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FROM THE EDITOR’S DESK

Greetings!

India is steadily gaining importance in the world en-
ergy scenario. It is already the fifth largest economy 
and a major energy importer.  Even import of coal, the 
mainstay of the nation’s energy resource, is expected to 
rise. High economic growth in the Asia-Pacific region, 
including India, is spurring a rapid increase in energy 
consumption. Total energy use in India has expanded in 
the past five decades, with a shift from non-commer-
cial energy to commercial energy sources. The trends 
in production of primary commercial energy in the 
past five decades indicate 
coal as the most abundant 
among all commercial en-
ergy sources. The petrole-
um and natural gas sector 
has seen significant growth 
in domestic production 
and supply. Resource aug-
mentation and growth in 
energy supply has not kept 
pace with increasing de-
mand and, therefore, India 
continues to face serious 
energy shortages. This has 
led to increased reliance on 
imports to meet the energy 
demand. In 1991, the Indi-
an government opened the 
avenue for private sector 
participation in the power 
sector. Due to the shortage 
of power, the government 
offered incentives for Independent Power Producers 
(IPPs) to enter the generation sector. New technol-
ogies that help to efficiently utilise energy, especially 
electricity, need a long time to be developed. Therefore, 
it is desirable to identify the key areas and initiate re-
search and development. There is also a need for clarity 
in the direction in which we wish to move in areas like 
energy security, research and development, addressing 
environmental concerns, energy conservation, etc.

The tariff policy is developed in consultation with the 
State Governments and the Central Electricity Authority 
(CEA) keeping in view the advice of the Central 
Electricity Regulatory Commission and suggestions of 
various stakeholders. Since the Electricity Act of 2003, 

the Government of India has issued detailed guidelines 
for competitive bidding for all future power generation 
projects, tariff norms for renewable energy, new 
transmission pricing grid code, etc., and from January 
2011, Central/State public sector companies also are 
expected to compete with the private sector to supply 
power to the distribution companies through competitive 
bidding.

Though subsidies are a burden on the government, they 
are one of the most powerful policy tools in its hands to 
achieve a range of economic, social and environmental 
objectives. There are a number of criteria by which a sub-

sidy policy may be appraised 
in the power sector in India. 
In the Indian power sector, 
consumers in each state are 
divided into five broad cat-
egories: domestic, agricul-
ture, commercial, industry 
and railways. Each of these 
categories is further divided 
into sub-categories based on 
consumption levels. The cat-
egories and sub-categories 
vary from state to state. Even 
within these sub-categories, 
some states have different 
tariff rates for consumers in 
urban and rural areas.

Power is subsidized for 
agricultural and domestic 
consumers through two 
sources: (i) state support 
to State Electricity Boards 

(SEBs) in the form of subventions or write-off of 
loans or interest, etc., and (ii) cross-subsidization by 
charging higher prices from industrial and commercial 
consumers. 

This issue presents a good number of articles by 
distinguished experts and authors on the ‘Economics of 
the Power Sector’, the cover story theme of this issue. 
A new section, ‘Letters to the Editor’ that started a few 
issues ago, continues. We look forward to constructive 
feedback from our readers on the articles and overall 
development of the journal under this section. Please 
send your mails at editor@icmai.in. We thank all the 
contributors to this important issue and hope our 
readers enjoy the articles.



PRESIDENT’S

COMMUNIQUE

TAKE this opportunity to thank all the members and 
stakeholders for gathering adequate support in favor 
of the Cost Accounting Records, Cost Audit and for 
modification of the draft Companies (Cost Records 

and Cost Audit) Rules, 2013 so that the professionals and the profes-
sion could contribute its expertise for the cause of the society and I 
sincerely look forward for your continued support for the cause of 
the profession.

The Council continues its follow up with MCA on the matter 
to safeguard the interest of the profession and the profession will 
continue to play its expertise role in spreading cost competitiveness 
in the country. I know that as practicing CMAs and as working exec-
utives, many of our colleagues have made immense contribution to 
inculcate cost competitive practices in the industry associated with.

In an effort to add strength to the usefulness of cost audit mecha-
nism, the CMA Committee is compiling a “Compendium on Cost 
Competitive Practices in India”, which will be periodically updated 
and is expected to showcase the practical cost competitive practices 
across the sectors in industry and services. I appeal to all the CMA 
professionals, who have been part of the success stories on cost com-
petitive practices, to share the same with the Institute so as to form 
a part of the CMA benchmark practices in India being published by 
the Institute.

Ground-breaking ceremony of the Centre of Excellence for 
Quality and Ethics at Ajmer
I am happy to share with all the members that I along with CMA 
Sanjay Gupta and CMA H.K. Goel, CCMs attended Ground Break-
ing Ceremony of the Centre of Excellence for Quality and Ethics 
at Ajmer on 28th January 2014. The foundation stone of the Center 

of Excellence was laid by Shri Sachin Pilot, Hon’ble Minister of 
Corporate Affairs in the presence of Presidents of the three Profes-
sional Institutes, Central Council members and senior officials from 
the Ministry of Corporate Affairs and three Institutes. The Hon'ble 
Minister has assured that the new Cost Rules will be finalized af-
ter the careful study of the suggestions given by Institute of Cost 
Accountants of India and inputs received from other stakeholders, 
keeping in mind the sensitivity of Cost and Management Accounting 
in bringing competitiveness to Indian industry and the interest of all 
stakeholders including the CMA profession. It was also assured by the 
Hon’ble Minister that the Cost Rules will not be finalized in haste 
and the concerns of the students, CMA fraternity and society at large 
will be taken care of.

The Institute is a partner body  along with the Institute of Char-
tered Accountants of India and the Institute of Company Secretaries 
of India in setting of this Centre of Excellence at Ajmer intended to 
focus at creating a knowledge hub, organizing of programs aimed at 
capacity building through financial literacy and accounting education 
for the benefit of local population, student activities, members ac-
tivities, professional development activities, workshops and seminars, 
conducting research and outreach programs on Investors Education 
and Protection, corporate governance and the best practices globally 
followed in the areas of Accounting, Cost Management, Corporate 
Governance etc. and other activities in furtherance of the professions 
of the Professional Institutes. The Institute of Cost Accountants of 
India feels privileged to be associated with this path breaking profes-
sional initiative and I am confident that this would become a reality 
and a game changer for bringing about inclusive growth of the econ-
omy with empowerment and enhancement of stakeholders value.

Meeting with Advisor (Accounts), Ministry of Railways
I along with CMA Dr. A.S. Durga Prasad, Vice President and CMA 
H.K. Goel, CCM and senior executives met Mr. P.V. Vaidialingam, 
IRAS, Advisor (Accounts), Ministry of Railways, Government of 
India and his senior colleagues on 30th January, 2014 and  briefed 
about the ongoing initiatives of the Institute in terms of developing 
cost competitiveness in all social and government spending. Mr. Vai-
dialingam while appreciating Institute’s initiative, stressed on the long 
term collaboration with the Institute in terms of developing a viable 
costing model and data sourcing system for providing timely costing 
inputs to the management for proper decision making and meeting 
the requirement of the regulated regime of railway tariff setting. The 
Institute is looking for building a professional relationship with the 
Indian Railways, the biggest employer in the world to create new 
opportunities for CMAs.

MoU with Institute of Internal Auditors, India
I am happy to share that the Institute has signed a MOU with the In-
stitute of Internal Auditors, India on 9th January 2014 at Kolkata. The 
MOU envisages sharing of knowledge, experience and best practices 

CMAs to continue to spread the 
cause of cost competitiveness

I

CMA Suresh Chandra Mohanty
President, The Institute of Cost Accountants of India

Our greatest weakness lies in giving up. The most certain way to 
succeed is always to try just one more time. – Thomas Edison 
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and will facilitate conducting seminars, conferences and joint activi-
ties with a focus on contemporary areas in the field of Internal Audit, 
Internal Control and Risk Management etc. By virtue of the MOU, 
members of ICAI are eligible to obtain direct membership of IIA-In-
dia. The details are available on the website of the Institute.

Chapters Meet at SIRC 
I along with Vice-President, my Central  Council Colleagues, Re-
gional Council colleagues and  Senior executives had the opportuni-
ty to discuss several issues relating to the profession with the Chair-
men and other office bearers of different Chapters of the Southern 
Region on 17th  January 2014. I am thankful to my colleagues at 
Chapters Management for their contribution and suggestions which 
will help the Institute to provide timely services to the stakeholders. 
Similar meeting of the Chapters at other Regions are being planned 
by the institute. 

Inauguration of Technical Directorate Extension Centre 
office at Chennai
I congratulate SIRC of the Institute for creating a state-of-art office 
space for the Technical Directorate Extension Centre office at Chen-
nai  inaugurated on 17th Jan 2014, in presence of Shri J.D. Sharma, 
Director, IOB, CMA M. Gopalakrishnan, Chairman, CMA Com-
mittee, CMA D.L.S. Sreshti, Dr. P.V.S. Jagan Mohan Rao, CCMs, 
Chairman, Vice-Chairman, SIRC, Regional Council Members and 
chapter representatives of the southern region. 

Meeting  on Power Sector at Chennai
I had the opportunity to participate in the meeting by the Technical 
Directorate Extension Centre office at Chennai to discuss about the 
cost competitiveness in the power sector and to develop a document 
on benchmark practices and standards in the power sector. Various 
experts from the power sector, power regulator, CMA professionals 
and Institute officials attended the meeting. In the power sector good 
practices are not documented properly even after the major activities 
such as generation, transmission and distribution were unbundled. Af-
ter the introduction of power reforms, a different business model for 
generation, transmission and distribution has evolved. There is need to 
bring a Technical Guide on Cost Competitiveness in the Power Sector 
and to fix the benchmark/standards in the power sector. The Institute 
is taking efforts to work in this direction. The objective is to provide 
adequate data to the government, Regulators and players in the sector 
so as to ensure quality power at affordable prices to the consumers and 
strengthen the sustainability of the key sector of the economy.  

Programme organised by Forum of  Practicing  
Professionals at Chennai. 
I had the opportunity to participate in the programme organized by 
the Forum of Practicing Professionals at Chennai on the theme 'Cost 
aspects in a competitive environment'.  

Meeting with CMD, Indian Overseas Bank
I got the opportunity to meet Shri M. Narendra, Chairman & Man-
aging Director, Indian Overseas Bank at Chennai along with CMA 
P. Raju Iyer, Chairman, SIRC and discussed with him issues relating 
to Cost Management & Risk management in Banking sector and 
expressed interest to join with IOB to bring Cost Competitiveness 
to the Banking industry. 

The discussions were centered on the value additions that could 
be made by the CMA professionals to strengthen the competitiveness 

of the Banking Sector. The CMD was kind enough to suggest that 
the CMAs can play a major role in helping the Banking Sector with 
regard to effective Cost Management concentrating on operational 
areas such as appraisal of the advance, Specific Industry Study, Mar-
ket Report, checking expertise and integrity of the borrower and 
Cost effectiveness/profitability of future plans of unit for expanding 
its business/diversification of its business. During the discussion, it 
was agreed upon that the Institute will prepare a Training Module of 
Short-Term Courses for the executives of the Bank on Risk Based 
Internal Audit, Business and Assets valuation, Techno-Economic 
Feasibility Study, Credit Appraisal and Working Capital Assessment, 
Development of Cost Management module for different operations 
of the Bank, Evaluation of cost of different transactions, Effective 
Cost Management in Banking transactions and Strategic Cost Man-
agement & Risk Management in Banking Sector. An  MOU with 
IOB on the above lines including benefits to CMA Professionals and 
Students is in process. 

Meeting with CMD, Bhartiya Mahila Bank
I along with Dr A.S. Durga Prasad, Vice President met Mrs. Usha 
Ananthasubramanian, Chairman & Managing Director, Bhartiya 
Mahila Bank at Delhi on 29th January 2014 to finalize an  MoU 
with the Bank for the Members and the Students of the Institute. I 
am happy to inform that the Bank has agreed to have tie-up with the 
Institute for overall banking relationship and for assisting the mem-
bers and students of the Institute for availing various banking facilities 
including financial assistance or any other banking services from the 
Bank. An  MOU with BMB  is under process.

Meetings at Dy. CAG Office
I accompanied with Director (Technical) and Joint Director & Head, 
Tax Research Department had the opportunity to meet Ms. Revathy 
Iyer, Dy. CAG and Chairperson, GASB at New Delhi on 22nd Jan-
uary 2014 and discussed with her on the activities and action plan 
for 2013-14 of the Institute specially the thrust on studies in Gov-
ernment sector. Dy. CAG appreciated and acknowledged that CMAs 
have a critical role in Government organizations such as Power, 
Railways, Pharmaceutical etc. for determination of true cost, fixa-
tion of tariff and subsidy is essential for safeguarding public interest. 
She requested for nomination of an Advisor and also a member for 
the consultative group for value addition/professional scrutiny of the 
Standards being developed by GASAB.

We met Mr. Prasenjit Mukherjee, Dy. CAG, who is handling Direct 
and Indirect taxes. I informed him that the Institute has created a Tax 
Research Department and we look forward to have active interface 
with CAG office for carrying out research, special studies and offering 
suggestions on improving provisions/rules of tax legislation in the larg-
er public interest.  We also met Mr. A.K. Singh, Dy. CAG in his office 
who has consented to Chair the session on Government Perspective 
– Tax & Expenditure Management during the NCC 2014.

Meeting with Member, (CE&C), CBEC 
I accompanied with Director ( Technical) and joint Director and 
Head, Tax Research Department met with Ms. J.M. Shanti Sund-
haram, IRS, Member (Central Excise & Computerization), CBEC 
on 22nd January,2014 in her office and handed over a representation 
from the Institute in the context of Circular no 979/03/2014-CX 
dated 15thJanuary 2014, issued by CBEC. It was emphasized that 
calculations of manufacturing cost have to be carried out using CAS 
4 Standard and only Cost Accountants in practice can certify the 
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information. The Member has kindly agreed to look into the matter.

Seminar on Risk Management – Role of CMAs by Howrah 
Chapter of the Institute
Howrah Chapter has organized a Seminar on Risk Management – 
Role of CMAs on 25th January 2014 and I had the opportunity to 
address the delegates on the occasion. I shared with the participants 
the key role CMAs can play in Risk Management, as they possess 
the requisite expertise and knowledge. CMAs as internal auditors 
can help the companies in effective risk management by giving as-
surance on risk management practices. The Institute is planning to 
organize chain seminars/ workshops across the country covering var-
ious aspects of risk management for supporting capacity building in 
this core area of corporate functioning and provide understanding of 
state-of-the-art risk management tools and techniques. 

Regional Conference at Sambalpur
I am pleased to inform you that I have  participated  in the inaugu-
ration session at the Regional Conference on the theme “Enthuse, 
Enhance, Excel” hosted by the Sambalpur Branch of EIRC of the 
Institute of Chartered Accountants of India  on 24th January 2014 
and addressed the participants . 

To apprise all the members about the activities / initiatives un-
dertaken by the Departments/ Directorates of the Institute, I now 
present a brief summary of the activities.

Cost Accounting Standards Board
The Council of the Institute has approved the release of Cost Account-
ing Standard on Joint Costs (CAS-19) as recommended by the CASB. 
I am thankful to the members and stakeholders who have sent com-
ments / suggestions on Cost Statement for determination of cost of 
goods, Draft form of Reconciliation Statement relevant for CAS - 4 
(ANNEXURE – 1AR), Exposure Draft of Cost Accounting Standard 
on Royalty and Technical Know-how Fee (CAS-20) and Exposure 
Draft of Cost Accounting Standard on Quality Control (CAS- 21) 
are being compiled by the directorate for consideration by the CASB. 

CPD Activities 
A series of webinars were organised for members on ‘Business Valu-
ation’, ‘Transfer Pricing – Applying Cost Plus Method, A Scope for 
Practicing Cost Accountants’ and ‘Enterprise Performance Manage-
ment’. The Institute was associated with the Institute of Directors for 
8th International Conference on Corporate Social Responsibility 
on 17-18 January 2014 at Bengaluru on “Strategy to Leverage CSR 
for Competitive Advantage”. I am happy to inform that during the 
month our Regional Councils and Chapters actively organized many 
programs, seminars and discussions for the members on the topics of 
professional relevance such as, Cost Accounting Standards and Role 
of Cost Accountants in present Scenario of Indian Economy, Dis-
allowance u/s 14A of IT Act, Compliance under Direct & Indirect 
Tax Laws, Introduction to International Taxation in Indian Context, 
Service Tax -Negative List & Reverse Charge Mechanism, Cost & 
Management Accountant's Role in Internal Audit, Cost Accounting 
Standards & CAS 4 - Recent changes in valuation methods, Transfer 
Pricing Regulations - An Indian perspective in the new era and so on.

Examination Directorate
The Examination Directorate held Foundation Examinations for the 
first time in online mode in December 2013 and results for the same 

were declared on 14thJanuary 2014. I congratulate the students who 
have passed the examination. 

ICWAI MARF Programs
The program on ‘Finance for Non-Finance Executives’ has been 
organized for ‘Punjab State Power Corporation Limited (PSPCL)’ 
during 06-11 January 2014 at Delhi which was attended by their Of-
ficers. The programme on ‘Understanding Cost Accounting, Budg-
eting and Taxation’ was organized for GAIL (India) Limited at GAIL 
Training Institute, Jaipur during 15-17 January, 2014, which was at-
tended by officers of GAIL.

Membership Department
The esteemed members are aware that the membership fee for FY 
2013-14 became due on 1stApril 2013 and the last date for payment 
of the same has already expired on 30thSeptember. However, as of 
now, there are about close to 2000 members who are yet to make 
payment of their membership fee for FY 2013-14. . I, therefore, take 
this opportunity to urge the esteemed members to make payment of 
their prescribed membership fees at the earliest to avoid removal of 
their names from the Register of members.  I am glad to share that 
during the month, 192 members have been admitted to Associateship 
and 17 members have been advanced to Fellowship of the Institute.

Tax Research Department
It is a matter of pleasure that the newly formed Tax Research Depart-
ment has completed the preparation and submission of Pre-Budget 
Memorandum 2014 and completed preparatory work of Cost Ac-
counting Standards on "Valuation of Works Contract" and "Valuation 
of Services Captively Consumed" in line with CAS-4.

The department is in process of drafting Training Material on An-
ti-Dumping, Central Excise, Service Tax, and Adjudication Process 
under Central Excise, Service Tax, Customs & Anti-Dumping for 
members and students.  

Advanced Studies Department 
The enrolment for online certificate course on “Information Systems 
Audit and Control” has been started. I sincerely appeal to the mem-
bers to grab the opportunity and enroll for the course. The Advanced 
Studies department is also planning to start Diploma Courses on 
Business Valuation and Internal Audit from April 2014. 

NCC-2014
Friends, the National event of the Institute is very near and I take 
this opportunity to urge all of you to provide adequate support and 
participate in the 55th National Cost Convention (NCC-2014) of 
the Institute at Bhubaneswar during 23rd& 24th February 2014 to 
make it a grand success.

I wish all the members, their families and friends on the occasion 
of BasantPanchmi, RavidasJayanti and Maha Shivaratri.
With warm regards,

CMA Suresh Chandra Mohanty
1st February 2014
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The Management Accountant 
exhibits high professional 
excellence and its content 
covers several issues related to 
the profession, industry  and 
economy. We are witnessing 
dramatic improvements in the 
quality of cover stories as well 
as the design of the journal. 
The changes that have been  
brought by the magazine's 
team is really appreciable. 
The section, 'Economy 
Updates'  and its associated 
links were required for long. 
The invitation for papers for 
future issues will attract more 
thoughtful and useful articles. 
I look forward to the April is-
sue where Cost Management 
in the Education Sector will 
be discussed, because mindless 
privatisation and meaningless 
bureaucracy has made edu-
cation unattainable for those 
who really need it. I hope 
the February issue will give 
realistic assessments about the 
audit of power companies in 
Delhi.  I am also eager for 
articles on working capital 
management and the necessi-
ty of indigenization.

CMA Jayanta Ghoshal 
Sr. Manager (Finance), HAL

THE MANAGEMENT ACCOUNTANT

LETTER TO 
THE EDITOR

THE INSTITUTE OF COST ACCOUNTANTS OF INDIA
(STATUTORY BODY UNDER AN ACT OF PARLIAMENT)

CLARIFICATION

Ref. No: BOS/01-12/13-14	 Dated: Kolkata, 18th December,2013

Clarification on applicability of Companies Act,2013 for CMA Examinations

In continuation with the earlier clarification reference no.BOS/01-08/13-14, which was already 
hosted in the website on 26th August,2013.

It is further clarified for general information that the provisions of “The Companies Act,2013” 
shall not be applicable for the CMA Intermediate and Final Course Examinations for June,2014 
term of Examination.

Regarding applicability of the Companies Act,2013, for/from December 2014 CMA Examination, 
necessary communication would be intimated in due course.

All concerned are hereby requested to make a proper and wide publicity to meet the concern of 
stakeholders on this stated subject.

This issues with an approval of the competent authority.

CMA Chiranjib Das
Secretary to the Board of Studies Committee

Special honour
Prof. (Dr.) Paresh Shah, 
a Fellow member of 
the Institute has been 
honoured by the World 
Jain Confederation as 
an 'Outstanding Jain 

Educationalist' for his achievements 
and service to society in education. We 
congratulate the member.

Notice
CD of List of Members, 2013 will be made 
available for sale to the Members at a price 
of Rs.100/- per copy. Members interested 
to procure the same may remit Rs.100/- by 
Demand Draft in favour of “The Institute of 
Cost Accountants of India”, payable at Kolkata, 
addressed to the Secretary, The Institute of Cost 
Accountants of India.

Attention Members
You are requested to please verify and update 
your journal mailing address through the 
online membership system and/or contact the 
membership department for correcting it. This 
would help you to receive the journals regularly. 
Please visit the Institute’s website at  
www.icmai.in for details

AT THE HELM  
CMA K C Samal, a Fellow 
member of the Institute of 
Cost Accountants of India, has 
joined the National Aluminium 
Company Limited (NALCO), 
a Central Govt. Navaratna 

company, as Director (Finance) from 3rd January, 
2014. He was in NALCO since the formation of 
the company in 1982 and has held various key 
responsibilities in treasury functions, foreign 
exchange risk management, budgetary control, 
capital restructuring, foreign debt management, 
etc. CMA Samal is passionate about developing 
the Cost and Management Accounting profession 
and has been associated with various academic 
institutions like XIMB, Utkal University, KIIT, and 
ICAI as visiting faculty. 

We wish CMA K C Samal all the best in the 
future.

AT THE HELM  
CMA S V Ramana, a Fellow 
member of the Institute of Cost 
Accountants of India has joined 
Vijayavisakha Milk Producers 
Company Ltd as Managing 
Director. Before this, he worked 

as CFO in the same company for about 7 
years. He has good exposure in the areas of 
Policy & Planning, Finance & Accounts, Risk 
Management, etc. He had also been Associate 
Vice President in ING Vysya Bank at their 
Corporate office in Bangalore and also worked 
for other banks prior to that. 

We wish CMA S.V.Ramana the very best in 
the future.
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ICAI-CMA SNAPSHOTS

1 2

3 4
1. CMA S.C. Mohanty, President and CMA P. Raju Iyer, Chairman of SIRC felicitating Shri 
M. Narendra, Chairman & Managing Director, Indian Overseas Bank on January 18, 2014 
at the bank’s central office. They discussed issues relating to Cost Management & Risk 
Management in Banking 

2. CMA S. C. Mohanty, President met CMA K. C. Samal and congratulated him for 
assuming the office of Director (Finance), National Aluminium Company Ltd., at the 
company's Corporate office in Bhubaneswar on January 13, 2014 

3.16th Meeting of Quality Review Board (QRB) was held on January 22, 2014 at Delhi 
office. From left: CMA Dr Asish K Bhattacharyya, Advisor Advanced Studies ICAI, CMA 
D C Bajaj, Past President ICAI, CMA Kunal Banerjee & CMA V Kalyanaraman, Members 
QRB, CMA R S Sharma, Chairman QRB, CMA A S Bagchi, Secretary QRB, Dr. Navrang 
Saini, Member QRB

4. CMA S.C. Mohanty, President and CMA (Dr.) A.S. Durga Prasad, Vice President met 
Mrs. Usha Ananthasubramanian, Chairman & Managing Director, Bhartiya Mahila Bank on 
January 29, 2014 at the New Delhi office of the bank

5. CMA S.C. Mohanty, President visited CMA Kulamani Biswal, Director (Finance) of 
NTPC on December 9, 2013 at New Delhi. CMA Trinath Behera, Director (Finance) of 
ITDC Ltd. are also seen in the picture

6. A programme on 'Mandatory Cost Audit – Need and Utility' held on January 23, 2014, 
at the Haldia Trade Fair-2014, organized by Haldia Development Authority. From left: CMA 
Chiranjib Das, Joint Director (Studies), CMA Dr. D. P. Nandy, Director (Research & Journal), 
CMA Manas Kr. Thakur, Council Member, Shri A.K. Dey, Chairman, Haldia Zonal Council, CII6

5
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National Seminar of Cost and Management  
Accountants: Risk Management–the Role of CMAs
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PAPERS INVITED
Cover stories on the topics given below are 
invited for The Management Accountant for 
the four forthcoming months.

Issue months Themes Subtopics

March 2014 Strategic Cost Management in Transport and Logistics

•	 Ownership of Infrastructure
•	 Freight transport and containerization
•	 Multimodal transport operation
•	 Cost efficiency
•	 Transport costing
•	 Transport economics and forecasting
•	 PPP Model

April 2014 Cost Management in the Education sector

•	 Performance Management System
•	 Regulatory aspects of education in India and abroad
•	 Public vs. Private Education system
•	 Cost effectiveness as a strategic priority
•	 Equity of access to quality education
•	 Pricing Mechanism
•	 Governance and Management

May 2014 Price and Cost Competitiveness

•	 Global perspective
•	 Strategic price setting
•	 Relative price indicators and benchmarking
•	 Competitive pricing
•	 Turning cost cutting into cost competitiveness
•	 Cost efficiency
•	 Competitive cost reduction and sustainable growth
•	 Cost competitive index
•	 Case studies

June 2014 Ethics of Accountants

•	 Standards in Professional Conduct
•	 Financial fraud prevention tools and procedures
•	 Financial Literacy and Ethics
•	 Accounting Scandals and Ethics
•	 Corporate Governance and Professional Ethics
•	 Competition and Ethics
•	 Legitimate Conduct vs. Ethical Conduct
•	 Code of Ethics for Professional Accountants

The subtopics are only suggestive and hence the articles may not be limited to them only.
Articles on the above topics are invited from readers and authors along with scanned copies of their 
recent passport-size photograph and scanned copy of declaration stating that the articles are their 
own original and have not been considered for publication anywhere else. Please send your articles 
by e-mail to editor@icmai.in by the 1st of the previous month.
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Income Tax
•	 As per Circular No. 1/2014 

[F.NO.275/59/2012-IT (B)], dated: 
13-1-2014 it is clarified that tax will be 
deducted at source under section 194-I of 
the Income-tax Act, 1961 on the amount 
of rent paid/payable without including the 
service tax component. CBDT has decided 
that wherever in terms of the agreement/
contract between the payer and the payee, 
the service tax component comprised in the 
amount payable to a resident is indicated 
separately, tax shall be deducted at source 
under Chapter XVII-B of the Act on the 
amount paid/payable without including 
such service tax component.

•	 Central Government notifies the 
Contributory Health Service Scheme of the 
Department of Space for the purposes of the 
deduction under clause (a) of sub-section 
(2) of section 80D of the Income-tax Act, 
1961 (43 of 1961) for the assessment 
year 2014-15 and subsequent assessment 
years vide Notification No.6/2014 (F. No. 
149/97/2013 –TPL), dated: 15-1-2014.

•	 An agreement was entered into between 
the Government of the Republic of India 
and the Council of Ministers of Republic of 
Albania for the avoidance of double taxation 
and the prevention of fiscal evasion with 
respect to taxes on income and on capital 
which was signed at New Delhi on the 8th 
day of July, 2013. Whereas the date of entry 
into force of the said agreement is the 4th 
day of December, 2013. Now, therefore, in 
exercise of the powers conferred by section 
90 of the Income-tax Act, (43 of 1961), the 
Central Government hereby directs that all 
the provisions of said agreement between 
the Government of the Republic of India 
and the Council of Ministers of Republic of 
Albania for the avoidance of double taxation 
and the prevention of fiscal evasion with 
respect  to taxes on income and on capital, 
as set out in the Annexure hereto, shall be 
given effect to in the Union of India with 
effect from date of entry into force of said 
agreement i.e., the 4th day of December, 
2013. – Notification No . 02/2014/F.

No.501/1/2003 – FTD –I, dt. 07-01-2014.
•	 Amendment in rule 44CA - Income-

Tax (First amendment) Rules, 2014 - 
Notification - 05/2014, dated 15-1-2014 
- Income Tax.

Provident Fund – News
EPFO approves raising Provident Fund 
interest rate to 8.75 percent 
Retirement fund body EPFO decided to 
increase the rate of interest on Provident Fund 
deposits to 8.75 percent for 2013-14, a move 
that will benefit about 5 crore subscribers. 
Source: PTI, 13 Jan 2014

EPFO: Permanent PF account number 
to be a reality in 2014-15 
Portable permanent PF account number, which 
will enable over five crore EPFO members to get 
rid of the process of transferring their accounts 
on changing jobs, will be a reality in 2014-15. 

The permanent PF account number would 
also help provide social security benefits to 
workers in sectors like construction where 
they change contractors and place of work 
frequently. According to the ‘Action Plan’ 
handed over by the Labour Ministry to the 
Employees’ Provident Fund Organization 
(EPFO), the body has to put in place a system 
for unique employee number which would 
eventually make its facilities at par with core 
banking service. The EPFO is working on 
the system to provide permanent account 
numbers to its subscribers.
Source: PTI, January 17, 2014

Central Excise
•	 As per notification no.01/2014-Central 

Excise (N.T.), dated: 8th January, 2014 
Central Government hereby makes CENVAT 
Credit (First Amendment) Rules, 2014 to 
amend the CENVAT Credit Rules, 2004.

•	 Implementation of decision of Hon’ble 
Supreme Court in case of M/s Fiat India 
ltd – Circular No. 979/3/2014, dated: 15 
January, 2014.

•	 Levy of the Education Cess and the 
Secondary and Higher Education Cess on 

other cesses – Circular 978/2/2014, dated:  
07 January, 2014.

•	 Clarification regarding availability of excise 
duty exemption to the units which have 
already availed of exemption under New 
Industrial Policy for another 10 years by 
way of 2nd substantial expansion in the 
State of Jammu & Kashmir – Circular 
977/1/2014, dated: 03 January, 2014.

•	 Clarification regarding issue of Discharge 
Certificate under VCES and availment of 
CENVAT credit - Circular No. 176/2/2014-
ST, dated: 20 January, 2014.

Customs
•	 Seeks to levy definitive anti-dumping duty 

on imports of ‘Nonyl Phenol’, originating 
in, or exported from, Chinese Taipei for a 
further period of five years –Notification - 
05/2014-Cus (ADD), dt. 16-01-2014.

•	 Seeks to extend the validity of notification 
No.95/2011-Customs dated the 3rd 
October, 2011 for a period of one year i.e. 
upto and inclusive of 25th December, 2014 
– Notification - 04/2014-Cus (ADD), dt. 
16-01-2014.

•	 Seeks to extend the validity of notification 
No.137/2008-Customs dated the 26th 
December, 2008 for a period of one year i.e. 
upto and inclusive of 25th December, 2014 
- 03/2014-Cus (ADD), dt. 16-01-2014.

•	 Seeks to extend the validity of notification 
No.55/2009-Customs dated the 26th May, 
2009 for a period of one year i.e. upto 
and inclusive of 20th November, 2014 - 
02/2014-Cus (ADD), dt. 03-01-2014. 

•	 Seeks to amend notification No. 121/2009- 
Customs dated 30th October, 2009 so as to 
change the name of a producer/ exporter - 
01/2014-Cus (ADD), dt. 03-01-2014.

•	 Regarding classification of “Transmission 
shafts / Power takeoff (PTO) shafts” in the 
HS Harmonized Customs Tariff – Circular 
No. 02/2014, dated: 09-01-2014

Service Tax
•	 Clarification regarding issue of Discharge 

Certificate under VCES and availment 
of CENVAT credit – Circular No. 

ECONOMY UPDATES
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176/02/2014-ST, dt. 20th January, 2014.
•	 Levy of service tax on services provided by 

a Resident Welfare Association (RWA) to its 
own members - Circular No.175 /01 /2014 
– ST, dated: 10th January, 2014.

SEBI
•	 Reporting of Trades in Securitized Debt 

Instruments in Trade Reporting Platforms 
and Clearing and Settlement of trades 
in Securitized Debt Instruments through 
Clearing Corporations – Circular - CIR/
IMD/DF/1/2014 dt. January 7, 2014.

•	 Delivery Instruction Slip (DIS) Issuance 
and Processing - Circular - CIR/MRD/DP/ 
01/2014, dt.  January 07, 2014.

•	 SEBI issued operational guidelines for 
designated depository participants vide 
Circular No. CIR/IMD/FIIC/02/2014, dt. 
January 08, 2014.

•	 FII Position Limits in Exchange Traded 
Interest Rate Futures (IRF) – Circular No. 
CIR/MRD/DRMNP/2/2014, dt. January 20, 
2014.

•	 SEBI constituted the Depository System 
Review Committee (DSRC) to undertake 
a comprehensive review of the Indian 
depository system. Based on the 
recommendations of DSRC, following 
guidelines are issued to strengthen the 
Information Technology (IT) governance 
framework of depositories – Circular No. 
CIR/MRD/DMS/ 03 /2014, dt. January 20, 
2014.

Banking
•	 Advances guaranteed by Credit Risk 

Guarantee Fund Trust for Low Income 
Housing (CRGFTLIH) – Risk Weights 
and Provisioning – Circular - RBI/2013-
14/425, DNBS.PD.363/03.10.38/2013-14 
– dt. Jan 01, 2014.

•	 Overseas Direct Investments – Rollover of 
Guarantees - RBI/2013-14/427 A.P. (DIR 
Series) Circular No.83, dt. Jan 03, 2014.

•	 Issue of Non convertible/ redeemable 
bonus preference shares or debentures – 
Clarifications - RBI/2013-2014/428, A.P. 
(DIR Series) Circular No.84, dt. Jan 06, 
2014.

•	 RRBs - Guidelines for Classification and 
Valuation of Investments - RBI/2013-
14/434 RPCD.CO.RRB.BC.No. 
74/03.05.33/2013-14, dt. Jan 07, 2014.

•	 Resident Bank account maintained 
by residents in India – Joint holder – 

liberalization - RBI/2013-2014/437, A.P. 
(DIR Series) Circular No. 87,dt. Jan 09, 
2014.

•	 Foreign Direct Investment- Pricing 
Guidelines for FDI instruments with 
optionality clauses- RBI/2013-2014/436, 
A.P. (DIR Series) Circular No. 86, dt. Jan 
09, 2014.

•	 Risk Management and Inter Bank Dealings 
- RBI/2013-2014/446, A.P. (DIR Series) 
Circular No. 92, dt. Jan 13, 2014.

•	 Clarification- Establishment of Liaison 
Office/ Branch Office/ Project Office in India 
by Foreign Entities- General Permission 
- RBI/2013-14/447, A.P. (DIR Series) 
Circular No.93, dt. Jan 15, 2014.

•	 Distribution of Banknotes & Coins 
– Review of Incentives & Penalties 
- RBI/2013-14/450 DCM (CC) No.G-
16/03.39.01/2013-14, dt. Jan 16, 2014.

•	 Revision of timings of Reverse Repo 
window under Liquidity Adjustment Facility 
(LAF). The Reverse Repo window will 
now be available between 7.00 pm and 
7.30 pm instead of the existing timings 
of 4.45 pm to 5.15 pm. The change in 
timings will take effect from January 20, 
2014 (Monday) - RBI/2013-14/451, FMD.
MOAG. No.95/01.01.001/2013-14, dt. Jan 
17, 2014.

Indian Economy – News
•	 India approves 10 percent IOC stake 

sale to state oil firms  
A panel of ministers has approved the sale 
of a 10 percent stake in state refiner Indian 
Oil Corp to two state exploration firms, 
a move that will help the cash-strapped 
government raise funds to narrow its 
budget deficit. Oil and Natural Gas Corp Ltd 
(ONGC.NS) and Oil India Ltd (OILI.NS) will 
buy the stake, Oil Secretary Vivek Rae said.
Source: Reuters, 16 Jan 2014

•	 Headline inflation eases to five-
month low, rates may stay on hold 
India's headline inflation eased to a five-
month low in December on lower vegetable 
prices, providing some relief to the ruling 
coalition before a national election and 
increasing the odds that interest rates will 
stay on hold this month.
Source: Reuters, 15 Jan 2014

•	 CPI eases to three-month low as food 
prices cool 
India's retail inflation in December eased 
to a three-month low as vegetable prices 

fell, giving some relief to policymakers 
struggling to contain price pressures as 
growth hovers at a decade low. Retail prices 
rose an annual 9.87 percent last month, 
slower than the 9.92 percent expected by 
economists in a Reuter’s poll. Prices had 
surged a revised 11.16 percent year-on-
year in November - their fastest pace on 
record. The moderation was largely driven 
by a fall in vegetable prices, which cooled 
nearly 19 percent from November on 
improved supplies. That helped slow down 
annual food inflation to 12.16 percent last 
month from 14.72 percent in November.
Source: Reuters, 14 Jan 2014

•	 India to release Dec WPI inflation 
data on Jan 15 
India will release December's wholesale 
price index-based inflation data a day 
later on January 15, a trade and industry 
ministry spokesman said, as government 
offices will remain closed on Tuesday for a 
religious holiday.
Source: Reuters 13 Jan 2014

•	 Oil ministry considering partial 
rollback of price hike in bulk diesel 
The oil ministry is considering a partial 
rollback of bulk diesel prices as sales have 
dropped significantly, oil secretary Vivek 
Rae said on Thursday.
Source: Reuters, 09 Jan 2014	

•	 Bangalore to see second highest 
office demand in Asia in 2014
IT hub Bangalore is expected to witness the 
second highest demand for office space 
in the Asia Pacific region during 2014 
in a list topped by Tokyo, according to 
property consultant Cushman and Wakefi. 
"Bangalore is expected to see the second 
highest absorption in the APAC region 
and the highest demand in the country 
owing to expansion of the IT, ITeS and 
multi-national companies," C&W said 
in a statement. The oversupply situation, 
which most cities across the country are 
witnessing, will ease from 2014 onwards as 
economic conditions improve domestically 
and globally," C&W Executive Managing 
Director, South Asia, Sanjay Dutt said.
Source: PTI, January 02 2014

(For further details on these issues, 
please visit the Institute’s website: 
www.icmai.in for the complete CMA 
E-Bulletin, Feb 2014, Vol 2, No. 2, at 
‘Research and Publications’ section.)
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IN India Power Generation, trans-
mission and Distribution has 
made significant progress after 

Independence. In 1947 Power gen-
eration capacity was 1,362 MW only 
and that also primarily by hydro power 
and thermal power generation plants.  
Few private utilities were involved in 
generation and distribution of electri-
cal power. After 1947, all power gen-
eration, transmission and distribution 
were taken over and controlled by 
State and Central government agen-
cies. As such State Electricity Boards 
(SEB) came into existence.
2. India’s power sector was regulated 
and dominated by SEBs until eco-
nomic reforms began in 1991. The 
SEBs controlled the entire electricity 
supply chain from generation, trans-

mission to distribution within a state.  
The unviable tariff structure, lack of 
political will and vote bank considera-
tions resulted into high transmission & 
commercial losses that lead to almost 
bankrupt SEBs and erratic, poor qual-
ity power and the last but not the least 
insufficient power supply.
3. The power generation could not 
keep pace with the overall develop-
ment taking place due to bureaucratic 
tangles and involvement of multiple 
agencies both at the State as well as 
Central Government coupled with the 
demon of corruption.
4. Originally the Electricity Supply 
Industry in India was governed by 
the Indian Electricity Act, 1910, the 
Electricity (Supply) Act, 1948 and the 
Electricity Regulatory Commissions 

TARIFF FIXATION 
IN INDIA: A CASE 
STUDY OF  
NCT OF DELHI
The issue of the lack of transparency 
in the working of the DERC as well 
as DISCOMS is a key issue that has 
created an atmosphere of mistrust, 
and the consumers, for various 
reasons, feel cheated

COVER

STORY

Anil Sood

Hony. President, CHETNA 
Member, State Advisory Committee, 

DERC, New Delhi
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Act, 1998.  The Indian Electricity Act, 
1910 created the basic framework for 
electric supply industry in India and 
provided for licensees who could sup-
ply electricity in a specified area.  The 
Electricity (Supply) Act, 1948 man-
dated the creation of State Electricity 
Boards who have been arranging the 
supply of electricity in the State.  Over 
a period of time, the performance of 
State Electricity Boards had deterio-
rated on account of various factors one 
of them being that they were generally 
unable to take decisions on tariffs in a 
professional and independent manner 
and tariff determination in practice 
was being done by the State Govern-
ments.  To address this issue the Elec-
tricity Regulatory Commissions Act 
was enacted in 1998 which created 

the Central Electricity Commission 
and had an enabling provision through 
which State Governments could cre-
ate a State Electricity Regulatory 
Commission.
5. In the early 1990’s  few State Gov-
ernments enacting legislations to re-
form and restructure integrated State 
Electricity Boards (SEBs) .3. The first 
state to restructure its SEB was Orissa 
in 1995. Thereafter, Haryana, Andhra 
Pradesh, Rajasthan, Uttar Pradesh, 
Karnataka, Delhi and Madhya Pradesh 
restructured the SEBS. 
6. The most important change  was 
the promulgation of Central Electric-
ity Act, 2003. This Act superseded all 
the previous electricity Acts, Rules, 
mandatorily requiring restructuring of 
SEBs and separation of trading func-

tion from transmission and system op-
eration. The intent and purpose was to 
create an open and transparent envi-
ronment for attracting investment in 
the sector and promotion of competi-
tion. 
7. Orissa was the first state to introduce 
reforms that failed. The GNCT of 
Delhi also followed the suit by intro-
ducing private players i.e., BSES and 
Tata Power.
8. In spite of all the reforms, the sec-
tor did not show a healthy picture. I 
had the benefit of reading the Perfor-
mance Report of Power Sector for the 
year period released by Power Finance 
Corporation on 11-09-2013. The re-
port presents a dismal picture of entire 
power sector . The some of the shock-
ing revelations are reproduced here 
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under:-
(a)	 The total income excluding sub-
sidy for utilities selling directly to con-
sumers increased from Rs.2,28,731 
Crs. in 2010-11 to Rs.2,68,447 Crs. in 
2011-12 reflecting growth 17.36% in 
the year 2011-12.
(b)	 The total energy sold by these util-
ities increased from 5,78,698 Mkwh 
in 2010-11 to 6,22,504 Mkwh in the 
year 2011-12 registering a growth of 
7.57% in the year 2011-12.
(c)	 The total subsidy booked by util-
ities selling directly to consumers in-
creased to Rs.30,242 Crs. in the year 
2011-12 from Rs. 22,666 Crs. in the 
previous year. Subsidy booked as a 
percentage of revenue from sale of 
power increased from 10.93% in the 
year 2010-11 to 12.49% in the year 
2011-12.
(d)	 The subsidy released by the State 
Govts has been about 85% of the sub-
sidy booked by the utilities. All State 
Govts except Assam, Andhra Pradesh, 
Karnataka and Haryana have released 
the entire subsidy booked by their re-
spective distribution utilities.
(e)	  The aggregate book losses (on ac-
crual basis) of all the utilities increased 
from Rs.30,430 Crs. in 2009-10 to 
Rs. 51,602 Crs. in the year 2010-11 
and to Rs. 62,581 Crs. in 2011-12.
(f)	 The aggregate losses (without ac-
counting for subsidy) for all the utili-
ties increased from Rs. 64,463 Crs. in 
2009-10 to Rs. 74,291 Crs. in 2010-11 
and to Rs. 92,845 Crs. in 2011-12.
(g)	 The losses despite accounting for  
subsidy on realizable baisis for all utili-
ties increased from Rs. 45,382 Crs. in 
2009-10 to Rs. 53,986 Crs. in 2010-11 
and to Rs. 67,006 Crs. in 2011-12.
(h)	 The aggregate book losses for all 
the utilities in the states as well as UT 
of Puducherry as a ratio of aggregate 
revenue (excluding subsidy) increased 
from 22.56% in 2010-11 to 23.31% in 
the year 2011-12. Similarly, the aggre-
gate losses on subsidy received   ba-
sis increased from 23.60% in the year 
2010-11 to 24.96% in 2011-12.

(i)	 On an aggregate basis utilities in 19 
States and the UT of Puducherry have 
shown deterioration in book profits/
increase in book losses during the year 
2011-12 over the previous year 2010-
11 amounting to Rs.16,035 Crs
(j)	 The net worth decreased from 
Rs.14,973 Crs. as on 31st March 
2010 to Rs.5,314 Crs. as on 31st 
March 2011. The net worth turned 
negative to Rs. 31,812 Crs. as on 31st 
March 2012.
9. The aforesaid summary indicates 
that the situation is alarming.  Despite 
incentives offered by the Central Gov-
ernment, the fixation of remunerative 
price by the CERC to Generators, 
the manifold increase in the power 
tariffs payable by the consumers, still 
the sector is sinking. The huge money 
pumped in the sectors seems to have 
just disappeared. Hence there is some-
thing radically wrong either with the 
system or working. Therefore one can 
draw the following inferences:-

(i) the investment worth thousands 
corers of rupees seems to have gone 
down the drain;
(ii) The investment claimed to have 
been invested has failed to achieve the 
targeted results because the investment 
was made only on paper.
(iii) the policies initiatives lacked the 
system of checks or balances;
(iv) the PSU’s related to Power sector 
have earned profit at the cost of the 
sector;
(v) The Regulators were/are incom-
petent to assess the financial aspects of 
the Revenue Requirement and tech-
nical issues.
10. This is the situation despite creation 
of three Public Sector Undertakings to 
serve the sector – Power Grid Cor-
poration, Power Finance Corporation 
and Power Trading Corporation. The 
intent and purpose of creation of all 
the three was to facilitate the Power 
sector and ensure its growth. The  Mis-
sion Statement of each of the aforesaid 
PSU is as follows:

(i) Power Finance Corporation 
(a) PFC would be the most preferred 
Financial Institution; providing afford-
able and competitive products and 
services with efficient and internation-
ally integrated sourcing and servicing, 
partnering the reforms in the Indian 
Power Sector and enhancing value to 
its stakeholders; by promoting efficient 
investments in the power and allied 
sectors in India and abroad.
(b) We will achieve this being a dy-
namic, flexible, forward looking, trust-
worthy, socially responsible organi-
zation, sensitive to our stakeholders’ 
interests, profitable and sustainable at 
all times, with transparency and integ-
rity in operations. 
(c) To be the leading institutional part-
ner for the power and allied infrastruc-
ture sectors in India and overseas across 
the value chain.

(ii) Power Grid Corporation
(a) In 1980, the Rajadhyaksha Com-
mittee on Power Sector Reforms sub-
mitted its report to the Government of 
India suggesting that extensive reforms 
were needed in the Indian power sec-
tor. In 1981, the Government of India 
took a policy decision to form a Na-
tional Power Grid, which would pave 
the way for the integrated operation of 
the central and regional transmission 
systems.
(b) In October 23, 1989 under the 
Companies Act, 1956, the National 
Power Transmission Corporation 
Limited was formed, and assigned the 
responsibility of planning, executing, 
owning, operating and maintaining 
the high voltage transmission systems 
in the country. In October 1992 , the 
National Power Transmission Corpo-
rations name was changed to Power 
Grid Corporation of India Limited, as 
we know of it today.

(iii) Power Trading Corporation
PTC was established in the year 1999 
as a Government of India initiated 
Public-Private Partnership, whose pri-
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mary focus is to develop a commer-
cially vibrant power market in the 
country.
PTC is the pioneer in implementing 
the power trading concept in India 
and has successfully demonstrated its 
efficacy in optimally utilizing the ex-
isting infrastructure within the coun-
try to the benefit of all. 
(c) PTC has maintained No. 1 position 
in electricity trading since sustained 
trading began in 2000-01. It seeks to 
provide holistic services in the power 
trading market, including intermedia-
tion for long-term supply of power 
from identified domestic IPPs and 
cross-border power projects, financial 
services like providing equity and debt 
support to projects in the energy value 
chain through its subsidiary PTC India 
Financial Services (www.ptcfinancial.
com), fuel intermediation/ aggrega-
tion for cross-border power plants 
through PTC Energy Ltd. and advi-
sory services among others. 
(d) PTC today is not just the lead-
ing power trader in the country, but 
also the co-promoter of 1st National 
Power Exchange in the country be-
sides diversifying into the unique role 
of a Complete Energy Solutions Pro-
vider.
11. As per Balance sheet available on 
the websites of all the three PSUs, now 
all these three PSU’s are profit making 
concerns as is evident from Table1.
12. The collective losses suffered by the 
entire sector are summed up in Ta-
ble2.
13. Therefore, it is obvious that the 
PSU created out of tax payer’s money 
to sub serve the purposes of the devel-
opment of the Power Sector have be-
come separate profit making entities. 
Therefore, the profit earned by these 
PSU’s is part of the loss suffered by the 
sector. Therefore, it is important today 
to take a holistic view whether these 
PSU’s are to enrich themselves at the 
cost of the Consumer who bears the 
brunt of contributory cascading cost of 
power.

Regulatory Mechanism
14. Most of the State Governments 
have constituted the State Electricity 
Regulatory Commissions. In case of 
the Union Territories Joint Commis-
sion has been appointed. The Forum 
of Regulators has also been appointed 
under section 166(2) of the Electric-
ity Act, 2003. The Forum consists of 
Chairperson of Central Electricity 
Regulatory Commission (CERC) and 
Chairpersons of State Electricity Reg-
ulatory Commissions (SERCs). The 
Chairperson of CERC is the Chair-
person of the Forum.  The Business is 
conducted under Forum of Regulators 
(Procedure for Transaction of Business) 
Rules, 2009. Despite all this the public 
confidence in regulatory mechanism 
has been completely eroded due to 
opaque and non transparent tariff fixa-
tion. In this regard I would like to refer 
to the Regulatory process followed in 
the Capital City of Delhi which could 
be an eye opener for all.

Delhi Electricity Regulatory 
Commission
15. As envisaged under the Electricity 
Regulatory Commissions Act, 1998 
the legislative assembly of the National 
Capital Territory of Delhi enacted the 
Delhi Electricity Reforms Act, 2000 

(hereinafter referred to as “DERA”) 
which provided for the constitution of 
an Electricity Commission, restructur-
ing of the electricity industry (ration-
alization of generation, transmission, 
distribution and supply of electricity), 
increasing avenues for participation of 
private sector in the electricity indus-
try and generally for taking measures 
conducive to the development and 
management of the electricity industry 
in an efficient, commercial, economic 
and competitive manner in the Na-
tional Capital Territory of Delhi.  
16. Section 3 of the DERA provided 
for the establishment and constitution 
of the Electricity Regulatory Com-
mission for the National Capital Ter-
ritory of Delhi to be known as “the 
Delhi Electricity Regulatory Com-
mission”.  Under the said provision, on 
3rd March, 1999, the Government of 
NCT of Delhi constituted the Delhi 
Electricity Regulatory Commission it 
became operational from December 
1999.
17. Section 11 of the DERA laid down  
the following functions of DERC –
(a) to determine the tariff for electric-
ity, wholesale, bulk, grid or retail, as the 
case may be;
(b) to determine the tariff payable for 
the use of the transmission facilities;
(c) to regulate power purchase and 
procurement process of the licensees 
and transmission utilities including 
the price at which the power shall be 
procured from the generating compa-
nies, generating stations or from other 
sources for transmission, sale, distribu-
tion and supply in the National Capi-
tal Territory of Delhi;

Table1 (Rs. in Crore)

Year PGC PFC PTC Total

2012-13 4234.5 30.09% 4420 45.80% 128.75 7% 8783.25

2011-12 3254.95 20.69% 3032 15.72% 120.37 -13.10% 6407.32

2010-11 2696.89 32.13% 2620 11.15% 138.52 47.20% 5455.41

2009-10 2040.94 20.72% 2357 19.65% 94.1 3.60% 4492.04

Table2 (Rs. in Crore)

Year Loss- State utilities (after 
subsidy)

2012-13 NA

2011-12 45382

2010-11 53986

2009-10 67006
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(d) to promote competition, efficiency 
and economy in the activities of the 
electricity industry to achieve the ob-
jects and purposes of this Act;
(e) to promote competitiveness and 
make avenues for participation of pri-
vate sector in the electricity industry in 
the National Capital Territory of Del-
hi and also to ensure a fair deal to the 
customers.
18. The provisions of the Electricity 
Act, 2003 relevant for tariff setting are 
mentioned below:-
(i) Under section 61, the Appropriate 
Commission is to specify the terms 
and conditions for the determination 
of tariff, and in doing so, shall be  guid-
ed by the following:-
(a) the principles and methodologies 
specified by the Central Commission 
for determination of the tariff applica-
ble to generating companies and trans-
mission licensees;
(b) the generation, transmission, dis-
tribution and supply of electricity are 
conducted on commercial principles;
(c) the factors which would encour-
age competition, efficiency, economi-
cal use of the resources, good perfor-
mance and optimum investments;
(d) safeguarding of consumers’ inter-
est and at the same time, recovery of 
the cost of electricity in a reasonable 
manner;
(e) the principles rewarding efficiency 
in performance;
(f) multi -year tariff principles;
(g) that the tariff progressively re-
flects the cost of supply of electricity 
and also reduces cross-subsidies in the 
manner specified by the Appropriate 
Commission;
(h) Fix trading margins and monitor-
ing closely so as to ensure that the 
traders do not indulge in profiteering 
in case of scarcity;
(i) the promotion of co-generation 
and generation of electricity from re-
newable sources of energy;
(i) the National Electricity Policy and 
tariff policy.
(ii) Section 64 prescribes for procedure 

for tariff order i.e. making of an ap-
plication, its publication, considering 
all suggestions and objections received 
from the public and issue of a tariff or-
der or rejecting of the application if it 
is not in accordance with the provi-
sions of this Act and the rules and reg-
ulations made thereunder or the pro-
visions of any other law for the time 
being in force:
(iii) Section 86 prescribes the functions 
of the State Commission such as –
(a) determine the tariff for generation, 
supply, transmission and wheeling of 
electricity, wholesale, bulk or retail, as 
the case may be, within the State:
(b) regulate electricity purchase and 
procurement process of distribution 
licensees including the price at which 
electricity shall be procured from the 
generating companies or licensees or 
from other sources through agree-
ments for purchase of power for dis-
tribution and supply within the State.
(iv) Section 87 provides for the estab-
lishing of State Advisory Committee 
comprising of not more than twenty-
one members to represent the interests 
of commerce, industry, transport, agri-
culture, labour, consumers, non-gov-
ernmental organizations and academic 
and research bodies in the electricity 
sector.
(v) Section 88 provides that the State 
Advisory Committee shall advise the 
Commission on –
(i) major questions of policy;
(ii) matters relating to quality, continu-
ity and extent of service provided by 
the licensees;
(iii) compliance by licensees with the 
conditions and requirements of their 
licence;
(iv) protection of consumer interest; 
and
(v) electricity supply and overall stand-
ards of performance by utilities.
(vi) Section 180 provides the State 
Government to make rules for carry-
ing out the provisions of the said Act.
(vii). Section 181 empowers the State 
Commission to make regulations con-

sistent with the said Act and the rules 
to carry out the provisions of the said 
Act and provide for the following mat-
ters:

“(zd) the terms and conditions for 
determination of tariff under Section 
61;

(ze) details to be furnished by licen-
see or generating company under sub-
section (2) of Section 62;

(zf) the methodologies and pro-
cedures for calculating the expected 
revenue from tariff and charges under 
sub-section (5) of Section 62.”

(viii). Under Section 185, the In-
dian Electricity Act, 1910 (9 of 1910), 
the Electricity (Supply) Act, 1948 (54 
of 1948) and the Electricity Regula-
tory Commissions Act, 1998 (14 of 
1998) have been repealed and Section 
185(3) stipulates that the provisions 
of the enactments specified in the 
Schedule to the Act not inconsistent 
with the provisions of the Act shall 
apply to the States in which such en-
actments are applicable.  DERA be-
ing one of the enactments mentioned 
in the Schedule, its provisions to the 
extent not inconsistent with the pro-
visions of the Electricity Act, 2003 
are applicable in the National Capital 
Territory of Delhi.

(ix) DERC, in exercise of powers 
vested in it under sub-sections (zd), 
(ze) and (zf) of Section 181(2) read 
with Sections 61, 62 and 86 of the 
Electricity Act, 2003 has now formu-
lated the following Regulations effec-
tive from 1st April 2012 for a period 
of three years unless reviewed earlier 
covering:-

(A) Delhi  Electricity  Regulatory  
Commission (Terms and Conditions 
for Determination of Transmission 
Tariff) Regulations, 2011:-

The Commission shall set tar-
gets for the items or parameters that 
are deemed to be “controllable” and 
which include:
i. Availability of the Transmission Sys-
tem;
ii. Operation and Maintenance Ex-
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penditure which includes employee 
expenses, repairs and maintenance 
expenses, administration and general 
expenses and other miscellaneous ex-
penses viz. audit fees, rents, legal fees 
etc;
iii. Return on Capital Employed; and
iv. Depreciation.

Truing Up
b. For controllable parameters,
i. Any surplus or deficit on account of 
Operation and Maintenance (O&M) 
expenses shall be to the account of the 
Licensee and shall not be trued up in 
ARR; and
ii. Depreciation and Return on Capital 
Employed shall be trued up every year 
based on the actual capital expenditure 
and actual capitalisation vis-à-vis capi-
tal investment plan (capital expendi-
ture and capitalisation) approved by 
the Commission:

Provided that any surplus or deficit 
in Working Capital shall be to the ac-
count of the Licensee and shall not be 
trued up in ARR:

Provided further that the Commis-
sion shall not true up the interest rate, 
if variation in State Bank of India Base 
Rate as on April 1, 2012, is within +/- 
1% during the Control Period. Any in-
crease / decrease in State Bank of India 
Base Rate beyond +/- 1% only shall 
be trued up.

(B) Delhi Electricity Regulatory 
Commission (Terms and Conditions 
for Determination of Generation Tar-
iff) Regulations, 2011:-

The Commission in specifying 
these Regulations shall be guided by 
the principles contained in Sections 61 
and 62 of the Act to encourage com-
petition, efficiency, economical use of 
resources, good performance and op-
timum investments.

a. The Commission shall adopt 
Multi Year Tariff Framework for deter-
mination of tariff for each year of the 
Control Period.

b. The Multi Year Tariff framework 
shall be based on the following:

i. Business Plan of the generating 
company (plant wise separately) for the 
entire Control Period to be submitted 
to the Commission for approval, prior 
to the start of the Control Period;

ii. Applicants' forecast of expected 
tariff for sale of power for each year 
of the Control Period, based on rea-
sonable assumptions of the underlying 
financial and operational parameters, as 
submitted in the Business Plan;

iii. Trajectory for specific parameters 
shall be stipulated by the Commission, 
where the performance of the Appli-
cant is sought to be improved through 
incentives and disincentives;

iv. Annual review of performance 
shall be conducted vis-à-vis the ap-
proved forecast.

(C) Delhi Electricity Regulatory 
Commission (Terms and Conditions 
for Determination of Wheeling Tariff 
and Retail  Supply Tariff) Regulations, 
2011considering the following:-

(a) The Commission shall set tar-
gets for each year of the Control Pe-
riod for the items or parameters that 
are deemed to be “controllable” and 
which include:

(b) AT&C Loss, which shall be 
measured as the difference between 
the units input into the distribution 
system for sale to all its consumer and 
the units realised wherein the units re-
alised shall be equal to the product of 
units billed and collection efficiency:

Provided that units billed shall in-
clude the units realised on account 
of theft measured on actual basis i.e. 
number of units against which pay-
ment of theft billing has been realised;

(c) Distribution losses, which shall 
be measured as the difference between 
the net units input into the distribu-
tion system for sale to all its consumer 
and sum of the total energy billed in its 
Licence area in the same year;

(d) Collection efficiency, which shall 
be measured as ratio of total revenue 
realised to the total revenue billed in 
the same year:

Provided that revenue realisation 

from electricity duty and late payment 
surcharge shall not be included for 
computation of collection efficiency;

(e) Operation and Maintenance Ex-
penditure which includes employee 
expenses, repairs and maintenance 
expenses, administration and general 
expenses and other miscellaneous ex-
penses viz. audit fees, rents, legal fees 
etc;
(f) Return on Capital Employed;
(g) Depreciation; and
(h) Quality of Supply.

(i) True Up
The true up across various controllable 
and uncontrollable parameters shall be 
conducted as per principle stated be-
low:

(a) Variation in revenue/expenditure 
on account of uncontrollable sales/ 
power purchase respectively shall be 
trued up every year;

(b) For controllable parameters,
(i) Any surplus or deficit on ac-

count of Operation and Maintenance 
(O&M) expenses shall be to the ac-
count of the Licensee and shall not be 
trued up in ARR; and

(ii) Depreciation and Return on 
Capital Employed shall be trued up 
every  year  based  on  the  actual  cap-
ital  expenditure  and  actual capitali-
sation vis-à-vis capital investment plan 
(capital expenditure and capitalisation) 
approved by the Commission:

Provided that any surplus or deficit 
in Working Capital shall be to the ac-
count of the Licensee and shall not be 
trued up in.

ARR
Provided further that the Commis-
sion shall not true up the interest rate, 
if variation in State Bank of India Base 
Rate as on April 1, 2012, is within +/- 
1% during the Control Period. Any in-
crease / decrease in State Bank of India 
Base Rate beyond +/- 1% only shall 
be trued up.
19. It may be seen here that Regula-
tions except in case of Generation are 
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silent on competition in case of Gen-
eration. The Regulations also provides 
for True Up and Prudence Check. The 
fact remains that DERC has admitted 
that it has not Trued Up the capitali-
zation for previous MYT. DERC has 
rendered findings in each Tariff Deter-
mination order passed by it that it has 
carried out Prudence Check, but fact 
remains that the Prudence Check has 
not been carried out till date.

Ground realities
20. I had been participating in all 
the proceedings of Delhi Electricity 
Commission since its inception. The 
first order passed by the Commission 
on 16-01-2001 had accepted all our 
suggestions and had issued directives. 
Thereafter in 2009 I was inducted as 
Member of State Advisory Committee 
to represent Consumers. I am sharing 
my experience with you all that are 
not only shocking but also demon-
strate the sad state of affairs.
21. Once I joined the State Advisory 
Committee to represent Consumers, 
the first rude shock I received was that 
the Commission had to accept that it 
does not know how to reconcile the 
Financial and regulatory accounts.  
Therefore, after much of persuasion 
the Commission agreed to appoint 
Institute of Chartered Accountants of 
India (ICAI) to help the Commission 
in developing the suitable mechanism. 
However, due to lack of interest both 
from the Commission and ICAI, 
somehow, this initiative failed. Now for 
the first time the DERC has come out 
with Draft DERC (Power Regulatory 
Accounting) Regulations, 2013. My 
endeavour to find out whether any 
other Regulator has introduced such 
Regulations or not did not yield any 
results. 
22. The other rude shock in store was 
that once the DERC is incapable of 
reconciling the Regulatory accounts 
with financial accounts, then who was 
drafting orders on behalf of Commis-
sion? How did the Commission arrive 

at Tariff Determination?
23. Therefore, after exercising the RTI, 
I came to know that DERC on 15th 
December, 2011 appointed a Consult-
ant to carry out Prudence Check of 
true up petitions for the Financial Year 
2010-11 of all the four DISCOMS 
and its tariff adjustments in accordance 
with the provisions of the existing 
MYT Regulations for the Financial 
Year 2007-12. However, the Con-
sultant never disclosed the conflict of 
Interest as it was statutory auditor for 
parent company of two DISCOMS.

Prudence Check
24. Though in every Tariff Determi-
nation Order passed by the DERC, 
there exists a specific table indicating 
the steps taken for prudence check. 
Unfortunately, once my colleague ob-
tained copies of internal notes under 
RTI and perusal of said notes start-
ing from 18th April 2012 to 27th July 
2012, it emerged that the said Consult-
ant did not:-
(i) Submit a comprehensive report 
highlighting the major anomalies by it 
during the course of Prudence Check;
(ii) have the information related to 
prudence check in documentary form;
(iii) keep the record of Prudence 
Check observations,  as it is not part 
of deliverables by the Consultant.  The 
consultant maintained  that they have 
been associated with the issuance of 
the Tariff order for DERC for 4 times 
now and this has never been the prac-
tice followed in the assignment ex-
ecution in the past and that they have 
been completed 70% of the Prudence 
Check without keeping any record of 
the observations and as such submis-
sion of such report by them was not 
possible and that they had been told 
that the report of Prudence Check 
will be done by the staff of the Com-
mission;

25. That while the blame game was 
going on and time had come to pro-
nounce the Tariff Determination Or-

der that was pronounced, the Com-
mission was still struggling with the 
appointment of a capable Consultant 
who could understand both technical 
as well as accounting issues.
26. Unfortunately DERC is unmind-
ful of the observations by Hon’ble 
High Court of  Delhi in Para 72 of 
the order dated 23rd May 2011  in 
W.P.(C) No. 4821/2010, between  
Nand Kishore Garg vs. Govt. of NCT 
of Delhi and Ors., relevant text of 
which is reproduced as under:-

We have reproduced paragraphs 
from the aforesaid decision in exten-
so only to highlight the role ascribed 
to the Commission under the act 
and  the interpretation place by their 
Lordship of the Apex Court on vari-
ous provisions. Keeping the statutory 
role ascribed to it and the jurisdic-
tion determined by the Apex Court, 
the Commission has to function with 
responsibility, intellectual integrity, 
consistent objectivity and transparent 
functionalism appreciating the essen-
tial nature of the regulatory body. We 
emphasize on intellectual integrity and 
transparent functioning as we totally 
dissatisfied with the way the Com-
mission has proceed with the manner 
of determination. We may also note 
here that if a state chaos and anarchy 
has ushered-in in the Commission 
the State Government is also respon-
sible by unjustifiably intruding and 
encroaching on the functions of the 
Commission by interdicting. We have 
already held that the State Government 
has no power to restrain the Commis-
sion in the manner it has done. This is 
not in the fitness of things. This Court 
hopes and trusts that the Commission 
and the State shall remain within their 
boundaries and function within the 
statutory parameters.
27. Even the Appellate Tribunal for 
Electricity while passing order in Ap-
peal number 184 of 2011 on 27th 
February 2013 between Delhi Transco 
Ltd., vs. DERC and Others, in Paras 
39 to 42 had castigated the DERC. 
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The relevant text of aforesaid Paras is 
as under:-

39. The principle of judicial discipline re-
quires that the orders of the Appellate au-
thorities should be followed scrupulously 
by its subordinate authorities. If the Sub-
ordinate authority refuses to carry out the 
directions or to follow the dictums given by 
the superior Tribunal in exercise of Appel-
late powers, the result would be chaos in the 
administration of the justice. In fact, it will 
be destructive of one of the basic principles of 
the administration of justice. 
40. If the State Commission develops such 
a mindset that they cannot be questioned 
by the Appellate Authority at any cost, then 
there would be serious havoc. 
41. As a quasi judicial authority, the State 
Commission is expected to know the law 
prescribed under the Act and the legal pro-
cedures laid down by this Tribunal and 
Hon’ble Supreme Court. 
42. In this case, with great restraint, we are 
constrained to observe the conduct of the 
State Commission who has not cared to 
follow our directions, would reflect lack of 
judicial approach, lack of judicial knowledge 
and lack of judicial ethics. We do not want 
to say more than this.

True up of Capitalization
28. The DERC while passing Tar-
iff Determination order for the year 
2013-14 has admitted the fact that 
in absence of DATA from the DIS-
COMS, it has allowed provisional True 
up on account of Capitalization. The 
moot question arises that when there 
is no provision for provisional true up, 
how DERC has provisionally trued up 
the capitalization in view of the fol-
lowing facts:-
(i) Report submitted by Administra-
tive Staff College of India, Hyderabad, 
had serious apprehensions on the asset 
registers of fixed assets maintained by 
two DISCOMS that should have in-
cluded  the assets transferred by erst-
while Delhi Vidyut Board and also the 
assets acquired by both of them after 
unbundling of DVB;

(ii) DERC wanted ICAI to assist it in 
conducted physical verification of the 
assets held by the DISCOMS for the 
following period
(a) Assets transferred by erstwhile DVB 
as on 01-04 -2002 to the DISCOMS;
(b) Assets acquired by DISCOMS 
from 01-04-2002 to 31-03-2007;
(c) Assets acquired by the DISCOMS 
from 01-04-2007 till 31-03-2011 – 1st 
MYT period.

Revenue Gap
29. The DERC, on its own without 
even discussing in the State Advisory 
Committee has forwarded a Statutory 
Advice under section 86(2) of the EA 
amongst other recommendations, rec-
ommended:-
(i) Bailout package to DISCOMS;
(ii) Allocation of coal to power sta-
tions supplying power from the mines 
with shortest distance or allocate ad-
ditional power from pit-head stations 
of NTPC from Northern and Western 
regions;
30. The question arises, the DERC has 
worked out revenue gap as claimed by 
the DISCOMS, is it not mandatory for 
the DERC to:-
(a) Work out the amounts due to/re-
coverable from the DISCOMS on ac-
count of prudence check:
(b) Work out the amounts due to /
recoverable from the DISCOMS on 
account of True up of Capitalization.

State Advisory Committee
31. The DERC despite having been 
advised both by the Hon’ble High 
Court of Delhi and Appellate Tribu-
nal for Electricity refuses to mend its 
ways and continues to work in isola-
tion without discussing the Important 
Policy matters in the State Advisory 
Committee. The DERC it seems en-
tertains a view that it is Supreme and 
discussions within SAC are merely a 
formality. The Commission till date 
has not been in a position to:-
(a) Enforce the  DERC (Supply Code 
& Performance Standards) Regula-

tions, 2007;
(b) Finalize the Draft DERC (Supply 
Code & Performance Standards) Reg-
ulations, 2012;
In both the aforesaid Supply Code 
the entire burden of compliance has 
been shifted on the Consumers and 
not even a word has been mentioned 
about Supply Code or Quality of Sup-
ply 
(c) Address the issue of  Residual back 
flow leading to inflated bills of the 
consumers;

Experience
32. From my experience with Regula-
tory mechanism, I feel that the time is 
ripe to take a relook at the Regulatory 
Mechanism and revamp the whole set 
up by infusing young professionally 
qualified professionals in the Regula-
tory Mechanism instead of making the 
set up as retirement berths for the re-
tired Bureaucrats. I do not see any rea-
son when the CERC fixes up rates for 
sale of power by the Generating Units, 
how and why the Generators are suf-
fering?
33. Equally strange is the fact that de-
spite collecting amounts from Con-
sumers, why the DISCOMS are in 
loss? Why the DISCOMS are failing to 
provide DATA for Capitalization True 
Up or for Prudence Check?

Consumer’s Prospective
Power Corrupts and Absolute Power 
Corrupts Absolutely.  When it comes 
to POWER as in Energy, it is Cor-
rupted Totally even before it is con-
ceived or when it’s still in the womb, 
we all know most of the Coal Blocks 
were allocated for setting up Power 
Plants and what came off it.
34. Cheap power: At the time of pri-
vatization, keeping in view Chile 
experience a promise was held out 
that by curbing Theft and ushering 
Efficiency that would result in huge 
savings that would be passed on to 
consumers and tariffs would reduce 
after five years. The opposite happened 
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power that was Rs. 2.50/- has ended 
up at Rs. 8/- and the theft brought 
down to 15% from around 60% with 
no corresponding benefit to consum-
ers, it’s calculated that every 1% drop 
saves 90 crores. Instead we have had a 
300% jump in tariffs. The alibi given is 
that Power Purchase cost has gone up, 
that has substantially come down over 
the years. Even power purchase during 
emergency has also come down.
35. On one hand PFC comes out with 
a report that all the three DISCOMS 
in Delhi are in profit. I fail to under-
stand that how come as per Regula-
tory Accounts there are huge losses.  At 
times I pose a question to myself that is 
it a case where two balance sheets are 
prepared one for Income Tax and one 
for DERC or is it a case of Regulator’s 
incompetence to reconcile regulatory 
accounts with financial accounts. To 
top it all they have not been paying 
their dues to the Power Producers, 
Banks or the Government, so where is 
all the money collected from consum-
ers going.
36. Stable power: Performance Stand-
ards for delivery of services were meant 
to have been framed by 2005 and have 
yet to be notified, giving DISCOMS 
an escape route for deficient service. 
Inflated billing is due to Residual Back 
Flow in Neutral is a direct result of 
Performance Standards not being in 
place. 
37. Absolute earth potential: Consum-
ers have been demanding strict Com-
pliance in the Matching of Neutral to 
the Absolute Earth Potential as per rel-
evant Act/Code. This alone is the main 
cause of Fluctuations and Spikes, re-
sulting in damaging expensive house-
hold appliances like TV, Fridge, AC etc 
and unnecessary expenditure on Volt-
age Stabilizers. Performance Stand-
ards pertaining to Stable and uninter-
rupted 24X7 Power was one of the 
reason why Privatization was done. 
Consumers should be compensated 
for the losses due to Fluctuations and 
Spikes and be a part of Schedule I of 

Guaranteed Performance Standards. In 
the absence of any punitive provisions 
DISCOMS do not find it important 
to invest in such infrastructure.
38. 24X7 power supply: Uninterrupt-
ed 24X7 Power Supply has remained 
a dream that was sold to bring in Pri-
vate Players. Rampant power cuts are 
keeping the Inverter Industry alive and 
the consumer foots the bill for charg-
ing and maintaining inverters amount-
ing to average Rs. 1200/- per month. 
Are these the Performance Standards 
that were envisaged in the Act to be in 
place on or before 2007? DISCOMS 
cannot be allowed to Charge Five Star 
and Serve Dhaba.
39. End Monopoly: Open Access was 
to have been in place by the year 2009, 
it has remained a Pipe Dream even in 
Delhi, with Regulators and Govern-
ment playing in the hands of Private 
Players.

What’s more the DERC is making 
some DISCOMSs permanent fixtures 
by investing in expensive exercise of 
Time of Day Metering System and 
asking these very Private Players to in-
vest and put up equipment to measure 
Usage Patterns. Once such huge in-
vestments are made how will DERC 
ask them to make way for Open Ac-
cess Policy?
40. Fuel Charge Adjustment: This is 
another head in which Lack of Trans-
parency is working against the Con-
sumers. What is the total component 
of Fuel Cost in the Production of 
Power? We believe it is not more than 
15%, a little higher in case of ineffi-
cient Plants. How can DERC allow 
2%, 5% and 7% as Fuel Charge Ad-
justment ….. we know now for a Fact 
that our Central Government Gifted 
Coal Blocks for free, we also know that 
DISCOMS have not been paying their 
Dues to NTPC and others for the 
power Purchased (the Govt. had to bail 
them out with our Rs. 500cr package), 
so where is the question of Fuel Cost 
Adjustment. In a CERC meeting it 
was brought to light that NTPC has 

no scientific system of calculating fuel 
cost and the Power Producer ie NTPC 
itself decides how much should be the 
increased charge   ARBITRARY and 
protested by all DISCOMS.
41. Conduct Energy Audit: Like Air 
and Water, Power too is essential for 
existence. This is not a luxury any-
more and high use domestic con-
sumers are already paying higher slab 
rates. Today citizens have to use pow-
er for basic living and also for Gov-
ernment’s inefficiency. From motors 
to draw water to water purifiers , 
from inverters to voltage stabilizers  
and last but not the least Mosquito 
repellents all point to unnecessary 
power consumption due to Govt. 
Apathy. Computers, Refrigerators, 
Televisions are as much a part of dai-
ly life as Air and Water and cannot be 
treated as luxuries.

The energy Audit should Revis-
it Public Service Entitlement Code, 
bureaucrats who are on an overdrive 
installing AC’s in Govt. offices throw-
ing the rule book on entitlement to 
the wind. Gone are the days when 
Rs. 20,000/- AC’s were needed to 
protect Rs. 5 lac PC’s. Today PC’s are 
more robust and very cheap and do 
not require Air Conditioning to op-
erate. Remove AC’s from offices of 
those not entitled for the same. Why 
should consumers subsidize govern-
ment officials’ fancy life style? Who 
decides how much power is needed 
to keep the Govt. cold to people’s 
miseries?

The Energy Audit should also look 
into the Energy Guzzlers in Indus-
try, Commercial Establishment, Street 
Lighting, Neon Signs, Hoardings etc. 
The industry and Commercial estab-
lishments recover the Energy Compo-
nent from the consumer in the form of 
the Final Product Cost.

We see no reason that Energy Guz-
zlers like Government Departments, 
Hospitals (Private), Private Schools, 
Corporate Offices, Shopping Malls, 
Banquets, Farm Houses etc. be allowed 
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to burden the Domestic Consumer by 
way of eating up the Cheap Power 
Quota available from NTPC, SEBs etc.

Delink Power consumed by Do-
mestic consumers and let Power Guz-
zlers buy power from open Market, 
right now there is no incentive for 
them to conserve energy as they re-
cover their life style from the cost of 
their Product or Service.
42. Change of city skyline: Prudence 
Checks are mandatory to ensure that 
Capital invested has actually happened 
and not on paper alone. Overhead 
Wires dot the cityscape and Crum-
bling Transformers that breakdown 
due to local faults leading to long pow-
er cuts. DISCOMS have been given 
windfall guaranteed ROI of 16% of 
capital invested and there is no check 
as to where the capital was invested, 
which leads to the Citizens call for 
Regulating the Regulator.

Way forward
43. Once we look at the Tariff De-
termination Orders and other orders 
passed by the DERC, it emerges that 
the orders are dealing with financial 
viability of the DISCOMS and the 
technical issues like integration of old 
system with new metering, stabiliza-
tion, ungradation of infrastructure, as-
sessment of voltage wise loss levels and 
the cost thereof and balancing of sup-
ply at transformers and supply of qual-
ity power have not been addressed.
44. The issue of lack of transparent 
working of the DERC as well as DIS-
COMS is another key issue that has 
created an atmosphere of mistrust and 
the consumers for various reasons feel 
cheated.
45. Lack of Government’s initiative to 
ensure fulfillment of the objectives of 
the EA, NEP and NTP is another area 
of concern.
46. The PSU’S have become money 
spinning machine instead of facilitator 
for the Sector.  Despite several initia-
tives claimed to have been undertaken 
to save the sector, still the sector is 

sinking. There is a need to revisit the 
Policies and actions taken in this regard 
so as to take corrective steps without 
losing time.  The issue is not Delhi 
centric but is a national issue. Delhi is 
just an example.
47. Unfortunately the sector is suffer-
ing due to built-in inefficiencies of 
Generation i.e. High Cost of genera-
tion and distribution – high transmis-
sion and distribution losses. Though 
the EA provides for encouragement 
of Competition in an area but some-
how on ground instead of creating 
competition cartelization has actu-
ally taken place. The basin intent and 
purpose was to have more than one 
licensee in an area, which has not 
happened. 
48. The DISCOMS are not in a posi-
tion to invest in the infrastructure due 
to cost factors. Therefore, there is an 
urgent need to have a relook at the en-
tire step of the sector. May be the gen-

eration and retail distribution be made 
more competitive and the transmission 
and distribution be retained with the 
State Governments. This would lead to 
healthy competition among generators 
necessitating elimination of avoidable 
overheads. While retail distribution can 
be made competitive by incentivizing 
the control and curb on theft, which 
has actually not taken place as of now. 
Introduction of multiple licensees in 
an area would give rise to competition
49. The next important factor is the 
fixation of cost reflective tariff.  To-
day in many States provide either 
free or subsidiesed power to agricul-
ture sector. Therefore, this cost is fac-
tored in the tariff for other consum-
ers. Very often the tariff for domestic 
consumers upto about 400 units is 
fixed on socio economic considera-
tions, thus this also leads to cross sub-
sidization. Another factor that leads 
to distortion in tariffs is purchase of 
costly power for high end consum-
ers. Even that cost is factored while 
fixing tariffs for all consumers that 
includes domestic too. Therefore, 
there is a need to segregate the high 
end consumers and domestic con-
sumers. This would also benefit the 
high end consumers because they 
can opt for purchase of power from 
more competitive source once there 
is a competition.
50. As on date, authentic DATA on 
actual voltage wise transmissions losses 
or Distribution Line losses is not avail-
able. Therefore, it is not possible to 
correctly estimate cost to be factored 
while fixing tariffs.
51. Therefore, this necessitates intro-
duction of system of voltage wise fixa-
tion of tariffs instead of category wise 
for which the State Regulator shall 
have to take initiative.
52. Hence in larger interest it is impor-
tant to review the entire situation in a 
holistic manner and take necessary 
steps for overall development. 

anilsood@spchetna.com

THE PSU’S HAVE 
BECOME MONEY-
SPINNING 
MACHINES 
INSTEAD OF 
FACILITATING 
THE SECTOR.  
DESPITE SEVERAL 
INITIATIVES TO 
SAVE THE SECTOR, 
THE SECTOR IS 
SINKING
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THE CRITICAL BALANCE: POWER 
SUPPLY, ENVIRONMENT AND THE 
ECONOMY
Unless the capability of offering power to a large section of 
the people still suffering from zero or inadequate supplies 
rises, we do not stand a possibility of being able to assess the 
relationships between power supply and economic outcomes
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Energy policies in India have 
long matured. The establish-
ment of the Kalpakkam Nu-

clear Power Station, way back in the 
year 1971, leapfrogged India into the 
world of nuclear power-driven energy 
facilities.  It is a comprehensive nuclear 
power production facility with fuel re-
processing and waste treatment facility 
that includes plutonium fuel fabrica-
tion for fast breeder reactors (FBRs). 
It is also India’s first fully indigenously 
constructed nuclear power station. It 
has two units of 220 MWe capacity 
each and have been running success-
fully so far, although with a couple of 
critical cases in 1985 and 1987 and 
admittedly a few cancer related deaths 
caused by nuclear radiation.  

It is well known that in the present 
times the rise in demand for electric-
ity in India is commensurate with the 
economic growth that the country 
has experienced during the last two 
decades. However, the nuclear power 
stations along with other traditional 
sources have not been able to match 
the supply. Consequently, there is huge 
power deficit in various parts of the 
country.  In fact, the Queen’s Necklace 
in the Mumbai sea-front, the well-lit 
five star hotels in New Delhi or Ben-
galuru are snapshots of India basking 
in a lit-up world, are not at all part of 
the routine for 40% of Indians.  Since, 
the traditional modes of power gener-
ation such as thermal power and hydel 
power remain insufficient for lighting 
countless homes and business estab-
lishments on all corners of the coun-
try, still more traditional sources such 

as coal, kerosene, diesel, and firewood 
serve as major substitutes for electricity.  
In some cases, the fixed costs of ex-
tending electricity connections turned 
out to be restrictively high for public 
and private companies alike, and have 
left large zones without adequate pow-
er supply.  Poverty in many other plac-
es is responsible for very low demand 
for electricity with similar outcomes.  
Other than electricity generation, 
traditional sources of fuel needless to 
mention, are also significantly used 
in day-to-day activities in the entire 
world, of which automobiles capture 
the greatest share.  In this article allow 
me to continue with the issues cen-
tral to power generation in the coun-
try rather than (surely, more pressing) 
concerns about use of petroleum and 
other fossil fuels. – World Development 
Report, various years, World Bank, 
Washington DC.

Chart1 shows that among the ma-
jor south Asian countries, both Sri 
Lanka and Pakistan have made some 
progress in terms of generating power 
through alternative and nuclear sourc-
es, albeit as proportion of total energy 
use these are still relatively small.  In 
fact, for Sri Lanka, the share went up 
close to 7 percent during 1995-96 fol-
lowing which the share took a nose-
dive and of late remained close to 5%.  

For India, the rate of progress is visibly 
slow touching 3% only recently, while 
Pakistan despite annual fluctuations 
has raised the share to approximately 
5% in 2011.

All these lead to continued use of 
fossil fuel in India (as also in many oth-
er parts of the world) generating more 
heated debates than light and energy. 
The environmental impact of burn-
ing fossil fuels has consequently come 
under intense policy discussion in 
governmental and other forums. The 
magnanimous energy policy summits 
in Rio, Kyoto or Copenhagen bear 
testimony to the critical nature of the 
issue.  In fact, given the extent of mass 
sensitization and awareness that comes 
with these summits their scale can be 
best compared with the formations of 
the United Nations or the World Trade 
Organization or even with breaking of 
a global war.  Fossil fuel or otherwise, 
the energy consumption has been ris-
ing significantly commensurate with 
the growing population and the in-
tensive use of electrical and electronic 
equipments replacing traditional tech-
niques.  It should also be remembered 
that the technological changes that has 
swept the production fronts use energy 
intensively. Economic growth in the 
developing and emerging countries 
is also responsible for rise in demand 
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for energy-intensive commodities and 
services.  In this regard, the following 
chart offers consumption of electricity 
per capita for the South Asian coun-
tries over the last two decades using 
the World Development Report for 
various years.

Chart2 shows that the per capita 
consumption in India is significant-
ly higher than that achieved in the 
neighboring countries and reaches 
700 KWh annually.  This is at least two 
hundred KWh more than that in Pa-
kistan and Sri Lanka during the latest 
periods.  Interestingly, much of this still 
comes from the traditional sources in-
cluding coal and oil, which continue 
to pose problems for the environment 
in terms of the negative externality as-
sociated with burning fossil fuel.  The 
fairly limited use of alternative sources 
of power in these countries is clearly 
reflected in Chart1.  The economic 
trade-off and the policy questions are 
central to these observed realities.   

And it should not surprise any one.  
Combating global warming demands 
nothing short of a global war against 
sources that lead to rise in surface tem-
perature.  Strange as it might sound, in 
the decade of 1970s those concerned 
discussed more about ‘global cooling’ 
and not ‘warming’.  Articles published 

in the New York Times, News Week and 
such trusted outlets and also directly 
quoting from even more dependable 
sources like the National Academy 
of Sciences, warned that the climate 
change would force economic and so-
cial adjustments on a global scale and 
that the political leaders were not even 
discussing potential assuaging strate-
gies. The average surface temperature 
in the Northern Atmosphere had fall-
en by 0.28 degree Celsius between 
1945 and 1968. Although the absolute 
fall in temperature was fairly low, many 
reports at that time argued that there 
was a large increase in snow cover 
between 1964 and 1972 pushing the 
earth one-sixth on its way towards the 
average ice-age temperature.

This threat has turned 180 degrees 
so that the earth is no longer a ‘cool’ 
place but a ‘warm’ boiling pot. The use 
of ‘black soot’ then proposed by scien-
tists to melt ice caps has instead filled 
the atmosphere and led to trapping of 
green house gases chiefly responsible 
for rise in the surface temperature. 
However, scientific sources also ac-
knowledge that about 50% of all green 
house gases actually come from exha-
lation, belching and manure of cud-
chewing animals like cows and ships.  
The methane released from these 
sources into the atmosphere is twenty-
five times more potent as source of 
GHG than all CO

2
 released by cars 

and humans.1 
This makes the science of environ-

ment protection pretty complex.  In 
a way the environmental scientists 
do not have the luxury of running 
controlled laboratory   experiments 
quite like other practitioners of pure 
and dismal sciences (I mean, econom-
ics) and must therefore rely heavily 
on observed data. These include his-
torical data on rainfall, temperature, 
evaporation, and even animal emis-

OF ALL GREEN HOUSE 
GASES ACTUALLY COME 

FROM EXHALATION, 
BELCHING AND MANURE 

OF CUD-CHEWING 
ANIMALS LIKE COWS

1More on this is available in Super Freakonomics by 
Steven Levitt and Stephen Dubner, published in 2009 
(Harper Collins).
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sions. Furthermore, in order to predict 
the effect of GHG on temperature 
the appropriate models must factor in 
changes in the above-mentioned vari-
ables as also the growth in demand for 
automobiles, processed food, factory-
based consumer and capital goods and 
many such dynamic relations.  This 
makes the predictions rather uncertain, 
which has in turn influenced the core 
choices to be made in terms of policy 
formulations at the national and supra-
national levels.  Economist’s (unlike 
environmentalists) encountering this 
issue as neutral researchers (with some 
policy orientation of course) may still 
have the luxury of staying in their arm 
chairs comparing immediate costs and 
benefits of environmental changes vis-
à-vis what lies ahead and safely issue 
policy briefs based on subjective dis-
count rates.  That seems not enough, 
unfortunately.

In fact, the scale of the problem is 
hardly of the nature, where econo-
mists, environmental scientists, lawyers 
or chemists can independently offer 
meaningful solutions.  It must come 
from all of us in a much more coherent 
and credible manner.  This is currently 
well appreciated in almost all relevant 
forums.  But the common homo eco-
nomicus, may react to these concerns 
in various possible ways primarily due 
to lack of coordination, communica-
tion and often owing to the fact that 
individuals do not realize that their 

actions may generate ‘externalities’. 
That the principal problem with re-
storing and improving environmental 
quality is one of externality, is by now 
well conceived.  A negative external-
ity would mean that an individual does 
not have to bear the entire burden of 
one’s action that affects the society in 
a negative way.  As long as the person 
or the institution is not made to pay in 
full for dumping (and this may literally 
mean dumping environment damag-
ing substances) the socially and eco-
nomically undesirable substances, the 
resources for mitigating the ill effects 
must come from somebody else. In 
fact, negative externality means that an 
action taken by an individual generates 
costs to be borne, without agreeing, by 
someone else in part or in full.  For ex-
ample, those living downstream from 
an ammonia factory bear the stench 
carried by air to their residence with-
out automatic corrections made by the 
company.  Conversely, the ones that 
generate a lot of positive externality to 
the society often do not get rewarded 
sufficiently, pushing them to produce 
the same in lesser quantities than the 
socially desirable level.  Moreover, the 
usual mis-targeting of agents made to 
pay for reversing the extent of nega-
tive externality is both inequitable 
and welfare reducing. On the other 
hand, that the miscreant gets away 
with generating a lot of negative ex-
ternality induces him to produce more 

than the socially desirable level of the 
substance.  Not surprisingly therefore, 
the cross-currents and tensions with 
regard to the appropriate choice of 
policy may often lead to no consensus 
or deliberate neglect of socially opti-
mal policy choices.  One may recol-
lect the infamous water pollution case 
by the Pacific Electric Company in 
California, which has now become an 
Oscar winning Hollywood film, ‘Erin 
Brokovich’.  Such pollutions are nega-
tive externalities in the same vein as 
the cost of coal-based electricity does 
not include the price that the coal 
miners pay with ‘black lung disease’.  
The consumers did not have to pay 
for 300,000 mining related deaths in 
the US coalmines over the last century 
or the 36,000 per year death that Chi-
na endures presently. In India, we do 
not have to pay for dumping 40% ash 
from use of coal on the environment.  
If these prices are internalized, many 
argue, consumption retracts depending 
on how elastic they are to price chang-
es, industries contract, economies take 
a hit and global meltdown of a differ-
ent nature may sweep in. If protection 
of environment comes at the cost of 
jobs and livelihood, the governments 
are made to believe in developed and 
developing countries alike, it cannot 
be a sustainable policy in the long run. 
The task at hand is hardly an easy one.   

Since the growth vis-à-vis environ-
ment-protection offers a set of choices 

THE CONSUMERS DID NOT HAVE TO PAY FOR 300,000 
MINING-RELATED DEATHS IN US COALMINES OVER 
THE LAST CENTURY OR THE 36,000 PER YEAR DEATH 
THAT CHINA ENDURES PRESENTLY
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that need a careful balancing, in any 
political economy set up the task is 
quite daunting.  Moreover, it is now 
agreed upon that an all-or-nothing 
solution much to the chagrin of the 
environmentalists, is infeasible. Is rela-
tively clean nuclear power then the 
savior of the world?  If nuclear pow-
er and other fossil fuels are not used 
for power generation owing to safety 
and environmental considerations, 
can poorer countries bear the cost 
of mass solar panels in every rooftop 
in densely populated cities and town 
of the global South? Would India be 
able to invest in US$75 million pro-
jects to set up offshore wind turbines 
that can generate only 5 MW capaci-
ties in the same way Norway can af-
ford it? Can we set up such power 
generators in the shores of Kerala or 
Goa, which would continue to supply 
undisturbed power even during high 
tides and storms? Can India request 
or put a mandate on its poor villagers 
to stop burning firewood, charcoal or 
cow-dung cakes and switch to relative-
ly cleaner LPG? We certainly need to 
do all of these, but can we afford it in 
the visible short-run? Obviously, there 
are more questions than answers fac-
ing policy makers. The nuclear power 
perhaps could be a widely accepted 
solution, but are we ready to consider 
that if Fukushima can happen in Japan, 

which stands technologically so much 
more superior to developing countries 
of Asia, what chances do we have dur-
ing crises? According to a recent paper 
by Padma Shri Prof. Srikumar Baner-
jee, Former Chairman of the Atomic 
Energy Commission of India (AECI), 
currently Bhabha Chair Professor at 
the BARC and the Chancellor, Cen-
tral University of Kashmir, the secu-
rity issues shall be well taken care of 
when the nuclear power stations start 
operating to their full capacities. Prof. 
Banerjee opine that given the mod-
est resources of uranium (but a huge 
thorium reserve), India has chosen 
the option of closed nuclear fuel cycle 
from the very beginning. It seems that 
the energy policy in India is not about 
reduction of facilities or substitution 
between different facilities simply be-
cause 40% of the population still lives 
outside the power grids. To include 
them in, there can be no alternative to 
nuclear power plants and the necessary 
use of uranium, plutonium and tho-
rium, which according to this schema 
are part of a fuel cycle and hence re-us-
able. The problem of dumping nuclear 
waste is also directly minimized when 
fuel is recycled. This, by 2023-24 shall 
generate 23,000 MW of power going 
up to 60,000 MW by 2032.  However, 
it would still be supplying not more 
than 10% of total power requirements 

of India by 2050 when the popula-
tion in likely to stabilize at 1.5 billion.  
Over and above, some new technolo-
gies have been able to bring down the 
life of nuclear radiation to 300 years.  
The last statement would imply that in 
case of a nuclear accident, the 7th gen-
eration descendants with an average 
life span of 75 years for the seven gen-
eration forefathers, will not be exposed 
to the radiation anymore unless at least 
another accident happens in between. 
This is complicated; but nothing better 
seems available as far as nuclear capa-
bility goes.   

The possible reconciliation between 
supply of energy and environmental 
protection as long as Fukushimas do 
not happen here or anywhere else, is 
largely the focus of the nuclear power 
plan in this country.  Interestingly, all of 
this, in the jargon of economics, is en-
dogenous.  In other words, the choice 
of energy type, the economic, social, 
legal implications of it, the benefits that 
flow in with better access to power as 
an infrastructure facility, the growth 
potential associated with such devel-
opments, all need to be determined 
simultaneously.  Unless the capability 
of offering power to a large section of 
the people still suffering from zero or 
inadequate supplies rises, we do not 
stand a possibility of being able to as-
sess the relationships between power 
supply and economic outcomes.  One 
certain direction is where the better 
and more inclusive power supply shall 
raise the human development indica-
tors and consequently, the supply of 
human capital to socially desirable lev-
els.  Notwithstanding the power of nu-
clear energy, however, the country 
should also look much more seriously 
into alternative sources which have a 
potentially bigger market and much 
better environmental implications for 
generations to come.  Some of these 
issues are presently the main items in 
the platters of the policy makers. 

saibal@cssscal.org
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Power development in India 
commenced at the end of the 
19th century with the com-

missioning of electricity supply in 
Darjeeling during 1897, followed by 
the commissioning of a hydropower 
station at Sivasamudram in Karnataka 
during 1902. In the Pre – Independ-
ence era, the power supply was mainly 
in the private sector that too restricted 
to the urban areas. With the formation 
of State Electricity Boards during five-

year plans, a significant step was taken 
in bringing about a systematic growth 
of power supply industry all over the 
country. A number of multi – purpose 
projects came into being, and with the 
setting up of thermal, hydro and nu-
clear power stations, power generation 
started increasing significantly.

Since independence, the growth of 
Indian Power Sector has been note-
worthy. The increasing installed pow-
er capacity from 1,362 MW to over 

RESTRUCTURING POWER 
SECTOR: A PATHWAY TO FUTURE 
SUSTAINABLE DEVELOPMENT
We need to secure energy resources to sustain us and our future 
generations for a long time into the future and most importantly 
be able to do so without harming the environment
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1,00,000 MW and electrification of 
more than 5,00,000 villages are im-
pressive. In spite of this achievement, 
very high level of technical and com-
mercial losses and level of commercial 
approach in the management of utili-
ties created an unsustainable financial 
operation. The most important prob-
lem faced by the power sector in the 
irrational and unremunerative tariff 
structure. Out of total energy gener-
ated, only 55% is billed and ultimately 
41% is realized from the consumer end. 
Lack of competition and monopoly 
status has made all the SEBs ineffective 
and commercially unviable leading to 
erosion of its internal resource gener-
ation.

The Government of India in the 
mid-term review of the Tenth plan 
recognized the fact that under-per-
formance of the energy sector can 
be a major constraint in delivering a 
growth rate of 8% GDP during the 
plan period. To achieve Economic 
Growth, we need to and have to use 
more and more energy. Understand-
ing energy cost is vital for creation of 
awareness and savings calculation. It 
calls for Management of Energy and 
the objective of which is to achieve 
and maintain optimum energy pro-
curement and utilization, by minimiz-
ing energy costs and wastes (without 
affecting production & quality) and 
to reduce environmental effects. Very 
concerted efforts in a planned man-
ner are to be established for Energy 
Management. Strategy needs to be es-
tablished based on the target of energy 
conservation. Increasing pressure of 
population and increasing use of ener-
gy in different sectors of the economy 
is an area of concern for India. Despite 
the global financial crisis, India’s en-
ergy demand continues to rise.

The end users of electricity like 
household, farmers, commercial es-
tablishments, industries are confronted 
with frequent power cuts, both sched-
uled and unscheduled. Power cuts, er-
ratic voltage and low or high supply 

frequency have added to the ‘power 
woes’ of the consumer. These problems 
enumerate from:
•	 Inadequate power generation capac-

ity
•	 Lack of optimum utilization of the 

existing generation capacity
•	 Inadequate and aging sub-transmis-

sion links
•	 Inadequate and aging sub-transmis-

sion & distribution network leading 
to power cuts and local failure/faults

•	 Large scale theft and skewed tariff 
structure

•	 Slow pace of rural electrification
•	 Inefficient use of electricity by the 

end consumer
•	 Lack of grid discipline

Present scenario
The power sector has been suffering 
from serious problems which were 
identified as far back as fifteen years 
ago. Though a number of corrective 
measures have been taken, they have 
yet to yield the desired results. The out-
come is that the power sector faces an 
imminent crisis in almost all states. No 
State Electricity Board is recovering 
the full cost of power supplied, with 
the result that they make continuous 
losses on their total operations. These 
losses cannot be made good from state 
budgets, which are themselves under 
severe financial strain. As a result the 
SEBs are starved of resources to fund 
expansion and typically end up even 
neglecting essential maintenance.

The reasons for the huge losses of 
the SEBs are well known. Power tar-
iffs do not cover costs because some 
segments, especially agriculture, but 
also household consumers, are charged 
very low tariffs, while industry and 
commercial users are overcharged. 
However, the overcharged segments 
do not always pay the high charges 
because of theft of electricity, typically 
with the connivance of the staff in the 
distribution segment, is very high. Of 
the electricity charges billed only 80% 
are actually collected. These large is-

sues were hidden by claiming a large 
absorption of electricity in agriculture 
which is unmetered which enabled 
SEBs to claim T&D losses of around 
24%. However, when actual losses were 
calculated more precisely in states un-
dertaking power sector reforms, it was 
found that the actual T&D loss were as 
high as 45-50%.

	 Operational efficiencies in 
generation are also very low in some 
states. Overstaffing is rampant. Politi-
cal interference in the management of 
SEBs has become the norm in most 
states, making it difficult to ensure 
high levels of management efficiency. 
If electric power is to expand to sup-
port 8% growth, a substantial expan-
sion in domestic coal production will 
be needed. As a step towards reforma-
tion of the SEBs, the Government of 
India enacted the Electricity Regula-
tory Commissions Act 1998 in July 
1998. One of the objectives of this Act 
was “improving the financial health of 
the SEBs which are losing heavily on 
account of irrational tariffs and lack of 
budgetary support from the state gov-
ernment.”

The Electricity Act, 2003
The provisions of this Act have been 
brought into force with effect from 
10 June, 2003 [with this, The Indian 
Electricity Act, 1910, The Electricity 
(Supply) Act, 1948 and The Electricity 
Regulatory Commissions Act, 1998 
stand repealed]. The main features of 
the Act are:
•	 Generation has been delicensed and 

captive generation freely permitted. 
Hydro projects would, however, 
need concurrence From the Central 
Electricity Authority.

•	 No license required for generation 
and distribution in rural areas.

•	 Transmission Utility at the Central 
as well as State level, to be a gov-
ernment company – with responsi-
bility for planned and coordinated 
development of the transmission 
network.
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•	 Open access in transmission with 
provision for surcharge for taking 
care of current level of cross subsidy 
with the surcharge being gradually 
phased out.

•	 Distributing licenses would be free 
to undertake generation and gen-
erating companies would be free to 
take up distribution.

•	 The State Governments are re-
quired to unbundle the SEBs. How-
ever, they may continue with them 
as distribution licensees and State 
Transmission Utilities.

•	 Setting up of the State Electricity 
Regulatory Commissions (SERCs) 
made mandatory.

•	 An Appellate Tribunal to hear ap-
peals against the decision of the 
CERC and SERCs.

•	 Metering of electricity supplied 
made mandatory.

•	 Provisions relating to theft of elec-
tricity made more stringent.

•	 For rural and remote areas, stand-
alone systems for generation and 
distribution permitted.

•	 The Central Government to pre-
pare a National Electricity Policy 
and Tariff Policy.

•	 The Central Electricity Authority to 
prepare a National Electricity Plan.

The energy crisis: A universal 
problem
The modern technological world re-
quires energy. The use of energy is 
involved in all aspects of industrial 
endeavour. Like all other attributes of 
the earth, energy is a finite resource. 
The ability of any nation to survive in 
the long-run depends upon its ability 
to produce and properly manage, an 
abundant supply of low-cost safe en-
ergy. How we live and where we live 
are virtually affected by the scale of 
energy provision. The role of econom-
ic growth can be greatly facilitated 
through increased availability of ener-
gy at reasonable prices. The economic 
well-being of a country is closely 
linked to its level of consumption.

The present energy problem which, 
in fact, has the dimensions of a crisis, 
has come about for two reasons: one 
is the growing demand for energy and 
the other is the growing world popu-
lation. It is now recognised that energy 
must be treated as the previous com-
modity that it is, both at home and in 
the factory. With the ever widening 
gap between the demand and supply 
of energy, due to fast depleting fossil 
fuels on the one hand and phenomenal 
growth in energy requirements on the 
other, the need for energy conserva-
tion has become imperative. The first 
international conference of the Watt 
Committee on Energy held in UK in 
April, 1992, has expressed the view that 
half the energy currently used could 
be saved quite easily through a mix of 
measures. The three major concerns of 
the policy matters in dealing with the 
energy sector problems should be:
 Increasing availability of energy re-
sources to meet growing demand in an 
optimal manner.
 Minimising environmental impact 
from use of resources. and
 Promoting efficient use of energy 
resources.

Facing the challenges: Demand-
Supply mismatch
The energy intensity of India is over 
twice that of the matured economies, 
which are represented by the OECD 
(Organization of Economic Coop-
eration and Development) member 
countries. India’s energy intensity is 
also much higher than the emerg-
ing economies – the Asian countries, 
which include the ASEAN member 
countries as well as China. We are the 
world’s 11th biggest energy produc-
er, accounting for about 2.4% of the 
world’s total annual energy production 
and again, we are the world’s 6th larg-
est energy consumer accounting for 
about 3.3% of the world’s total energy 
consumption. Seeing purely in our 
context, if India reaches 5000 KWH 
per Capita, which it should, because 

after all, that is our right – right to de-
velopment; if that happens, India alone 
would require additional electric-
ity that would constitute 40% of the 
present total world electricity produc-
tion. This would amount to a tenfold 
increase in our electricity production. 
We thus have to cope up with a much 
bigger challenge even as compared to 
other developing countries, even Chi-
na. We must have strategy to face the 
Demand-Supply mismatch in power 
sector.

The Power Finance Corporation 
Limited (PFC) was incorporated on 
16 July, 1986 as part of Government 
of India’s initiative to enhance fund-
ing of power projects in India, with an 
objective to provide financial resources 
and encourage flow of investments to 
the power and associated sectors, to 
work as a catalyst to bring about insti-
tutional improvements in streamlining 
the functions of its borrowers in finan-
cial, technical and managerial areas to 
ensure optimum utilization of available 
resources, to mobilize various resourc-
es from domestic and international 
sources at competitive rates, to strive 
for up gradation of skills for effective 
and efficient growth of the sector, and 
to maximize the role of return through 
efficient operations and introduction 
of innovative financial instruments and 
services for the power sector. It works 
as Nodal Agency for Government 
Schemes.

Ensuring sustainable development
Our mother earth closes nothing, 
refuses nothing and shuts none but 
we, human beings through the de-
velopment process has consumed 
natural resources, generated pollution 
primarily from 19th century till date 
and even today, if scientists are to be 
believed, Mother Earth has reached 
an alarming stage where the prob-
lems of global warming, rising of sea 
levels, drastic trends of climate chang-
es is a threat to the very existence of 
human life on Earth. The industrial 
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processed has generated gases which 
have generated a blanket over the 
Earth trapping heat by the process 
known as Greenhouse Effect which 
experts believe is linked to the global 
warming and climate changes. Kyo-
to Mechanism has created an archi-
tectural framework for market based 
management of global atmosphere 
and thus has taken a positive step for 
a cleaner future.

The concept of Sustainable Devel-
opment dates bank a long way but it 
was at the UN Conference on Human 
Environment (Stockholm, 1972) that 
the International Community met 
for the first time to consider glob-
al environmental and developmental 
concerns and needs. United Nations 
Conference on Environment and 
Development (UNCED), also called 
Earth Summit, held at Rio de Janeiro 
laid the foundation for global deliber-
ations on environment and sustainable 
development. The Summit agreed on 
Agenda 21 and the Rio declaration 
which led to agreement on two legal-
ly binding conventions on Biological 
diversity and the Framework Con-
vention on Climate Change (FCCC). 
India had signed the United Nations 
Framework Convention on Climate 
Change (UNFCCC) on June 10th, 
1992.

The Kyoto Protocol has identified 
three flexibility mechanisms to lower 

the overall costs to achieve the emis-
sion targets. They are:
I. Clean Development Mechanism 
(CDM)
II. Joint Implementation (JI) and
III. Emission Trading.

Government Initiatives
The ministry of Power is primar-
ily responsible for the development 
of electrical energy in the country. 
The ministry is concerned with per-
spective planning, policy formulation, 
processing of projects for investment 
decisions,  monitoring of the imple-
mentation of power projects, training 
and man-power development and the 
administration and enactment of leg-
islation with regard to thermal and 
hydro power generation, transmission 
and distribution. In all technical mat-
ters, the Ministry of Power is assisted 
by the Central Electricity Authority 
(CEA).

A number of policies and initiatives 
have been taken by the Government 
of India so as to strengthen India’s po-
sition in the world scenario. Some of 
them which need mention are:
	 Capacity Addition target of 78,700 
MW for the 11th plan fixed by the 
Planning Commission.
	 The Installed power generation 
capacity has increased from about 
1,400 MW in 1947 to 2,09,276 as on 
31-10-2012.

	 50,000 MW Hydro Electric Ini-
tiative launched by the Government in 
2003-04.
	 20,334 MW Hydro Capacity Ad-
dition during 12th plan (2012-17).
	 Setting up of Ultra Mega Power 
Project (UMPPs) with a view to pro-
vide power to all at a reasonable rate 
and ensuring fast capacity addition.
	 The National Electricity Policy 
has been notified.
	 Cabinet Committee on Economic 
Affairs (CCEA) approved the Restruc-
tured Accelerated Power Development 
and Reforms Programme.
	 Automatic approval for FDI (RBI 
Route) for 100% investment of for-
eign equity is permitted in generation, 
transmission and distribution and trad-
ing in power sector.
	 Launching of Rajiv Gandhi Gra-
meen Vidyutikaran Yojana scheme of 
Rural Electricity Infrastructure and 
Household Electrification in March, 
2005.
	 The Ministry has set up the Solar 
Energy Centre (SEC) near Delhi.
	 The Development of Solar Cities.
	 International corporation activities 
in Renewable Energy.

Future lies in renewable energy
There are several important alterna-
tive sources of energy – some renew-
able, some long lasting, some free from 
CO2 production, and some totally un-
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explored by us at present. These sourc-
es are listed below:
•	 Wind energy
•	 Solar energy
•	 Hydro-power
•	 Agricultural biomass and commu-

nity wastes
•	 Gas from solid wastes (waste-to-

energy plants)
•	 Coal Gas, Natural Gas, LNG, CNG, 

LPG
•	 Shale Gas
•	 Biofuels from oil-bearing plants
•	 Nuclear energy
•	 Geothermal energy

The Government has been pro-
moting private investment in setting 
of projects for power generation from 
renewable energy sources through an 
attractive mix of fiscal and financial in-
centives, in addition to the preferential 
tariffs being provided at the States lev-
el. These include capital/interest sub-
sidy, accelerated depreciation and nil/
concessional excise and custom duties. 
Further, the Government is encourag-
ing foreign investors to set up renew-
able power projects on a ‘Build-Own 
and Operate’ basis with 100% foreign 
direct investment. The annual turno-
ver of the renewable energy industry, 
including the power generating tech-
nologies for wind and other sources, 
has reached a level of around Rs. 550 
billion.

The feasibility of a larger applica-
tion of renewable energy, to that of 
the present assessments, would depend 
on how rapidly the costs decline and 
efficiencies increase. As a result, re-
search and technology development 
have been accorded high priority in 
the national renewable energy pro-
gramme and mission mode research 
has been planned for developing solar, 
bio-energy and hydrogen technolo-
gies. International Cooperation activi-
ties in renewable energy are aimed at 
sharing of experiences and expertise 
with other countries, promoting sci-
entific and research cooperation in 
technologies of interest to the country. 

During 2011-12 the Ministry entered 
into Memorandum of Understand-
ing with Bangladesh, Egypt, Uruguay 
and a programme of cooperation was 
signed with Spain.

Solar power: new hope
Generation of electricity from the Sun 
is a flagship programme of the Gov-
ernment. The solar market potential 
is huge, while only a fraction of the 
aggregate potential has so far been 
realised. India has one of the world’s 
largest programmes in solar energy 
which includes R & D, demonstra-
tion and utilization, testing and stand-
ardization, industrial and promotional 
activities, processed material for solar 
cells, inverters, charge controllers etc. 
The solar sector is expected to see an 
increased participation and collabora-
tion especially in the technology and 
manufacturing space.

As a tropical country which re-
ceives much sunlight, India tops the 
world (along with California and 
Hawaii in the US) in its potential 
for developing solar energy systems. 
Spain, Italy, Australia and China come 
next on the list. However, in actual 
implementation Germany and Spain 
top the list at present. The Jawaharlal 
Nehru National Solar Mission en-
visages establishing India as a global 
leader in solar energy. An ambitious 
target of 20,000 MW of solar power 
by the year 2022 has been set under 
the mission. The plan outlay for the 
Ministry of New and Renewable 
Energy increases by 61% from Rs. 
620 crore in 2009-10 to Rs. 1,000 
crore in 2010-11. The Mission sup-
port research, development and inno-
vation to achieve grid-parity in the 
shortest time-frame. The mission will 
be implemented in three phases. The 
first phase is up to March, 2013, the 
second till March, 2017 and the third 
phase will continue till March, 2022. 
Around 1000 MW of grid connected 
solar power capacity has already been 
set up.

SunBorne Energy, funded by Gen-
eral catalyst and Khosla ventures, is set 
to make solar power affordable and 
widespread across India. The company 
is partnering with MNRE on an R & 
D project to indigenise and decrease 
the cost of solar plants. Over the next 
decade, the plant is to cut the costs 
in half, making solar power compet-
itive with other sources. SunBorne’s 
affordable solar power can help India 
grow without risking the environment 
or energy security.

The way forward
The world has tapped only a small 

percentage of its vast renewable energy 
resources. Policy efforts need to be 
strengthened in order to encourage a 
massive scale up of renewable technol-
ogy so as to build a long term, stable, 
low carbon economy. Countries all 
over the world fully recognise the im-
perative to promote widespread adop-
tion of renewable energy into their 
Country’s energy sources to promote 
sustained economic growth, social de-
velopment and environmental stew-
ardship. It is estimated that renewable 
energy could contribute at least half 
of electric power in each of the large 
economies by 2050.

Power sector in India will wit-
ness a boom in the coming decades 
with huge FDI coming up in both 
conventional and non-conventional 
power generation sector. This sec-
tor is estimated to grow at a rate 
of 25% year on year in the coming 
years. Government has taken various 
electrification programmes which 
are considered in the context of so-
cio-economic development of India. 
The Ministry of Power has taken 
Missions like ‘Power for all by 2012’ 
and ‘Rural Electrification Supply 
Technology (REST) Mission’ which 
will accelerate the electrification for 
all villages and household through 
decentralised technologies and con-
ventional grid connection.

Solar energy castor looks to have a 
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very viable prospect for investment in 
the coming years as the Government 
is showing its firm stance towards the 
use of renewable energy resources. As 
per Kyoto Protocol and Copenhagen 
Convention, Government has taken 
initiatives to reduce carbon footprints 
and encourage non-positing energy 
production technique.

In order to have sustainable manage-
ment of power sector we need
•	 Carbon Reduction by using LED 

Lights
•	 Earning through Carbon Credit
•	 Government to take an imitative 

stand
•	 Enhancement of Grid Efficiency
•	 Awareness of the Financial Benefits 

of Energy Efficiency
•	 Create Incentives to Save Energy
•	 Incentives to Promote Renewable 

Energy Sources and
•	 Adoption of Lucifier (Jugnu – emits 

light without consuming any en-
ergy) Products.

Conclusion
The most important factor which 
can act as a constraint on economic 
growth of a country is the availabil-
ity of energy and power (including 
generation, transmission and distri-
bution). India is both a major power 
producer as well as a major power 
consumer. Investment in power sec-
tor is a must to enhance the infra-
structural capacity of a country to 
sustain the process of its economic 
growth. The Government of India 
liberalized this sector and opened it 
before the foreign and private par-
ticipants to raise adequate funds for 
the power sector. A quick view of 
the ownership pattern in this indus-
try tell us that the State Government 
owned generating utilities account-
ed for 41.51% of the total capac-
ity, while the Central Government 
owned power utilities accounted for 
29.67% and private players account-
ed for only 28.82%.

This sector calls for centralised re-

structuring. One of the prime areas 
that need focus should be the devel-
opment of nationwide grid network. 
Since India suffers high transmission 
and distribution losses, the country 
needs to property vigil the operation. 
Further we need to secure energy re-
sources to sustain us and our future 
generations for a long time into the 
future and most importantly be able 
to do so without harming the envi-
ronment and disturbing the climate. 
This is a question of our very survival 
in the present day very competitive, 
selfish and unkind world. We need to 
move towards a safe and secure ener-
gy future. The potential for renewa-
ble energy technologies is immense. 
The elimination of inefficiency and 
wastage shall reduce the power cost 
and consumers shall get sufficient and 
affordable (low cost) quality power 
for consumption, economic growth 
and prosperity. Energy independence 
has to be the nation’s first and high-
est priority and India must be deter-
mined to achieve this!

References
1.	 Agrawal, Raj (2008), Business 
Environment, Excel Books, New Delhi.
2.	 Arora, M. N. (1999), Studies in 
Cost Audit and Management Audit, 
Sultan Chand and Sons, New Delhi.
3.	 Datt, Ruddar and K. P. M. 
Sundaram (2011), Indian Economy, S. 
Chand and Company Ltd. New Delhi.
4.	 Ghosh, Rana (2002), Cost Audit 
Application in Power Sector, Manage-
ment Accountant, Vol. 37, No. 1, Janu-
ary, pp. 7-14.
5.	 Goswami, Palash (2013), Cor-
porate Government of Hydro-Electric 
Power Projects Construction Contract 
Management Entities, Management 
Accountant, Vol. 48, No. 1, January, pp. 
78-80.
6.	 Guidance Note on Cost Ac-
counting Standard on Cost of Utilities 
(CAS-8) Issued by The Institute of 
Cost Accountants of India, Kolkata.
7.	 Jha, S. K. (2013), Energy Audit: 

Step Towards Energy Conservation, 
Research Analysis and Evaluation, Vol. 
V, Issue: 50, November, pp. 53-54.
8.	 Kakodkar, Anil (2011), Towards 
our Safe and Secure Energy Future, 
Forum of Free Enterprise, Mumbai.
9.	 Maheshwari, N. P. and Bhat-
tacharya (2005), Reform of Power 
Sector in India with Special Reference to 
Hydro-Potential of Uttaranchal State, 
Management Accountant, Vol. 40, No. 
10, October, pp. 788-793.
10.	 Patel, B. C. (2003), Energy 
Conservation: Some Cost Reduction 
Measures, Management Accountant, Vol. 
38, No. 10, October, pp. 739-742.
11.	 Rao, K. Srinivasa And Sekhar, K. 
Chandra (2010), Rural Infrastructure 
– A Vital Ingredient For Double Digit 
Growth, Kurukshetra, Vol. 58, No. 10, 
August, pp. 3-8.
12.	 Reddy, Yaga Venugopal (2010), 
Indian Economy Over the Years, Yojana 
– A Development Monthly, Vol. 54, 
January, pp. 8-11.
13.	 Saleem, Shaikh (2006), Business 
Environment, Pearson Education, New 
Delhi.
14.	 Sen, Parimal Kr. And Garani, 
Palash (2011), Applications of PPP 
Model in Key Infrastructure Sectors to 
Stimulate Economic Growth in India, 
Management Accountant, Vol. 46, No. 
3, March, pp. 190-195.
15.	 Sreenivas, Ashok and Dixit, Shan-
tanu (2012), Are we serious about our 
Energy Security?, Economic & Political 
weekly, Vol. XLVII, No. 20, May 19, 
pp. 10-13.
16.	 Sukhatme, S. P. (2011), Meet-
ing India’s Future Needs of Electricity 
Through Renewable Energy Sources, 
Current Science, Vol. 5, September 10.
17.	 Thakur, Vijay (2010), Budget-
ing for the Energy Sector, Yojana – A 
Development Monthly, Vol. 54, March, 
pp. 41-43.
18.	 Trivedi, I. V. (2004), Emerging 
Dimensions of Economic Scenario, 
RBSA Pub., New Delhi. 

cmaskjha@gmail.com

COVER

STORY



THE MANAGEMENT ACCOUNTANTwww.icmai.in 37FEBRUARY 2014

PROPOSED AMENDMENTS IN THE 
ELECTRICITY ACT  MAY NOT BE 
GOOD ENOUGH TO LIFT THE SECTOR
Though the amendments proposed in the Electricity Act 2003 
seem to be far-reaching, they may just not be enough to save 
the power sector

Ten years of implementation of the Elec-
tricity Act, 2003 has not shown any ev-
ident cure to the maladies bothering 

the sector. The symptoms are loud and clear for 
everyone. The losses of distribution utilities are 
reaching new peaks and the generation sector is 
threatened by the non-availability of fuel (read 
coal and gas) and mounting receivables. The 
AT&C loss is still abnormally high.  The subsidy 
burden of state governments has been increasing 
manifold. The Central government is forced to 
announce debt relief packages to avert the col-
lapse of the entire power sector. Power shortag-
es are threatening the orderly functioning of the 
grid, as witnessed during the grid failure in 2012.

The amendments proposed in the Electricity 
Act 2003 by Ministry of Power on 19-10-2013 is 
mainly in the areas of tariff fixation by regulatory 
commissions, role of state governments and fur-
ther restructuring of the distribution sector.  Let’s 
discus a few of the proposed amendments and 
analyse them for further critical analysis for our 
community.  

Section 11 and section 108:  Directions 
to generating companies and regulatory 
commission 
The control of state governments in power sector 
is getting curtailed. Presently, state can give direc-
tions as per section 11 (directions to generation 
companies) and section 108 (directions to regu-
latory commission) of the Electricity Act 2003. 
Proposed amendments intend to dilute such di-
rections.  

This move is crucial. Several states were resort-
ing to invoking Section 11, citing rising pow-
er shortages. State governments were asking all 
power generating stations to operate at full ca-
pacity and supply power within the state. Besides, 
respective SLDCs have also used the direction 
issued under section 11 to deny open access. 
Proposed amendment provides protection to the 
existing contracts, which is reasonable. It would 
be better if there is a separate account (escrow) 
where the compensation amount should be de-
posited before imposition of compensation and 
before the generating station is prohibited from 
selling power outside the State. Further, the time 
period for such direction has been limited to 30 
days in the proposed amendment but there is no 
restriction that no similar direction can be given 
again after expiry of 30 days. Appropriate Com-
mission would offset any adverse financial impact 
on the generator. But this compensation has to be 
provided in a timely manner. This also needs to 
be provided in the proposed amendment.

The National Electricity Policy and Tariff Pol-
icy would be mandatory as per sections 3(a), 61, 
62, 79 and 86 of the proposed amendment. This 
leaves little room for state government to give 
policy directions to SERC as per section 108 of 
the Act. States will not have any say in the deter-
mination of tariff. Proposed Section 61 says that 
the Central Government may direct the princi-
ples and methodologies specified by the Central 
Commission as it considers appropriate and the 
same has to be followed by the Appropriate State 
Commissions for determination of tariff. These 
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amendments may be termed as an en-
croachment over the privileges of the 
State and a real threat to the federal 
system although well intended. 

Supply licensee: New invention of 
the proposed amendment
The main agenda of this amendment is 
to separate the wire business and oth-
er activities like billing and collection. 
New segment named ‘supply licensee’ 
is introduced in power sector in addi-
tion to existing generation, transmis-
sion, distribution and trading licensees.  
The Act in its present format had in-
vented the fourth wheel in the form of 
‘trading’ in power sector in addition to 
the three traditional sectors compris-
ing generation, transmission and dis-
tribution. The proposed amendments 
envisage the fifth wheel in terms of 
‘supply licensee’.  The fourth wheel 
was invented for the smooth ride of 
market reforms in the sector. Now the 
proposed amendment has invented the 
fifth wheel in the form of sale of elec-
tricity which is to be unbundled from 
distribution of electricity.

In section 2 new terms such as In-
cumbent supply licensee (35A), sup-
ply licensee (70a), subsequent supply 
licensee (70b) are introduced for this 
purpose. The definition of Distribu-
tion licensee(17) is changed drastically 
to separate the supply function from it. 
Distribution(17a) is newly defined as 
mere conveyance of electricity. Earlier 
multiple distribution licenses in a par-
ticular area were possible only if they 
have their own networks. Now com-
missions can grant unlimited number 
of supply license within the same area 
of supply (Section 14). However, the 
amendments fail to clearly state the 
boundary conditions for such segrega-
tion. The amendments have not elab-
orated the treatment of the following 
items, in the absence of which the 
scheme appears to be in-operative:
a) Allocation of PPAs: The pro-
posed amendment is silent on who 
would be the custodian of the exist-

ing Power Purchase Agreements. The 
obligations to purchase power are on 
supply licensee for ensuring supply 
to the consumers. However, once all 
Power Purchase Agreements would be 
allocated to incumbent supply licensee, 
then it would suppress the competi-
tion as no subsequent licensee would 
be able to offer competitive tariff. It is 
important also to evaluate the reason-
ableness of allocating PPA portfolio to 
supply licensees who do not have any 
major stakes in the sector.
b) Cross Subsidy Surcharges: The 
proposed amendment does not pro-
vide clarity on the applicability of 
the cross subsidy and cross subsidy 
surcharge. To promote competition, 
consumers should be given an option 
to migrate from one supply licensee 
to another without artificial barriers. 
Cross subsidy surcharge would create 
a barrier for consumers to migrate, if 
not applied appropriately. This needs 
to be clarified either in the proposed 
amendments to the Act
c) Contact point for Consumers: 
To get a new electricity connection 
the consumer has to first approach 
the distribution licensee and pays the 
charges for availing connection. After 
getting connected to the network he 
has to approach the supply licensee. 
After availing supply he has to regular-
ly pay charges to both the distribution 
licensee and the sales licensee. Default 
in paying charges of any licensee could 
lead to stoppage of supply.  This will 
create significant difficulties in opera-
tion for the consumers as well as con-
fusion/ disputes between the different 
licensees sandwiching the consumer in 
between.
d) Transfer scheme for new sup-
ply licensees (Section 131): The 
provision for transfer to new supply 
licensees is rather complicated. The 
proposed amendments do not envis-
age a condition where private licensees 
are also in operation like in places like 
Mumbai, Delhi, Odisha etc. Further, 
the transfer scheme refers to Boards, 

which in many states have already 
been unbundled. More clarity is thus 
required on this.
Supply license shall not be refused on 
the ground that there already exists a 
licensee in the same area for the same 
purpose. The supply licensee will not 
own any power system assets. His only 
business is to purchase power, arrange 
open access, sell it to the consumers 
and collect money. However, there is 
always the danger that these supply li-
censees will have a free hand in cher-
ry picking customers, they would try 
picking the well-paying customers but 
those seen as not remunerative enough 
- including agricultural consumers or 
domestic users in areas with high loss 
levels — might find no takers. 

Section 51B: Distribution licensee 
will continue as incumbent supply li-
censee and it shall have the obligation 
to supply electricity to all consumers in 
its area of supply. If new supply licensee 
under area of distribution of distribu-
tion licensee fails to supply to a con-
sumer, the incumbent supply licensee 
shall supply electricity to such consum-
er as a provider of last resort. In other 
words, subsequent licensee can cherry 
pick customers and incumbent licensee 
will be compelled to supply power only 
to low income customers owing to its 
obligation to supply electricity to other 
consumers. The Section also says that 
the supply licensee shall arrange for the 
purchase of electricity to meet the de-
mands for electricity by the consumers 
without resorting to load shedding or 
power cuts. So, licensees will be com-
pelled to buy power from market forces 
at escalated rates.  To avoid this, subse-
quent supply licenses should be grant-
ed for the entire area co-terminus with 
the incumbent supply licensee, with the 
obligation to supply electricity to all the 
consumers in its area of supply. 

Parallel licenses for distribution:  
The proposed amendments seem to 
suggest that there would not be two 
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distribution licensees in an area of dis-
tribution. The amendments have not 
specified the treatment for locations 
where already there are parallel licen-
sees such as Mumbai. This needs to be 
elaborated and Mumbai region needs 
to be specifically excluded.  In such 
exclusions, other issues such as collec-
tion of security deposits, temporary 
use of network, etc. should be clarified.

Section 3 and 62: Amendments 
affecting tariff
Section 3: Inclusion of (3a) in sec-
tion 3 of the Act to make provisions of 
National Electricity Policy and Tariff 
Policy mandatory would amount to ex-
cessive jurisdiction. It would not be ap-
propriate to make policies issued by the 
executive mandatory over all the statu-
tory functionaries under the Act who 
are expected to function independently. 

Section 62: Introduction of second 
proviso to Section 62 (1) (a) which 
reads as “PROVIDED further that 
there shall be no such determination of 
tariff by the Appropriate Commission 
under clause (a) of this sub-section if it 
is specified in the National Electricity 
Policy or the Tariff Policy that the pro-
curement of electricity by the supply 
licensee shall be done only by com-
petitive bidding as per section 63” has 
made competitive bidding ‘mandatory’ 
for procurement of power by distribu-
tion companies under section 63. 

As per Clause 5.1 of Tariff Policy 
issued by Ministry of Power on 6-1-
2006, all future requirement of pow-
er should be procured competitively 
by distribution licensees. Even for the 
Public Sector projects, tariff of all new 
generation and transmission projects 
should be decided on the basis of com-
petitive bidding after a period of five 
years. However, different Commissions 
including appellate tribunal (APTEL) 
while adjudicating different disputes 
had opined that this clause cannot over-
ride Section 62 of the Act. They were of 
the view that Section 62 is the mother 
Section and Section 63 is an exception 

and moreover a policy cannot negate 
provision of an Act. This amendment 
must have been introduced so that Gov-
ernment of India can achieve which it 
couldn’t by introduction of Clause 5.1 
of Tariff Policy. However, it has been 
rightly pointed out by the Forum of 
Regulators that power procurement 
option under Section 62 should also be 
available to Utilities and they have cit-
ed the reasons that “there has not been 
sufficient participation in competitive 
bidding cases in States. Also, there is no 
level playing field between plants based 
on imported coal and those based on 
domestic coal. As such, the power mar-
ket in India has not matured to a level 
where competitive procurement can be 
mandated. It was felt although compet-
itive bidding is internationally accepted 
as more efficient, considering the cur-
rent market situation in India, especially 
keeping in view the fuel shortage, both 
options of tariff determination - Sec-
tions 62 and 63 – should be continued 
for the present”.     It wouldn’t be out 
of place to mention here that fuel issues 
have forced Commissions to reopen the 
concluded PPAs finalized under com-
petitive bidding route and allow com-
pensatory Tariff viz. Petition No. 155/
MP/2012 of Adani Power Limited and 
Petition No. 159/MP/2012 of Coastal 
Gujarat Power Limited (Tata Power) in 
Central Electricity Regulatory Com-
mission. 

Section 42: Amendments affecting 
open access
Deletion of Section 42(3):  This 
sub-section had a special treatment 
of ‘local authority’ engaged in power 
distribution viz. BEST in Mumbai, 
NDMC in New Delhi to name a few. 
As per the said sub-section, provision 
of mandatory open access applicable 
to other distribution licensees was not 
applicable to such local authorities. 
Now with the proposed deletion of 
this sub-section, these local authorities 
engaged in the business of distribu-
tion of electricity will be treated at par 

with other distribution licensees as far 
as open access provision is concerned. 
This would be setback for BEST which 
under the plea of this sub-section is not 
allowing open access in its area of dis-
tribution and there are disputes being 
heard at the Supreme Court level.  

Other important  
amendments proposed 
Section 14: Intra-State trader shall be 
deemed to be a supply licensee for the 
area for which trading license has been 
granted to it and shall have the obliga-
tion to supply on demand to all con-
sumers who have been provided open 
access in the said area of supply.

Section 51 G: Introduction of 
Electricity Supply Code: State Com-
mission shall specify an Electricity 
Supply Code to provide for recov-
ery of electricity charges, intervals for 
billing of electricity charges, discon-
nection of supply of electricity for 
non-payment thereof, assessment for 
unauthorized use and theft of electric-
ity, restoration of supply of electricity 
and such other matters.

Section 92(6): Every proceed-
ing before the Appropriate Commis-
sion shall be decided expeditiously 
and with the endevour to dispose the 
proceedings within one hundred and 
twenty days and in in the event of de-
lay the Appropriate Commission shall 
record the reasons for delay beyond 
one hundred twenty days.

Section 121 (3): This subsection 
proposes review of Regulator Com-
missions by a committee constituted by 
APTEL. 

Disclaimer: The views expressed above 
are personal views of the author. Indiabulls 
Power Limited doesn’t subscribe to them.  
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POWER TRADING IN INDIA:  
AN OVERVIEW
At present, the business faces a lot of threats but if all the states 
mandate the open access policy, there will be huge participation 
of bulk consumers in the power market

Introduction to the power  
market in India
The Indian power sector is one of the 
most diversified sectors in the world. 
Today India is the fifth largest pro-
ducer and consumers of electricity in 
the world. Power in India, is generated 
from commercial sources like coal, lig-
nite, natural gas, oil, hydro and nuclear 
power, as well as non-conventional 
sources like wind solar, agriculture and 
domestic waste. Electricity produc-
tion in India stood at India 911.6 Terra 

watt hour (TWh) in fiscal year2013, 
a 4% growth over the previous fiscal. 
The demand for the electricity is the 
country has been growing at a rapid 
rate and expects to increase further in 
the years to come. The power sector 
is high on India’s priority as it offers 
tremendous potential for investing 
companies based on the sheer size of 
the market and the returns available 
on investment capital. The ministry of 
power has set a target of adding 76000 
MW of electricity in the 12th five year 
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plan (2012-2017) and 93000 MW in 
the 13th five year plan (2017-2022). 
The Ministry has suggested a massive 
addition to the installed generating ca-
pacity in order to meet increasing re-
quirement of electricity. The Industry 
attracted Foreign Direct Investment 
(FDI) worth Rs 37335.68 crore dur-
ing April 2000 to July 2013.

Evolution of the Indian  
power sector
The power sector in India has regis-
tered a significance growth since In-
dia’s Independence. The growth can be 
analysed under the following phases:

 Introductory phases (before 1956): 
The Indian’s power Industry before 
Independence was controlled firmly 
by the British. The legal and policy 
frame work was conducive to private 
ownership, with not much regula-
tion with regard to operational safe-
ty. When India got Independence in 
1947, the country had a power gen-
erating capacity of 1362 MW only. 
Hydro power and coal based thermal 
power have been the main sources of 
generating electricity. Generation and 
distribution was carried out primarily 
by private utility companies. Notable 
among them and still in existence is 
Calcutta Electric Power was available 
only in few urban centres. Rural areas 
and villages did not have power. In the 
line with the Industrial policy Resolu-
tion of 1948, the Electricity supply Act 
1948 was formed. The Act provided 
for the establishment of Central Elec-
tricity Authority (CEA) and of State 
Electricity Boards (SEBs) which were 
to become main agencies for supply-
ing power throughout India.
 Nationalisation phase (1956-1991): 
The Industrial Policy Resolution of 
1956 reserved the generation and 
distribution of electricity almost ex-
clusively for the state, letting, existing 
private licenses, how ever, to continue. 
This led to the gradual domination of 
electricity sector by the Government 

Enterprises. Amendment in 1976 ena-
bled generation companies to be set 
up by the central and state govern-
ments resulting in the establishment of 
National Thermal Power Corporation 
of India Ltd (NTPC.), National Hy-
dro Power Corporation Ltd. (NHPC), 
and North Eastern Electricity Power 
Corporation Ltd. (NEEPCO) etc. Un-
til 1980s, the electricity services were 
delivered by the state owned monop-
olies. In India until 1991, power sec-
tor in the states was managed by one 
large, vertically integrated entity that 
generated, transmitted and distributed 
power under the respective State Min-
istries of Power. However the absence 
of competition led to poor quality 
of services, sub optimal utilization of 
resources and little considerations for 
consumer interest.
 Liberalisation phase (1991-2003): In-
dian power sector has witnessed signif-
icant change since early 1990s. Begin-
ning with allowing private investment 
in power generation in 1991, initiating 
regulatory reforms through Electricity 
Regulatory commissions Act, 1998. 
The act seeks to establish Central and 
State Electricity Regulatory Com-
missions and to rationalise the tariffs. 
The Electricity Laws (Amendment), 
Act 1998 was also passed with a view 
to make transmission as a separate ac-
tivity for inviting grater participation 
in investment from public and private 
sectors. The act provides for creation of 
Central and State Transmission Utili-
ties. The function of Central Transmis-
sion Utility (CTU) shall be to under-
take transmission of energy through 
inter-state transmission system. The 
function of the State Transmission 
Utility (STU) shall be to undertake 
transmission of energy through intra-
state transmission system.
 Growth phase (2003 onwards): 
The Electricity Act 2003, has created 
a consolidated policy framework for 
generation, transmission, distribution, 
trading and consumption of electricity, 
based on market based mechanism. It 

encourages more competition in this 
sector by unbundling SEBs into gen-
eration, transmission and distribution 
utilities. Thermal generation and Cap-
tive generation were delicensed. Non 
discriminatory open access in trans-
mission was granted to all generators 
to ensure fairness. Mandatory meeting, 
stringent punishment of electricity 
theft and multi-year tariff wear intro-
duced to curb financial losses of SEBs. 
The act included a purchase obliga-
tion of renewable based electricity. The 
act also mandated the preparation of 
two keys policies. National Electricity 
Policy 2005 provided detailed initia-
tives and programmes to carry out the 
mandates of the Electricity Act, 2003 
and National Tariff Policy 2006 aimed 
to strengthen the financial viability of 
the sector and to attract investments. 
The Ministry of Power in association 
with the Central Electricity Author-
ity and Power Financial Corporation 
Ltd. has launched on initiative for the 
development of coal based Ultra Mega 
Power Projects (UMPPs) in 2005-06 
to remove power deficits and provide 
‘power for all’ by the end of 11th five 
year plan (2007-12).

Concept of power trading 
Power trading inherently means a 
transaction where price of power is 
negotiable and option exists about 
whom to trade with and for what 
quantum. It is an effective toot to strike 
the balance between the availability 
and the distribution of power in var-
ious parts of the country or between 
various countries. Surplus power in 
one region may be made available to 
deficient region through trading that 
ensures optimizing efficiency of the 
power sector. Power is regarded as a 
commodity capable of being brought, 
sold and traded. As per Sec-2(71) 
of the Electricity Act, 2003, “power 
trading means purchase of electricity 
for resale thereof”. Power trading has 
been recognized as a distinct licensed 
activity as per Sec-12 and Sec-14 of 
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the Act and has been added as a core 
function in the Indian Power sector 
from the very date of promulgation of 
the Electricity Act 2013.The concept 
of power trading is introduced in In-
dia under the approved guidelines of 
Central Electricity Regulator Com-
mission (CERC). CERC has notified 
procedures, terms and conditions for 
the grant of Trading License and other 
related matters. In India, Power trading 
is essential for meeting peak demand 
and overall resource optimization.  In 
India, Power Trading is in evolving 
stage and the volumes of exchange 
are not huge. All ultimate consumers 
of electricity are largely served by their 
respective State Electricity Boards or 
their successor entities.

Legislations related to  
power trading
 Electricity Act, 2003: The Electric-
ity Act 2003, has created a consolidat-
ed policy framework for generation, 
transmission, distribution, trading and 
consumption of electricity, based on 
market based mechanism. It encour-
ages more competition in this sector 
by unbundling SEBs into generation, 
transmission and distribution utili-
ties. Thermal generation and Captive 
generation were delicensed. Power 
trading has been recognized as a dis-
tinct licensed activity by the Act. The 
Act aimed at the development of a 
multi-buyer multi-seller market in 
power. 
 National Electricity Policy, 2005: 
The Government has notified the 
National Electricity Policy on 12th 
February 2005, which provides di-
rection to the evolution of the power 
sector within the ambit of the Elec-
tricity Act 2003. The policy objec-
tives include demand to be fully met 
by 2012 and per capita availability 
of electricity to be increased to over 
1000 units by 2012. Various other is-
sues listed in the policy like rural elec-
trification, generation, energy conser-
vation, environmental issues, etc.

 Open Access Regulations, 2004 & 
2008 :Open access in inter-State trans-
mission was first introduced by the 
Commission in the  year 2004 with a 
view to facilitating bilateral transaction 
as a first step in the direction of  devel-
oping electricity market – a mandate 
given to it by the Electricity Act, 2003. 
The Open Access Regulations for In-
ter-State transmission, 2008 have been 
conceived after taking into account 
the evolution of the electricity market 
during the last four years. It has created 
a framework, which would not only 
facilitate traditional bilateral transac-
tion (negotiated directly or through 
electricity traders), but also cater to 
collective transactions discovered in a 
power exchange through competitive 
bidding by sellers and buyers.  
 National Action Plan on Climate 
Change, 2008: The National Action 
Plan on Climate change  formally 
launched on June 30th, 2008 aimed 
to promote of Renewable energy 
market through Renewable Energy 
Certificates(RECs) and energy effi-
ciency market through Energy Saving 
Certificates (EScerts) 
 Power Market Regulations, 2010: 
The Central Electricity Regulatory 
Commission (CERC) has issued Pow-
er Market Regulations, 2010 govern-
ing various contracts related to trading 
in electricity, including inter-state sales. 
The Power Market Regulations, 2010, 
issued under the provisions of the 
Electricity Act, aims at taking measures 
conducive to development of electric-
ity industry, promoting competition 
therein, and protecting interest of con-
sumers and enhancing supply of elec-
tricity.

Development of power 
exchanges in India
Power exchange is a common plat-
form where buyers and seller of elec-
tricity come together for trade. The 
CERC issued for setting up and oper-
ation of power exchange to promote 
the deregulated trade in electricity. 

CERC has permitted trading of elec-
tricity through power exchange w.e.f. 
June 2008. Currently two exchanges 
IEX and PXIL are in operation in 
India which facilitates an automated 
online platform physical Day Ahead 
Contracts.  The first company to take 
up this challenge was ‘Indian Pow-
er Exchange Ltd’ which is presently 
known as Indian Energy Exchange. It 
was set up the Financial Technology, 
the promoter of Multi Commodi-
ty Exchange (MCX}. IEX started its 
operations in June 2008 becoming the 
Indian’s first ever power exchange to 
trade electricity. Power exchange In-
dia Ltd (PXIL) is the Indian’s second 
power exchange offering trading plat-
form for electricity set up in Septem-
ber, 2008. It is promoted by the ex-
change like National Stock Exchange 
(NSE) and National Commodity & 
Derivatives Exchange (NCDEX). The 
objectives of Power exchange in India 
are listed below.

 To promote the development of 
power market and power trading in 
India.
 To create marketplaces for efficient 
use of the energy resources.
 To operate state-of-the-art energy 
marketplace that is transparent, com-
petitive and reliable, for the ultimate 
benefit of all the stakeholders.
 To aid stakeholders to make better 
informed business and investment de-
cisions.
 To improve the efficiency of the 
power markets.
 To constantly demonstrate core val-
ues – Integrity, Excellence, Commit-
ment and Continued Innovation for 
the development of power market.

Modes of power trading in India
Open Access allows consumers to pur-
chase electricity directly from power 
generators or exchanges. This increases 
the competition in the market and ul-
timately benefits the consumers. Pow-
er trading bridges the gap between 
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deficit energy and surplus energy. This 
not only reduces staggering but also 
improves power distribution scenario. 
There are various modes of power 
trading available in India. These are as 
follows.
 Depending upon the Duration 
of Transactions: Trading modes are 
divided into three categories depend-
ing upon the duration of contract.
1. Short Term: contracts exceeding 1 
month but less than 6 months.
2. Medium Term: Contracts exceed-

ing 3 months but less than 3 years.
3. Long Term: Contracts exceeding 
12 years but less than 25 years.
 Depending upon the energy 
trading platform Trading modes are 
divided into two categories depending 
upon the energy trading platform.
1. Collective (Through Exchang-
es): Power can be purchased directly 
form two energy exchange in India 
through trading members of the ex-
change. This also permits collective 
buying and selling through the process 

of bidding.
2. Bilateral contracts /Over-the-
Counter (OTC): Electricity can 
be directly purchased form specified 
power generators by a specified buy-
er. The specific point of injection and 
point of draw can be fixed mutually. 
Varying quantum of power can be 
taken for any time period during a 
month. To facilitate this CERC is-
sued Licenses to power traders to 
ensure smooth operation of these 
contracts.

Following is the list of inter-state power trading licensees as on 30th August, 2013.

SL. NO. Name of licensees SL.NO. Name of licensees

1 Tata Power Trading Company Ltd. 34 Ambitious Power Trading Company Limited 

2 Adani Enterprises Ltd. 35 RPG Power Trading. Co. Ltd.

3 PTC India Limited 36 Basis Point Commodities Pvt. Ltd.

4 Reliance Energy Trading Ltd. 37 GMR Energy Trading Limited

5 Vinergy International Private Limited 38 Jain Energy Ltd.

6 NTPC Vidyut Vyapar Nigam Ltd 39 Righill Electrics Limited

7 National Energy Trading and Services Ltd 40 Shyam Indus Power Solutions Pvt. Ltd

8 MMTC Limited 41 Global Energy Private Limited

9 DLF Power Limited 42 Knowledge Infrastructure Systems Pvt. Ltd.

10 Jindal Steel & Power Limited 43 Mittal Processors Private Limited

11 Sarda Energy & Minerals Ltd. 44 Godawari Power and Ispat Limited

12 GMR Energy Limited 45 Shree Cement Limited

13 Karam Chand Thapar & Bros. (Coal Sales) Limited 46 PCM Power Trading Corporation Ltd.,Kolkata

14 Subhash Kabini Power Corporation Ltd. 47 Abellon Clean Energy Limited, Ahmadabad 

15 Special Blasts Ltd. 48 Jay Polychem (India) Limited, New Delhi 

16 Maheshwary Ispat Limited 49 Jaiprakash Associates Limited, Noida.

17 Instinct Infra & Power Ltd. 50 My Home Power Private Limited, Hyderabad 

18 Essar Electric Power Development Corporation Limited 51 Customized Energy Solution India  Private Limited, Pune

19 Suryachakra Power Corporation Ltd. 52 BS TransComm Ltd., Hyderabad

20 JSW Power Trading Company Limited 53 Chromatic India Limited, Mumbai

21 BGR Energy Systems Limited 54 Kandla Energy and Chemical Limited, Ahmadabad 

22 Malaxmi Energy Trading Private Limited 55 Marquis Energy Exchange Limited

23 Visa Power Limited 56 DLF Energy Private Limited, Gurgaon

24 Pune Power Development Private Limited 57 SN Power Markets Pvt. Ltd., Noida

25 Patni Projects Pvt. Limited 58 Manikaran Power Limited, Kolkata

26 Ispat Energy Limited 59 Greta Power Trading Limited

List of Inter-State Power Trading licensees in India
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Products offered by power 
exchanges
1. Day-Ahead Market: The Day-
Ahead-Market (DAM) is the electric-
ity trading market for delivery on the 
following day. The prices and quantum 
of electricity to be transacted is deter-
mined through a double-sided closed 
auction bidding process. The opera-
tions are carried out in accordance 
with the ‘Procedure for scheduling of 
collective transactions’ (PGCIL), issued 
by the Central Transmission Utility, 
CERC (Open Access in Inter-State 
Transmission) Regulations, 2008, 
amended from time to time and the 
Bye-Laws, Rules and Business Rules 
of the Exchange. Following are the 
main features of DAM:
	15 minute time block wise bidding 
for next day 
	Trading is on all days irrespective of 
holidays.
	Order entry / revision /cancella-
tion can be done on D-1 (a day before 
delivery) from 10:00 hrs to 12:00 hrs 
related to Delivery Day (D day)
	Clearance obtained from State Load 
Despatch Center (SLDC) by buy-
ers and sellers based on availability of 
network and Availability Based Tariff 
(ABT) meters.
	Congestion Management through 
market splitting and determining Area 
Clearing Price (ACP) specific to an 
area
	Risk management through the req-
uisite Margin, including any additional 
Margin as specified for the respective 

trading segment or the type of con-
tracts

2. Term-Ahead Market: Term-
Ahead market (TAM) includes prod-
ucts allowing participants to transact 
for delivery of electricity for duration 
up to 1 week. It enables participants 
to purchase electricity for same day 
through intra-day contracts, for next 
day through day-ahead contingency, 
on daily basis for rolling seven days and 
on weekly basis to manage their elec-
tricity portfolios for different durations 
in a better way. TAM segment is op-
erated on all days except the specified 
holidays. The operations are carried out 
in accordance with the ‘Procedures for 
scheduling of Bilateral Transactions’ is-
sued by the Central Transmission Util-
ity (PGCIL), ‘CERC (Open Access in 
inter-State Transmission) Regulations, 
2008, as amended from time to time 
and the Bye-Laws, Rules and Business 
Rules of the Exchange. Following are 
the main features of TAM:
	 Trading of Region specific con-
tracts
	 Firm Delivery - the contracts under 
Term Ahead Market can be used to 
ensure delivery of electricity for a few 
days in advance.
	 Risk Management by collection of 
margins as specified in the Bye-Laws, 
Rules and Business Rules of the Ex-
change.

3. Renewable Energy Certificate 
(REC): RECs are tradable, intangible 

energy commodities which represent 
the attributes of electricity generated 
from renewable resources. Central 
Electricity Regulatory Commission 
introduced REC mechanism to ease 
the purchase of renewable energy by 
the state utilities and obligated enti-
ties, including the states which are not 
well endowed with RE sources. REC 
framework seeks to create a national 
level market for renewable generators 
to recover their cost. One REC (Re-
newable Energy Certificate) represents 
1 MWh of energy generated from 
renewable sources. Under the REC 
mechanism; a generator can generate 
electricity through the renewable re-
sources in any part of the country. For 
the electricity part, the generator re-
ceives the cost equivalent to that from 
any conventional source while the en-
vironment attribute is sold through the 
exchanges at the market determined 
price. The obligated entity from any 
part of the country can purchase these 
RECs to meet its RPO compliance.

4. Energy Saving Certificates 
(ESCerts): National Mission on En-
hanced Energy Efficiency (NMEEE) 
– a mission under National Action 
Plan on Climate Change (NAPCC), 
envisages 714 energy intensive indus-
tries to reduce their Specific Energy 
Consumption(SEC) in a given time 
frame of three years under Perform, 
Achieve & Trade (PAT) scheme. Un-
der this mechanism, identified energy 
intensive industries are considered as 

Following is the list of inter-state power trading licensees as on 30th August, 2013.

SL. NO. Name of licensees SL.NO. Name of licensees

27 Greenko Energies Private Limited 60 Arunachal Pradesh Power Corporation Pvt. Ltd., Itanagar

28 Vandana Global Limited 61 Green Fields Power Services Private Limited, Visakhapatnam

29 Vandana Vidhyut Limited 62 HMM INFRA LIMITED, Chandigarh

30 Indrajit Power Technology Pvt. Ltd 63 Newfields Advertising Private Limited, New Delhi

31 Adhunik Alloys & Power Ltd 64 Vedprakash Power Private Limited, Mumbai

32 Indiabulls Power Trading Limited 65 Greta Power Trading Limited

33 Indiabulls Power generation Limited
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‘designated consumers’ (DCs) who 
will have an obligation to reduce SEC 
from a given benchmark level set up 
by the Bureau of Energy Efficiency 
(BEE). DCs reducing SEC more than 
their obligation would be awarded 
Energy Saving Certificates (ESCerts) 
which would be traded in open mar-
ket. Similarly, DCs not meeting SEC 
reduction targets may buy ESCerts to 
avoid penalty.

Power Trading Mechanism: Fol-
lowing steps are followed at the ex-
change to ensure smooth trading ex-
perience for the buyer or seller.
 Margining: For Day Ahead Market 
(DAM) Buyer has to deposit margin 
equal to the total bid he/she intends 
to put in the DAM and there is no 
margin requirement for a seller in 
DAM
 Bidding: A registered buyer/seller 
has to enter their Bids/Order into the 
electronic platform provided by the 
Exchange. There are various kinds of 
Orders available to the buyer/seller 
whom they can choose according to 
their needs and preferences.
 Price discovery: Exchange discov-
ers Price through its Matching En-
gine based on the various bids put 
by different buyers and sellers. The 
Matching Engine and Matching 
Methodology used by the Exchange 
differ from Product to Product. 
The Matching Methodologies of all 
Products is validated and approved 
by CERC, so that the Price discov-
ery happens in a fair, transparent and 
efficient manner. Scheduling: Based 
on the Prices discovered for various 
time slots or various Products, Ex-
change provides schedules that pro-
vides client-wise and time slot-wise 
information related Price, Quantity 
and Region.
 Settlement: After the scheduling is 
over, the Exchange initiates the settle-
ment process wherein the pay-in col-
lected from various buyers need to be 
transferred to the sellers. Also, any re-

sidual Margins left are transferred back 
to the buyers whose bids were not suc-
cessful.
 Delivery: Seller starts injecting pow-
er into the required node of the grid 
on the basis of cleared quantum and 
symmetrically the buyer starts drawing 
power from the connected node.

Some important matters related 
to power trading
A) Eligibility for trading
Intended buyers & sellers shall have 
to go through an entity who has been 
admitted by Power Exchange as a reg-
istered member, by becoming their 
client.

B) Preliminary requirements for 
starting of  trading
 Grid Connectivity either at 11 Kilo-
volt (KV), 33 KV, 66 KV, 132KV, 220 
KV or 400 KV level.
 Installation of special Energy meter 
& other auxiliary equipments as di-
rected by SLDC, which records flow 
of energy, demand, Voltage & Average 
frequency at fifteen minute intervals.
 No Objection Certificate (NOC) 
from respective SLDC in prescribed 
format
 Depositing annual subscription of 
Rs. One Lac per financial year to ex-
change against which exchange will 
provide a unique identification num-
ber which enables an applicant to start 
trading.
 Depositing the margin money to 
Power Exchange which equals to the 
Last seven days average trading obliga-
tion (Applicable for Buyers only)

C) Contract size
 Minimum Volume = 1MWh
 Minimum Size = 15 Minutes
 Minimum Bid Price: Tick Size 
= Re. 1/MWh
 Minimum Volume: Tick Size 
= 0.1MW

D) Power flow
The power will flow through the ex-

isting STU/CTU network depending 
on the location of the entity’s injec-
tion/drawl point. The National Load 
Dispatch Centre (NLDC), Region-
al Load Dispatch Centre (RLDC) & 
State Load Dispatch centre (SLDC) 
controls and regulates the power flow.

E) Power delivery 
The Exchange prepares the schedule 
based on the Available Transfer Capa-
bility (ATC), Market Clearing Price 
(MCP) & Market Clearing Volume 
(MCV). The Final Schedule is given 
by the Power Exchange to the NLDC. 
The NLDC sends the Schedule to 
respective RLDC’s who incorporates 
the schedule in their schedule and 
send the same to respective SLDC’s. 
SLDC delivers the schedule to con-
cerned buyers or sellers. Once the 
schedule is delivered, it is deemed that 
power has been delivered. The actual 
injection/ drawl are recorded by the 
special energy meter installed at the 
point of injection / drawl. The meter 
reading is collected through telemeter 
or by joint inspection.

F) Market Clearing Price (MCP) 
and Market Clearing Volume 
(MCV)
Prices and volumes are governed by 
the principal of Demand Vs Supply 
at exchange platform. MCP is the 
price of hourly electricity contracts 
established on exchange arrived at af-
ter considering all valid purchase and 
sale bids on unconstrained transmis-
sion network. MCV is the quantum 
of hourly electricity contracts estab-
lished on exchange arrived at after 
considering all valid purchase and 
sale bids on unconstrained transmis-
sion network.

G) Financial Settlement of Trade
Financial settlement is done by elec-
tronic transfer of funds between the 
clearing members & the Exchange. 
The proceeds from sale of power are 
transferred to members settlement 
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account by 2 P.M of the day follow-
ing the day of delivery by the ex-
change. The fund transfer to clients 
account is either through electronic 
money transfer system or by issuing 
cheque as preferred by the client. 
The buyers have to pay the amount 
of power purchased at MCP by 
14.30 Hours on the day of bidding.

H) Trading Hour
Trading session is 10am to 12 noon i.e. 
the clients bid will be accepted on the 
system during this period. After this it is 
the exchange responsibility to take care 
of the rest of the formalities. Members 

will inform the buyers about the sta-
tus of their bid by 12.30 P.M. If the 
buyers bid are provisionally accepted 
at Exchange platform, they should de-
posit the money to members account 
by 14:30 hours or else their bid will 
be rejected. If client is a seller then the 
member will inform the seller about 
the Final MCP/MCV at 4.00 PM

I) Adjustment of loses 
In day ahead marked, both buyers & 
sellers are to adjust the losses up to 
their regional periphery. RLDC will 
adjust the CTU & STU loses at the 
time of scheduling.

J) Settlement of Deviation  
from Schedule 
Electricity is very dynamic in nature. 
Any deviation from the schedule is 
either payable/receivable by the client 
and is settled by the RLDC/SLDC un-
der the UI mechanism. UI calculation 
is compiled by RLDC and certified by 
Regional Power Committee (RPC).

K) Unscheduled Interchange (UI) 
Charges
UI charges are frequency depend-
ent penalty charges paid by open ac-
cess consumers for non adherence to 

Time Details

9.00 AM. Collection of ATC from NLDC/RLDC & display the information on Exchange
website and also to be used as an internal input (master) for scheduling

10.00 AM to 12.00 PM Bid - Call session

11.00 AM. Funds pay out pertaining to day before previous days transaction for sellers

12.00 PM to 12.30 PM Exchange to determine MCP & match the orders.

12.30 PM Provisional MCP & MCV

12.30 PM to 1.00 PM Communication to bank to Confirm & block the funds pay in from buyer
Member’s settlement account.

1.30 PM Communication to NLDC/RLDC for transmission capacity. Exchange will receive confirmation from bank for 
availability & blocking of  Clear balance along with a note on shortages.

2.30 PM In case if the member brings in funds in his settlement account afterwards
(members who were reported as short), the bank will confirm it to the
Exchange.

3.30 PM NLDC/RLDC will confirm the transmission capacity

4.00 PM Exchange will generate FINAL MCP & MCV

4.00 PM to 4.30 PM Dispute period

4.30 PM File sent to banks for actual debits

4.45 PM Confirmation file received from bank

5.00 PM 5.00 PM NLDC/RLDC will confirm the final ATC & confirm the schedule 
if any

L) Timeline for scheduling and settlement
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schedule.

M) Margin Requirement
The exchange collects requisite mar-
gins (listed below) before trading and 
the delivery to ensure payment secu-
rity 
 In the day-ahead market a Mem-
ber or the Client is allowed to transact 
only when the margin deposited by 
the Member or the Client is at least 
or equivalent to the average value of 
transactions done by it for last seven (7) 
days; or the initial margins prescribed 
by the Exchange for any Member or 
the Client.
 In the Term Ahead Market the 
Member or Client will have to make 
available the following types of mar-
gins to the Exchange from time to 
time as described below: 
1. Initial Margin (Operational 
Limit): Initial Margins are computed 
on the total order value. This initial 
margin is blocked automatically from 
the total available deposits. The trading 
system will automatically reject orders 
in case the initial margin exceeds the 
balance deposits available. 
2. Basis Margin: Additional Mar-
gin is computed as a percentage of 
the traded value as per the risk curve 
defined and are collected in different 
trenches as per the contract specifica-
tions. 
3. Variation Margin: The Exchange 
on a predecided day also computes the 
Variation Margin of Members based 
on their trades (open position). 
4. Extreme Loss: The Exchange may 
collect any ad hoc margins from time 

to time in case if it feels that the availa-
ble margins collected by the exchange 
are inadequate due to variation in the 
prices in the Market. 

All the above mentioned margins can 
be deposited in form Cash, Bank-
guarantee (BG), Fixed-deposit (FD) 
and Letter of Credit (LC).  

 In the REC Market, Member is al-
lowed to place a purchase order against 
cash amount made available, equivalent 
to 100% of the order value. After re-
ceiving confirmation about availability 
of RECs in the depository account of 
Eligible Entity from the nodal agency 
(NLDC), the exchange proceeds to 
process the final bid matching solu-
tion. The bids of the Sellers for whom 
the balance in the depository account 
with the central agency is reported 
short, is not considered.

Power Trading Performance in 
terms of volume and price
1) Total Volume of Short-term 

Transactions of Electricity with 
respect to Total Electricity 
Generation
Total volume of short-term trans-
actions of electricity increased from 
65.90 billion kWh (BU) in 2009-10 
to 98.94 BU in 2012-13. The annu-
al growth in volume was 24% from 
2009-10 to 2010-11, 16% from 2010-
11 to 2011-12 and 5% from 2011-12 
to 2012-13. Total volume of short term 
transactions of electricity as percentage 
of total electricity generation has in-
creased from 9% in 2009-10 to 11% in 
2012-13 (see Table 1 and Figure 1).

2. Volume of Electricity 
Transacted through Trading 
Licensees and Power Exchanges
The volume of electricity transacted 
through inter-state trading licensees 
and power exchanges increased from 
24.69 BU in 2008-09 to 59.66 BU 
in 2012-13. The share of electrici-
ty transacted through trading licen-
sees and power exchanges (in vol-
ume terms) as a percentage of total 

Table1

Year Total Electricity
Generation (BU)

Total Electricity
Generation (BU)

Total volume of Short-term Transactions of 
Electricity as % of Total Electricity
Generation

2009-10 65.90 764.03 9%

2010-11 81.56 809.45 10%

2011-12 94.51 874.17 11%

2012-13 98.94 907.49 11%

Figure 1 Total Volume of short-term transactions of electricity with respect 
to total electricity generation
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short-term transactions of electrici-
ty has shown a moderate rise (from 
51.45% in 2009-10 to 60.30% in 
2012-13). The growth in volume for 
this segment during the year 2012-
13 as compared to 2011-12 was 8.28 
BU in absolute terms and about 16 
in percentage terms. Majority of this 
growth has come from the power 
exchange segment (8.00 BU). Look-
ing at the individual sub-segment 
growth between the years 2011-12 
and 2012-13, it is observed that the 
growth was 51% in power exchange 
segment whereas the growth was 
0.78% in bilateral trader segment.

3. Price of electricity transacted 
through traders and power 
exchanges
The price of electricity transacted 
through trading licensees and Power 

Exchanges is shown in Table-3 and 
Figure-3. The weighted average price 
of electricity transacted through trad-
ing licensees and power exchanges 
declined from 7.29/kWh and 7.49/
kWh respectively in 2008-09 to 4.33/
kWh and 3.67/kWh respectively in 

2012-13.

Present position and  
future prospects of  
power trading in India
In India, most of power traders are in-
volved in the short-term power mar-

Table2

Year Electricity
Transacted
through
trading
Licensees
(BU)

Electricity
Transacted through
IEX (BU)

Electricity
Transacted through
PXIL (BU)

Electricity
Transacted
through
IEX and
PXIL
(BU)

Total
(BU)

DAM TAM DAM TAM

2008-09 21.92 2.62 0.15 2.77 24.69

2009-10 26.72 6.17 0.095 0.92 0.003 7.19 33.91

2010-11 27.70 11.80 0.91 1.74 1.07 15.52 43.22

2011-12 35.84 13.79 0.62 1.03 0.11 15.54 51.38

2012-13 36.12 22.35 0.48 0.68 0.04 23.54 59.66

Note1: The volume of electricity transacted through trading licensees in 2008-09 (April to July 2008) includes cross border trading and intra-state 
trading volume.

Source: CERC

Figure2: Total Volume of Electricity through Traders and Power Exchanges
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Table3

Year Price of Electricity transacted through Trading 
Licensees (`/kWh)

P rice of Electricity transacted through Power Exchanges 
(DAM+TAM) (`/kWh)

2008-09 7.29 7.49

2009-10 5.26 4.96

2010-11 4.79 3.47

2011-12 4.18 3.57

2012-13 4.33 3.67
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ket, which is done in bilateral and also 
through power exchanges. Right from 
its inception, the growth of the power 
trading business has been healthy. The 
main reason behind the development 
in trading is due to the power deficit 
in this country. Due to the increase in 
the demand of power, the buyers are 
very interested in getting their pow-
er through short-term power market. 
Power trading, in general, is a risky task 
because the commodity (electricity) is 
quite different from other commodities 
due to the fact that it is non-storable, it 
depends on the supply-demand balance 
and it also faces a lot of transmission 
constraints. In India, of the 65 licensed 
traders, only 20 are actively participat-
ing out of which the top 5 trading li-
censee in the market, occupy around 
70% of the market. These include PTC 
India Ltd, NTPC Vidyut Vyapar Nigam 
Ltd, Tata Power Trading Company (P) 
Ltd, JSW Power Trading Company Ltd 
and National Energy Trading & Servic-
es Ltd. Trading margins have also been 
on the decline since average price of 
power traded through the traders have 
dropped 40% from nearly Rs.7 per unit 
in 2008 to nearly Rs.4 per unit current-
ly, at a time when cost of purchase has 
been on the rise. Also, if the demand 
closes to supply, the consumers in India 
might be going for PPAs (Power Pur-
chase Agreements) rather than taking 
risks of going into short term power 
market. Presently this business faces a lot 
of threats but the opportunities are just 

around the corner. The Electricity Act, 
2003 dictates open access for all bulk 
consumers (usage of more than 1MW) 
in India, from January 2009. Only few 
states like Andhra Pradesh, Gujarat, 
Haryana, Punjab, Rajasthan, and Tamil-
nadu incorporated the open access pol-
icy for bulk consumers. However, Uttar 
Pradesh, Maharashtra, Madhya Pradesh 
and Karnataka, which are major power 
consuming states, have some restric-
tions. If all the states mandate the open 
access policy, there will be huge partici-
pation of bulk consumers in the power 
market. In addition, the synchronization 
of NEW (Northern-Eastern-Western) 
grid and SR (Southern Regional) grid 
is expected to be complete in early 
2014. This will definitely bring active 

participation of buyers and sellers of 
Southern India in the short term power 
market. Also, the Power Ministry is like-
ly to bring carriage and content opera-
tions as separate entities. At present, dis-
tribution companies manage network 
as well as supply electricity to residential 
and commercial consumers. Above all, 
the future of power trading business lies 
in the hands of both sellers and buyers 
as they have to trust in the market and 
believe that they will sell/buy power at 
reasonable price.
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Rank Country Electricity-production 
(billion kwh) Rank Country Electricity-production 

(billion kwh)
1 China 4,604.0 51 Portugal 46.53
2 United States 3,953.0 52 Singapore 45.37
3 Japan 937.6 53 New Zealand 42.0
4 Russia 925.9 54 Hong Kong 41.22
5 India 835.3 55 Algeria 40.11
6 Canada 604.4 56 Denmark 38.79
7 Germany 556.4 57 Syria 38.71
8 France 510.0 58 Peru 38.7
9 Brazil 509.2 59 Hungary 37.37
10 Korea, South 459.5 60 Serbia 36.06
11 United Kingdom 346.0 61 Bulgaria 34.31
12 Italy 290.7 62 Belarus 32.95
13 Spain 275.1 63 Slovakia 27.7
14 Mexico 239.1 64 Libya 26.95
15 South Africa 238.3 65 Ireland 26.35
16 Australia 232.0 66 Bangladesh 25.62
17 Taiwan 229.1 67 Azerbaijan 22.55
18 Iran 212.8 68 Korea, North 22.52
19 Saudi Arabia 194.4 69 Puerto Rico 20.92
20 Turkey 185.2 70 Nigeria 20.13
21 Ukraine 172.9 71 Morocco 19.49
22 Poland 141.8 72 Qatar 19.18
23 Indonesia 141.2 73 Oman 17.63
24 Thailand 139.0 74 Cuba 16.99
25 Norway 129.9 75 Ecuador 16.88
26 Sweden 129.4 76 Iceland 16.48
27 Egypt 123.9 77 Tajikistan 16.1
28 Venezuela 123.1 78 Turkmenistan 15.5
29 Malaysia 118.2 79 Mozambique 14.98
30 Argentina 115.4 80 Kyrgyzstan 14.9
31 Vietnam 106.0 81 Croatia 14.67
32 Netherlands 105.7 82 Bosnia & Herzegovina 14.58
33 Pakistan 93.35 83 Dominican Republic 14.58
34 Kazakhstan 86.2 84 Tunisia 14.4
35 Belgium 84.2 85 Jordan 13.01
36 United Arab Emirates 80.94 86 Slovenia 13.0
37 Czech Republic 79.47 87 Estonia 12.96
38 Finland 67.94 88 Lithuania 12.27
39 Switzerland 64.08 89 Bahrain 11.22
40 Austria 62.98 90 Sri Lanka 10.71
41 Romania 60.98 91 Lebanon 10.41
42 Chile 60.28 92 Georgia 10.1
43 Philippines 59.19 93 Zambia 9.6
44 Paraguay 54.91 94 Uruguay 9.5
45 Israel 53.04 95 Costa Rica 9.29
46 Greece 51.5 96 Ghana 8.17
47 Colombia 51.01 97 Guatemala 8.15
48 Kuwait 49.82 98 Zimbabwe 7.72
49 Iraq 48.96 99 Congo, Democratic Republic 7.45
50 Uzbekistan 47.42 100 Armenia 7.43

Source: CIA World Factbook 

Top 100 Electricity Producing Countries
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Chairman and MD, UCO Bank
Arun Kaul, an MBA from Punjab University, joined the Indian Public Sector Banks (PSBs) as a 
probationary officer. He achieved remarkable feats in the banking sector, travelling through SBI and 
then PNB as CGM (Treasury, International Banking and Credit). He was then the Executive Director 
of Central Bank of India. His imaginative leadership of treasury management led to substantial 
improvement in bank’s trading and profit. He took over as Chairman and MD of UCO Bank on 1st 
September, 2010

ARUN KAUL

INTERVIEW

 What should be the concerns of the banks 
relating to NPA management during this 
present scenario of economic downturn in 
India? 

Prevention is always better than post-mortems. 
During an economic downturn, the focus should 
be on strict due diligence before selection of 
assets. One has to carefully analyse the outlooks 
of different sectors of the economy, which sectors 
are experiencing stressful conditions, which 
sectors remain comparatively unaffected. 

In case of corporate lending, banks have to be 
quite selective in underwriting, focusing only on 

'Prevention is 
always better 
than post-
mortems'
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highly rated corporate. 

Side by side, the Credit Monitoring department should diligently 
control and monitor the health of the loan assets and put out early 
warning signals wherever warranted. 

As far as assets which have already turned bad, the root causes 
have to be identified and genuine defaulters may be provided 
hand-holding support to tide over the crisis while for others, Banks 
should vigorously pursue various recovery channels including taking 
recourse to legal remedies proactively. 

In short, under the present situation prudent asset selection, 
monitoring of asset health and recovery of dues should be top 
priorities for banks. 

 Do you feel that ‘big ticket’ advances could be the major 
cause of burgeoning NPAs in banks, if yes what remedial 
measures would you suggest? 

Smart lenders are selective about projects they finance even 
in boom times. But if the economy is under stress, then there 
will always be pressure on large corporate credit. As a result, 
deteriorating asset quality – caused by persistent inflation, 
slackening demand, and slowing down of economic activity - is now 
a major concern for the country’s banks. 

In the case of UCO Bank, NPAs in the category of Rs.5 crore and 
above constitute 77% of the GNPA involving 172 accounts. Similarly, 
top 50 NPAs of the bank has contributed around 42% of total NPA 
portfolio.  

UCO Bank took several remedial measures to control NPAs. 
With a view to de-risk the business as also improve profitability, 
the bank embarked upon changing the mix of both its assets 
and liabilities. Bank’s business model shifted from bulk to retail 
banking. The improvement in bank’s profitability in the last couple 
of quarters is primarily because of the growth in low-cost CASA 
deposits and rebalancing of our asset portfolio. Three years back 
the share of CASA deposits (in total deposits) had declined to 
21%, but now it is around 35%. This has helped us in reducing the 
cost of funds. On the asset side, our loans were skewed heavily in 
favour of large corporates and the infrastructure sector. Since there 
was stress on these segments, Bank decided to move away from 
large corporate credit to retail, SME and agricultural advances. In 
the process, the share of large corporate credit and infrastructure 
finance reduced from above 70% of our loan portfolio to below 
50%. After rebalancing of portfolio Bank do not anticipate large 
slippages in the future. 

As on 30.09.2013 the GNPA %age decreased to 5.32% from 
5.42% as on 31.03.2013. 

 What is your view about credit to SME sector, how much of 
it could become NPA? Are there any guidelines from the 
government in this regard? 

A) Credit to SME Sector

Worldwide, the Micro & Small Enterprises (MSEs) have been 
accepted as the engine of economic growth and for promoting 
equitable development. In India too, the MSEs play a pivotal role 
in the overall industrial economy of the Country. Further, in recent 
years the MSE Sector has consistently registered higher growth rate 
compared to the overall industrial sector. 

B) Regarding NPA 

• Under SME Sector, NPA percentage of our Bank stood at 2.50% as 
on September, 2013 as against 3.20% a year ago. 

• Our Bank have been financing MSMEs which are covered by 
Credit Guarantee Fund Trust for Micro and Small Enterprises 
(CGTMSE). Hence we are very hopeful that percentage of NPA will 
further reduce to 2% or less within a short period. 

C) Guidelines from Govt. regarding financing MSME 

Govt. of India has enacted the Micro, Small & Medium Enterprises 
Development (MSMED) Act, 2006 which is in force from 2nd 
October, 2006 which is a turning point for the development of Indian 
Industry.  

Some of the salient points in the main guidelines are: 

•	 Banks are advised to achieve a minimum 20% YOY growth over 
the MSE advances. 

•	 40% of total advances to Small Enterprises should go to Micro 
(Manufacturing) Enterprises having investment in Plant and 
Machinery up to Rs.10.00 lakh and Micro (Service) Enterprises 
having investment in equipment up to Rs.4.00 lakh. 

•	 20% of total advances to Small Enterprises Sector should go to (a) 
Micro (Manufacturing) Enterprises having investments in Plant & 
Machinery between Rs.10.00 lakh to Rs.25.00 lakh, and (b) Micro 
(Service) Enterprises with investment in equipment between 
Rs.4.00 lakh and Rs.10.00 lakh. 

•	 Annual growth in the number of Micro Enterprises Accounts 
should be at least 10%. 

•	 Govt. has specified time limits for disposal of loan applications for 
different credit limits. 

•	 Recently, RBI has stipulated that incremental bank loans to 
Medium Service Enterprises extended after November 13, 2013 
up to the credit limit of Rs.10.00 crore, would quality as Priority 
Sector advances up to 31/03/2014, while for Micro and Small 
Service Enterprises similar incremental loans up to the credit limit 
of Rs.10.00 crore (as against the present ceiling of Rs.5.00 crore) 
shall be treated as Priority Sector advances up to 31/03/2014. 

Govt. guidelines have been implemented by our Bank in true spirit 
to increase our MSE Sector as well as Priority Sector. 

 How successful has the SARFAESI Act 2002 been in helping 
banks to manage NPA? 

With a view to speed up the process of recovery from NPAs, 
The Securitization and Reconstruction of Financial Assets and 

INTERVIEW
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Enforcement of Security Interest (SARFAESI) Act was enacted in 
2002 for regulation of securitization and reconstruction of financial 
assets and enforcement of security interest by secured creditors. 

The SARFAESI Act empowers Banks / Financial Institutions to 
recover their non-performing assets without the intervention of the 
Court. The Act provides three alternative methods for recovery of 
non-performing assets, namely: 

• Securitization 

• Asset Reconstruction 

• Enforcement of Security without intervention of the court 

Despite enactment of a long overdue act like the SARFAESI Act to 
facilitate recovery of banks’ money from defaulting borrowers, the 
ground level experience by the Banks/FIs tells a different story. Some 
major problems faced by the Banks/FIs are as follows:- 

1) Interference of Superior Courts in SARFAESI matters: 
Although there is clear provision and procedure laid down under 
SARFAESI Act to challenge recovery actions of secured creditors, 
the Hon’ble Superior Courts are entertaining the recovery matters 
covered under SARFAESI Act by invoking writ jurisdiction vested 
upon them and granting stay/status quo which causes lot of delay 
in effecting recovery of banks’ dues. This is despite the fact that 
ordinarily in SARFAESI matters, the borrower is not allowed to 
approach High Court invoking Article 226. In fact, the Hon’ble 
Supreme Court in the case of United Bank of India V/s Satyawati 
Tondon held that where an effective remedy was available to the 
aggrieved parties i.e. borrowers or guarantors, the High Court 
must insist that before availing the remedy under Article 226, the 
alternative remedies available to them under the relevant statute are 
exhausted. 

2) Delay in disposal by DRTs: Now a days it is observed that DRTs 
are overburdened with SARFAESI Applications and DRT suits, which 
cause inordinate delay in disposal of cases, adversely affecting 
banks’ recovery. 

3) Direction by the DMs./CMMs to the lenders: It has been the 
experience of banks that whenever application is made by them 
under Sec 14 of the SARFAESI Act for police assistance to take 
physical possession of the secured property, the DMs/CMMs pass 
order directing the borrower to make repayment of the bank’s dues 
by installments which is beyond the jurisdiction of the DMs/CMMs. 

4) Priority of Govt. Dues: Though the SARFAESI Act has got 
overriding effect over other legislations, the claim of government 
prevails and often the amount realized though sale is claimed by the 
Government authorities. Due to the amendment in the Sale Tax Act 
of various States and decisions of Higher Courts, Banks are bound to 
honour sales tax claims etc. 

5) Registering FIR against Bank personnel: Many a time, it 
is observed that influential borrowers/guarantors get criminal 
cases registered against the bank personnel thereby hindering the 
SARFAESI action of the Bank. 

 How is NPA presently affecting the profitability and 
efficiency of banks in India? 

Impact of NPA 

Profitability 
Because of the money getting blocked, the profitability of bank 
decreases in proportion to NPAs. NPAs also lead to opportunity cost 
because otherwise if deployed in other assets/ investments the 
money could have earned income for the bank. So NPA does not 
only affect current profit but also future stream of profit. Reduction in 
profitability in turn results in lower ROI (return on investment). 

Liquidity 
With bank’s money getting blocked, and decrease in generation 
of surplus, bank’s liquidity gets affected forcing the bank to 
resort to short-term high-cost borrowing. This translates to 
additional cost. 

Management Time 
Since NPAs have become a burning issue, a lot of time and efforts 
of the top management are devoted towards this i.e. tackling and 
controlling the situation rather than to pursuing newer business 
opportunities which would have given good returns. Besides, banks 
have to bear substantial expenditure for legal and other related 
charges – like employing specialised recovery agents - to effect 
recovery from NPAs. 

Reputation Loss 
NPAs affect the repayment capacity of banks. Markets punish those 
with above-normal NPA levels as analysts and investors keep a 
hawk-eye on banks’ asset health. High NPAs lead to loss of goodwill 
and affect brand image of the Bank. 

The gross NPA ratio of the banking sector increased to 4.2% as at 
end September, 2013 from 3.4% of March, 2013. As on September 
30, 2013, gross NPAs of banks stood at Rs 2,29,007 crore. The 

IN THESE CIRCUMSTANCES, 
THE ROLE OF FINANCE 
PROFESSIONALS CANNOT 
BE OVER-EMPHASIZED. THEY 
ARE THE BEST PERSONS 
TO PROPERLY GUIDE THE 
BORROWERS ON WHAT TO DO 
AND WHAT NOT TO DO
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restructured standard advances also increased to 6% of total 
advances as at end September 2013 from 5.8% of March, 2013. 
Banks have to provide more for restructured assets, as per the RBI’s 
revised guidelines. 

All these factors would exert downward pressure on margins and 
squeeze profits for 2013-14 by around 30 percent according to a 
study.

 Do Basel II and Basel III provide for sufficient provisions for 
management of NPA ? 

Banks are required to maintain adequate capital against various risks 
faced by them for carrying out banking business. Capital requirement 
inter alia depends on the quality of assets of the bank. Basel II & III 
guidelines provide for allocation of higher risk weight for determining 
capital requirement on Non Performing Assets (NPAs). The salient 
points are: 

•	 The unsecured portion of NPA (other than a qualifying residential 
mortgage loan), net of specific provisions, will be risk-weighted 
as follows: 

I. 150 percent risk weight when specific provisions are less than 20 
percent of the outstanding amount of the NPA; 

II. 100 percent risk weight when specific provisions are at least 20 
percent of the outstanding amount of the NPA; 

III. 50 percent risk weight when specific provisions are at least 50 
percent of the outstanding amount of the NPA. 

•	 Where NPAs are secured by ineligible collaterals viz land, 
building., plant and machinery and provision reach 15% of the 
outstanding, risk weight is 100%. 

•	 Claims secured by residential property, which are NPA will be risk 
weighted as under: 

I. At 100 percent net of specific provisions. 

II. If the specific provisions in such loans are at least 20 percent 
but less than 50 percent of the outstanding amount, the risk weight 
applicable to the loan net of specific provisions will be 75 percent. 

III. If the specific provisions are 50 percent or more the applicable 
risk weight will be 50 percent. 

The higher provisioning requirement for NPAs stipulated by Basel 
guidelines adversely affects the capital base of the bank which 
makes it all the more essential to ensure that assets do not turn bad. 

 In the present economic downturn, where borrowers are 
facing cash flow crunch and banks finding it difficult to 
provide for NPA accounts, how much do you feel the 
prudential guidelines are relevant to this scenario? Do you 
agree to the fact that stressing both the lenders and 
borrowers in an economic downturn scenario, as now, would 
simply impact the economy negatively and therefore the need 
of the hour is a situation based guideline that provide relief to 
genuine borrowers ? Do you feel that two sets of prudential 

guidelines be suitable for two different economic scenarios, 
one at the time of flourishing economy and one at the time of 
economic downturn ? 

In order to reflect a bank’s actual financial health in its balance 
sheet, the Reserve Bank has introduced prudential norms for income 
recognition, asset classification and provisioning for the advances 
portfolio of the banks. With a view to ensure that banks are not 
affected due to defaults, RBI has directed banks to make provisions 
or set aside money when an account turns bad. 

It is true that in the present economic scenario, many bank 
borrowers are facing cash flow problems resulting in their 
failure to fulfill the repayment obligations to their lenders. 
For this reason asset quality of the banks has deteriorated 
substantially over the last 2-3 years requiring banks to make 
provision in all such accounts as per RBI prudential norms. This 
rise in provisioning for stressed assets is severely affecting the 
profitability of the banks. 

Despite this, taking into account the time lag between an account 
becoming doubtful of recovery, its recognition as such, the 
realisation of the security and the erosion over time in the value 
of security charged to the bank, the banks should make provision 
against NPAs. This is also in line with the international standards and 
now, more than ever before, the prudential guidelines have become 
all the more relevant. Yes, during extra-ordinary situations, some 
special dispensations may be thought of - purely as a temporary 
measure - to help both bankers and genuine borrowers tide over the 
crisis. 

For example, some relaxations may be thought of with regard to the 
delinquency period for classifying a genuinely distressed account 
as NPA. This will provide some breathing time to both bankers as 
well as borrowers to chalk out and implement a viable revival plan. 
However, this has to be sector-specific. 

 In the present scenario what roles professionals like Cost & 
Management Accountants play to help banking sector to check 
this problem? Please suggest in what way CMAs can offer their 
expertise in these situations? 

In times of distress, the role of professionals like Cost & 
Management accountants is of paramount importance. They can 
render a yeomen’s service to the banking sector by guiding the 
distressed borrowers properly. In such times people tend to take 
knee-jerk action like restructuring, over leveraging instead of proper 
study / analysis of the causative factors and then undertaking 
the correct long term sustainable remedial measures. In these 
circumstances, the role of finance professionals cannot be over-
emphasized. They are the best persons to properly guide the 
borrowers on what to do and what not to do in a situation like the 
one obtaining today. 

There cannot be one-formula-fits-all kind of suggestion across the 
board for all types of borrowers. This is where the expertise of 
professionals like CMAs would be required to diagnose the maladies 
and offer practical solutions to the bankers and borrowers.

INTERVIEW
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Due to changes in economic policies 
during the last decades, Indian com-
panies have been facing more and 

more competition even in the home market. 
To become a successful player in the market-
place, one has to be quality-conscious and 
cost-effective. Cost is one of the key success 
factors and has to be managed efficiently. 
A firm that fails to reduce costs as rapidly as 
its competitors do, will find its profit margin 
squeezed and its existence threatened. It is no 
longer enough to say, “Reduce costs by 10 
percent across board.” Cost management has 
to become a discipline practised by virtually 
every person in the firm.  Accordingly, systems 
and procedures that create intense downward 
pressures on all elements of costs are required 
to be implemented to achieve ever-improving 
levels of performance. It is in this context that 
strategic cost management is very important. 
This paper deals with conceptual aspects of 
Strategic Cost Management (SCM) and makes 
a brief discussion on adoption of successful 
business strategies and explains how sustaina-
ble competitive advantage of the firm through 
various tools can be developed.. The role of 
emerging tools like Activity Based Costing, 
Life Cycle Costing, Target Costing and Quali-
ty Cost Management, in achieving SCM is also 
briefly touched upon. The last section gives 
concluding observations.  

What is Strategic Cost Management?
One of the major themes in strategic cost man-
agement concerns the focus of cost management 
efforts. The key question is: How does a firm 
organize its thinking about cost management? 
Strategic cost management is an approach to 
management accounting that explicitly highlights 
strategic issues and concerns. It sets cost analysis 
in a broader context in which cost information 
is used to develop superior strategies. A sophis-
ticated understanding of the firm’s cost structure 
can go a long way in the search for sustainable 
competitive advantage. This is what is referred to 
as strategic cost analysis [1]. Strategic cost man-
agement describes cost management that specifi-
cally focuses on strategic issues [2].  The overall 
recognition of the importance of cost relation-
ships among the activities (in the value chain) of 
the firm and the process of managing those cost 
relationships to the firm’s advantage, is called stra-
tegic cost management [3]. 

Understanding how cost management fa-
cilitates the development of a successful business 
strategy requires a knowledge of the principles 
and practices of strategic management—the pro-
cess of developing a competitive strategy. 

Developing a sustainable  
competitive advantage
Through systematic analysis of critical success fac-
tors, a firm can identify and develop its competi-

STRATEGIC COST MANAGEMENT: 
CONCEPTUAL UNDERPINNING
The Management Accountant has to adopt an 
integrated approach to apply his knowledge and skill to 
select the right strategy in a given situation and apply 
the appropriate tool for better cost management 
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tive advantage over its competitors. The traditional approach 
may be SWOT analysis. SWOT analysis is a systematic pro-
cedure for identifying a firm’s critical success factors—its 
internal strengths (S) and weaknesses (W), and its external 
opportunities (O) and threats (T). The more scientific ap-
proach is the value chain analysis which  is the linked set 
of value-creating activities of the firm. The focus is external 
to the firm. According to Michael Porter [4], a firm can 
develop sustainable competitive advantage by following one 
of the two strategies. 
(1) Low cost strategy, i.e., cost leader. Low cost relative to 
the competitors of the firm through economies of scale in 
production, learning curve effect, tight cost control, and cost 
minimization in service areas. 
(2) A differentiation strategy, i.e., product uniqueness, e.g., 
brand loyalty (Coca Cola), superior customer service (IBM), 
best quality product (Mercedes in automobiles, Rolex in 
wrist-watches, etc.). 

Cost leadership is a competitive strategy in which a firm 
outperforms competitors by producing products or services 
at the lowest cost. Differentiation is another competitive 
strategy in which a firm succeeds by developing and main-
taining a unique value for the product, as perceived by the 
customers. The perception allows the firm to charge higher 
prices and outperform its competitors in profits without re-
ducing costs significantly.

Porter emphasizes that the success of the above two strat-
egies—cost leadership and product or service differentia-
tion—depends on how a firm manages its own value chain 
relative to those of its competitors. Thus, value chain analysis 
is essential to determine exactly where in the firm’s seg-
ment of the chain—from supply of materials and design to 
distribution and customer service—cost can be lowered or 
customer value can be enhanced. Competitive advantage 
comes from carrying out these activities in a more cost ef-
fective way than one’s competitors. In order for a company 
to achieve a sustainable competitive advantage, it must either 
(1) perform one or more activities in the value chain at the 
same quality level as its competitors, but at a lower cost, or 
(2) perform its value chain activities at a higher quality level 
than its competitors, but at no greater cost.  

The Methodology
Porter (1985) explained the steps involved in strategic cost 
analysis. Shank and Govindarajan (1989) developed them 
further. In short, it involves the following three major steps:
•	 define the firm’s value chain and assign costs and assets to 

value activities;
•	 investigate the cost drivers regulating each value activity; 

and 
•	 examine possibilities to build sustainable competitive ad-

vantage, either through controlling cost drivers or by re-

configuring the value chain.
In identifying the value chain, the main thrust would be 

to gain competitive advantage, as competitive advantage 
cannot be meaningfully examined at the level of the indus-
try as a whole. As stated earlier, a value disaggregates the firm 
into its distinct strategic activities. These activities are the 
building blocks by which a firm creates a product valuable 
to buyers. Activities should be isolated and separated if they 
satisfy any or all of the following conditions:
(a) They represent a significant percentage of operating costs;
(b) The cost behaviour of the activities or the cost drivers 
are different;
(c) They are performed by competitors in different ways; 
and 
(d) They have a high potential of being able to create dif-
ferentiation.

Each value activity incurs costs, generates revenues and 
ties up assets in the process. After identifying the value chain, 
operating costs, revenues and assets must be assigned to in-
dividual value activities.

The second step is to diagnose the cost drivers that ex-
plain variations in costs in each value activity. In conven-
tional cost and management accounting, cost is primarily 
a function of only one cost driver—output volume. In the 
value chain approach, multiple cost drivers are used for cost 
allocation and they differ across value activities. 

The third step relates to developing sustainable competi-
tive advantage.  Once a firm has identified the industry’s 
value chain and diagnosed the cost drivers of each value 
activity, sustainable competitive advantage can be gained ei-
ther by controlling cost drivers or by configuring the value 
chain. In achieving this goal, the key questions in respect of 
each value activity would be:
(a) Can cost in this activity be reduced keeping value (rev-
enue) constant?
(b) Can value (revenue) be increased in the activity, keeping 
costs constant?

By scientific analysis of costs, revenues and assets in each 
activity, the firm can achieve both low cost and differen-
tiation. One way to accomplish this goal is to compare the 
value chain of the firm with the value chains of one or 
more of its major competitors and then identify the actions 
needed to manage the firm’s value chain better than their 
competitors. The very process of performing the value chain 
analysis can be quite instructive. Such an exercise forces each 
manager to ask: How does my activity add value to the cus-
tomers who use my product (or service)?

Confrontation strategy
The two generic strategies – cost leadership and differentia-
tion strategy, as stated earlier – rely upon avoiding competi-
tion by creating sustainable competitive advantages. The cost 
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leader, by becoming the low-cost producer, creates a price 
barrier and the differentiator, by satisfying its customers 
through developing unique products, creates a satisfaction 
barrier. But when such advantages cannot be achieved or 
sustained for long, firms are forced to adopt a third generic 
strategy, confrontation strategy .In  confrontation strategy, 
firms compete head-on for their share of the market by de-
veloping and exploiting temporary competitive advantages.  
Kooper [5] explains in his research publication  how this 
can be done through analysis and management of survival 
triplet.

Confrontation Strategy and Survival Triplet
Three product-related characteristics – cost, functionality 
and quality – play a critical role in the success of a firm that 
adopts a confrontation strategy. Since cost is transformed 
into selling price, the triplet can be represented as having 
cost-price, functionality and quality perspective as shown in 
Figure 1. The triplet has both internal and external perspec-
tives.  

Internally, the three characteristics represent the product’s 
costs (inclusive of research and development, selling and 
distribution), quality and functionality. Quality is defined as 
conformance to specifications and functionality represents 
conformance to engineering features of the product. Exter-
nally, these characteristics are selling price, perceived quality 
and perceived functionality for intended use. 

According to confrontation strategy, firms do not attempt 
to collude with their competitors nor do they attempt to 
become cost leaders or differentiators.  Instead, they com-
pete head-on for their market share by developing and ex-
ploiting temporary competitive advantages. Firms can still 
try to differentiate their products by introducing new fea-

tures or reducing prices both of which may bring in tempo-
rary, but not sustainable, competitive advantages.  Topcon, a 
Japanese manufacturer of advanced ophthalmic instruments, 
had successfully applied this strategy in early 1980’s before 
new competitors, like Nidek, Canon, and Nilon, entered 
into the market in early 1990’s. 

Survival Zone
In a competitive market, there cannot be one level of qual-
ity, functionality and price for a product in the survival tri-
plet. We can conceive of maximum and minimum values of 
each characteristic in the survival triplet. A product’s survival 
zone is identified by determining the survival range for each 
characteristic.  The survival range is the difference between 
maximum and minimum values for each characteristic.  For 
functionality and quality, the minimum allowable level is 
the lowest value of each characteristic that the customer is 
willing to accept regardless of the value of the other two 
characteristics. For example, below a certain level of func-
tionality, very few customers will be willing to buy a prod-
uct no matter how high the quality or how low the price 
is.  Similarly, low quality and high prices will attract only 
few customers to buy the product.  The maximum feasible 
value represents the highest value that the characteristic can 
have with respect to the other two characteristics and still 
the customers will be willing to purchase the product.  The 
price characteristic is however different from the other two 
characteristics, functionality and quality, in that the customer 
determines the maximum allowable price and the firm de-
cides the minimum feasible price.  The maximum allowable 
price is the highest price that the customer is willing to pay 
regardless of the values of   two other characteristics. The 
minimum feasible price is the lowest price the firm is will-
ing to accept having regard to the minimum level of allow-
able quality and functionality. The survival zone as described 
above can now be shown in Figure 2 [6].

Figure 2 Survival Zones of the Triplet

Figure 1 The Survival Triplet
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Managing the Survival Triplet
How can a firm manage various characteristics or elements 
of the survival triplet? Is it necessary to try to give equal 
emphasis on all the three characteristics at the same time? 

In reality, one characteristic may dominate the other two 
at a point of time, depending upon the market and other 
conditions. For example, when the Japanese economy went 
into severe recession in the early 1990s, many Japanese firms 
changed their emphasis from the most important charac-
teristic of functionality to cost.  Similarly, many successful 
public enterprises in India (like Bharat Heavy Electricals 
Ltd. and Steel Authority of India Ltd.) had to shift empha-
sis on cost (subject to quality-functionality constraints) after 
the economy was liberalized in 1991 to meet the threats of 
competition in terms of price.  In a market where custom-
er is demanding increased functionality (say, PCs, laptops, 
and mobile industries) and is willing to pay for it, subject to 
cost-price and quality constraints, giving more attention to 
functionality will develop a temporary competitive advan-
tage. It is also likely that the importance of one characteristic 
over the two others is likely to shift frequently over time.  
Accordingly, management of survival triplet demands that 
a firm must determine which characteristic of the surviv-
al triplet is the most critical over the two others to their 
competitive success at a point of time. It may be harmful to 
try to be  the best in all three – it would be wise to select 
one characteristic at which to excel while ensuring that the 
other two remain inside their survival zones. Also, the key 
to success lies in selecting the appropriate rate of improve-
ment for each characteristic. By any chance, if a firm enjoys 
the distinction of becoming number one in all the three 
characteristics dominate its competitors, and can sustain the 
advantage, it would lead to a monopoly position. 

Thus, under the confrontation strategy, firms should 
develop integrated quality, functionality and cost man-
agement systems. The systems must be flexible enough 
so that with the change of emphasis from one element 
to the other, only the amount of effort for increasing the 
rate of change of the characteristics is modified but not 
the systems themselves. 

5. Tools of Strategic Cost Management
There are several tools of SCM. We very briefly deal with 
the following:
(a) Activity Based Costing (ABC)
(b) Life Cycle Costing (LCC)
(c) Target Costing (TC)
(d) Quality Cost Management (QCM).

(a) Activity-based Costing (ABC)
In the competitive global business environment, costing sys-
tem is required to be refined to provide high quality rele-
vant cost information for decision making. How can this be 
achieved? Three steps are generally suggested:
•	 Adopting  direct cost tracing as much as possible.
•	 Increasing the number of indirect cost pools.
•	 Selecting appropriate cost allocation base for each cost 

pool.
In short, activity-based cost drivers are used for alloca-

tion of indirect costs. In relation to ABC, three factors can 
be identified to judge the suitability of its adoption viz., 
product diversity, volume diversity and higher incidence of 
overhead costs. These are common  in most cases.  Because 
of the benefits flowing from application of ABC, there has 
been growing interest in its application, either as a basic or 
on-going cost accounting system or selective use for some 
critical service activities. ABC is widely used for cost re-
duction, product or service pricing, profitability analysis and 
so on.  Using activity-based management, non-value-added 
activities and costs can be reduced or dispensed with.

(b) Life Cycle Costing
Life cycle costing is a technique which takes account of the 
total cost of making a product or owning a physical asset, 
during its economic life. It tracks and accumulates business 
function costs of the value chain of each product from initial 
R&D to final customer service and support [7].

The production and sale of many products follow a cycle 
over their economic lives. Normally, sales start out slow, ex-
pand rapidly as the product is popularized, and then drop off 
rapidly as a better product becomes available or a new prod-

UNDER THE CONFRONTATION STRATEGY, FIRMS 
SHOULD DEVELOP INTEGRATED QUALITY, 
FUNCTIONALITY AND COST MANAGEMENT 
SYSTEMS THAT IS FLEXIBLE ENOUGH
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uct emerges in the market. Therefore, each product takes a 
number of years (accounting periods) to complete the cycle. 
Figure 3 shows the product life cycle of a product. Just as a 
human being, or any animate being, goes through differ-
ent phases in the life cycle, a product too has similar phases. 
The length of the product cycle is governed by the rate 
of (a) technological change, (b) market acceptance and (c) 
competition. By and large, consumer products have shorter 
life cycle than basic industry goods which have a longer life 
cycle. For automobile companies, such as Ford and Nissan, 
the product life cycle for different cars ranges from 12 to 15 
years to design, manufacture and sell. Pharmaceutical com-
panies, such as Pfizer, Merck, and Glaxo Smith Kline, have a 
life cycle of 15 to 20 years for different products. Thus, the 
product life cycle concept is a very useful concept in sales 
forecasting, planning and control, as current company prod-
ucts cannot hold the market position indefinitely.

 

Figure 3  Product Life Cycle Curve.

Keeping in view the life cycle of a product, the costs in-
volved would comprise: (1) initial cost of investment (in-
cluding design, research and developments); (2) costs  of 
launching the product, and (3) operating costs (over the life 
cycle). Each of these type of costs should be estimated as 
accurately as possible to get a fair idea of them over the life 
cycle of each product or service. Although the efficiency of 
the costing system undoubtedly contributes to the estimat-
ed figures, in some organisations a team of experts may be 
entrusted for the purpose. 

Managerial decisions, like pricing, make or buy, etc., may 
be more accurately taken based on the life cycle costing than 
the traditional costing. Most decisions are taken based on av-
eraged costs (over life cycle) rather than annual costs which 
fluctuate from year to year. So, with better cost information 
concerning real-life situations, wiser decisions can be taken.

Another variation of life-cycle costing is Customer Life-
Cycle Costing. Customer life-cycle costs focus on the total 
costs incurred by a customer to acquire, use, maintain and 
dispose of a product or service. From strategic view point, 
when a firm chooses to serve only a narrow group of cus-
tomers, it adopts ‘Focus Strategy’. Using focus strategy, a 
firm competes in a few narrow segments – each with dif-
ferent need - of a market. Customer Life Cycle Costing 
can be a useful tool for such companies. They can charge a 
customer based on customer life-cycle costs. For example, 
the Boeing Corporation in the US charges higher price for 
a Boeing 777 because of its special features that significantly 
decreases the life cycle cost of the customer.

Life cycle cost reporting (over the life cycle) is an essential 
part of LCC. It is generally combined with expected rev-
enues over the life cycle to give a complete product-wise 
picture of profitability

(c) Target Costing
Target costing is a process of developing costs for a product 
(or service) based on market-driven considerations. It is a 
method that allows firms to provide customers with prod-
ucts (or services) that they want, at a price that they can af-
ford, and still earns desired financial returns. The philosophy 
is not to find out how much a product (or service) does 
cost but to find out what it should cost. It is thus strategic 
in nature and creates a culture of excellence in the firm that 
provides continuing strategic advantage. There are six key 
principles in target costing: (1)  Price-led costing (i.e., target 
price less desired mark-up = target costs); (2) Customer fo-
cus; (3)	 Focus on design of products and processes; (4) 
Cross-functional teams; (5) Life cycle cost reduction; and (6) 
Value chain involvement.

One has to start from the market and then work back fi-
nally to the production process through design and develop-
ment of the product (or the service) that the customer needs 
at an acceptable price (known as the target price).  Target 
costing thus helps control costs before they are locked-in 
or designed in (i.e., in the design stage). On the other hand, 
traditional costing methods of cost control focus on control-
ling costs while they are being incurred (e.g., variance analy-
sis). Target costing is widely used by Japanese and American 
industries in automobiles (e.g., Toyota, Nissan), electronics 
(e.g., Panasonic, Sharp, etc.), information technology (e.g., 
Apple, Compaq, etc.) and many other areas.

Target Costs: Target costs are derived from target selling price 
by deducting target margin. Target costs thus become goals 
for designers and production personnel. Value engineering is 
key to achieving target costs. It is the systematic evaluation 
of all aspects of production and marketing that starts from 
research and development, design of products, and ends with 
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distribution of products to the customers and the custom-
er service. Thus, it covers the entire value chain or business 
functions of a firm.

Cost Reduction Target: Target costing aims at cost reduction. 
When the target costs are compared with currently feasi-
ble total costs, the difference gives the cost reduction target 
which should be met in order to achieve the target profit. In 
target costing, many costs are driven by decisions. Therefore, 
one feasible approach may be to redesign or concurrently 
design products and processes to achieve the cost reduction 
target. It is no doubt a big challenge to management and 
management has to accept it.

(d) Quality Cost Management 
Quality is considered as one of the key tools of achieving 
competitive advantage of the firm.  Of the three important 
components of Robin Cooper’s Survival Triplet, quality is 
one. Other factors remaining constant, customers will always 
prefer higher quality. In Japan, Toyota, a leading car manu-
facturer, recalled millions of car from the market worldwide 
in 2009-2010 to rectify some defects in engine of a num-
ber of Toyota models. Same thing happened in India in case 
of Indica model of Tata Motors and one or two models of 
Maruti Udyog Ltd. in recent years. Although defective prod-
ucts undoubtedly hit reputation, the companies concerned 
very quickly rectified the defects in the design and put the 
models back to sales.  Of course, there was loss of revenue 
and goodwill. 

Many companies the world over have emphasized ‘qual-
ity’ as an important strategic tool. What does then product 
or service quality mean? The American Society for quality 
defines quality as the total features and characteristics of a 
product or service made or rendered according to specifica-
tions to satisfy customers at the time of purchase and during 
use. There are two basic aspects of quality: (a) design qual-
ity and (b) conformance quality. The design quality implies 
how closely the features or characteristics of a product or 

service satisfies the needs and wants of customers. For ex-
ample, if the gear-box of a car shows signs of problems at the 
final inspection stage, it means that the design specifications 
are not met. Conformance quality is the performance of the 
product or service relative to its design and product specifi-
cations. Thus, actual performance (quality) of a product may 
fall short of customer expectation either due to design qual-
ity failure and/or one to conformance quality failure.

Accordingly, in a competitive market, companies have 
to become quality conscious both for survival and growth. 
Many organizations have emerged to secure desired qual-
ity of a product or service. Use of ISO 9000 series enables 
companies to claim that their products or services maintain 
desired quality. Use of ISO 9000 has now become a neces-
sary condition for competing in the global market. Similarly, 
companies, particularly hazardous ones, have to comply with 
environmental management standards (ISO 14000 series) to 
reduce the impact of their operations (air pollution, waste 
water and hazardous waste disposal, etc.) on environment. 
There are international environmental laws which compa-
nies have to comply with. Also, in many countries, there 
are specific legislations to regulate the activities of hazardous 
industries to protect environment [8].

Quality has both financial and non-financial perspec-
tives. Financially, it represents costs of quality. Non-financial 
measures are number of customer-complaints, percentage 
of defectives to good production, employee empowerment 
and training, etc. 

Quality as a Strategic Competitive Tool
Many companies the world over have been giving emphasis 
on quality as an important strategic initiative or tool. It is be-
cause a focus on quality reduces costs and increases custom-
er satisfaction. In many countries, several high-profile awards 
or prizes are given to companies that have produced high 
quality products and services [9]. As for instance, Malcolm 
Baldrige National Quality Award in the U.S., the Deming 
Prize in Japan, and the Premio Nacional de Calidad in Mex-

COMPANIES... HAVE BEEN EMPHASISING ON 
QUALITY AS AN IMPORTANT STRATEGIC TOOL. 
IT IS BECAUSE A FOCUS ON QUALITY REDUCES 
COSTS AND INCREASES CUSTOMER SATISFACTION
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ico are notable ones.
How does quality serve as a strategic competitive tool? 

Companies have to establish the quality mission based on 
the needs of the business and understanding of the internal 
and external business environments. Then strategies are de-
veloped and quality improvement projects are undertaken. 
As per Deming Chain Reaction, successful implementation 
of these quality improvement projects leads the company 
to competitive advantage in terms reduced cost, improved 
productivity, increased market share and growth. 

Costs of Quality
Due to the increasing importance of maintaining high qual-
ity of product or service, companies must focus on quality 
costs management. What are these costs and how they can 
be classified for better management? Quality costs can be 
classified as: (1) Prevention Costs i.e. the costs of preventing 
defects (systems development, pilot studies, reliability engi-
neering and quality training, etc.); (2) Appraisal Costs i.e. 

costs of determining whether defects exist (reliability testing, 
metallurgical laboratory, material and supplies inspection, 
etc.); (3) Internal failure costs i.e. costs of defect rectification 
before delivery of product to the customers (rework, repair, 
scrap, downtime, etc.); (4) External failure costs i.e. costs in-
curred after delivery of the products (customer complaints, 
product liability, repairs and replacement arising out of war-
ranty, warranty costs, etc.), and (5) Opportunity costs: Costs 
of opportunities foregone (loss of contribution on lost sales 
due to defects in product or service, loss of reputation, etc.).  

For better management, quality costs may be classified 
into direct costs and indirect costs. Direct costs can be 
traced to products or services. Indirect costs are incurred 
for each of the costs-of-quality activities. Once indirect 
costs are identified, use of ABC for allocation will produce 
better results. 

Concluding observations
We have briefly discussed various contemporary business 
strategies that a firm should adopt for managing costs strate-
gically. With an understanding of these strategies, the Man-
agement Accountant will be in a better position to adopt 
one or all of the tools of cost management to optimise ben-
efits. These strategies and modern tools of cost management 
go hand in hand and are complementary to each other. The 
Management Accountant has to adopt an integrated ap-
proach to apply his knowledge and skill to select the right 
strategy in a given situation and apply the appropriate tool 
from his ‘tool kits’ for better cost management to enhance 
the customers’ value. In the present competitive global mar-
ket, the process of achieving excellence in cost management 
is continuous and never-ending. 
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world. The success of Indian textile industry is absolutely 
dependent on its manufacturing as well as export perfor-
mances . India earns about twenty seven percent of its to-
tal foreign exchange through textile exports. Further, the 
Indian textile industry contributes nearly fourteen percent 
of the total industrial production and around three percent 
to the GDP of the country. On the other side, the process 
of liberalization has exposed the Indian textile industry to 
intensified competition by paving the way for entrance of 
foreign companies in the country. In the present situation of 
turbulent market conditions, the domestic companies have 
been forced to reorient their strategies for managing odds 
arising out of tremendous competition in the post liberali-
zation era. Some of them have been able to adapt themselves 
as per requirements while the other failed to do so. In this 
backdrop, the present study seeks to analyze the profitability 
status of the twenty two selected companies in the Indian 
textile industry during the period 2002-03 to 2011-12.

Review of literature
During the last few decades, a good number of studies have 
been made in India and abroad on the analysis of profitabil-
ity of different industry segments. The following paragraphs 
provide a very brief explanation of some the significant 
studies so far carried out on the issue relating to the profit-
ability analysis.

Eljelly (2004), in his study, examined the relation between 
profitability and liquidity of some selected joint stock com-
panies in Saudi Arabia. While assessing the liquidity of the 
companies, the study used cash conversion cycle and cur-
rent ratio as measures of liquidity. The study observed, at the 
firm level, a significant negative relation between the firms’ 
profitability and their liquidity level as measured by current 
ratio, whereas at the industry level, the relation was more 
significant when liquidity was measured by cash conversion 
cycle during the study period.

Parasuraman (2004) carried out a cross-sectional analy-
sis of the working capital management practices in leading 
pharmaceutical companies in India. An attempt was also 
made in this study to examine the relationship between the 
credit policies adopted by the companies under study and 
their profitability. The study concluded that the companies 
adopting liberal credit policy achieved higher profitability 
during the period under study.

Mallik, Sur and Rakshit (2005) conducted a study to ex-
amine the relationship between efficiency of working capi-
tal management and profitability with reference to some se-
lected companies in Indian pharmaceutical industry during 
the period 1990-91 to 2001-02. The study concluded that 
there was a favourable influence of inventory management 
and debtors management on profitability in majority of the 
selected companies but no definite relationship was found 

between liquidity and profitability from the empirical re-
sults.

Lazaridis and Tryfonidis (2006) in their study investigated 
the relationship between working capital management and 
corporate profitability of the selected listed companies in 
the Athens Stock Exchange. The results of the study showed 
that there was a significant relationship between profitability 
and cash conversion cycle. 

Azhagaiah and Gejalakshmi (2007) carried out a study for 
examining the efficiency of working capital management of 
thirty selected companies in Indian textile industry during 
the period 1995-96 to 2005-06. This study concluded that 
the efficiency of managing current assets of the companies 
under study was one of the contributory factors towards 
enhancing their profitability.

Sur and Chakraborty (2011) in their paper examined em-
pirically the relationship between working capital manage-
ment and profitability of the ten multinational companies in 
the Indian pharmaceutical sector during the period 1996-
97 to 2007-08. One of the significant outcomes of the study 
was that the liquidity management, inventory management 
and credit management made positive contribution towards 
improvement of the corporate profitability during the study 
period. 

Rahman (2011) carried out a study on the working 
capital management and profitability of the selected nine 
companies belonging to textile industry in Bangladesh for 
the period 2005-06 to 2007-08. The findings of the study 
showed that the profitability performance as well as the 
working capital position of the selected companies were not 
satisfactory during the study period. The study also revealed 
that the nature of working capital policy (CA to Sales), fi-
nancing of working capital (CL to TA), inventory holding 
period (Inventory Turnover in Days), Accounts Receivable 
Collection Period (Accounts Receivable Turnover in Days), 
Accounts Payable Period (Accounts Payable Turnover in 
Days), and Cash Conversion Cycle in Days of the sample 
companies played an important role in determining their 
overall profitability (Return on Total Assets) during the pe-
riod under study. The study concluded that the poor man-
agement of working capital is one of the important causes 
for poor performance or poor profitability position of the 
selected textile companies during the study period.

Owolabi and Obida (2012) made a study on the relation-
ship between liquidity management and corporate profita-
bility of a sample of twelve manufacturing companies quot-
ed on Nigerian Stock Exchange during the period 2005 to 
2009. The study concluded that the efficiency in liquidity 
management of the selected companies had significant in-
fluence on enhancing their profitability during the study 
period.

Ogundipe et. al. (2012) conducted a study to assess the 
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impact of efficiency of working capital management on 
the maximization of profitability and market value of the 
fifty four selected non-financial companies listed in Nige-
rian Stock Exchange for the period of 1995 to 2009. This 
study used the cash conversion cycle (CCC) as a measure 
of efficiency of working capital management and revealed 
that reduction in the length of CCC had made significant 
contribution towards the realization of profit maximization 
objectives and consequently the firms’ market values during 
the period under study.

Sur and Rahaman (2013) made a comprehensive study 
on the efficiency of liquidity management by consider-
ing quantitative as well as qualitative aspects of liquidity of 
twenty two selected companies in Indian pharmaceutical 
industry for the period 2001-02 to 2010-11. One of the 
significant findings of the study was that there was a strong 
positive association between liquidity and profitability of the 
companies under study during the study period. The study 
also revealed that the efficiency of receivables management 
made a notable contribution towards enhancing overall 
profitability of the selected companies during the period 
under study.

On the basis of the above discussion, it can be said that 
several studies on the profitability analysis of different sectors 
in India and abroad have been made even in the last few 
years. A considerable number of studies have also been made 
during the last few decades on the evaluation of the finan-
cial performance of Indian textile industry in which along 
with other aspects of financial performance the profitability 
has been analysed. However, in the post-liberalisation era, 
the issue relating to the profitability of the companies be-
longing to the Indian textile industry has not been properly 
addressed. No significant study on the analysis of profitabil-
ity of the Indian textile industry in the post-liberalisation 
period has so far been carried out. Thus, in order to bridge 
the gap the present study is made. 

Objectives of the study
The present study aims at assessing the profitability of the 
selected companies belonging to the textile industry in In-
dia. More specifically, the study has the following objectives:
i) To make a comparative analysis of the selected companies 
in respect of profitability using some suitable ratios.
ii) To ascertain the profitability status of the companies un-
der study more precisely based on composite profitability 
scores.
iii) To examine the relationship between the overall profita-
bility of the selected companies and  efficiency in managing  
their fixed assets and working capital.
iv) To analyze the joint impact of fixed assets management 
and working capital management of the selected companies 
on their profitability.

Methodology of the study
The study is based on twenty two selected companies be-
longing to the textile industry in India. The companies con-
sidered in this study (as shown in Appendix-1) were selected 
following the purposive sampling procedure. This selection 
was made on the basis of ‘BW Real 500’ published by the 
Business World, Vol. 28, Issue 23, in October, 2008. The data 
used in this study, for the period 2002-03 to 2011-12, were 
taken from secondary sources, i.e., Capitaline Corporate 
Database of Capital Market Publisher (I) Ltd., Mumbai. For 
analyzing the data the technique of ratio analysis, simple sta-
tistical tools like arithmetic mean, statistical techniques like 
Pearson’s simple correlation analysis, Kendall’s correlation 
analysis, Spearman’s rank correlation analysis and multiple 
regression analysis  and statistical tests such as t-test, Chi-
square (æ2) and F-test were applied at appropriate places.

Limitations of the study
The study suffers from the following major limitations:
i) The study was based on the published annual reports of 
the selected companies. So, it is subject to all the limitations 
that are inherent in the published annual financial state-
ments.
ii) While ascertaining the working capital turnover ratio 
(WCTR) in this study, some negative WCTRs were found. 
These negative ratios were taken as nil in this study.
iii) Out of a wide range of factors determining profitability 
of a firm, only a few selected internal determinants were 
considered in this study.
iv) The study was mainly based on accounting ratio analysis. 
Therefore, the limitations of ratio analysis also delved into 
the study.

Findings of the study
A. In Table1 an attempt was made to assess the profitability 
of the selected companies in Indian textile industry during 
the period under study. While analyzing the profitability in 
the present study, some suitable profitability indicators such 
as gross profit ratio (GPR), operating profit ratio (OPR), net 
profit ratio (NPR), return on capital employed (ROCE), 
return on net worth(RONW) and earning per share (EPS) 
were used.
a) GPR: It is a basic measure of profitability. The higher the 
value of GPR, the higher is the firm’s ability to generate 
gross profit. Table 1 shows that the average GPR was the 
highest in Himatsingka (25.30%) while it was the least in 
Abhishek (-33.06%) during the study period. The second 
highest position was occupied by SRF, whereas Koutons 
was placed in the second worst position in respect of mean 
GPR. Out of the twenty two  selected companies, sixteen 
companies were placed in the category of ‘above the in-
dustry average’ while in the remaining six companies the 
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average GPR was lower than the ‘industry average’ during 
the study period.
b) OPR: It measures the operating profitability of a firm. 
The higher the value of OPR, the higher is the firm’s ability 
to earn profit from its business operations. Table1 depicts 
that Himatsingka (29.63%) and SRF (22.95%) occupied the 
first and the second top positions respectively while Kou-
tons (-0.52%) and Alps (5.14%) were placed in the worst 
places respectively in respect of average OPR during the pe-
riod under study. Ten companies, amongst the selected ones, 

found place in the category of ‘above the industry average’ 
while the remaining twelve companies were placed in ‘be-
low the industry average’ class.
c) NPR: It indicates the firm’s net earning capability. The 
higher the value of NPR, the greater is the firm’s ability to 
generate net earnings. Table1 reveals that the mean NPR 
had a wide range between 14.43% (Himatsingka) and 
-57.41% (Abhishek). The mean NPR of the industry was 
also found to be very negligible (0.17%) and in seventeen 
companies, out of the twenty two selected ones, the mean 

Table1: Analysis of Profitability of the Selected Companies in Indian Textile Industry based on the  Selected Profitability Ratios

Company Mean 
GPR

Rank 
based 

on Mean 
GPR (R1)

Mean 
OPR

Rank 
based 

on Mean 
OPR (R2)

Mean 
NPR

Rank 
based 

on Mean 
NPR (R3)

Mean 
ROCE

Rank 
based 

on Mean 
ROCE 
(R4)

Mean 
RONW

Rank 
based 

on Mean 
RONW

Mean EP

S
(R5)

Rank 
based 

on Mean 
EPS
(R6)

Abhishek -33.06 22 10.27 18 -57.41 22 7.80 14 10.75 11 5.90 16

Alps -2.27 20 5.14 21 -6.93 20 6.43 18 7.24 15 6.37 15

Arvind 13.10 6 21.95 3 5.67 5 8.58 13 5.97 18 5.44 17

Bombay 
Dyeing 5.60 17 12.21 13 1.77 16 7.76 15 0.90 21 7.76 13

Bombay 
Rayon 15.22 4 19.31 6 8.56 3 18.80 3 19.64 3 11.70 8

Century Enka 10.48 10 11.84 14 4.09 8 9.83 9 8.22 12 17.02 4

Eskay 7.67 14 10.99 17 -0.07 18 2.56 22 0.87 22 0.26 22

Garden 7.93 13 11.59 15 2.87 13 9.74 10 7.80 13 9.80 11

Gokaldas 4.63 18 7.09 19 1.98 15 12.19 5 14.48 5 10.61 10

Himatsingka 25.30 1 29.63 1 14.43 1 8.66 11 6.86 16 8.07 12

Koutons -11.15 21 -0.52 22 -9.33 21 20.74 2 28.05 1 13.30 5

KSL 9.54 11 13.55 11 2.93 12 5.12 21 2.22 20 2.57 20

Nahar 12.14 7 15.72 9 3.61 10 5.48 20 3.39 19 12.29 7

Raymond 11.30 8 16.03 8 3.90 9 7.12 17 6.01 17 12.33 6

RSWM 7.52 15 11.47 16 1.71 17 7.72 16 7.72 14 11.61 9

S. Kumars 8.83 12 16.89 7 2.87 14 8.65 12 10.97 10 4.04 19

Sangam 10.71 9 15.18 10 3.20 11 9.98 8 13.33 7 5.13 18

Shri Lakshmi 7.34 16 12.64 12 4.41 7 13.50 4 17.95 4 21.84 3

Spentex -1.13 19 6.55 20 -6.14 19 6.17 19 11.09 9 1.63 21

SRF 19.96 2 22.95 2 9.77 2 23.37 1 22.95 2 30.84 2

Vardhman 15.71 3 19.41 5 7.05 4 11.56 6 14.44 6 31.79 1

Welspun 13.49 5 20.12 4 4.75 6 10.63 7 11.80 8 6.65 14

Industry 
Average 7.22 -- 14.09 -- 0.17 -- 10.11 -- 10.58 -- 10.77 --

Kendall’s coefficient of concordance (W) among the mean values of the selected profitability measures is 0.587 and Chi-square (æ2) value of W is 
52.794 being significant at 0.01 level.

Source: Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (I) Ltd., Mumbai.
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NPR was less than 5% during the study period.
d) ROCE: It is one of the most dependable ratios for testing 
profitability of a business firm. It measures the overall per-
formance of the firm in terms of its profitability.  The higher 
the value of ROCE, the greater is the overall profitability of 
the firm. Table 1 shows that mean ROCE was the highest in 
SRF (23.37%) while the same was the least in Eskay (2.56%) 
during the study period. Out of the twenty two selected 
companies, seven companies were placed in ‘above the in-
dustry average’ class whereas the remaining fifteen compa-
nies found place in ‘below the industry average’ category.
e) RNOW: It is used at the time of judging the profitability 
of a firm from the viewpoint of its owners. The higher the 
value of RNOW, the greater is the firm’s ability to compen-

sate its owners. Table1 reveals that Koutons (28.05%), in spite 
of occupying the worst place in respect of mean OPR and 
the second worst place in respect of mean GPR and mean 
NPR, found place in the top most position with respect to 
mean RONW during the study period. Eskay (0.87%) oc-
cupied the least position during the same period. One half 
of the companies under study found place in the category of 
‘above the industry average’ while the remaining companies 
were placed in ‘below the industry average’ class.
f) EPS: It is also a profitability indicator from the view point 
of owners. The higher the value of EPS, the higher is the 
firm’s ability to earn profit from the view point of its own-
ers. It is evident from Table1 that the mean EPS was the 
highest in Vardhman (Rs. 31.79) while it was the least in 

Table2: Analysis of Profitability of the Selected Companies in Indian Textile Industry based on the Composite Profitability Scores

Company
Ranks on the Basis of the Mean Values of the Selected Profitability Ratios Sum of Ranks : RS 

= (R1+R2+R3+ 
R4+R5 +R6}

Composite 
Rank

R1 R2 R3 R4 R5 R6

Abhishek 22 18 22 14 11 16 103 19

Alps 20 21 20 18 15 15 109 21

Arvind 6 3 5 13 18 17 62 8

Bombay 
Dyeing 17 13 16 15 21 13 95 17.5

Bombay 
Rayon 4 6 3 3 3 8 27 3

Century Enka 10 14 8 9 12 4 57 7

Eskay 14 17 18 22 22 22 115 22

Garden 13 15 13 10 13 11 75 15

Gokaldas 18 19 15 5 5 10 72 12

Himatsingka 1 1 1 11 16 12 42 4

Koutons 21 22 21 2 1 5 72 12

KSL 11 11 12 21 20 20 95 17.5

Nahar 7 9 10 20 19 7 72 12

Raymond 8 8 9 17 17 6 65 10

RSWM 15 16 17 16 14 9 87 16

S. Kumars 12 7 14 12 10 19 74 14

Sangam 9 10 11 8 7 18 63 9

Shri Lakshmi 16 12 7 4 4 3 46 6

Spentex 19 20 19 19 9 21 107 20

SRF 2 2 2 1 2 2 11 1

Vardhman 3 5 4 6 6 1 25 2

Welspun 5 4 6 7 8 14 44 5

 Source: Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (I) Ltd., Mumbai.
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Table3.1: Analysis of Relationship between Efficiency of Fixed Assets Management and Overall Profitability of the Selected Companies in 
Indian Textile Industry

Company Correlation coefficient between ROCE and FATR

Pearson Kendall Spearman

Abhishek 0.942** 0.795** 0.902**

Alps 0.907** 0.676** 0.828**

Arvind 0.550 0.225 0.292

Bombay Dyeing 0.629 0.511* 0.673*

Bombay Rayon 0.965** 0.911** 0.976**

Century Enka -0.109 -0.045 -0.067

Eskay -0.489 -0.477 -0.701*

Garden 0.058 0.135 0.116

Gokaldas 0.938** 0.854** 0.936**

Himatsingka -0.102 -0.090 -0.018

Koutons 0.764* 0.795** 0.909**

KSL 0.254 0.067 0.115

Nahar 0.095 0.045 0.140

Raymond 0.667* 0.556* 0.721*

RSWM 0.576 0.422 0.600

S. Kumars 0.949** 0.809** 0.912**

Sangam 0.720* 0.600* 0.782**

Shri Lakshmi 0.010 0.180 0.195

Spentex 0.759* 0.708** 0.847**

SRF 0.633* 0.270 0.377

Vardhman 0.639* 0.556* 0.661*

Welspun 0.878** 0.764** 0.912**

Industry (based on 
pooled data) 0.564** 0.317** 0.440**

* Significant at 0.05 level, **  Significant at 0.01 level.

Source: Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (I) Ltd., Mumbai.
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Table3.2: Analysis of Relationship between Efficiency of Working Capital Management and Overall Profitability of the Selected Companies 
in Indian Textile Industry

Company
Correlation coefficient between ROCE and WCTR

Pearson Kendall Spearman

Abhishek 0.466 0.405 0.480

Alps 0.352 0.263 0.413

Arvind 0.420 0.156 0.139

Bombay Dyeing -0.155 -0.067 -0.091

Bombay Rayon 0.833** 0.778** 0.867**

Century Enka 0.027 0.111 0.176

Eskay 0.179 0.225 0.176

Garden -0.362 -0.111 -0.152

Gokaldas 0.595 0.333 0.224

Himatsingka -0.152 0.067 0.042

Koutons 0.435 0.494* 0.620

KSL 0.475 0.156 0.236

Nahar -0.540 -0.378 -0.539

Raymond 0.275 0.200 0.212

RSWM 0.066 0.200 0.273

S. Kumars 0.868** 0.809** 0.924**

Sangam 0.437 0.378 0.624

Shri Lakshmi 0.302 0.225 0.255

Spentex 0.796** 0.507 0.615

SRF -0.323 -0.156 -0.188

Vardhman 0.121 -0.022 -0.018

Welspun 0.258 0.156 0.067

Industry (based on pooled data) 0.174** 0.179** 0.262**

* Significant at 0.05 level, ** Significant at 0.01 level.

Source: Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (I) Ltd., Mumbai.
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Eskay (Rs. 0.26) during the study period. Nine companies, 
out of twenty two selected ones, fell into the category of 
‘above the industry average’ while in the remaining thirteen 
companies the mean EPS was lower than the average EPS of 
the industry (Rs. 10.77) during the study period.

It was observed from Table1 that Himatsingka occupied 
the top most rank in respect of three selected parameters of 
profitability, namely, OPR, GPR, and NPR whereas SRF 
was placed in the second position with respect to all the 
parameters except ROCE in respect of which it ranked first 

Table4: Analysis of Multiple Regression and Multiple Correlation of Overall Profitability on Efficiency of Fixed Assets Management and 
Working Capital Management of the Selected Companies in Indian Textile Industry

Multiple Regression Equation of ROCE on FATR and WCTR: ROCE = b0 + b1.FATR + b2.WCTR.

Company Partial Regression Coefficients
Multiple Correlation 

Coefficient (R)
Coefficient of Determination 

(R2) F-Value
b0 b1 b2

Abhishek -3.950 20.698* -0.324 0.942* 0.887 27.67

Alps -13.374* 16.206* -0.736 0.913* 0.834 17.446

Arvind -0.685 12.49 -0.509 0.559 0.312 1.592

Bombay Dyeing 5.099 0.696** 0.285 0.635 0.403 2.361

Bombay Rayon 7.036* 4.340* -1.175 0.974* 0.949 65.541

Century Enka 15.763 -6.636 -0.001 0.109 0.012 0.042

Eskay 7.907 -4.455 0.536 0.496 0.246 1.142

Garden 12.914* 3.605 -1.298 0.489 0.239 1.102

Gokaldas -3.415 5.016* -2.263 0.953* 0.908 34.396

Himatsingka 12.325 -3.366 -0.659 0.156 0.024 0.087

Koutons 0.653 3.125* -7.127 0.841* 0.707 8.431

KSL -5.559 4.642 3.159** 0.664 0.441 2.756

Nahar 9.375 15.135 -9.641** 0.645 0.416 2.496

Raymond -14.914 17.499* 1.428 0.711** 0.506 3.572

RSWM 10.783 19.684** -1.165 0.585 0.342 1.819

S. Kumars -7.172* 4.690* 6.019** 0.967* 0.935 51.013

Sangam -8.915 16.886* -0.590 0.731** 0.534 4.011

Shri Lakshmi 9.104* -0.498 2.656 0.463 0.214 0.955

Spentex -5.716* 4.049* 1.531* 0.927* 0.859 21.434

SRF -18.614 39.047** -0.035 0.682 0.465 3.046

Vardhman 8.904 13.47* -5.604 0.772* 0.596 5.171

Welspun -3.231 14.56* 0.043 0.879* 0.773 11.861

Industry (based on 
pooled data) 6.082* 1.72* 0.111* 0.597* 0.356 60.184

* Significant at 0.05 level, ** Significant at 0.10 level.

 Source: Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (I) Ltd., Mumbai.
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Appendix1: List of the Selected Companies in  Indian Textile Industry 

Abhishek Corporation Ltd. (Abhishek)

Alps Industries Ltd. (Alps)

Arvind Ltd. (Arvind)

Bombay Dyeing & Manufacturing Company Ltd. (Bombay Dyeing)

Bombay Rayon Fashions Ltd. (Bombay Rayon)

Century Enka Ltd. (Century Enka)

Eskay K`n'IT (India) Ltd. (Eskay)

Garden Silk Mills Ltd. (Garden)

Gokaldas Exports Ltd. (Gokaldas)

Himatsingka Seide Ltd. (Himatsingka)

Koutons Retail India Ltd. (Koutons)

KSL and Industries Ltd. (KSL)

Nahar Spinning Mills Ltd. (Nahar)

Raymond Ltd. (Raymond)

RSWM Ltd. (RSWM)

S. Kumars Nationwide Ltd. (S. Kumars)

Sangam (India) Ltd. (Sangam)

Shri Lakshmi Cotsyn Ltd. (Shri Lakshmi)

Spentex Industries Ltd. (Spentex)

SRF Ltd. (SRF)

Vardhman Textiles Ltd. (Vardhman)

Welspun India Ltd. (Welspun)

ANALYSIS OF COMPOSITE PROFITABILITY 
SCORES OF THE SELECTED COMPANIES REVEALS 
THAT SRF, VARDHMAN, BOMBAY RAYON, 
HIMATSINGKA, AND WELSPUN WERE ON TOP
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during the period under study. So, at a glance, uniformity 
among the selected profitability indicators of the companies 
under study was observed during the study period. In order 
to examine whether there was any relationship among the 
mean values of the selected measures of profitability, anal-
ysis of Kendall’s coefficient of concordance (W) was made 
in Table1 and also to test the significance of W, Chi-square 
(æ2) test was used. The computed value of W was 0.587, 
which was found to be statistically significant at 0.01 level. 
It confirms that there was a strong evidence of uniform-
ity among the selected measures of profitability during the 
study period.

B. In Table2, the profitability status of the selected com-
panies was measured more precisely using the composite 
profitability score. The composite rank of a company was 
ascertained on the basis of the sum of the individual ranks of 
the firm in respect of the mean values of the selected profit-
ability measures. The ultimate ranking was done following 
the principle that the lower the sum of individual ranks, the 
higher the profitability. Table 2 discloses that SRF captured 
the top most position and was followed by Vardhman, Bom-
bay Rayon, Himatsingka, Welspun, Shri Lakshmi, Century 
Enka, Arvind, Sangam, Raymond, Nahar, Gokaldas, Kou-
tons, S. Kumars, Garden, RSWM, Bombay Dyeing, KSL, 
Abhishek, Spentex, Alps and Eskay respectively.

C. The analysis of the relationship between overall prof-
itability and efficiency of fixed assets management and 
that between overall profitability and efficiency of work-
ing capital management of the selected companies were 
made in Table3.1 and Table3.2 respectively. The overall 
profitability was measured in terms of average ROCE, 
while the efficiency of fixed assets management and that 
of working capital management were ascertained on the 
basis of their respective turnover ratios. For the purpose of 
making the analysis three types of correlation coefficients 
were computed, viz. Pearson’s correlation coefficient, 
Spearman’s rank correlation coefficient and Kendall’s 
correlation coefficient. In order to judge whether these 
coefficients were statistically significant or not t-test was 
applied. Table 3.1 discloses that out of sixty six correlation 
coefficients between ROCE and fixed assets turnover ra-
tio (FATR), fifty seven coefficients were positive, of which 
thirty six coefficients were found to be statistically signif-
icant and the remaining nine coefficients were negative 
of which only one coefficient was found to be statistically 
significant. Table 3.1 also reveals that all the three corre-
lation coefficients computed on the basis of pooled data 
were significantly positive during the study period. The-
oretically, there should be a positive association between 
ROCE and FATR, and the net outcome derived from 

the correlation analysis also conforms to the theoretical 
argument. 

In Table3.2 it was shown that fifty one correlation co-
efficients, out of sixty six correlation coefficients between 
ROCE and WCTR, were positive, of which eight coeffi-
cients were statistically significant and fifteen coefficients 
were negative, but none of which was found to be statistical-
ly significant. However, all the three coefficients computed 
based on combined data set were positive and statistically 
significant even at 0.01 level. So, the net result of this analysis 
also corroborate the theoretical argument that the efficiency 
of the company in managing its working capital has a posi-
tive influence on its overall profitability.

D. In Table4 an effort was made to investigate the joint 
influence of the efficiency of fixed assets management and 
working capital management of the selected companies on 
their overall profitability by applying multiple regression 
analysis and multiple correlation analysis. The partial cor-
relation coefficients and multiple correlation coefficients 
were tested by using the t-test and the F-test respectively. 
The regression equation fitted in this table was: ROCE = 
b

0
 + b

1
.FATR + b

2
.WCTR, where b

0
 was the intercept 

and b
1
 and b

2
 were the partial regression coefficients. Table 

4 exhibits that when FATR increased by one unit, the 
ROCE went up in eighteen out of twenty two selected 
companies and the increases in ROCE were found to be 
statistically significant in fourteen companies whereas for 
one unit increase in FATR the ROCE came down in 
four companies but none of the decreases in ROCE was 
found to be statistically significant.  For one unit increase 
in WCTR, the ROCE increased in eight companies, of 
which three were observed to be significant statistically 
whereas it reduced in fourteen companies, of which one 
decrease was found to be significant. The multiple corre-
lation coefficient of ROCE on FATR and WCTR of the 
sample companies ranged between 0.109 (Century Enka) 
and 0.974 (Bombay Rayon) during the study period. 
These coefficients were found to statistically significant in 
eleven companies. It implies that the joint influence of the 
company’s efficiency in managing fixed assets and work-
ing capital was notable in eleven companies during the 
study period. Table4 also contains the outcomes derived 
from the multiple regression analysis and multiple corre-
lation analysis which were made using the combined data 
set of the twenty two selected companies for the study 
period. The combined data set consists of two hundred 
and twenty observations for each of the variables. The re-
sult obtained in Table4 using the combined data set indi-
cates that  for one unit increase in FATR and WCTR, 
the ROCE increased by 1.72 units and 0.111 units re-
spectively and these coefficients (b

1
 and b

2
) were found 
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to be statistically significant at 0.01 level. The multiple 
correlation coefficient of ROCE on FATR and WCTR 
worked out using the pooled data was 0.597, which was 
found to be statistically significant at 0.01 level. This table 
also reveals that the coefficient of multiple determination 
(R2) ascertained on the basis of the pooled data was 0.357 
which indicates that the FATR and WCTR of the select-
ed companies contributed jointly 35.70% of the variation 
in their ROCE during the study period.  

Concluding remarks
A. Himatsingka proved itself as the best performer in 
terms of mean GPR, OPR and NPR amongst the se-
lected twenty two companies during the study period 
whereas Koutons captured the least rank in respect of 
average OPR and Abhishek was placed in the worst po-
sitions in respect of average GPR and average NPR dur-
ing the same period. The top-most positions in respect of 
mean values of ROCE, RONW and EPS were captured 
by SRF, Koutons, and Vardhman respectively whereas Es-
kay was the worst performer in terms of all the above 
three parameters of profitability during the study period. 
The net outcome derived from the analysis of Kendall’s 
coefficient of concordance indicates a strong evidence of 
uniformity among the mean values of the selected meas-
ures of profitability during the study period.

B. The analysis of composite profitability scores of the 
selected companies reveals that SRF, Vardhman, Bombay 
rayon, Himatsingka, and Welspun were the top five com-
panies amongst the selected ones while Eskay, Alps, Spen-
tex, Abhishek and Bombay Dyeing were placed in the last 
five positions respectively during the study period.

C. A significant positive correlation between overall prof-

itability (as indicated by ROCE) and efficiency in fixed 
assets management (as indicated by FATR) was observed 
in 54.55 percent cases whereas in only 1.52 percent cas-
es the impact of fixed assets management on profitability 
was significantly negative. The findings of the pooled cor-
relation analysis also show that the association between 
profitability and fixed assets management was positive and 
significant during the study period. Therefore, the net 
outcome derived from the analysis of the interrelationship 
between fixed assets management of the selected com-
panies and their profitability reflects that the fixed assets 
management of the companies made notable contribu-
tion towards improving their overall profitability during 
the study period.

D. The analysis of correlation between efficiency in 
working capital management (as indicated by WCTR) 
and overall profitability (as measured by ROCE) reveals 
that the relationship was positive in 77.27 percent cases 
while the same was negative in 22.73 percent cases. How-
ever, a significant positive relationship was found only in 
12.12 percent cases while no significant negative associa-
tion was observed during the study period. Moreover, the 
analysis of correlation between ROCE and WCTR based 
on the pooled data set also provides a strong evidence 
of significant favourable impact of WCTR on ROCE. It 
reflects that the contribution made by the working capital 
management of the selected companies towards amplify-
ing their overall profitability was noticeable during the 
study period.

E. The empirical results of the study of multiple regres-
sion of overall profitability on the efficiency in managing 
fixed assets and working capital show that the impact of 
fixed assets management  on the overall profitability  was 

ANALYSIS OF KENDALL’S COEFFICIENT OF 
CONCORDANCE INDICATES A STRONG EVIDENCE 
OF UNIFORMITY AMONG THE MEAN VALUES OF 
THE SELECTED MEASURES OF PROFITABILITY
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strongly favourable in 63.64 percent cases whereas the 
same was not notably adverse in any case. However, the 
positive influence of working capital management on the 
overall profitability was found to be significant in 13.64 
percent cases while the negative influence was found to 
be significant in 4.55 percent cases also. Hence, the find-
ings of this analysis provide an evidence of notable con-
tribution of fixed assets management as well as working 
capital management towards enhancing the overall profit-
ability of the sample companies during the period under 
study. The outcome derived from the multiple regression 
of ROCE on FATR and WCTR using the pooled data 
shows that the partial regression coefficient of FATR on 
ROCE and that of WCTR on ROCE were positive and 
found to be statistically significant. It implies that there 
was a significant positive influence of fixed assets man-
agement and working capital management of the selected 
companies on their profitability during the study period. 

This inference is also confirmed by the net outcome de-
rived from the analysis of multiple correlation of ROCE 
on FATR and WCTR as the multiple correlation coeffi-
cient in fifty percent cases and also the same coefficient in 
case of the pooled data were significant during the study 
period.
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The findings of this analysis 
provide an evidence of notable 
contribution of fixed assets 
management as well as 
working capital management 
towards enhancing the overall 
profitability of the sample 
companies during the period 
under study
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TELECOM INFRASTRUCTURE 
TOWERS: COST ISSUES
The best practices in infrastructure management are remote 
monitoring systems (to reduce trucking expenses) and the use 
of renewable energy sources such as solar and wind

CMA M Govindarajan
Sr. Accounts 

Officer (Taxation), 
BSNL, Madurai

With the advent of liberalized policy 
in telecom sector by allowing the 
private operators to participate in 

the sector lead to the vast development in tel-
ecom sector especially in cellular phones.  The 
mobile phones working in the wireless mode 
requires the installation of towers in the service 
area.  The phenomenal growth in mobile sub-
scribers in India over the past years has created 
huge opportunities for the telecom industry ac-
tivity.  The telecom network services in India are 
being expanded in order to meet the in-house 
demands and also set new world standards.  Tel-
ecom infrastructure in India has brought Indian 
telecom industry in an enviable position, as it is 
second amongst the emerging nations of Asia.  
The telecom tower sector is a very capital inten-
sive sector and involves high value investments.  
In this article the issues relating to cost in respect 
of telecom towers are discussed

Telecom towers
The exponential wireless subscriber growth wit-
nessed in the country over the latter half of the 
last decade  Between 2006 and 2011, the indus-
try almost quadrupled in size with number of 
towers growing from 85,000 to over 3,70,000 
as on March 2011 and 4,00,000 as on January 
2012.   The number of towers is expected to go 
up by an addition 60,000 by September 2014 
and the industry is expected to grow by 20-25% 
during the next five years.

According to the data provided by Minister of 
State for Communications and IT Milind Deora,  

India has total 7,36,654 base transceiver stations 
(BTS -2G GSM and CDMA & 3G Mobile Tow-
ers) while out of  that only 96,212 BTSs have 
been installed to provide 3G mobile and data ser-
vices in the country till the 30 November 2012.

NUMBER OF BTSs AS ON 30.11.2012

Sl.No. Name of LSA Number of BTSs
1 Andhra Pradesh 60368
2 Assam 14015
3 Bihar 44613
4 Chennai 21187
5 Delhi 21992
6 Gujarat 46105
7 Haryana 17650
8 Himachal Pradesh 6933
9 Jammu & Kashmir 10392
10 Karnataka 53627
11 Kerala 34266
12 Kolkata 18546
13 Maharastra 63604
14 Madhya Pradesh 44933
15 Mumbai 29027
16 North East 7722
17 Orissa 19819
18 Punjab 26531
19 Rajasthan 34692
20 Tamil Nadu (Except  Chennai) 46467
21 Uttar Pradesh (East) 45556
22 Uttar Pradesh (West) 39256
23 West Bengal 29353

TOTAL 736654
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For 3G mobile and data services, Tamil Nadu circle has 
maximum of 9,350 BTSs, followed by Delhi and NCR 
with 8,405 BTSs, Maharashtra and Goa (excluding Mum-
bai) with 8,377 BTSs. Mumbai had 6,622 BTSs for 3G 
services as on November 30, 2012. Out of 640 districts of 
India, 610 districts are being covered by 3G services as on 
November 2012.

As per present 3G service rolls out norms, mobile oper-
ators that have won 3G spectrum in 2010, are required to 
provide street level coverage in at least 90% of service area 
in Metros within 5 years of the date (till 2015) they were 
allocated 3G spectrum.

For other than Metro circles, operators are required to 
cover 50 percent of district headquarters (DHQs) which 
should be 90% of the area bounded by municipal or local 
body (Panchayat – Jila Parishad) limits till the year of 2015.  
It seems that uptake of 3G services is also hampered by the 
fact that no 3G operator covering the entire country or 
not providing street level indoor and outdoor 3G coverage 
in all circles across India.

Mobile network
Mobile network is classified into three types, one is active 
infrastructure or electronic infrastructure, the second one 
is passive infrastructure or non electronic infrastructure 
and the third one is backhaul.  The key components of the 
said are described in the following table:

Types of towers
Telecom towers are broadly classified on the basis of their 
placement as Ground-based and Roof-top. 
(i) Ground-Based Tower: Erected on the ground, 
ground-based towers (GBTs) are taller (typically 200 to 
400 feet) and are mostly used in rural and semi-urban areas 
because of the easy availability of real-estate space there. 
GBTs involve a capital expenditure in the range of Rs. 
2.4 to 2.8 million, depending on the height of the tower. 
(ii) Roof-Top Tower (RTT): Roof-top towers (RTTs), 
which are generally placed on the roofs of high-rise build-

ings, are shorter (than GBTs) and more common in urban 
and highly populated areas, where there is paucity of re-
al-estate space. Typically, these involve a capital expenditure 
of Rs. 1.5 to 2 million. 

It is the height of a telecom tower that determines the 
number of antennas that can be accommodated, which in 
turn determines the capacity of the towers, apart from fac-
tors such as location and geographical conditions (wind 
speeds, type of terrain, etc.). Hence, typically, while GBTs 
can accommodate up to six tenants, RTTs can accommo-
date two to three tenants.

Objectives
A tower is expected to accomplish one or more of the 
following objectives:
• Coverage – a new tower  is to provide coverage over the 
areas  that do not have currently 
Coverage;
• Capacity – a new tower provides additional capacity for 
handling more calls in areas 
Where existing towers are overloaded;
• Quality – a new tower can provide better coverage over 
an area  where call drops are high
Or quality of the calls is poor.

Target for tower industry
To ensure reduction in carbon footprint, the Telecom 
Regulatory Authority of India (‘TRAI’ for short) in its 
recommendations on “Approach towards Green telecom-
munications” provided that 50% of all rural towers and 
20% of the urban towers should be powered by hybrid 
power by 2015. 75% of rural towers and 33% of urban 
towers are to be powered by hybrid energy by 2020.  All 
telecom products, equipments and services should be as-
sessed for energy efficiency and performances and should 
be green pass port certified by 2015 on the basis of Energy 
Consumption rating (ECR).    The operators will have to 
submit the carbon foot print of their network twice a year 
to TRAI. The recommendations have since been accepted 
by the Government.   During January 2013, the Depart-
ment of Telecom (‘DoT’ for short)  released guidelines for 
the implementation of Green Telecom. 

TRAI has fixed the targets for limiting carbon emissions 
in the country 
• Up to 8% by 2012-13;
• 12% by 2014-15;
• 17% by 2016-17;
• 25% by 2018 – 19.

Cost of tower 
The Industry faces challenges related huge capex invest-

Active infrastructure Passive Infrastructure

Key components include-
- Spectrum (radio frequency);
- Base tower station;
- Microwave radio equipment;
- Switches;
- Antennas;
- �Transreceivers for signal 

processing and transmission, 
etc.

Key components include-
- Steel tower/antenna mounting 
structures;
- Base tower station shelters;
- Power supply;
- Batter bank;
- Invertors;
- �Diesel generators set for back 

up;’
- Air conditioner;
- Fire extinguisher;
- Security cabin, etc.,
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ments vis-à-vis low returns on investment.   The industry 
is working towards moving to a fixed cost model. Ground 
based towers are erected on open ground with founda-
tions.  The height of these towers is normally 30 to 200 
meters.  Most of the towers are of 40 meters height.   The 
approximate cost of setting up of a ground based tower is 
Rs.25 lakh to 30 lakh depending on the height of the tow-
er.  Roof top towers are erected on top of the roof of the 
existing buildings with raised columns and tie beams.  The 
height of these towers may be 9 to 30 meters.  The capital 
expenditure for setting up such towers is Rs.15 lakhs to 
Rs.20 lakhs.

Cost factors
	 Civil cost – Pouring concrete;
	 Mast and its erection;
	 Back up generators;
	 Fencing;
	 Tiny air conditioned shack;
	 Security systems.
	 Baseband processors
	 Transreceivers
	 Power supplies 
	 Amplifiers
	 Cost to connect the tower to the core network

Bulk of the cost is for civil installation.   This cost may 
be less in urban areas by placing towers on top of buildings.   
Ongoing costs for maintenance, diesel fuel will be there.

The telecom tower segment has witnessed significant 
growth in the past few years.   The tower base has increased 
fro 160000 in 2009 to 3,92,000 in 2012.   The number of 
Base Receiver stations has also increased from 2,36,000 to 
735000 during the same period.

With increasing competition telecom companies today 
have to be better than their companies in at least two out 
of the three business function-managing/expanding net-
work and infrastructure, improving customer intimacy and 
creating rich services/content.  Cost optimization and rev-
enue generation strategies are essential to success.

Globally tower assets are valued at between @450000 
and @ 650000 per tower.  Operators’ margin from in-
frastructure sharing is dependent on tenancy ratios which 
have a positive relation with profitability.   Rental revenue, 
EBITDA, EVITDA margin and PAT all rise with the in-
crease in the number of tenants.   At the same the rent per 
tenant decreases.

Infrastructure sharing
Infrastructure sharing, which provides significant cost 
savings while rolling out mobile work, is increasingly be 
adopted by operators around the world. Coupled with fall-
ing tariffs and low ARPUs promoted operators to share 

infrastructure to maintain margins and reduce costs. To-
day the infrastructure sharing model has been adopted by 
prominent Indian Telecom service providers.

There are primarily two types of infrastructure sharing – 
active and passing.  While the former involves the sharing 
of only physical infrastructure and space, the latter involves 
the sharing of some of the constituents of the active net-
work layer.  There are various models:
- Site sharing,
- Mast sharing
- Radio access network sharing;
- Core network sharing; and
- Network roaming.

The Department of Telecommunications approved the 
TRAI’s recommendations of allowing active infrastruc-
ture sharing among service providers which enables for 
the easier entry for the new players, faster roll out of 
network and services in underserved and rural areas, in-
creased competition, more competitive tariffs and opex 
and capex savings.

		
The following are the challenges:
•	 It is difficult to formulate an effective business model 

while taking into account factors like contract duration;
•	 Dividing the cost of operating and maintaining the 

shared infrastructure;
•	 It is difficult to organize the shared and the dedicated 

parts of infrastructure;
•	 Sharing has an adverse impact of quality of 2G services;
•	 Vendor compatibility and support are the other issues;
•	 Site acquisition continues to be single biggest challenge 

faced by the service providers.
With the industry’s power, fuel, rental and security ex-

penses are around $1billion each, cost optimization is es-
sential.   The passive infrastructure cost component in cap-
ital expenditure is going up.  With sharing, operators can 
save $ 8 to $13 billion in capital expenditure in four years.

Operators’ opex savings from infrastructure sharing will 
be $ 1 billion per annum, mainly through a reduction of 
Rs.18000 to 20000 per tower per month in fixed por-
tion of opex which comprises ground rent, security etc.,   
Operators might also enjoy cost savings of Rs.25,000 to 
30000 per tower per month for semi variable items like 
diesel and electricity.

Infrastructure sharing will enable operators to maintain 
their operating margins, despite falling tariff, keep rentals 
low despite high demand and service the rural population 
characterized by a high cost per subscriber.

The infrastructure management model should be capa-
ble of achieving zero break downs and defects, optional life 
and availability of telecom equipment, low machine life 
cycle costs and maximum productivity of resources.
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The best practices in infrastructure resource planning 
include identifying the input, output and stakeholders of 
every activity and adopting the following five pronged ap-
proach to each of the identified activities:
•	 Process;
•	 Competency;
•	 Documentation;
•	 Ownership and
•	 Identifying the volume of tasks.

The industry is also moving towards the enhanced use 
of high capacity multi tenant towers.   In order to reduce 
costs, it is looking at streamlining tower designs and mak-
ing them light weight and tubular.  Companies are also 
aiming to downsize older uneconomical towers that cater 
to only one or two tenants.

The industry recognized the value of sharing infrastruc-
ture instead of setting up their own towers.  44,000 new 
towers will require for this period.   The current tower 
sharing ratio is 1.7 which is expected to be increased to 
2.46.

Through shared mobile infrastructure Scheme 7353 tel-
ecom towers have been set up in remote areas with the 
participation of infrastructure providers and Universal ser-
vice providers.  The Infrastructure Providers provide the 
towers and the USPs  provide the base transreceiver station 
(BTS).

Energy problem
Telecom towers are expected to run 24 x 7 to provide 
uninterrupted service.   The energy requirement will be 
high for deployment of 3G and 4G and also for net work 
coverage in rural areas.  Metro and Category A cities have 
highly clustered tower networks which results in high 
energy demand.   Interrupted power supply is the major 
issue.  Grid power has failed to meet the demand.   Of 
the 22 telecom circles only 13 circles have grid power 
availability for more than 15 hours.   The tower industry 
has adopted several energy storage solutions for powering 
sites.  Diesel back up is an expensive.  Alternative energy 
solution for this problem is to be carved out. Accord-
ing to TRA’s report it takes 8760 litres of diesel to run 
the towers.  The tower and infrastructure providers Asso-
ciation (TAIPA) estimated that the telecom companies 
would need Rs.33,000 crores to meet the green initiative 
targets set by DoT.  

The diesel generators, battery banks may not be com-
mercially viable for long term.   Reducing diesel con-
sumption is a challenge for infrastructure providers.   

Stringent deadlines have been set by the Government 
for adopting renewable energy for running towers site in 
rural areas.   The industry felt that operating 50% and 70% 
of towers on renewable sources by 2015 and 2020 respec-

tively is a very ambitious target and will have severe cost 
implication for the industry.

The diesel operator sets have been preferred for reduc-
ing the dependence of grid.   The Indian Telecom Industry 
consumes around 2 billion liters of diesel every year for 
tower operations and every liter of diesel emits about 2.7 
Kg. of carbon dioxide.   Therefore the total annual Car-
bon-di-oxide emission in the telecom industry stands at 
about 6 million ton.

Currently 4,25,000 towers require about 16.5 billion 
units of energy.   The industry consumes 2.2 billion litres 
of diesel at a cost of Rs.100 billion.   By 2015 their cost is 
expected to reach 2.5 billion litres amount to cost Rs.120 
billion to power telecom sites.

Going forward, the Chief Technological Officer, Bharti 
Infotel told that there is a need to explore other alternative 
energy services to make a shift from diesel use.   Currently 
wind, biomass and fuel cells are being considered com-
mercially viable options.   While wind energy is one of the 
cheapest sources, its deployment is limited to sites located 
in coastal regions in Southern and Western India.  Biomass 
is a power technology but fuel procurement is a key area 
of concern.  

The cost of energy required to run a telecom tower site 
has been the subject of much industry debate.   The main 
factors driving up energy costs are the prohibiting price of 
diesel and of transporting fuel to remote area.   Renewable 
energy sources such as solar power are a visible solution.

The infrastructure sharing is in a growing trend for the 
last four to five years.   Currently there is no exclusive site 
for a single operator.  Sharing results in a 25% reduction 
in energy consumption in a tenant scenario.  The tower 
companies face-
•	 Meeting 24 x 7 connectivity demands; and
•	 The need to optimize costs on the business side;

The tower industry along with TRAI and Ministry of 
New and Renewable Energy is working towards develop-
ing a sustainable and commercially and technically viable 
renewable energy model.  Solar, biomass and fuel cells are 
technically viable technologies for telecom sites.   Their 
commercial viability is to be decided.

i) VRLA
Value Regulated Lead Acid batteries – significant cost sav-
ings can be achieved.   This can reduce diesel operation 
hours by 12 hours at an off grid site and by 8 hours in a site 
with poor grid availability thereby resulting in 60% and 
52% cost saving. The solution brings maximum.

Cost savings about 80% at a solar hybrid site where die-
sel generator set use can be eliminated and towers can be 
operated through a batter, solar energy and grid electric-
ity.  It can bring annual opex savings of Rs.2,90,000/- to 
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Rs.4,60,000/-.   Using an advanced VRLA convention-
al energy solution along with other conventional energy 
solution at an off grid site could result in annual open 
savings of Rs.4,40,000/-; For a poor grid site it will be 
Rs.2,90,000/-
ii) Fuel cell
It also results in the complete elimination of diesel genera-
tor sets.   An advanced VRLA battery is used primary back 
up while a fuel cell is used for providing extended back up.   
It is opt for sites located in the vicinity of hydrogen source.   
The sites with erratic and discontinuous grid availabili-
ty and those having ground based towers can also apply 
fuel cell solutions for energy storage.   It is an expensive 
solution.   The unit cost is around Rs.24/- which includes 
both fuel and logistics costs.  It is a very recent technology 
and lacks the skilled manpower required for its operation.   
The total cost of ownership (TCO) is the highest when 
compared to the other hybrid solution.

iii) Lithium iron battery
It also results in the complete elimination of a diesel gener-
ator set from a site.   These are use for cyclic application.   It 
is much helpful for sites with power and erratic grid sup-
ply.   It is also suitable for both the ground based tower and 
roof top sites.   It is a highly cost effective solution.   It oc-
cupies lower space; lower maintenance requirements; pro-
vides improved performance and offers higher reliability.

Remote monitoring of energy management
Another challenge is remote monitoring of energy man-
agement.   It is required that the remote management must 
be seen from the perspective of securing timely and accu-
rate information. Energy cost reduction may be achieved 
through-
•	 Improved productivity and efficiency;
•	 Higher tenancy;
•	 Making payment within the time frame without dis-

pute;
•	 Acting as a one stop for the operator as well as the min-

imum carbon foot print.
Lack of understanding or the interactive effects of ener-

gy efficiency and dynamic spectrum management results 
in higher energy costs.   Some issues in minimizing energy 
are-
•	 The energy saving potential of taking an energy effi-

ciency measure or adopting a renewable energy option 
is specific to the tower site and cost benefit differently;

•	 The power usage effectiveness (PVF) at tower sites var-
ies from 1.27 to 3.   It is a major impact on the capex and 
opex requirements of renewable energy technologies;

•	 The core direct current load for an indoor site is 35.50% 
of the total energy consumption.   The remaining ener-

gy is utilized for air conditioning etc.,

Tax
Taxes and duties constitute a significant proportion of di-
rect costs.   The variation in percentage of sales tax/VAT 
ranges from 12% to 25%. If GST is implemented it is ex-
pected 16% of tax will reduce the tax burden.   The Gov-
ernment conferred infrastructure status to Telecom tower 
industry.  TRAI has recommended that telecom infrastruc-
ture provider companies should be extended tax benefits 
under Section 80-IA.

Spectrum
The majority of operators are currently offering services 
using spectrum in the 1800 MHz and 2100 MHz which 
call for denser networks as against spectrum in the 800 
MHz or 900 MHz band.

Problems with State Government
In last few years, a large number of towers with close prox-
imity, especially in metro and urban areas, has raised several 
concerns about aesthetics, health issues concerning radia-
tion hazards and safety of telecom towers. The use of power 
generators to address lack of un-interrupted power supply 
also adds to pollution. As a result, stringent conditions have 
been imposed by various civic authorities for erection of 
towers. These include requirements such as advance clear-
ance from Resident Welfare Associations (RWAs) in case 
of residential areas, structural safety certificate, clearance 
from pollution control authorities and fire authorities. At 
times there are huge delays in granting the permission. 
Moreover, there has been multi fold enhancement in levies 
for grant of permission.

•	 There have been several instances of unnecessary delays 
by local authorities while granting permission for erect-
ing towers and developing infrastructure;

•	 The policy guidelines vary across the country with ach 
state having its own set of regulations.   This leads to in-
consistency in procedures as well as imposition of varied 
charges for the installation of towers;

•	 Inadequate power supply, high costs of back up power, 
theft of diesel and low availability of alternative power 
solution;

•	 The lack of grid power availability in remote areas con-
tinues to compel tower companies to rely on diesel in-
creasing their operational expenditure;

•	 Currently there is no mandatory design specification for 
telecom tower construction which lead to companies 
adopting customize design based on their own prefer-
ences and requirements.
An Infrastructure provider has to obtain the following 
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Certificate from the State Government/Local bodies:
•	 Copy of structural stability certificate for ground based 

tower. In case of roof top BTS towers, structural stability 
certificate for the building and tower based on writ-
ten approvals of any authorized Structural Engineer of 
state/local bodies/Central Building Research Institute 
(CBRI), Roorkee/ IIT/NIT or any other agency au-
thorized by local body. 

•	 Copy of clearance from Fire Safety Department only 
in case for high rise buildings where Fire Clearance is 
mandatory;

•	 For forest protected areas, the copy of clearance from 
State Environment & Forest Department, if applicable. 

•	 The local bodies may also seek submission of the copy 
of No Objection Certificate (NOC) from Building 
Owner / entities having roof top rights or roof top ten-
ants in case of roof based tower/ land owner in case of 
ground based tower, as the case may be. As per their rules 
in force, State Governments, at their discretion, may seek 
fresh NOC at the time of renewal of site (tenancy) con-
tract for mobile tower. 
The Infrastructure service providers are facing difficul-

ties in getting clearance in respect of the above.   

Role of TRAI
TRAI has recommended that the Infrastructure Pro-
viders (IP-1) should be brought under Unified licence.   
The Authority recommended that DoT should clarify 
this position – that the local authority’s power in terms 
of exercising the provisions of the Indian Telegraph Act, 
1885 is limited only to those properties that are vested in 
or under the control or management of local authority 
- to all the State Governments for strict compliance by 
local authorities.  The Authority further recommended 
that-
•	 The Central Government should appoint Joint Secre-

tary in DoT as the Dispute Resolution Authority for 
dealing with the cases of refusal of permission or im-
position of conditions for granting permission by local 
authority.

•	 A maximum of forty five (45) days should be prescribed 
for grant of 24 permission by the local authority for es-
tablishing telegraph line/ post/ laying of cable.

•	 DoT should address all State Governments to direct the 
Power Distribution companies in the States to provide 
grid power connectivity on priority for telecom tower 
sites.

•	 IP-I and telecom service providers should be mandat-
ed to share IBS/DAS system deployed in the buildings, 
complexes or streets. 

•	 DoT should advise all ministries to provide, within next 
one year IBS/DAS solutions in all Central Government 

buildings including central PSU buildings, Airports and 
buildings falling under their jurisdiction & control.

•	 All State Governments should be similarly advised to 
provide/mandate, within next one year, IBS/DAS solu-
tions in all buildings including hospitals having more 
than 100 beds and shopping malls of more than 25000 
square feet super built area.

•	 A single window system for providing clearance to the 
operators intending to establish cable landing station 
should be established at DoT. The operator desiring 
to establish cable landing station should submit all the 
forms required by all concerned ministries to this single 
window agency and final approval of clearance should 
be intimated by the single window agency within six 
months.

•	 Infrastructure providers should be permitted to install 
and share active network limited to antenna, feeder ca-
ble, Node B, Radio Access Network (RAN) and trans-
mission system, subject to the condition that they are 
brought under the Unified Licensing regime as recom-
mended by the Authority in May 2010. 

•	 Such Unified licencee should also be permitted to pos-
sess and maintain wireless telegraphy equipment. 

•	 Such Unified licencee may also be assigned spectrum 
for providing backhaul through microwave system.

•	 Infrastructure sharing should be mandated in locations 
of heritage, security and environmental importance.

DoT’s guidelines
In line with the recommendations of TRAI,  DoT issued 
guidelines for the actions to be taken by State Govern-
ment/Local Body, with effect from 01.08.2013 as detailed 
below:
 �Nominal one time Administrative Fee as may be decid-

ed by the State Government to recover its costs on the 
issue of permission for installation of Tower. 

 �Single Window Clearance may be provided in a time 
bound manner to telecom service provider / infra-
structure provider by the local body / State Govern-
ment. This will ensure issuance of faster clearances. 

 �Telecom towers have been given infrastructure status 
by Government of India vide gazette notification no 
81 dated 28.03.2012. All benefits, as applicable to in-
frastructure industry, should be extended. Electricity 
connection may be provided to BTS site on priority. 

 �Telecom installations are lifeline installations and a crit-
ical infrastructure in mobile communication. In order 
to avoid disruption in mobile communication, an es-
sential service, sealing of BTS towers / disconnection 
of electricity may not be resorted to without the con-
sent of the respective TERM Cell of DoT in respect of 
the EMF related issues. 
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 �State Governments along with DoT may organise pub-
lic awareness programmes involving civil society mem-
bers. 

 �In order to effectively address Public Grievances relat-
ing to installation of towers and issues related to tele-
com infrastructure, State Governments may setup: 

•	 State Level Telecom Committee (STC) consisting of 
Officers from TERM Cells, State Administration, rep-
resentative(s) of concerned Telecom Service Provider(s) 
and eminent public persons etc.,;

•	 District Level Telecom Committee (DTC) consisting of 
officers from District Administration, representative(s) 
of concerned Telecom Service Provider(s) and eminent 
public persons etc.,

Recent trend
As discussed above TRAI submitted a proposal to bring 
tower companies under licensing on grounds that it would 
liable them to reduce restrictions from different local bod-
ies while being rolled out.   By this the Government would 
get additional revenue of Rs.2000 crores.  Accordingly the 
Department of Telecom has decided to bring telecom 
tower companies under the purview of the Unified Li-
cence Regime.   Till now the tower companies were given 

‘infrastructure’ status and hence they were required to pay 
revenue share to the Government.   The tower companies 
opposed the move of DoT and they worry that it would 
drive some companies out of the business.

Conclusion
The best practices in infrastructure management can be 
summed as cost efficient design of telecom towers:
•	 Remote monitoring system (to reduce trucking ex-

penses);
•	 Use of renewable energy sources such as solar and wind 

the fee site.
Sixty percent of the capex cost is on account of passive 

infrastructure and the balance 40% is active.  Out of 40%, 
only 20-25% is shareable.  Active infrastructure sharing 
needs to be done in a way that prevents cartelization and 
anti-competitive behavior.

It is important to undertake adequate upfront analysis 
specific to each tower site, based on detailed measurement 
and verification of energy performance in order to de-
velop a site specific energy efficiency to optimum energy 
costs for telecom towers.  It is needed to compare multiple 
technologies with different capital costs and performance, 
determine optimum storage size and configuration, un-
derstand product warranty implications and determine 
operating strategies to maximize profit.

The Government has given infrastructure status to the 
tower companies which will make it easier for them to set 
viability gap funding.  The industry expects a status at par 
with other infrastructure sectors like roads, ports, highways 
etc.  The industry also expects to review the decision of 
DoT to bring the tower industry under a unified licence 
scheme.
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It is important to undertake 
adequate upfront analysis 
specific to each tower site, 
based on detailed measurement 
and verification of energy 
performance in order to develop 
a site specific energy efficiency 
to optimum energy costs for 
telecom towers

Obituary
The Institute and its members deeply mourn 
the demise of CMA P. N. Deb Goswami a 
senior member of the Institute, who left for 
his heavenly abode on 30th November, 2013. 
During his professional career, he served many 
organizations in various capacities.  

May his family have the courage and strength 
to overcome the loss.



THE MANAGEMENT ACCOUNTANT FEBRUARY 201482 www.icmai.in

TAXATION

The relative stability that prevailed in the 
Central Excise Valuation Arena since the 
landmark year 2000 has been unhinged 

by the consequences of the watershed judgment 
of the Supreme Court of India in the case of 
FIAT INDIA LTD [2012-TIOL-58-SC-CX & 
2012 (283) E.L.T. 161 (S.C)].  In a stunning de-
velopment in the later half of 2012, the Hon’ble 

Apex Court laid down the unexpected ratio that 
a loss-making price would not be a normal val-
ue since it was premised upon the commercial 
consideration of market penetration.  The Court 
reached the conclusion in the context of FIAT In-
dia Ltd selling their cars at a loss (below the cost 
of manufacture) in order to penetrate the market.   
The judgment was left somewhat open-ended by 

REVENUE IN THE DRIVER’S SEAT: 
CBEC'S ACTION PLAN ON THE FIAT 
INDIA JUDGMENT TAX TROVE
There are a lot of grey areas on which sufficient light will be 
required to be shone. The CBEC Circular has a silver lining in 
the bleak skies when it undertakes to find out whether loss-
making sales are in line with accepted business practices
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the Apex Court as it said that there could be some circum-
stances when sales at a value below the cost of manufacture 
could still be gone through at the transaction value for the 
purpose of payment of excise duty.  The Court dealt lightly 
with the possible exclusions by illustrating just two examples 
of when a manufacturer has to switch over his business for 
any other manufacturing activity or when the goods could 
not be sold within a reasonable time and thus cannot fetch 
a market price over the cost of manufacture. Other likely 
situations warranting a similar treatment of exclusion have 
not been touched upon. The Fiat India judgment made one 
thing absolutely clear. It was that a price below the cost of 
manufacture to push the products into the market cannot 
constitute acceptable assessable value under Section 4(1) of 
the Central Excise Act, 1944. In other words, in such a sce-
nario, the assessable value for the purpose of excise duty 
calculation would have to be determined in line with the 
provisions and methods enumerated in the Central Excise 
Valuation Rules.   A detailed analysis of the Supreme Court 
judgment in the Fiat Industry case is available in the Man-
agement Accountant issue dated October, 2012. 

The unexpected FIAT judgment has predictably caused 
disappointment and concern in the industry and business. 
The undertakings belonging to the Central and State Gov-
ernments cannot also remain immune from the fall-out of 
this judgment. The case has likely echoes in other indirect 
tax laws such as Service Tax and Value Added Tax.  In the af-
termath of this unexpected bolt from the blue, the industry 
fondly hoped, perhaps somewhat naively, that the Central 
Government would amend the Valuation Rules to cancel 
the negative effects of the FIAT case law so as to benefit the 
trade and industry. Nothing of the sort has happened.  It is of 
course natural for the Revenue department to seize the in-
itiative fallen on a platter to it and seek to milk its tax-max-
imizing effects. The only thing that could be appreciated in 
this saga was the welcome respite of more than a year from 
the Revenue regarding their plans to put the FIAT judg-

ment to good effect. The Central Board of Excise and Cus-
toms has now come out with a Circular No.979/03/2014-
CX dated 15th January, 2014 with a detailed action plan for 
their implementation of the decision of the Supreme Court 
in the case of FIAT India.  The CBEC has to be comple-
mented for coming out with how they propose to make use 
of the fall-out of the FIAT India case law. Now there is a 
certain level of clarity regarding the intentions of the Reve-
nue vis-à-vis the FIAT case verdict. Let us now analyse the 
decision-making contours unveiled by the department in 
their administrative follow-up of the tax effect of the FIAT 
case judgment which is bound to have considerable Reve-
nue significance.   

The opening salvo
The Circular highlights the prospect that the Reve-
nue would reject the transaction value declared by the 
Central Excise Assessees under Section 4 and invoke the 
provisions of Central Excise Valuation Rules to reassess 
the Central Excise Duty in cases where the price adopt-
ed is substantially lower than the cost of manufacture.   
Whether cost differences of a minor nature would be 
forgiven by the Department of Revenue is not clear from 
the circular.  In some cases, the unit differences in cost 
would be small but the volume of transactions may be 
huge and in other cases individual items may have large 
cost differential but the number of transactions may be 
few and far in between.   It is not clear as to what Rev-
enue will do in such circumstances.  It will be better for 
all the stake holders if the Revenue could come out with 
precise guidelines on what constitutes substantive level 
below the cost of manufacture so as to become unaccept-
able to the Revenue.

The sale cicumstances eligible for exemption from 
the application of the circular
The Circular has simply reiterated the two illustrations (in 

THE JUDGMENT HAS CAUSED DISAPPOINTMENT 
AND CONCERN IN INDUSTRY AND BUSINESS. 
UNDERTAKINGS BELONGING TO THE CENTRAL AND 
STATE GOVERNMENTS CANNOT REMAIN IMMUNE
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the Fiat India judgment) that the Apex Court has cited, 
namely, where a manufacturer was to switch over his busi-
ness for any other manufacturing activity or where the 
goods could not be sold within a reasonable time as in-
stances of exclusion from the application of the effect of 
the FIAT India judgment.   The Government could have 
analysed and exempted various possible mitigating circum-
stances such as the following:-
•	 Distress sales caused by unanticipated circumstances of a 

dire nature such as flood damage, epidemics, earthquakes 
and acts of God etc necessitating temporary sales at a huge 
discount to the cost of manufacture.

•	 A startup company may not be in a position to sell ini-
tially at cost plus profit.  The first sales of new ventures for 
a period of say three months or six months may have to 
be cleared at a loss price for a variety of reasons.

•	 Refusal of customers to honour the value originally 
adopted and seeking a steep discount resulting in a loss 
price.

•	 Resale of sales returns may not often fetch the original 
market price. 
These illustrations are not exhaustive.  The Government 

ought to constitute a Committee or a Study Group to 
go into such issues and come out with comprehensive 
guidelines to exclude situations of unusual hardship or 
genuine commercial practice from the devastating effects 
of the application of the CBEC circular. It is a matter of 
concern that the Revenue has not engaged in this kind of 
duty which it owes to taxpayers in the interests of justice 
and fairness.  

Computation of cost price
The CBEC knows pretty well that it does not have the ex-
pertise to detect and compute a loss making price all across 
the spectrum of manufacturing in its myriad variety.   There-
fore, it has chosen to rely on the time-tested cost accounting 
standard in Form CAS-4 promulgated by the Institute of 
Cost Accountants of India.   The CAS-4 is already in service 
at the CBEC especially in the context of calculation of value 
for self-consumption purposes.  It is the Cost Accountants 
who certify the CAS-4. The relevant portion of the CBEC 
circular regarding the use of the Cost Accounting standard 
is extracted as follows:-

“Verification of payment of duty
3. The second issue is regarding the procedure to be adopted by the 
field officers to identify cases where the ratio of the judgment would 
apply. It may be noted that, under the self-assessment procedure, 
there is a legal obligation on the assessee to correctly assess and pay 
the duty in terms of the Central Excise Act, 1944 read with the 
Valuation Rules, 2000. Verification of this aspect may be conducted 
by the Central Excise officer during the audit of units. Aspects such 

as the percentage of loss at which sale has taken place ,  the period for 
which such loss making price has prevailed , reasons for sale at such 
loss making price , whether such sales  are contrary to the standard 
and accepted business practices , and whether such sale is leading to 
erosion of capital of the company , may be looked into . In addition 
, due care may be taken at the level of the Commissioner to see 
whether the case at hand is similar to the facts and circumstances of 
the FIAT case.

 
3.1 Calculations of manufacturing cost may be carried out using 
CAS-4 standards. Information submitted by the manufacturer, duly 
certified by a Chartered or Cost Accountant should normally be 
accepted. Only where a decision to investigate a case has been taken 
at the level of the Commissioner and it is considered necessary in 
the interest of investigation, steps such as ordering Cost Audit of the 
Unit or summoning of the Costing data should be undertaken”. 

From the above extract, the following assurances of the 
Department may be noted:-
 Verification of the cost will be undertaken by the central 
excise officers during the audit of units. An Audit visit will 
be more benign than raids by the Central Excise Intelli-
gence teams.
 The following aspects will be taken into consideration by 
the Auditors:
•	 Percentage of loss at which the sale has taken place.
•	 The period during which such loss-making price 

has prevailed.
•	 Reasons for sale at such loss-making price.
•	 Whether such sales are contrary to the standard 

and accepted business practices.
•	 Whether such sales are leading to the erosion of 

the capital of the company.
 The commissioner will decide whether the facts are simi-
lar to the circumstance of the FIAT India case.
 Calculation of manufacturing cost will be carried out us-
ing CAS-4 standard based on information submitted by the 
manufacturers and duly certified by a chartered accountant 
or cost accountant.

The circular also lays down a cautionary note for the field 
formations as follows:

“Only where a decision to investigate a case has been 
taken at the level of the Commissioner and it is considered 
necessary in the interest of investigation, steps such as order-
ing Cost Audit of the Unit or summoning of the Costing 
data should be undertaken”.

An analysis of the assurance explicitly given as above 
shows that there is a possibility that the Department of 
Revenue is willing to accept standard and accepted busi-
ness practices of selling below cost.   If this were not the 
case there was no reason for the Circular to decide to find 
out whether any instances of loss-making sale are contrary 
to the standard accepted business practices.   The CBEC 
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is required to come out with a clarification that genuine 
cases of loss-making sale as an accepted business practice 
will not be targeted by the field formations.   Since the 
decision on all the issues is left in the hands of the Com-
missioners of Central Excise, it would be in the fitness of 
things from the view point of natural justice for the tax 
demands, irrespective of the monetary limits, to be issued 
and adjudicated by the Commissioners and not by their 
subordinate officials.   

The period of application of the Fiat India case effect
The CBEC circular seems to make the use of the FIAT 
India Case law prospective from the date of the judgment, 
i.e. 29th August, 2012.   There is nothing prospective about 
2012 at this point in time and the effect of the CBEC circu-
lar should be computed only with effect from 15th January, 
2014, the date of issue of the Circular.  The relevant portion 
of the circular is extracted as follows:-

“Period of application:
4. The third issue is whether the judgment can be applied for peri-
ods prior to the date of the judgment ie 29-8-2012, invoking the 
extended period of limitation . Under the provisions of valuation 
law , in a case where price is not the sole consideration for the sale 
, money value of any additional consideration flowing directly or 
indirectly from the buyer to the assessee is added to the transaction 

value in terms of rule 6 of the Central Excise Valuation Rules , 
2000 . However , in the FIAT judgment , sale of cars at an abnor-
mally lower price to penetrate the market has been considered by the 
Hon’ble Supreme Court as  constituting extra-commercial consid-
eration, even when there was no additional consideration of money 
value flowing directly or indirectly from the buyer to the seller. For 
the period prior to the date of the judgment , in cases where a show 
cause notice has been issued on the grounds of the FIAT judgment 
alone , there may not be a case for invoking the extended period of 
limitation . In such cases, only the normal period of limitation will 
apply.  

4.1 For the period after the date of the judgment, i.e. from 29- 
8-2012 onwards, if there is a sale in the circumstances similar to the 
case of M/s FIAT and yet transaction value of goods is declared as 
the correct assessable value, then such declaration would amount to 
wilful mis-statement of the assessable value”.  

The issue of restrospectivity of a Tax Circular has been 
resolved by the Hon’ble Supreme Court of India vide  
Suchitra Components Ltd vs. Commissioner of 
Central Excise, Guntur -2008 (11) S.T.R. 430 (SC). In 
this case, the Hon’ble Apex Court laid down that a bene-
ficial Circular has a retrospective application while an ‘op-
pressive’ Circular can only be applied prospectively.  Thus, 
when the Circular is against the tax paying assessees, they 
have the right to claim enforcement of the oppressive Cir-
cular prospectively.

Conclusion
The CBEC circular shows that the Revenue does not 
want to wait to get the treasure trove of tax implicit in the 
effect of the FIAT Judgment. It is at best a starting point 
in the whole saga that is going to play out. As discussed in 
this article, there are a lot of grey areas on which sufficient 
light will be required to be shone. The CBEC Circular has 
a silver lining in the bleak skies when it undertakes to find 
out whether loss-making sales are in line with accepted 
business practices even though the circular does not 
promise that tax demands would not be pressed against 
the manufacturers under such circumstances.  There is a 
further glimmer of hope unveiled in the circular when it 
states that the department will also investigate whether 
loss-making sales have led to an erosion of the capital base 
of the companies involved. Again there is no promise not 
to issue tax demands under such circumstances where the 
capital base of the company has not been affected by such 
sales. The CBEC circular dated 15th January, 2014 is not a 
racy tango with the tax payers but a cautious work-in-
progress that warrants more debate and wider consulta-
tion with the stakeholders. 

ravinpranaa@gmail.com

The CBEC circular dated 15th 
January, 2014 is not a racy 
tango with the tax payers but 
a cautious work-in-progress 
that warrants more debate and 
wider consultation with the 
stakeholders



THE MANAGEMENT ACCOUNTANT www.icmai.in86 FEBRUARY 2014

SHALL WE ABOLISH 
INCOME TAX?
The fact that some countries can carry on without the levy of 
income tax is no ground for us to emulate them but ways must be 
found to mitigate the hardships caused by the income tax law

INDIA is going in for general elections.  This 
summer we will have a newly elected govern-
ment to run the country.  It is anybody’s guess 

what policies that Government may follow.  In 
the run up to the elections, one of the major par-
ties has brought up the issue whether income tax 
can be abolished.  The idea is no-doubt startling.  
Taxes play an important role in government fi-
nances.  It is through mobilization of taxes that the 
government is able to fund its expenditure and 
welfare programs.   See the following break up 
for 2013-14.

If taxes are abolished, how will we find the  
resources for running the government? 

But the more important question is: why should 
income tax be abolished?  Reasons are several.  

Firstly, there is a constant complaint that tax rates 
are high.  Salaried taxpayers will be the happiest if 
taxes are abolished.  No income tax means more 
spending power and more demand.  That in turn 
will lead to more manufacture and jobs.  There 
will be better incentive to work and save.  Money 
thus saved will go into Bank deposits.  Banks are 
in any event compelled to put a sizable part of the 
deposits in government securities.  Government 
coffers will thus go up. There is discrimination in 
the levy of income tax.  Agriculture is left out.  
Again, though cost of collection is low when it 
comes to Direct taxes, compliance cost is heavy.  
Experts have calculated that compliance cost will 
be as much as 49% of the total collections. Paper 
work multiplies; accounting and harassment are 
hazards to be avoided.  

The taxpayer's profile
A breakdown of the number of effective taxpayers 
in India shows the following figures for 2011-12:

If income tax is abolished, the non corporate 
taxpayers totaling about 4 crores 20 lakhs in num-
ber will heave a sigh of relief.  The actual collec-

T C A Ramanujam 
Chief Commissioner 

of Income Tax (retd.), 
Advocate High Court, 

Madras

T C A Sangeetha 
Masters in Law

Total expenditure in (Rupees lakh crore) 	 – 16.7  
Revenue Receipts	 - 10.6
Net Tax Revenue 	 - 8.8
Non-tax Revenue	 - 1.7
Capital Receipts incl. borrowings 	 - 6.1
Gross Tax Revenues	 - 12.4
Corporation Tax 	 - 4.2
Taxes on income	 -  2.5
Customs duties	 - 1.9
Union Excise Duties	 - 1.9
Service tax	 - 1.8
Wealth tax	 - 9.50 Crores
Taxes on Union Territories	 - 2758 crores
[Source:  Budget document – Times of India dt.18.1.2014]

Company 	 – 	 .584956

Individuals 	 – 	 . 3,3189567 

HUFsHuFs	 – 	 .7,66207,911/-

Firms 	 – 	 .1559895-

Trusts	 – 	 143648/-

Total 	 – 	 .3,63345994/-
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tion of taxes from these non-corporate taxpayers amounted 
to Rs.201795 in 2012-13 out of a total direct tax collection 
of Rs.558965 lakh crores.  The contribution of non-corpo-
rate taxpayers to total tax Revenue is nearly 35% of the total 
direct tax collection.   The Direct tax GDP ratio stands at 
5.58%.  .  Last year’s Budget statement showed that 42,800 
people have annual incomes exceeding Rs.1 crore.  Their 
contribution to tax Revenue is minimal.  This is because 
they are able to take advantage of various deductions and 
exemptions allowed in the tax code.  Just about 3% of the 
population pays personal income tax.  The reasons for this 
low figure are several. The non-salaried classes of taxpayers 
get profit-linked deductions.  Revenue foregone because of 
exemptions, deductions and incentives will represent about 
5.5% of the GDP.     If all exemptions are taken away, the tax 
GDP ratio may go up to 22%.  This is easier said than done.  

Zero tax nations
There are countries which don’t levy income tax at all.  
These are given below:
•	 Bahamas
•	 Bahrain
•	 Bermuda
•	 Brunei Darussalam
•	 Cayman Islands
•	 Kuwait
•	 Qatar
•	 Oman
•	 Saudi Arabia
•	 United Arab Emirates

Eight of these countries are oil-rich.  Bahamas and Cay-
man Islands are tax havens in the Caribbean.  They are all 
able to finance their government without income taxes.  
Can we emulate them?  Unfortunately, the answer a firm no. 

Alternatives
The alternative to the abolition of income taxes will mean 
raising of indirect taxes like excise duty and customs and 
service taxes. As any student of economics will point out, 
these are all regressive taxes. While in the case of income tax, 
impact and incidence are on the same person, in the case of 
indirect taxes, the ultimate incidence is on the consumer and 
thus it became a regressive tax.  The poorer sections of the 
populace have to bear the major burden of all taxes.  This 
is against all canons of civilized taxation.  Especially if the 
income taxes are abolished, the burden of indirect taxes will 
be hard to bear.  The truth is India is not comparable in the 
matter of resources to the zero tax countries.  Government 
cannot be financed merely by mobilizing indirect taxes.  

The consumption tax
Often called a ‘fair tax’, the consumption tax can substitute 
income tax completely.  Revenue will be generated through 
a national sales tax.  People will be taxed when they spend 
money and not when they earn. It is also a comprehensive 
tax. It will encourage savings.  There will be no investments 
in big cars or mansions.  Spending will be limited to needs.  
Everybody will be paying taxes under this system.  Since 
consumption is taxed, there will be incentive to work hard-
er and be more productive in order to earn more money.  
There will be more money in the stock market and more 
dividends.  Jobs will increase.  

At the same time, there are impressive arguments against 
a consumption tax.  The tax is regressive.  Lower income 
families spend a higher percentage of their income on 
essentials to survive. Poorer people will pay a higher per-
centage of their income in tax than the rest of the popu-
lation.  This will widen the gap between the rich and the 
poor.  There can be shrinkage of the economy because 
people avoid spending. 

Conclusion
There can be other ways of mobilizing resources for the 
government like the levy of a Tobin tax or a banking trans-
actions tax. But we have learnt to live with income tax. 
Bibek Debroy of the Economic Times hit the mail on the head 
when he said: ‘Just because Peter the Great taxed beards, 
should we?” The fact that some countries can carry on 
without the levy of income tax is no ground for us to emu-
late them. We have been talking of tax reforms endlessly.  
Ways must be found to mitigate the hardships caused by the 
income tax law.  Since the DTC has been talked out, it is 
necessary we should think of a new high powered commis-
sion to go into all aspects of mobilizing the resources for 
government when the new government takes over. 

ramanuja@vsnl.com

The alternative to the abolition 
of income taxes will mean 
raising of indirect taxes like 
excise duty and customs and 
service taxes



THE MANAGEMENT ACCOUNTANT www.icmai.in88 FEBRUARY 2014

S. Rajaratnam  
Advocate and Tax Consultant, Chennai

TAX TITBITS

ASSESSEE company incurred ex-
penses on providing street lights 

on roads to assessee’s factory, besides an 
ambulance for medical emergencies for 
the residents of the village apart from 
outlay  on public gardens.  These were 
disallowed by the Assessing Officer as  
not directly relatable to assessee’s busi-
ness, but all the same, it was found to be 
deductible  under section 37(1) con-
currently by Commissioner (Appeals) 
and affirmed by the Tribunal in the 
light of duty  expected of a corporate 
citizen in Addl. CIT v. Nicholas Pira-
mal India Ltd. [2013] 27 ITR (Trib) 

182 (Mumbai) following the decision 
of the Madras High Court in CIT v. 
Madras Refineries Ltd. [2004] 266 ITR 
170 (Mad) followed in Cheran Engi-
neering Corporation Ltd. v. CIT [1999] 
238 ITR 892 (Mad) in respect  of ex-
penses   on social  welfare.  However, 
the Supreme Court  in  the decision in 
Chennai Petroleum Corporation Ltd. v. 
CIT [2009] 313 ITR 334 (SC) heard 
with the  departmental special leave 
application against Madras Refineries’ 
case (supra) granted special leave and set 
aside  the ruling of the High Court in 
a short judgement remitting the matter 

back for a de novo examination for a 
finding,  that the expenses constituted 
business expenditure.  The issue may re-
quire to be further adjudicated by the 
Supreme Court in due course.  Mean-
while,  the Companies Act, 2013  has 
incorporated section 135  to recognise 
the duty  of a company to discharge its 
social responsibility along with Sched-
ule VII listing out the activities covered  
by the provisions, so that  the rationale 
of the decisions  of the Madras High 
Court  should now be upheld in the 
light  of the present provisions under 
the new company law.

ASSESSEE adopted a system for 
production avoiding pollution 

and, therefore, entitled to carbon credit, 
which was transferable. It realised the 
credit for a consideration of Rs.3.4 
crores, which  was brought to tax as 
revenue receipt and confirmed in first 
appeal.  In My Home Power Ltd. v. Dy. 

CIT [2013] 21 ITR (Trib) 186 (Hy-
derabad), the Tribunal discussed the is-
sue on the basis of first principles relat-
ing to capital and revenue receipt and 
allowed the appeal.  This decision has 
been followed by the Tribunal in Ambi-
ka Cotton Mills Ltd. v. Dy. CIT [2013] 
27 ITR (Trib) 44 (Chennai) and Sri 

Velayudhaswamy Spinning Mills P. Ltd. 
v. Dy. CIT [2013] 27 ITR (Trib) 106 
(Chennai). In the light of the objective 
spelt out by the Kyoto Protocol adopt-
ed internationally, the Government  
should accept the character of receipt 
to be of capital nature and encourage 
industries to fall in line with the objects.

CSR CONTRIBUTIONS – WILL THEY BE ADMISSIBLE  DEDUCTIONS? 

CARBON CREDIT ON REALISATION – WHETHER REVENUE RECEIPT?

TAXATION
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THE Urban Development De-
partment of  Government of Ra-

jasthan had made  payments to tech-
nical and project consultants besides 
others with deduction of tax at source 
under section 194I and 194J, but with-
out including service tax component 
reimbursed to the service providers 
under agreement with them.  Assess-

ing Officer inferred short deduction.   
The High Court in CIT v. Rajasthan 
Urban Infrastructure Development 
Project  [2013] 359 ITR 385 (Raj)   
found that the words “any sum paid” 
under these provisions cannot pos-
sibly include service tax, which is to 
be treated as contractually payable and 
not as a component  of the  payment 

for items covered by these provisions, 
so as to require  inclusion of  service 
tax.  This judgement  should  spare not 
only liability for deduction of tax from 
service tax component, but also the 
consequent compliance requirement.  
It is hoped, that this decision  will be 
accepted by the Income-tax Depart-
ment.

NO TDS ON SERVICE TAXROYALTY – EXTENDED MEANING, WHETHER JUSTIFIED?

ACCORDS with the assessee 
availed the facility of interna-

tional private lease circuit provided by 
a non-resident company, a resident of 
Singapore, by way of connectivity  in 
Asia Pacific region through Videsh 
Sanchar Nigam Ltd. (VSNL), a licen-
see  for the non-resident  service pro-
vider at Singapore.  The authorities  
brought the payment  by the assessee  
to tax, a levy upheld by the Tribunal 
and now by the Madras High Court 
in  Verizon Communications Singa-
pore Pte. Ltd. v. ITO [2013] 39 tax-
mann.com 70 (Mad).  A number of 
decisions including  that of the same 
High Court in Skycell Communica-
tions Ltd. v. Dy. CIT [2001] 251 ITR 
53 (Mad) and that of the Supreme 
Court in  respect of technical services 

rendered abroad in Ishikawajima-Ha-
rima Heavy Industries Ltd. v. Director 
of Income-tax, Mumbai [2007] 288 
ITR 408 (SC) were cited.  But the 
High Court  after conceding, that the 
decisions directly on the point  in Asia 
Satellite Telecommunications Co. Ltd. 
v. Director of Income-tax [2011] 332 
ITR 340 (Del) and the Authority for 
Advance Ruling in  Cable and Wire-
less Networks India P. Ltd., In re 
[2009] 315 ITR 72 (AAR) among 
others  were in favour of the assessee,  
rejected the claim of the assessee  in 
the light of the retrospective amend-
ments  by way of Explanation 5 to 
section 9(1)(vi) giving an extended 
meaning  to royalty.  But then,  the 
Double Taxation Avoidance Agree-
ment  on this issue as between India 

and Singapore and the decision of the 
AP High Court in Sanofi Pasteur 
Holding SA v. Department of Reve-
nue [2013] 354 ITR 316 (AP) as  to 
the effect of treaty  override over do-
mestic law were not given due weight. 
The High Court felt that the Agree-
ment with Singapore retrospective 
amendment in domestic law, a view 
which is highly controversial in the 
light of  earlier precedents.  The as-
sumption,  that the payment was for 
intellectual property rights,  when the 
non-resident  had merely provided a 
facility by way of  a net work con-
trolled from abroad, is also prima facie 
far-fetched. The decision needs re-
view. 

s.rajaratnam@vsnl.com

Notification
It is hereby notified vide Notification Nos. 18-CWR (4084-4106)/2013 dated 26thNo-
vember 2013, 18-CWR (4107-4141)/2013 dated 6th December 2013, 18-CWR 
(4142-4169)/2013 dated 13th December 2013, 18-CWR (4170-4188)/2013 dated 
17th December 2013, 18-CWR (4189-4227)/2013 dated 23rd December 2013 and 
18-CWR (4228-4248)/2013 dated 27th December 2013 in pursuance of Regulation 18 
of the Cost and Works Accountants Regulations, 1959 that in exercise of the powers 
conferred by Regulation 17 of the said Regulations, the Council of the Institute of Cost 
Accountants of India has restored to the Register of Members, the names of members, 
details of which are uploaded on the Institute's website www.icmai.in

Engagement of 
Internal Auditors
Separate applications are 
invited from Cost Accoun-
tants Firms for conducting 
Internal Audit of the Institute 
of Cost Accountants of India 
of its Headquarter in Kolkata 
& its office in Delhi for the 
Financial Year 2014-15.

For more details please log 
on to www.icmai.in

NO TDS ON SERVICE TAX
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INDIA now is running into the 
highest consumer inflation rate 
among all the major economies 

of the globe, save some of the basket 
case economies. The most astonishing 
thing is that India not just compared 
with Euro area, or the Americas, but 
also Asia, Africa and most significant 
the Latin American nations. Worse, as 
the OECD or any global chart of say 
The Economist, will show India has 
been at the top for quite some years 

now. Brazil, Mexico, Chile and Co-
lumbia have all battled out of the price 
spiral.

The rupee, which has fallen almost 
13 percent in the current financial year, 
is the world’s most undervalued cur-
rency (Table 1) (Economist 2013). At 
$1.50 or Rs. 90, the “Maharaja Mac”, 
the Indian version of the Big Mac, is 
the cheapest among major countries, 
keeping the Indian Rupee at the Bot-
tom (Table 2).

INFLATION IN INDIA: A  
CHRONIC PROBLEM
While jumping inflation is certainly a disturbing trend, the 
increase in build-up inflation at 6 percent in the fiscal year 
so far clearly shows that there is still pain ahead

Prof. Dr. Badar 
Alam Iqbal

Aligarh Muslim 
University

Aligarh

Table 1

Rupee still Undervalued

Country Big Mac Index

India (-67.1 %)*

China (-42.8 %)

Thailand (-37.9 %)

Pakistan (-34.2 %)

Euro Zone (+ 2.3 %)

United States (0 %)

Canada (15.4 %)

Brazil (+16.1 %)

Norway (+67.8 %)

*Figures in parenthesis indicate currency under-valuation/over-valuation.
Source: Hindustan Business; New Delhi; July 16, 2013. P. 11

CONTEMPORARY

ISSUE
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Why has India come up as a highly inflated country?
In the last two decades of 90s and 2000s, India had low do-
mestic inflation which kept a check on monetary spiral out 
of control. Now India has come out from that zone. India’s 
neighbour country Pakistan is witnessing lower food price 
inflation at around 6 percent as compared to 9.4 percent in 
India. [Bhattacharjee 2013]

High degree of consumer inflation always results into 
making population restive and sets in wage price correction 
mechanism which accepts that prices will remain high and 
hence every one from the employer to the employees as well 
as households have to make adjustments accordingly. The 
first impact that country has to bear it out is paying higher 
price fro its employees despite being surplus in it which in 
turn gradually prices itself out of world competition. High-
er food prices indicates the demand for retaining subsidies 
does not ebb and more Government money is locked away 
to feed it.

There is a good reason why an economy that was quite 

Table 2

Trends in Big Mac Price

Country Big Mac Price in $

India 1.50

China 2.61

Thailand 2.81

Pakistan 3.00

Euro Zone 4.66

United States 4.56

Canada 5.26

Brazil 5.28

Norway 7.51

*Figures in parenthesis indicate currency under-valuation/over-valuation.
Source: Hindustan Business; New Delhi; July 16, 2013. P. 11
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inflation conscious till the months of decade 2000s has be-
come so blasé about high prices since. This has taken place 
despite a period where the globe has gone through a mas-
sive recession and India is in the second year of downturn in 
growth. The answer of this question is the massive expansion 
of Government expenditure in con-economic pursuits that 
was pumped in aggressively in the last few years.

After the 2009 drought, the RBI sensed that rtes of food 
articles were defying usual trends by not falling back to their 
previous levels even with normal rains. One the main reasons 
Indians were paying the highest food prices in a decade had 
to do with their radically changes diets. From 2004-05 to 
2009-10, more than 200 million people in the country are 
estimated to have crossed two thresholds of monthly Expend-
iture- Rs. 58-690 for rural dwellers, and Rs. 1,100-1,380 in 
urban areas, at which consumption shifts to more nutritious 
food.[Gorkan 2013] India could be really understating the 
role of rural-income growth in inflation.[Sen 2013]

Rural incomes have continued to increase, clocking 13.1 
percent in August 2013, although this is significantly low-
er than the increase recorded in 2011 and 2012 (Table 3). 
Rising real rural wages have both supported rural demand 
and increased the cost of production, thereby making infla-
tion sticky. There are many contributory factors which have 
pushed up rural consumption, such as the rural employment 
guarantee scheme, which ahs also made farm labour pricey, 
and better rural wages aligned with retail inflation.

India’s wholesale price index (WPI) based inflation, In-
dia’s wide price movements, inched up to 4.86 percent in 
June 2013 from 4.7 in May 2013, reversing a four-month 
falling trend on higher food prices like vegetables that have 
become costlier. A sub-5 percent WPI inflation is still well 
within the Central Bank of the Country (Reserve Bank of 
India) comfort zone, but with high retail inflation especially 
food items, that looks good to hit double digits in July 2013, 
experts are of the view that the Central Bank is unlikely to 
reduce lending costs in coming months.

In addition to above, the sharp decline in Indian rupee, 
which has fallen by a margin of 13 percent since May 2013, 
will fan food inflation in particular and general inflation in 
general pushing imported goods more costly. With weak-
ening of the rupee, inflation in imported goods may be a 

matter of great concern in coming months.
Consumer price index (CPI) based inflation, which is al-

ways considered as a more realistic index because it measures 
shop-end prices, which have witnessed an increase of 9.87 
percent in June 2013 from 9.31 percent in May 2013 on 
costlier vegetables and food items. As long as CPI inflation 
remains close to double digits and the balance of payment 
is at risk, the Reserve Bank of India is to remain on hold.

Decline in consumption expenditure
The most important impact of inflation is that expenditure 
in both urban and rural areas on food has decreased (table 
3) as households have started spending more on non-food 
items namely- durables, clothing and footwear.

Table 4 gives some very astonishing trends which are as 
under:

a) Shift from food items to non-food items;
b) High degree of disparity between rural and urban in 

terms of food and non-food items;
c) The margin of difference between food and non-food 

items in terms of rural and urban households is more no-
ticeable in 2009-10 as compared to 2011-12;

d) Some vital food items show increase both in 2009-10 
and 2011-12;

e) In case of non-food items increase in durable good in 
rural areas is much more than increase in urban areas;

f) In regard to vegetables the scenario is different. In case 
of rural the decline is considerable while in case of urban the 
expenditure remained same.

Table 4
Trends in Consumption Expenditure (Figures in %)

Item Rural 2009-
10

Rural 2011-
12

Urban 2009-
10

Urban 2011-
12

Cereals 15.6 12.0 9.1 7.3
Pulses & 
goods 3.7 3.1 2.7 2.1

Milk & goods 8.6 9.1 7.8 7.8
Edible Oil 3.7 3.8 2.6 2.7
Egg. fish & 
meat 3.5 3.6 2.7 2.8

Vegetables 6.2 4.8 4.4 4.4
Beverages 5.6 5.8 6.3 7.1
Food Total 53.6 48.6 40.7 38.5
Fuel & light 9.5 9.2 8.0 7.6
Cloths & 
Bedding 4.9 6.3 4.7 5.3

Durable 
goods 4.8 6.1 6.7 6.3

Non Food 
Total 46.4 51.4 59.3 61.5

Source: Indian Express (Business); New Delhi; June 21, 2013; P. 17
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Table 3

Emerging Growth in Rural Incomes between 2011-2013

Year Growth in %

August 2011 23.4

August 2012 18.5

August 2013 13.1

Source: Commerce Ministry; CACP and Credit Suisse.
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Table 5

Major Items Good for Consumer in 2013
Items Inflation in %
Pulses -13.42
Potato -13.10
Iron & steel -8.37
Sugar -7.49
Oil seeds -5.07
Cement & Lime -3.16
Edible oils -2.58
Basic Metal & Metal products -2.39
Minerals -0.03
Source: Government of India and PHD Chambers Data Pertains to 
September 2013.

Table  6

Main Items Bad for Consumers in 2013

Items Inflation in %

Onion 322.94

Vegetables 89.37

High speed diesel 20.13

Fibers 19.93

Rice 18.76

Food Articles 18.40

Fruits 13.54

Egg, Meat and Fish 13.37

Cereals 13.05

Petrol 9.64

LPG 9.00

Leather and Leather goods 7.88

Cotton Textiles 6.57

Wheat 5.90 5.90

Rubber and Plastic Goods 5.88

Man made textiles 5.79

Milk 5.77

Non-food articles 5.17

Wood & wood goods 4.33

Paper & Paper goods 3.30

Transport Equipment 3.23

Beverages & Tobacco 2.95

Food goods 1.61
Source: Indian Express (Business); New Delhi; June 21, 2013; P. 17

Recent trends
The rise in inflation in recent months has been largely driv-
en by inflation in primary articles and fuel. Primary articles 
alone have contributed nearly 44 percent to WPI inflation 

in the fiscal so far, despite having a weight of only 20 percent 
in WPI. The average inflation is particularly sharp for goods 
that are aspiration items. The major times that are good and 
bad for consumers are given in Tables 5 and 6.

Food inflation
In urban India, consumers have to shell 40 percent more for 
vegetables in 2013 what they paid in 2012 (table 4). With 
vegetables prices soaring despite a good monsoon, house-
holds across the country are feeling heat and pinch. Similar-
ly, onion inflation is hitting households’ budget hard 2013. 
High vegetable prices, which put pressure on inflation, affect 
not only farmers and consumers but even policy makers as 
these have a spill over effect on the other sectors as well.

The Government, hit by economic woes has bumped 
into a small window of political opportunities. A 10 percent 
rise in food prices proportionately hits household welfare in 
developing nations and form the larger chunk of monthly 
expenditure of average Indians and affect, the poor most.
(FAO 13).

Are Prices being Manipulated (January –June 2013)?
Figures in %

Months of 
2013

Onion Inflation Food Inflation Vegetable 
Inflation

January 125.17 12.35 30.02

February 182.36 11.95 19.88

March 110.74   8.63 -1.68

April   90.83   6.08 -8.88

May   97.40   8.25   4.85

June 114.00   9.74 16.47

Source: HT Business; New Delhi; August 2, 2013 P. 13

Onion Inflation Vegetable InflationFood Inflation
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Chart 1: Trends in Item-wise Inflation 2013 (%)
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As high prices essentially shrink monthly incomes, infla-
tion alone will be perceived as a failure of the policy makers 
and the Government. The most pertinent to mention here 
is that this the first time since November 2009 that WPI 
inflation has decelerated below 5 percent (Chachra 2013).

Falling global prices have helped India, a key importer; 
good domestic output of perishable foods; cheaper cereals, 
egg, fish meat point to falling consumption. On the other 
hand, good monsoon, as has been predicted, is critical; wid-
ening current account deficit i.e. more imports than exports 
because of brisk gold buying poses inflation risks.

CCI and food inflation
To help thousand of people who have been left with a 
burning hole in their respective incomes, fair trade reg-
ulator, the Competition Commission of India (CCI) has 
decided to look into the operations of the agricultural 
markets to ensure that there is no cartelization or unfair 
play in the determination of food prices in general and 
vegetable prices in particular. The CCI is collecting all 
details and data to analyze the pricing pattern and the role 
of traders to see if there are any discrepancies. Generally, 
if there are early and good rains, supply and prices should 
ease out.

In case of agricultural goods, the role of traders is of ex-
treme significant, which needs to be scrutinized. Agriculture 
markets should function effectively and our aim is to ensure 
that both farmers and consumers are getting fair deal and 
return and are not being short –changed (Gouri 2013).

According to the anti-trust body, recent price hikes in 
some cases did not match the fundamentals of demand and 
supply, fuelling the need for regulator to study agriculture 
markets structure across the country. In 2011, the CCI had 
decided to look into the pricing pattern in the onion mar-
kets, after onion prices touched all time high figure of Rs. 
80 per kilo.

Decline in spending on food items
Expenditure across the country has increased by a third 
from 2010-11 to 2012-13, but growth in rural spending 
outclassed that in urban areas. The consumption basket of 
households across the country also saw a sharp change dur-
ing the period under review. So even as food prices rose be-
tween 2009 and 2012-13, the average monthly expenditure 
on food dipped in cities and villages though it made up  for 
nearly half the monthly spending.

Cereal and pulses no longer seem to dominate the gro-
cery bills of most households, with spending on proteins like 
meat and eggs as well as dairy products on the more on the 
durable goods, clothing, footwear, as well as education and 
medical facilities rise. Further, discretionary spending seems 
to be on the increase with households spending.

Expenses on fuel and light remained the second biggest 
contributor, amounting to 8 percent of the total budget in 
villages and 6.7 percent in cities. Medical bills in villages 
(6.7 percent as against 5.5 percent in cities and education in 
cities (6.9 percent versus 3.5 percent in villages) are the third 
largest spending items. Meanwhile, durables took up about 
4.5 percent and 5.3 percent of the total spending in villages 
and cities respectively.

According to the National Sample Survey (68th) Round 
that the rural-urban divide has narrowed down with city 
dwellers spend 84 percent more on consumption activities 
than those residing in villages. While the average monthly 
per capita expenditure (MPCE) rose by 37.5 percent in 
rural areas to Rs. 1429.96 in 2012-13 from Rs. 2053.04 in 
2009-10, the average urban MPCE jumped up by a mar-
gin of 32.5 percent to Rs.2629.65 as against Rs.1984.46 
during the said period. In 2009-10, urban areas on an av-
erage spent 88 percent more per month on consumption 
that of rural areas.

Analysts are of the opinion that developmental scheme 
have had an impact on rural incomes and purchasing 

CONTEMPORARY

ISSUE

PRIMARY ARTICLES ALONE HAVE CONTRIBUTED 
NEARLY 44 PERCENT TO WPI INFLATION IN THE 
FISCAL SO FAR, DESPITE HAVING A WEIGHT OF 
ONLY 20 PERCENT IN WPI
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power. The NSS data shows that programmes for rural 
areas are working and the benefits of rural intervention 
schemes are reaching the targeted population. The Sur-
vey further opines that nearly 10 percent of rural and 
urban households live below poverty lines. The poorest 
five percent in rural areas subsist on a mere Rs. 521.44 
per month, while in urban areas, the monthly spending 
by the poorest  5 percent is on an average Rs. 700.50. 
This in effect means that the poorest of poor subsist on 
just 17.38 rupees per day in villages and a mere 23.35 
rupee a day in cities.

Recent trends in food inflation

Cereal have become costlier because of success hikes in 
Minimum Support Prices (MSP), which increased by a 
margin of 15 percent on an average over the last six years. 
MSP is the assured base price Government offers to farm-
ers, which boosts farm income. A 10 percent rise in MSP 
increases short-term whole sale inflation by one percent-
age point. Prices of fruits and vegetables have witnessed 
substantial swings due to the concentration of cultivation 
in a few states and there is no supply backup if crops fail 
in one.  For instance, Maharashtra alone accounts for 45 
percent of onions and Uttar Pradesh fro a fifth of India’s 
mangoes. 

The current spiral of onion prices will ease sooner 
than later, as new harvests roll in, but the bigger question 
about food inflation haunting economists is whether the 
high is the new normal. Better wages are raising demand 
and cost production both. It is what economists call a 
‘wage-price spiral’. Inflation in food articles has averaged 
13.1 percent during the first 7 month of the fiscal com-
pared to 9.5 percent during the same period last year. 
Rapidly rising prices of vegetables have been the prime 
driver of food inflation. During April-October 2013, in-
flation in vegetables averaged 44.2 percent. CPI inflation 
also crossed double digits in October 2013 (Chart 2). 
The RBI now expects WPI inflation to be higher than 
its earlier forecast of 5.5 percent in 2013-14; a 25 bps 
hike in the repo rate is likely during the fiscal year. The 
high food prices calls for urgent measures to increase the 
efficiency of the food supplies chain through appropri-
ate policy responses to cut down on intermediaries and 
reduce waste.

The increase in WPI inflation comes after the Octo-
ber retail inflation went up by a margin 10.1 percent, the 
highest in the last seven months. While inflation in the 
vegetable component stood at 78.38 percent in October 
2013, rate of price rise in onion continued to remain high 
at 278.21 cent. Protein rich items like egg, meat, and fish 
became dearer by 17.47 percent against 13.37 percent in 
September 2013.

Conclusion
From the foregoing analysis, it is clear that India has been 
facing the problem of inflation especially food inflation con-
sistently and continuously. Food inflation is worryingly 
high. While there was slight moderation in prices of cereals 
and rice, wheat became dearer in October 2013. Inflation in 
regard to manufactured goods is inching up to 2.5 percent. 
While jumping inflation is certainly a disturbing trend, the 
increase in build-up inflation at 6 percent in the fiscal year 
so far clearly shows that there is still pain ahead. 

badar.iqbal@fulbrightmail.org

Chart 2: Trends in WPI Inflation in 2012-2013 and 2013-2014
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About the Author

Rajesh D. Mudholkar has more than three 
decades of professional experiences in 
multinational corporations as well as teaching 
experience on corporate finance, quantitative 
analysis and business research at post 
graduate business management programmes. 
He is a qualified Cost and Management 
Accountant. From his rich experiences on 
both corporate and teaching fields, he made 
an excellent contribution on corporate finance 
especially for professionals. 

About the Book: 
The underlying value of an asset is determined 
by the future cash flows generated by that 
asset. So, the goal of a financial manager is to 
take decisions that maximize the shareholders 
wealth. Managers must make investment 
and financing decisions so that total value of 
cash inflows exceeds the total value of cash 
outflows by the greatest possible amount.
Creating shareholder value is all about 
understanding shareholders expectations 
and making the right strategic decisions. 
The greatest challenge before the business 

leadership for rational deployment of 
shareholders equity that would be- how 
to achieve the right balance between risk 
and reward so that value creation for the 
shareholder is assured.  But the vicious 
cycle of value erosion begins with a faulty 
understanding of risk and returns. In this 
context, the author raised following questions 
in his book: 
(i) Are the principles of corporate finance 
misaligned with economic rationale causing 
value erosion? 

(ii) Are the financial tools used for decision 
making inconsistent with reality? 

(iii) Is there any gap in understanding of risk 
and return between the equity investors on 
the one hand and their agents on the other 
leading to value erosion, adversely impacting 
proper discharge of the Agency Role and Good 
Corporate Governance?  

Keeping in mind the principles of corporate 
finance and shareholders’ value creation as 
well as value erosion with risk and return 
parameters, the book has been designed into 
fifteen chapters. 

Four chapters  (Chapter 1 to 4) has been 
completely devoted to critically analysis global 
financial crisis with some fundamental  
issues : (i) faulty decision making (ii) erroneous 
understanding of risk and reward (iii) poor 
management of risk (iv) poor understanding 
of value and (v) misleading measurement and 
analysis of financial performance. 
The underlying assumption modern of 
portfolio theory is that industry is expected to 
understand shareholder expectations correctly 
and fulfill those expectations. But, the reality of 
rational investor behaviour validity confirmed 
by the report of the Accenture Institute for 
Higher Performance Business (2006) that 
the methods being practiced worldwide for 
evaluation of risk and return accentuates 
communication error. This issue has been 
discussed in chapter-5.
The Capital Asset Pricing Model (CAPM) 
is used as a financial tool to determine an 
appropriate required rate of return of an asset 
taking into account three influential factors: 
asset’s relative sensitivity to systematic risk 
(beta), expected return of the market as a 
whole and the expected return of  a risk free 
asset (Treynor, 1961). The author pointed out 
that: do the CAPM and Weighted Average Cost 
of Capital (WACC) are the suspected fallacies 
responsible for shareholder value erosion? He 
meticulously tried to prove this question in 
next four separate chapters (Chapter 6 to 9) 
with charts, diagrams and real examples. 

Leverage impacts investor behaviour, returns 
and asset valuation. It is the only factor which 
affects beta.  The real impact of leverage arises 
not from the debt-equity ratio but from its flow 
impact. Making debt-equity adjustments alone 
cannot result in better risk management. On 
the contrary, it would only treat and diagnosis 
in a faulty way. This issue has been thoroughly 
highlighted in chapter-10.   
The question of prudent deployment of 
intermediate cash flows generated, regardless 
of the quantum of such cash flows, still 
remains. Unless this is done, value creation 
cannot take place. The author has taken this 
responsibility to discuss this issue by analyzing 
pay back methods and value centric capital 
budgeting in chapters 11 and 12.   

Value creation in a business enterprise is 
achieved when its financial resources are 
utilised wisely. This must essentially involve 
applications of fundamentally economic 
rationale. Measuring value of stock has been 
explained in chapter 13 by taking different real 
examples. 

Financial decision making standards are 
critically examined in chapter 14 of the book. 
The last chapter mentioned different sources 
that author used in his book. 

The insights and arguments presented in 
this book has been an attempt to unravel 
such fallacies in capital budgeting practices 
which by virtue of being interlinked have a 
compounding effect on erosion of shareholder 
value. He used many Indian as well as global 
real life examples with authoritative references 
to understand value erosion perspective.   
This book would be very much useful to 
the cost accountants, professional financial 
managers and students of cost accounting and 
finance to understand misconception and over-
dependency on beta and WACC on project 
evaluation. This research based book will also 
help to researchers as a guide book to find out 
some answered questions. 
However, this book suffers some limitations. 
Important fundamental theories of corporate 
finance are not discussed elaborately. Flow 
of presentations of all chapters are not been 
made in a systematic way. Terminology 
and glossary have not been incorporated. A 
separate conclusion chapter may enrich the 
degree of gravity of the book 
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Associate Professor  
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in Corporate Finance Are Responsible For 
Destruction of Shareholder Wealth 
Author: Rajesh D. Mudholkar
Publisher: Create Space Independent Publishing 
Platform 
Year of Publication: June 2013
No. of Pages: 349

THE MANAGEMENT ACCOUNTANT FEBRUARY 201496 www.icmai.in



















The Vision
CMAs are preferred finance professionals who provide the financial 
leadership in enterprises across the globe.

One of the objectives of the Institute is “To develop the professional body 
of members and equip them fully to discharge their functions and fulfil the 
objectives of the Institute in the context of providing financial leadership of 
enterprises globally.”

The Institute constantly endeavours to enable its members upgrade their 
competencies and skills to provide management accountancy services 
to commercial and not-for-profit enterprises to enable them to adequately 
address new challenges in a dynamic environment in which they operate. 

IS Audit and Control
The Programme
This is a Certification programme of the Institute. The Programme adopts the 
curriculum of ISACA and seeks their help in choosing the right faculty and 
examiners.  ISACA (Information Systems Audit and Control Association) – 
is an international professional association focused on IS Audit, IS Security, 
IT Governance and IT Risk Management. 

Raison d’être of the Programme: Post liberalization, India has chosen the 
path of market-driven economy. The way of doing business has undergone 
a paradigm change, thanks to the technological changes, and constantly 
changing the customers’ aspirations, geographical boundaries, and 
regulatory environment.

The Revolution in the realm of computing has brought in its wake, 
speed, flexibility and mobility. Along with the Risk of losing, stealing, and 
manipulating the precious data has increased by many times.In the days 
of click and portal, the emphasis is on online transactions, divorcing in a 
large way, the pen and paper mode. These developments no doubt have 
susceptibilities and it is a constant challenge for an Auditor to overcome 
and ensure protection of the business interests of the Auditor and the client.

The above revolution has posed serious challenges to Accountants and 
Audit professionals. Today’s business enterprises are totally automated 
with very few manual dependencies. Processes and controls are in-built 
in modern technologies and therefore need to be reviewed with a fresh 
perspective by using latest tools and techniques. 

The Programme aims to build capabilities among the members of the 
Institute to take those challenges and to handle challenges in auditing in an 
IT environment using IT tools.

ISACA
ISACA is a non-profit global association that was formed, and continues 
to exist today, to meet the unique and diverse technology needs of the 
continually developing IT field. In an industry in which change is constant, 
ISACA has moved with agility and speed to bridge the needs of the 
international business community and the IT control community

The Curriculum
The Institute has adopted the ISACA Model curriculum for IS audit and 
control (3rd edition).

The topics covered by the model are grouped into five content domains. 

These domains are divided into major topic areas, and subtopics are 
provided within each topic area, along with the number of contact hours 
needed to adequately cover the topic, which total 250 hours. The Domains 
are:
• The Process of auditing information systems
• Governance and management of IT
• Information systems acquisition, development and implementation
• Information systems operations, maintenance and support
• Protection of information assets

Benefits to Members: The ISACA model curriculum entitles the programme 
to be posted on the ISACA web site, and graduates of the programme shall 
qualify for one year of work experience toward the CISA certification. ICAI 
members would be entitled to two years of further credit. Therefore, of the 
total requirement of five years of work experience in the IS Audit Domain, 
members successfully undergoing this course would need only two more 
years of relevant experience. The course curriculum would give them the 
required technical impetus and exposure to successfully complete the 
remaining two years of training requirement. 

It is envisioned that the contact hours would typically be in some type 
of classroom, but the model is designed so that the contact could be 
accomplished through other education delivery methods, including distance 
learning programs.

Duration
One Year

Pedagogy
Self learning mode in the form of periodical contact sessions and web 
based learning through webinars

Scheme of Evaluation
Since the course requires a dedicated and disciplined approach, the 
evaluation is being carried on periodically and topic wise. The IT tools 
will be used. Weekly test are being contemplated as part of continuous 
evaluation

Examination
With duration of six months, examinations will be conducted twice in a 
year. Examinations will be conducted by the Examination Department of 
the Institute.

The Pattern of Examination
The Question Paper will be Objective with multiple choice questions. 

The Eligibility Criteria
Only members of the Institute are eligible for registration for the programme.

Registration Process
Registration will be online and the link will be provided to applicants. For 
registrations please visit the Institute’s web site www.icmai.in

Fee 
Rs.20,000 (Twenty thousand rupees only). The fee does not include 
examination fee and the cost of course material, if any.

THE INSTITUTE OF COST ACCOUNTANTS OF INDIA
(STATUTORY BODY UNDER AN ACT OF PARLIAMENT)

Brochure of IS Audit and Control

For more information, please mail at advstudies.murthy@icmai.in
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THE INSTITUTE OF COST ACCOUNTANTS OF INDIA
(STATUTORY BODY UNDER AN ACT OF PARLIAMENT)

EXAMINATION TIME TABLE & PROGRAMME – APRIL 2014
FOUNDATION COURSE EXAMINATION

(Multiple Choice Questions – Online Mode)

Examination Fees

Day &  Date Foundation Course Examination

Sunday,
6 th April, 2014.

Syllabus-2008

Paper – 1 & 2 (100 Marks)
Time : 10 A.M. to 12.00 Noon

Paper 1 : Organisation and Management Fundamentals  ( 50 Marks )

Paper 2 : Accounting  ( 50 Marks)

Paper – 3 & 4 (100 Marks)
Time : 2 P.M. to 4.00 P.M.

Paper 3 : Economics and Business 
Fundamentals  ( 50 Marks)

Paper 4 : Business Mathematics and Statistics 
Fundamentals   ( 50 Marks)

Sunday,
6 th April, 2014.

Syllabus-2012

Paper – 1 & 2 (100 Marks)
Time : 10 A.M. to 12.00 Noon

Paper 1 : Fundamentals of Economics and Management  ( 50 Marks )

Paper 2 : Fundamentals of Accounting
( 50 Marks)

Paper – 3 & 4 (100 Marks)
Time : 2 P.M. to 4.00 P.M.

Paper 3 : Fundamentals of Laws & Ethics  
( 50 Marks)

Paper 4 : Fundamentals of Business 
Mathematics and Statistics   ( 50 Marks)

Foundation Course Examination
Inland Centres Rs1000/-

Overseas Centres US $ 60

1.	 The Foundation Examination in both syllabus (2008 & 2012) will be conducted in M. C. Q. Mode through Online only.
2.	� Total Questions : 100 (Multiple Choice Questions), Maximum Marks : 100 (Each Question will carry 1 Mark). There will be no negative marking for 

wrong answers.
3.	 (a) Students can login to the website www.icmai.in and apply online through payment gateway by using Credit/Debit card. 
	� (b) Application Forms for Foundation Examination is available from Institute’s Headquarters at 12, Sudder Street, Kolkata, Regional Councils and 

Chapters of the Institute on payment of Rs50/- per form. In case of overseas candidates, forms are available at Institute’s Headquarters only on 
payment of US$10 per form.

	 (c) Students can also download the Examination Form free of cost  from ICAI Website at www.icmai.in.
	 (d) Students can also pay their requisite fee through payfee module of IDBI.
4.	  �Last date  for  receipt of Examination Application Forms  without  late fees is 19th February, 2014 and with late fees of Rs300/- is 1st  

March, 2014. In case of online Examination Application with payment gateway by using Credit/Debit Card, the late fees of Rs300/- will be 
waived if applied within 1st March, 2014. 

5.	� Examination fees to be paid through Bank Demand Draft of requisite fees drawn in favour of “The Institute of Cost Accountants of India” and 
payable at Kolkata.

6.	� Students may submit their Examination Application Forms along with the fees at ICAI, CMA Bhawan, 12 Sudder Street, Kolkata – 700016 or 
Regional Offices or Chapter Offices. Any query in this regard may be addressed to Examination Directorate at 12, Sudder Street, Kolkata – 700016. 

7.	� Examination Centres: Agartala, Ahmedabad, Akurdi, Allahabad, Asansol, Aurangabad, Bangalore, Baroda, Berhampur(Ganjam), Bhilai, Bhilwara, 
Bhopal, Bhubaneswar, Bilaspur, Bokaro, Calicut, Chandigarh, Chennai, Coimbatore, Cuttack,  Dehradun, Delhi, Dhanbad, Durgapur, Ernakulam, 
Faridabad, Gandhidham, Ghaziabad, Guwahati, Hardwar, Howrah, Hyderabad, Indore, Jaipur, Jabbalpur, Jalandhar, Jammu, Jamshedpur, Jodhpur, 
Kalyan, Kannur, Kanpur,  Kolhapur, Kolkata, Kota, Kottayam, Lucknow, Ludhiana, Madurai, Mangalore, Mumbai, Mysore, Nagpur,  Nasik, Nellore,  
Noida, Panaji (Goa), Patiala, Patna, Pondicherry, Port Blair, Pune, Rajahmundry, Ranchi, Rourkela, Salem, Sambalpur, Shillong, Siliguri, Solapur, 
Srinagar, Surat, Thrissur, Tiruchirapalli, Tirunelveli, Trivandrum, Udaipur, Valsad, Vashi, Vellore, Vijayawada, Vindhyanagar,  Waltair and Overseas 
Centres at Bahrain, Dubai and Muscat. (If no examination centre is available at a particular location, examinees will be accommodated at 
the nearest Centre available)

8.	 A candidate who is completing all conditions will only be allowed to appear for examination.
9.	 Probable date of publication of result : Foundation – 16th April, 2014. 
A. Das
Director (Examination)
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The members of the Institute holding Certificate of Practice having validity 
up to 31st March, 2014 are requested to comply with the following 
guidelines for renewal of their Certificate of Practice:

1.  The following changes consequent to amendment of the Cost and 
Works Accountants Regulations, 1959 vide Notification dated 4th 
February, 2011 published in the Gazette of India may be noted:

• The validity of a Certificate of Practice (COP) is for the period 1st April 
to 31st March every year unless it is cancelled under the provisions of the 
Cost and Works Accountants Act and Regulations, 1959 as amended.

• The Certificate of Practice issued shall automatically be renewed subject 
to submission of prescribed Form M-3 and payment of renewal fee and 
annual membership fee.

• From the year 2011-12 onwards, letter for renewal Certificate of Practice 
is not being issued.

However, the members concerned may download the renewal status from 
the Institute’s website  www.icmai.in.

2. It may please be noted that under Section 6 of the Cost and Works 
Accountants Act, 1959, both the  Annual Membership Fee and Fee for 
Renewal of Certificate of Practice falls due on 1st April each year.

3. Special attention is invited to the fact that the validity of a Certificate of 
Practice expires on

31st March each year unless it is renewed on or before the date of expiry 
in terms of the amended Regulation 10 of the Cost and Works Accountants 
Regulations, 1959. Hence, a member shall be required to renew his 
certificate within 31st March every year.

4. If the Certificate of Practice of a member is not renewed within 
31st March, 2014, his/her status of COP from 1st April 2014 till the 
date of renewal would be “Not Active” and he will neither be able 
to affix his digital signature on any cost audit report or compliance 
report nor will he be able to get approval of Form 23C or Form 23D 
and the forms will get rejected on the MCA Website.

5. Subject to what has been mentioned in Sl. No. 4 above, a member can 
get his/her Certificate of Practice for 2014-15 renewed within 30th June, 
2014. If application for renewal of Certificate of Practice is made after 30th 
June 2014, the member’s Certificate of Practice for 2014-15 will not be 
renewed but will be considered as a case of fresh issuance with effective 
date being the date of the application or receipt of the prescribed fee for 
Certificate of Practice, whichever is later.

6. It may please be noted that mere payment of fees alone will not be 
sufficient for renewal of Certificate of Practice. Application in prescribed Form 
M-3 is to be used for Renewal of Certificate of Practice duly filled in and signed 
is mandatory. Soft copy of prescribed Form M-3 for Renewal of Certificate of 
Practice can be downloaded from Institute’s website  www.icmai.in.

7. The Institute has introduced a scheme of Continuing Education 
Programme (CEP) and the same is mandatory in accordance with proviso 
to sub-regulation (1) of Regulation 10 of the Cost and Works Accountants 
Regulations, 1959, as amended, whereby no Certificate of Practice and 
renewal thereof shall be issued unless a member has undergone minimum 
number of hours of such training.

The detailed guidelines in this connection are available on Institute’s 
website www.icmai.in.

The  requirement specified  above  does  not  apply to  a  member  in  
practice who  has attained the age of 65 years as on 1st April 2014.

Other relevant issues for Renewal of Certificate of Practice are as 
follows:

• Application for renewal of Certificate of Practice upto 31st March 2014 
has to be made in prescribed Form M-3 which may be filed online or 
through hard copy of form duly filled in and signed on both sides together 
with Renewal Certificate of Practice fee of Rs.2,000/- and all other dues to 
the Institute on account of annual membership fees and entrance fees.

• The annual membership fee for Associate and Fellow members are 
Rs.1,000/- and Rs.1,500/- respectively. The entrance fee for Associate 
and Fellow members is Rs. 1,000/- each payable at a time at the time of 
application for admission to Associateship or advancement to Fellowship, 
as the case may be.

• The fees may be paid online or by Demand Draft/Pay Order/Cheque 
payable at Kolkata if remitted by post to the Headquarters of the Institute. 
In case remittance is made through outstation cheque, Rs. 30/- is to be 
included towards bank charges. The fees may also be paid directly by 
cash at the Headquarters, Kolkata or by Cash/Demand Draft/pay Order/
Cheque at the Regional Councils or Chapters of the Institute.

• Members should note that the renewal of Certificate of Practice can be 
effected only after receipt of the prescribed fees along with duly filled in 
form at the Headquarters of the Institute and on meeting the stipulated 
CEP credit hours. Mere submission of the same at the Regional Councils 
or Chapters will not be sufficient. Members are advised to make payment 
directly to the Headquarters or use the online facility of submission of 
application and payment to avoid any delay.

All practicing members are advised to send their application for renewal of 
Certificate of Practice for the year 2014-15 along with other requirements 
as indicated above immediately so as to reach the Institute’s Office at 
Kolkata by 28th  March 2014 to enable the Institute to issue the renewal 
certificate by 31st March, 2014.

Renewal of Part-time Certificate of Practice

1. For renewal of part-time Certificate of Practice, it is also essential to 
furnish a certificate from the employer in the following form or in a form 
as near thereto as possible if the practising member has undertaken any 
employment or there has been a change in employment:

“Shri/Smt …………………………………………………..is employed 
as (designation)

……………………………… and (name of Organisation) 
…………………………………..……. he is permitted, notwithstanding 
anything contained in the terms of his employment, to engage himself 
in the practice of profession of Cost Accountancy in his spare time in 
addition to his regular salaried employment with us.

Signature of Employers with seal of Organisation”

2. It may be noted that members holding Part-time Certificate of Practice 
(COP) are not eligible to undertake statutory assignments like Cost Audit, 
Central Excise Audit, Certification of Compliance Reports etc.

ADVISORY FOR RENEWAL OF CERTIFICATE 
OF PRACTICE 2014-15
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This Chapter organized a monthly soft skill development programme for Inter & Final Students for the session 
October, 2013 to March, 2014 on December 29, 2013 to make them ready for the corporate world and to impart 

all managerial qualities in them. Prof. R K S Mangesh Dash, Advisor, TWARAN, Ex-Professor in IMIS & an expert soft 
skill trainer guided the students on development of soft skill & communication skill in order to excel in their profes-
sional life. 80 numbers of Inter and Final year pursuing students of the chapter actively participated in the programme.

Eastern India Regional Council

On December 8, 2013, the Chapter organized its An-
nual Seminar-2013-14 where the topic was ‘Rupee 

Devaluation-Its Impact on Indian Economy and Indus-
try-Role of CMAs’. The seminar was inaugurated by Shri 
Amitava Saha, Director (Finance), BCCL, CMA Chitra 
Agarwal, Chairperson, EIRC, CMA Pallab Bhattacharya, 
Vice-Chairman, EIRC, CMA Amal Homray, Chairman of 
the Chapter. The Technical session was attended by various 

eminent dignitaries viz. Dr. Tanupa Chakraborty, Asst. Pro-
fessor, University of Calcutta, Dr. Saikat Sinha Roy, Facul-
ty, Dept. of Economics, Jadavpur University and Shri S.C. 
Basu, Ex-CMD, Bank of Maharashtra who deliberated in 
brief the various reasons for rupee devaluation in the re-
cent times and on the impact of rupee devaluation on the 
economy and industry and co-related the same to inflation 
and current account deficit. The programme was coordi-
nated by CMA Subrato Banerjee, member and past chair-
man of the Chapter, CMA Sudip Dasgupta, Vice Chairman 
of the Chapter, CMA C. Bhattacharyya, Secretary of the 
Chapter, CMA Rambabu Pathak, Treasurer of the Chapter, 
CMA Jaydeep Ghosal, and CMA M.K. Mitra, members of 
the Chapter. Various delegates from ECL, BCCL, ISP-SAIL, 
BSCL, DPL, Dhanbad chapter, Durgapur chapter, Ranchi 
chapter etc. and practitioners in and around Asansol, Rani-
ganj, Durgapur, Dhanbad also participated in the seminar. 4 
CEP hours were awarded to the members of the Institute.

Asansol Chapter of Cost Accountants

Cuttack-Bhubaneswar Chapter of Cost Accountants

Northern India Regional Council
Allahabad Chapter of Cost Accountants

The Chapter organ-
ized a professional 

development programme 
on Governance, Transpar-
ency and Disclosures un-
der the Companies Act, 

2013 on December 15, 2013.  CMA Subhasis Pal, secretary 
of the chapter welcomed the guest and members and CMA 
C S Arti Nigam was the Keynote Speaker of this event who 
detailed the various provisions relating to Governance un-
der the new Act. She briefly explained on Composition of 
Board, Role of Independent Directors, Disqualifications of 
Directors, Rotation of Auditors, Penalties, Corporate So-

cial Responsibility under Companies Act, 2013 as well as 
Transparency Initiatives and Disclosure requirements in 
Financial Records and also in Board’s Report was special-
ly elaborated. The topic was briefly introduced by CMA 
S.M Anwar Hasan, chairman of the chapter. He highlight-
ed the importance of Transparency and Governance. CMA 
Naveen Chandra, treasurer of the chapter expressed the vote 
of thanks. More than 25 professionals and  25 students  in-
cluding CMA Naresh Gupta, joint secretary of the chapter, 
CMA Naveen Chand, treasurer of the chapter, CMA G.P 
Gupta, CMA Jawahar Lal, CMA Shishir Jaiswal ,CMA Ashok 
Agrahari, CMA Virendra Srivastav, Shri Jagdish Tripathi, Sr. 
Advocate  attended the seminar.
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On January 5, 2014 the chapter organized inaugural function of new oral coaching session of January 2014 to June 2014. 
CMA Rajendra Natani, secretary of the chapter welcomed all the old as well as new faculties and CMA Shri M.B. 

Sonkhiya, Vice Chairman of SIRC addressed his motivational and inspirational speech to the students. CMA S.N Mittal, 
director of coaching center addressed to all students about CMA career and the course details. He also explained that CMAs 
are competent enough to control the inflation of our nation. The programme ended with a vote of thanks by CMA Rajendra 
Natani, secretary of the chapter. 

Kota Chapter of Cost Accountants

Southern India Regional Council

An orientation programme was conducted by the Chapter on December 24, 2013 by Vice-Chairperson CMA Meena 
Ramji and coaching in charge CMA S. Subbaraman accompanied by A.O. Shri B. Divakar, who emphasized the advan-

tages of studying the course along with degree course. CMA Ramji and CMA Subbaraman elaborated on the course details 
and its prospects. The meeting was followed by interaction session and the doubts and clarifications raised by the students were 
answered. The chapter also conducted a lecture on Stock Audit in Banks in the PDP meeting led by CMA S. Srinivasaragha-
van, retired Assistant General Manager, SBI on December 27, 2013.

The Chapter organized a series of Investor Awareness 
Programmes in December, 2013 at different colleges 

of Andhra Pradesh and nearby area. CMA K. Siva Prasad, 
practicing cost accountant addressed the participants in the 
programme. The Chapter also organized a Students’ Inter-
active Session on December 6, 2013.  Among the dignitaries 
present were CMA A. Vijay Kiran, secretary & chairman of 
coaching administration & students’ services, CMA N. Srin-
ivasan, director, Propart Solutions India Pvt. Ltd. and CMA 
V. Arunagiri, member of British Institute of Management, 
London. During the session, CMA V. Arunagiri briefly ex-
plained the techniques of facing an interview.  About 45 
students attended the programme.

The Chapter organized a presentation skills program for 
the students on December 18, 2013. The students of the 
Chapter were asked to make presentations on a said topic 
and the students shared effective presentations. CA Chandan 
Ghosh, Senior Manager, Novartis, the Chief Guest, CMA 
Ch. Venkateswarlu, Secretary of SIRC and CMA N. Srini-
vasan being the Guests of honour were among the dignitar-
ies present, who shared their valuable suggestions and made 
the program an eventful one.

A half-a-day Seminar on ‘Internal Audit and Role of 
CMAs’ was organized by the Chapter on December 25, 
2013. The seminar was divided into two parts: the first 
part was addressed by CMA KPC Rao, and was focused 

on Companies Act, 1956 vs. Companies Act 2013 and the 
changing role of Cost Accountants as Internal Auditor.  The 
second part was addressed by CA Prem Nath, and was fo-
cused on technical aspects of Internal Audit. Various discus-
sions on Internal Audit had been made. The Seminar was 
attended by more than eighty members.

On January 5, 2014 the Chapter organized a Practition-
ers’ Meet on ‘Emerging opportunities to Professionals un-
der the New Companies Act, 2013. CMA V. Ahalada Rao, 
Practising Cost Accountant deliberated a speech regarding 
the opportunities available as per the act. CMA B.L. Kumar, 

Coimbatore Chapter of Cost Accountants

Hyderabad Chapter of Cost Accountants
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Chairman, CMA A. Vijay Kiran, Secretary, CMA S. Na-
gendra Kumar, Treasurer & Chairman, Practitioners’ Forum 
with several other members attended the programme.

A career counseling programme was organized by the 
Chapter on January 4, 2014. The primary objective of or-
ganizing such an event was to grab attention of students 
who take admission to the course of Cost and Manage-
ment Accountancy at an early age through foundation 
course & to create a platform to cultivate the competitive 
spirit amongst the commerce students. A subsequent career 
counseling programme was also organized where CMA Dr. 
P.V.S. Jagan Mohan Rao, council member had deliberated 
on the scope and opportunities of the students in the Cost 
and Management Accounting field.

On January 12, 2013 the Chapter organized a programme 
on ‘Swami Vivekananada on Leadership and Governance’ 
on the occasion of 150th Jayanthi celebrations of Swami-
ji. Swami Bhitiharananda ji Maharaj, Director, Vivekananda 
Institute of Languages, Ramakrishna Math, Hyderabad was 

Special Guest of Honour and Sri N. Krishna Murthy, Regis-
trar of Companies, Hyderabad was the Guest of Honour for 
this programme. Dr K. Srikar Reddy, IFS, Regional Passport 
Officer, Hyderabad was the Chief Guest. The programme 
was attended by several members and students.

A campus placement programme was organized by the 
Chapter. This was inaugurated by the Chairman, SIRC, 

CMA S. Raju Iyer. The programme was a resounding suc-
cess and there was overwhelming response from the corpo-
rate as well as industry. Seven companies actively par-
ticipated in the recruitment drive which included M/s 
Wipro Ltd, M/s Synthite Industries Ltd etc. Members 
from Vizag and all chapters in Kerala have participated 
in the Programme. In order to enhance the competen-
cy levels of candidates, mock tests/interviews and per-
sonality development programme were conducted as a 
prelude to the campus placement programme. The col-
lective efforts of the committee/staff members of the 
chapter under guidance and support from Headquarters 
and SIRC paved the way for the successful conduct of 
the first ever campus placement programme at Cochin 
chapter.

The Chapter conducted a full day programme on ‘Re-
cent CAS & Guidance Notes’. The Programme was pre-
sided over by CMA Santhosh Kumar V, Chairman of the 
Chapter, and CMA S. A. Murali Prasad, Director, Sam 
Consultancy Services Pvt. Ltd. was the resource person. 

The Chapter, in association with the Institute of 
Company Secretaries of India, Kochi Chapter organised 
a half day seminar on Internal Audit & Risk Manage-
ment on November 30, 2013. CA Vivek Shenoy, Senior 
Vice President, Risk Management, Muthoot Pappachan 
Group delivered a speech. CMA C S Padmanabhan, Vice 
Chairman of the Chapter welcomed the gathering and 

C S Jayan K, Chairman, ICSI, Kochi Chapter delivered 
vote of thanks. 

The Chapter also conducted a discussion forum on 
‘Companies Draft Rule-2013’ in association with the 
Institute of Company Secretaries of India, Kochi Chap-
ter on December, 7 2013. A one-day Professional Devel-
opment Programme was also organized by the Chapter 
jointly with Kochi Chapter of Institute of Company 
Secretaries of India on December 14, 2013. 

Cochin Chapter of Cost Accountants
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Western India Regional Council

On December 21, 2013, the Chapter conducted a professional development program on ‘Taxability of Service Tax 
under the New Service Tax Regime’.  CMA S. Kumararajan, the Chairman of the Professional Development pro-

gramme delivered the welcome address.  CMA J. Balasubramanian, the member of the Institute gave a vivid description of 
service tax regime from the date of introduction till date analyzing the definition of ‘service’ in an extended manner. He 
also explained the negative list in detail. CMA M. Govindarajan, Vice Chairman of the Chapter provided vote of thanks at 
the end.

The Chapter organized a program on December 23, 2013. 
CMA R B Kothari, Chairman of the Chapter welcomed all 

the students and parents, and thereafter he introduced the scheme 
of Oral Coaching provided by the Chapter. CMA P H Desai, Ex-
Chairman of the Chapter was the Chief Guest who explained the 
importance of cost accounting and growing opportunities and 
challenges for CMAs in the changing world business. CMA Ashish 
Bhavsar, Secretary of the Chapter proposed vote of thanks.

The Chapter organized an evening talk on ‘An overview of Companies Act, 2013’ and Shri Devesh Pathak, a senior prac-
ticing company secretary was invited to share his thought on the subject. The session was interactive and the members 

present were requested to organize similar session at least a month.

Madurai Chapter of Cost Accountants

Ahmedabad Chapter of Cost Accountants

Baroda Chapter of Cost Accountants

The Chapter organized a CEP Program on ‘Service 
Tax Compliance Encouragement Scheme 2013’ De-

cember, 9, 2013.The CEP was presided by Mrs. Sungita 
Sharma, Commissioner of Central Excise. Mr. S. H. Dange, 
Additional Commissioner of Central Excise was Guest of 
Honour in the programme. A presentation was made by Mr. 
Manish Thapliyal, Assistant Commissioner of Central Excise 
on the above subject. There was good interaction between 
the attendees and Mrs. Sharma and Mr. Dange. CEP ended 
with a vote of thanks by CMA Amit Shahane.

On the initiative of CMA Harshad Deshpande and CMA 
Chaitanya Mohrir, Secretary of the chapter and the Chair-
man of Professional Development Committee of Pune 
Chapter of Cost Accountants respectively, a practice test 
was conducted for the foundation students to give them an 
exposure of the new online examination pattern in our ad-
vanced computer laboratory. 

Pune Chapter of Cost Accountants
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A directory of some research papers on Business Valuation that appeared in various 
journals/periodicals/magazines across the world is presented below for the reference of 
readers. The articles are available at the link provided next to them.

Name of The Topic Author(s) Publication and date Link

5 Ways to Sell Your Business at a Peak 
Price In 2014 Kimharland Business Valuation Advice & 

Information, January 22, 2014 http://www.business-valuation.co/archive/

4 Business Valuation Methods  Sherise Alexis Udemy Blog
November, 2013 https://www.udemy.com/blog/business-valuation-methods/

The Connection Between Business 
Valuation and Forensic Accounting Rakis Christoforou Financial Mirror

01 October, 2013 http://www.financialmirror.com/blog-details.php?nid=1167

Business Valuation Lynne Stebbins Marsh-USA
11-Sep- 2013

http://usa.marsh.com/ProductsServices/MarshSolutions/
ID/33024/Business-Valuation.aspx

Pension Plans: The $20 Trillion Elephant 
In the (Valuation) Room Dr. Susan Mangiero Business Valuation Update

Vol. 19, No. 7, July 2013
http://www.brg-expert.com/media/publication/350_Pensions%20
and%20Valuation_SMangiero_BVR_July%202013.pdf

Business Valuation- What Will Your 
Company Sell For? Basil Peters 

Exits Blog - Information On Selling 
Your Business
April, 2013

http://www.exits.com/blog/business-valuation-what-will-your-
company-sell-for/

For Young Lawyers: A Primer on The 
Market Approach to Business Valuation Brian P. Sullivan American Bar Association

February 21, 2013

http://apps.americanbar.org/litigation/committees/
expertwitnesses/articles/winter2013-0213-for-young-lawyers-a-
primer-on-market-approach-to-business-valuation.html

India: An Insight Into Business Valuation  Chander Sawhney October 2012
http://www.mondaq.com/india/x/203572/
Corporate+Commercial+Law/An+Insight+Into+Business+Val
uation

How Capital Structure Affects Business 
Valuation

Clark Schaefer 
Hackett
Valuation And 
Litigation Alert,

September, 2012 http://www.cshco.com/News/Articles/How_capital_structure_
affects_business_valuation/

Selling A Business: Valuation Can Be 
More of an art Than a Science Jane Bird Private Business 2012

September 7, 2012
http://www.ft.com/cms/s/0/1356906a-f0fe-11e1-b7b9-
00144feabdc0.html#axzz2r6LsGXmW

Business Valuation - What Is the Return 
on Investment?

Jason - Valuation 
& ROI

Cordner Taylor Accounts
21 January 2012

http://www.cordner.com.au/blog/business-advisory-blog/
business-valuation-what-is-the-return-on-investment/

Business Valuation: Keeping The Family 
Business Alive Penn Mutual December, 2012 http://www2.pennmutual.com/content/public/small-business/

tools-resources/articles/business-valuation.html

The Multiple Uses of Business 
Valuations Jeffrey Hipshman

Integra-International, A Global 
Advantage
May 31, 2012

http://www.integra-international.net/articles/home/show/430/
The-Multiple-Uses-of-Business-Valuations

How Patents Impact Business Valuation Axial November 17, 2011 http://www.axial.net/blog/how-patents-impact-business-
valuation/

Business Valuation For The Practitioner: 
Identifying The Common Areas of 
Manipulation by The Valuator

Richard Dellinger The Florida Bar Journal
September / October, 2010

http://www.floridabar.org/divcom/jn/jnjournal01.nsf/Subjects/526
9DFFD9BAF17718525778B00528469

Methods Of Business Valuation Jim Sachs Battelle Capital Advisors
October, 2010

http://www.battellecapital.com/wp-content/uploads/2010/10/
Methods-for-Business-Valuations1.pdf

Risky Business:
Relying on Valuation Rules of Thumb Neal Patel Reliant’s SBA Value Newsletter

Volume 2, Issue 2
http://www.colemanpublishing.com/public/SBA-Relying-on-
Business-Valuation-Rules-of-Thumb.pdf

Valuation Approaches
and Methodologies Richard M Wise

Federated Press M&A
Valuation Techniques For CFOs
December, 2011

http://www.wiseblackman.com/english/pdf/RMWise-
FederatedPress-Dec2011.pdf

Valuation and Tax Issues Jack Bernstein
Richard M. Wise

Canadian Tax Foundation
2011 Annual Tax Conference

http://www.wiseblackman.com/english/pdf/JBernstein+RMWise-
Valuation%20and%20Tax%20Issues-CTF-Nov2011-Final.pdf

Personal Goodwill Revisited: Its Nature 
And Importance In Business Valuation Don Wenk Kotzin Valuation Partners’, May, 

2011 http://www.kotzinvaluation.com/articles/personal-goodwill.htm

Journal of Business Valuation and 
Economic Loss Analysis

Ewing, Bradley T. / 
Hoffman, Jim

De Gruyter
1 Issue Per Year, 2011 http://www.degruyter.com/view/j/jbvela

Business Valuation In Divorce 
Proceedings:
Understanding of The Basic Approaches 
to Value

Mitchell Reichman
Jaburg Wilk Attorney And Law 
House
March 2011

http://www.jaburgwilk.com/articles/business-valuation-in-
divorce-proceedings-understanding-of-the-basic-approaches-
to-value.aspx

Look at The Buyer’s Alternatives to Find 
The Real Valuation of Your Business Princeton Capital M & A Articles

March 2011
http://www.princetoncapitalllc.com/valuation-articles/55-
business-valuation-buyer-perspective

An Introduction to Business Valuation John P. Murphy
www.vestedforgrowth.com
February 2011 http://www.vestedforgrowth.com/uploads/valuation-article.pdf

3 Simple Principles to Increase The 
Value of Your Business John Carvalho www.entrepreneurs.about.com

January, 2011
http://entrepreneurs.about.com/od/businessplan/a/3-Simple-
Principles-To-Increase-The-Value-Of-Your-Business.htm

CMA

DOSSIER

CMA DOSSIER
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ADMISSION TO MEMBERSHIP
The Institute of Cost Accountants 
of India
Advancement To Fellowship

Date of Advancement: 20th 
January 2014

M/9936
Mr M  Karuppasamy, BCOM,FCMA
Practising Cost Accountant M 
Karuppasamy - Proprietor 693, 19th 
Cross, B E M L Layout, 6th Stage, 
Thubrahalli, 
BANGALORE 560066

M/11593
Mr Asim Kumar Ghosh, BSC,FCMA
P6, Jubilee Park, Battala, Garia,   
KOLKATA 700096

M/12812
Mr Kamal  Joshi, BCOM 
HONS,FCMA
B-6, Gharonda Apartments Shrestha 
Vihar   
DELHI 110092

M/13301
Mr Asit Kumar  Chatterjee, BCOM 
HONS,FCMA
Proprietor A K Chatterjee & Co. 4d, 
Vikas Apartment, Harihar Singh Road, 
Morabadi,  
RANCHI 834009

M/14501
Mr Harish  Kumar, MCOM,FCMA
Senior Manager-finance & Accounts 
Nasser Pharmacy Po Box 684    
MANAMA 0000

M/15201
Mr Ramesh Ramchand Sadani, 
BCOM,LLB,ACA,ACS,FCMA
71- A, Collector’s Colony, Mahul Road, 
Chembur,  
MUMBAI 400074

M/18250
Mr Ajay Kumar Bhadoriya, BCOM 
HONS,FCMA
Chief Financial Officer Marque 
Impex ( A Govt . Recognised star 
Export House) Opp. Noorpur Village 
Chandausi Road   
MORADABAD 244001

M/18545
Mr Debjyoti  Gupta, BCOM 
HONS,FCMA
Flat No. E 1/1 Dover Lane,   
KOLKATA 700029

M/20738
Mr Kamal  Varandani, 
MCOM,MBA,FCMA
Director Finance Intercontinental 
Hotels Group 11th Floor, Building 
No.10, Tower C Dlf Cyber City, Dlf 
Phas II   
GURGAON 122002

M/21707
Mr Penumetcha  Venkata Rama 
Krishnam Raju, MCOM,LLB,FCMA
Program Manager I B M India Mind 
Space, Cyberabad, Bldg No. 3b Apiic 
Software Layout Hitech City, Madhapur  
HYDERABAD 500081

M/22035
Dr Sanjeev  Kumar, 
MCOM,PHD,FCMA
Manager - Private Banking Lloyds Bank 
International 11-12 Esplanade St Helier 
Jersey    
GUERNSEY, U.K.

M/22676
Mr R  Hariharan, BCOM 
HONS,LLB,ACS,FCMA
Vice President Icici Securities Primary 
Dealership Limited Third Floor, Icici 
Bank Tower, Nbcc Place, Bhisham 
Pitamah Marg Pragati Vihar  
NEW DELHI 110003

M/22867
Mr Siddhi Pravin Sangle, 
BCOM,FCMA
Asst Manager-costing & MiS Flamingo 
Pharmaceuticals Ltd C/o. S. S. Kamble, 
604, Nilkanth Darshan Co-op. Hsg. 
Societ Near Runwal Nagar, Naralipada, 
Kolbad, 
MUMBAI 400071

M/24487
Mr S  Karthikeyan, MCOM,FCMA
47/16, Mayor Siva Shanmugam Street 
Nungambakkam   
CHENNAI 600034

M/26451
Mr Sateesh Kumar Gandikota, 
BCOM,MBA,FCMA
Asst. General Manager - Taxation 
Mytrah Energy (India) Limited 8001, 
Q City, S No 109 Nanakramguda, 
Gachibowli   
HYDERABAD 500032

M/26888
Mr T K Jaganathan, 
BCOM,MBA,FCMA
Cost Accountants T K Jaganathan 
No. 50, 5th Cross 2nd Main Road, 
Chamrajpet,  
BANGALORE 560018

M/27251
Mr Kishor  Ghosh, MCOM,FCMA
Software Engineer Accenture Serv. Pvt. 
Ltd. Block - Dh Action Area - 1 New 
Town Rajarhat 
KOLKATA 700156

The Institute of Cost Accountants of 
India
Admission to Associateship

Date of Admission: 20th January 2014

M/35819
Mr Brajesh Kumar Rao,  
MCOM,ACMA
Sector - 9 B Street - 11, Q. No.51  
BOKARO STEEL CITY  827009

M/35820
Mr Masthanm Vali Vethurla,  ACMA
Officer (Accounts) NCC LIMITED 
12-331, Gandhi Nagar, Near Taj Masjid 
Siddavatam Road, Badvel, Kadapa (Dt) 
KADAPA  516227

M/35821
Ms Savita  ,  BCOM,ACMA
Executive ( Finance) Seven Seas Color 
(P) Ltd A - 21/27 1st Floor Naraina 
Industrial Area Phase - 2 
NEW DELHI  110028

M/35822
Ms Yogita Suryakant Deshmukh,  
BCOM,ACMA
Sr. Officer - Mis & Costing Dystar 
India Private Limited R-855, T T C 
Inductrial Area Rabale  
NAVI  MUMBAI  400701
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M/35823
Mr Pabitra Kumar Parida,  ACMA
Mananger - Costing Galpha Labs Ltd 
610, Shah Nahar Dr E Moses Road 
Worli 
MUMBAI  400018

M/35824
Ms Geethashree  H S,  BCOM,ACMA
Senior Associate Vice President Amba 
Research (India) Pvt. Ltd 12th Floor, U 
B City Concorde Block Vittal Mallya 
Road 
BANGALORE  560001

M/35825
Mr Prasanta Kumar Sahoo,  BCOM 
HONS,ACMA
Asst. Manager - Finance Delhi Metro 
Rail Corporation Ltd. Plot No 584, 
Hata Sahi Jagannath Math Lane Old 
Town 
BHUBANESWAR  751002

M/35826
Mr Saurabh  Jain,  BCOM 
HONS,ACA,ACMA
Partner Saurabh Suresh & Company 
Plot No: 35, Gali No: 3 Third Floor, 
Shalimar Park Shahdara 
NEW DELHI  110032

M/35827
Mr Manikandan  S,  BCOM,ACMA
Finance Executive ITC Ltd No -18, 
Banaswadi Main Road Maruthiseva 
Nagar  
BANGALORE  560005

M/35828
Mr Manoj  Kumar,  MCOM,ACMA
Assistant Manager - Costing Ingersoll 
- Rand Industrial Products Pvt. Ltd 37 
- A, Site - 4 Sahibabad Industrial Area 
Ghaziabad 
SAHIBABAD  201010

M/35829
Mr Kapil  Dev,  BCOM,ACMA
Assistant Manager (Finance) NHPC 
Limited Finance Complex P H E P - 2 
Nagwain 
MANDI  175121

M/35830
Mr Riddhish Harendra Desai,  
BBA,ACMA
Internal Auditor Eros Group Eros 
Corporate Office P. O. Box 1184 
Junction Of 108/1 
DUBAI  1184

M/35831
Mr Srinivas  Valluru,  MCOM,ACMA
S/0 V S S K Rao D No 13/138B 
Patimeeda 
GUDIVADA  521301

M/35832
Mr Rabindra Kumar Pattanayak,  
BCOM,ACMA
At - Hat Pada Para   
BALANGIR  767001

M/35833
Mr Mrutyunjaya  Mishra,  BCOM 
HONS,ACMA
Assistant Manager ( F & A ) Jindal Steel 
& Power Limited Finance & Accounts 
Department Jindal Steel & Power 
Limited Kharsia Road 
RAIGARH  496001

M/35834
Mr Prasad Shashikant Jambavdekar,  
MCOM,ACMA
General Manager - Finance, Accounts 
Ducon Technologies (I) Pvt Ltd Flat 
No. 502, Bldg. E-3 , Rutu Tower Opp. 
Municipal Commissioner Bunglow 
Patlipada, Ghod Bunder Road 
THANE (WEST)  400607

M/35835
Mr Pramod  Kumar,  BCOM,ACMA
D G M - Finance & Accounts S I 
Group- India Ltd Plot No 2/1, T T C 
Indl. Area Opp Jui Nagar Railway Stn 
Thane Belapur Road, Turbhe 
NAVI MUMBAI  400705

M/35836
Mr Mukesh  Sindhi,  BCOM,ACMA
Sr Accounts Executive Onkar Infotech 
Pvt Ltd Plot No. 117 Udyog Vihar 
Phase - 1  
GURGAON  122016

M/35837
Mr Pintu Kumar Sahoo,  BCOM 
HONS,ACMA
Accounts & Finance K E Technical 
Textiles Pvt Ltd Jakpur Rupnarayanpur  
KHARAGPUR  721301

M/35838
Mr Tejas Sureshbhai Panchal,  
BCOM,ACMA
Asst Executive Mehsana D C M P U 
Ltd F-10 Dudhsagar Dairy Dairy Staff 
Colony Mehsana Highway 
MEHSANA  384002

M/35839
Mr Vivek  Subramaniam,  
BCOM,ACMA
Plot 40 Gb Vgn Milano Glacieris Vgn 
Milano Square Kamaraj Salai East 
Tambaram
CHENNAI  600059

M/35840
Ms Shoba  Jayaraman,  BCOM,ACMA
Plot 40 Gb Vgn Milano Glaciers Vgn 
Milano Square Kamaraj Salai East 
Tambaram
CHENNAI  600059

M/35841
Mr Ranjeet Kumar Singh,  BCOM 
HONS,ACMA
Zonal Accountant Future Generali 
India Insurance Co. Ltd 203, Balleswar 
Square Opp Iscon Temple S. G. Road 
AHMEDABAD  380 052

M/35842
Mr Mallikarjuna Rao  Pushadapu,  
BCOM,MBA,ACMA
Assistant Manager Tafe Ltd Huzur 
Gardens Sembiam  
CHENNAI  600011

M/35843
Mr Irshad  Pasha,  MCOM,ACMA
42 D, 1st Floor, Pipeline Road 
Ilyasnagar 
BANGALORE  560078

M/35844
Mr Om Prasad Das,  BCOM,ACMA
Plot-268, Lane-6, Road-1 Shree 
Jagannath Vihar Baramunda 
BHUBANESWAR  751003

MEMBERSHIP LIST
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M/35845
Mr Ashok Prasad Kushwaha,  
MCOM,ACMA
Sr. Manager Gammon Infrastructure 
Projects Limited House No.176 
Kautilya Nagar P. S. Vertenary College 
PATNA  800014

M/35846
Mr Tupil Narayanan Ramjee,  
BSC,ACA,ACMA
Finance Director - Treasury Fortune 
Promoseven L L C P. O. Box 6834 M C 
N Hive, Telcom, Section  C  
DUBAI  006834

M/35847
Mr Palghat Krishnamoorthy 
Venkatasubramanian,  MCOM,ACMA
Accounts Officer Integral Coach 
Factory O/o. The Financial Adviser & 
C A O Shell Division Perambur 
CHENNAI  600038

M/35848
Mr Vidyashree  H N,  BCOM,ACMA
Analyst Accenture Services Pvt. Ltd I B 
C Knowledge Park Corporation No. 
4/1 Bannerghatta Road 
BANGALORE  560029

M/35849
Ms Kopparapu  Sravani,  
BCOM,ACMA
Deccan Law House Near Hotel Raj 
Towers Eluru Road 
VIJAYAWADA  520002

M/35850
Mr Bhanu Chandra Rao  Komatigunta,  
ACMA
Block No.87, D. No.43-17-6 Opp. 
Vivekanandha High School Current 
Office Road Ajith Singh Nagar
VIJAYAWADA  520015

M/35851
Mr Sabeena  S S,  BCOM,ACMA
ICWAI  Trainee  Asiya Building, 
Mullassery Murukkumpuzha - P. O.  
THIRUVANANTHAPURAM  
695302

M/35852
Mr Baskar  Tagore,  
BCOM,ACA,ACMA
Director - Risk Consulting Albazie & 
Co. 7th Floor, Kuwait Airways Building 
Shuhada Street  
KUWAIT  13022

M/35853
Mr Vishal  Nayer,  
BCOM,MBA,ACMA
Deputy General Manager - Finance 
Avantha Power & Infrastructure Ltd 7th 
Floor, Vatika City Point, M G Road,  
GURGAON  122002

M/35854
Mr K  Suresh,  BSC,ACMA
Deputy Manager-Finance Lear 
Automotive India Pvt Ltd Plot P8/2 
Mahindra World City Veerapuram 
Village Kancheepuram Dist
CHENNAI  603002

M/35855
Ms Iswarya  Lakshmi V,  
BCOM,ACMA
D. No. 6-2-139, Flat 3 E Sri Srinivasa 
Teja Residency Thyagaraja Nagar Dist. 
Chittor
TIRUPATHI  517501

M/35856
Ms Gayathri  Narayanan,  
BCOM,FCA,ACMA
No.9/7, Melody Towers Lalitha Nagar 
First Street Papanasam Sivan Salai 
Mylapore
CHENNAI  600004

M/35857
Mr Sameer Dattaram Yerapale,  
MCOM,ACMA
Dy. Manager - Procurement Premier 
Transport Ltd 405, Prestige Chamber 
Kalyan Street, Masjid East  
MUMBAI  400009

M/35858
Mr Subir Kumar Chakraborty,  BCOM 
HONS,ACMA
23/11, Edison Road B - Zone  
DURGAPUR  713205

M/35859
Ms Sonal Dhirubhai Patel,  
BCOM,ACMA
Hindustan Unilever Ltd Unilever 
House B. D. Sawant Marg Chakala, 
Andheri (E) 
MUMBAI  400099

M/35860
Mr Usha Pratap Surve,  BCOM,ACMA
Sr. Accountant Sudhir & Associates Q 
2, 2nd Floor Sudhanshu Chambar Opp. 
Kohinoor Technical Institute 
KALYAN  421301

M/35861
Mr Manoj Kumar Sharma,  
BCOM,ACMA
B -368, Sector -1 Rohini, Avantika  
DELHI  110085

M/35862
Mr Abhinav  Agrawal,  BCOM,ACMA
238, Mohalla Prabhu Dayal Patwari Wali 
Gali Jahangirabad 
BULANDSHAHR  202394

M/35863
Mr Thota Lakshmi Srinivas,  
BCOM,ACMA
Deputy Manager - Finance & A/
cs. Anrak Aluminium Limited Plot 
No.705, Lakshmi Nivas Road No. 3, 
Banjara Hills  
HYDERABAD  500034

M/35864
Mr K  Ramakrishnan,  BCOM,ACMA
Assistant Manager - Accounts T A S 
M A C  Ltd 5 -B - 1, Sipcot Industrial 
Area Near Muthudaiyanpatty  
PUDUKKOTTAI  622501

M/35865
Mr Varuni  M P,  MCOM,ACMA
44, Vivekananda RD 2nd Block, 
Thayagaraja Nagar BasavanagudI
BANGALORE  560068

M/35866
Mr Girish  Dinakaran,  
BCOM,ACA,CPA,ACMA
Partner R. S. M. Albazie & Co. 7th 
Floor, Kuwait Airways Building Pb 
2115, Safat 13022 Kuwait City 
SAFAT  13022

M/35867
Mr Anand Madhusudan Deshpande,  
MCOM,ACMA
Manager Costing Cachet 
Pharmaceuticals Pvt. Ltd 415, Shah 
Nahar Dr. E. Moses Road Worli 
MUMBAI  400018
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M/35868
Mr Sharanappa  Patil,  BCOM,ACMA
Accounts Officer Career Academy 
Upstairs Hindi B. Ed College Near Bala 
Bharathi School Gandhi Nagar 
BELLARY  583103

M/35869
Mr S Pradeep  Kumar,  
MCOM,ACMA
Manager Finance M T L Instruments 
Pvt Ltd. No. 3, Old Mahabalipuram 
Road Sholinganallur  
CHENNAI  600119

M/35870
Mr Harpreet  Singh,  BCOM,ACMA
Accounts Officer B H E L B H E L 4  
Arya Nagar Narmada Road  
JABALPUR  482008

M/35871
Mr V S Raviteja Machepalli,  
BCOM,ACMA
16-4-6, Main Road West Godavari 
District  
PALACOLE  534260

M/35872
Mr Srikanth  P V,  
BCOM,MBA,ACMA
Principal Consultant SABCONS 
Project Management Consultants B-1-
2, Oakyard 38th Cross, East End ‘C’ 
Main Jayanagar, 9th Block 
BANGALORE  560069

M/35873
Mr Anshul  Goyal,  BCOM 
HONS,MBA,ACMA
Deputy General Manager Indus Tower 
3rd Floor, Tower - F D L F  I. T.  Park D 
L F Building 
CHANDIGARH  160101

M/35874
Mr Ashok Kumar Singh,  BSC,ACMA
Sr. Manager (S A I L) Bhilai Steel Plant 
Room No.142, 1st Floor Ispat Bhawan  
BHILAI  490009

M/35875
Mr Mahesh Kumar Bang,  
BCOM,ACMA
Assistant General Manager I D B I 
Bank Limited Chapel Road Opp. Khan 
Latif Khan Building  
HYDERABAD  500027

M/35876
Mr Manoj Kumar Singh,  
BCOM,LLB,ACMA
Chief Of Finance J E M C O -  I S 
& W P Near Manifit Busstand P. O. - 
Telco Works  
JAMSHEDPUR  831004

M/35877
Mr Ramakrishnan  Venkataraman,  
BCOM,ACS,ACMA
Vice - President Finance Tata 
Consultancy Services Ltd Plot - 78, 
E P I P Industrial Area ‘ L’ Centre, 
Whitefield  
BANGALORE  560066

M/35878
Ms S  Ponlakshmi,  BCOM,ACMA
Lead Operations I B M Daksh B P S 
Pvt Ltd Infinity Tower - B, 5th Floor 
Alpha City, Sector Gamma Block 
Navalur, Omr 
CHENNAI  603103

M/35879
Mr Sunil  Bhojwani,  
BCOM,MBA,ACMA
Senior Manager B. A. Continuum India 
Pvt Ltd Building No.5 Mindspace - 
Raheja  I. T. Park Hitec City, Madhapur 
HYDERABAD  500081

M/35880
Mr Vipul  Khinvasara,  BCOM,ACMA
10/87, Chopasani Housing Board Near 
Sindhu Mahal  
JODHPUR  342001

M/35881
Mr Asit Kumar Ray,  BSC 
HONS,ACMA
Officer Punjab National Bank B A - 1 
Salt Lake City Sector - 1 
KOLKATA  700064

M/35882
Mr Perumallu  Challa,  BCOM,ACMA
Senior Executive Aurobindo Pharma 
Limited The Water Mark Building, Plot 
No.11 Survey No.9, Kondapur Hitech 
City 
HYDERABAD  500084

M/35883
Mr Asheesh  Goel,  BCOM,ACMA
10, Tarang Plot 20, Sector 29 Vashi 
NAVI  MUMBAI  400703

M/35884
Mr Ravi  Allimuthu,  BSC,ACMA
Assistant Manager Trance Info 
Tech 4/490 Railway Station Road 
Dharmapuri - Taluk 
DHARMAPURI  636701

M/35885
Mr Bablu  Sharma,  BBA,MBA,ACMA
Indra Colony, Sonkh Road Goverdhan  
MATHURA  281502

M/35886
Mr Adesh  Khandelwal,  
MCOM,ACMA
Finance Controller Magneti Marelli 
Powertrain India Pvt. Ltd Plot No.1, 
Subplot No.25 & 23 Maruti Supplier 
Park Sector - 3 A, I M T Manesar 
GURGAON  122051

M/35887
Mr Nareddy  Sampath,  
BCOM,ACMA
Asst. Manager - Finance Dr. 
Reddy’s Laboratories Ltd Biologics 
Development Center Survey No.47, 
Bachu Pally Qutbullapur, R R District 
HYDERABAD  500090

M/35888
Mr Sunil  Sadani,  BCOM 
HONS,ACMA
Vice  President - Commercial Usha 
Martin Americas 701, Plastics Avenue   
HOUSTON  77020

M/35889
Mr Swetha  Ogirala,  BCOM,ACMA
Accounts Officer Electronics 
Corporation Of India Limited G M (F) 
Office, F A G Administrative Building E 
C I L Post 
HYDERABAD  500062

M/35890
Mr Santha Kumar  Senthil Murugan,  
BCOM,ACA,ACMA
1/6/1287, Asari Colony Satchiapuram  
SIVAKASI  626124

MEMBERSHIP LIST
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M/35891
Ms Swapna Parag Chitnis,  
MCOM,ACMA
Manager - Production Planning & 
Costing Hyloc Hydrotechnic Pvt Ltd 
88, Machhe Industrial Estate Machhe  
BELGAUM  590014

M/35892
Mr Achintya  Misra,  BCOM 
HONS,ACMA
Financial Controller Tata Africa 
Holdings (Kenya) Ltd P O Box - 5774 
- 00200   
NAIROBI  000000

M/35893
Mr R  Bhuvana,  MCOM,ACS,ACMA
Practising Company Secretary  Flat No. 
7, Door No. 10 Madans, South Canal 
Bank Road Mandavelipakkam 
CHENNAI  600028

M/35894
Mr Varun Naranbhai Prajapati,  
BBA,MBA,ACMA
Branch Manager The Kalupur Comm. 
Co-op. Bank Ltd 1, New Grain Market 
Beside Gayatri Dairy Opp : Anupam 
Cinema, Khokhra Manimagar (East)
AHMEDABAD  380008

M/35895
Mr Shanmugam  Balakrishnan,  
MCOM,ACMA
Assistant Manager The Royal Bank Of 
Scotland No. 1, Harrington Road K R 
M Towers Chetpet 
CHENNAI  600030

M/35896
Mr Harish  Ganapathi,  
MCOM,ACMA
Assistant Manager Alstom T + D India 
Ltd 10 C Building 19/1 G S T Road 
Pallavaram 
CHENNAI  600088

M/35897
Mr Yogendra Prasad Shukla,  
BSC,ACMA
Manager N T P C  Limited A. E -24, 
N T P C Colony Vidyutnagar, Tanda 
Ambedkaranagar 
AKBARPUR  224238

M/35898
Ms Deepti  Saini,  BCOM,ACMA
Assistant Manager Inmacs Management 
Services Limited H. No -1557, Tula 
Nagar Kotla Mubarak Pur  
NEW DELHI  110003

M/35899
Mr Vishwanath Shankar Manchanahalli,  
BCOM,ACMA
Manager - Finance Hewlett Packard 
Global e-Business Operations Pvt 
Ltd Embassy Prime Building Near 
Bagmane Tech Park C. V. Raman Nagar 
BANGALORE  560078

M/35900
Mr Asutosa  Panda,  BCOM,ACMA
Dy Manager HLL Life Care Limited 
Survey No -1005 A Pidched Road 
Gajwel (V / M), Medak 
GADWAL  502278

M/35901
Mr Prasanna  H M,  BCOM,ACMA
469/27, Om Shanthi Nilaya Narayana 
Reddy Layout Electronic City 2nd 
Phase 
BANGALORE  560100

M/35902
Mr Madan Gandhi Allam,  
BCOM,ACMA
Assistant Accounts Manager Akzo 
Nobel India Lts No 5&6,7th Avenue 
Harrington Road Chetpet 
CHENNAI  600031

M/35903
Mr Manish  Kumar,  MCOM,ACMA
Manager Business Finance Ranbaxy 
Laboratories Limited Plot 90, Sector 32   
GURGAON  122001

M/35904
Mr Munjal Bharat Parekh,  BE,MBA, 
CGMA,ACMA
284, Kalpana Society Near Kailash 
Society Waghodia Road 
VADODARA  390019

M/35905
Mr Vijay  Kumar,  BCOM,ACMA
Manager Finance & Accounts Delhi 
Duty Free Services Private Limited 
Airport Building - 302, Ground Floor 
New Udaan Bhawan Complex,  Near 
Terminal-3 I G I Airport 
NEW DELHI  110037

M/35906
Mr B  Prakash,  BCOM,ACMA
574 - A, Rajeev Gandhi Nagar Near 87, 
Samathuvapuram Narimedu 
PUDUKKOTTAI  622005

M/35907
Mr Joshy  George,  MCOM,ACMA
General Manager Reliance Corporate I 
T Park Ltd Chandrika Chambers Vyttila 
Junction Kochi 
ERNAKULAM  682019

M/35908
Mr Kasturirangan  P V,  BCOM,ACMA
Divisional Manager Ashok Leyland 
Nissan Vehicles Ltd Kochar Tower 19, 
Venkatanarayana Road T. Nagar 
CHENNAI  600017

M/35909
Mr Ramachandran  Natarajan,  
BCOM,ACMA
D G M - Accounts Larsen Toubro Ltd 
Land Mark, Wing -  B  , 3rd Floor 
Suven Road, Chakala Andheri East 
MUMBAI  400093

M/35910
Mr Surajit  Dutta,  MCOM,ACMA
Sr. Technician S A I L - Durgapur Steel 
Plant D S P (Near Main Gate)   
DURGAPUR  713203

M/35911
Mr Sushmita  Das,  MCOM,ACMA
Sukhakarta Appartment Plot No  - 
121/122,  202 2nd Floor, Sector  - 20 
Belapur
NAVI MUMBAI  400614

M/35912
Mr Srikanth Chandrasekaran Iyer,  
BCOM,ACMA
Bldg.- 8,  Fla - 16 Radhanagar 
Khadakpada Barve Road
KALYAN (WEST)  421301

M/35913
Mr Gayatri  Dash,  BCOM,ACMA
Finance Personnel Odisha Power 
Transmission Ltd Bhoi Nagar Janpath  
BHUBANESWAR  751022
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M/35914
Mr Hrusikesh  Behera,  BCOM 
HONS,ACMA
At : Bhalukhai, Po : Dharmasala Via : 
Jaraka  
JAJPUR  755008

M/35915
Mr Pranab Kumar Behera,  BCOM 
HONS,LLB,ACA,ACMA
C/o. Patitapaban Mohapatra Tankapani 
Road B J B Nagar, Plot No. 722/738 
BHUBANESWAR  752014

M/35916
Ms Soumya  Mani,  MCOM,ACMA
G-1, Lakshmi Vihara, B.K Residency, 
Between 6th And 7th Cross, Near 
Brahma Kumari Ashram Bannerghatta 
Road, Gottigere, Bangalore
BANGALORE  560083

M/35917
Mr Meenakshi  Bedi,  BCOM 
HONS,MBA,ACS,ACMA
Senior Delivery Manager R2C Ihg It 
Services (India) Pvt Limited B F 104 
East S FS Flats Shalimar Bagh 
DELHI  110088

M/35918
Mr Kaustuva  Hota,  
BCOM,MBA,ACMA
Asst. Professor Trident Academy Of 
Creative Technology F2 / B, Chandaka 
Industrial Estate Infocity Area  
BHUBANESWAR  751024

M/35919
Mr Vikas  Badaya,  
BCOM,ACA,ACMA
Village Post - Watika Sanganer  
JAIPUR  303905

M/35920
Mr Raj Kumar Rungta,  BCOM 
HONS,ACMA
Partner R K Rungta & Associates 2, 
Baretto Lane, 3rd Floor   
KOLKATA  700069

M/35921
Mr Sharad Narayan Mithagri,  
MCOM,MBA,ACMA
Sr. Manager - Acts. & Audit Hitech Plast 
Ltd C / 130, Solaris - 1 Opp : L & T 
Gate No. 6 Powai 
MUMBAI  400072

M/35922
Ms Anuradha  J,  
BCOM,FCA,ACS,ACMA
Anuradha J & Associates 16153, Raaju 
Street West Mambalam  
CHENNAI  600033

M/35923
Mr Vijay  Thadani,  MCOM,ACMA
S O (F & A) Brahmaputra Cracker 
& Polymer Ltd 1st Floor, Finance 
& Accounts Department Main Fire 
Station Building B C P C Project Site 
Lepetkata
DIBRUGARH  786006

M/35924
Mr Ramanathan  Venkataraman,  
BCOM HONS,ACA,ACMA
7152, Prestige Shantiniketan I T P L 
Road, Whitefield  
BANGALORE  560048

M/35925
Mr Sameer  Pandey,  MCOM,ACMA
Head Service Marketing Tata Tele 
Services C125, Phase - 8 Industrial 
Focal Point  
MOHALI  160071

M/35926
Mr Chandra Shekhar  Singh 
Choudhary,  MCOM,ACMA
Manager-finance(costing) General 
Motors India Pvt Ptd Plot No-a Midc, 
Talegaon Industrial Area, Phase Ii, 
Expansion, Tahsil -Maval  
PUNE  410507

M/35927
Mr Saurabh  Pokhriyal,  
BCOM,ACMA
Assistant Manager I T C  Ltd. L-146/ B, 
Lajpat Nagar Sahibabad  
GHAZIABAD  201005

M/35928
Mr Ranjith  N C,  BCOM,ACMA
Assistant Manager - Finance Royal 
Enfield (A Unit Of Eicher Motors 
Ltd) Flat No. 9 C, S S V K Shades 
Apartments Vaideeshwaran Nagar, Near 
Ambal Nagar Poonamallee, Land Mark 
Kallara Bus Stop Queen Victoria Road
CHENNAI  600056

M/35929
Mr Chandan Singh Negi,  
BCOM,ACMA
H No 487, Sector D Mandir Marg  
NEW DELHI  110001

M/35930
Mr Jiwan Chandra Pandey,  
BCOM,ACMA
B-4/88D Lawrance Road Keshavpuram 
DELHI  110035

M/35931
Mr Paruchuri Sri Hari,  
BCOM,ACMA
Assistant Manager Lanco Infratech 
Limited Plot No. 397 Udyog Vihar 
Phase - 3 
GURGAON  122016

M/35932
Mr Naresh Kumar Thumati,  
BCOM,ACMA
Vill + Post - T B Palem Mandal - 
Kodad Dist - Nalgonda 
NALGONDA  508206

M/35933
Mr Arindam  Mukherjee,  BSC,ACMA
Dy. Manager (A/cs) Andrew Yule & Co. 
Ltd 8, Dr. Rajendra Prasad Sarani Yule 
House Tea Division 
KOLKATA  700001

M/35934
Mr Naveen  Bharati,  MCOM,ACMA
Manager - Finance Bharat Heavy 
Electricals Ltd B H E L - Power Sector, 
Northern Region H R D I & P S N R  
Complex Plot No.25, Sector - 16 A 
NOIDA  201301

M/35935
Mr Binu  Sukumaran,  BCOM,ACMA
Accountant Rhydo Technologies Pvt. 
Ltd Golden Plaza Opp : Mymoon 
Theatre Chittoor Road 
COCHIN  682018

M/35936
Mr Birpal Singh Kandari,  
BCOM,ACMA
Sr. Executive Ranbaxy Lab Ltd N D O 
, A - 41, Industrial Area Phase - Viii - A 
S A S Nagar 
MOHALI  160071

MEMBERSHIP LIST
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M/35937Mr Ratheesh 
Chanayilparambil Chandran,  
MCOM,ACMA
Manager - Finance Williams Lea 
(India) Pvt Ltd Plot No.1 Muthoot 
Technopolis, C S E Z Kakkanad, Kochi 
ERNAKULAM  682037

M/35938
Mr Uttam  Chatterjee,  BSC,ACMA
Chief Manager - Finance Eastern 
Coalfields Limited O/o.  The General 
Manager Kajora Area, E C L P. O. - 
Parasea, Jambad 
KAJORA  713384

M/35939
Ms Vinaya Ramesh Walawalkar,  
BCOM,ACMA
Director Kango Consulting Pvt 
Ltd D - 1104, D S K Chandradeep 
Mukundnagar  
PUNE  411037

M/35940
Mr Janvi Chandresh Modi,  
BCOM,ACMA
Kris Flexipacks Pvt. Ltd Executive MiS 
A/39, Road No. 11 Wagle Industrial 
Estate Thane (West) 
THANE  400604

M/35941
Mr Kumar  Gopala Iyer,  
BCOM,ACMA
Assistant Manager - Fin. & Acctts 
Salalah Freezone Co. S A O C P. O. Box 
87, P C - 217 Auqad, Salalah  
SALALAH  217

M/35942
Mr Karthik  Gurumoorthi,  
BCOM,ACA,ACMA
Senior Manager Hyundai Motor India 
Limited Plot No. H1, Sipcot Industrial 
Park, Irungattukottai 
KANCHEEPURAM  602117

M/35943
Mr Hetal Sanjay Sonawane,  
MCOM,ACMA
Cost Audit Assistant C M A Rohit J. 
Vora (Cost Accountants) 1103, Raj 
Sunflower Royal Complex Eksar Road 
Borivali (West) 
MUMBAI  400092

M/35944
Mr Balram  Singh,  BA,ACMA
Sr. Manager (Finance) Northern 
Coalfields Limited P. O. Singrauli 
Colliery   
SINGRAULI  486889

M/35945
Ms Geeta  Pant,  BCOM,ACMA
Cost Executive H.K Bhatia H. No. 
2709, Gali No.24 Sector  23, Sanjay 
Colony  
FARIDABAD  121005

M/35946
Mr Santhosh Kumar Jaini,  BCOM 
HONS,ACMA
General Manager Kistler Morse 
Automation Ltd Plot  - 158, Phase - I I 
I I D A , Cherlapally  
HYDERABAD  500061

M/35947
Mr Naresh Kumar Mariyala,  
BCOM,ACMA
Sr. Executive Schneider Electric India 
Pvt Ltd Survey No.215, Building No.2-
24/1 Gagillapur Village Medak Road, 
R. R. Dist. 
HYDERABAD  500043

M/35948
Mr Sandya  Meenakshisundaram,  
BCOM,ACMA
Old No. 2/12, New No. 3/12 Gandhi 
Street Aishwarya Apartment T. Nagar
CHENNAI  600017

M/35949
Ms Jyoti M Bhatia,  MCOM,ACMA
Asstt. Professor St. Andrew’s College Of 
Arts, Science & Commerce St. Dominic 
Road Bandra (W)  
MUMBAI  400050

M/35950
Mr Naveen  Shokeen,  BCOM,ACMA
B -106, Ashoke Enclave Peera Garhi  
NEW DELHI  110087

M/35951
Mr Sanjay Kumar Singal,  
MCOM,ACMA
Asst. Manager (Fin) Koldam Hepp (N 
T P C Ltd) N T P C - Koldam Hepp 
Po - Barmana  
BILASPUR  174013

M/35952
Mr Sandeep  Somani,  BCOM 
HONS,ACS,ACMA
Flat # 10, Raj Prayag Flats 22, Poes 
Road, 2nd Street Teynampet 
CHENNAI  600018

M/35953
Mr Ramesh Kumar Singh,  BSC 
HONS,ACMA
General Manager- F & A R-tech 
Constructions Pvt Ltd Building No-80, 
Sec-44   
GURGAON  122002

M/35954
Ms Preeti L Sadarangani,  
BCOM,ACMA
Senior Vice -President Vidafone India 
Ltd Peninsula Corporate Park Ganpat 
Rao Kadam Marg Lower Parel 
MUMBAI  400089

M/35955
Ms Palisetty  Keerthi Tejaswi,  
BCOM,ACMA
C/o. K. Sambasiva Rao A. M. 
Modern Degree College 40-7-13, 
Mogalrajapuram Jammi Chettu
VIJAYAWADA  520010

M/35956
Ms Bachu Lakshmi Praneetha,  
BCOM,ACMA
Junior Accountant Sree Lalitha 
Parameswari Spinning Mills (P) Ltd 
Tirumala Complex, 1 Floor 4/2, 
Brodipet  
GUNTUR  522002

M/35957
Mr Imam  Mohammad,  
MCOM,LLB,ACMA
Finance Manager Sheida International 
Co L LC P O Box 959 P C 116 Mina 
Al Fahal 
MUSCAT  116

M/35958
Mr Ram  Charan,  BCOM,ACMA
Assistant Manager Audit Indiabulls 
Power Limited Indiabulls House 448-
451 Udyog Vihar, Phase-v  
GURGAON  122001
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M/35959
Mr Balaji  Santhanakrishnan,  
BCOM,ACA,ACMA
Senior Consultant R. K. Kumar And 
Co., Chartered Accountant Room 
No.101 - 106, 2nd Floor Congress 
Building 573, Mount Road 
CHENNAI  600006

M/35960
Mr Lingaswamy  G,  MCOM,ACMA
Financial Analyst Parker Hannifin 
Corporation 2nd Floor, Plot No 55, 
St No 8, Jayalaxmi Nagar Colony, 
Beeramguda Ameen Pur Village, 
Patancheru Meadk District
HYDERABAD  502032

M/35961
Mr Naganathan  Ganesan,  
BCOM,FCA,ACMA
Partner R. K. Kumar And Co. 
Chartered Accountant Room No.101-
106, 2nd Floor Congress Buildings 573, 
Mount Road 
CHENNAI  600006

M/35962
Mr Md Zafar  Eqbal,  BCOM 
HONS,ACMA
Accountant Al-falah School Of Eng. 
Tech 274 - A, Al- Falam House Jamia 
Nagar Okhla 
NEW DELHI  110025

M/35963
Mr Sunil Tejram Bhisikar,  
BCOM,ACMA
Officer (F & A) N E P A Ltd 
Administration Building Nepa Nagar 
Dist - Burhanpur 
NEPANAGAR  450221

M/35964
Mr Balakrishna Rao Adigi,  
BSC,ACMA
Higher Grade Assistant (Admn.) L I C 
Of India Bagyalashmi Complex 108-
109, N S R  Road North Coimbatore 
Bo Saibaba Colony
COIMBATORE  641011

M/35965
Mr Veerral Balamukund Patail,  
MCOM,ACMA
Ashok Towers, B - 307 Opp : To 
Bharatmata Cinema Next To I T C 
Grand Central Dr. Babasahab Ambedkar 
Marg, Parel
MUMBAI  400012

M/35966
Mr Ranganathan  Subramanian,  
BCOM,ACA,ACMA
Finance Manager S N C Lavlin Saudi 
Arabia P. O. Box 30851   
ALKHOBAR  31952

M/35967
Mr Nikhil  Sharma,  MCOM,ACMA
282 - A, J & K Pocket Dilshad Garden  
NEW DELHI  110095

M/35968
Mr Dinesh  Golechha,  
MCOM,ACA,ACMA
166, Mahaveer Nager Opp : B S N L 
Telephone Office Building  
PALI-MARWAR  306401

M/35969
Ms Anuradha  Garg,  
BCOM,MBA,ACMA
House No.1653 Sector - 15  
PANCHKULA  134113

M/35970
Mr Chandan Kumar Dey,  
BCOM,ACA,ACMA
Director - Finance Eastern Coalfields 
Limited C M D’s Office, Sanctoria P. O. 
Dishergarh Dist. Burdwan 
ASANSOL  713333

M/35971
Mr Sengeny  B,  BCOM,ACMA
No. 1, Rangasamy Street 
Thondamanatham & Post  
VILLYANPUR  605502

M/35972
Mr Satya Prasad Udandravu,  
BCOM,ACA,ACMA
Finance Controller Actuant India Pvt. 
Ltd No. 10, Bellary Road Sadashiva 
Nagar  
BANGALORE  560080

M/35973
Mr Venkata Marthanda Prabhu 
Kompella,  BCOM,MBA,ACMA
Sr. Officer I C I C I Bank Ltd G - 1, 
Opposite To Clock Tower Navaketan 
Complex Near Railway Station 
SECUNDERABAD  500003

M/35974
Mr Naresh  Sharma,  BCOM,ACMA
746 - A, Bhagwan Gali Gurudwara 
Road Kotla Mubarkpur 
NEW DELHI  110003

M/35975
Mr Samarth  Bhatia,  BCOM,ACMA
Synergy Institute Of Commerce 
Krishna Plaza  
BIJNOR  246701

M/35976
Mr Padma  D,  BCOM,ACMA
Associate Manager - Finance Valtech 
India Systems Pvt. Ltd Maas Unique 
- 30 / A, 1st Main Road Industrial 
Suburb 3rd Phase J P Nagar 
BANGALORE  560078

M/35977
Mr Manickam  Sugumaran,  
BCOM,ACA,ACMA
Audit & Sox Co-ordinator Hewlett-
packard India Sales Pvt. Ltd 24, 
Salarpuria Arena Hosur Main Road 
Adugodi 
BANGALORE  560030

M/35978
Mr Srinivas  Kotturi,  MCOM,ACMA
Accounts Officer Electronics 
Corporation Of India Limited P N C  
& Q Section, S M D Building Post - E 
C I L Cherlapally 
HYDERABAD  500062

M/35979
Ms Akshata Gopinath Vernekar,  
BCOM,ACMA
Advanced Analyst Ernst & Young L L P 
Global Shared Services R M Z Infinity, 
Tower - C, 4th Floor Old Madras 
Road, Bennigan Halli K R Puram
BANGALORE  560016

MEMBERSHIP LIST
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M/35980
Mr Retesh  Seth,  
BCOM,MBA,ACMA
Credit Support Officer - A R B Ing 
Vysya Bank Ltd Adj. Hotel Sekhon 
Grand Namdev Chowk G T Road 
JALANDHAR  144001

M/35981
Mr Tapan Kumar Misra,  
BCOM,ACMA
At - Kusumapal Post - Seepur Talcher, 
Angul 
TALCHER  759100

M/35982
Mr Biswajit  Saha,  BSC 
HONS,ACMA
Cost Accountant  1/20/3 Azadgarh P. S. 
Jadavpur P. O. Regent Park 
KOLKATA  700040

M/35983
Mr Boddu Venkata Satya Mallikarjuna 
Rao,  BCOM,ACMA
Senior Audit Officer (Commercial) 
Indian Audit & Accounts Department 
Office Of The Deputy Director Of 
Commercial Audit, C  Block, Project 
Office Rashtriya Ispat Nigam Ltd., 
VISAKHAPATNAM  530 031

M/35984
Mr Shyam  Anantharaman,  
BSC,MBA,ACMA
Business Consultant Hewlett Packard 
India Sales 24, Salarpuria Arena Hosur 
Main Road Adugodi 
BANGALORE  560030

M/35985
Ms Shruti  Deshpande,  
MCOM,ACMA
Deputy Manager I T C Limited 
Paperboards & Specialty Papers Division 
106, S. P. Road  
SECUNDERABAD  500003

M/35986
Mr Appal Reddy Venkata Ramana 
Reddy,  BCOM,ACMA
Finance & Accounts Manager Sraddha 
Bio-tech Pvt. Ltd Plot - 03, Block - 5 
Autonagar  
HYDERABAD  500029

M/35987
Mr T E  Lakshminarayanan,  
MCOM,ACMA
Dy. Manager I T C Limited - P S P D 
106, S P Road   
SECUNDERABAD  500003

M/35988
Mr Balaram  Padhi,  BCOM,ACMA
G. M. - Finance Delux Bearings 
Ltd 31/32, Ideal Industrial Estate 
Mathuradas Mills Compound Lower 
Parel 
MUMBAI  400013

M/35989
Mr Prakash Kumar Sahoo,  BCOM 
HONS,ACMA
At- Nimeinpur Po- Ekatali Ps- Bhuban 
DHENKANAL  759017

M/35990
Mr Ramesh Chandra Sharma,  
BCOM,ACMA
Equity Adviser Cum Risk Management 
Executiv K F ConsultantS J-161-A 
Rajouri Garden  
NEW DELHI  110027

M/35991
Mr Preeti  Agarwal,  
BCOM,MBA,ACS,ACMA
C/o. Gaurav Traders Near Bus Stand 
Kumbhariya Road 
AMBAJI  385110

M/35992
Mr Riyaz  Shaik,  BCOM,ACA,ACMA
12-9-2, Panduranga Pet Guntur District  
TENALI  522202

M/35993
Ms Kavitha  Menon,  MCOM,ACMA
Assistant Professor Amity Global 
Business School 25 B, Steeple Reach 
Cathedral Road Gopalapuram 
CHENNAI  600086

M/35994
Mr G  Manikandan,  MCOM,ACMA
Old No.18 A, New No.41 A V O C  
Street Gandhi Nagar, Saligramam (Land 
Mark Gandhi Nagar B S N L Tele. 
Exchange)
CHENNAI  600093

M/35995
Mr Anirban  Biswas,  MCOM,ACMA
F / 92, Baishnabghata Patuli Township   
KOLKATA  700094

M/35996
Mr Jeet  Bhattacharyya,  
BCOM,ACMA
P - 106, Jadu Colony Behala  
KOLKATA  700034

M/35997
Mr Jayachitra  Chennenchetty 
Kothandaraman,  BSC HONS,ACMA
L I C Of India H G A C B O - 3, Ii 
Floor Bombay Mutual Building No. 
232, N S C Bose Road
CHENNAI  600001

M/35998
Mr Dipesh Dineshchandra Khalas,  
MCOM,ACMA
Cost Accountant Bodal Chemicals 
Limited Plot No.123 - 124 Phase - I. G. 
I. D. C.  Estate Vatva 
AHMEDABAD  382445

M/35999
Mr Jigar Jayesh Shah,  MCOM,ACMA
Finance Manager Mega Life Sciences 
5th Floor, E - Town Cong Hoa, Tan 
Binh Ho Chi Minh 
HO-CHI-MINH CITY  000000

M/36000
Mr Ankit  Kansal,  BCOM 
HONS,ACMA
House No.186, 3rd Floor Shivalik, A - 
Block Malviya Nagar 
NEW DELHI  110017

M/36001
Ms Poonam  Negi,  BCOM,ACMA
D - 198, Sector - 1 Avantika Rohini 
DELHI  110085

M/36002
Mr Rupesh  Gupta,  BCOM,ACMA
P - 28 /B - 1, Pocket - P Dilshad 
Garden  
DELHI  110095

M/36003
Ms Neha  Jain,  BCOM,ACMA
A - 32, Sewa Sadan Block Gali No. 2, 
Mandawali Near Dispensary 
DELHI  110092

M/36004
Mr Anil  Kumar,  MCOM,ACMA
H - Block, 69 A, 2nd Floor Garhwali 
Mohalla Laxmi Nagar 
DELHI  110092
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M/36005
Ms Malathi Machavolu Bhaskar,  
BCOM,ACMA
Manager Mahindra & Mahindra 
Financial Services Ltd No. 15, Arcot 
Street T. Nagar  
CHENNAI  600017

M/36006
Mr Subhabrata  Bandyopadhyay,  
BSC,ACMA
Krishna Near Abhilasha Apartment 
Rabindranagar, Dist. Burdwan 
ASANSOL  713304

M/36007
Mr Azhar  Imam,  BCOM 
HONS,ACMA
Assistant Manager Genpact India 
Unitech Hitech Structures Ltd, S E 
Z Block - G, Tower - G3, Infospace 
Complex Block - D H, New Town, 
Action Area - II
KOLKATA  700156

M/36008
Mr Ashish Kumar Gupta,  
BCOM,ACMA
506, G. T. Road Mangaldeep Apartment 
Block - B,  Flat No.304 
HOWRAH  711101

M/36009
Mr Jitendra  Singh,  
BCOM,LLB,ACMA
Sr. Manager (Finance) Northern 
Coalfields Ltd C- 19, Sector - A 
Dudhichua Project Post -Jayant 
SING RAULI  486890

M/36010
Mr B Asoka Patra,  BCOM 
HONS,ACMA
Deputy Manager-F&A Utility 
Powertech Limited W-24, U P L House 
Sector - II Noida 
NOIDA  201301

MEMBERSHIP LIST

THE INSTITUTE OF COST 
ACCOUNTANTS OF INDIA
(STATUTORY BODY UNDER AN ACT OF PARLIAMENT)

Ref. No: DOS/8/2013-14	 Dated: 13th December, 2013

Circular on Revised Cut-off dates for Admission to the CMA Foundation Course

Pursuant to publication of The Gazette of India, Part III, Section 4, Ministry of Corporate Affairs, The Institute 
of Cost Accountants of India, notification CWR(2),2013 dated Kolkata, the 29th November,2013, to be 
implemented from the date of their publication (dated 6th December,2013) in the official gazette.

The following modification/amendment has been brought in /incorporated in the Cost and Works Accountants 
Regulations, 1959, in Regulation 20B, in clause (a),

(A) for the item (i), the following item shall be substituted, namely:-

“(i) he has been admitted to the Foundation Course under regulation 20A and has been enrolled for undergoing 
postal or oral or e-learning tuition for at least one hundred and fifty days prior to the commencement of such 
examination;”,

(B) for item (iii), the following item shall be substituted, namely:-

“(iii) he makes an application in the form approved by the Council, at least forty-five days prior to the 
commencement of the examination;

Provided that the Council may extend the said period for not more than ten days with such late fees as it thinks fit.”

Considering the date of holding CMA Foundation Course examination, in line with this revised regulation, the 
cut-off dates for admission to the “CMA Foundation Course” only, stands revised as follows:

This revised cut-off dates shall be effective for all admission to CMA Foundation Course for December, 2014 
term and onwards, until further notification to this effect.

This issues with an approval of the competent authority.

CMA R.N.Pal
[Sr. Director (Directorate of Studies) and Secretary to the T&EF Committee] 

Term of Examination Existing cut-
off date

Revised cut-off 
date

For December term examination
(Example: If for December  2014 term of Examination, the existing 
cut-off date is 31st May 2014, which shall stand revised to 30th June, 
2014)

31st May 
of the same 
year

30th June of 
the same year

For June term examination
(Example: If for June 2015 term of Examination, the existing 
cut-off date is 30th November,2014, which is now revised to 31st 
December,2014)

30th 
November of 
the previous 
year

31st December 
of the previous 
year

CANCELLATION OF REGISTRATION 
UNDER REGULATION 25(1) OF CWA ACT, 
1959

REGISTRATION NUMBERS 
CANCELLED FOR JUNE-2014 TERM OF 
EXAMINATION UPTO
ERS/007780 
NRS/011516 (EXCEPT 10928-11000, 
11101-11150, 11161-11500)
SRS/000001 - 026999,031001 - 031257
WRS/015708
RSW/081159
RAF/005907

RE-REGISTRATION
The students whose Registration Numbers 
have been cancelled (inclusive of the 
students registered upto 31st Dec-2006) 
as above but desire to take the Institute’s 
Examination in June-2014 must apply 
for DE-NOVO Registration and on being 
Registered DE-NOVO, Exemption from 
individual subject(s) at Intermediate/Final 
Examination of the Institute secured under 
their former Registration, if any, will be 
treated as per prevalent Rules. 
For DE-NOVO Registration, a candidate 
shall have to apply to Director of Studies 
in prescribed Form (which can be 
had either from the Institute’s H. Q. at 
Kolkata or from the concerned Regional 
Offices on payment of Rs.5/-) along 
with a remittance of Rs.2000/- only as 
Registration Fee through Demand Draft 
drawn in favour of THE INSTITUTE OF 
COST ACCOUNTANTS OF INDIA, payable 
at KOLKATA. 
Wishing you a very Happy & Prosperous 
New Year 
Date: 19th December , 2013
C. C. to All Regional Councils/Chapters 
of ICAI 

R. N. PAL
SR. DIRECTOR OF STUDIES
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