
white images have been enablers foP
accurate data capture, the rapid
movement of goods, to automate manual
inventory management and all types of
automation. Their use is widespreads
and the technology behind barcodes is
constantly improving. Some typical
applications of barcodes include a

*M.Sc.(Chemistry), FICWA, Ph.D. & o
Practicing Cost Accountant (Delhi)
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Production planning Department
can transmit its production plans on
line to all concerned departments®
that is production, Stores, Purchase,
Wharehouse etc.

Production Department cane
generate pre-defined Barcodes as
per production planning received
and affix the barcodes on each ofs
the items produced during a period.
Stores department can issue the
exact quantity of desired material toe
production department as per the
production plan.

Purchase department can als®
regulate receipt of material as per
production plan on day to day basis.
As the production is regulated
through barcodes, all concerned
departments are aware the exacé
production at any given point of
time.

Warehouse inventory counting time
is reduced drastically if all e
productions and receipts are
through barcode scanners.
Despatches can be monitored by
scanning each of the item loaded ore
transports vehicles, avoiding
human errors in the paperless
system of loading.

Excise records can also be generated
online without additional inputs.

ﬁutomotive Parts Production Line

ore Secure if barcodes used.
Track of assets easy if controlled
through barcodes.
Industry Solution, Logistics, error
free.
In point-of-sale management, the
use of barcodes can provide very
detailed up-to-date information on
key aspects of the business,
enabling decisions to be made much
more quickly and with more
confidence.
Fast-selling items can be identified
quickly and automatically reordered
to meet consumer demand.
Slow-selling items can be identified,
preventing a build-up of unwanted
stock.
The effects of repositioning a given
product within a store can be
monitored, allowing fast-moving
more useful items to occupy the best
space.
Historical data can be used to predict
seasonal fluctuations very
accurately.
Items may be repriced on the shelf
to reflect both sale prices and price
increases.
Besides sales and inventory
tracking, barcodes are very useful
in shipping/receiving/tracking.
When a manufacturer packs a box
with any given item, a barcode can
be assigned to the box.
A database can be created to relate
the barcode to relevant information
about the box; such as order
number, items packed, gty packed,
final destination, etc.
The information can be transmitted
through a communication system so
the retailer has the information
about a shipment before it arrives.
Tracking results when shipments
are sent to a Distribution Center
before being forwarded to the final
destination.
When the shipment gets to the final
destination, the barcode gets
scanned, and the store knows where
the order came from, what's inside
the box, and how much to pay the
manufacturel
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IAS 38 identified following items as
identifiable Intangible Assets:
i) Patents, Copyrights, Industrial
property rights, service and operating
rights etc.

. . i) Brand names
Arindam Banerjee iii) Computer software

accounting for intangibles in IAS 38.iv) Publishing Titles
he International Financial |AS 38 covers all the intangible assety) Formulae, models, design etc.
T Reporting Standards (IFRS) isincluding the development costs,vi) Franchises and Licenses
fast emerging as the mostexcept those falls within the scope of/ji) Intangible  assets  under

preferred choice by a large number ognother standard development
countries across the globe. Thentangible Assets not Covered by IAS One of the important requirements
Accounting Standards Board and ICAIBS is controllability of intangible assets.

is of the view that public interest |AS 38 does not apply to thoseThe enterprise must be able to control
entities, which includes large Insurancéntangible assets which are covered bthe use of intangible assets, which in
companies should adopt Internationahny other standard. Some of theurn should effect the financial

Financial Reporting Standards (IFRSkxamples are as given below: statements. Here, control means the
from the accounting period beginningy peferred Tax Assets (IAS 12) capacity to earn economic benefits by
on or after 1st. April 2011. # Leases (IAS 17) using the assets and also the power to

For a long time, the Indian industryy agsets arising from employee benefifestrict others access to those assets.
functioned in a controlled environment. -« (IAS 19) The enterprise must also earn future

gz:l:;avl\ll)&/lsogg\r/;:;e g:aésrgggnilndlﬁ] Intangible assets held for sale iffconomic benefits from the asset. (refer
Indian companies rpe a{re theirfinghciza?;rdmary course Rffbusiness YA3) EXh!b!t %
B brep Financial Assets (IAS 27, IAS 39, |as Exhibit1

reprl:tzl?:htf;est)ce;srizr?:) l?g]izlner?]'::tﬁ;gﬂ and IAS 28) Essential Features for Recognition of
: i : i 1 Intangible Assets
IFRS, whose purpose is to achieve higgcquwed Goodwill during Business %19 )

transparency, to enhance the usefulne§@mPination (IFRS 3) Pl el
of financial reporting, and in a way# Intangible Assets and Deferredi) Control

making Indian corporate g|oba||yacquisition costs arising out ofiii) Future Economic Benefits
competitive is always a very challengingnsurance Contracts (IFRS 4) Initial Recognition of Identifiable
assignment in India. # Exploration and evaluation assets imtangibles

The importance of intangible assetéhe extraction linked business (IFRS6) The determination of cost of
for business entities, especially forJnidentifiable Intangible Assets identifiable intangible assets is subject
knowledge based entities has grown Those intangible assets, whichto the condition under which the assets
manifold over the years. IFRS recognizesannot be separately identified andre acquired. IAS 38 recognizes the
the significance of intangible assets antheasured. Goodwill is an intangibleintangible assets under the following
addresses the issue through IAS 3&sset, which incorporates all theclasses:
IAS 38 is a comprehensive standard oimtangibles that can not be separatel§ Intangibles acquired separately

intangible assets, and it supercedes |IA®easured and identified. Initially, an intangible asset should
9 issued earlier. IAS 38 was first issued be measured at cost. The cost includes,
in 1998, and has gone through several |AS 38 deals with identifiable purchase cost, including taxes, import
modifications since then. intangible assets. Identifiableduties (if any). Trade discounts, rebates,

This paper gives an overview on thentangible assets are those, which ca@nd any attributable expenditure should
implications of IFRS on accountingbe recognized independently from othelp€ deducted.
treatment for intangible assets. aspects of the business activity, and Intangible assets acquired through
Scope and Coverage arises out of any contractual or legahn exchange of assets
Intangible assets covered by IAS 38 rights. These rights may be or may not Where the intangible assets are
IFRS addressed the issue oPe€ transferable from the enterprise. Thiacquired through exchange of any other
is evidently distinguishable anddissimilar tangible or non-tangible
*B.Com FICWA, Faculty International controlled separately from the firm'sassets, and the future cash flow gets
School of Business & Media, Kolkata ~ 9oodwill. affected through the transaction, the
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incoming and outgoing intangible orderly basis over the best estimate of # Any assets pledged as security
assets are to be valued at fair value. its useful life. for debt.
# Goodwill that is internally generated # An intangible asset with infinite ~ # Outstanding commitments, if any,

Not to be recognized, as it is notuseful life should be tasted forfor acquiring any intangible asset.
meeting the three important recognitioimpairment annually, but not to be  For revalued items, following
criterions, i.e. identifiably, control and amortized. For testing whether anadditional disclosures are required:
future economic benefits. (see Box 1) intangible asset might be impaired, IAS  # Carrying amount of each class of

36 for Impairment of Assets should beintangible asset along with the effective
applied. date of revaluation.

Usually such types of intangiblesResidual Value # Carrying amount of assets, if the
are valued at historical cost. Though, The residual value of an intangiblecost model would have been used.
revaluation method is also acceptableasset at the end of useful life usuallyto # The methods used for the
due to absence of price determinatioe taken as nil, except in the followingrevaluation, and the justification for the
mechanism, this method is notcases: same. The assumptions used for
practicable. # An active market exists for thatestimating fair value are also to be
# Internally generated intangibles particular intangible asset, and probablyisclosed
other than goodwiill will exist at the end of useful life. The # The revaluation surplus related

In many cases, corporate generateesidual value of the asset can béo intangible assets at the beginning
intangible assets internally. Usually, themeasured reliably with reference to theind end of the period. Any restrictions
expenditure incurred for developingmarket price. on distribution of such surplus to
such assets is classified under two # A third party committed to shareholders are also to be disclosed.
phases: purchase the intangible asset at the end
i) Research phase, and of useful life at a predetermined price.  IAS 38 identified major identifiable
ii) Development phase Presentation and Disclosure intangible assets, and makes an attempt

Costs incurred during research IAS 38 prescribes stringentt0 address the issue of fair value
phase are always to be treated agisclosure norms for intangible assetddetermination of those assets. IFRS
expense, and to be written off in the samEor each class of intangible assets, botPecifically considers those intangible
year. internally generated and other intangibl@SSets  that ~are purchased or

However, the expenses incurredssets, disclosures required are manuf&ctured. ”Ijowe\:jer, SOoMme
during the development phase should # Whether the useful life is finite or il = LGl R,

e o - 3 management skill etc. are not identified
be capitalized. Any expense, oncenfinite. If finite, the useful life of asset, separately under IAS 38. Analysts also

expensed can not be capitalized. the amortization rate used, and th ften ignore these assets during the
Measurement of Identifiable mgaBuremelese Ol the-assgt, analysis of an entity. International
Intangibles Subsequent to Initial # The method of amortization Used-Accounting Standards Board (IASB)
Recedpition # The gross carrying amount, themay consider identifying more and more

IAS 38 recognizes following two accumulated amortization, and thentangible assets under the purview of
models for measurement of intangibleaccumulated impairment losses at theas 38.
assets subsequent to initial recognitiorbeginning of the year and at the end of;eferences:

Under Cost model, the year. 1. Barry J Epstein and Eva K.
the intangible asset should be carried # Very detailed item wise  jermakowicz (2008) "Interpretation and
forward at cost less any accumulatedeconciliation of the carrying amount,  application of International Financial
amortization and any accumulatechoth at the beginning and the end of Reporting Standards”, John Wiley &
impairment losses. the period. However, the comparative  Sons, Inc., PP 292-321

Under statement is not required. 2. Hennie Van Greuning (4th Ed.),
Revaluation model, the carrying amount  # Amortization charges of intangible  “International Financial Reporting
of the intangible asset is the fair valugyssets are to be shown in the Income Standards- A Practical Guide”, The
less accumulated amortization and angtatement. World Bank, Washington D.C. PP198-
accumulated impairment losses. # When an intangible asset is being 201
Assessment of Useful Life considered having infinite useful life, 3. Abbas Ali Mirza, Magnus Orrell, and
The useful life of an intangible assetthe reason behind considering it so. The Graham J. Holt (2nd Ed), "IFRS -
may be finite or infinite. carrying amount in such a case along Practical Implementation Guide and
# An intangible asset with finite with the significant assumptions  Workbook", John Wiley & Sons, Inc.
useful life is to be amortized on anundertaken also has to be disclosed. PP 330-34a
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Telecom Revenue Assurané
- An Introduction

Anand Vasudevan*

Mobile Telephony - Background Note  offerings become more complex

he History of Cellular or Mobile coupled with subscriber growth, the
TTeIephony date way back toservice providers are more vulnerable

1947 when Bell Labs introducedto revenue leakages. Hence the role o/
the idea of cellular communications withRevenue Assurance function become
the police car technology. It hascritical for the service providers. In a
evolved over a period of time and themanufacturing unit the product takes

ssurance on the completeness
d accuracy of revenues

cccccccccccccccc

eeeeee
nnnnnnnnnnnnn

first commercial launch of cellular its shape through a step by step process The RA function carries out a huge
service based on GSM technology tooland controls can be built in variouslaundry list of activities in its pursuits

place in the year 1991 and CDMAstages so that the product reaches tl@d some of the important ones are
technology in 1995. The Mobile final stage as per the standards angiven below :

Telephony was introduced in India inspecifications including quality.
1995 when the Government of IndiaHowever in the case of
granted licenses to set up cellulafelecommunications the finished
services in the four Metros which wasproduct i.e. the service is not a tangible”
later extended to the whole of India. Thene though there are assets which helps
subscriber growth exploded since thein providing the service like Towers,
and India reached the 400 million markMSC, BTS etc., There are various
in April 2009. India remains one of thesystems which work in tandem right"’
fastest growing mobile markets and afrom the moment the customer decides
per the study conducted by Gartner i¢0 use the mobile network either for,
expected to cross 770 million by 2013voice or for any other value added
registering a CAGR of 14.3 per cent withservices. Various systems interlink with
penetration levels at 64%. The revenueach other and that too in nano seconds
generation is expected to exceed 30br a real time execution. Whether all”’
billion dollars. The major portion of the these calls and various other value
business will be in prepaid which isadded services used by the customers
expected to grow from the present levehire properly captured and charged or
of 93 per cent to 96 per cent billed for revenue recognition is the
challenge faced by the industry and”
Itis estimated that service providersthere egmesgine liclefoyiReventcy

i Assurance Function.
lose close to 3% of their total revenue

due to revenue leakages and théhe Revenue Assurance functionwill
estimated revenue loss is about 756MSU"€

million dollars. The reason for revenue® Comprehensive monitoring of end
loss is on account of data loss between to end revenue flow

systems, external frauds and inadequatg |dentify leakage issues before they\/
controls and procedures. Thisnotonly syrface and ensure proper closur

decreases the profitability but also  of jssues

P i 1 experience
*B.Com, AICWA, Sr. Manager- Revenue ® Optimize the existing investment
Assurance, Sistema Shyam Teleservices Ltd and assets v
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New product testing

CDR generation monitoring
MOU trend monitoring
Prepaid balance check
e-Recharge balance check

Subscriber matching between HLR
and billing systems

Subscriber profile matching between
HLR and billing systems

IN flag check

SMSC and billing system control
check

Interconnect traffic validation

v' B-Table Audit

Postpaid pre-bill audits

Billable Vs Billed Subscribers for
Postpaid

Content CDRs monitoring

v Content CDRs - matching Vendor

Gateway and Billing System
New number series launch testing

& Roaming - TAPIN file validation

with back charged in billing systems

Roaming - TAPOUT file validation
with invoices raised by DCH to other
partners

Optimal call routing analysis
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Some of the Revenue Assurance@attern which can be validated ormpossible to verify the correctness of
areas are explained as follows : monitored and any abnormal deviationgach and every individual customers a
1. New product testing or outages are monitored accordinglysummary level check of opening
The total switch MOU can be comparecbalance, recharges, all credits less
with the total billed mou which includes usages, debits and other adjustments
Sostpaid, prepaid and inbound roamingare considered. The derived balance is
then compared with actual balance. Any

ajor variance is escalated to the IT team
or necessary resolutions.

Marketing develops the new
products based on the needs of th
customers, competition offers etc., y oy
Before the new product is gettingS: CDR generation monitoring
launched marketing sends a The calls made by the customers ar:
communication to the Revenuecaptured by the switch/MSC in the form
Assurance function to carry out theof CDRsi.e. Call Data Records, the CDR
User Acceptance Test or UAT so thaformat which is getting captured by the  There are three types of recharges a
when the product is launched in theMSC will have lots of data filed like date, customer can do i.e. physical recharge,
market there are no surprises to thé#me stamp, call duration, cell_id, callinge-Recharge, and recharges through
customer experience. RA experience thearty, called party, etc., Hence it iSATM/Internet. In the e-Recharge the
product before the customer experiencenperative for the company that all thesejistributor pays the money in advance
in that sense RA plays similar role ofCDRs are captured correctly so that th@et of his commission and buys the
Quality Assurance in a manufacturingmediation pulls these CDRs for propefirtime in bulk. The balance then is
industry. RA performs the UAT to extraction and for charging. The CDRtransferred to the FOS who in turn
ensure that the proposed tariffs whicHiles are generated in sequence and tgansfers the same to the retailers and
are getting launched are configuredresh CDR will be generated either whenhe customers recharge his talk time
correctly in the billing system. the size exceeds the prescribed limithrough these retailers. The distributor

various call scenarios like mobile todefined in the switch for e.g. 2 MB or palance is thus similar to a transaction
own mobile, mobile to other mobile, &fter lapse of prescribed time say Zccount wherein he gets his opening
mobile to PSTN, mobile to WLL(M), hours which ever is earlier. Thus theyalance, then any additional purchases
mobile to WLL(F), local, STD, ISD, \wice files generated by the MSC can b&yill be added and all the tertiary
usage, SMS, GPRS, CRBT, Contenfracked for its sequence and any missingecharges will be reduced the derived
downloading and any other VAS areCPRs can be found out. CDRs will getyalance is then compared with the actual
tested. In the case of Postpaid after tg€nerated for each MSC and theyjance in the e-Recharge distributor
testing the rated CDRs are fetched frorfn€diation pulls these files from thepajance account. Any variance is then
the billing system and compared. In théWitch and process the raw CDRS likscalated to the IT team for necessary
case of Prepaid the balance before thétering etc., and pushes to the downectifications.
call and after the call is taken to derivetreams like  billing  systems, o o 0o o between
the tariff for verification. In case of interconnect, business intelligence etc., the HLR and the Billing Systems
Prepaid other terms and conditions of "® CDR losses could be attributed to : : , .
the product like Validity, Free talktime CDRs lost Ui S S BErE CIFE fII’S.t defme_d in

y ' the HLR or the Home Location Register

R e e e RsRecTallbEnGils IR BbICHR s in the Switch. When a call is initiated

;e;gl{[(;i?eghafglllnt%én:Ss\?eoressgxsse;.é CDRs late to mediation and billing the first level checks happens in the
i 9 Failure to generate CDRs HLR and then only the call routing takes

documented and results are compared ;
" . _r lace. First of all the customer needs to
against the approved tariff plans. Any Hence the mediation CDRs and thge active in the HLR to make the call

variations are escalated to the IT tearawitch CDRs are compared to ensur .
for necessary rectifications. Uponno data loss in the system and also t?oar:%zny?gcgr:tsljrgng%rlzinélfigigrlf
|nt|mat|on from IT RA reperforms the find out the volume of gaps, if any. customers aresacivain G ilE
testing. Once all the issues are resolvedl prepaid Balance Check

e o Combleted RA billing systems. The customers IMSI
X 9 e The prepaid balance check is théInternational Mobile Subscriber
gives the clearance to the Marketing fogu

the commercial launch of the product mmary verification_o_f all customersidentity) number is extracted from the
A “accountin the IN. Individual customersHLR and the billing system which are

2. MOU trend monitoring gets his initial credit upon activationthen reconciled. The exceptions like

The minutes of usage in the entireand later on he topups his balance amslibscribers in HLR and not in billing
network is captured at the switch eithestarted using the network. Thesystem and in billing system notin HLR
in the form of seconds or erlangs. Thestndividual customers balance has to bare identified and the same is escalated
minutes are monitored on a daily basiserified whether proper decrement igo the Network and IT team for
to ensure that there exists a MOUhappening. Since it is practically notnecessary rectifications.
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7. Subscriber profile reconciliation comparison. Any abnormal variance i$ills have been generated sample bills
between the HLR and the Billing escalated to the Network team foare taken and checked whether the
Systems necessary rectifications. charging, reflection of previous amount

The subscribers profiles like STD, 10. Interconnect traffic validation paid, amount outstanding etc., are
ISD, GPRS, SMS, Roaming, etc., are |n |ndia the concept of calling par,[ychecked. Total billable versus billed and
defined separately in the HLR as well ifyay regime is in place i.e. the callingiSPatched count of customers are also
the billing system. When any of thesgyarty is charged for the service and n§'©SS checked to ensure no customers
service facility is initiated by the charges are recovered from the calling"® eft outin the billing.
customers firstitis checked in the HLRparty j.e. in simple terms the incoming

to allow the customers to make use Ofajis are made free in India unlike inother  The customers of any service
these facilities. Hence it is importantcoynries wherein both the calling anghroviders can use the services not only
for the company to ensure only eligiblezaled party gets charged for the sam their home network but also can roam
customers are active in HLR and thea||. |nstead of charging the customerg, other states of the same network or
billing systems. The customers IMSlihe service providers recover thisyther operators network. Similarly the
(International Mobile Subscriber amount through the interconneciygher operator's customers can roam in
Identity) number is extracted from therevenue when the calls made by thghe service providers network. While
HLR and the billing system which aregther operator lands in their networkine former is termed as "outbound
then reconciled. The exceptions likernere will be an interconnect agreemenoaming” the later is called as "inbound
subscribers in HLR and not in billing for the same between the operators. Th8aming”. In the case of outbound
system and in billing system notin HLRcharges vary based on the type of call$,aming the service providers receives
are identified and the same is escalateghich are getting carried viz., local, NLD o T AglN files frompother e o
to the Network and IT team for (National long distance) and ILD 4 sends outTAPOUTfiIesir?the case
necessary rectifications. (International long distance) traffic. To ¢ inbound roaming. The roaming
8. IN Flag Check carry the traffic between the operator§ iements happens.through e

The subscribers in the HLR needs$eparate trunks are established and t%? Data Clearing Houses who receives
to be tagged separately so as t§affics are pumped through these,\ sonqs the roaming files and helps
connectitto the IN hence all the prepaid'unks. The traffic volume in seconds, o roaming settlements happens
customers should have this flag whictf'® 8ggregated and invoiced in minuteg .\ - 1h e operators. Revenue
is referred as CAMEL or OYSC flag in to all the opera?ors. The traffic deta'lsassurance e e Pt e
the network. If the prepaid customerd"@M the switch ‘and from the b\ o oo backcharged and all
are not tagged there is a probablgterconnect billing systems are'e[APOUT files are invoiced to the
chance of these customers being actiVgPMPared. Any variations observed arlroaming partner by the DCH.

in HLR without being charged for their €N escalated to the IT team fo

] ecessary clarifications  andGlossary
usage. Hepce customer dump with ”\?ectifications. CDR - Call Data Records
flag is retrieved from the HLR and

- - - SMS - Short Message Service
compared with the IN dump and any!!- Postpaid Pre-bill Audit 9

et . 1 GPRS - General Packet Radio Systems
deviations found are escalated to the The postpaid subscribers are '[hos\t;AS “Value Added Services y

Network team for necessarywho have availed the services during & 4
: g SM - Global standards for Mobile
rectifications. given period and the charges for th N
same are billed later normally at the en DMA - Code Division Multiol
of the bill cycle. Before the bills are - Code Division Multiple

_invoiced to the customers sample bill§*CC€SS
The SMS sent by the subscribergre generated and checked for it§AT - User Acceptance Test

are routed via the SMSC or the SMSsccuracy in terms of correct charging oRA - Revenue Assurance
centre. The total count of SMS MOmonthly rentals, tariffs are charged aé! - Information Technology
registered is compared with total counper the plan taken by the customerd!SC - Mobile Switching Centre
of SMS registered in the billing systemsdiscounts or free minutes if any ar8TS - Base Transceiver Station
i.e. postpaid, prepaid, and outroamingppropriately applied etc., are verified=OS - Feet on Street

SMS. The application SMSs generatednd the clearance is given by thélLR - Home Location Register
by the service providers like SMS toRevenue Assurance function. Normally/LR - Visiting Location Register
various VAS services and there will be four to six bill cycles in a DCH - Data Clearing House
announcements are to be removed fromonth depending on the number oNLD - National Long Distance
the SMS count to have a one orcustomers in the system. Also after th&_D - International Long Distanca
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TAXMAHNRN'S

SERVIGE TAK PUBLIGATIONS

AS AMENDED BY FINANCE (NO. 2) ACT 2009
&
NOTIFICATIONS ISSUED ON
1ST SEPTEMBER 2009 ON NEW SERVICES

SERVICE TAX -
HOW TO MEET YOUR OBLIGATIONS
LA X The most authentic & comprehensive commentary on Law relating to
- service Tax covering the entire gamut of Case Laws/Departmental

Circulars & Motifications as well as statutory provisions

ha 5.5, Gupta 7th Edn,, 2009 (2 Val. ) Rs. 1975 for a set of two volumes
SERVICE TAX READY RECKOMER
& Incorporating comprehensive & practical analysis of Taxable
— Lervices/ Valuation of Taxable Services/ Service Tax

Procedures/Exemptions/Import & Expart of
services/Cenvat Provisions

V5. Datey 13th Edition, 2009 Rs. &S0
CERVICE SCRYICE TAX MANUAL
i A complete compendium of Statutory Pronisions /Rules framed under

= *ervice Tax/Cenval Credit Rules with Service-wise Compendium of

» Circulars & Motifications
- 14th Edition, 2009 Rs. 450

SERVICF TAX
et CIRCULARS & NOTIFICATIONS
—— [1994-2009]

|

== 4th Edition, 2005 Ra, &50
o GOODS AND SERVICE TAX
AN 9 3
e A comprehensive guide to conceptual Framework
| of Goods & Service Tax
Abhishek &, Rastogl/Aditya Kurmar Rs, 250
. | —_— o &
' -— — :
i Errasil Post
Call a Dgaka AN LT TAEMANN
Al us Fax SO/, Mow Rohtak Road,
FL-11-45HG33332 9-11-45002 223 Hisve Dadld - L1050 005
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TAXMANN'S

LAW & PRACTICE RELATING TO
NEW
FOREIGN
TRADE
POLICY

[27TH AUGUST 2009 - 31ST MARCH 2014]

A Comprehensive Commentary on
New Foreign Trade Policy

Also Incorporating
® Export Promotional Measures ® Tan Provision relating to EOU

@ Duty free Import Autharisation ® SEls

® DEPE Scheme ® Text of New Foreign Trade Policy

& Duty Drawhach ® Text of New Handbook of Procedures
& EDU/STP/EHTP/BTU

FRICE RS. 4T5

GUIDE TO =

COMPANIES BILL 2009 &

With:
+ Comparative Analysis of provisions of Companies Acl 1056 & Companies -
Bill Zour

+ Comprehensive analysis of changes proposed by Companies Rill 2009
= Commentary on new provistons proposed by Companies Bill 2o09
- mlrﬁi ol Fm‘vhinm Frnpul-nd 1o e amitted h_-,' ﬂqmpinhﬂ B 2o BERICE BS. 550
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THE INSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

EXAMINATION TIME TABLE & PROGRAMME - DECEMBER 2009

PROGRAMME FOR SYLLABUS 2002 PROGRAMME FOR SYLLABUS 2008 (REVISED)
Day, Date Final - 2002 Intermediate - 2002 Intermediate - 2008 Final - 2008 Foundation
& Time 9.30 A.M. to 12.30 P.M. 2.00 P.M. to 5.00 P.q. 9.30 A.M. to 12.30 P.M. 2.00 P.M. to 5.00 P.M 2.00 P.M. to 5.00 P.
Thursday, Operation and Project Cost and Management Financial Accounting apitaC Market Analysis
10" December, 200p Management and Control Accounting @orporate Laws fy
Friday, Advanced Financial Managemept Information Systems Financial Management
11" December, 200 and International Finance and Technology o & International Finance o
Saturday, Strategic Management Business Laws and | Commercial and Industripl Management Accounting—
12t December, 200 and Marketing Communication Skill Law & Auditing Strategic Management i
Sunday, Strategic Tax Business Taxation Applied Direct Taxatjon Indirect & Direct—
13" December, 200 Management Tax Management =
Monday, Management Accounting— Management Accountifig— Cost & Management  Management Accounting-Efterpr@eanisation and
14" December, 200 Design Making Performance Managemdgnt Accounting Performance ManagemefptVanagement Fundamentpls
Tuesday, Management Accounting-Finandjal Advanced Financial Advanced Financial Accounting
15" December, 200 Strategy and Reporting Accounting E Accounting & Reporting
Wednesday, Cost Audit and Auditing Operation Management Cost Audit & Economic and Busines$
16" December, 200 Management Audit and Information Systems Operational Audit Fundamentals
Tursday, Valuations Management Quantitative Applied Indirect Taxatiop Business Valuation Management Business Mathematicg an
17" December, 200 and Case Study Methods Statistics Fundamentalg
PROGRAMME FOR MANAGEMENT ACCOUNTANCY COURSE - DECEMBER 2009 EXAMINATION
Thursday, 10 th December, 20p9Thursday, 10 th December, 2009Friday, 11" December, 200 Friday, 11 th December, 2009 Saturday, 12 th December, 2009
9.30 A.M. to 12.30 P.M. 2.00 P.M. to 5.00 P.M. 9.30 A.M. to 12.30 P.M. 2.00 P.M. to 5.00 P.M. 9.30 A.M. to 12.30 P.M.
Management Accountancy |Advanced Management Technigdes Industrial Relations & Marketing Organisation & Method$ Economic Planning & Developmept
Personnel Management
EXAMINATION FEES
Stage (s) Final Examination Intermediate Examination Foundation Course Examination Management Accountancy Examinatign
One Stage (Inland Centreq) Rs.800/- Rs.700/- Rs.700/-
(Overseas Centres) US $ 100 US $ 90 US $ 60 Per Group Rs. 2500/-
Two Stages (Inland Centres) Rs.1600/- Rs.1400/-
(Overseas Centres) US $ 100 Us $ 90

AWN =

()]

. Application Forms for Foundation Course, Intermediate and Final Examinations are available from Institute's HeadieBieid et $treet, Kolkata, Regional Councils and Chapters of the Institute
payment of Rs. 30/- per form. In case of overseas candidates, forms are available at Institute's Headquarters only 6t/Balyd@peoform.

. Lastdate for receipt of Examination Application Forms without late fees is 25th October, 2009 and with late.f266/eisd th November 2009.

. Examination fees to be paid through Bank Demand Draft of requisite fees drawn in favour of the Institute and payalée at Kolka

. Students may submit their Examination Application Forms along with the fees at ICWAI, 12 Sudder Street, Kolkata -700@%tbORiEes or Chapter Offices. Any query can be sent to Sr. Director

(Exam.) atH. Q.

. For December 2009 term of Examinations questions on the subjects - "Business Taxation" and "Strategic Tax Manageabot R6024& "Applied Direct Taxation", "Applied Indirect Taxation" and
" Indirect & Direct Tax Management" for Syllabus 2008 will be set considering the Finance Act, 2008 involving Assessm200Ye2010.

. Examination Centres : Agartala, Ahmedabad, Allahabad, Asansol, Aurangabad, Bangalore, Baroda, Bhilai, Bhopal, Bhulaspsw&oBaro, Berhampur(Ganjam), Calicut,Chandigarh, Chennai

Coimbatore, Cuttack, Dehradun, Delhi, Dhanbad, Durgapur, Ernakulam, Faridabad, Ghaziabad, Guwahati, Hardwar, Howrah,IHgdesabaigur, Jalandhar, Jammu, Jamshedpur, Jodhpur, Kaly:
Kanpur, Kolhapur, Kolkata, Kota, Kottayam, Lucknow, Ludhiana, Madurai, Mangalore, Mumbai, Mysore, Nagpur, Naihati, Naslikéenji(Goa), Patiala, Patna, Pondicherry, Pune, Rajahmund
Ranchi, Rourkela, Salem, Shillong, Surat, Thrissur, Tiruchirapalli, Tirunelveli, Trivandrum, Udaipur, Vellore, VijayawabgaWawhr, Waltair and Overseas Centres at Dubai and Muscat.
. A candidate who is completing all conditions will only be allowed to appear for examination.
. Probable date of publication of result : Foundation - 1st February 2010 and Inter & Final - 20th February 2010.

C. Bose
Sr. Director (Examination)
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Examination Programme

The institute of Cost and Works Accountants of India
Examination Time Table & Programme - December 2009

CERTIFICATE INACCOUNTING TECHNICIANS [ CAT]

Day & Date Time Foundation Course (Entry Level) Part - |

Monday, 14' December, 2009 02.00 P.M. to 05.00 P. Organisation and Management Fundamentals

Tuesday, 18 December, 2009 02.00 P.M. to 05.00 P. Accounting

M
M

Wednesday, 16December, 2009| 02.00 P.M. to 05.00 P.M.  Economics and Business Fundamentals
M

Thursday, 1% December, 2009 02.00 P.M. to 05.00 P. Business Mathematics and Statistics Fundamentals

Day & Date Time Competency Level Part — Il
Thursday, 16 December, 2009 09.30 A.M. to 12.30 P.M.  Financial Accounting
Friday, 11" December, 2009 09.30 A.M. t0 12.30 P.M. = Applied Statutory Compliance

.Examination Fees

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

Competency Level Part — I Rs. 700/-

. Application Forms for CAT Examination will be available from Directorate of CAT at "ICWAI Bhawan", 3,
Institutional Area, Lodi Road, Delhi - 110 003. Cost of Form Rs. 30/- per Form.

. Last date for receipt of Examination Application Forms without late fee is 25th October, 2009 and with late fee of
Rs. 100/- is 4th November, 2009.

. Examination Fees to be paid through Bank Draft of requisite fees drawn in favour of "ICWAI A/C CAT" payable
at New Delhi.

. 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.

. 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, Ernakulam, Faridabad, Ghaziabad, Guwahati, Hardwar, Howrah, Hyderabad,
Indore, Jaipur, Jalandhar, Jammu, Jamshedpur, Jodhpur, Kalyan, Kanpur, Kolhapur, Kolkata, Kota, Kottayam,
Lucknow, Ludhiana, Madurai, Mangalore, Mumbai, Mysore, Nagpur, Naihati, Nasik, Neyveli, Panaji(Goa), Patiala,
Patna, Pondicherry, Pune, Rajahmundry, Ranchi, Rourkela, Salem, Shillong, Surat, Thrissur, Tiruchirapalli,
Tirunelveli, Trivandrum, Udaipur, Vellore, Vijayawada, Vindhyanagar, Waltair.

. A candidate who is fulfilling all conditions will only be allowed to appear for examination.

. Probable date of publication of result : Foundation Course (Entry Level) Part - | is 1st February 2010 and
Competency Level Part - Il is 20th February 2010.

C. Bose
Sr. Director (Examination)
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= - emissions that cause the phenomenon.

N eW D I m e nS I O nS Of Due to this the rise in the temperature
on the earth surface is causing the

melting of the polar caps and the snow

Carbo n Trad i n g = A BOO n glaciers in the mountain peaks.

It is already reported that the

. Antarctica ice shelf is breaking and
for G IO bal Warm I ng and cracks have been observed in a large
area due to global warming. If the
5 warming and the Green house gases are
CI I m a_te C h an g e not arrested temperature will rise
beyond 4 degree centigrade as against
Dr. B.K Mohanty* less than 2 degree centigrade at present.
It is estimated that if the entire
reen house gases, found in thelecades and its projected continuatiointarctica ice shelf melts down, the sea
atmosphere, cover the earth likecaused by a steadily thickening blanketevel will rise about 70 meters when all
a blanket. Of all the green houseof human induced GHGs such aghe major coastal cities of the world will
gases emitted into the atmospherecarbon dioxide, methane, nitrous oxidebe sub merged for ever deep down. If
carbon dioxide and methane are thand fluorinated gases used inthe temperature is allowed to rise
largest concentration. Together theyefrigeration and semi-conductorfurther, the perennial rivers of the
make up about 90% of the green housmanufacturing. Himalayas and the elsewhere will
emissions. The green home effect was Historically, main contributions to disappear causing untold miseries to the
given its name by French physicist Jeaglobal warming have been on accounpopulation in the valleys and in the
Bapist Joseph fourier in 1827. Heof human induced activities such aglains of these rivers due to the
compared the earth's atmosphere to fdssil fuel consumption, industrial uncontrolled floods followed by severe
closed glass vessel. He identified withactivities, agriculture systems,droughts. There will be mass migration
the green house where plants are kepthanging land holding pattern andof population resulting in conflicts and
He observed that air around the eartivaste decomposition carried out in thenilitary interventions among the
filters in the sunlight exact like a glassdeveloped countries and the economieountries causing violence and
roof and therefore gave that name ten transition, which have beenbloodshed unheard of the past.
the phenomenon. Global warming cartesponsible for 75% of the GHG
be described as the rise of temperaturemission. India's vast population depends on
of the earth due to the excessivesreen House Effect (GHG) climate sensitive sectors like agriculture,
increase in the concentration of green 5 0an house gases are thostorest and fishing for livelihood. The
house gases. Global warming is alsq,ays  constituents of  theadverse impact of climate change in the
knovyn as the green house effect. If i tmosphere- both natural andform of increased temperature and
continued at the current rate by the Yealnthropogenic that act as a partiafecrease rainfall would create many
2100, the temperature of the earth iy ;nyet that trap some of the thermaproblems in the country.
expected to rise by 1.8 to 4 degreggiqtions from the earth's surface and Table-1 depicts the major culprits of
Celsius. The_ Sunderbans, spread OV&fakes it substantially warmer than itgreen House gas emissions of the world.
parts of India and Bangladesh, are g4 otherwise be. The phenomenorit has been seen from the above table
large group of islands having theqs a0 0hing of heat by atmosphericthat highest per capita emission of 20.6
farmers mangrove forests and are homg, o’ yithin the surface - tropospheréons has been recorded by US and at
to Royal Bengal tiger. Th_e Se8 IeVelsystem and there by rising earth'she same time Canada's emission per
around the Sunderbanas is rising dugi,,qnhere temperature is called "Greeoapita was stood at 20.0 tons. Russia
to the global warming a.md the island ouse Effect." remained at the third place having per
are L.Inder threat. of getting submerged. Due to the burning of the fossil fuelscapita emissions of 10.6 tons during the
The information is that two of the 102. " ' - «study period frahi 1 So0ko 2 un AN R
islands have already been submerge i aqtomoblles an.d industries Y bel et i
= NeT9€Giorldwide and more so in the developedoer capita emission remained at the
In fact the effect of carbon dioxide ..\ ntries particularly US which lowest at 1.2 tons. The per capita
on the average temperature on the eartf, i, tes to the maximum comparecemission of China and India remained
was studied by the Swedish scientisf others, the carbon dioxidebelow the per capita emission of the
Svente Arohenious more than a century.,, cantration in the atmosphereworld which was remained at 4.5 tons
ago. Global warming refers 1o increasgy,,qsphere solar heat and reflects bagkuring the above study period. It has
in the average temperature of the earthig, "o 1ty to cause global warming. Inbeen revealed from the above analysis
near surface air and ocean in receéMygition methane gas emissions fronthat the developed Countries are the
*Reader, Faculty of Commerce, Banarasgriculture animals also contribute andnain culprits of the Green House Gas
Hindu University, Varanasi together known as green house gagmissions.
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The most surprising countries Table-1 Green House Gases ( Major Culprits)
figuring in the category of sliders are I i
the US, UK, Canada, Germany, Italy an j Country CcOo2 emissionsGrowth rate (1990t CO2 emissions per
Russia. These six countries belong to—— Elllon iuiis) 2068 Gapita) (Qiens)
the G-8 club of the world's richest gﬂ!ted lales 5%%‘;6 1%59 322'6
countries controls over 65% of the Ru'sns?a 1504 )23 1'06
world's economy. However, France ant-—- :

India 1342 97 1.2
Japan, the other two members of thvJ 1257 17 99
have improved their performance apan :

group, Germany 808 (-) 18 9.8
on the development front. ~ [Canada 639 54 20.0

Compared to 2000, the HDI rankings United Kingdom 587 01 98
of the year 2007, is of bit shocking. The Korea 465 93 9.7
US has slid from 3rd position to 12. The Italy 450 15 7.8
UK has dropped from 10 to 16 Germany World 28,983 28 4.5

has gone down from 14 to 22. ltaly hassrce Times of India- November 29, 2007
stands at 20 compared to 19 in 2000,

and Russia is down to 67th positionWhile we are so vulnerable to theCarbon Trading

from 62 in last report. But, Japan hasslightest difference in temperature, the Generally till now we have two types
improved its position from 9 to 8 andearth’'s expenditure is projected toof carbon trading,namely (i) Emission
France has moved up from 12 to 10. Théncrease by 5 degree centigrade in thgading and (ii) Off set trading. Before
HDI ranking is a combined measure of21st century. knowing about the above two tradings,
long and healthy life, education and Another reason why it is critical for it is wiser to have an understanding
standard of living. Some 177 countriessvery country to act urgently onabout the emission permit. Emission
are ranked in 2007 while 174 countriescurbing green house gas emissions igermit in other words known as carbon
were ranked in 2000. The rankings ar¢hat while pollutants like sulphur credit. The units are expressed in terms
done on the basis of data of two yeardioxide, acid rain and hydrogenof carbon equivalent. Each units gives
ago. sulphide can be easily cleaned upthe owner the right to emit one metric
Some other European countries havéarbon dioxide emissions can remain irion of carbon dioxide or other equivalent
made significant improvement in theirthe atmosphere for centuries. green houses.

rankings. Spain has shot up from 21 to Table-2

2000 to 13 in 2007 while Ireland has
improved from 18 to 5. India remains at
the same low position of 128. In the Sub-
continent, Srilanka has dropped
drastically from 84 to 99, and Pakistan
has slid from 84 to 135 to 136. But, the
other three of our neighbours have
proved their rankings - Bangladesh from
146 to 140, Nepal from 144 to 142 and
Bhutan from 142 to 133. Brazil and China
which often draw comparisons with
India, have both performed well
improving their positions. Brazil now
stands at rank 70 compared to 74 in 2000,
while china has zoomed up to 81 from
99.

Eleven of the 12 warmest years since
1850 have occurred between 1995 and
2006. The trend of global warming for
the last 50 years is nearby twice that for
the last 100 years. An increase in
temperature of two to three degrees
centigrade in India can reduce farm
income by 10- 25%. A four degree
centigrade rise in temperature in
Bangladesh can crimp rice production
by 30% and wheat production by 50%. Source- Human Development Report-2007

Human Development Index (HDI) Rankings
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There is another variable of carborbased on the survey report, the UNheir carbon foot print is not controlled
credit. The logic behind this trade is thatertification body will issue credits. If for instance, the fear of regulations like
if a country will invest some amount of credits are not issued the factory ol carbon tax in the future. Right now,
money in such projects in which thecompany has nothing to sell. one carbon credit is valued at Euro 13
green house gas emission can bgolume of Carbon Credit Sale (roughly Rs. 756.00). TATA Steel the
reduced to some extent can earn the Trade in the world of Green Houselargest company hopes to earn a million
credit from such type of projects. Gas credits market rose 80% in the yediertified emission reductions (CDR) or
Suppose the country builds thermabgo7 as emission rules became §arbon credits per annum. At current
plant which emits 1000 mw emit 500 concern, for more companies. Globaprices it will add close to Rs. 76 crore to
carbon dioxide in the atmosphere. If the.3rhon credit trade rose to $60 billion inStill giant's bottom line. TATA Steel has
same country builds a project of 1000006, Total traded volume in the globaldot ton into a unique arrangement with
wind energy plant, the country earnedyarket reached 2.7 billion tons of greer’eW energy and industrial technology
a credit of (1000-500) 500 carbonpguse emissions reductions inPevelopment organisation, a Japanese
equivalent. 2007.Nearly two thirds of the global €ompany. This firm supplied technology

The first type of carbon credit trading volume last year occurred or@nd employment to two of TATA Steel's
discussed above is known as emissiothe European Union emissions trading?fojects in exchange for carbon credits
trading where as the second case wagheme, with 1.6 billion tons of greenthat will be generated by the projects
known as the offset trading or base lingyouse emissions changing hand&or a period of ten years. One such has
and credit trading. According to Kyoto worth$41 billion. The secondary marketthe potential to earn 1.5 lakh carbon
protocol a country has to reduce hefn issued CDM credits rose from 4ocredits a year. In, all there are about 14-
emission level by 52% of the total carbommillion tons and $836.2 million in 2006, 15 projects in TATA Steel's pipe line.
dioxide. Suppose a country, India haso 350 million tons and $8.36 billion in Indian Emissions Markets
emitted 1000 carbon equivalent so h@007. The other major market was the Getting technology to reduce
should reduce 52% means alternatively)N's Clear Development mechanismgcarbon emissions from Europe and
he is permitted to emit 948 units andunder which 947 million tons of greenother Developed nations is proving to
further if the country has been able tthouse emissions were traded, wortlbe an expensive proposition. Seeing an
reduce faster, the number of units goeg17.5 hillion. opportunity in India, leading global
as credit on his favour and the credit so  chennai's Olympia technology parkfinancial service providers like, Cantor
earned can be exchanged to othgg gne of the first commercial buildings CO2e, are tying with local entrepreneurs
countries which are in need of the samgp, |ndia to go in for carbon trading. Ato develop and market indigenous
The opening countries have given thgyrowing number of Indian firms technologies. Cantor CO2e has signed
freedom of exchange among themselvegrespective of their size and acrosMoU with Abhitech Energycon,
their emission quotas. industries are now reaping a newnvolved in conservation of all types of

In another case, if the country hasmonetary harvest called carbon tradingfuels, for its indigenous energy efficient
not been able to reduce its quota 52%n fact, India has the highest number ofechnologies. Abhitech has developed
the country can buy this amount ofregistered projects under the cleariThermal” and "Thermact" products
carbon equivalent from any otherDevelopment Mechanism (CDM)- a factwhich have wide applications in various
country through emission trading.confirmed by our Finance Minister P.industrial sectors- as a result of advance
There is an alternative route. TheChidambaram during 2007-08 budget.'R &D efforts.
country can invest in carbon projectsindia has also strongly promoted the Another company which cantor
abroad to earn carbon credits andlean development mechanism unde€O2e plans to tie up with- Shakti Pumps
thereby to meet the obligation ofthe Kyoto Protocol and has the world'gIndia), which manufactures efficient
reduction of the quota fixed. It is largest number of CDM projects." hewater pumps, to supply water pumps to
understood from the above that if asaid. Consultancy firms assistmunicipalities to generate carbon credit
country helps in emission reductioncompanies in the carbon business$or them. Municipalities can save up to
programme of a third country, the creditMilton Consultancy Services Ltd 30% energy by these energy efficient
earned through the process will help th&elped a construction company fromwater pumps. Shakti pumps, established
country for compensatory if there is anyPune to become the first Indian companyn January, 1982 as a partnership firm
failure to fill up the quota fixed as perto receive money for Carbon trade inhas undergone many changes in

agreement. If such a joint venture is2006. partnerships before being converted
taken with another annexure-1 countryPlanning to Tap Carbon Trading Mart  into a public limited company. It has a
it will be called "joint implementation" In the US and Europe, recent surveyurnover of Rs. 63 crore today.

and if it is taken along with any indicate that three out of every four Mumbai based MBP technologies
developing or under developed countrcompanies are trying to measure thés another company with which
it is called "cleaned Developedamount of GHG that their businesscantorCO2e plans to form an alliance
Mechanism". To get the carbon creditgenerate. More than 95% of companies/hich can make fuel oil more efficient.
the concerned factory will be auditedpolled in these Countries believe thereCantorco2e is also in talk with few other
and certified by designated surveyorsis some business risk in the future ittechnology suppliers, whose
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innovative technology can reduce greeiit not for the money the creditsacquisition. Also, there, could be
house gas emissions compared to thgenerated. Companies would already bembiguity regarding the date from
conven-tional ones. earning revenues through the sale ofvhich the holding period should be
A New Trading Scheme for India efficiency credits. Companies thatreckoned i.e. at the time of verification,
India is going to join very soon a invest in their own renewable energycertification or sale of CERs. All of the
small group of nations, including Italy POWer sources could be awarded extrabove is relevant to determine whether
and France that allow intra countrycredits, both for generating clean powethe resultant capital gains should be
trading of energy efficiency credits. A 0rid. If these proposals are |mplemented;a>§ed at 20% (belng long term capl_tal
trading scheme proposed by thethe' country, according to BEE ga!n) or at 30% (being short term capital
national Action Plan Climate Change€Stimates, could save roughly 10,00@ain).
could come to life by mid 2009. FifteenMW or 7% of the current grid  Some argued that carbon credits
of most India's most energy hungrycompanies by 2012. being regarded as capital receipt not
industries, including iron and steel,Problems of Valuations of Carbon liable to tax at all. The reasoning being
aluminium, railways, transport and Trade that the grant and sale of CERs are
chemicals will fall under this scheme. During 2007, India generated overmerely means to achieve the
Each company will first measure its 27 million carbon credits ( nearly doublebenevolent, social objective of
Specific Energy Consumption (SEC) i.e.over 2006), which not only helped Indianpreventing undesirable climatic changes
the amount of power it consumes tocompanies to so case to the world it§0 as to allow eco systems to adopt
produce one unit of output. Based, ornflinching commitments towards naturally to climate change, ensure
this, the Bureau of Energy Efficiency global environment conservation butsufficient food production and thus
(BEE) will give the company three yearsalso so case its growth process. Whil@chieve sustainable development. As
to improve its SEC by a certain amountthere is a huge potential for a range osuch, the income from CERs ranks as
Companies that exceeded the targgndian companies to generateper with the subsidies/ grants given by
savings can than sell the extra savingsubstantial foreign exchange revenuet® government for achieving socio-
in the form of energy efficiency creditsthrough CDM projects, there are aéconomic objectives in the interest of
to companies falling behind their number of regulatory issues that nee@ublic at large. If such purpose is social
targets. The non-performing companied0 be sorted out. Taxability of the incomeand is in the public interest, the receipts
must either buy these credits at markegarned from sale of carbon credits is ongre in the nature of capital receipts not
rates, or face stiff penalties. The first 3such issue that is yet to be addressediable to tax.
year probable would begin by financialProlonged litigation seems inevitable inRole of ICAI
year 2010. the absence of any specific provisions |CAI has now come to a conclusion
Besides industrial users the BEE alsdn the income tax Act, 1961 and lack ofthat a uniform accounting of revenue
wants to enlist ordinary citizens in itsiudicial precedents on the subject. ~ from the trade is essential. Different
efficiency drive. All home appliances will The controversy is mainly regarding thecompanies account for it in different
have energy efficiency levels that willincome head under which the incomevays as there is no guidance on the
help consumers find products thaffrom sale of carbon credits should besubject even internationally. The
consume the least energy. These in turf@xed. One view is that it is an incidentalaccounting regulator is working out the
attract a lower value added tax. Everbusiness income since CERs are earneyplide lines from scratch. Experts say
public sector companies will be obligedin the process of undertaking a businessarbon credits a tradable instrument is
to procure only the most energy efficientoroject or venture. In this sense, thenot a financial instrument as per ICAI
technologies. Banks too will be coveredncome would be taxed at the normabkccounting standards. It has to first see
by a "partial risk guarantee fund" whenrate of 30% (excluding the surchargef it could be interpreted is one or
lending money to energy efficiencyand cess) further, one can alwaysvhether it should be classified as a

projects. explore the possibility of availing tax tradable = commodity.  Another
The BEE has its work to train holiday benefits in respect of suchaccounting issue the regulator is
Government employees to conducpusiness profit. grappling with is when a company

energy audits and monitor compliance. The other view propagated is thatshould be asked to recognise revenue
This trained manpower will be expectedsale of CERs is a transfer of capital assétom carbon trading. ICAI will decide
to work with thousands of factories andliable to capital gains tax. This view iswhether it should be recognised in the
companies participating in the schemdased upon the fact that carbon credgompany's books of accounts at the
to be eligible for the UN carbon tradingis an intangible property being atime it applies to the United Nations
scheme. commercial right granted under theframe work for carbon credit or at the
By being energy efficient, Kyoto Protocol. However, it needs totime it is granted. The accounting
companies draw less electricity frombe seen whether the Qefln!t|on of capnatreatmentl will have implications on the
coal fired power plants, and emit lesg2SSet under the act is wide enough tgompany's profitability and tax liability.
carbon. The UN carbon trading ru|es!n.clude ca}rbon credit. Further, assu_mmglll now, the income earned_ by
award carbon credits only to projectdt is a capital asset, there could be issuggansaction of such carbon credits is
that would have been unaffordable weré" ascertaining its real cost oftreated as additional income in the
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absence of accounting standards. Theteelped in rain water harvesting projectsthat is used by electric motors. Devices
is an absolute urgent need to establisMore than 1300 water harvestingto regulate the speed of a motor can
accounting standards on emissionsstructures have come up withreduce their energy consumption by
especially since is generating enouglnvestment of rural households in their50% in many applications. But
certified emissions reductions (CERs)espective villages, where it directlyunfortunately, now less than 10% of
or carbon credits. Carbon credits couldenefits the people, particularly womenmotors are equipped with such a device.
attract concessional capital gains tax gkecommendations Fitting them to all the motors would
the time of transaction. The (1) At present, nearly 80% of our@void 200 million tons of carbon Di-
concessional capital gains tax could b@nergy comes from burning of fossiloxide emissions per year. There are
applicable for a holding period of onefye|s- the greatest source of GHGs. Th&any energy saving opportunities like
year. In case carbon credits are treategltion plan talks about increasing thdhis. Industry can make a huge positive
on par with equity shares, these couldnare of solar energy and it is welcometontribution but political will and
even attract securities transaction taxyowever, there is no mention ofSupport are needed to exploit its full
Initiative from the Corporate Sector  enhancing the production of nucleafPotential. There are many things that

Corporate india's "Green" initiative energy which is 3% (about 3,100 Mw)Politicians can do.
seems to have acquired a lasting hu@f our total energy. Now, when the (4) Create incentives for business
Companies like Maruti Udyog, prospects of the India- US nuclearand local authorities to save energy.
ITC,Ciron India and Orient paper agreement getting through are brighteifhe fairest would be a global price on
Industries have taken special initiativein the changed political scenario, theemissions through a trading system.
on the environmental front. Maruti nuclear energy programme should bd his will take time to achieve and in the
Suzuki has managed to slash evergiven a boost. The nuclear power wouldnean time national governments can use
consumption per car at its Gurgaorworked out to be a economical over timestandards, rules for public procurement
factory by 26% over the last six yearsonce the constraints of access t®r other means to promote energy
while carbon Di-oxide emissions duringnuclear fuel, required technology ancefficient technologies.
car manufacturing process has comeapital are removed as a result of their (5) Government should make
down by 39% in the last five years. deal. Further, scientists have proved thanergy efficiency a criterion of every
The carbon credit project initiated at CKif India installed 2,00,000 MW nuclear project they fund, treaty they negotiate,
Birla group company, Orient Paperpower by 2020, it would save the worldresearch agreement they support,
Industries Ltd.(OPIL), Devpur cement145 million tons of carbon emission.school or hospital they build etc.
Unit in Andhra Pradesh, recently From an example of France it has bee@thers will follow if government will
received final approval from United seen that it has produced 42,000MW ofollow the leading part.
Nations Framework Convention onnuclear power in just 10 years starting6) Australia plans to ban conventional
Climate Change (UNFCCC).It receivedfrom 1989 to 1999. Today, 70% of itslight bulbs and the European Union is
the first instalment of 96,310 units ofenergy is nuclear. likely to follow suit. Although energy
entitled certified emission reductions (2) Wind energy is another sourceefficient bulbs achieve huge savings
(CERS) for activities undertaken up toof renewable energy. In India there isgjovernments have now taking
March, 2006 and will be to further CERsample of scope for tapping it as ourdecisions which may take several years
each year until 2012. "We hope to earmross wind energy power potential hago come into practice. So, it is necessary
anything between Rs. 6-8 crore everjpeen assessed that 45,000MW. Athat government should take immediate
year till 2011-12, at the current pricespresent we have wind power installedsteps in accepting energy saving bulbs
from sale of CERs" said- M.L. Pachisia,capacity of 7,200MW only- most of as the first priority.
MD of OPIL. which is in the private sector. The cost

ITC's a forestation exercise has ledf production of solar and wind energy  Today, America emits twenty tons
to planting of some 265 million saplingsis higher at present but it will come downot carhon dioxide per capita, Europe
in nearby 65,000 hectares. Cairn Indiayvhen economies of scale are achieveground ten, China between four and five
the local arm odf Scottish energy majoand conversion efficiencies aregng |ndia between one and two. A
Cairon energy, is exploring theimproved. sustainable global equilibrium requires
application of the clean Development (3) In other fast growth countries that we lower the global average to two
Mechanism (CDM) to its Mangala like India, there are tremendousto three tons per capita by mid-century.
Development in Rajasthan. In more tharopportunities for energy conservationc|ear|y, China and India have little
a decade, it has supported reforestatiotmrough enhanced grid efficiency andincentive to commit to a global deal
projects to promote water capture in alimproved industrial productivity unless the first move comes from the
its operating areas in India. To datefacilitated by better utilisation of scarceus. Climate change is no longer an
more than 3,30,000 trees have beeanergy resources. The biggesknvironmental issue but it is related to
planted off its Ravva field. The companyreductions in emissions in the short willglobal security and survival. In India
also reduced GHG and oil discharged itome from measures to run processasllaborative action by government, the
water from producing fields per unit of more efficiently. About 40% of electricity community and individuals could
hydro carbon produced, it has alsds consumed by industry and 2/3rds otombat climate changa.
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isolation are misleading. In the context
of profitability analysis, unless a
relationship between operational
variables and financial variables is
established, the exercise is incomplete.
An attempt is made in this article to make
a complete analysis of profitability by
combining the sales based ratios with
balance sheet ratios to identify the
multiplier effect on the final profit figures.
Objectives of the Research Paper
To develop a model to analyse
In the context of financial performance, profitability analysis plays a vital rofgofitability in relation with operational
and the profitability performance of any concern is very much focused in finaneslable and financial variables and to
literatures. Ratio analysis is the finest tool in the hands of financial analy$gsf the model by taking India Cements
provided meaningful interpretations are possible. It is said sometimes ratiokifhited as a case.
isolation are misleading. In the context of profitability analysis, unlessSé&dy unitand period of Coverage
relationship between operational variables and financial variables is India Cements Limited, the largest
established, the exercise is incomplete. An attempt is made in this article to mekaifacturer of cement and market
a complete analysis of profitability by combining the sales based ratios Wg@der in South India is taken up for

balance sheet ratios to identify the multiplier effect on the final profit figured®Sting the model. A study period of 9
fy P P 9 years is taken up between 1997-98 and

2005-06 for profitability multiplier

%nalysis.

Data Collection and Methodology

Bk The published annual reports of

Introduction ~ Investments in fixed assets are madghdia cements limited are collected and
Q s any business enterprise ign Order to produce goods and servicesuitable re-arrangements have been

Profit is the engine that drives a business enterprise and distinguishes it fro
others in a competitive environment

established to earn profits, it isWhich leads to investing in working made according to the requirements of

said the foremost social capital also. The revenue generated frothe model. The basic methodology of
responsibility of a business is to satisfyfn€ sale of produce in matched with thédentifying the profits starting from
the purpose for which it emerged. In theeXpanses to arrive at profits. Ratios oGross profits, Operating profits, Earning
context of financial performance, Profitability in relation to sales give a before interest and taxes (EBIT) and
profitability analysis plays a vital role different picture altogether whenending with earning before taxes (EBT)
and the profitability performance of anycompared with investments, asare taken and which are categorized as
concern is very much focused ininvestment turnover holds the key.  various profit paths from sales to profit
financial literatures. The word of Lord  Analysis of profitability in the late before tax. Due weight is given to each
Keynes that profit is the engine that2oth century started giving importancePath by tak[ng into account of reIevapt
drives the business enterprise igo the relationship of operating andturnover ratios and balance sheet ratios.
assuming greater significance in th&inancial variables with profit
ggifrgmnegtoarlnfec;r(ées()f competitivé performance. Zahir (1981) tried to  |p orderto analyse profits, the model

) ) : develop an earning power chart byis gesigned in three stages. This first

Review of Literature taking 101 private sector companies W'thstage in devoted to operations and

In most of the literature available & View to emphasize the relations amongamed as operational indicator. It is
dealing with profitability, ratios relating various operating and financialyrther divided in to two sub-stages,
to sales and ratios relating tovariables that are likely to have acyjled as direct operational indicator
investments are dealt with separatelypearing on the earning power ofand indirect operational indicator.
Common size and comparativebusiness enterprises. He succeeded in
statements offer scope for analysis byis attempt by relating Profit before tax
comparing the profitability position. (PBT) to owners' contribution in total
Trend analysis is also a widely used tochssets and to financial leverage.

in predicting the profitability position Totally four paths have been
S e e =EgRciiiitne [l identified which have the multiplier

Ratio analysis is the finest tool ineffect on profitability. The first path
Lecturer in Commerce, Annamalaithe hands of financial analysts,traces sales to gross profit and forms

University, Chidambaram - 608 002, Tamilprovided meaningful interpretations aredirect operational indicator. Gross profit
Nadu. possible. It is said sometimes ratios ino operating profit, the second path

The second stage is named as non-
operational indicator and the third one
is given the name as financing indicator.
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occupies indirect operational indicatorassigned as weight for financingClaims
As a result, operating profit to sales ratidndicator. The overall scores made by units
is considered in stage-l, operational The score made by each indicatofyear wise) is the reflector of profitability
indicator. has a profound impact on overallby taking operational as well as financial
The third path, operating profits to profitability through other indictor(s). variables, since due weight is given to
earning before interest and taxes (EBITJhe Profitability Scoring Multiplier include assets performance with sales
is assigned to stage Il - non-operationallodel is exhibited below. and resultant profits as far as
indicator. The traditional way of looking Profitability Scoring Multiplier operational indicator is concerned.
at the operating profit and EBIT as, Non-operational and financing
same, no longer a valid argument, in thd/here. _ indicators are suitability adjusted by
context of non-core assets in the fornSP - Gross Profits taking relevant ratios as weights, since
of non-core investments, loans andoP - Operating profits the path from operating profit to EBIT
advances to subsidiaries andegir _ Eaming Before interest and S highly influenced by policy matters,
gisroeu:rﬁgséodggtqred revenue expen- T which ultimately affects profitabilityAs
It g ] regards the last path from EBIT to EBT,
Forth and the last path EBIT to SIS E.arnlng Eelli = th% influencing factor is interest
Earning before taxes is devoted to staggA - Fixed Assets component, which is the ultimate result
Il - Financing indicator. CA Current Assets of proportion of debt capital is total
Total Assets

Multiplier Effect of Four Paths TA financing.
Non-Core Assets

The multiplier effect of four paths NCA - Lim;ff;]\tion and Remedy =
identified in respective indicators is 3 : ere Is no norm or standard score
shown below. e LN term. g (overall as well as individual indictors)

’ DC - Debt Capital
the variables : ]
Scope for Analysis and Interpretation

By canceling availab_le for_ making a meaningful
mathematically, the net result is EBT / O W'.th the aCt_Uﬁ!' N made.
Sales, which is nothing but the profit ~ Overall Scores made by the selecteds this is the inherent limitation of the
before tax to sales ratio. By taking theunit in different years can be comparedoo! ratio analysis, nearest competitors
four profit paths above, it is not possibleand analysed for profitability Scores can be taken for comparison. A
to combine the sales related ratios wittperformance. The criteria- higher thebetter way of looking at the issue is to
turnover ratios and balance sheet ratioscores, better the profitability is to betake the industry average as standard
Therefore, aspects relating toadopted for interpretation. It can alsoScores, as it respects the industry as a
operational and / or financial ratios arebe made stage wise and it is possible tyhole. The results of the model by
taken and have been assigned as weigpin point specific indicators for good taking the selected company is
to the paths. or poor performance, taking thepresented below.

As far as the direct operationalindividual indicator score. Within It is observed that the performance
indicator is concerned, fixed assetdndicators, interpretation is possible byin profitability started reducing
turnover ratio is given as weight. Ittaking the scores in respective weightsgradually to have losses in three years

combines the operational efficiency ofApplicability (01-02, 02-03 & 03-04) and the position

the firm in turning over the fixed assets  A|| the corporate bodies engaged?CL'éversed atthe end. From a positive

to be converted into sales and th% manufacturing are Coming under theSCOI’e of 41.30 in 1997'98, it traveled

related direct cost of manufacture.  ¢coyerage of this model. In case oftlong reduction in positive scores and

Investment turnover (Fixed assetsndividual and partnership housesreaChed megatiiei(Cs o) 2O D e

and current assets) is taken as thsuitable re-arrangement of figures i%vgri\srﬁistﬁ)épseéﬁgcfvg;n;ﬁ %eﬁrezggsé
weight for indirect operational indicator, required to adopt the model. (-5,8 78), Then it got reverseg o regduce
as the operating profit is to be linked U 9

with core investments alone.

In the second stage non-operationll Gross Profit < Operating Profit 5 EBIT EBT
indicator, the difference between the tw Sales Gross Profit Operating Profit ~ EBIT
profit levels is attributable to the effec
of non-operating items or extraordinary.
avenues. The total assets to non - core STAGE | STAGE Il | STAGE Il OVERALL
assets ratio is given as the weight to SCORE
explain this stage. In the last and third Direct Indirect Non- Financing Stage
stage, financing indictor the difference operational | operational | operational | Indicator | IxIIxIll
is attributable to interest costs. The jndicator indicator indicator
driving factor for interest chargers isT5p gales| OP e EBIT TA EBT LTC
debt financing. Therefore long term X — X X
capital to debt capital ratios has been Sales _FA | GP (FA+CA) | OP NCA | EBIT DC
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the negative score and at the end ithe first two years had almost similarperformance in profitability as it is
finished with a positive (21.19) score. scores in operating indicators and a&videnced from reduction in all the
For the purpose of analysis anddifference is noticed in non-operationalscores. A gradual reduction in fixed
interpretation the whole period (ga}nd financing indicator, which made theasset turnover and a near same total
years) is divided into 3 phases of 3 yeargnal score different. Given the situationassets turnover made no big difference
each starting from the beginning. of similar performance scores inin the operational indicator, which
i operations, a high score in non-means operating profit as a percentage
The first phase (1997-98 to 1999-gperations not properly supported byof sale and related operations weight
2000) showed better profitability in thefinancing indicator made the scorebehaviour was quite similar in all he
begi_nnin_g and ended up with reducededuced at the end of second year. Théiree years. A reduction in EBIT
profitability of 14.30 score at the end.year 99-00 recorded declinedcompared to operating profit with less

Results of Profitability Scoring Multiplier Model

Operational indicator Non- Financing Owverall
| Direct [ adiréet U-[.li'r.'ﬂliilll'llli Indicator ECOre
| Indicator
i Yiear = L = = —

Gl " Sales lf_TlJ":'l =ales ERBIT ; TA EBT . LTI’?' STAGE
Sales FA GP FA+CA P NCA | EBIT DC | pxrixLnn
[97-98 [49.33 | 1.09 [29.37]0.83 .16 (430 J043 | 147
ﬁ:‘u.?_nr 1.1&}!_ 4].3']
- 1an 5,00 0.63
9890 [ 4944 | 106 |29.10 ] 0.86 .13 |455 |036 | 149
5241 | 2503 39.67
13.12 5.60 .54
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14.64 X231 (.30
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36.92 _ 6.52 30.40
2.60 1,48 7.90
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16,72 2 58 Q.44

Source: Computed from Annual Reports, ICL
Figures in brackets are multiplier scores in respective indictor and negative (-) denotes losses
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score in weight means increase of norall the indictors, which means the worstetter profitability in the 5 years. The
core assets but not exactly reflected iprofitability performance was non-operating indicator showed a
the EBIT area, which meansexperienced inthe year. Huge reductiodecline in performance except in the
unproductive non-core assets in then gross profits with very poor fixed years 2001-02 and 2004-05, which is the
first phase. Continuous decline inassets and total assets turnover madedication of idle assets in the assets
financing scores is an indication ofthe score negative (-1.93) in operationgbortfolio. A steep reduction in the
increased interest burden, which mad@dicator, followed by negative score infinancing indicator showed high
a huge difference in that indicator evemon-operational as well as financinginterest component and high debt
after having a near same weight, wh iclindicator made the final score asstructure.
ranged from 1.47 to 1.49 only. Thereforenegative 58.78. It signifies the reduced |n most of the better operational
a reduced profitability performance wascontribution of non-core assets andperformance years, it was not reflected
mainly due to unproductive non-coreincreased interest payments togethgp the final score because of idle assets
assets and increased interest burdenwith very poor operational performance and debt heavy structure. If the two
The second phase (2000-01 to 2002- The Third and last phase 2003-04 aspects are properly taken care off, the
03) showed the same trend as th2005-06 showed some sort of recoveryinal score can also be improved by
profitability score started reducingin profitability performance and as inconsidering the tight demand supply
further to 12.43 in 2000-01 and endedhe second phase each year was uniqu&tuation in cement.
up with the highest negative score of The profitability performance
58.78 in 2002-03. The profitability trend showed recovery in operations and
started with a reduction of profits in thenon-operation areas but the poor state The results of the model is analysed
initiated stage, jumped to negativeof affairs of financing indicator made 44 interpreted according to the score
score in 2001-02 and resuilted in heavshe year 2003-04 a loss making one, ingiyidual indicators. More rigorous
loss in the year 2002-03. All the threeReduction in losses (from -58.78 to -anajysis is possible in direct operational
years in the second phase are uniqueo.40) was achieved, due to bettef,gicator through capacity utilization
The year 2000-01 recorded the bespperational performance and a turnggjeg price realisation per tonne cc;st
score so for in operational indicatoraround in non-operating indicator. ¢ production per tonne and convérsion
(14.64) and unfortunately ended, up  The year 2004-05 showed acost per tonne to comment on path |.
with overall score of 12.43 only becauseecovery phase as all the indicatorgyrther there is scope for analysing the
of very poor performance in financingturned into positives. An improved staff cost, general administration
indicator. Not supported properly in thescoring in operations (from 2.6 t0 4.36)selling and distribution in Indirect
non-operating area, a very goodand improvementin EBIT (5.72 paints) gperational indicator to elicit more
OF}’ffa“%”?" pr(]erf?_rm;ance s nobbee&nd a fraction of positive score (0.04)nformation on indirect costs in Path I,
reflected in the final stage as reduceédh financing indicator made the " o -
scores in non-operational and financing)rofitability to have a turn around asto ;\Inoaﬂyc;%err?;lg.gcg:’glC;Z;gge;nijczpoen-

indicator made the picture pity. In otherthe overall score returned to positive LA
words a high level of non-core assetgne (1). operating income and expanses to

; ; focuss on path Ill. A detailed analyis
unproductiveness — and interest  The last year 2005-06 showed &ap pe mage in financing indicatoryby
commitments made the yeargpeed recovery of 21.19 score overalhaking into account of interest

uncolourful. contributed by a very good operationakomponent B BT -

The year 2001-02 showed poorperformance, which scored 16.72, th roportion of debt in total capital to seek
performance in operations as the scorgighest in all the phases. A good fixe ore information in path IV
was only 4.5. Reduced fixed asset angdsset and total asset turnovep, | '
total asset turnover with reduced grossupported properly by gross praofit ratio R A ) - #
profit margin made the position worsenmade this possibie. = A positive score  rofitability analysis by taking into
The score in non-operating indictor wasof 2.88 in non-operating made the2ccount the combined effect of sales
so good (6.43), which reflected themultiplier higher, but a poor positive related and assets related ratios is in
improvement in EBIT, when comparedscore of 0.44 in financing indicator tN€ inception stage. In the context of
to operating profits. Even though, withreduced the overall score to 21.19 at th@idening opportunities, challenging
the very huge scores in non-operatingnd. competition, merger and acquisition
indictor, the poorest performance in  The overall analysis showed thatV@Ve ~Strategic —investments in
financing indicator (negative 0.05) madee top line profitability (operational SUPsidiaries and associates and
the final score a negative one, whichngicator) was good for 5 years and 47¢r€ased dependence on debt
means but for the non-operatingyears were severely affected by markei"ancing, the profitability scoring
indicator improvement, the profitability ;gonditions. In all the above 4 years,multl_pller model is an attempt to identify
position would have been worsen at thgue to increased interest burden ang'ofit paths and in the process of
end. non performing non- core assets, th&€lating income statement ratios with

The year 2002-03 was unique in thesottom-line also got affected. By andP@lance sheet ratios, it is only a
sense that it reflected negative score itarge operating performance led tgPeginningd
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| am very pleased to inform you that the Central Council of the Institute in its
meeting held on 12th September 2009 has approved the Cost Accounting
Standards oBmployee Cost (CAS-7andCost of Utilities (CAS-8) The

same have been hosted on the website of the Institute.

The Central Council has also approved the release of Exposure Draft Cost
Accounting Standards oAdministrative Overheads and Repairs &
Maintenance Overheadsluring the same meeting. | request the members of
the profession, experts and the industry representatives to give their comments
/ suggestions on the proposed exposure drafts within stipulated date of 13th
November 2009. The exposure draits are available on the website of the Institute.

The Expert Group constituted by MCA has specifically highlighted the need for
developing Cost Accounting Standards on the basis of Generally Accepted
Cost Accounting Principles. To address this need the CASB is working hard to
develop Cost Accounting Standards.

The Council of the Institute has already made mandatory application of Cost
Accounting Standards 1 to 6 w.e.f. period commencing on or after 1st April
2010 for the preparation and certification of General Purpose Cost Accounting
Statements.

| am thankful to the members of the CASB for their support and cooperation.

| would like to express my gratitude to the members of the profession, academic
experts and representatives of the Industry for their stimulating support,
suggestions and encouragement that helped the Board in developing the
standards. | appreciate the contribution madgloyM Gopalakrishnan,
Former Chairman of the CASBfor giving the complete structure to the
standards. | also want to appreciate the efforts of the CASB Secretariat for
timely inputs which helped in bringing out the standards in time.

Chandra Wadhwa
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REQUEST FOR COMMENTS

The Council of The Institute of Cost and Works Accountants of India has approved the release of the Exposure Draft on
Repairs and Maintenance Cost as recommended by the Cost Accounting Standards Board (CASB), the standard-setting
body of the Institute on September 12, 2009. The CASB's proposed standard may be modified in light of comments received
before being issued as a standard in final form.

Please submit your comments on the proposed ED, preferably by email, latest by 13th November 2009.

Comments should be addressed to:

The Secretary,

Cost Accounting Standards Board

The Institute of Cost and Works Accountants of India,

ICWAI Bhawan, 3rd Floor

3, Lodi Road, Institutional Area,

New Delhi

Email responses should be sent to: casb@icwai.org
Copies of this exposure draft may be downloaded from the ICWAI website at http://www.icwai.org.

The following is the COST ACCOUNTING STANDARD — (CAS-) issued by the Council of The Institute of Cost and Works
Accountants of India on “REPAIRS AND MAINTENANCE COST” for comments. In this Standard, the standard portions
have been set in bold italic type. This standard should be read in the context of the background material which has been
set in normal type.
1. Introduction

1.1 This standard deals with the principles and methods of determining the Repairs and Maintenance cost.

1.2 This standard deals with the principles and methods of classification, measurement and assignment of Repairs and
Maintenance cost, for determination of the Cost of product or service, and the presentation and disclosure in cost
statements.

2. Objective
The objective of this standard is to bring uniformity and consistency in the principles and methods of determining the
Repairs and Maintenance cost with reasonable accuracy.

3. Scope

This standard should be applied to cost statements which require classification, measurement, assignment, presentation
and disclosure of Repairs and Maintenance cost including those requiring attestation.

The following terms are being used in this standard with the meaning specified.

4.1 Cost Object: This includes a product, service, cost centre, activity, sub-activity, project, contract, customer or
distribution channel or any other unit in relation to which costs are ascertained.

4.2 Direct Expenses: Expenses relating to manufacture of a product or rendering a service, which can be identified or
linked with the cost object other than direct material cost and direct employee cost.

Examples of Direct Expenses are royalties charged on production, job charges, hire charges for use of specific equipment
for a specific job, cost of special designs or drawings for a job, software services specifically required for a joly travellin
Expenses for a specific job.

4.3 Finance Costs: Costs incurred by an enterprise in connection with the borrowing of funds. This will include interest
and commitment charges on bank borrowings, other short term and long term borrowings, amortisation of discounts or
premium related to borrowings, amortisation of ancillary cost incurred in connection with the arrangements of borrowings,
finance charges in respect of finance leases, other similar arrangements and exchange differences arising from foreign

*Adapted from CIMA Terminology
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currency borrowings to the extent they are regarded as an adjustment to the inteteEhedetsns Finance costs and
Borrowing costs are used interchangeably.

4.4 Imputed Costs: Hypothetical or notional costs, not involving cash outlay, computed for any purpose.

4.5 Normal capacity: Normal Capacity is the production achieved or achievable on an average over a number of periods
or seasons under normal circumstances taking into account the loss of capacity resulting from planned méintenance.

4.6 Production overheads: Indirect costs involved in the production process or in rendering service

The terms Production Overheads, Factory Overheads, Works Overheads, Operations Overheads and Manufacturing
Overheads denote the same meaning and are used interchangeably.

4.7 Repairs and maintenance cost: Cost of all activities which have the objective of maintaining or restoring an asset in
or to a state in which it can perform its required 4 of 7 function at its original or designed capacity and efficiency.

Repairs and Maintenance activities for the purpose of this standard include routine or preventive maintenance, planned
(predictive or corrective) maintenance and breakdown maintenance.

Major overhaul or modernization of an asset which does not result in enhanced future economic benefits would also be
a part of Repairs and Maintenance activity.

4.9 Standard Cost: A predetermined cost of resource inputs for the cost object computed with reference to set of
technical specifications and efficient operating conditions.

Standard costs are used as scale of reference to compare the actual costs with the standard cost with a view to determing
the variances, if any, and analyse the causes of variances and take proper measure to control them. Standard costs ar
also used for estimation.

5.1 Repairs and maintenance cost shall be the aggregate of direct and indirect cost relating to repairs and maintenance
activity. Direct cost includes the cost of materials, spares, manpower, equipment usage, utilities and other identifiable
resources consumed in such activity. Indirect cost includes the cost of resources common to various repairs and
maintenance activities such as manpower, equipment usage and other costs allocable to such activities.

Cost of repairs and maintenance jobs done in-house shall include cost of materials, spares, manpower, equipment usage
utilities, and other resources used in such jobs. Cost of repairs and maintenance jobs carried out by outside contractors
shall include charges made by the contractor and cost of own materials, spares, manpower, equipment usage, utilities,
and other costs used in such jobs.

Cost of repairs and maintenance jobs carried out by outside contractors shall be determined at invoice or agreed price
including duties and taxes, and other expenditure directly attributable thereto net of discounts (other than cash discount),
taxes and duties refundable or to be credited.

5.2 Each type of repairs and maintenance shall be treated as a distinct activity, if material and identifiable.
5.3 Cost of spares replaced which do not enhance the future economic benefits from the existing asset beyond its
previously assessed standard of performance shall be included under repairs and maintenance cost.

5.4 Where a high value spare is replaced, and the replaced spare is reconditioned and such spare is expected to result i
future economic benefits, it shall be taken into stock. Such a spare shall be valued at an amount that measures its service
potential in relation to a new spare which amount shall not exceed the cost of reconditioning the spare.

5.5 Finance costs incurred in connection with the repairs and maintenance jobs shall not form part of Repairs and
Maintenance costs.

5.6 Repairs and Maintenance costs shall not include imputed costs.

5.7 Where standard costs are in use in respect of Repairs and Maintenance costs the price variances related to Repair:
and Maintenance shall be treated as part of Repairs and Maintenance cost and the portion of usage variances due tc
normal reasons shall be treated as part of Repairs and Maintenance cost. Usage variances due to abnormal reasons she
be excluded.

5.8 Any Subsidy/Grant/Incentive or any such payment received/receivable with respect to any Repairs and Maintenance
shall be reduced for ascertainment of the cost to which such amounts are related.

2 Adapted from CIMA Terminology

3 Adapted from CAS 1 Para 6.5.13

4 Adapted from CAS 2 paragraph 4.4

5 Adapted from CAS-1 Para 6.3.3 and 6.3.4
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5.9 Any repairs and maintenance cost caused by some abnormal circumstances where it is material and quantifiable shall
not form part of the Repairs and Maintenance cost.

Such abnormal circumstances may include major fire, explosions, flood and likewise.

5.10 Penalties, damages paid to statutory authorities or other third parties shall not form part of the Repairs and
Maintenance cost.

5.11 The credits/ recoveries relating to the Repairs and Maintenance cost including those rendered without any
consideration, material and quantifiable, shall be deducted from the total cost of Repairs and Maintenance to arrive at
the net Repairs and Maintenance cost.

5.12 Any change in the cost accounting principles applied for the measurement of the Repairs and Maintenance cost
should be made only if, it is required by law or for compliance with the requirements of a cost accounting standard, or a
change would result in a more appropriate preparation or presentation of cost statements of an organisation.

6. Assignment of costs
6.1 Repairs and maintenance costs shall be traced to a cost object to the extent economically feasible.

6.2 Where the repairs and maintenance cost is not directly traceable to cost object, it shall be assigned based on eithel
of the following two principles;

i) Cause and Effect - Cause is the process or operation or activity and effect is the incurrence of cost.

if) Benefits received — overheads are to be apportioned to the various cost objects in proportion to the benefits received
by them.

6.3 The cost of major overhaul shall be amortized on a rational basis.

6.4 If the repairs and maintenance cost (including the share of the cost of reciprocal exchange of services) is shared by
several cost objects, the related cost shall be measured as an aggregate and distributed among the cost objects as pt
principles laid down in Cost Accounting Standard — 3.

6.5 Unit cost shall be computed based on the normal capacity.

7. Presentation
7.1 Repairs and maintenance cost shall be presented in the cost statement as a separate item of cost, where material.
7.2 Asset category wise details of repairs and maintenance cost, if material, shall be presented separately.
7.3 Activity wise details of repairs and maintenance cost, if material, shall be presented separately.

8. Disclosures
8.1 The cost statements shall disclose the following:
1. The basis of distribution of Repairs and Maintenance Cost to the cost objects/ cost units.

. Where Repairs and Maintenance Cost is disclosed at standard cost, the price and usage variances.

. Repairs and Maintenance Cost of Jobs done in-house and outsourced.

. Cost of major overhauls, asset category wise and the basis of amortisation.

. Repairs and Maintenance Cost paid/ payable to related parties6.

. Repairs and Maintenance Cost incurred in foreign exchange.

. Any Subsidy/Grant/Incentive and any such payment reduced from Repairs and Maintenance Cost.

. Credits/recoveries relating to the Repairs and Maintenance Cost.

. Any abnormal portion of the Repairs and Maintenance Cost.

10. Penalties and damages excluded from the Repairs and Maintenance Cost.

8.2 Disclosures shall be made only where material, significant and quantifiable.

8.3 Disclosures shall be made in the body of the Cost Statement or as a foot note or as a separate schedule.

8.4 Any change in the cost accounting principles and methods applied for the measurement and assignment of the
Repairs and Maintenance cost during the period covered by the cost statement which has a material effect on the
Repairs and Maintenance cost shall be disclosed. Where the effect of such change is not ascertainable wholly or partly
the fact shall be indicated.

© 00 ~NO O WDN

*Related party as per the applicable legal requirements relating to the cost statement as on the date of the statement
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REQUEST FOR COMMENTS

The Council of The Institute of Cost and Works Accountants of India has approved the release of the Exposure Draft on
Administrative Overheads as recommended by the Cost Accounting Standards Board (CASB), the standard-setting body of
the Institute on September 12, 2009. The CASB'’s proposed standard may be modified in light of comments received before
being issued as a standard in final form.

Please submit your comments on the proposed ED, preferably by email, latest by 13th November 2009.
Comments should be addressed to:
The Secretary,

Cost Accounting Standards Board

The Institute of Cost and Works Accountants of India,
ICWAI Bhawan, 3rd Floor

3, Lodi Road, Institutional Area,

New Delhi

Email responses should be sentmsb@icwai.org
Copies of this exposure draft may be downloaded from the ICWAI webhitp @www.icwai.org.

EXPOSURE DRAFT
CAS
COST ACCOUNTING STANDARD ON ADMINISTRATIVE OVERHEADS

The following is the COST ACCOUNTING STANDARD — (CAS-) issued by the Council of The Institute of Cost and Works
Accountants of India on “ADMINISTRATIVE OVERHEADS" for comments. In this Standard, the standard portions have
been set itbold italic type. This standard should be read in the context of the background material which has been set in

normal type.
1. Introduction
1.1. This standard deals with the principles and methods of determining the administrative overheads.

1.2 This standard deals with the principles and methods of classification, measurement and assignment of administrative
overheads, for determination of the Cost of product or service, and the presentation and disclosure in cost statements.

2. Objective

The objective of this standard is to bring uniformity and consistency in the principles and methods of determining the
administrative overheads with reasonable accuracy.

3. Scope

This standard should be applied to cost statements, which require classification, measurement, assignment, presentation
and disclosure of administrative overheads including those requiring attestation.

4. Definitions
The following terms are being used in this standard with the meaning specified.

4.1 Abnormal cost: An unusual or atypical cost whose occurrence is usually irregular and unexpected and/ or due to
some abnormal situation of the production or operdtion.

4.2 Absorption of overheads: Absorption of overheads is charging of overheads to Cost Objects by means of appropriate
absorption raté.

Overhead Absorption Rate = Overheads of the Cost object / Quantum of base.

4.3 Administrative Overheads: Cost of all activities relating to general management and administration of an organisation.
Administrative overheads shall exclude production, operations and marketing overheads.

4.4 Cost Object: This includes a product, service, cost centre, activity, sub-activity, project, contract, customer or
distribution channel or any other unit in relation to which costs are ascertained.

*Adapted from CAS 1 Para 6.5.19
2Adapted from CAS 3 Para 4.6
SAdapted from CIMA Terminology
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4.5 Finance Costs: Costs incurred by an enterprise in connection with the borrowing of funds. This will include interest
and commitment charges on bank borrowings, other short term and long term borrowings, amortisation of discounts or
premium related to borrowings, amortisation of ancillary cost incurred in connection with the arrangements of borrowings,
finance charges in respect of finance leases, other similar arrangements and exchange differences arising from foreign
currency borrowings to the extent they are regarded as an adjustment to the intetefhedstsns Finance costs and
Borrowing costs are used interchangeably.

4.6 Imputed Costs: Hypothetical or notional costs, not involving cash outlay, computed for any purpose.

4.7 Normal capacity: Normal Capacity is the production achieved or achievable on an average over a number of periods
or seasons under normal circumstances taking into account the loss of capacity resulting from planned mé&intenance.

4.8 Overheads: Overheads comprise of indirect materials, indirect employee costs and indirect expenses which are not
directly identifiable or allocable to a cost objéct.

5. Principles of Measurement

5.1 Administrative overheads shall be the aggregate of cost of resources consumed in activities relating to general
management and administration of an organisation.

Administrative overheads comprise predominantly of employee costs, utilities, office supplies, equipment costs, software
and outside services. The principles of measurement of Employee Costs, Materials, Depreciation, Utilities and Repairs
and Maintenance found in the respective standards will apply to these elements included in administrative overheads.

5.2 In case of leased office equipments, if the lease is an operating lease, the entire rentals shall be included in the
administrative overheads. If the lease is a financial lease, the finance cost portion shall be segregated and treated as par
of finance costs.

5.3 The costs of self generated or purchased software shall be amortised over its estimated useful life. The cost of
licensed software shall be charged to the license period. Where the license fees covers up-gradation as well, it shall be
treated as period cost.

When hardware requires up-gradation along with software up-gradation, it is recommended that compatible estimated
lives be used for the two sets of cost.

5.4 The cost of administrative services procured from outside shall be determined at invoice or agreed price including
duties and taxes, and other expenditure directly attributable thereto net of discounts (other than cash discount), taxes
and duties refundable or to be credited.

5.5 Where internally shared services are reckoned on a charge-out basis, such chargeout amount shall be treated as co:
subject to the service provider ensuring the reasonableness of the charge.

Example: where the costs of centrally managed accounts payable services are charged to user departments on pel
transaction basis, the charge-out amount shall be treated as cost.

5.6 Any Subsidy/Grant/Incentive or any such payment received/receivable with respect to any Administrative overheads
shall be reduced for ascertainment of the cost of the cost object to which such amounts are related.
5.7 Administrative overheads shall not include any abnormal costs.

5.8 Penalties and damages paid to statutory authorities or other third parties shall not form part of the administrative
overheads.

5.9 Credits/ recoveries relating to the administrative overheads including those rendered without any consideration,
material and quantifiable, shall be deducted to arrive at the net administrative overheads.

5.10 Any change in the cost accounting principles applied for the measurement of the administrative overheads should
be made only if it is required by law or for compliance with the requirements of a cost accounting standard or a change
would result in a more appropriate preparation or presentation of cost statements of an organisation.

“Adapted from CIMA Terminology
SAdapted from CAS 1 Para 6.5.13
SAdapted from CAS 2 Para 4.4
’Adapted from CAS 3 Para 4.1
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6. Assignment of Cost
6.1 While assigning administrative overheads, traceability to a cost object in an economically feasible manner shall be
the guiding principle.
6.2 Assignment of administrative overheads to the cost objects shall be based on either of the following two principles;
i) Cause and Effect - Cause is the process or operation or activity and effect is the incurrence of cost.
i) Benefits received — overheads are to be apportioned to the various cost objects in proportion to the benefits received
by them?®
6.3 Administrative overheads shall represent the cost of shared services, cost of infrastructure and general management
costs.

Examples: the cost of centrally managed accounts payable services, infrastructure costs like computer network and
general management costs like corporate strategy department.

i) The costs of shared services shall be assigned to user activities on the basis of actual usage.
i) Where the resources by way of infrastructure are shared the cost shall be assigned on a readiness to serve basis.

Example: the cost of a computer network may be assigned on a number of connected users basis rather than actual
usage.

iii) General management costs shall be assigned on the basis of a measure of size of user entities.
Example: the cost of corporate strategy department may be assigned to plants on the basis of installed capacity.
6.4 Unit cost shall be computed based on the normal capacity.

7.1 Administrative overheads shall be presented as a separate cost head in the cost statement.
7.2 Element wise details of the administrative overheads shall be presented, if material.
8. Disclosures
8.1 The cost statements shall disclose the following:
1. The basis of distribution of administrative overheads to the cost objects.
. Any imputed cost included as a part of administrative overheads.
. Administrative overheads incurred in foreign exchange.
. Cost of administrative activities received from or supplied to related parties9.
. Any Subsidy/Grant/Incentive and any such payment reduced from administrative overheads.
. Credits/recoveries relating to the administrative overheads.
. Any abnormal portion of the administrative overheads.
8. Penalties and damages excluded from the administrative overheads.
8.2 Disclosures shall be made only where material, significant and quantifiable.
8.3 Disclosures shall be made in the body of the Cost Statement or as a foot note or as a separate schedule.

8.4 Any change in the cost accounting principles and methods applied for the measurement and assignment of the
administrative overheads during the period covered by the cost statement which has a material effect on the administrative
overheads shall be disclosed. Where the effect of such change is not ascertainable wholly or partly the fact shall be
indicated.

N o 0Bk WD

8Adapted from of CAS 3 Para 5.1
‘Related party as per the applicable legal requirements relating to the cost statement as on the date of the statement
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CAS -7
COST ACCOUNTING STANDARD ON EMPLOYEE COST

The following is the COST ACCOUNTING STANDARD 7 (CAS - 7) issued by the Council of The Institute of Cost and Works
Accountants of India on “EMPLOYEE COST". In this Standard, the standard portions have been set in bold italic type. This
standard should be read in the context of the background material, which has been set in normal type.

1 Introduction
1.1 This standard deals with the principles and methods of determining the Employee cost.

1.2 This standard deals with the principles and methods of classification, measurement and assignment of Employee
cost, for determination of the Cost of product or service, and the presentation and disclosure in cost statements.

2 Objective

The objective of this standard is to bring uniformity and consistency in the principles and methods of determining the
Employee cost with reasonable accuracy.

This standard should be applied to cost statements which require classification, measurement, assignment, presentation anc
disclosure of Employee cost including those requiring attestation.

4  Definitions
The following terms are being used in this standard with the meaning specified.

4.1 Abnormal cost: An unusual or atypical cost whose occurrence is usually irregular and unexpected and/ or due to
some abnormal situation of the production or operédtion.
4.2 Abnormal Idle time: An unusual or atypical employee idle time occurrence of which is usually irregular and unexpected
or due to some abnormal situations.

E.g.: Idle time due to a strike, lockout or an accident
4.3 Administrative overheads: Expenses in the nature of indirect costs, incurred for general management of an
organizatiof
4.4 Cost Object: This includes a product, service, cost centre, activity, sub-activity, project, contract, customer or
distribution channel or any other unit in relation to which costs are finally ascertained.
4.5 Distribution Overheads: Distribution overheads, also known as Distribution Cost, are the costs incurred in handling
a product from the time it is ready for despatch until it reaches the ultimate corisumer.
The cost of any non manufacturing operations such as packing, repacking, labelling, etc. at an intermediate storage
location will be part of distribution cost.
4.6 Direct Employee Cost: The cost of employees which can be attributed to a Cost Object in an economically feasible
way?
4.7 Employee cost: The aggregate of all kinds of consideration paid, payable and provisions made for future payments
for the services rendered by employees of an enterprise (including temporary, part time and contract employees).
Consideration includes wages, salary, contractual payments and benefits, as applicable or any payment made on behalf
of employee. This is also known as Labour Cost.

1Adapted from CAS 1 paragraph 6.5.19

2Adapted from CAS 1 paragraph 6.3.5

SAdapted from CIMA Terminology

“Adapted from CAS 1 paragraph 6.3.9

*Adapted from CAS 1 paragraph 6.2.4 (Direct labour cost)
6Adapted from CAS 1 paragraph 6.1.4
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Explanation:

1 Contract employees include employees directly engaged by the employer on contract basis but does not include
employees of any contractor engaged in the organisation.

2Compensation paid to employees for the past period on account of any dispute / court orders shall not form part of
Employee Cost.

3 Short provisions of prior period made up in current period shall not form part of the employee cost in the current period.
Employee cost includes payment made in cash or kind.
For example:
Employee cost
O Salaries, wages, allowances and bonus / incentives.
O Contribution to provident and other funds.
© Employee welfare
O Other benefits
Employee cost - Future benefits
O Gratuity.
O Leave encashment.
O Other retirement/separation benefits.
O VRS/ other deferred Employee cost.
O Other future benefits
Benefits generally include
Paid holidays.
Leave with pay.
Statutory provisions for insurance against accident or health scheme.
Statutory provisions for workmanijjs compensation.
Medical benefits to the Employees and dependents.
Free or subsidised food.
Free or subsidised housing.
Free or subsidised education to children.
Free or subsidised canteen, creches and recreational facilities.
Free or subsidised conveyance.
Leave travel concession.
Any other free or subsidised facility.
Cost of Employeesi| stock option.

4.8 Idle time: The difference between the time for which the employees are paid and the employeesij; time booked against
the cost object.

The time for which the employees are paid includes holidays, paid leave and other allowable time offs such as lunch, tea
breaks.

4.9 Imputed Costs: Hypothetical or notional costs, not involving cash outlay, computed for any purpose.
4.10 Indirect Employee Cost: The cost which can not be directly attributed to a particular cost object.

’Adapted from CAS 1 paragraph 6.5.13
8Adapted from CAS 1 paragraph 6.2.10
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4.11 Marketing overheads: Marketing Overheads are also known as Selling and Distribution Overheads.

4.12 Overtime Premium: Overtime is the time spent beyond the normal working hours which is usually paid at a higher
rate than the normal time rate. The extra amount beyond the normal wages and salaries paid is called overtime premium.

4.13 Production Overheads: Indirect costs involved in the production process or in rendering service.

The terms Production Overheads, Factory Overheads, Works Overheads and Manufacturing Overheads denote the
same meaning and are used interchangeably.

4.14 Selling Overheads: Selling Overheads, also known as Selling Costs, are the expenses related to sale of products anc
include all Indirect Expenses in sales management for the organiZation.

4.15 Standard Cost: A predetermined cost of resource inputs for the cost object computed with reference to set of
technical specifications and efficient operating conditions.

Standard costs are used as scale of reference to compare the actual costs with the standard cost with a view to determing
the variances, if any, and analyse the causes of variances and take proper measure to control them. Standard costs ar
also used for estimation.

5.1 Employee Cost shall be ascertained taking into account the gross pay including all allowances payable along with
the cost to the employer of all the benefits.

5.2 Bonus whether payable as a Statutory Minimum or on a sharing of surplus shall be treated as part of employee cost.
Ex gratia payable in lieu of or in addition to Bonus shall also be treated as part of the employee cost.

5.3 Remuneration payable to Managerial Personnel including Executive Directors on the Board and other officers of a
corporate body under a statute will be considered as part of the Employee Cost of the year under reference whether the
whole or part of the remuneration is computed as a percentage of profits.

Explanation: Remuneration paid to non executive directors shall not form part of Employee Cost but shall form part of
Administrative Overheads.

5.4 Separation costs related to voluntary retirement, retrenchment, termination etc. shall be amortised over the period
benefitting from such costs.

5.5 Employee cost shall not include imputed costs.

5.6 Cost of Idle time is ascertained by the idle hours multiplied by the hourly rate applicable to the idle employee or a
group of employees.

5.7 Where Employee cost is accounted at standard cost, variances due to normal reasons related to Employee cost shal
be treated as part of Employee cost. Variances due to abnormal reasons shall be treated as part of abnormal cost.

5.8 Any Subsidy, Grant, Incentive or any such payment received or receivable with respect to any Employee cost shall
be reduced for ascertainment of cost of the cost object to which such amounts are related.

5.9 Any abnormal cost where it is material and quantifiable shall not form part of the Employee cost.
5.10 Penalties, damages paid to statutory authorities or other third parties shall not form part of the Employee cost.

5.11 The cost of free housing, free conveyance and any other similar benefits provided to an employee shall be
determined at the total cost of all resources consumed in providing such benefits.

5.12 Any recovery from the employee towards any benefit provided e.g. housing shall be reduced from the employee
cost.

5.13 Any change in the cost accounting principles applied for the determination of the Employee cost should be made
only if it is required by law or for compliance with the requirements of a cost accounting standard or a change would
result in a more appropriate preparation or presentation of cost statements of an enterprise.

SAdapted from CAS 1 paragraph 6.3.3

1%Adapted from CAS 1 paragraph 6.3.7
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6 Assignment of costs
6.1 Where the Employee services are traceable to a cost object, such Employees’ cost shall be assigned to the cost
object on the basis such as time consumed or number of employees engaged etc or similar identifiable measure.
6.2 While determining whether a particular Employee cost is chargeable to a separate cost object, the principle of
materiality shall be adhered to.
6.3 Where the Employee costs are not directly traceable to the cost object, these may be assigned on suitable basis like
estimates of time based on time study.

6.4 The amortised separation costs related to voluntary retirement, retrenchment, and termination etc. for the period shall
be treated as indirect cost and assigned to the cost objects in an appropriate manner. However unamortised amount
related to discontinued operations, shall not be treated as employee cost.

6.5 Recruitment costs, training cost and other such costs shall be treated as overheads and dealt with accordingly.
6.6 Overtime premium shall be assigned directly to the cost object or treated as overheads depending on the economic
feasibility and the specific circumstance requiring such overtime.
6.7 Idle time cost shall be assigned direct to the cost object or treated as overheads depending on the economic
feasibility and the specific circumstances causing such idle time.
Cost of idle time for reasons anticipated like normal lunchtime, holidays etc is normally loaded in the Employee cost while
arriving at the cost per hour of an Employee/a group of Employees whose time is attributed direct to cost objects.
7 Presentation
7.1 Direct Employee costs shall be presented as a separate cost head in the cost statement.
7.2 Indirect Employee costs shall be presented in cost statements as a part of overheads relating to respective functions
e.g. manufacturing, administration, marketing etc.
7.3 The cost statement shall furnish the resources consumed on account of Employee cost, category wise such as wage:
salaries to permanent, temporary, part time and contract employees piece rate payments, overtime payments, Employee
benefits (category wise)etc wherever such items form a material part of the total Employee cost.
8 Disclosures

8.1 The cost statements shall disclose the following:

1. Employee cost attributable to capital works or jobs in the nature of deferred revenue expenditure indicating the

method followed in determining the cost of such capital work.

2. Separation costs payable to employees.

3. Any abnormal cost excluded from Employee cost.

4. Penalties and damages paid etc excluded from Employee cost.

5. Any Subsidy, Grant, Incentive and any such payment reduced from Employee cost

6. The Employee cost paid to related parties11.

7. Employee cost incurred in foreign exchange.
8.2 Any change in the cost accounting principles and methods applied for the measurement and assignment of the
Employee Cost during the period covered by the cost statement which has a material effect on the Employee Cost.
Where the effect of such change is not ascertainable wholly or partly the fact shall be indicated.
8.3 Disclosures shall be made only where material, significant and quantifiable.
8.4 Disclosures shall be made in the body of the Cost Statement or as a foot note or as a separate schedule.

The Cost Accounting Standard on “EMPLOYEE COST” issued by the Council of The Institute of Cost and Works
Accountants of India shall be applicable to all Cost Statements prepared on or after .........

H“Related party as per the applicable legal requirements relating to the cost statement as on the date of the statement
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(CAS-8)
COST ACCOUNTING STANDARD ON COST OF UTILITIES

The following is the COST ACCOUNTING STANDARD — 8 (CAS-8) issued by the Council of The Institute of Cost and
Works Accountants of India on “COST OF UTILITIES”, for comments. In this Standard, the standard portions have been set
in bold italic type. This standard should be read in the context of the background material which has been set in normal type.

1.

Introduction
1.1 This standard deals with the principles and methods of determining the cost of utilities.

1.2 This standard deals with the principles and methods of classification, measurement and assignment of cost of
utilities, for determination of the cost of product or service, and the presentation and disclosure in cost statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and methods of determining the
cost of utilities with reasonable accuracy.

Scope

3.1 This standard shall be applied to cost statements which require classification, measurement, assignment, presentation
and disclosure of cost of utilities including those requiring attestation.

3.2 For determining the cost of production to arrive at an assessable value of excisable utilities used for captive
consumption, Cost Accounting Standard 4 on Cost of Production for Captive Consumption (CAS 4) shall apply.

3.3 This standard shall not be applicable to the organizations primarily engaged in generation and sale of utilities.

3.4 This standard does not cover issues related to the ascertainment and treatment of carbon credits, which shall be deal
with in a separate standard.

Definitions
The following terms are being used in this standard with the meaning specified.

4.1 Abnormal cost: An unusual or atypical cost whose occurrence is usually irregular and unexpected and/ or due to
some abnormal situation of the production or operédtion.

4.2 Committed Cost: The cost of maintaining stand-by utilities shall be the committed cost.

4.3 Cost Object: This includes a product, service, cost centre, activity, sub-activity, project, contract, customer or
distribution channel or any other unit in relation to which costs are ascertained.

4.4 Finance Costs: Costs incurred by an enterprise in connection with the borrowing of funds. This will include interest
and commitment charges on bank borrowings, other short term and long term borrowings, amortisation of discounts or
premium related to borrowings, amortisation of ancillary cost incurred in connection with the arrangements of borrowings,
finance charges in respect of finance leases, other similar arrangements and exchange differences arising from foreign
currency borrowings to the extent they are regarded as an adjustment to the interest costs3. The terms Finance costs
and Borrowing costs are used interchangeably.

4.5 Imputed Costs: Hypothetical or notional costs, not involving cash outlay, computed for any purpose.

4.6 Normal capacity: Normal Capacity is the production achieved or achievable on an average over a number of periods
or seasons under normal circumstances taking into account the loss of capacity resulting from planned méaintenance.

1 Adapted from CAS 1 paragraph 6.5.19
2 Adapted from CIMA Terminology

3 Adapted from CIMA Terminology

4 Adapted from CAS 1 paragraph 6.5.13
5 Adapted from CAS 2 paragraph 4.4
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In case of any standby utility the normal capacity will be the same as actual production of the utility.

The normal capacity of a utility meant for captive consumption would be based on the normal capacity for the production
facility of the end product of the consuming unit.

4.7 Standard Cost: A predetermined cost of resource inputs for the cost object computed with reference to set of
technical specifications and efficient operating conditions.

Standard costs are used as scale of reference to compare the actual costs with the standard cost with a view to determing
the variances, if any, and analyse the causes of variances and take proper measure to control them. Standard costs ar
also used for estimation.

4.8 Utilities: Significant inputs such as power, steam, water, compressed air and the like which are used for manufacturing
process but do not form part of the final product.

4.9 Stand-by utilities: Any utility created to safeguard against the failure of the main source of inputs.
5. Principles of measurement
5.1 Each type of utility shall be treated as a distinct cost object.

5.2 Cost of utilities purchased shall be measured at cost of purchase including duties and taxes, transportation cost,
insurance and other expenditure directly attributable to procurement (net of trade discounts, rebates, taxes and duties
refundable or to be credited) that can be guantified with reasonable accuracy at the time of acquisition.

5.3.1 Cost of self generated utilities for own consumption shall comprise direct material cost, direct employee cost, direct
expenses and factory overheads.

5.3.2 In case of Utilities generated for the purpose of inter unit transfers, the distribution cost incurred for such transfers
shall be added to the cost of utilities determined as per paragraph 5.3.1.

5.3.3 Cost of Utilities generated for the inter company transfers shall comprise direct material cost, direct employee cost,
direct expenses, factory overheads, distribution cost and share of administrative overheads.

5.3.4 Cost of Utilities generated for the sale to outside parties shall comprise direct material cost, direct employee cost,
direct expenses, factory overheads, distribution cost, share of administrative overheads and marketing overheads.

The sale value of such utilities will also include the margin.
5.4 Finance costs incurred in connection with the utilities shall not form part of cost of utilities.

5.5 The cost of utilities shall include the cost of distribution of such utilities. The cost of distribution will con®st of th
cost of delivery of utilities up to the point of consumption.

5.6 Cost of utilities shall not include imputed costs.

5.7 Where cost of utilities is accounted at standard cost, the price variances related to utilities shall be treated as part of
cost of utilities and the portion of usage variances due to normal reasons shall be treated as part of cost of utilities.
Usage variances due to abnormal reasons shall be treated as part of abnormal cost.

5.8 Any Subsidy/Grant/Incentive or any such payment received/receivable with respect to any cost of utilities shall be
reduced for ascertainment of the cost to which such amounts are related.

5.9 The cost of production and distribution of utilities shall be determined based on the normal capacity or actual
capacity utilization whichever is higher and unabsorbed cost, if any, shall be treated as abnormal cost6. Cost of a Stand-
by Utility shall include the committed costs of maintaining such a utility.

5.10 Any abnormal cost where it is material and quantifiable shall not form part of the cost of utilities.
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5.11 Penalties, damages paid to statutory authorities or other third parties shall not form part of the cost of utilities.

5.12 Credits/recoveries relating to the utilities including cost of utilities provided to outside parties, material and
guantifiable, shall be deducted from the total cost of utility to arrive at the net cost of utility.

5.13 Any change in the cost accounting principles applied for the measurement of the cost of utilities should be made
only if, it is required by law or for compliance with the requirements of a cost accounting standard, or a change would
result in a more appropriate preparation or presentation of cost statements of an organisation.

6. Assignment of costs

6.1 While assigning cost of utilities, traceability to a cost object in an economically feasible manner shall be the guiding
principle.

6.2 Where the cost of utilities is not directly traceable to cost object, it shall be assigned on the most appropriate basis.

6.3 The most appropriate basis of distribution of cost of a utility to the departments consuming services is to be derived
from usage parameters.

7. Presentation
7.1 Utilities costs shall be presented as a separate cost head for each type of utility in the cost statement, if material.

7.2 Where separate cost statements are prepared for utilities, cost of utilities shall be classified as purchased or generated
Such statement shall also include cost of utilities consumed along with quantitative information by individual consuming
units, inter unit transfers, inter company transfers and sale to outside parties wherever applicable.

8.1 The cost statements shall disclose the following:
1. The basis of distribution of Cost of Utility to the consuming centres.
. The cost of purchase, production, distribution, marketing and price with reference to sales to outside parties.
. Where cost of utilities is disclosed at standard cost, the price and usage variances.
. The cost and price of Utility received from/supplied to related parties
. The cost and price of Utility received from/supplied as inter unit transfers and inter company transfers
. Cost of utilities incurred in foreign exchange.
. Any Subsidy/Grant/Incentive and any such payment reduced from Cost of utilities.

. Credits/recoveries relating to the Cost of utilities.

© 00 N o o B~ W DN

. Any abnormal cost excluded from Cost of utilities.
10. Penalties and damages paid etc excluded from cost of utilities.

8.2 Any change in the cost accounting principles and methods applied for the measurement and assignment of the Cost
of utilities during the period covered by the cost statement which has a material effect on the Cost of utilities. Where the
effect of such change is not ascertainable wholly or partly the fact shall be indicated.

8.3 Disclosures shall be made only where material, significant and quantifiable.

8.4 Disclosures shall be made in the body of the Cost Statement or as a foot note or as a separate schedule.

SAdapted from paragraph 5.7 of CAS 3
"Related party as per the applicable legal requirements relating to the cost statement as on the date of the statement
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SEBI/CFD/DIL/DIP/38/2009/08/20
August 20, 2009
To all registered Merchant Bankers
To all registered Bankers to an Issue
To all registered Registrars to issues
Dear Sir/Madam,
Sub.: Amendment to SEBI (DIP) Guidelines, 2000 - Rights Issue Process/ Procedure.
LINK: http://www.sebi.gov.in/circulars/2009/cfddip2009.pdf
RBI
CIRCULAR / PRESS NOTE

RBI/2009-10/123

DPSS.CO.PD.N0.344/02.14.06/ 2009-10
August 14, 2009

To

All System Providers, System Participants

and any other prospective prepaid payment instrument issuer

Dear Sir,

Policy Guidelines for issuance and operation of Prepaid Payment Instruments in India

A reference is invited to our circular no. RBI/2008-09/ 458, DPSS.CO.PD.N0.1873/02.14.06/ 2008-09 dated April 27, 2008 thaclos

policy guidelines on the captioned subject.

2. In amendment to paragraph 3.2 of the Guidelines, it has now been decided to permit Other Persons to issue mobile pimire based

closed system pre-paid payment instruments. The entities proposing to issue such instruments shall fully comply with the above

guidelines.

3. Entities issuing mobile phone based semi-closed payment instruments shall specifically note to ensure full complisafeg tmatds

against money laundering (KYC/AML/CFT) provisions as stipulated under Para 6 of the above guidelines.

4. The mobile phone based semi-closed payment instruments issued by other persons shall also comply with the followisg conditio

i.  The maximum value of such instruments shall not exceed Rs 5000/-.

ii. The purchase/reloading of these instruments against the value of airtime/talktime shall not be permitted.

ii. This facility shall be enabled only to facilitate purchase of goods and services. Person-to-person transfer of valudehall not

permitted.

5. All persons proposing to operate payment systems involving the issuance of these Pre-paid Payment Instruments shall seek
authorization from the Department of Payment and Settlement Systems, Reserve Bank of India, under the Payment and Settlement
Systems Act, 2007. The application for authorization shall also include the risk management process that would be adopted by th
entity.

6. The directive is issued under section 18 of Payment and Settlement Systems Act 2007, (Act 51 of 2007).

Yours faithfully

(G.Padmanabhan)

Chief General Manager

RBI
CIRCULAR / PRESS NOTE
RBI/2009-10/129
RPCD.SME&NFS.BC.N0.16/06.02.31(P) /2009-10
August 24, 2009
The Chairman/Managing Director
All Scheduled Commercial Banks
(including RRBs & Local Area Banks)
Dear Sir,
Collateral Free loans - Micro and Small Enterprises(MSES)
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Please refer to our circular RPCD.SME&NFS. BC No. 84A /06.02.31(P) /2008-09 dated January 20, 2009 regarding extendihg collate
free loans upto Rs. 5 lakh sanctioned to the units of MSE sector (both manufacturing and service enterprises) as defitf®idEDder

Act, 2006. We have received enquiries as to whether these guidelines are advisory or mandatory in nature. It is clénégsel that
guidelines are mandatory and banks must not obtain collateral security in the case of loans upto Rs. 5 lakh extend&dftthal MSE

sector.

2. You are requested to issue suitable instructions to your branches/controlling offices for meticulous and strict contipiarecgid.
3. Please acknowledge receipt.

Yours faithfully,

(R.C.Sarangi)

Chief General Manager

RBI
CIRCULAR / PRESS NOTE
RBI/2009-10/130
DBOD.BP.BC No. 32 /21.01.001/ 2009-10
August 27, 2009
The Chairmen/Chief Executives of all Commercial Banks
(excluding RRBS)
Dear Sir,
Collection of account payee cheque - Prohibition on crediting proceeds to third party account
Link: http://rbidocs.rbi.org.in/rdocs/notification/PDFs/DDBODC270809.pdf
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, PART-Il SECTION 3, SUB-SECTION (I) EXTRAORDINARY]
Government of India
Ministry of Finance
(Department of Revenue)

Notification No. 21 /2009- CE (N.T.)

New-Delhi,the 20th August, 2009
29 Sravana, 1931Saka
GSR.... In exercise of the powers conferred by sub-clause (iii) of clause (c) of section 23A of the Central Excise Acbf 1944],1
the Central Government hereby specifies any public sector company as class of persons for the purposes of the said clause.

Explanation.- For the purpose of this notification , a "public sector company” shall have the same meaning as is assigiieds® it
(36A) of section 2 of the Income-tax Act, 1961 ( 43 of 1961)

(Simmi Jain)
Director , Government of India
F.No. 275/47/2009-CX8A
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, PART-II SECTION 3, SUB-SECTION (I) EXTRAORDINARY]
Government of India
Ministry of Finance
(Department of Revenue)

Notification No. 124 /2009-Cus (N.T)
New-Delhi,the 20th August, 2009
29 Sravana, 1931 Saka

GSR......... In exercise of the powers conferred by sub-clause (iii) of clause (c) of section 28E of the Customs Act,1962()5thef 1962
Central Government hereby specifies following as class of persons for the purposes of said clause , namely :-

i. any public sector company;

i. a resident who proposes to import goods claiming for assessment under heading 9801 of the First Schedule to the Customs
Tariff Act, 1975 ( 51 of 1975).

Explanation: - For the purpose of this notification .-

1. "public sector company" shall have the same meaning as assigned to it in clause (36A) of section 2 of the Income-tak4g:t, 196
of 1961);
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2. "resident" shall have the same meaning as is assigned to it in clause (42) of section 2 of the Income-tax Act, 19831(.43 of 1
( Simmi Jain)
Director, Government of India
F.No 275/47/2009-CX8A
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, PART-Il SECTION 3, SUB-SECTION (I) EXTRAORDINARY]
Government of India
Ministry of Finance
(Department of Revenue)

Notification No. 27 /2009-ST
New-Delhi,the 20th August, 2009
29 Sravana, 1931 Saka
GSR ....... In exercise of the powers conferred by sub-clause (iii) of clause (b) of section 96A of the Finance Act,199443Zlut 199
Central Government hereby specifies any public sector company as class of persons for the purposes of the said clause.
Explanation. - For the purpose of this notification , a "public sector company" shall have the same meaning as is assigiease i
(36A) of section 2 of the Income-tax Act, 1961 ( 43 of 1961).
( Simmi Jain)
Director,Government.of India
F.No 275/47/2009-CX8A
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART II,
SECTION 3, SUB-SECTION (1)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue)

Notification No. 25/2009-Service Tax

New Delhi, the 19th August, 2009.
G.S.R. (E).- In exercise of the powers conferred by section 93 and 94 of the Finance Act, 1994 (32 of 1994), the CentnenhGovern
hereby makes the following rules further to amend the Export of Services Rules, 2005, namely :-
I. (1) These rules may be called the, Export of Services (Amendment) Rules, 2009.
(2) They shall come into force on the date of their publication in the Official Gazette.
2. In the Export of Services Rules, 2005, in rule 3, for the Explanation the following
Explanation shall be substituted, namely:-
"Explanation.-For the purposes of this rule "India" includes the installations, structures and vessels in the continehtabshelfd
the exclusive economic zone of India.";

[F.No.B-I/1/2009-TRU]
(Limatula Yaden)
Deputy Secretary to the Government of India
Note. The principal rules were published in the Gazette of India, Extraordinary Part ll, Section 3, Sub-section (i) vitlBXEES, Rated
the 3rd March, 2005 and were last amended by Notification No. 20/2008- Service Tax, dated the 10th May, 2008 vide nun3tér G.S.R.
(E), dated the 10th May, 2008.
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART II,
SECTION 3, SUB-SECTION (1)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue)

Notification No. 26/2009-Service Tax
New Delhi, the 19th August, 2009.

G.S.R. (E).- In exercise of the powers conferred by clauses (A) and (B) of section 113 of the Finance (No.2) Act, 2000983t 2
Central Government hereby appoints the 1st day of September, 2009, as the date on which the provisions of the saidvctrgball co
force.
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[F.No.B-1/I/2009-TRU]
(Limatula Yaden)
Deputy Secretary to the 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)

New Delhi, the 9th September, 2009
Notification No. 36/2009-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 199®)r(refezned
to as the Finance Act), the Central Government, on being satisfied that it is necessary in the public interest so tordecimeletye
notification of the Government of India in the Ministry of Finance (Department of Revenue) N0.28/2009-Service Tax, datst the 31
August, 2009, published in the Gazette of India, Extraordinary, vide number G.S.R. 617 (E), dated the 31 st August, 2089, excep
respects things done or omitted to be done before such rescission.
2. This natification shall come into force with effect from the date of publication in the Gazette of India.
[F. No. 356/24/2009-TRU]
(Prashant Kumar)
Under Secretary to the Government of India

Note.- The principal notification No.28/2009-Service Tax, dated the 31 st August, 2009 was published in the GazettexoBodimdgty,
vide number G.S.R. 617(E), dated the 31 st August, 2009

[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY; PART II, SECTION 3, SUB-SECTION (i)]
Government of India
Ministry of Finance
(Department of Revenue)

Notification No.22/2009-Central Excise (N.T.)

New Delhi, the 7th September, 2009
G.S.R (E).- In exercise of the powers conferred by section 37 of the Central Excise Act, 1944 (1 of 1944) and sectidfirtsdhoEthet,
1994 (32 of 1994), the Central Government hereby makes the following rules further to amend the CENVAT Credit Rules, 8004, name
1. (1) These rules may be called the CENVAT Credit (Second Amendment) Rules, 2009.
(2) They shall come into force on the date of their publication in the Official Gazette.
2. In the CENVAT Credit Rules, 2004, in rule 3, in sub-rule (7), in clause (a), after the proviso, the following proviz® iskalited,
namely:-
"Provided further that the CENVAT credit in respect of inputs and capital goods cleared on or after the 7th Septemben 2009 fro
export-oriented undertaking or by a unit in Electronic Hardware Technology Park or in a Software Technology Park, asahdease m
on which such undertaking or unit has paid -

1. excise duty leviable under section 3 of the Excise Act read with serial number 2 of the notification no. 23/2003-Ceetral Exci
dated 31st March, 2003 [G.S.R. 266(E), dated the 31st March, 2003]; and
2. the Education Cess leviable under section 91 read with section 93 of the Finance (No. 2) Act, 2004 and the Secondary and High

Education Cess leviable under section 136 read with section 138 of the Finance Act, 2007, on the excise duty referred to in (A)
shall be the aggregate of -
l. that portion of excise duty referred to in (A), as is equivalent to -

i. the additional duty leviable under sub-section (1) of section 3 of the Customs Tariff Act, which is equal to the dusg of exci
under clause (a) of sub-section (1) of section 3 of the Excise Act;

. the additional duty leviable under sub-section (5) of section 3 of the Customs Tariff Act; and

Il the Education Cess and the Secondary and Higher Education Cess referred to in (B)".

[F.N0.354/158/2008-TRU]

(Prashant Kumar)

Under Secretary to the Government of India

Note.- The principal rules were published in the Gazette of India, Extraordinary, Part I, Section 3, Sub-section (ificédiendid.23/
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2004-Central Excise(N.T.), dated the 10th September, 2004 [G.S.R.600(E), the 10th September, 2004] and were last amended by
notification No.16/2009-Central Excise(N.T.), dated the 7th July, 2009, that was published in the Gazette of India, ExtrRartiha
Section 3, Sub-section (i) [G.S.R.481(E)].

New Delhi, 7th September , 2009.
S.0. 2276 (E) - In exercise of the powers conferred by sub-section (2) of section 610B of the Companies Act, 1956, the Central
Government hereby makes the following Scheme to amend the Scheme for Filing of Statutory Documents and other Transactions by
Companies in Electronic Mode, namely:-

1. (1) This Scheme may be called as the "Scheme for Filing of Statutory Documents and other Transactions by Companies in
Electronic Mode (Amendment) Scheme, 2009.
2) This scheme shall come into force on the 13th day of September, 2009.

2. In the Scheme for Filing of Statutory Documents and other Transactions by Companies in Electronic Mode, in Annexagraghn p
4, for sub-paragraph (8), the following sub-paragraph shall be subsitutued, namely:-
"(8) Collection of Stamp Duty on documents through MCA portal and dispensation of physical submission thereof.

(a) The Central Government, for the purpose of making all transactions faster, improving service delivery and makingtt@ffice of
Registrar paperless, has decided to dispense with the physical submission of documents. The Central Government stwlegtitially
stamp duty payable on Form No.1, Memorandum of Association, Article of Association, Form No. 5 and Form No. 44 at thestime of t
e-filing, through MCA portal www.mca.gov.in. The Central government shall collect the stamp duty on behalf of the StategBts/zernm
and Union territories for specific purpose of e-filing of documents under the provission of the Companies Act, 1956 arilesaena

directly to the accounts of the State Governments and Union territories in accordance with the approved payment and accounting
procedure. The procedure for collection of stamp duty shall come into force with effect from the 13th day of September @009. O
twenty eight

States and seven Union territories, except State of Sikkam, where the provisions of the Companies Act ,1956 are ndieienttat], t
Government has sought authorisation to generate e-Stamps on their behalf. The Central Government has received authmoizigtion fro
twenty-two State Governments and Union territory Administrations. As soon as the authorization from the remaining twedwiel States
Union territories, namely, Chandigarh, Daman and Diu, Himachal Pradesh, Kerala, Mizoram, Puducherry, Dadra and NagaaHaveli, Go
Jammu and Kashmir, Lakshadweep, Nagaland and Tripura is received, the Central Government shall start collection of stamp duty o
their behalf also.

(b) There shall be a transition period of three and a half months to enable the companies to use their already purcpagedsstah®

1st day of January, 2010 shall be the cut off date for a company to compulsorily make payment electronically for stanggptety in

of the States which have authorized the Central Government to collect stamp duty on their behalf. In respect of the States tihem
authorization is yet to be received, the company shall continue to pay stamp duty outside the MCA portal .

(c) The company shall not make physical submission of documents on which stamp duty is paid electronically through MCA portal.
However, documents on which stamp duty is not paid through MCA portal, the company shall, in addition to their eleciyonic filin
submit physical copies of such stamped documents at the office of the Registrar also, simultaneously.

3(d) Documents other than those specified in clause (a) which are not covered for payment of stamp duty through MCA @ortal, and
which stamp duty payable in respective State is equal to or less than one hundred rupees, such stamped documentspstidlybe scan
the company and filed electronically for evidencing by the Registrar and need not be submitted physically except those ediléed

for compounding of offence under clause (a) of sub-section (4) of section 621A. However, the company shall retain suck dolgument
stamped in original for a minimum period of three years from the date of filing of such documents and shall be requitee thesame

as and when the same is required for inspection and verification by the competent authorities namely, the Collector dftistamps o
respective State or Union territory or the Registrar".

[F No 1/04 /2009 CL.V]

Renuka Kumar,

Joint Secretary.

Note: The principal scheme was published vide number S.0.1844 (E) dated the 26th October, 2006
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[ PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART - I,
SECTION 3, SUB-SECTION (i)]
GOVERNMENT OF INDIA
New Delhi, 7th September , 2009.
G.S.R. 642(E) - In exercise of the powers conferred by sub-section (1) of section 642 and 610B read with sections 610Afahd 610E
Companies Act, 1956, the Central Government hereby makes the following rules to amend the Companies (Electronic Filing and
Authentication of Documents) Rules, 2006, nhamely:-
1. (1) These rules may be called the Companies (Electronic Filing and Authentication of Documents) Amendment Rules, 2009.
2) These rules shall come into force on the 13th day of September, 2009.
2. In the Companies (Electronic Filing and Authentication of Documents) Rules, 2006, in rule 3, in sub-rule (1), aftesthe provi
the following proviso shall be inserted, namely :-
" Provided further that if stamp duty on such documents is paid electronically through Ministry of Corporate Affairs pontelasgon.in,
in such case, the company shall not be required to make physical submissition of such documents, in addition to their suthmissio
electronic form: Provided also that in respect of certain documents filed under the Companies Act, 1956 which are nadrcovered f
payment of stamp duty through Ministry of Corporate Affairs portal, and stamp duty payable on such documents in respdstive stat
equal to or less than one hundred rupees, the company shall scan such stamped documents complete in all respects and shall file
electronically for evidencing by the Registrar and shall not be required to submit such documents, except those whicbdate equi
filed for compounding of offences under clasue (a) of sub-section (4) of section 621A of the Companies Act, 1956, inahfophysic
separately: Provided also that the company shall retain such documents duly stamped in original for a minimum periashos fnoee y
the date of filing of such documents and shall be required to produce the same as and when the same is required farndspection
verification by the competent authority being the Collector of Stamps of respective State or Union territory or the Registrar".
[F No 1/04 /2009 CL.V]
Renuka Kumar,
Joint Secretary.
Note: The principal rules were published vide number G.S.R. 557(E), dated the 14th September, 2006.
SEBI
CIRCULAR/PRESS NQTE

SEBI/IMD/CIR No.8/ 174648/2009
August 27, 2009
All Mutual Funds, Asset Management Companies (AMCs)
and Association of Mutual Funds in India (AMFI)
Dear Sir/Madam,
Sub.: Code of Conduct for Intermediaries of Mutual Funds
LINK: http://www.sebi.gov.in/circulars/2009/cir0809.pdf
SEBI
CIRCULAR/PRESS NOTE

SEBI/IMD/CIR No. 9/176988/2009

September 16, 2009
The All Mutual Funds, Asset Management Companies (AMCS),
Association of Mutual Funds in India (AMFI)
Sir/Madam,
Sub: Systems Audit of Mutual Funds
Considering the importance of systems audit in the technology driven asset management activity, it has been decided that
mutual funds shall have a systems audit conducted by an independent CISA/CISM qualified or equivalent auditor.
The systems audit should be comprehensive encompassing audit of systems and processes inter alia related to examinatiol
of integration of front office system with the back office system, fund accounting system for calculation of net asset values,
financial accounting and reporting system for the AMC, Unit-holder administration and servicing systems for customer
service, funds flow process, system processes for meeting regulatory requirements, prudential investment limits and access
rights to systems interface.
Accordingly, you are advised to get the above systems audit conducted once in two years. You are further advised to place
the Systems Audit Report and compliance status before the Trustees of the mutual fund. The systems audit report/findings
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alongwith trustee comments should be communicated to SEBI.

For the financial years April 2008 - March 2010, the systems audit should be completed by September 30, 2010. This circular
is being issued in exercise of the powers conferred by Section 11(1) of Securities and Exchange Board of India Act, 1992, read
with the provisions of Regulation 77 of the SEBI (Mutual Funds) Regulations, 1996, to protect the interests of investors in
securities and to promote the development of, and to

regulate, the securities market.
Yours faithfully,
ASHA SHETTY

SEBI
CIRCULAR/PRESS NOTE
SEBI/CFD/ICDRR/2/2009/29/09
September 29, 2009
To All Registered Merchant Bankers
Dear Sirs,

Sub.: Filing of offer documents with the Board under Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009
Link: http://www.sebi.gov.in/circulars/2009/cfdcir02.pdf
SEBI
CIRCULAR /PRESSNOTE

MRD/DSA/SE/Cir- 12/09
October 07,2009
The Managing Directors / Chief Executive Officers /
Executive Directors / Officiating Executive Directors
of all Stock Exchanges.
Dear Sir/ Madam,
Sub: - Prior approval for re-commencing trading on the Stock Exchange.
Link: http://www.sebi.gov.in/circulars/2009/mrdcirl122009.pdf
RBI
CIRCULAR /PRESS NOTE

RBI/2009-10/162
DNBS (PD) CC.No. 160/03.10.001/2009-10
September 17, 2009
All deposit taking NBFCs (excluding RNBCS)
Dear Sirs,
Requirement for obtaining prior approval of RBI in cases of acquisition/ transfer of control of NBFCs accepting deposits.
Link: http://www.rbi.org.in/scripts/NotificationUser.aspx?1d=5278&Mode=0
[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY,
PART I, SECTION 3, SUB-SECTION (i)]
(DEPARTMENT OF REVENUE)
Notification No. 23/2009-Central Excise (N.T.)

New Delhi the 25, September, 2009
G.S.R. (E). In pursuance of sub-rule (2) and sub-rule (3) of rule 19 of the Central Excise Rules, 2002, the Central Bisard of Ex
and Customs hereby makes the following amendment in the notification of the Government of India in the Ministry of
Finance (Department of Revenue) number 44/2001-Central Excise (N.T.), dated the 26th June, 2001, published in the Gazette
of India, Extraordinary, Part-ll, Section 3, Sub-section (i), vide number G.S.R. 474(E), dated the 26th June, 2001, namely:-
After sub-para (ix) and before Explanation, the following proviso shall be inserted, namely:-
"Provided that this procedure shall also be available for the supplies made by an Advance authorization holder to a
manufacturer holding another Advance authorization, if such manufacturer, in turn, supplies the resultant products to an
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ultimate exporter in terms of para 8.3(c) of the Foreign Trade Policy, and the procedure, safeguards and conditions as
prescribed in this notification shall apply mutatis-mutandis."

[F-N0.224/64/2009-CX.6]

(V.P. Singh)

Under Secretary to the Government of India.

Note.- The principal notification no. 44/2001- Central Excise(N.T.) dated 26th June, 2001 was published in the Gazette of India
Extraordinary, Part I, Section 3, Sub-section (i),vide number, G.S.R. 474(E), dated the 26th June 2001, and was last amended
by natification No. 32/2003-Central Excise(N.T) dated the 9th April, 2003, vide number ,G.S.R.326(E), dated the 9th April,
2003.

New Delhi, 23 rd September, 2009

Notification No. 38/2009 - Service Tax

G.S.R. -(E).- In exercise of the powers conferred by section 93 and sub-section (1) of section 94 of the Finance Zct, 1994 (3
of 1994), the Central Government on being satisfied that it is necessary in the public interest so to do, hereby makes the
following rules further to amend the Export of Services Rules, 2005, namely :-
1. (1) These rules may be called the Export of Services (Second Amendment) Rules, 2009.
(2) They shall come into force on the date of their publication in the Gazette of India.
2. In the Export of Services Rules, 2005, in rule 3, in sub-rule (1),-
1. in clause (i), for the brackets, letters and word "(zzzz) and (zzzza)", the brackets, letters and word "(zzzz), (zzzza), and
(zzzzm)" shall be substituted;

2. inclause (ii), for the brackets, letters and word "(zzzzh) and (zzzzi)", the brackets, letters and word "(zzzzhz¢z&)zi), (
and (zzzzl)" shall be substituted; and

3. in clause (iii), sub-clause (b), for the brackets, letters and word "(d),(zzzc) and (zzzr)",the brackets, letters and word
"(d),(zzzc),(zzzr) and (zzzzm)" shall be substituted.
[F. No. B1/1/2009-TRU]
(Prashant Kumar)
Under Secretary to the Government of India
Note.- The principal rules were notified vide notification no. 9/2005-Service Tax, dated the 3rd March, 2005 and published in
the Gazette of India, Extraordinary vide number G.S.R. 151(E), dated the 3rd March 2005 and were last amended vide
notification No.25/2009-Service Tax, dated the 19 th August, 2009 vide number G.S.R. 583(E), dated the 19 th August, 2009.
[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)

New Delhi, the 23rd September, 2009

Notification No. 39/2009-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)
(hereinafter referred to as the Finance Act), the Central Government, on being satisfied that it is necessary in the public
interest so to do, hereby exempts the taxable service specified in sub-clause (zzb) of clause 105 of section 65 of the Finance
Act, provided by a person ( hereinafter called the 'service provider') to any other person ( hereinafter called the 'service
receiver’) during the course of manufacture or processing of alcoholic beverages by the service provider, for or on behalf of
the service receiver, from so much of value which is equivalent to the value of inputs, excluding capital goods, used for
providing the same service, subject to the following conditions, namely:-
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a) that no Cenvat credit has been taken under the provisions of the Cenvat Credit Rules, 2004;
b) that there is documentary proof specifically indicating the value of such inputs; and

c) where the service provider also manufactures or processes alcoholic beverages, on his or her own account or in a manne
or under an arrangement other than as mentioned aforesaid, he or she shall maintain separate accounts of receipt, productior
inventory, despatches of goods as well as financial transactions relating thereto.

2. This notification shall come into force on the date of publication in the Gazette of India.

Explanation.- For the purposes of this notification, the words or phrase ‘input’, or as the case may be, ‘capital goods' shall
have the meaning as is assigned to them under rule 2 of the Cenvat Credit Rules, 2004.

[F. No. 332/17/2009-TRU]
(Prashant Kumar)
Under Secretary to the Government of India

New Delhi, the 29th September 2009.

To,

All Chief Commissioners of Customs/ Customs & Central Excise

All Commissioners of Customs/Customs (Prev.)/Customs &Central Excise / Central Excise.

DG, CEIB, New Delhi.

DG, Central Excise Intelligence/ DGRI/ DG (Export Promotion) /DGI/ DG, NACEN/ DG (Systems & Data Management),

Chief Departmental Representative, Customs, Excise & Service Tax Appellate Tribunal, West Block-2, R.K. Puram, New Delhi.
Sir/Madam,

Sub: Re-Export of goods imported under reward schemes which are defective or unfit for use Re-credit of duty-Reg.

| am directed to invite your attention to the above mentioned subject and to say that, representations have been received in
the Board seeking extension of the facility of re-credit of the duty presently availble to goods imported under Duty Entitlemen
Pass Book Scheme (DEPB), Vishesh Krishi and Gram Udyog Yojana (VKGUY) and Served From India Schemes (SFIS) to the
goods imported under reward schemes such as Target Plus Scheme (TPS) / Duty Free Credit Entittement (DFCE), Focus

Market Scheme (FMS), Focus Product Scheme (FPS) Hi-Tech Product Export Promotion Scheme (HTPEPS). Status Holder
Incentive Scheme (SHIS) and Agrilnfrastructure Incentive scheme under VKGUY.

2. The matter has been examined by the Board. The Board had earlier vide Circular no 21/2006-Cus dt 10.8.2006 clarified that
the goods imported under Served From India Scheme (SFIS) and Vishesh Krishi and Gram Udyog Yojana (VKGUY) can be re-
exported if the goods are found to be defective or unfit for use. The exporter in such cases was to be given a credit entitleme
Certificate equal to 98% of the debit made at the time of import by the Jurisdictional Commissioner of Customs provided the
exporter fulfils the criteria laid down in the circular. Similar facility was earlier extended to the goods imported undan®EPB
DFRC schemes vide Circular numbers 75/2000 dt 11.9.2000 and 29/2005 dt 08.07.2005 respectively.

3. It has now been decided to extend the above-mentioned facility to scrips issued under all reward schemes. Accordingly,
in case where the goods imported against TPS / DFCE / FMS / FPS / HTPEPS/SHIS/ Agrilnfrastructure Incentive scheme
under VKGUY are found defective or unfit for use, the same may be permitted to be re-exported by the Commissioner of

Customs subject to the following conditions :-
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Re-export of goods takes place from the same port from where the goods were imported;
1. The goods are re-exported within 6 months from the date of import;

2. The Deputy Commissioner/Assistant Commissioner of Customs, as the case may be, is satisfied about the identity of the
goods; and

3. The goods were not put into use after import.

4.In such cases, on re-export of goods, 98% of the credit amount debited in the above said duty credit scrips shall be
generated by the concerned Custom House in the form of a Certificate. The said Certificate shall inter alia contain details of
the original duty credit scrips and the value, quantity and description of the goods exported.

5. Based on the aforesaid certificate issued by the Customs department an application shall be filed by the exporter with the
concerned Regional Authority to enable the authority to take necessary action in terms of Para 3.11.6 of the Hand Book of
Procedure, Vol.l, 2009-14.

6. These instructions may be brought to the notice of the trade / exporters by issuing suitable Trade / Public Notices.
Suitable Standing orders/instructions may be issued for the guidance of the assessing officers. Difficulties faced, if any, in
implementation of the Circular may please be brought to the notice of the Board at an early date.

Receipt of this Circular may kindly be acknowledged.
Yours faithfully,

Sd/-

(RAJESH KUMAR AGARWAL)

UNDER SECRETARY (DRAWBACK)
N0.402/92/2006-MC (21 of 2009)

Government of India/ Ministry of Finance
Department of Revenue
Central Board of Direct Taxes
New Delhi dated the 30th September 2009
PRESS RELEASE

The Income Tax Act 1961 (the Act) has been amended with effect from 1st October 2009 to provide that any gift-in-kind, being
an immovable property or any other property, the value of which exceeds Rs.50,000 (rupees fifty thousand), will become
taxable in the hands of the donee, being an individual or a Hindu Undivided Family (HUF), as income from other sources
under clause (vii) of sub-section 2 of section 56 of the Act. Therefore, any such person who receives a gift of any such
property on or after 1st October 2009 must pay the income tax due on the value of the gift and disclose the taxable value of
such property in the return of income for assessment year 2010-11 and subsequent years.

The following types of gifts will, however, not be subject to tax, i. e. gifts (a) from a person who is a relative; (b) on the
occasion of marriage of the individual; (c) under a will or by way of inheritance; (d) in contemplation of death of the donor;
(e) from any local authority as defined in the Explanation to section 10(20) of the Act; (f) from any fund or trust established
under section 10(23C) of the Act; (g) from any trust or institution registered under section 12AA of the Act.

Relative is defined in the Act as (i) spouse; (ii) brother or sister; (iii) brother or sister of

the spouse; (iv) brother or sister of either of the parents; (v) any lineal ascendant or descendant; (vi) spouse of any of the
relative at clauses (ii) to (v); of the individual. Gifts received from these relatives will not be subject to tax.

Earlier cash gifts exceeding Rs.25,000 were subject to tax with effect from 1st April

2004. Later the Act was amended with effect from 1st April 2006 to tax all cash gifts having aggregate value exceeding
Rs.50,000. Cash gifts also enjoy exemptions as is available for gifts in- kind.
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National Conference on
COST AUDIT - ENTERPRISE GOVERNANCE

on 13" November 2009
at IPE Auditorium, Osmania University Campus, Hyderabod

Organized by:
Institute of Public Enterprise
iy assoalivn wilh
Institute of Cost & Works Accountants of India
{aa the knowledge partner)
and

Co-gponsoved Lry.
M/s NMDC Ltd
Association of Management Development Instilutes in South Asla
Assoclation of Indian Management Schools
Federation of AP Chamber of Commerce & Industry and
Confederation of Indian Industry{ AP)

Conference Chairperson
Dr. R K Mishra

Director, IPE

Osmania University Compus,
Hyderobad




Bm:ls:drnp

Cost Audal:

Ik i= 'I.".I'illll:'l}' rﬂug_niﬂrd that Cost Saadit hr1ps tiy msoEThET,
whether the cost :lr_'{“m.lnl:ing x-}-'uh.-'rru are in rl::lnﬁ:lnnir_l,' with the
Generally Accepted Cost Accounting Principles and to
determine the accuracy of the cost of Products and Services.
Cost Audit also helps various revenue departments Viz: to
clamp duties on ‘Dumping of Goods' and for 'determining the
Prices for excise levies' by the Excise & Customs Department,
and for determining Profits eligible for set offs and incentives by
the Income Tax Department etc. As per the International
Federcation of Accountanits (IFAC) the Apex Body regulating the
Professiom of Accountancy World Wide, Costing is an important
tool in assessing the organizational performance in terms ot
sharcholders and stakeholders value

Expert Group on Cost Audit

The Ministry of Corporate Affairs (MCA) appointed an Expert
Croup on "Cost Audit’ under the chairmanship of The Advisor
(Cost) Ministry of Corporate Affairs, This Group was well
re'prﬁi:nl'i_'-d. b}' all the stakeholders such as: rvl.-l:lre.'ieul.&li.vﬁ of
CIT, SEBL, ICWAIL [CA ete.. The recommendations of this group
which were submitted to MCA on Z4th March 2009 include; a
shift fromm Riule Based Cost Audit® to Principle Based Cost Awdit,
which is to be conducted on an anmual basis in all the Companies
including service sector covering Bducation, Hospitality
Industry Health Care, Utilities, Water Management etc., so that
the consumers are satisfied with the competitiveness and the
reasonableness of the price they pay to the products and

RBETVICES,

Enterprise GGowvernanoe:

The Corporate Governance that came in b prominence
especially during the last two decades has become a watchword
and the stock ewchanges world-over are insisting for its strict
compliance. A set of corporate scandals one after the other,
coupled with the recent global recession posed a major
challenge in regard to the wery validity of the sacrosanct
compliances of good governance that are legislated by various
countries, The Fxp-t-rt l._:“rl.n.l.p'l::ll'l Cost Audit’ identified shiftimg of
focus from 'Corporate Governance' to "Enterprise Governance
as one of the three key economic issues in its study and
suggested a ‘mechanism of certification of cost management
practices’ in all the companies inchading in service sechor, 50 as o
make themn more efficiency driven and competitive consclous.
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Lead Dignitaries from ICWAI

Sri GN Venkataraman, President, ICWAI, Sri J.K. Puri, former Chief Advisor (Cost),
Gol & former President, ICWAI, BB Goyal, Advisor (Cost), Gol, 5ri. V. Kalyana
raman, former President, ICWAT & SAFA, S Chandra Wadhwa and i, Funal
Renerjes, former Presidents ICWAL Sri. AN, Raman. 5r. M. Gopalakrishnan, and
Gri. 5.C. Vasudeva, Central Council Members, ICWAI, and 5n. K. Narasimha
Murthy, Director, IDBI will lead the deliberations.

‘Who Can Participate
CEOs, CFOs, and operating executives of all disciplines and at all levels as the
theme encompasses the vital aspects of Total Cost Management and efficient

E|‘|.|.:'r[..l:ri:n: GUvVernance.

Fee

The participation fee is Rs. 4000/~ per delegate, payable in the name of the “Institute
of Public Enterprise”.

Souvenir

In commemoration of this memorable event, it is proposed to bring out a colorful
souvenir, containing the presentations by various dignitaries and other vital
information on this theme. The copics of the souvenir will be distributed to all the
participants, to various dignitaries of the policy making institutions and to the
renowned libraries in India and abroad.

All the organizations, Banks and Financial Institutions are requested to bring-out
their advertisements through this souvenir Fee for backside cover page is
Rs, 50,000/-, inside first cover is Bs, 40,000/-, full page (colowr) B 10,0005 and half-
page (colour) Re. 5000/-. The material for printing along with the fee may be sent on
or before Sth October 2009 to the convener of the programme.

Conference Kit Bs, 1.5 lakhs, Lunch Ra, 1.00 lakh,
Morning and evening Tea Rs. 30,000/-.
Accommodation & Site seeing

IPE will extend its help for arranging hotel accommodation at the request of the
participants. IPE arranges a site seeing visit to some of the prominent places in and
around Hyderabad, including Ramoji Film City, at 9.30 am on 14th October 2009.
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AboutIPE

The institute of Public enterprises (IFE) Hyderabad was
established in 1964 as a non-profit autonomous institution for
policy studies on public enterprise and public system. IFE
receives support from the Indian Council of Soclal Science
Research (IC55R), which has recognized IFE as a 'Centre of Excellence’. In due
course, IFE developed as a centre for policy studies, management education,
traiming, management development programunes and consullancy.

About Host I‘.'L‘i'b‘r,;T

Hyderabad is noted for its natural beauty, mosques and minars,
bazaars and bridges, hills and lakes. Hyderabad is much to offer

by way ot tourist attractions - the Macca Masjid, the Falaknuma -
Palace, the Salarjung Museum, the Buddha Statue (the worlds m
tallest monaolithic statue) the Golkonda Fort, Birla Mandic : -
Ramoji Filmeity, ete..

Organising Committee Steering Committee

Dr. R K Mishra, Director Sri KR 5 Sastry

Sri. V Kalayanaraman Sri. Satyam Kandula

Sri. K R 5 Sastry Dr. Nandita Sethi

Prof. M L Saikumar Dr. Pulla Reddy

Dr. 5 Sreenivasa Murthy Sri. C A Babiji

Prof. Lokanath Mishra Gri, K Ramesh

Dr. S K Mathur Dr. A Pavan Kumar

Dr. 55 Subramanyam Mr. Ch Lakshmi Kumari

Dr. A Jagan Mohan Reddy Dr. S Jhunjhunwala

Dr. K Trivikram Rao Smit. | Kiranmai

Sri. NV Ram Anand Smit. N Madhavi Latha

All Correspondence is to be addressed to

Sri. KR 5 Sasltry, Conference Convener

Institute of Mublic Enterprise,

Cramania L.I'n'i.v;'r:.'i.l':,r l:.'lm'l:lus_. H}rde:'alm o - SO0, -‘\H India

Ph: (40-2709 8937388145 extn. 310, Cell 9848444105 & 9399921054
E-mail ; krssastrv43@yahoo.com
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Programme

THE INSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

(Set up under an Act of Parliament in the year
1944-founder member of IFAC, CAPA & SAFA)

(CONTINUING EDUCATION PROGRAMME COMMITTEE)
ORGANISING
INTENSIVE PROGRAMME ON
CORPORATE FINANCE INCLUDING FIRST TIME ADOPTION OF IFRS COURSE COVERAGE :
First Time Adoption of IFRS
An overview of Financial Risk Management

Mergers and Acquisitions
Corporate Taxation
Corporate Governance
Global Sourcing of Capital
DATES - 08-11 December, 2009 (10.00 hrs. - 17.00 hrs.)
VENUE - HOTEL SHRADDHA INN, Pimpalwadi Road, Datta Nagar, Shirdi - 423 109 (02423-256629-32)

PARTICIPATION FEE - Rs.26000/- (Rupees twenty six thousand only) towards course fee, course material,
accommodation, all meals and visits.

a5 THEINSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA
il .3 (Set up under an Act of Parliament in the year

,ﬂj 1944-founder member of IFAC, CAPA & SAFA)

=== (CONTINUING EDUCATION PROGRAMME COMMITTEE)

PROGRAMME ON
CORPORATE TAX-PLANNING COMPLIANCE & MANAGEMENT

COURSECOVERAGE:

Accounting Laws Vs Tax Laws

Provisions of Minimum Alternate Tax, Planning & Management thereof

Tax Management

Planning for Expenditure and Impact on FBT & TDS

Planning for International Taxation

Provisions relating to Exemptions/Deductions under the Income Tax Act

Managerial Decision and Tax Impact thereon

Issues in Corporate Taxation

An overview of Direct Tax Code
DATES - 08-11 December, 2009 (10.00 hrs. - 17.00 hrs.)
VENUE - HOTEL SHRADDHA INN, Pimpalwadi Road, Datta Nagar, Shirdi - 423 109 (02423-256629-32)

PARTICIPATION FEE - Rs.26000/- (Rupees twenty six thousand only) towards course fee, course material,
accommodation, all meals and visits.

the management accountant, November, 2009 925



Programme

<55 THEINSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

&Y Ii (Set up under an Act of Parliament in the year
":,EJ# 1944-founder member of IFAC, CAPA & SAFA)

R .
= (CONTINUING EDUCATION PROGRAMME COMMITTEE)

ORGANISING PROGRAMME ON
MANAGEMENT AUDIT AND PERFORMANCE OPTIMISATION

COURSE COVERAGE :

» Current Business and Economic Environment

Enhancing Enterprises Performance through Performance Optimization

Performance Optimization Techniques and Practices

Management Audit - Its' Role in Sustaining Corporate Performance

Management Control for Performance Optimisation

Management Information System

DATES - 07-09 December, 2009 (10.00 hrs. - 17.00 hrs.)

VENUE - HOTEL Hindusthan International, 235/1, AJC Bose Road, Kolkata-700 020 (033-40018000/8080)
PARTICIPATION FEE - Rs.12000/- (Rupees twelve thousand only) towards course fee, course material, lunch,
tea/coffee during the programme.

%, THEINSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

Y V

Y V V

.'E’-qr ":': %FI (Set up under an Act of Parliament in the year
L
E’E'-%J\?{;’.' 1944-founder member of IFAC, CAPA & SAFA)
& (CONTINUING EDUCATION PROGRAMME COMMITTEE)

ORGANISING PROGRAMME ON
PROJECT APPRAISAL AND MANAGEMENT

COURSE COVERAGE :

Project Appraisal

Project Evaluation Techniques

Project Management

Project Budgeting and Financing

Behavioural Aspects of Project Management

Project Risk Management

DATES - 17-18 DECEMBER, 2009 (10.00 hrs. - 17.00 hrs.)

VENUE - HOTEL THE PARK, 15 PARLIAMENT STREET, CONNAUGHT PLACE, NEW DELHI-110
001. (011-23743000)

PARTICIPATION FEE - Rs.8000/- (Rupees eight thousand only) towards course fee, course material, lunch,
tea/coffee during the programme.

YV VV V VYV
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Regions & Chapters

[ EASTERN | REGION | 2009 at its Conference Hall foron Union Budget, shared his views on
intermediate students. CMA. Debashisthe major changes proposed in the
(__ASANSOLCHAPTER D gaha, Chairman of EIRC was the chiebnion Budget, 2009 and also discussed
Report of the T*Quarterly Meet guest of the occasion. Shri Sahan detail about the impact of budget on
The T Quarterly Meet of Asansol appreciated the effort of the chapter foindividuals, industries and business
Chapter of Cost Accountants was held@oviding such type of opportunity tocommunity. Mr. J. Ravikumar, CFO,
at Chapter’s office on Saturday, the18 the students which gives them a scoppPCL shared his views on major
July 2009. Shri Niranjan Swain, Formert© @ssess their own understanding athanges proposed in Union Budget,
Chairman, EIRC of ICWAI was the the subjects. He distributed prizes t®009 w.r.t. indirect taxes and its impact
Guest Speaker. the winning students. More than 500n industries and individuals. He
students participated in the quiz anaéxplained lucidly about the changes

Ch;:rt:aenovt\j:aslsgnfgg tl\r:lt.evs:lt\iim::tz nt’c\)/von 90 prizes. CMA. N. Swain, formerrelating to Excise duty, Custom duty,
the £ Quarterly meet angthanied thechairman of EIRC and the ChapterService Tax, VAT and GST. CMA. N.
y . CMA. N. Sahoo, and CMA. S. P. padhiSwain, DGM (Finance) of OPGC Ltd. and

members for the confidence reposed on . : .
. i . were the judges apart from Shri Sahahe former chairman of EIRC and the
him and informed the circumstances i by .
under which the Einance Minister hadCMA' A. K. Swain, Hon' director, Oral Chapter moderated the entire program
Coaching and CMA. S K Sahoo, Vice-and made value addition with his critical

presented the Budget 2009-10. Shr : . . . i
oy . T . Chairman, co-ordinated the entireanalysis and expert opinions. Mr.
Niranjan Swain explained in finer details

N 8rogram. Debasish Saha, Chairman, EIRC of
the Economic Survey Report presente
by the Finance Minister on“aJuly, Seminar on “Balanced Scorecard, ICWAI proposed vote of thanks.
2009. He also lucidly explained thecreating value through Human FWESTERN ] REGION |

details of the budget presented by th&apital’

Finance Minister including direct and A seminar on “Balanced Scorecar
indirect tax proposals and introductionCreating Value Through Human Capital’Inaugration & Budget Highlights

of GST. was organized by the Cuttack Aurangabad Chapter of Cost &
Bhubaneswar Chapter on 01.07.2009 aVorks ~ Accountants [ACCA]
its Conference Hall. Dr. Snigdhainaugurated its December 2009 session
Workshop on Recommendations of Pattnaik,  Professor,  XIMB forthe ICWAI foundation, Intermediate
Expert Group on CARR & CAS Bhubaneswar was the speaker an@nd Final oral coaching classes dnh 8

A Workshop on RecommendationsMade her presentations & explained thaguly 2009 in a function organized at

of Expert Group on CARR & CAS was theoretical aspects and features off|_|0teI Atk Uinie I elgiliion b

| I 4. CMA. . followed byasmallseminaron “Budget
ol e oty i Rt ' ' 2009 Highlights” The Programme was

Shri S C Mohanty, Central CouncilMohapatra, Sr. GM (Finance) of OPGC_ginated by Miss Aboli Pathak and
Member & Chairman Corporate Lawltd. & past Chairman of the chaptercyia s R pimpale.

Committee of ICWAI highlighted the moderated the seminar. He highlighted  ~ .« = est for the function was

commendable job done by the Experthe practical —applicability of cy\a ganjay Bhargave , eminent
Group. He made a presentation abouteérformance appraisal and Balance@acticing cost accountant and Central
key recommendations and initiated thécorecard at OPGC. CMA. M.R.Lenka,council member of ICWAI. Two other

interactive session. The member$hairman PD Committee and CMA. Lalitguests of honor were Dr. Mr. M A

discussed all provisions of theK Mishra, Chairman, MDP Committee Lokhande [ HOD, Commerce Dept,

0( AURANGABAD CHAPTER )

CCUTFACK BHUBANESWAR CHAPTER)

proposed CARR and raised variou€o-ordinated the whole seminar. BAMU] and Prof. Shriniwas Dhoot [
queries and Shri Mohanty, clarifiedSeminar on “Union Budget-2009” Senior Faculty, Commerce ]
them all. The Chief Guest spoke about the

[ cibienaluanizedia seyiiar opm ortance/relevance of the Course and
Subject-based Quiz Competition for Union Budget-2009”on 7th July, 2009 b

i i he opportunities to passing students.
Students: at Chapter Office for its members an CWAFI)I;as recently repvised %he e

The Chapter organized a subjectstudents. to match the requirements of IBS and
based Quiz Competition on 28une, Mr. A. K. Sabat, a renowned speakehence the course is meeting world

the management accountant, November, 2009 927



Regions & Chapters

standards. ICWAI has entered into the If the student for any reason isintroductory pail of IFRS, he touched
MOU with reputed international unable to pay, the same will becomeipon the practical implications of IFRS
organizations of Cost and Managemenpayable by the members giving theand the way it would change reporting
Accountants viz. CDVLA[UK ], IMA guarantee. of financial statements. He also
[US], [Shrilanka] . As such, the members  pcca has created a separate funncouraged the participants to grab this
get an opportunity to have membershigermed as Students’ Welfare Fund foPPportunity and educate themselves so
of these institutes and practice abroagne year 2008-09 for this purpose byhat more value could be added to the
CMA Bhargave also guided, motivatediransferring 10% of the surplus for theProfessional services rendered by them.
the students to be consistent in theiear to this fund. His lecture was a mixture of humor and
studies and attending the classes. = Chaplalis e e CiarieT technicality keeping the audience
CMA Bhargave also reminded the, . e P I focused for the whole session.
to introduce such scheméor the benefit

students the efforts taken by ACCA o o dents. The second technical session Dr.

and its success. He appealed them t0 Anjali Bhave lucidly explained the term

exploit maximum advantage of this to__ The proposal was initiated by Mr. .S oo a0 its significance in
succeed. Dhananjay Joshi, Past President of thﬁ:RS

ICWAI.
C PUNE CHAPTER D) Inauguration Oral coaching class

Scholarship/ Loan Scheme for Students GURAT SOUTH GUJARAT CHAPTER) July-December 2009 session

Pune Chapter of Cost Accountantsl'he Surat South Gujarat Chapter jointly  The inauguration function of the
announce®cholarship/Loan Scheme with the Southern Gujarat Chamber ofOral Coaching Session July-December
for its Final Year students (who areCommerce & Industries organized are009 was organized off'2uly, 2009 at
taking admission for oral coaching byinteractive workshop on “GST the RoadSir, KP Commerce College, Surat.
PCCA) from July 2009 Session. Ahead” via video conferencing at SuratMr.Dhananjay Joshi; Past President
Scholarship Scheme Peoples Bank Hall. Mr. V. S. Datey,ICWAI was the Chief_Guest and

) . learned speaker and author of man@rinulur. U. T. Desai, Dean of

The scheme is applicable to theoooks on indirect taxes shared his view§€ommerce faculty, Veer Narmad South
Stage [II/IV studgnts who .ha\_/e on the topic and impact_on industriesGujarat University was the Guest of
completed Intgrmed@te Exammatlonand business community and role oHonor. Mrs. Priyamwada Dhananjay
(both stages)_m maX|mum_tvvo/ thre‘_aprofessionals. Mr. Chetan ShahJoshi, Practicing Cost Accountant was
z;tt:ampts and |n|corrk1e of their paregts 'Bresident of the Southern Gujaratlso present on this occasion.
el e oyt g% S CommerCe R fGueies 1n s sl or. U Dl

Welcomed the participants; he also laidyppreciated the initiatives taken by

Il + IV'is the amount of scholarship gyress on organizing such programmeghapter in running the oral coaching

payable depending on the number of, yhe penelii of business fraternity. centre successfully since last 15 years
attempts required for completing '

Intermediate Exam. i Chf”‘pter jointly With- the he adyised studeqts to gpply
Southern Gujarat Chamber of Commercgrofessional approach in preparing for
Loan Scheme & Industries organized a half day/CWAI examinations.

The scheme is applicable to theinteractive seminar on IFRS. Mr. Ram My, Dhananjay Joshi gave outline
Stage Ill/IV students whose parents’Mohan Bhave, FCA, FICWA, PCS & ofthe opportunities in store for the Cost
income is below Rs.1.50 lacks peryeal.LB (Gen.) and Dr. Anjali Bhave, Accountants, both in India and globally,
Students availing scholarship are also FICWA, were the faculties for the he congratulated the students for
eligible for loan facility. seminar. The programme commenceehaking right choice in preferring ICWAI

Maximum amount ofloan will be With address by Mr. Chetan Shaha carrier option. Mrs. Priyamwada Joshi
Rs.20000 without any interest chargBresident of the Southern Gujaratlso showered her blessings on this
and is repayable in full within two years_Chamber of Commerce & Industries. Mr.occasion.

The loan amount is to be guarantee§ha'k?ndra Saxena, Chairman gave an . shirish Mohite, Vice chairmen
by two Associate/Fellow members ofo < V€W of activities of the Chapter. of the chapter proposed formal vote of
the Institute, one of whom shoulg D Heena Oza gave an glimpse oftimegya ks, the programme was well
preferably be a past or presen%o collils b_ylmplemehtanon of '_FRS- attended by around 125 students and
Managing Committee Member of The first technical session Mr. all the faculty members who were also
PCCA. Mohan Bhave dealt with the felicitated on this occasion, it was a
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emotional touch to the programme whenlifferent topics. On 23June in First “Union Budget - 2009” on 7th July, 2009.
one of the student who was severelgession Sri A. K. Srivastava threw lightCA Mani.V.S., Sr.Manager (Taxation),
handicapped welcomed by theon Prime Cost-Basic of CostDeloitte Haskins& sells, Coimbatore
chairperson to the Icwai family. The Accounting. In the Second session o$Poke on Direct Taxes and CA Ravi. K,
whole function was successfully co-the same day Sri R. K. Trivedi discusse P (Finance) Roots Group of
coordinated by Mr. Kenish Mehta gpqut material cost management. on 24c0ompanies, Coimbatore spoke on
Secretary of the Chapter. SriD.S. Mishra delivered the lecture onindirect Taxes. The implications of the

| NORTHERN | REGION | Employee Cost Control. In the SeconQ?Udget prop(()jsals or:jl_)inlact 8;rl]ndirect
JODHPUR CHAPTER session Sri R. K. Trivedi took the lecture' <> WE€ |s.cusse = fang .
C ) on Expenses Control and Budgeting. On 2. Inauguration of the First Batch of
A seminar was organized by JodhpuB5' in first session the lecture on Cosfoundation at our Satellite Centre:-"The
Chapter of Cost Accountants onManagement Methods was given by Driir'St batch of Foundation course at our
28.05.2009 at Jodhpur. The topic foR. C. Katiyar. In Second session thé;ra]lc satellite ::esnte:j,' S.R.Plnstltl:jte of
seminar was “Corporate Governance”topic “Cost Management Technique, s eSS|Iorf1a t_tu es, heI[junt l:;a'
Shri A. D. Bhandari (Patron & the seniorABC Management and Target Costing’m‘”lugura oot L UL
y 3 - Centre on lith July, 2009. Fifty students
most member) gave detailed account ofias elaborated by Sri A. K. AwaSth"have el P o
the topic & shared his long gxpen_enceOn the last day i.e. 3elune, Sri _S. K. Secretary and Chairman- POP
& knowledge of the profession being aAgarwal covered the topic of

_ represented the Chapter. They
cost accountant. Prof. (Dr.) B.S.Improvementin Cost Managementangsngycted an Orientation programme to

Rajpurohit spoke at length on the topicCase study. the students. They also had an
& while talking about the .C.W.A.J [""sOUTHERN | REGION. | interactive session with the Faculty
activities, informed about MOU members on the conduct of the classes.

COCHIN CHAPTER .
between ICWAI & USA & other C ) Secreatry Mrs. Meena Ramiji and PD

internaFiona! institutions about full chairman Mr. Mathanagopal were
exemptions in CMA USA Course to present to motivate the students
ICWAI students. Cochin Chapter of ICWAI organized participation.

Sri M.G. Vyas, Chief guest & a Seminar on "Emerging Busines
Chairman local C.S. Institute while Models in SEZs" by Dr. Unnikrishnansc VDB END AP TER )
speaking on topic, gave details of CS &Nair, Joint Director, SEZs, Cochin Port  Hyderabad Chapter had conducted
ICWAI courses. The problem of Trust, Cochin, on June 27, 2009 at Silvea programme on “World Environment
students were heard by Sri A.D. Jhaubilee Hall of ICWAI Cochin Chapter. Day” on 5th June, 2009. at Chapter
Director Coaching. Shri Devendra Dagdl he  speaker covered variouspremises . Dr. P.V.S. Jagan Mohan Rao,
Chairman gave thanks to all theOPPOrtunities available for the past Chairman-SIRC of ICWAI and Past
participants. gntreprengursl atnd fo;_serv:cg pf?\{lderPresident of ICSI., has delivered a talk

In upcoming International CLontain€ron the occasion. The speaker lucidly
( KANPUR CHAPTER ) Transshipment Terminal (ICTT) atporught out the significance of the
A Seminar on “Cost Management in  Vallarpadam, Cochin. World Environment Day and its origin.
Ordnance Factories” in association The meeting was presided over by Shriie has dwelt at length about the steps
with The Institute of Costand Works €. A. Thulasidas, Chairman, ICWAI taken at International level, country
Accountants (Kanpur Chapter) Cochin Chapter. Shri. Sankar P. Panickelevel to keep the environment clean and

A four day programme from 530 Vice Chairman, welcomed and Shri. Sgreen. The citizens responsibility to give
26" June 2009 on Cost Management ifRamdas, Secretary, expressed the votle next generations a better world also
Ordnance Factories was organized iff thanks. highlighted during his talk. The
Ordnance factories, Kanpur. About 3({ COIMBATORE CHAPTER ) programme was interactive with
participants from number of Ordnance students seeking greater details from the
Factories from all over India attended"€€ting on Union Budget - 2009 speaker.. Sri A.S. Nageswar Rao,
the programme. The senior membersof A PDP meeting was conductedSecretary(Hyderabad Chapter of
Kanpur Chapter of Cost Accountantjointly with the Coimbatore Chapter of ICWAI) introduced the speaker to the
delivered the lecture on numbers ofCSI & Auditor’s Association on audience on the occasion.
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Budget Meet-2009-10 Impact on Direct Chairman-Professional DevelopmenDirector, OLYMPUS on behalf of

Taxation Committee introduced the speaker to th©LYMPUS Academy of Professional
Chapter had jointly with 1CcsI- Members. Sri A.S. Nageswar Raogxaminations signed an agreement on

Hyderabad Chapter and Nationa[secretary proposed vote of thanks. 15th June 2009 for opening of a Sub-

Institute of Micro, Small and Medium (C TRIVANDRUM CHAPTER ) Centre under the auspices of
Enterprises conducted a programme on “Meet The Chairman” Trivandrum Chapter of Cost
“Budget Meet-2009-10 Impact on Direct & Accountants at Kollam. The opening
Taxation” on Wednesday the 08th July, . g 1 ceremony of sub-centre by name
2009 at Hyderabad. Sri A. Bhaskar Rgi\:ilrg’f)?r? O;atrl:%il:szigjgy Olympus Academy of Professional
Reddy, IRS, Commissioner of Income Examinations was on 16th July 2009 at
Tax, A.P. had delivered a talk on the The Trivandrum Chapter of Costyjiam.
occasion. Large number of peopléAccountants arranged “Meet the _ _
attended the ?neeting. The sppeapke(Ehairman” Programme on 30.06.2009. Sri_ Shri-N P Sukumaran, Past President,
brought out the highlights of BudgetH Padmanabhan, Chairman, TCCA of CWAI inaugurated the same by
and its impact on Direct Taxation in alCWAI addressed the students. Hdighting the lamp. In his inaugural
lucid way. CS A.. Visweswara Rao,shared the recent developments in thaddress he stressed the importance of
Chairman, ICSI-Hyderabad gaveeconomy, the importance of ICWAI such sub centres and reaching maximum
welcome address, Sri G. Narayan Ragrofession and also invited studentyoungsters at their own place and the
Chairman, Hyderabad Chapter ofutmost active involvement in OPpOrtunity provided at their door step.
ICWAI and Dr. U.B. Raju, Director Marketing/Propagating the importance 1€ highlighted the importance of
(School of Enterprise Management)of |CWAI profession, especially in the ICWAI profession and stressed the
National Institute for Micro, Small and present Global Recession period. Theeed for more number of PractisinCost
Medium Enterprises also addressed 0fairman announced the plans foAccountants.
tshscfectt;?smﬁ : dserrlaAbéSd gﬁgefg:irf 'é"z‘)oceleb_rating ICWAI's Golden Jubilee The key-note address was delivered by
Y, 7Y 5 Stear in an effective purpose orientedshri. Suni Chacko, Past Chairman, SIRC.

Ahccc’“g.ta”ts i””h"duced e Spgager.t%anner- Revamping of Students Studyn his address, he highlighted the job
the audience. The meeting ended Witisjrcle was theinain agenda. opportunities that are abduntantly
a vote of thanks by Sri Ch.

Venkateswarlu, Chairman, ProfessionaPi H Padmanabhan chalked out th@vailable for Cost and Management
Development Committee, HyderabadProgrammes of reaching the studentéccountants.

Chapter of ICWAI. of various colleges, schools, gy H pagmanabhan,Chairman TCCA in
Union Budget-2009-changes in Management institutions and the publig,js felicitation address congratulated
Indirect Taxation. by attractive methods of celebratinge olympus team and the students for

ICWAI's Golden Jubilee Year involving .ho0sing CMA as their profession
Chapter had = conducted agminent personalities in various walk : ¥

programme on “Union Budget-2009- ¢ He elaborately deliberated on the
changes in Indirect Taxation” o 1 e opportunities that are available in front

Tuesday the 21st July, .2009 at Chapte?fi S.Hariharsubramanian, Viceof them. Trivandrum Chapter of the
premises. Sri P.N.Rao, Commissioner ofhairman, Sri A K S Nair, CoachingICWAI has planned to conduct an
Central Excise and Customs,Committee Chairman also addressed thessay competition which is open to
Hyderabad-1V Commissionerate hadyathering with thanks and conclusionschool/college students of Xl standard
delivered a talk on the above topic. Theemarks by Sri. S.Sathichandrarand above in Trivandrum, Kollam,

speaker lucidly brought out the topicsSecretary TCCA. Pathanamthitta, Alappuzha Districts.
about the changes in Indirect Taxation The topic choosen was also declared in
in the recent budget. Members the meeting, which is “Emerging

appreciated the information delivered by Challenges in the Global Economic Crisis
the speaker. Sri G. Narayan Rao, B rcseliancIE i

Chairman gave welcome address. Sri  The Dream project of members and

A.V.N.S. Nageswara Rao, Chairmanstudents of Kollam, PathanamthittaSri-Hariharasubramaniam S, Vice
SIRC of ICWAI summed up the Alappuzha Districts was fullfilled when Chairman and Shri.K C Thomas,
programme alongwith his observationsshri.H Padmanabhan, Chairman TCCAmmediate past Chairman, TCCA also
on the topic. Sri Ch. Venkateswarlu,on behalf of TCCA of ICWAI and the felicitated on this occasion.
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