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Valuable Valuation

Readers will recall that the last issue of Thelosely held firms which suffer from a lack of
Management Accountant focused on corporaliguidity).

strategy._ One of the foremost _requwer_nents %e most common approaches to valuate a business
formulating a corpor_ate_ Stfatng EJe estlmgte ﬂ%ﬁe: asset approach (establishment of fair market
value of one’s organizgaigh, Bu3Inessvaluation '%glue, replacement value or liquidation value of the

process and a setotpragedgres used to eSt'mﬁgets and liabilities), market approach (future

Lhe _econor\r/uf V?Iue_of an dO\E)vn(:rs m'Felrest |Er?iaintainable earnings valuation- capitalisation rate,
usiness. vaiuation Is used by financial Mark@e .o nt rate and discounted cash flow methd ds)

|toart|C|pants t(.) d?termme LI [irlce thley ?rebwn_l ""Ynd market appoach (relative valuation compdred
0 pay or receive to consummate a sale of a busin kompany & comparable transactions).

In addition to estimating the selling price of a business, _ _ _
the same valuation tools are often used by businé4derstanding how to value a business and give an
appraisers to resolve disputes related to estate &ggurate business appraisal is a difficult and t

agreements, and many other business and lefjéite business owner eventually adjusts the pri
purposes. how the market is responding, the deal will often be

, .__tainted with the view that something is wrong with
The most common benefits of an annual busme%s . . :
. . ) - the business or that the owner is desperate. Setting
valuation policy include: Accountability and

. ' eil eprice for a business that is too low can often rgsult
Performance (an annual business valuation enah % ! - ]
IN the business owner not realizing the full benefit of

the shareholders to see the value that is beipg. . . :
: P ir investment, ultimately losing out on the true
consistently created or despZgstisitg managemgﬂsiness value. Determining the cost of valuing a

of the firm), Estate Planning Purposes (marB/ | ] :
i i usiness is dependent on the size and complexity of
shareholders have on-going estate planning strategjes . :
e business being evaluated, as well as any

aimed at protecting wealth for heirs), Buy-se .
S . hmdamental factors that may affect the business
situations (for those firms that do not have buy-se :

: . .~ value: Business Cash Flow, Industry Sector,
agreements in place, annual business valuations gre " :
e y ompetition, Buyer Market, Employee Skill Level,
a good way of avoiding disputes that may arise when ; 5 o Invol (R h
a shareholder seeks to sell his shares to the ot #jP omerBase, Lwner involvement, Revenue, nge

shareholders), Facilitate Banking (the ability of afiri BHS'W?SS’ Auellistenliyy @i HITenelng ey o
to borrow based on the value of the goodwiill or thFérOfItab iy Bl
value of the company's shares may expand thbe articles covered in the currentissue are aifned
universe of value-creating investment optiont® equip readers with facts and issues on business

available) and Expands the Investment Options (fealuation.
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Dear Professional friends,

At the outset, let me wish youMERY VERY HAPPY AND PROSPEROUS YEAR 2010.
1. INDIA CORPORATE WEEK:

The month of December was filled with hectic events of ICWAI and | congrat|
all my professional friends, especially from the Chapters and Regions, alon
my Council colleagues, for having contributed for much more visibility of ICW,
may have to mention that the recently concluded INDIA CORPORATE W
2009 held from 1% to 2% December 2009 along with MCA was a tremend
success and brought more laurels to the members of our profession. The r
of the celebrations was noticed especially by our Minister, Mr. Salman Kh
and he congratulated our Institute for arranging such programmes. One

newspapers reported that ICAI and ICSI were following the path of ICWAI.
credit goes to all of you. Apart from the Minister, our Secretary, Shri Bandyopadhayaji and MCA Ad
Secretary, Mr. Sudhakar and MCA Joint Secretaries, Mrs. Renuka Kumar and Mr. Srivastava ap
ICWAI's contribution for the grand success of INDIA CORPORATE WEEK 2009. The progra
included Corporate Awareness Run, Blood Donation, Essay Competition and address by eminent
on Corporate Governance and Corporate Social Responsibility. The ICWAI has brought out 6 pub
during the occasion to herald ICWAI's participation in the inclusive growth of economy of the countn
publications were released by ROC-Chennai. Compendium of 1 to 10 Standards was also releas
have made it mandatory for all our members to adhere to CAS 1 to 10 from 1st April 2010.

tional

The finale of the INDIA CORPORATE WEEK 2009 was held at New Delhi on 21st December 2008 with

address by Her Excellency, Mrs. Prathibha Patil, President of India, along with Hon'ble Minister for Ca
Affairs, Mr. Salman Khurshid and Secretary-MCA, Shri Bandyopadhyaya. It was sponsored by II(}
NFCG, representatives of all industry associations and three Professional Institutions, including I(

2. AWARD OF EXCELLENCE FOR ICWAI:
During this occasion, we were happy to be awarded with Corporate Excellence Award by the Pres

India, which was received by me along with my colleagues. This is a great honour given to our pr
over the past several years and | cherish the same along with all of you and thank you for enabl
reach this height. The MCA has also brought out 2 publications during this occasion, titled 'Vc:}
Guidelines of Corporate Social Responsibility 2009' and ‘Corporate Governance 2009'. | cond
MCA, IICA and NFCG for giving a thrust for these events to happen for the first time in Corporate
This will be the annual feature from now onwards.

3. ICWAI'S PARTICIPATION IN THE INDO-UK TASK FORCE:
| am extremely happy to have represented the Indo-UK Task Force of Govt. of India, headed

ent of
ession
g usto
Intary
atulate
ndia.

y Shri

Bandyopadhyaya, IAS, Secretary-MCA and Shri Jitesh Khosla, IAS, OSD-IICA. The Task Forge had

fruitful meetings with the Right Hon'ble Mayor of London and his officials. Several meetings wif
Ministry Officials of UK and other professional bodies were the hallmark for continuation of our tie-uf
professional bodies like CIMA, UK. Shri Kunal Banerjee, CCM-IPP, accompanied me.

4. OUR MINISTER'S CALL FOR INNOVATION BY ICWAI:
The SAFA's International Seminar was inaugurated by our Hon'ble Minister Mr. Salman Khurshid

November 2009 and he gave a call to ICWAI to work with innovative ideas including Corporate
Responsibility and suggested CSR Credit Rating on the lines of Carbon Credit Rating. He expres

he would be very happy to see that ICWAI takes the lead along with SAFA so that the other part
world follows it. In this direction, | am happy to say that ICWAI has initiated certain programmes,

world, if not just for the Corporate Sector.

N

the
with

n 26
bocial
sed that
of the
ich |

will be sharing with you when it materializes and this will be a good contribution of ICWAI to thejole
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5. REGIONAL COST CONVENTIONS:

5.1 Regional Cost Convention of SIRC:

The SIRC organized Regional Cost Convention 2009 at Hyderabad on 4th and 5th December 20{)9. The
theme of this Convention was "Business Strategies for Economic Revival - Role of Managgment

Accountants.” The Chief Guest of this Convention and also Chairman of the Insurance Regulatory AUthority,

called for ICWAI to help with quality manpower to service the Insurance Sector. | also mentionedjabout
the necessity for revival of ICWAI to meet the current-day challenges. On this occasion, | congrjlulated
the Hyderabad Chapter of Cost Accountants for effectively conducting the Regional Cost Conyention
20009.

5.2 Residential Regional Convention of NIRC:

NIRC organized a Residential Regional Conference at Agra on 18th and 19th of December 2009. The
theme of this Convention was "Transformational Journey - An Update on Changes." | was hgppy to
participate in this Convention and the Member-CERC, Mr. Krishna Murthy, was the Chief Guesf| His
advice to the Cost and Management Accountants to take up many challenges in the emerging|sectors
including Electricity was well received by the audience. Our members were happy to note the cha 1lenges
given by  Shri Krishna Murthy that the Cost Accountants/Cost Auditors are also included for cerifying
the cost report on the tariff of Private Power Sectors apart from Chartered Accountants. | apprec|gted the
innovative idea of NIRC for making the Regional Convention as a Residential Regional Conventimg ina
very meaningful atmosphere at Agra and it was a good deliberation of two days and members parficipated
in a big number.

5.3 Regional Cost Convention of EIRC:

| congratulated the Rourkela Chapter of Cost Accountants for having taken the responsibility of holdiing this
Convention at Rourkela. The theme of this Convention also was apt for the current economic scgnario.

| was also happy to address a grand 2-day Convention organized by Cochin and Thrissur Chapterg on 20th
and 21st November 2009 consisting of all the Chapters in Kerala. A good coverage of all the abol\_:/m events
has appeared throughout Kerala. The theme of this Convention being "Cost Management - Key to Eterprise
Excellence."

While talking to the representatives of Gulf countries at Ooman, there was a lot of enthusiasm ffpm the
members who are settled in Muscat and Bahrain to start Overseas Centres as is done in Dubai lennd other
places. | have advised the members in these countries to send the proposals, which will be goodffor us to
serve the cause of Cost and Management Accountants in the Gulf region.
| am extremely happy to note that out of our visibility of ICWAI throughout the country, there is ajjgood
number of increase in admission in all the Chapters and Regions. | congratulate all the memberrand the
Chapters for taking up this challenge. | am also happy to note that for over several years, for the fifst time,
the number of people who are taking ICWAI examination has also crossed 43,000 and this addg to our
capacity building programme of Cost and Management Accountancy.
With regards and wishing once agairdAPPY NEW YEAR.

Yours sincerely

AR

(GN Venkataraman)
President

Date : ® January, 2010
N
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. In India. The Corporates, which gave
EVA - MVA: Shareholders:. e e i ‘e
shareholders' inquisitiveness, are now
Val u e M e aS u reS bestowing the utmost inclination to it'.
Shareholders' wealth is measured in
terms of the returns they receive on their
Maximizing shareholders value is becoming the new corporate standard in Inghaestment. The returns can either be
The corporates, which gave the lowest preference to the shareholdérshe form of dividends or in the form
inquisitiveness, are now bestowing the utmost inclination to it. Shareholdefstapital appreciation or both. Capital
value is measured in terms of the returns they receive on their investmentappeeciation in turn depends on the
returns can either be in the form of dividends or in the form of capital appreciatgbsequent changes in the market value
or both. Capital appreciation in turn depends on the subsequent changes iroffghares. This market value of shares
market value of shares. This market value of shares is influenced by a numbérigfluenced by a number of factors,
factors, which can be company specific, industry specific and macro-econoifiéch can be company specific,
in nature. industry specific and macro-economic
To help corporates to generate value for shareholders, value basediature. To help Corporates to
management systems have been developed. For measuring the corporate fing§@igfate value for shareholders, value
performance, there are accounting profitability measures and shareholdd}as€d management systems have been
value based measures. Accounting profitability measures include ROI, R¢sveloped. Indeed, value based
EPS, ROCE and DPS etc., Shareholders valued based measures includdEJ&gement, which seeks to integrate
and MVA. Against this background, this article is an attempt to discuss ffiqé‘nce_ hyp_otheS|S .W'th s_trateglc
concepts of EVA and MVA, evolution and growth of EVA, computation of gygnomic ph|Iosqphy_, IS con3|dgreq as
and MVA, EVA and financial performance, EVA in Indian environment raeofthe most significant contribution

relationship between EVA (Economic Value Added) and MVA (Market Va} ggiwgrgfcggzgcﬁl Sp;aTég?nQ tt?]?s

Added). background, this article is an attempt to
: discuss the concepts of EVA and MVA

* il
N. Sakthivel evolution and growth of EVA,
INTRODUCTION performance of the company. So, beforeomputation of EVA and MVA, EVA and

abroad have adopted thelnvestors consider several factor@nvironment and relationship between
concept of shareholders' valueVhich influence the corporate EVA and MVA (Market Value Added).

added (SVA) in their annual statementP€rformance. For measuring theyarketValue Added (MVA)
Value management is a technique oforporate financial performance, there ... - \iew to measure share-
integrating the thinking about are accounting profitability measures, 4o .+ ya1ue . Stewart invented the
shareholder value throughout gnd shareholders’ value based "\ . o \oiie Added (MVA)
company. Two most important phasegnéasures. Accounting profitability \».. v o+ \/o1 6 Added (MVA) is defined
of value management are: 1) Economig€asures include ROI, ROE, EPS, ROCEAS "the difference between market value
Value Added (EVA) 2) Market Value and DPS etc., Shareholders valuegf invested capital and book value of
Added (MVA). The company form of based measures include EVA, MVA. 1 0 capital of a company at a given
organization's real owners are equity Maximizing the shareholdervalueisperiod of time". Market value of
shareholders. They all invest theirconsidered as one of the fundamentahyested capital refers the market value
money in equity shares of a companyoals of all businesses. In United Stateg equity capital and debt capital, but
with the primary motive of achieving top management is expected to maximizg,e market value of debt is not easily
good capital appreciation and regulashareholder value. There are a numbey ajlable as debts are not generally
& stable return (i.e., dividends). Theof value based management (VBM)aded. Thus, the definition of MVA can
investors' objectives are purely baseframeworks i.e. shareholder valueyg stated as market capitalization less
on the profitability and financial analysis (SVA) Rapport (1986) andnet worth. Market capitalization is the
*Lecturer, PG & Research Dept. ofEg\?er;grgldcbvasltue?npér::vl&;srf(lg%\éf‘;rpmdUCt of closing s_hare aleE 2me
Commerce, Gobi Arts & Science College > y Bumber of out standing shares as on
' the two well-known ones. that date (i.e., date of balance sheet).

Gobichettipalayam, Erode, Tamilnade- .. . . -
Maximizing shareholders value isWhereas, net worth is the sum of equity

638453. E-Mail ID: sakthivel gasc @ . .
rediffmail.com becoming the new corporate standardapital, reserves and surplus net of

M any companies in India andtaking their investment decisions, thefinancial performance, EVA in Indian
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revaluation reserve less accumulatedbjective of enhancing the share- Economic Value Added (EVA) is a
losses and miscellaneous expenditurdnolders' wealth should attempt toresidual income that subtracts the cost
MVA = Market Capitalisation - Net ~ capitalize on its MVA. MVA can be of capital from the operating profits
Worth estimated by subtracting the book valugenerated by a business. EVA is an
of shares from the market value ofexcess profit of a firm after charging
shares. It is silent that EVA helps incost of capital. EVA essentially seeks
pushing up the MVA of an organization.to Measure Company's actual rate of

Market Capitalisation = Closing Share
Price x Number of Outstanding Shares.

Net Worth: As a result, EVA can be considered aseturn as against the required rate of

1. Equity Share Capital - an internal measure and MVA as theaeturn. To put it simply, EVA is the
2. Reserve and Surplus external measure of a company'slifference between Net Operating Profit

(net of revaluation reserve) - performance. After Tax (NOPAT) and the capital
Total I MVA is considered as a measure ofharge for both debt and equity (WACC-

- shareholders' wealth. MVA denotes th&/Veighted Average Cost of Capital). If
' extent to which the market has adde®OPAT exceeds the capital charge

1. Accumulated Losses - value to the net worth of a company(WACC), EVAis positive and if NOPAT
2. Miscellaneous Expenditure - Anincrease in MVA infers maximization 1S 1€ss than capital charge, EVA is
Net Worth . of shareholders' wealth. This is becausgegative. EVA is a corporate surplus,

: .. shareholders want to see appreciatiofyhich is shared by the employees,
Itis clear from the above definition in stock price. MVA can improve if Management =l e dhereiel ders.

:)hoaotkl\\/l,;/ﬁlesIrrggélorneglrﬁgttsh;T?S%ré%?ctgdﬂarket capitalization increases for théEf:;luency bonus_,lproﬂt sharing

by P/B ratio (Market price to book value>aMe level oRgalugEeror if net quthsc emes, managerial remuneraion T)ver

ratio). The only difference between?! & cOmpany decreases. MVA providegnd abofv%m|n|mur|1ﬂ sustenzn.ce salary,

MVA and P/B ratio is that MVA is an ¢ SIOCk markets assessment of ho?SPC? ° v onus shares dan Ifncennve

absolute measure whereas P/B ratio isz\”'c'e”.t?‘ company is in using capital. r']v' e;]n . e Ly _anl pre sr?nﬁed

relative measure. A positive MVA ~* Positive MVA indicates that a shareholders respectively can be linke
gompany is building value for its ' EVA.

implies that P/B ratio is greater than on . :
(P/pB ratio > 1). If MVAgis negative it shareholders and a negative MVAEvolution and Growth of EVA

implies that P/B ratio is less than on ndicates thatl a company is destroying EvA is not a newer innovation. An
(P/B ratio < 1). Therefore, it may beShareholders’ value. accounting performance measure called
concluded that MVA is the change inEconomic Value Added (EVA) residual income that is defined as
market value of a company betweentwo The concept of Economic Value©Perating profit subtracted with capital
different points of time with reference Added was introduced by a New Yorkcharge. EVA is thus, one variation of
to a fixed quantity of outstanding based consulting firm M/s Stern Stewarf€Sidual income with adjustments to
shares. It may be noted that if theg Co in early eighties. The corporatehOW one works out income and capital.
number of shares change between tweector in India is gradually recogmzingAcc.ordlng t_o Wallace, one Qf the
given points of time, MVA should be the importance of EVA as a result oféarliest to point out the residual income
calculated with reference to sharegyhich some Indian companies viz.,.concept was Alfred Marshall in 1890.
outstanding on the latest point of imeRanbaxy Laboratories, Samuel IndidVarshall described economic profit as
This would mean that the marketLtd.etc., have started calculating EVA fotal net gains less the interest on
capitalization at the end of current yeainfosys Technologies Ltd is the firstinvested capital at the current rate.
reflects the market value of outstandingndian company to report its EVA in theAccording to Odd and Chen, the idea
shares at the end of current year. For ghnual report. EVA attempts to measur®f residual income appeared first in
meaningful and objective comparisongrye economic profit as it comparesccounting theory literature early in this
market capitalization at the previous yeagctual rate of return as against th&entury. It was initiated by Church in
should be modified to reflect therequired rate of return. EVA explains1917 and further defined by Scovell in
number of outstanding shares at thyhether a business unit best utilizes it4924- Later, this concept appeared in
end of the current year. assets to generate return and maximiZ8anagement accounting literature in the

MVA represents the value added tashareholders’ value. EVA is just a wayl960s.
a particular share over its book valueof measuring an operation's real Knowing this backdrop, several
MVA informs how much value a profitability. EVA effectively measures researchers have been wondering about
shareholder has added to this wealththe productivity of all the factors of the big media hype and praise that has
which he has invested in the shareproduction. viz., land, labour, capital,encircled EVA in the recent days. The
Accordingly, a company with an entrepreneur and management. EVA concept is recurrently called as

the management accountant, January, 2010 11
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Economic Profit (EP) in order to stayacademic and business groups. In the@aximum amount that the business is
away from problems caused by the tradist couple of years, EVA has fascinatedapable of distributing to its
marking. On the other hand, the naman increasing number of Corporateshareholders while still remaining in the
EVA is so popular and well known thattogether in Europe, Asia, Australia andsame position at the end of the period
often all residual income concepts ard.atin America. as it was at the beginning. Notably, the
called EVA although they do not take | mid-1996, Joel Stern was invited@ccounting concept does not take into
account of even the main elementgy give a full- dress presentation on EvARCcount opportunity cost and risk
defined by Stern Stewart & companyio top management and later that yeafdjusted return on capital employed in
for the purpose. For instance, hardlfhe company signed up and formed af’€ business in order to overcome
any of those Finish Companies thagya Steering Group to implement EVA. limitations of accounting based
have adopted EVA calculate rate ofag part of the initial phase of the EVA Measures of financial performance.

return based on the beginning capitghroject, Tate & Lyle decided to pilot EVA ~ EVA as a tool of financial
as Stewart has defined it, becausg, two businesses-UM, UK-basedperformance measurement enlightens
average capital is in practice a bettegplasses trading company andvhether the operating profit is enough
estimate of the capital employed. Soredpath, a Canadian sugar refiner. Thee cover the cost of capital.
they do not actually use EVA but othergpjective was to determine whether th&hareholders must earn sufficient
residual income measures. Thigheory of EVA would be appropriate inreturns for the risk they have taken in
immaterial detail is overlooked later onpractice and to test the EVA groundinvesting their funds in company's
in order to avoid more severeryles formulated by Steering Group. capital. The return generated by the
misapprehensions and is found g o retrospective study wascompany for shareholders has to be
justified to say that the EVA concept, .\ 104 1o provide a record of pasinore than the overall cost of capital to
the Finish companies are usingz ‘qainstwhich future performancelUstify risk taken by shareholders. The
corresponds approximately the EVA »&'y"he measured. The key valuEVA framework is becoming more and
defined by Stern Stewart & Company. e \vere identified especially in themore admired tool for measuring the
During 1970s, the residual iNCOME ;i) areq in addition to opportunitiedinancial performance of Corporates.
concept did not get ample publicity ancfor increasing NOPAT through EVA offers a consistent approach to set
it did not finish up to be the prime , i ation of the existing costgoals and measure performance,
performance measure of companies, - \agement initiatives. communicate with investors, evaluate

However EVA, practically, the same e it fztrategies, allocate capital valuing
concept with a different name, has come e pilot schemes were successiy cquisitions and determine incentive

to fore in the recent years. Moreoverand demonstrated the merits of EVA, nof, J <o However. the EVA

the propagation of EVA and otherjust as a measure but also as avaluaq plementation and ’improvement

residual income measures does ndﬂanagement tool. It was then decide rocess is one of the Several ongoing

seem to be on an abating trend. On thie roll out EVA throughout Tate & Lyle jnisiatives for a new corporate. A firm

contrary, the number of companieseginning with the training of all the .5, improve its EVA in three ways:

adopting EVA is increasing rapidly. Onefinance managers of the various. E fit without usi

can only guess why residual income dicgubsidiaries followed by the operating arn more profit without using more

never gain recognition of this level. Onepeople. For the fiscal year that began in ¢ el

of the possible reasons is that Economi©ctober 1997, some 60 of the top® Downsize unprofitable units or

Value Added was marketed with amanagers had their cash bonus linked divisions.

concept of Market Value Added (MVA) to EVA performance. EVA may be @ Make investment where the return

and it did not offer a hypothetically realistically in young age in the west, is more than the marginal cost of

significant connection to markethas been going through its babyhood capital.

yalgations.h Intr;]e Hjmes Whlen inxf?StOfSn country like ours. It may be quite computation of EVA

insist on shareholders' value, this wa: i i i i _ _

high time to sink your teeth into theig;;ro%;g ;gﬂgs?;;qui ?Azdn:);!gzlsp EVA is the excess of Net Operating
Profit After Tax (NOPAT) over the

concept. The clarity that EVA haLSEVA and Financial Performance - i
brought to the pursuit of shareholder Weighted Average Cost of Capital

value has led more than 400 companies According to accounting concept,(WACC). In other words, EVA is a

to adopt the discipline since Sterrpusiness profit is measured bycompany's net operating profit after tax
Stewart introduced the new system bac@educting expenses from income earnegffter deducting the cost of capital
in 1982. EVA has long had a base irfluring the period. On the other handgmployed on total investment in the
South Africa, owing primarily to the according to economic conceptbusiness. EVA takes into account the
lectures that Joel Stern gave beforbusiness profit is considered to be théotal cost of capital employed which

12 the management accountant, January, 2010
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makes EVA so revealing. The traditionalLESS: (Kd).

practice normally considers only a1 Non-recurring incomes - 1) Calculation of Cost of Debt (Kd)

smgle qomponent .Of [ imi. ot Of2. R&D amortization - Cost of debt is calculated by
capital (i.e., the explicit cost of borrowed

capital) to arrive at net profits. EVA 3. Cash operating taxes* - Mmultiplying the pre-tax debt cost by (1-

recognizes explicit cost of borrowed NOPAT - EI)'hst\}/a:Ie ftu:ﬁfggstthh: sg;ciz)? g(Stract)?.
cap!tal as well as implicit cost of own=\where, Cash Operating Taxes e E e ——— e S
capital as part of cost to be deductegproyision for taxes + tax benefit of

. . . calculated because debt cost enjoys tax
from the figure of net operating profits. non-recurring expenses + Tax benefikpiaid. In other words. tax reduces the

While computing EVA, capital of interest expenses) - (Tax on NoNaffective cost of debt. Cost of debt can
employed represents capital invested atcurring incomes) be calculated by applying the following

the beginning of the year. The logicg) |nyested Capital / Capital Employed  formula:
behind taking beginning capital for : :
computing EVA is that a company _ "vested capital or capital employedCost of Debt = (Total Interest Expense /
would take at least one year time to earhefer_s to t_otgl_gssets net of non-interedeginning Total Borrowings)
a return on investment. It may be ca "9 ighililas—~rary q00S@ting (1-t)"100
mentioned here that calculation of EVAPErSPECtiVe, mvest_ed ORI be Kd = (TIE/BTB) x (1-t) x 100
involves some tricky issues. Eac fatinegfas Net FiRAReORis plusl Calculati f Cost of Equity (K
element of EVA. therefore. has beeqsvestments plus Net current assetdl) Calculation o osto qmy( e)
discussed individually. EVA requires et current assets_ denote curr_ent Cost_ of eqmty (Ke) is the
three different inputs for its assets pet_qf non—mteres_t begrm@pportumtycostthat is equal to the total
computation. They are given below: (A)current I_|ab|I|t|es. From a flnancw_]g return thatlnvegtor cpuld expect to earn
NOPAT (Net Operating Profit After Tax) perspective, the same can be d_efmel'dom altern_atlve_ mvestmer_n_s of
B) Invested Capital (C) Weighted as Net Worth plus total borr(_)wmgs.comparable risk. Itis not an gxphcn cost
Average Cost Of Capital (WACC). Total borrowings denote all interestas the cost of debt. The dividend based
bearing debts or earning based approach for finding

EVA = NOPAT - (WACC x Invested

Capital (C) Weighted Average Cost of Capital COSt of equity is_ not considered a proper
(A) Net Operating Profit After Tax [UACC) \tl)vay 9 C(')tm pUtlr?g thr? rl%tum eX_rlJ_ECted

y equity shareholders. ese
(NOPAT) OIS SR ) Ofapproaches measure the explicit cost of

. capital employed in the business (i.e. o :
Stewart (1991) defined NOPAT as P Ploy=a ( .'Servicing equity whereas the true
R : . ._cost of debt capital and cost of equity L
the "Profits derived from company's __ . ; measure of cost of equity is not what a
i Her t but bef capital). For calculating WACC, cost of ompany offers but what investors
;)ir?;ii;%nioitse;ngxr?jn cl;shebgcr)eeaCh N D calculatetf asgnagly expect. Conceptually, the
. : - eparately then weights are assigne ] '
keeping entries. Such non-cash boo%O peach ysource ogn o basisg O‘E%St of equity may be stated as "the
keeping entries do not include minimum rate of return that a company

2 ; .~~~ ~proportion of a particular source in the
depreciation since depreciation 'Stp

4 : m rn on th ity-financial
: . otal capital employed. Weights can be Y earn on the equity-financia
considered as a true economic expensgs’sigm_:‘d oA basis or bo

O[[)(osition of an investment project in
In other words, NOPAT is equal to the O{Qer to leave unchanged the market

. : value basis. Stewart suggested marke . .
income available to shareholders plug_, o p-cic wace cangge calculated’ €€ of the shares". The cost of equity
interest expenses (after tax). However, .\ o ] can be calculated by the Capital Asset

Stewart considered regular non- | Pricing Model (CAPM). The CAPM is
operating incomes as part of NOPATWACC =E/CE" Ke + LTB/CEXKd normally used to determine minimum
Stewart (1991) provided the following ~ Where, required rates of return from investment
calculation for computing NOPAT: E = Equity Capital in risky assets. Stewart also used
1. Profit after tax _ CE = Capital Employed CAPM conglst_ently as a measure for
2 NON-recurming expenses i _ ) cost of .equny in his methodology for

9 exp LTB Long Term Borrowings  computing EVA. The expected return on
3. R&D expenditures - Ke = CostofEquity Capital equity can be calculated under CAPM
4. Interest Expenses = Kd = CostofDebt Capital by applying the formula given below:
5. Provision for taxes - WACC includes two specific costs viz., Rj=Rf+b (Rm-Rf)

TOTAL - (i) cost of equity (Ke), (ii)cost of debt Where,
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R = Expected Returnon Scripj care. In India, for a particular businesabsolute figures. Considering changes
Rf = Risk free rate of return or company there is no one particulam the value is safer because they are
set of shareholders. In fact, there isiot affected much by accounting
always more than one set. Therdistortions and inflation than the
situations may arise when the compangbsolute values. There is one
ends up satisfying one set offundamental question in correlating
Rm = Expected stock market retumghareholders at the cost of another seEVA with share prices i.e. the main base
From the above formula, it can beln India, we have large businesdor market value is the expectation of
concluded that the required rate ohouses, which started off with onefuture cash flows. The change in the
return on equity is equal to the sum obusiness but diversified during thecurrent share price is a reflection of the
the risk-free rate of return and ancourse of time. In the entire processghange in the future cash flows and
increment that compensates thehey ended up creating many sets duture EVA expectations. Hence, the
investors for accepting the assets riskshareholders thus making the spread @lurrent EVA cannot explain the current
EVA in Indian Environment value creation all the more complicatedshare price. When the current EVA
Bennett Stewart, along with JOeIConsiderin_g all thesg situations what:hanges, it infers that the future EVA is
S Garrdledl Tre N York-basecpecomes important is re_portmg a_ndalso likely to change. Therefore, like
global financial consultancy firm undertransparen_cy & consistency inother measures, EVA_ also has the power
o e ey SR Company.reportlng which can assure the succede explam, may be a I|tt|§ more strongly.
in 1990. An EVA company has believedOf EVA to some extent. EVA is more appropriate in case of

that EVA is such financial performanceEVA, MVA and Share Prices & EsttElis SEnio] Shiel s Les el s

tool that comes closer than any other The EVA theory defines market 2 d|scounted_cash f.IOW to estimate
tools to capture the true economic profivalue of a company as its book valugurrent yaluatlo_ns W'th. LTS L
of an organization. The EVA analysisplus the current value of future EVA. Estijnate 1s really IRl
has attracted much attention in therhrough this relationship, EVA iRl sh_are price, EVA ha; more
Western countries both as ainfluences market value of shares bu?orrelgnon UL SIS prices can
management innovation as well as stockhis relationship is again debated anglsp s when_ IHICIRE (1B (9 UTRES)
market analysis. The acceptance dfifferent studies have revealed differentP DRSNS, (SR BV EE bl
such a technique in Indian contextresults. Stewart studied the relationshié:?ti tc;]nly (\j'\('jhfn tr;e retums genezﬁted
however, shows somewhat diversdetween EVA and MVA by taking hle inc?e’%eInlt(;?iorsntoor}ecyalsiglorgneagf
trends. Some corporate houses likenarket data of 618 US firms and StewartEhe reasons of oorcorreIaF:ion.between
Infosys, BPL, Hindustan Lever Limited, found that the relationship between EVﬁEVA d'sh poor ¢ distorted. EVA i
Balarpur Chinni Mills, NIIT, Tata and MVA is quite high in US firms. But =" 21¢ Share price 1S Gistorted. EVAIS
Consultancy Services, Godre] Soapin situation, where both EVA and MVA g =] _than Sl s Eeneindng]
have started publishing EVA in theirare negative and the relationship doegzs) ?E(r)?];lE%lﬁ(?tlag:eipiﬁggg,féﬁsg
financial statements. Majority of not hold good. The reason behind thi?act that more than apbsolute value
companies are still not willing to install behaviour is that the market value . .
the EVA technique for evaluating theirreflects the asset base of companiecshanges I BV EEEETES Sl S
financial performance because ofand the companies, which have higf?”ces'
certain inherent difficulties associatedasset base will also, have high market EVAreflects the true economic profit
with the computation. Again, it is values irrespective of their returns. Ifof an organization. It is an internal
observed by some scholars that imase of low or negative EVA, the markefneasure  of  performance of
Indian context, it may be very difficult start valuing the companies on thePrganisations. In order to make EVA
task to establish the existence of anpotential of liquidation, recovery, Mmore popularin Indian environment, it
relationship between stock price andecapitalization or takeover, but if thelS €ssential to remove many practical
economic value added (EVA). EVA is positive, then the valuation isdifficulties in implementing EVA in

In developing economy like India, " the basis of expected return ar.]@husmess_ h_OI_JseS'hlt Cﬁnk;:)e (|:on(|:Iud_ed
depending on EVA could be an obstacl@rowth potential and not on the bas'ghat m_aX|m|2|rk1)g share ]? ersbva_ue 'S
in making new investment decisions Of liquidation or recovery value. the primary objective of any business

Moreover, when talking about While establishing a correlation gﬂ?ﬂﬁ:tt?hnar?ngilsttﬁzzﬂld \?VZ ksﬁltiéﬂ
shareholders' value, the profile of thebetween EVA and MVA, it is best to g yway,
shareholders also needs to be take¢pnsider the change rather than the Contd. on Page 18

B = Betarepresenting the volatility
of scrip j against market
volatility.

14 the management accountant, January, 2010



Cover Feature

manifold. A valuation may be used for
a wide range of purposes. These are
listed as follows:

Q

Dr. Arindam Ghosh*

Sri Asit Gope** -

Introduction: actual business sale, it would be
usiness valuation is a expected thatthe buyerand seller, each
measurement process. In ordeWvith an incentive to achieve an optimalg

B for any measurement process t@Utcome, would determine the fair_
be useful, the results must be consisterifjarket value of a business asset that
precise, and accurate. Unlike ordinaryvould compete in the market for such
physical measurements, the busines! acquisition. Valuing a company is
valuation process involves multiplehardly a precise science and can vary
qualitative judgements, as well asdépending on the type of business and
quantitative procedures. To achievéhe reason for coming up with a’
greater precision and consistency\,’amaﬂon- There are a wide range of
valuation professionals have attemptedfctors that go into the process -- fronid
to make the valuation process mordhe book value to a host of tangible and
dependent on quantitative procedure§tangible elements. In general, the
and less dependent on qualitativé’ame of the business will rely on an
judgements. Qualitative judgementsanalysis of the company's cash flow. I
often are thought to be inherently morether words, its ability to generate
subjective and prone to bias tharponsistent profits will ultimately
quantitative procedures. Despite th&letermine its worth in the marketplace
fact that qualitative judgements are noBusiness valuation should be
necessarily biased in principle, inconsidered a starting point for buyers
practice such judgements are often thand sellers. It is rare that buyers and
source of biased and inconsistengellers come up with a similar figure, if,
appraisal results. Many users offor no other reason, than the seller is
business valuations have noted thito0king for a higher price. The goal of
problem. Business valuation is a proces$1€ valuation should be to determine a
or a set of procedures that is used tBPProximate figure from which the
estimate the economic value of theuyer and the seller can negotiate a
owner's interest in a business. ValuatioRice that they can both live with. 4
is used by financial market participantsThe Need for Valuation:

to determine the price they are willing  The need for valuing a business or
to pay or receive to consummate a salg firm can well be identified by

of a business. Business valuatiorhns\,\,ering the question-"What

results can vary considerablypyrpose does a valuation serve?". To
depending upon the choice of both thhswer that question we have to
standard and premise of value. In agonsider the benefits that are gained by
different parties, directly or indirectly

*Reader and Head, Department ofengaged their interests in the business
Commerce, Panihati College ; Life Member.concerned. To judge that we need to
Indian Economic Association & Bengal calculate the view points of all the
Economic Association. parties who are directly or indirectly
**Research Scholar, Department ofconnected with the business. The
Commerce, University of Kalyani.
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From the buyer's point of view, the
valuation tells him the price he
should pay;

From the seller's point of view, the
valuation will tell him the lowest
price at which he should be prepared
to sell;

In case of listed companies:

valuation is useful to compare the
value obtained with the share's price
on the stock market and to decide
whether to sell, buy or hold the

shares;

valuation of several companies may
be used to make portfolio decision;

When share are offered to public,

the valuation is used to justify the

price at which the shares are offered
to the public;

The valuation is used to compare
the shares' value with that of the
other assets;

O Valuation of a company provides a

fundamental benchmark to identify
and stratify the main value drives;

Q The valuation of a company or

business unit is a prior step in

making strategic decisions, such as,
the decision to continue in the

business, sell, merge, grow or buy
other companies;

In case of strategic planning, the
valuation of the company and the
different business units are
fundamental for deciding what

products/business lines/countries/
customers to maintain, grow or

abandon. It also provides means for
measuring the impact of the

company's possible policies and
strategies on value creation and
destruction;

Different Approaches or Methods to
Business Valuation:

A Business Valuator (or anyone

purposes that a valuation serves arealuating your business) will use a
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variety of business valuation methoddusiness. A liquidation asset-basedalue, itis necessary to discount future
to determine a fair price for yourapproach determines the net cash thaenefits and costs. This discounting
business, such as: would be received if all assets were soldeflects the time value of money.
(1) Asset-Based Approach: and liabilities paid off. Benefits and costs are worth more if

intensive. The most common asset These valuation methods are bes eneﬂ_ts Ard CO.StS’ e Wl sl
monetized benefits and costs, should

valuation techniques are: used for non-asset intensive businesses . : .
: like service companies. These businesy. eliste sl Gl g Rl e Xl
Book Value Method: valuation methods are .redicated on thrate, Al B S U [P Ve T o)
The book value is simply the P fture cash flows. For typical invest-

idea that a business's true value lies in ; .
ments, with costs concentrated in early

é)eriods and benefits following in later
periods, raising the discount rate tends
'to reduce the net present value.

Estimating the Discount Rate

ﬁs ability to produce wealth in the

accounting books of the business }
S future. The most common earning valu
Assets less liabilities equal the owner's

equity, which is the "Book Value" of the approach is Caailalizing Past Earning

business. The problem with book valudncome Capitalizing Valuation Method!:

business valuation is that the Earnings are divided by a Use of a discount rate to quantify
accounting records may not accuratelgapitalization rate (a rate of retumsystematic and unsystematic risk is part
reflect the true value of the assets imequired to take on the risk of operatin%f the Capital Asset Pricing Model
the business valuation. the business). The earnings figure t CAPM). CAPM is firmly grounded in
Adjusted Book Value: be capitalized should be one that reerCteconorﬁic theory, and many texts
T 3 the true nature of the business. When ; 7] 2
wo types of adjusted book value etermining a capitalization rate on contain summaries. However, it is also
ebased on publicly-traded markets, which

business valuations are Tangible BOOshould compare with rates available tgo
Value and Economic Book Value (also P are not applicable to privately-held
firms. Alternatively, some practitioners

known as book value at market). similarly ELY invest.ments. .
e Tangible Book Value is based onD'SCOl_mted Earnings Valuation may yse a "build-up” method.
comprising the value of tangible Method: Although the use of this term is not
assets only. Assets, such, goodwill, It determines the value of a businessonsistent, some "build up" methods
patents, capitalized preliminarybased upon the present value oflo not include a "beta." This approach
expenses and deferred revenupBrojected future expected earningsis not founded in economic theory and
expenses etc are not considered. discounted by the required rate of returiis instead based heavily on professional
N Eesrarte EBeok VElue & i valuei'e' the capitalization rate. But thejudgement. Damadoran (2002)
of the business that allows a boolguestion is how well earnings arerecommends the CAPM approach,
dorojected. noting the failure of more contemporary
models to significantly improve upon
CAPM. Different methods for
estimating a discount rate exist.

value analysis that adjusts th
assets to their market value. Thiiscounted Cash Flow Valuation
includes valuation of goodwill, real Method:

estate, inventories and other assets \When an entity is set up to ’
attheir market value. accomplish a specific project, this(®) MarketValuation Approaches:

Replacement Value Method: technique is proved to be the most Market value approaches to
It is quite closely similar to an Useful in valuing such an affair or business valuation attempt to establish
adjusted book value analysis. LiabiliiesPusiness and when a certain time framii€ value of the business by comparing
are deducted from the replacement valuié Set where an investor wishes to seé to similar businesses that have
of the assets to determine thelisinvestment returned over a specifigecently sold. Obviously, this method
replacement value of the businessperiod of time. In discounted cash flow,S Only going to work well if there are a
Replacement value of an asset is usualiie present value of liabilities is Sufficient number of similar businesses
higher than its book value. subtracted from the combined preserf® compare. This approach compares

value of cash flow and tangible assetsSimilar companies on a set of variables.

Liquidation Value Method: 3 .
d which determines the value of theFOr instance the value of a business

It is Iso similar to an adjusted book e could be determined by using an
value analysis. Liabilities are deducted t Rate: "industry average" figure, such as
from the liquidation value of the assetd?!Scount Rate: sales, times a multiplier. This industry

to determine the liquidation value ofthe  In order to compute net presentaverage number is based on what
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comparable businesses have sold fanalyzing the sale of comparablewilling parties. The concept is essential
recently. As a result, an industry-businesses. in acquisition accounting.

specific formula is devised, usually  The above mentioned three mairConclusion:
based on a multiple of gross sales.  approaches are recognized by the pgysiness valuation methodology
Price Earnings Multiple Valuation Internal Revenue Service, accountingontinues to evolve over time. For
Methods: and appraisal authorities, and example, a century ago, the most
The price-earnings ration (P/E) isPusiness valuation authorities.common business valuation methods
simply the price of a company's shardlowever, much recent research in thge|ated to asset values and dividend
of common stock in the public marketunderlying economics of businessjie|ds. These business valuation
divided by its earnings per sharevaluation, as well as the trend inmethods are given far less weight today.
Multiply this multiple by the net income Professional practice, has underminedy haif-century ago, the price/earnings
and you will have a value for thethis easy classification. In particular, mytiple and the multiple of price to cash
business. If the business has néhere has been severe criticism of th@ow per share were important business
income, there is no business valuatiodMpProper use of accounting-based,ajyation components. While the price/
Dividend Capitalization Valuation historical cost figures to estimateearnings multiple continues to be an
Method: market value, the reliance onjmportant valuation component, the

[ it based accounting income statements as thgrice/cash flow multiple is no longer
vidend paying capacity based onfndamental basis for forecastinggenerally accepted. The DCF

average netincome and on average Cagfiture revenue, and the naive(piscounted Cash Flow) method has
To determine dividend-paying discount rates for private firms. valuation method. The DCE method is

capacity, near term capital needsyyha s Market Value or Fair Value? ~ conceptually useful, but it has
expansion plansf debt repayrjiqfh The value of an asset if it were to beSignificant application limitations. The
operation cushion, contractual ] el i eees an ise that th
: oo . sold on the open market at its currenf1€thod IS based on the premise that the
RIS, BT et paylngs i isi itvalue of a business is the present value
history of a business and dividends 0Fnarket price. When land is involved itVe! e
ay be necessary to distinguisypfltsfuture net cash flow. Projected net

a comparable company should b S o
investigated. After gnal))//zing thesePetween the market value in its preserf@ash flow is discounted to present value
factors, percent of average net incomdS€ and that in some alternative use;ind & cost of capital that is intended

used for the payment of dividends cafnarket value as a factory site, and be dgecause cash flow projections are made

I which may be less than its market valu®Usiness at the end of the discrete
aies Muliple valuation Method. as building land. Market value is oftenProjection period is calculated. The

This method is easy to understangjifferent from book value because théheory of a DCF analysis assumes the
and use. The sales multiple is often usegharket takes into account future growtryalidity of the financial projections, but
as the business valuation benchmarkgtential. Most investors who usefinancial projection accuracy is a
The information required is annual saleg,nqamental analysis to pick stockssimplifying assumption that does not
and an indUStry multiplier, which is look at a Company's market value an@ften Comport with the real world.
usually arange of .25to 1 or higher. Th@, o, determine whether or not theVloreover, a DCF analysis is also highly
industry multiplier can be found in 5 et value is adequate or if it'sdependent on the selected discount
various financial publications, as We”undervalued in Comparison to its bOOHatev as well as the methodo|ogy used
as analyzing sales of similar CONCeMS, 5,0 net assets or some other measufer estimating the terminal value. Often,
Profit Multiple Valuation Method: The value of a company obtained bythe terminal value is based on the

Profit and sales multiples are themultiplying the number of its issued projected financial results for the year
most widely used business valuatiorordinary shares by their market priceafter the discrete projection period.
benchmarks used in valuing a busines3his may differ widely from the book Terminal value is based on the final year
The information needed is pretax profitszalue of the company. Fair value is thedf a projection, which is necessarily far
and a market multiplier, which may be 1amount of money for which it is less predictable than projections for
2, 3, or 4 and usually a ceiling of 5. Theassumed an asset or liability could bearlier years. Valuation is an important
market multiplier can be found in variousexchanged in an arm's lengthconsideration, but the decision makers
financial publications, as well astransaction between informed andshould also consider the structural
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fairness of the transaction and otheequity is determined by adding the risk-
factors. A fairness conclusion renderedree rate of return to a measure of the
to the board of directors should weighequity risk premium. A company's 2.
the overall impact of a transaction onequity risk premium is calculated by
shareholders. An analyst rendering anultiplying the equity risk premium for
fairness opinion should recognize thathe market as a whole by a factor callegd.
shareholders are the ultimatebeta. Betais a measure of the volatility
beneficiaries of the fairness conclusio®f an individual security's return relative
and that the shareholders will beto the total market return. Ideally,
considering the fairness opinion invaluation analysts should use a
arriving at their transaction decisionsforward-looking beta. In practice,
The CAPM is widely accepted for though, historical betas are commonly?-
financial  analysis, portfolio used because projected betas are not

management, corporate planning, ankeadily available. An analyst should
other applications. However, itstest the reasonableness of the
reliability in calculating the appropriate c@lculated cost of capital, based on the
discount rate for an individual company@nalyst's professional judgement and
is subject to question. Many of the€Xperience as to the rates of return
factors used in estimating the discounfequired in the marketplace.

rate, such as beta, the company-specifgibliography:

risk premium, and the small companyA. waldron D and D Hubbard, (1991)
size adjustment risk premium, are "valuation Methods and Estimates in7.
subject to the judgment of the analyst. Relationships to Investing Versus
Under the CAPM, a company's cost of ~ Consulting" Entrepreneurship: Theory
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is constant in nature. Obliterationand EVA are an effective measure of the
should be welcomed if it is for betterquality of managerial decisions as well
and the managers of publicas areliableindicator of an enterprise's
organisations should take decisionsvalue growth in future. So, management
As ifitis a private organization thattheof business has now started
capital is optimally utilized and resultininvestigating ways to link its own

maximizing the shareholders' value. interest to the interest of thee
Conclusion shareholders. Due to the above

Shareholders' value based measurdgVelopments, economic value added
like Economic Value Added (EvA), (EVA) and market value added (MVA)
Market Value Added (MVA) are being &re given the mogt atte_ntlon and most
introduced and greater attention i<f the companies in India, either MNC
being paid to getting the accountant®' Indian have now adopted use of
and the finance executives involved irabove first class metrics in recent times.
planning, decision making andReferences:
performance evaluation in recent time
as these metrics explicitly discloses the
value of the firms. These value based
metrics are widely used by the
management of a business in order to
look for a way to link earnings and
related investment, not just for thee®
company as a whole, but for the
individual parts of the business as MVA
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= use in conducting its everyday
TOO IS an d TeC h n I q u eS Of business. If we buy a company for close
. . to its working capital, we have
B u SI n eSS Val u atl O n essentially bought a Re of assets for a
Re of stock price -- not a bad deal, either.
Business valuation is a process and a set of procedures used to estimatdUgieas cash funds all sorts of good
economic value of an owner's interest in a business. Valuation is used by finaHtiRgs, so does working capital.
market participants to determine the price they are willing to pay or receivg3p Price to Book Value Method
consummate a sale of a business. In addition to estimating the selling price of g0k value is literally the value of a
business, the same valuation tools are often used by business appraisegérﬁ(bany that can be found on the
resolve disputes related to estate and gift taxation, divorce litigation, allocﬁ&:ounting ledger. To calculate book
business purchase price among business assets, establish a formula for estinafing per share, take a company's
the value of partners' ownership interest for buy-sell agreements, and M&¥eholder's equity and divide it by the
other business and legal purposes. An attempt has been made in this arti¢d¢ dnt number of shares outstanding.
provide knowledge regarding the various tools and techniques that are usqcﬁ)}au then take the stock's current price
the valuation of a business, starting with simple financial statements and thejds€divide by the current book value,
of ratios, and going on to discounted free cash flow and option-based met% have the price-to-book ratio.

Stock's current price

Price to Book Value =

Current book value

Introduction following prominent techniques of  Book value is a relatively

B usiness Valuation has become aRusiness valuation : straightforward concept. The closer to

intrinsic part of the corporate (1) Cash to Market Value Method book value we can buy something at,
landscape. The corporate |iis one of the premier screens forthe better it is. Book value is actually

landscape has witnessed dynamigyreting out companies with more castioeWhat skeptically viewed in this day

changes in the recent years as mergegs, nand than their current market valuiij/nd 2, SMED Mosk CRmPEnTEs NEe

and acquisitions, corporate restrucjrsiy jook at a company's cash an agltlue?seir:]rllagg:]u(l)??:ietitl]:tli:);nc\)/ﬁgg)lgétgfe
turings, and share repurchases argqyjyalents  and short-term e nenging on what tax consequences
happening in record numbers. At the  asiments. Dividing this

number by, is trvi t id
core of the dynamics of all theseyne number of shares outstanding gives e - oy o LMY t0 avold.
activities stands some nhotion of 9 9V€{owever, with financial companies like

. ) a quick measure that tells us how muc

valuation. The valuation methods ar&y¢ the current share price consists Ogﬁ)rl‘(léfégggr;lérgreerdii%aa? d ggr?]f)z;?ess
not only necessary for accountingq the cash that the company has oe book value is extremely relevant. For
purposes but they also serve aj,,q gyying a company with a lot ofinstance, in the banking industry,

foa‘?'m?‘ps El7 e DRI, Venture ash can yield a lot of benefits -- cashakeovers are often priced based on
capialisis and corporate acqriCrogiRees « product development andook value, with banks or savings &

order to 'know the true valug of astrategic acquisitions and can pay hightoans being taken over at multiples of
company's assets. How a business 5,0 ovecutives. Even a company thatetween 1.7 to 2.0 times book value.
VElUEE EEEEEE O ERE BLIEEEE, 8T ight seem to have limited futureAnother use of shareholder's equity is
Uit i) [oelif o Implemem'ngprospects can offer tremendous promist® determine return on equity .

various methods will be to see how the){ . .
o f it has enough cash on hand. 4) Return on Equity (ROE
work in different contexts -- such as ! ug “) T G qu?i/t; s a?measure o

valuing a private company, valuing an(2) Working Capital to Market .

acquisition target, and valuing aCapitalization how much fearmngs a compagy
company in distress. Although there are  Another measure of value is agggigfﬁo'%e‘igguﬂteﬁ icsonr?g:;ir;g
numerous individual valuation company's current working capitalas a percentage gor ?ﬁstance £ XY7
techniques, we will discuss therelative to its market capitalization.Corp_ madearetljrn I m’illion -
Working capital is what is left after {4 past year and has a shareholder's
*Lecturer, Postgraduate Department ocompany's current liabilities are gquity of ten million, then the ROE is
Commerce in Govt. College, Chandigarh. subtracted from its current assets 10%. Some use ROE as a screen to find
*“*Guest Faculty, Postgraduate DepartmenWorking capital represents the fundsompanies that can generate large
of Commerce in Govt. College, Chandigarhthat a company has ready access to fprofits with little in the way of capital
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investment. Coca Cola, for instanceproduct development or higher taxes)¢onfirm value. If a company has a low
does not require constant spending tor are relatively new in a high-growthP/E but a high PSR, it can warn an
upgrade equipment -- the syrup-makingndustry are often valued off of theirinvestor that there are potentially some
process does not regularly move aheattvenues and not their earningsone-time gains in the last four quarters
by technological leaps and boundsRevenue-based valuations are achievetiat are pumping up earnings per share.
High ROE companies are very attractivaising the price/sales ratio,PSR.Theg) Discounted Cash Flows Method
to investors . price/sales ratio takes into |tisthe most common measurement
(5) Earnings Per Share (EPS) consideration the current markefor yaluing public and private
Earnings per share measures thgapitalization of acompany and dividessompanies used by investment bankers.
profit available to equity shareholderdt by the last 12 months trailing cash flow is literally the cash that flows
on a per share basis, i.e., the amoufgvenues. The market capitalization i$hrough a company during the course
that they can get on every share heldhe current market value of a companyef 5 quarter or the year after taking out
EPS is calculated by simply dividing the@ftived at by multiplying the current 4| fixed expenses. Cash flow is normally
total amount of the earnings a companghare price times the sharegefined as earnings before interest,
reports by the number of shares iputstanding. This is the current price aaxes, depreciation and amortization
currently has outstanding. Thus, if XyYzWhich the market is valuing the Ep|TpA).In a private or public market
Corp. has 1million shares outstandingompany. Forinstance, ifin our examplegcquisition, the price-to-cash flow
and has earned Rs.1million in the pastompany XYZ Corp. has ten million mytiple is normally in the 6.0 to 7.0
12 months, ithas EPS of Rs1.00.  Shares outstanding, priced at Rs10 gynge. When this multiple reaches the

Rs1,000,000 share, thgr) the market capitalizationi§ o to 9.0 range, the acquisition is
EPS=  —oeeemmmemeeee = Re.1.00 Rs100 million.Some investors are evemormally considered to be expensive.
1.000.000 shares more conservative and add the currenf, 4 leveraged buyout (LBO), the buyer

) long-term debt of the company to theyormally tries not to pay more than 5.0
The earnings per share alone meangta| current market value of its stock toimes cash flow because so much of the

a company's earnings relative to itfiere s that if we were to acquire the Free Cash Flow qoes one ste
price, we can employ the price /eaming.ompany, we would acqire its debt agyher. A company car?not drain all itsp
ratio. : : well. This avoids comparing PSRS.,qh fiow, to survive and grow it must
(6) Price/Earnings (P/E) Ratio. between two companies where one has, et in capital and hold enough

The P/E ratio takes the stock pricdaken out enormous debt that it ha ventory and receivables to support
and divides it by the last four quartersused to boast sales and one that has . stomers. So after adding back in
worth of earnings. For instance, if, inlower sales but has not added any Nasfie non-cash items. we subtract out new
our example above, XYZ Corp. wasdebt either. capital expenditurés and additions to
currently trading at Rs15 a share, ilMarket Capitalization = (Shares working capital.

tRUle e & FHEE s, Outstanding * Current Share Price) The premise of the discounted free
Rs.15 Share price + Current Long-term Debt  cash flow method is that company value

P/E= =Rs.15 The next step in calculating the PSRean be estimated by forecasting future
Rs.1.00 EPS is to add up the revenues from the lagierformance of the business and

It represents the price currentlyfour quarters and divide this numbemeasuring the surplus cash flow
being paid by the market for each Re ointo the market capitalization. Say XYZ generated by the company. The surplus
currently reported EPS. It measure§£orp. had Rs200 million in sales overcash flows and cash flow shortfalls are
investors expectations and markethe last four quarters and currently hagiscounted back to a present value and
appraisal of the performance of the firmno long-term debt. The PSR would be:added together to arrive at a valuation.

(7) The Price-to-Sales Ratio (10mnshares*10/share)+0debt  The discount factor used is adjusted
Every time a company sells aPSR= =0.5 forthe financial risk of investing in the
customer something, it is generating Rs200 million revenues company. The mechanics of the method

revenues. Revenues are the sales The PSR is a measurement thafoCus investors on the internal
generated by a company for peddlingompanies often consider when makingPerations of the company and its
goods or services. Whether or not an acquisition. The PSR is often useduture.

company has made money in the lasthen a company has not made money The discounted cash flow method
year, there are always revenues. Evein the last year. PSR measures how mugtan be applied in six distinct steps. Since
companies that may be temporarilywe are paying for a Re of sales insteathe method is based on forecasts, a
losing money, have earnings depresseaf a Re of earnings. We can use the PSgood understanding of the business,
due to short-term circumstances (likén conjunction with the P/E in order toits market and its past operations is a
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must. The steps in the discounted cashvestment while recognizing the ability should select combination of methods

flow method are as follows:

of corporations to defer an investmenthat can help us to take better
Develop debt free projections of theuntil a later period or to make a partiadecisionWe all know very well that one
company's future operations. Thignvestmentinstead. In short, investmentvrong decision can destroy the value
is clearly the critical element in the decisions are often made in a way thatreated over the years. Financial experts
valuation. leaves some options open. The simplbelieve that business valuations using
Quantify positive and negative casH\NPV rult_a do_es not givg the correctany method should not be too high or
flow in each year of the projections_conclusmn if uncertainty can betoo low because that could be costly,
The cash flow being measured is themanaged." In acquisitions and otheresulting in either overpayment or lost
surplus cash generated by thebusinr—gss decisions, flexibility i; opportunities. It is the nee.d ofthg hour
business each year. In years Wheﬁssenthl -- more so the more volatilghat the e>.<ecut|ves belonging to finance
the company does not generatéhe.ep.wronment -- and_the value ofor non finance backgrounq must
surplus cash, the cash shortfall idlexibility can be taken into accountpossess thorough understanding of all
measured. explicitly, by using the real-options the available valuation techniques
Estimate a terminal vallie for the las@PProachs because they play an important role in
year of the projections. Estimate how ~ Financial options are extensivelythe various strategic decisions taken by

much value will be contributed to Used for risk management in banks anthe corporates.
the company by the cash flowsfirms. Real or embedded options argReferences

generated after the last year in th@nalogs of these financial options ang
projections. can be used for evaluating investment

e Determine the discount factor to be?€€iSions made under significant

applied to the cash flows. Thisuncertainty. Real options can beg

discount factor should reflect the!demiﬁed. in the a0t opporturjity k¢
nvest in a currently available

business and investment risk i oot with e I
involved. innovative project with an additiona

o Aoplv the di t factor toln consideration of the strategic value
PPRIy the discount tactor 10 1N€ 5444 ciated with the possibility of futuree
cash flow surplus and shortfall of

h e DL and follow-up investments due to
'?'ﬁc Yool a? y ete(;rr;)ma vahue mergence of another relateds
€ amount generated by €ach gy ation in future, or the possibility

these calculations will estimate theOf abandoning the project.

present value contribution of each The option is worth something ®

year's future cash flow. Adding b b | fih i
these values together estimates theecausgt € [UTTE VEllTE DLPISdeg-L Is
uncertain. Uncertainty increases the

COIEEY S D EERT Ul assumingalue of the option, because if the®

Ll e, uncertainty is interpreted as the
® Subtract present long term and shott o riance, there are possibilities to®
term borrowings from the presentpigher profits. The loss on the option is
value of future cash flows to gqual to the cost of acquiring it. If the
estimate the company's presenfgject turns out to be non-profitable®
value. we always have the choice of non-
(9) Option-Based Methods exercising. More and more, the real
Executives continue to grapple withoptions approach is finding its place in
issues of risk and uncertainty incorporate valuation.
evaluating investments andConclusion
acquisitions. Despite the use of net The firms that face an importante
present value (NPV) and otherinyestment, acquisition, or growth
valuation techniques, executives argecisions, particularly in a rapidly
often forced to rely on instinct whenchanging competitive environment,
finaIiZing I’iSky inVeStment deCiSionS. effective management requires an
Given the shortcomings of NPV, realynderstanding of value creation and @
options analysis has been suggestethmmand over valuation analysis.

as an alternative approach, one thaphile valuing a business we should not
considers the risks associated with apely on any one method rather we
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1 The key cost element comparis on
B e n C h m a.rkl n g a-n d C OSt of our two plants in the attached sheet
. was an eye opener, which helped in
R ed u Ctl O n focussing the drivers which affected
th ts.
e

n a situation where market drivendangers in such an approach. One, iti{§) Plant Il was comparatively a newer
I forces restricts the volume sandhot sustainable and second, it could pjant and had advantage due to
selling price, many organizationsaffect the customers adversely, which  patter layout and space.
adopt benchmarking process tamay lead to sub optimal service levels
understand the cost behaviour at a moteffectively it would lead to pressure on
micro level. We at All Metals Industriesrevenue and render the initiative

b) Plant-I bottom line could zoom up
at a faster and consistent pace by
adopting Plant-1l consumption

did the same. counter productive. E.g are staff
Benchmarking, a process offétrenchment, travelling costs, standards.
comparing the business processes ardfivertising costs, perks, etc. c) Plant-ll could also benefit by looking

performance metrics it provides a A better approach would be to first @t certain parameters like
snapshot of our business and helpattack the operational costs, which are Hydrocloric acid, Fume Suppresant,
understand where we are in relati to airectly related to products and Diesel & others wherever they are
particular standard or other similarunit.processes. exceeding Plant-I.

The result is often a business case and

"Burning Platform" for making changes e — - _ _
in order to make improvements. I i e T I by adopting Flani-I1 penctices

Comparative Table showing Key Operational Cost Elements

K 1 B Farticulars Unit | Average comsumption | vearly
Traditionally the formula for arriving I peer moeth impact
at profit Profit = Sales - Cost. | Plant I | FlansT | AED ‘900
Owner's Market| Element largely & [EAW MATHRIALS — e
Expectation, Driven| under 1 [inc Consamption X BRI, e T
organizational : .
: B ICHEMICALS S
el Sillesi | coriio |1 [Fydrochions: Acd — 1w SO0 | 70000
Cost | % |Fume Suppressant n 5,00 | WL
. oA q | 3 pGalva Flux B i 20000 30000
Where the 'PRICE' is dorTunated by;__l.H“ RS - o 000 o
the market and the 'PROFIT"is expecte | & [Depreasant bz 11,000 R0 | KAN
by the owners, the one element we ca o o Flux kg Ll : XXX
control is 'COST! £ Pl Tow g 4.500 ] XK
_ | =
Having said that, it should be | € [COMNSLUMABLES —
: 1 [ Diaeead Ol Lial 20,1100 AT
realised that not all costs are equal anp5 T e 3 000 5 EhS
controllable. There are some which[™ TG T A 15,0000 TN
bleed the organization and need to b| & |Akwasive Seel Shols 5330 - | 14,00 L0, 0 A
. . . 5 |Fine rl]'.l'h".":.-.i.l'n Capem 2505 L5 000 LY
addressed .|mmed|ately, while othe;rs s PamiingDisc v ns6grade | T D = T
need attention on a longer perspective T
. UL RS 1
s s e d
On.e mlght arg.ue that any_ cost I |Electmcaly EME S 2THIEN) 117 80 XAX
reduction would directly contribute [ [wau Gallon | 165,000 | 185NN
towards the bottomline. There are | |
E) |MANMPOWER |
- : 1 |Msnhours ufilized per month Hirs [ N
*Group Financial Controller, All Metals Bensfit b Plankl by adoptimg Plasd-11 prackioss per asmum—5 AN
Industries LLC, Dubai, United Arab )  Bay AEDEMIn
Emirates J'r'gurll.l i ke aborw fable are clumped o meswdarn ponfrdeshsinly of deda
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Initiatives Taken:

Table-11 : Benefits to Plant-11 by adopting I‘]-\ntal praclices

a) Presented the above two tables with
their implication on bottom lines to
both the divisional managers of
respective plants.

b) Nominated two representatives

from each division as a joint task
force with the following objectives:

i} Identify the main cost driver | %

(aspect of process) which affects the

increase/decrease of each cos

element.

ii} Identify the differences in

production processes/method

adopted by each division, which
leads to differiantial absorption of

cost drivers.

iii} Exchange the better processes
and experiment in each division, to

work out the impact on cost, quality

& safety.

iv} Institutionalise the new

processes by revision of existing

procedures and impart of necessary
training to concerned employees of_

each division.
Challenges Faced:

a) Time constraint to go into deeper
details.

b) Resistance to change at down the
level due to habits formed.

Conclusion:

By exchanging process knowhow
and practices, the organizationas whole
gained immensely. The bottom line of
the group zoomed by XXXX + YYYY
amount as both the divisions benefited.
We could achieve substantial savings
(not 100%) of our targets as indicated
in the tables.

Moreover this helped in setting new
standards for this industry, wherein
other similar units worldwide could
benchmark their performances and we
all could benefit globallya
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' T mieh impact
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.i'le':.&w MATERLALG T
1 | &ine l::l.'m.urrlFIil:r m % f A9, 4.57%
= —— .
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2 fFume Suppressank b -..r.. ] WL Y
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Cost accounting Standar@ss e hesw acos.

on Climate Change &
Pollutants

Ashok K Agarwal*

Introduction benefits. This also implies that pollution
C limate change: Climate changds not something solved by competitive

caused by human activities thatnarkets. Some collective solution is
emit greenhouse gases into th&eeded, such as a court system to allow
air has started showing its affect in thearties affected by the pollution to be
frequency of extreme weather event§0Ompensated, governmentinterventior
such as drought, extreme temperature§anning or discouraging pollution, or
storms. Global surface temperature ha@xes. °
also increased between the start and ttgbjective
end of the 20th century, caused by The objectives of the Cost
increasing concentrations of greenaccounting Standard on Climate Change
hou;e gases resulting from Fossil fuelg, pollutants are:
burning and deforestation.

With the increasing attention given
to the link between greenhouse gases
and climate change, many companies
are quantifying their greenhouse gases
emissions for internal management
purposes, and an increasing number are
also preparing a greenhouse gas
statement:

(@) As part of a regulatory disclosure
regime;

(@) To obtain reasonable assurance
about whether the greenhouse gas
& Pollutants statement is free from
material misstatement, whether due
to fraud or error, thereby enabling
the practitioner to express an
opinion on whether the greenhouse
gas & Pollutants statement is

criteria; and

Many negative externalities (also called
"external
diseconomies") are related to the
environmental
production and use.

costs" or "external

consequences of

Anthropogenic climate change is
attributed to greenhouse gas
emissions from burning oil, gas, and
coal. Global warming has been
ranked as the No.1 externality of all
economic activity, in the magnitude
of potential harms and yet remains
unmitigated.

Water pollution by industries that
adds poisons to the water, which
harm plants, animals, and humans.

Industrial farm animal production, on
the rise in the 20th century, resulted
in farms that were easier to run, with
fewer and often less-highly-skilled
employees, and a greater output of
uniform animal products. However,
the externalities with these farms
include air quality problems; the
contamination of rivers, streams,
and coastal waters with
concentrated animal waste; animal
welfare problems.

In these situations the marginal

prepared, in all material respects, irsocial benefit of consumption is less
accordance with the applicablethan the marginal private benefit of
consumption. This leads to the good or

(b) As part of an emissions trading(b) To report on the company'sService being over-consumed relative

scheme; or

(c) Toinform investors and others on a
voluntary basis, included as part of
annual report;

Pollutants: Negative externalities
such as pollution is more than merel
an ethical problem. The problem is one

findings.
Scope /Issues due to Climate Change
y& Pollutants

In economic terms, pollution from

greenhouse gas & Pollutantsto the social Optimum. Without
statement, and communicate, irintervention the good or service will be

accordance with the practitionersunder-priced and the negative
externalities will not be taken into

account.
Cost Benefit Determinations

Debates weigh the benefits of

of the disjuncture between marginaffossil fuels is regarded as a negativémiting industrial emissions of

private and social costs that is noexternality.

solved by the free market. Itis a problem Taxation is considered one way t
of societal communication andmake societal costs explicit, in order
coordination to balance costs andinternalize' the cost of pollution. This

aims to make fossil fuels more expensive;

greenhouse gases & Pollutants against
0the costs that such changes would
toentail. Using economic incentives,

alternative and renewable energy have
Jeen promoted to reduce emissions

M.Sc.; FICWA; Ph.D, Practising Cost thereby reducing their use and thdvhile building infrastructure.

Accountant (Delhi) amount of pollution associated with

24

Air pollution is the introduction of
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chemicals, particulate matter, orof a pollutant: its chemical nature, theplutonium, and lead are toxic metals that
biological materials that cause harm oconcentration and the persistencehave no known vital or beneficial effect
discomfort to humans or other living Some pollutants are biodegradable andn organisms, and their accumulation
organisms, or damages the naturgherefore will not persist in the over time in the bodies of animals can
environment, into the atmosphere.  environment in the long term. cause serious illness. Some of them are

Definitions Types of pollutants dangerous to health or to the

. i ) environment (e.g. Hg, Cd, As, Pb, Cr),
Emissions - The greenhouse gases  Stock pollutants: Pollutants that the_ may cause corrosion (e.g. Zn, Ph),

Pollutants th ring the relevan i i ' .
& Pollutants that, during the relevantenvironment has little or no absorptive, ) o are harmful in other ways (e.g.

period, have been emitted to thecapacity are called stock pollutants (€ga senic may pollute catalysts)
atmosphere or would have been emittegersistent synthetic chemicals, non-

to the atmosphere had they not beepiodegradable plastics, and heaviD P_etr3|?tent _orga”mtc E{)Olll;ggnm:
captured and channeled to a sink.  metals). Stock pollutants accumulate irf. ' S'Stent organic pollutants (POPs) are

Greenhouse gases: - Carbon dioxidehe environment over time. gg;r:,'i(; o%m%ct);ng: trg?jta::)i :ﬁf(')sl;agt
(CO2) and any other gases, such afiodegradable matter is generally hemicaT-fSie icalg and ohotol ti%
methane; nitrous oxide; sulfurorganic material such as plant and ’ gical, P y

: ; rocesses. Because of this, they have
hexafluoride; hydrofluorocarbons; animal matter and other substancegeen observed to persist in the
perfluorocarbons; and chlorofluoro-originating from living organisms, or . P

. . > environment, to be capable of long-

carbons. These other gases are oftemtificial materials that are similar enough . .

. . oo ) ange transport, bioaccumulate in
expressed in terms of carbon dioxideo plant and animal matter. Heavy metal = 1" 0o o biomagnify
equivalents (CO2-e). pollution can arise from many sourceg, " 4 chains. and to have P

Organizational boundary: Deter-but most commonly arises from theg;q a0t impacts on human health and
mining which organizations or facilities purification of metals. The damage they, o o ,vironment.
to include in the company's greenhouseause increases as more pollutant is
gas & Pollutants statement is known aemitted, and persists as the pollutant
determining the company'saccumulates. Stock pollutants ca .
organizational boundary. In some casesreate a burdon for future generation P’?]‘ZZ gf"?ugzzn;'r%ar:qggénr?r?u:(;iéhﬁ
the applicable criteria may allow aby passing on damage that persists Wenot contain heteroatoms gor carr
choice between different methods forafter the benefits received from : o y
o . 1 ; substituents. PAHs occur in oil, coal,
determining the company's organi-incurring that damage have been :
. .- and tar deposits, and are produced as
zational boundary. Determining theforgotten.

. ational bound byproducts of fuel burning (whether
company’s organizational boundary  gyng pollutants: Fund pollutantsfossil fuel or biomass). As a pollutant,

may require the analysis of complexyre those for which the environmenkhey are of concern because some
organizational structures such as joinhas some absorptive capacity. Fundompounds have been identified as
ventures, partnerships, and trusts, angh|jytants do not cause damage to thearcinogenic, mutagenic, and

complex or unusual contractualgnyironment unless the emission ratgeratogenic. PAHs are also found in

relationships. For example, a facility mMaY,y ceeds the receiving environment'soods. Studies have shown that most
be owned by one party,

operated b)ébsor : : P :
: ptive capacity (eg. carbon dioxidefood intake of PAHs comes from cereals,
R, S| P eSS MRS S EY W e e aserled by plants andils and fats. Smaller intakes come from

another party. _ oceans). Fund pollutants are noyegetables and cooked meats.
Pollutants: A pollutant is a wastedestroyed, but rather converted into i orqanic compounds: Volatile

material that pO”UteS ail’, water or soil. less harmful SubstanceS, or d”utedérganic comgounds (Vgcs) ar.e organic
Removal: Removal of greenhousedispersed to non-harmful concen-pamical compounds that have high

gases & Pollutants the company wouldrations. enough vapor pressures under normal

have otherwise emitted to the Notaple pollutants: Notable conditions to significantly vaporize and
atmosphere are ordinarily accounted fopojytants include the following groups: enter the atmosphere. Volatile organic

onagross t_)aS|s, that!s, X3 the_ source Heavy metals: Iron, cobalt, coppercompounds are numerous and varied.
Ul (e Sl s e (L el I L ngan molybdenum, and zinc ardOCs may be natural or synthetic. Like
greenhouse gas & Pollutants statement, 2nganese, molybdenum, a ca Y y '

required by humans. Excessive levelsrganic chemicals in general, there are
Pollutants: ; ; il f diff ds which
can be damaging to the organism. Othenillions of different compounds whic
Three factors determine the severittheavy metals such as mercurymay be classified as VOCs.

Polycyclic aromatic hydrocarbons:
olycyclic aromatic hydrocarbons
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Environmental xenobiotics: Environ- extent of indirect emissions for nearlyestimation or measurement uncertainty.
mental xenobiotic are xenobioticany company would be impossible tacSome criteria stipulate rigid models,
substances with a biological activity thatjuantify. Where some Scope 3methods, emissions factors, etc., that
are found as pollutants in the naturaémissions sources have been includediyust be applied in all circumstances
environment. Pharmaceutical drug is é is important that the basis for selectingvhen calculating emissions from a
chemical used for the alteration,which sources to include is reasonableyarticular source. For example, the
diagnosis, prevention and treatment oparticularly if those included are notapplicable criteria may require Scope 2
disease, health conditions or structurdikely to be the largest sources for whicremissions from electricity to be
function of the human body. the company is responsible. In somealculated by multiplying kilowatt hours
Principles of Measurement cases, the source data used to quantifgcorded on suppliers' invoices by a
Scope 3 emissions may be maintainedrescribed emission factor.
by the company. For example, theQuantification in accordance with such
o ) company may keep detailed records agriteria effectively eliminates estimation
Scope 1 emissions), which aréyq pais for quantifying emissionsuncertainty for the purpose of reporting
emissions from sources that A& ssociated with employee air travel. Irin accordance with those criteria.
ggvn:e:n or controlled by the ;e gther cases, the source data usggsclosures
pany. to quantify Scope 3 emissions may b
® Indirect emissions, which aremaintained in a well-controlled and o o
emissions that are a consequencgecessible source outside the company. Thgbcatglgonzatlcr)]n of e_mllssmnsf
of the activities of the company, but Nl . ) attributable to each material type o
which occur at sourcespth;[ areQualltatlve fC iClud: emission included in the greenhouse

Emissions can be categorized as:
® Direct emissions (also known as

(E)isclosure of:

owned or controlled by another® The sources of emissions. gas & Pollutants statement;
company/entity. Indirect emissions® The types of gases & Pollutantse \Which organizations or facilities are
can be further categorized as: involved. included in the company's
a) Scope 2 emissions, which are® The uncertainties associated with organizational boundary, and the
emissions associated with energy, quantification. method used for determining that

including electricity, heating/  Nearly all quantifications of  Poundary if the applicable criteria
cooling, and steam, that isgreenhouse gases & Pollutants allow a choice between different
transferred to and consumed by th@ missions involve some degree of Methods;

other company/entity. uncertainty because it is virtually® The method used to determine
b) Scope 3 emissions, which are alimpossible in any circumstances to which Scope 1 and Scope 2
other indirect emissions. precisely count each molecule of emissions have been included in the

Where some Scope 1 or Scope greenhouse gases & Pollutants emitted greenhouse gas & Pollutants
emissions sources have been excludelly @ company. To the extent the statement;
it is important that the explanatory notegincertainty relates to existing gaps ine  The nature of Scope 3 emissions,
disclose the basis for determining whictavailable scientific knowledge, it is  including that it is not practicable
sources are included and which aréinavoidable and permeates all forthe company to include all Scope
excluded, particularly if the sources thaguantifications of greenhouse gases & 3 emissions in its greenhouse gas
are included are not likely to be thePollutants emissions. However, all & Pollutants statement; The basis
largest sources for which the companyjuantifications are made within the for selecting those Scope 3
is responsible. Inclusion of Scope Jontext of the applicable criteria, and emissions sources that have been
emissions is optional because the fultriteria differ in how they treat includedp

p
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women and children die due to lack of
health care. Only 10% of the whole
Indian Population does enjoy some level
of social protection, while 950 million
are still excluded. In India, merely 5.1
million persons are covered under
micro-health insurance schemes mainly
of employees in the organized sector or
their families.

The research aims in answering:

Dr.R.K Maheshwari*

Dr. Ekta Rastogi**

1

Introduction ® To study the Banks Microfinance

he paper deals in the study of division and a comparison. 2
‘Critical Appraisal of Micro- e To study the consumer's views on
finance in India’. Every study  microfinance in Uttar Pradesh. 3,

aims in arriving at certain conclusions Rationale of the Study
It includes the study of the

sllerg dnzinee seeier, 15 lsion speed. It is estimated that the country

evolution, theoretical concepts, varioug "1 ove more than 40% of its

What is the microfinance situation
in a poor country like India?

What is the role of private banks in
the Microfinance sector?

What is the awareness level of
Microfinance within masses?

Poverty is striking India at a greatResearch Objectives

The first objective of research was

to do an in-depth analysis of the

:anszdeil';;lfsp(;?Jls/l?cE:gﬁggﬁ::tep;%\ggoisie%muI_ation in urban by the year 2030yjcrqfinance sector in India. The main
whole espite the large number of urban POOhhjective was to get an in-depth
' most of them have little or no access tQ
. : nowledge of the same.
~Itincludes the study of banking fgrmal financial services, there is L
industry in relation to the Microfinance re|atively little outreach of microfinance
DIVISIOIH. This chapterfanr}ns in giving jn major urban areas today. 1 AR R I
;zvzug igztzfigm, cl)—||:;[|:ec m%kﬁf; Or|1e in thrlez'of theIV\g).rldfs pozresﬁ\/licrofinance structure in relation to the
i i ir PEOPiE are Indians. India IS a MU3&gy5te hanking industry. It also tried to
?nr:grlcgilr(\:allr?fgIijli_\}?s’ignnrelTartmlicsmctr?;BfelzCoumry of 1.LLMIon people and?ind out the awareness level of
includes the market research of thesB2Ye"Y remaigbleomesstgqgering sodieh)jcrofinance among the masses
two banks. Research is a necessity singy e 400 Million people in India Ve yyqgh 5 survey.
TO LEAl.?N DO IT" is the m)c/)st Helow the internationally agreedR h Methodol
: (poverty line (living on less than US $1 esearch Methodology

Important concept in every researcl per day) and 855 million onlessthan$2 Taking into consideration the

USRS WISt~ Dper day.2 Each year over one milliorobjective of the project, a draft of how
aspect of this paper is It carries th

The second objective of research
was to do a cross Banking survey in

Research work undertaken to analy:z
the Consumer's Views on Microfinance
its awareness, availability, need etc. ar &0
comparing the two banks.

All efforts and activities were
directed and focused to achieve th
following purpose: -
® To study the whole Microfinance

segment in India.
® To study the theoretical concept 0 - - — — . .

of Microfinance. D b

Incidance of Poverty in India (1955 - 2000)

ol o e a—

20 —a— Urban Poverty

—— Rural Powerty

% of Total population
3
Py

*Reader, Dept of Applied Economics, w2
Lucknow University.
**Assistant Professor, IILM, Lucknow.
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to go about to accomplish it was Tool of Data
decided.

Firstly, it was decided to divide the Market Research Methodology at a Glance

research into two broad categories|,
namely: Flan Prepare Interact Analyze Deliver
1. Comparative study of cross banking

Microfinance facility comparing
HDFC Bank Ltd. And ICICI Bank

Ltd. Objectives Logistics In=ight= Synthesize Repoit

i : hiethodalogy Guide Fire tune Opporunities Present

2 StUdy of awareness of microfinance Timeline Stimulus Hypothesize Recommendations Riewiam
among masses. Deliverables

After dividing the project into two
parts, the source of data was decidedl.
The data collected was primary as we
as secondary.

A, Cross Banking Microfinance

COLLECTION: A structured questionnaire

Research Limitations to a movement that envisions "a world

Facility Analysis: It was not easy to complete thel" which as many poor and near-poor
- research work. It took a lot of time tohouseholds as possible have permanent
ampiing Lesign _ _ gather the data needed for the researcCCeSS 0 an appropriate range of high
® Place: For collecting details of The following were the limitations faced quality financial services, including not

Microfinance of the two banks, visit pyy me: just credit but also savings, insurance,

\I/_vljicsksg\;cg made to these banks N Bank authorities were reluctant toand fund transfers.

e Sampling Frame: Personal visit information. Institutions do not lend money to low-

income

® Sampling Size: 2 private banks ing

B)

Lucknow, which deal in Microfinance.

Sample Characteristics: The datgy
was collected from the banks
(private) which provide
Microfinance facility. b

Method of Data Collection: Sample -
survey method

Tool of Data Collection: A structured
guestionnaire

Consumer Survey of Microfinance
Facility..

Sampling Design

or

tapped.:

Place: The places where rural peoplg
urban poor people were being

Sampling Frame: Personal visit
Sampling Size: 50 rural people PY

Sample Characteristics: The data wagheoretical Presentation of the Topic
collected from the poor people living in

the capital city of Uttar Pradesh
Lucknow.

'services that poor people desire and al _ o
willing to pay for. The term also refers Boundaries of microfinance

Banks were not providing crisp data
needed for the research.

On asking to meet personally, they®
handed over the brochures to get
the information we needed. ®

Full information was not given. L

While making banks visits, no co-
operation was there on the parts of
the managers.

It was quite tricky to get the banking
arrangement information.

No one clearly revealed their annua
turnover.

When asked certain facts, they did®
not remember them.

(]
The poor people were unable to
understand the questions properly®

They gave vague answers.

. . . . .. ®
Microfinance services are financial

Individuals .The reasons being:

Lack of Information about
Individuals.

Collateral.

High Transaction cost of processing
Microfinance provides a solution
for the above problem.

Microfinance

Definition: The means by which poor

people convert small sums of Money
into large lump sums (Rutherford 1999)

The goals are

Eradicate Extreme Poverty &
Hunger.

Achieve Universal Education.

Promote Gender Equality &
Women's Empowerment.

Reduce Child Mortality
Combat Diseases

[ Developing Entrepreneurial Spirit.

Method Of Data Collection: Sampletg the practice of sustainably delivering  Theoretically microfinance encom-

survey method

28

those services. More broadly, it referpasses any financial service used by

the management accountant, January, 2010



Recent developments in finance

poor people, including those they More generally, the Principles assert
access in the informal economy, suchhat "Microfinance means building
as loans from a village moneylender. Irfinancial systems that serve the poor."
practice however, the term is usuallyFinancial systems include strong
only used to refer to institutions andfinancial institutions but also much

expanding a business, buying land
or equipment, improving housing,

securing a job (which often requires
paying a large bribe), etc.

Poor people find creative and often

enterprises whose goals include botmore: more competitive financial markets cq|japorative ways to meet these needs
profitability and reducing the poverty better government regulatory servicegrimarily through creating and
of their clients. Microfinance servicesand better complementary services.  exchanging different forms of non-cash

are needed everywhere, including th¢;jnancial needs and financial services. value. Common substitutes for cash

CIRVEIEPEE  CEENRmIES INeNSE - rticularly in the rural areas, manytypically include livestock, grains,
competition within the financial sector,

. . . Ny 4 activities that would be classified in theleWellery and precious metals.
combined with a diverse mix of different : . iy . .
: . W, . developed world as financial are notMicrofinance in India
types of financial institutions with

different missions, ensures that mosf 01 ctized: thatis, moneyisnotusedto An understanding of India's
people have access to some financial™ > them out. Almost by definition, poverty, economy, and growth helps in
services. Efforts to  transfer POOT People have very little money. Buimaking informed statements about the
microfinance innovations such a<ircumstances often arise in their livegommercialization of microfinance. This
solidarity lending from developing - which they need money or the thingsets the stage for defining microfinance
countries to developed ones have met o ) “&" b and analyzing the costs and benefits of
with little success. Microfinance can N Stuart Rutherford's recent booka more commercial model of micro-
also be distinguished from charity. It isThe Poor and Their Money, he citedinance delivery. A more in-depth Ioo_k
better to provide grants to families whoséveral types of needs: at the country's financial sector and its

are destitute, or so poor they are unlikel®  Lifecycle Needs: such as weddings/€gulation provides the context within
to be able to generate the cash flow funerals, childbirth, education, Which microfinance has evolved and
required to repay a loan. This situation home-building, widowhood, and old Outlines its constraints.

can occur for example, in war zone or age. INDIA: It's Economy

after a natural disaster. ® Personal Emergencies: such as Home to 1.1 billion people as of 2004,
Key principles of microfinance sickness, injury, unemployment,india constitutes approximately one

Key principles of microfinance were  theft, harassment or death. §ixth of the world's total population. It
developed in 2004 by Consultative® Disasters: such as fires, floodsiS the world's largest democracy and a
Group to Assist the Poor (CGAP) and  cyclones and man-made events lik&€y emerging market alongside China
endorsed by the Group of Eight leaders  war or bulldozing of dwellings. ~ and Brazil. India is the world's tenth
at the G8 Summit on June 10, 2004e |nvestment largest economy with a gross domestic
Among the key principles, summarizing
a century and a half of developmen
practice, are the following:

® Poor people need a variety of
financial services, not just loans.

® Microfinance can pay for itself, and

Opportunities:

AIca

[Chernn pragphic
Bormomwery

must do so if itis to reach very large ", i T —— I P o
numbers of poor people. Brmch :n: ok nea o "";;;.”1;'“'

e Microfinance is about building . - for Liundirg [
permanent local financial AL
institutions. AN ME Erqaity st

® The job of government is to enable ' /

financial services, not to provide
them.

® The key bottleneck is the shortage
of strong institutions and managers

Eapennss

Ealermal Sources
of Funds
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product in 2007 of US$1 trillion as Indian government's poverty reductiorways. Governments have piloted
reported by the World Bank. Thisstrategy focuses on infrastructurenational programs, NGOs have
picture presented shows amnsocial development (especiallyundertaken the activity of raising donor
environment where wealth is increasinggducation and health), and ruraffunds for on-lending, and some banks
for the nation but it is not accruing tolivelihoods. have partnered with public

all citizens. Microfinance is one pjicrofinance Defined in INDIAN ©Organizations or made small inroads
development approach that cangpiext: themselves in providing such services.

contribute to achieving the national and — : This has resulted in a rather broad
) . . . Microfinance can be defined as any
international goal of improving the

ctivity that includes the provision Ofdefinition el7 SIS £6
livelihoods of those Indians that are noﬁnanc):/ial servicel suchp £ creditaCtiVity that targets poor and low-
yet seeing the benefits of growth. : . . income individuals for the provision of
savings, and insurance to low income. © o1 services. The range of

Poverty individuals which fall just above the " .. s Lo
. : 3 : . activities undertaken in microfinance
India has over a quarter of itsnationally defined poverty line, and. . L

. { L : include group lending, individual
population below the poverty line. Thepoor individuals which fall below that lendina Zhesbrovision of savinas and
World Bank reports that India is still poverty line, with the goal of creating. 9 P ) >aving

- b : .~insurance, capacity building, and
home to some 260 to 290 million poorsocial value. The creation of social_ ™ .
. e . e % agricultural business development
numbers that rise to 390 million if value includes poverty alleviation and ) -

: . ) . J . “services. Whatever the form of activity
poverty is measured by the internationalhe broader impact of improving however. the overarching goal that
standard of those living on less thardivelihood opportunities through the unifies ail actors in the ?osision of
US$1 dollar a day. Almost half of India'sprovision of capital for micro enterprise,microﬁnance is the creat?on of social
poor, approximately 133 million, areand Insurance and savings for risk S : .

: g . .~ value. Microfinance is therefore defined
concentrated in three states: Uttamitigation and consumption smoothing.

: as much by form as by intent of the
Pradesh, Bihar, and Madhya Pradesh. A jarge variety of actors provide Ienderorfinyancial servicye provider.

Rural areas in India are home to thregyicrofinance in Indi ing a ran
jjcrofinance in |l using a rang o The Evolution and Regulation of

quarters of India's poor which iswicrofinance delivery methods. Since,, ' T
strengthened by the increasing urbanhe founding of the Grameen Bank ipViicrofinance in India:

rural disparities. There are substantigbangladesh, various actors have A complete understanding of the
disparities within the country as the gulfendeavored to provide access t&volution and nature of a country's
between the rich and poor widens. Th@inancial services to the poor in creativdinancial System, regulation, and

Financial needs of poor people
TYPES OF MICROFINANCE USED BY POOR PEOPLE

Household Financial Goals

l

l

l

l

|

l

l

l

cost of burials,
health care,
replacement
costs after
hurricanes &
floods, etc.

various
insurance plans

retirement {for
self or parents),
migration, farm
equipment,
wells, home
upgrade, self-
insurance, etc.

pensicn plan or
long time deposit

irrigation,
transportation,

livestock,
microenterprise,

home

renovation,
SL§||m‘r|il||J and
education, etc.

medium time
deposit

food security,
health
tfreatments,
festivals &
social
obligations,
emerqgencies,
etc.

demand or short
time deposit

send money to
family at home
and away.
microenterprise
warking capital,
etc.

funds transfers
andl cheques

meet urgent
family disaster
like sickness
or crop failure,
pay off
maoneylender,
ete.

emergency
loans

microenterprise
warking capital,
livestock,
sewing
machines,
radios, bikes,
etc.

shortterm loans

housing,
wells,
irrigation
systems,
hoats,
maotorhikes,
etc.

longer-term
loans

I

I

I

I

I

I

I

|

Microfinance Products
Source: Brett Matthews, Mathwood Consulting Company.
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government attitude toward the sectofinancial sector, which can belink informal local groups called self-
is integral to understanding the natureharacterized by Three major events. help groups (or SHGs) created by NGOs
of microfinance in any particular  The first of these pivotal events wad0 commercial banks like the National
country. Such knowledge allows one tqndira Gandhi's bank nationalizationBank for Agriculture and Rural
understand what forces shape itgrive launched in 1969 which required®€velopment (NABARD). These
growth and what factors constrain it.commercial banks to open rural branchednancial policy reforms in the 1990s
The World Bank has called South Asigesylting in a 15.2% increase in rurafvere very significant to microfinance
the "cradle of microfinance." StatisticSpank branches in India between 1979€cause they involved scrapping the
indicate that some 45% of all the peopleynd 1985. Today, India has over 32,00fterest rate controls for credit to the
in the world who use microfinance rral branches of commercial banks an@00r and other types of credit. These
services are living in South Asia. regjonal rural banks, 14,000 cooperativéinancial liberalization measures then
However, the overall percentage of th§ank branches, 98,000 primarymade it possible for NABARD to
poor and vulnerable people with accesggricultural credit societies (PACs), andransform what was then a small
to financial services remains small,154 000 postal outlets that are requiref€Search project into a full blown
amounting to less than 20 % of pookg focus on deposit mobilization andMicrofinance program for the whole
households in India. The World Bankmgney transfers. India's deep financiafountry.

estimates that more than 87% of India’gystem is attributable to its vast This program was better known as
poor cannot access credit from a formahetwork of financial the 'SHG Bank Linkage' model which has
source and therefore they are not . o001 national policy that ha$ome to be one of the most well known
borrowing at all or have to depend o, 5 significant impact on the evolutior@d Widespread microfinance models in
money-lenders who charge themye ;o jyanking and financial systemindia. Since many consider the SHG
interest rates ranging from 48% to 120‘??3 the Integrated Rural DevelopmenBank Linkage model of microfinance to
per annum and sometimes much highep, .y RDP) introduced in 1978 and?@ One of the major successes of
This demonstrates that there argoqjoneq 1o pe 'a direct instrument fofnicrofinance delivery in the country it
potential clients for microfinance in .- ying India's rural poverty.' ThisWill provide the most important direct
India, depending on the level of , . "is interesting to this studycontrast to the delivery of microfinance

demand for financial services, frombecause it was a large program whosgervices by individual MFls.

thOS‘? poor Sl access tq It Themain thrust was to alleviate poverty The Indian Microfinance Experience
provision of such services, if done

. through the provision of loans and it- Accomplishments and Challenges
CetEEl, Eol) e & SlgmflcantWas considered a failure. It therefore i
impact on the poor. This fact alone i~ = " = = S hat ha Home to the largest population of
HEY EIBTIEENIAE) ETE) (& (RSl Gy ailed in the astpand how this affect%oor o the.world, Ind|a.has peen. .
to occupy oneself with the careful b e Gt sna}turallcandldate for experimenting with
the provision of microfinance through microfinance as a tool for poverty

guestioning of how microfinance can rivate Medns tdllay. The*RDP wa o i . :
be\ provided to as many of the p00|p Y. Rlleviation. With a nationalized formal

with a demand for it as possible. reputed as one of the largest povertyanking sector that has emphasized

Year of Micro-credit Conference: the number of loans advanced since it§everal decades now, India's

Microfinance can be the biggestinception having reached approximatelynyolvement with small credit targeted
instrumentin the fight against poverty,4 milion. primarily at the rural poor is hardly new.

E?;Sk g?g&pvgeecPé%%gg'};;giggfgd The last major event which impactedHowever, recent years have generated
16/2006 ’ ' 2{he financial and banking system inunprecedented interest in microcredit
' India was the liberalization of India'sand microfinance in the form of group-
India still ranks among the poorestinancial system in the 1990slendingwithout collateral; thanks in part
countries in the World. Historically, characterized by a series of structurab the remarkable success of institutions
credit to the poor in India was viewedadjustments and financial policylike the Grameen Bank in neighboring
as a government program that requiregeforms initiated by the Reserve BankBangladesh and BRI, BancoSol and
large amounts of subsidy. This has |ndia (RBI). The result was a partialothers in more distant lands. The
changed somewhat in that the trend hageregulation of interest rates, increaseplerformance of organizations like
been a move towards more commerciglompetition in the banking sector, andSEWA in Western India and SHARE
forms of financing. This trend has beeme\ microfinance approaches of whichand BASIX in Southern India have
the product of a long evolution of thethe most notable was a movement teonvinced many a skeptic that
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microfinance can indeed make ahe growth of the microfinance moneylenders at exorbitant interest
difference in India as well. Over the pastmovement in India in the latter half of rates. Many innovative institutional
decade, NABARD's "SHG-Bank the Nineties. Now the SHG-bank linkagemechanisms have been developed
Linkage Program" aimed at connectingprogramme is one of the largesiacross the world to enhance credit to
self-help groups of poor people withmicrofinance programmes in the worldpoor even in the absence of formal
banks, has, in fact, created the largestith 16 lakh SHGs covering nearly 242mortgage.
microfinance network in the world. The lakh poor families till March 31, 2005. \jicro-finance and Poverty Alleviation
self-help group approach has wormpart from this, there are almost 800
enthusiastic supporters amongnicrofinance institutions delivering
influential policymakers like the Andhra microfinance services to over 1.5 million
Pradesh CM, Chandrababu Naidu. Eveacross India. . . : .

over time. Financial services could

the central government has recognized | |ndia, MFIs are predominantly enable the poor to leverage their
the advantages of group lending aniyGos in the legal form of Society / Trustinitiative, accelerating the process of
has adopted the approach in its battigg0os) and remaining 10% are inpyilding incomes, assets and economic
against poverty. company structure either Section 2%ecurity. A, SRR
Microcredit, in the sense of smallcompanies or NBFC or Cooperativesfinance institutions seldom lend down-
loans to the poor, is of ancient origins5% of MFIs follow SHG model of marketto serve the needs of low-income
in India. Traders and moneylenderdMicrofinance, 20 % Grameen bankfzmilies and women-headed
have traditionally provided credit to themethodology and remaining 10 %noyseholds. They are very often denied
rural poor, usually at exorbitant rates obperates on Individual lending access to credit for any purpose, making
interest leading to considerablemethodology. the discussion of the level of interest

hardship and impoverishment of | |ndia, microfinance has enabledrate and other terms of finance
borrowers, including undesirable andhe poor to have a greater access farelevant. Therefore the fundamental
illegal practices like bonded labor. Whatinancial services, particularly credit. It problem is not so much of unaffordable
we refer to as microfinance today doefias  achieved several sociaterms of loan as the lack of access to
not include such exploitative practicesgeyelopment objectives like gendercredit itself.
but rather lending to the poor atsensitization, empowerment and The Jack of access to credit for the
reasonable but sustainable rates.  poverty alleviation by diversifying their poor is attributable to practical
Within India the microfinance livelihoods and especially contributedgitficulties arising from the discrepancy
movements in Western and Southerfargely towards raising their incomes. Ithetween the mode of operation
India have received most attention, botihas also allowed the poor to accumulatgyiowed by financial institutions and
in the media as well as in academi@ssets and has contributed towardg e economic characteristics and
research . The poster boys among thieir security. Further, microfinance haginancing needs of low-income
Indian microfinance NGOs - SHARE, also had a very significant social impacthoyseholds. For example, commercial
BASIX, SEWA, MYRADA and In areas with sound microfinancejending institutions require that
PRADAN, for instance - have programmes, the quality of life of thepgrrowers have a stable source of
deservingly received attention frompoor has improved significantly. income out of which principal and

academicians, media-personsas wellas | recent tines many banks andnterest can be paid back according to
the government. Andhra Pradesh, ifinancial institution are viewing this asthe agreed terms. However, the income
particular, has witnessed a remarkablg profitable business and aggressivelgf many self employed households is
growth in microfinance activities and its|ending to these institutions. Manynot stable, regardless of its size. A large
success stories have been widelyentyre capitalists are also startediumber of small loans are needed to
reported as well. operating and exploring possibilities ofserve the poor, but lenders prefer
India is perhaps the largestinvesting in to equity of MFIs. This dealing with large loans in small
emerging market for microfinance. Overencouraged many MFIs to convernumbers to minimize administration
the past decade, the microfinanceéhemselves to suitable legal formcosts. They also look for collateral with
sector has been growing in India at #NBFC). a clear title - which many low-income
fairly steady pace. The self-help group  pore than subsidies poor neediouseholds do not have. In addition
(SHG)-bank linkage programme of thegccess to credit. Absence of formaPankers tend to consider low income
National Bank for Agriculture and Rural employment make them non “bankablehouseholds a bad risk imposing
Development (NABARD) accelerated This forces them to borrow from local€Xceedingly high information

Most poor people manage to
mobilize resources to develop their
enterprises and their dwellings slowly
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monitoring costs on operation. further expanded using the principlesinstitutions can either provide savings
Over the last ten years, howeverStandards and modalities that havservices directly through deposit taking
successful experiences in providing’roven to be effective. or make arrangements with other

finance to small entrepreneur and To be successful, financialfinancialinstitutions to provide savings
producers demonstrate that poomtermediaries that provide services anéfcilities to tap small savings in a flexible
people, when given access tayenerate domestic resources must hayganner

responsive and timely financial serviceghe capacity to meet high performance Convenience of location, positive
at market rates, repay their loans andtandards. They must achieve excellemeal rate of return, liquidity, and security
use the proceeds to increase themepayments and provide access tof savings are essential ingredients of
income and assets. This is notlients. And they must build toward successful savings mobilization.
surprising since the only realisticoperating and financial self-sufficiency  once microfinance institutions are
alternative for them is to borrow fromand expanding client reach. In order tngaged in deposit taking in order to
informal market at an interest muchdo so, microfinance institutions needyopilize household savings, they
higher than market rates. Communityto find ways to cut down on their hecome financial intermediaries.
banks, NGOs and grass root savingadministrative costs and also toconsequently, prudential financial
and credit groups around the world havéroaden their resource base. Coskgulations become necessary to ensure
shown that these micro enterprise loaneductions can be achieved througihe solvency and financial soundness
can be profitable for borrowers and forsimplified and decentralized loanpf the institution and to protect the
the lenders, making microfinance oneapplication, approval and collectiongepositors. However, excessive
of the most effective poverty reducingprocesses, for instance, through grougsgulations that do not consider the

strategies. loans which give borrowers patyre of microfinance institution and
To the extent that microfinanceresponsibilities for much of the loanthejr operation can hamper their
institutions become financially viable, @Pplication process, allow the loanyjapility. In view of small loan size,
self sustaining, and integral to theofficers to handle many more clientsmicrofinance institutions should be
communities in which they operate, theyand hence reduce costs. subjected to a minimum capital
have the potential to attract more Microfinance institutions can requirement which is lower than that
resources and expand services tbroaden their resource base bypplicable to commercial banks. On the
clients. Despite the success ofnobilizing savings, accessing capitabther hand, a more stringent capital
microfinance institutions, only aboutmarkets, loan funds and effectiveadequacy rate (the ratio between capital
2% of world's roughly 500 million small institutional development support. Aand risk assets) should be maintained
entrepreneurs are estimated to havegical way to tap capital market isbecause microfinance institutions
access to financial services .Althougtsecuritization through a corporationprovide uncollateralized loans.
there is demand for credit by poor andhat purchases loans made by micro Governments should provide an
women at market interest rates, thenterprise institutions with the fundsenabling legal and regulatory framework
volume of financial transaction of raised through the bonds issuance owhich encourages the development of
microfinance institution must reach athe capital market. Savings facilitiesa range of institutions and allows them
certain level before their financial make large scale lending operationso operate as recognized financial
operation becomes self sustaining. Ipossible. On the other hand, studiemtermediaries subject to simple
other words, although microfinancealso show that the poor operating irsupervisory and reporting requirements
offers a promising institutional structurethe informal sector do save, althoughp this context, following strategic,
to provide access to credit to the poomot in financial assets, and hence valugstitutional and connectivity issues
the scale problem needs to be resolveatcess to client-friendly savings servicge|ated to micro-finance arise.
SO that'it can reach the vast majority oft Igast as m.u_ch access to Crec“%trategic SIS
potential customers who demandSavings mobilization also makes
access to credit at market rates. Thiinancial institutions accountable to®
guestion then is how micro enterprisdocal shareholders. Therefore, adequate
lending geared to providing short termsavings facilities both serve the® Are there clearly visible pattern
capital to small businesses in thelemand for financial services by the across the country?
informal sector can be sustained as aoustomers and fulfill an important @ Isthere a clearly defined foundation
integral part of the financial sector andequirement of financial sustainability  building blocks such as organizing
how their financial services can beto the Ienders. Microfinance  principles, gender preferences and

Is there a prevailing paradigm for
micro-finance?
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operational imperatives? mainstream banks began providindaunched in full vigor in 1996, has been
® What are methodological issues? creditand savings facilities to SHGs tha major effort to connect thousands of
built credible financial discipline. The such SHGs across the country with the
o cprogram was called SHG - Bank linkagdformal banking system. By late 2002, it
® Isthere aneed foranew institutionrogram. There were for profit MFIs, connected about half a million SHGs to
® Should it operate all India or in amutual benefit MFIs and not for profit the banking system with total loan

state? MFIs that participated actively in disbursement of about Rs. 1026 crores.
® Where should it be located? spreading microfinance initiativesEfforts of other organizations
across India. By 2004, there were aroundupplement that of NABARD. By
1,000 MFls in the country. Realizing March 2001, SIDBI, for instance, had
underlying potential of microfinance, disbursed over Rs 30 crore to SHGs
several commercial banks entered intthrough 142 MFI-NGOs.
partnership with MFIs. Both banks and  The emphasis on linking the self-

Institutional Issues

® Who can lead an institution of this
sort?

® What will its contextual
interconnections be?

® Who will be its beneficiaries? MFIs stood to benefit from this ne|p groups of rural poor to the formal
Connectivity Issues association as banks could reach thganking system was made in the mid-
e How should the Corporate Financial"€ror part of the country and MFISgos in the Asia and Pacific Regional

Sector be involved? could access more funds. Agricultural Credit Association and the

e Whatis the role of donor agencies? T_he report discusses_ some of _thSHG-Bank I__inkage emerged as a_re_sult
leading microfinance providers in India:of that. RBI included the program in its
National Bank for Agriculture & Rural "priority sector lending" and in 1999,
Development, Small Industriesthe Government of India recognized in
® Are there political issues thatpevelopment Bank of India, Rashtriyaits Budget.
should be explicitly considered?  Mahila Kosh, and Friends of Women's.  tpe |ndian state put stress on

Cross Banking Study of Microfinance: With the huge potential and low providing financial services to the poor
ICICI Bank Ltd. & Hdfc Bank NPAs, several private and foreignand  underprivileged  since
Indian banking system, which isPanks, unveiled their plans to enter théhdependence. The commercial banks
among the largest banking networks igndian microfinance sector. Thewere nationalized in 1969 and were
the world, did not reach most of the rurafovernment and the RBI announce@irected to lend 40% of their loan able
poor in India. About 70% of the Indian S€Veral measures to boost microfinancgnds, at a concessional rate, to the
population from rural areas accounte@Ctivities in the country. RBI allowed priority sector. The priority sector
for only 30% of bank deposits. Theth® NGOs involved in microfinance included agriculture and other rural
banks did not meet the creditdctivitiestoraise External Commercialyctivities and the weaker strata of
requirements of the poor and they wer8°TOWINgs upto US$ S million ayear. society in general. The aim was to
forced to fall back on moneylenders for  Still there are several poor, who wererovide resources to help the poor to
credit. Though the banks werenotunder the purview of microfinance,attain self sufficiency. They had neither
nationalized, they perceived rural credithe number of SHGs and microfinanceesources  nor  employment
to be a high risk and high costprograms did not have any majorimpacbpportunities to be financially
proposition. The central bank in India,on poverty alleviation in the country.independent, let alone meet the minimal
RBI, on its part, tried to cater to theOnly in some of the well-developedconsumption needs. To supplement
needs of the rural poor by establishingtates in the country, SHGs andhese efforts, the credit scheme
regional rural banks and cooperativenicrofinance gained popularity. Lot of Integrated Rural Development
banks, but did not meet with successgroundwork was required to spreadrogramme (IRDP) was launched in
In the early 1990s, to provide credit andnicrofinance activities in North and 1980. But these supply side programs
savings services to the poorNorth Eastregions of the country.  (ignoring the demand side of the
microfinance was envisaged. The formal banking sector haseconomy) aided by corruption and
These efforts led to formation of Selfplayed an important role in microfinanceleakages, achieved little. Further, ‘The
Help Groups (SHGs), where poor fromin India. Much of the microfinance share of the formal financial sector in
homogenous background formed intanitiative in India has involved Self-Help total rural credit was 56.6%, compared
groups of around 20 each and poole€sroups (SHGs), predominantly of pootto informal finance at 39.6% and
money that was lent to the needy in th&vomen. NABARD's Bank Linkage unspecified sources at 3.8%. [RBI 1992].
group. By the mid 1990s, severalProgram, pilot-tested in 1991-92 andNot only had formal credit flow been

® How should communities be
involved?
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less but also uneven. The collateral andonsisting of poor members withexistence, political pressure and focus
paperwork based system shied awalglentical socioeconomic backgroundsn outreach at the expense of prudent
from the poor. The vacuum continuedare usually more sensitive to the creditending practices led to very high
to be filled by the village moneylenderneeds of the poor. Though loandefault rates with accumulated losses
who charged interest rates of 2 to 30%epayment is a joint liability of the group exceeding Rs. 3,000 crores in 1999. The
per month. 70% of landless/marginabut, in reality, individual liability is reforms in the mid-90's, following the
farmers did not have a bank accounstressed upon. Maintaining grouprecommendations of the Narsimhan
and 87% had no access to credit from geputation leads to the application ofCommittee Report, removed some of the
formal source. tremendous peer pressure. constraints on the functioning of RRBs,

It was in this cheerless background In India and other Asian countries€@sing their interest ceiling and allowing
that the Microfinance Revolution the majority of SHGs consist of womenthem to invest in the money market. The
occurred Worldwide. In India it beganbecause, in these countries, Selfinancial situation of the RRBs has
in the 1980s with the formation of Employment through Microfinance wasimproved since then with declining
pockets of informal Self Help Groupsperceived as a powerful tool forlosses and over 80% of the RRBs are
(SHG) engaging in micro activities emancipation of women. It has beerdow profitable. However, much of this
financed by Microfinance. But India's observed that gender equality is durnaround has resulted from a shift to
first Microfinance Institution 'Shri necessary condition for economicnvestment in government bonds (that
Mahila SEWA Sahkari Bank was set updevelopment. The World Bank reports'ave gained with falling interest rates)
as an urban co-operative bank, by théhat societies that discriminate on thénd loans to the non-poor in rural areas.
Self Employed Women's Associationbasis of gender are in greater poverty, The focus on financial
(SEWA). have slower economic growth, weakesustainability has cost outreach dearly.

MFIs, Self Help Groups, Income 9overnance, and lower living standardsRecent years have witnessed - perhaps

Generation and Women Empowermentndicators of empowerment through ~ Predictably - a sharp decline in the share
Under the microfinance programme,m'crOf'”ance of rural and small loans in the portfolio

loans are extended to the 'Self Hel@ Ability to save and access loans <1l 2 IEALE, T2 (EZErEne elsmanien
Groups (SHG) who pool a part of theite ] . - of bank branches has also undergone a
. . - '® Opportunity to undertake ancopsjderable shift away from the rural
income into a common fund fromwhich  economic activity Alas

they can borrow. The members of they — . i 4 o _
group decide on the minimum amount rl\l/leztr)g;tilovovﬁgortunlty to VISit - microfinance in HDFC Bank Ltd:

of deposit which ranges from Rs 20 to ' HDFC Bank Ltd. Is one of the most
Rs 100 per month depending upon th® Awareness- local issues, MFlgq iq s |enders in the sphere of

size of the group. The group funds are Procedures, banking transactions \sirofinance. It forayed into this sector

deposited with a Micro Finance ® Skills forincome generation since the year 2003-2004. Its business
Institution (MFI) against which they @ Decision making within the in microfinance has grown more than 4
usually lend (The deposits are usually household to 5 folds in the last 3 to 4 years. Its

E:(é(iatdd;vngss rzigko:)i&hgultw;g ?attig Group mobilization in support of pusipess i§ in proportion .Of 75:25.0It
. bos ) individual clients- action on social IMPlies 75% through MFI's and 25%
improves with account performance I through BC's and SP's. Itis consistently

record i.e. prompt repayment of loans. ) . partnering with all the MFI's and
The group funds is the way 'micro® Role in community developmentBusiness Correspondents.

savings' are enforced ,though it may activities HDEC Bank Ltd. has its
seem like a collateral .The loan ticket In spite of such an impreSSiveMicrofinance Jvielen i fhe corporate
sizes are usually Rs 2000/- to Rs 15,00@overage, the formal banking sector haﬁanking Its been headed by Mr. N.S

The MFIs stress on asset Creatioﬁad a limited impact on microfinance orkishore Kumar, country head,
by the SHGs and extend loans fotending to the poor. The RRBs were sef ;o000
production and provides training for theup in the mid-70's with a clear mandate

same. If any member needs credifor lending to the poor as it was felt thatlt has two models of lending:

beyond the stipulated limits they arethe cooperative banks were being. Wholesale lending, in which it

allowed to draw from group funds anddominated by the rural wealthy an that ~provides term loans, working capital
the amount is settled in the periodi¢he commercial banks had an urban bias. to MFI's, who are its target clients.
(monthly) group meetings. SHGsFor the first two decades of their It has also started supporting the
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upcoming MFI's, provided they ® Door step banking (disbursement ofanctioned DM 55 million to HDFC for

fulfill the entry criterions, like loans and collection of installments)low cost housing projects in India.
promoters baground. Share capital to all the SHGs using ServiceHDFCs' approach to low-income
etc. Providers (SP) as our Businessending has been extremely professional
2. Direct lending, started in September ~ Correspondents. and developmental in nature. Negating
20086, is lending to self help groupsMajor Sectors: the concept of dependence, HDFCs'low

through business correspondents \with special reference to Uttar 05t NOUSINg schemes are marked by

and service providers. It works pradesh, HDFC bank Itd targets placed'€ SMPhasis on peoples participation

according to RBI circular on BC |ike Varanasi, Allahabad, Mirzapur,a?]d u_sat?]e gf sef_lf_—h(_alp ap;ir_(l))ai:h
model, May 2006. Maadbhd. and LNckEow. wherein the beneficiaries contribute

both in terms of cash and labour for
Etforts taken by HDFC bank to enter - purpose Of Loan: construction of their houses. HDFC
the rural market: :

It provides loan for any income also ensures that the newly constructed
® Bank was not very keen on ruralgeneration activity specially. Howeverhouses are within the affordability of
market in 2002.But it started ruraljt also grants loans for agriculture andhe beneficiaries, and thus promotes the

lending since 2004. allied activities , and small loans aswellusage of innovative low cost
® Itidentified good locations where it Repayment Mode: technologies and locally available

can enter, In retail lending, its on a monthly materials for construction of the
® Got the license to open ruralpasis, and in wholesale lending, its on 8°US€S-

branches quarterly basis. For the purpose of actual
e Wherever the bank cannot go, it\ode of Disbursement: implementation of the low cost housing

found good NGO's and Co- projects, HDFC collaborates with

It is done either through NGO or

:)pzrgg;e -SOCIetIeZ Zn - b|6hzl-f el 10 l\_/lqstly group approach is there, o Governmental. Such organizations
* & starte_: i rect len "9 no individual approach. act as co-ordination agencies for the
through appointing service Inati genci

providers. ( BC's act on behalf ofPemographics Of Clent: projects involving a collective of
bank, where bank cannot reach.) People below poverty line areindividuals belonging to the
e Keeping this in mind, HDFC Bank targeted, age ranging between 30 tq 4509nomically Wef_alker .Sections. The
Ltd. Started its SHG bank Iinkageyears’ and mostly women are beingrojects could be eltherln urban or rurgl
program in September 2006. focused. areas. The security for the loan is

ftore: enerally the mortgage of the propert
At present HDFC bank Itd. Is COMPetitors: g y gad property

working with more than 200 BC's in  Wholesale lending: ABN AMRO, ibselrrg; flljr;:?lce(;lr.];F:ﬁ;rc;ndst[)uctiﬁr;V\(/:c())r_k
different parts of the country and more CICI Bank, FWWB.etc coordgiJnatiny agencies and aDFC The
than 75% BC's are based in south India, Retalil |ending: major pub“c sector g4ag )

Tamil Nadu, Andhra Pradesh and Orissg ks :joeapnesn (;:z;;n EEanC tz;l]ree (Sj ;Zggrssegf

organizations, both, Governmental and

(east). _ . . Credit Mechanisms Adopted byconstruction. To date, HDFC has

Challenges of Financial Inclusion HDFC (India) for Funding the Low experienced 100% recovery for the

o |lliteracy Income Group Beneficiaries loans disbursed to various projects.

® Remote Locations HDFC has been making continuousMicrofinance in ICICI Bank Ltd:

® Cost of servicing small sized and sustained efforts to reach the lower Banking at the Bottom of the
transactions income groups of society, especially thebyramid

® Telecommunication economically weaker sections, thuﬁ

enabling them to realise their dreams ofc (G EEnE A G

e possessing a house of their own. [CICI Bank is one bank that has
Micro Finance & SelfHelp Groups  Lpecg response to the need for bettéf€veloped a very clear strategy to

® Reach remote unbanked areas/noRousing and living environment for theexpand the provision of financial
branch locations through SHGpoor, both, in the urban and rural sector@roducts and services to the poor in

® Reach of Technology

Lending Programme materialized in its collaboration with India as a profitable activity.
® SHG Clients being serviced with Kreditanstalt fur Wiederaufbau (KfW), @ Haruhiko Kuroda, President, Asian
Loan & Savings Products a German Development bank. KfW  Development Bank.
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® India's 2nd largest bank; assets opartnering with both microfinance Major Sectors:
US$ 62 bn institutions a_n(_j bu_sines_s enterprises |n Uttar Pradesh, it mainly targets
e Rated higher than sovereign bythat are providing financial and otherareas like Varanasi, Allahabad, and
Moody's services to rural communities. Byagra,
® Over 12 million retail customers (+3 comb_mmg an exp_I|C|t SOC'aI(furpose Of Loan:
million) commitment, a focus on innovation, an . - )
_an insistence on profitable business It Provides loan for any income
® Technology leader among '”d'a”practices, ICICl is well positioned forageneratmn activity spemally. However
banks leadership role in India's financialit glso gr.amys loans for agriculture and

financial services

® Use of Technology and Multiple
Channels

DIFFERENT ASPECTS OF ICICI Bank's MICROFINANCE:

® Establishing international footprint

ICICI Bank, India's second largest|
banking institution, has discovered &
large under-served market of potential
customers-the 700 million mostly poor|
inhabitants of rural India. Furthermore,
ICICI considers business strategies fo
accessing this market as critical to the
future of the company. The bank alsc
sees its efforts to develop viablg
commercial models and distribution
systems as having an important socig
mission-that of enabling the poorest o
the poor to become active and informed
participants in socio-economic
processes. In a relatively short period,

=

1”4

Reaching the unbanked

HNIs Large Organizations

/ Tiny and
/ cottage
y enterprises

/ Economicall y inactive/ Micro -enter prise \

destitute

f" ICICT Bank

the company has established a
significant presence in rural India as a
direct provider of financial services,
helping to organize village self-help

GRAPHICALREPRESENTATIONOF MARKET RESEARCH

COMPARISON BETWEEN BANKS
& CONSUMER AWARENESS OF MICROFINANCE

groups to whose members ICICIBANKS SURVEY ANALYSIS:
provides micro-loans. To extend its1. MAXIMUM AMOUNT

reach, the company has also establishe

indirect distribution channels,
becoming a lender to, and sometime:

MAXIMUM AMOUNT

an investor in, some of the largest 60,000
microfinance organizations in India and
partnering with several ventures to offer S0
financial services over their rapidly- 40,000 g (CICl
growing networks of Internet kiosks. =
30,000 mHDFC
By developing profitable = 2
approaches to serving poor rural < 20,000 =
communities, ICICI is expanding its 10,000
potential market and developing what
it sees as its engine of growth for the b
future. But to do it successfully, it is (el A2IHE
also catalyzing self-help groups that BANK
create powerful social advantages ant
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Repayment Mode:

It depends upon MFI, example
Cashppor and Sonata, its weekly, fo
term loan, its monthly.

Mode of Disbursement:

No direct lending exists. It is done
either through NGO or MFI. Mostly
group approach is there, no individua
approach.

Demographics of Clent:

People below poverty line are
targeted, age ranging between 30 to 4
years, and should be less than 60 yea
of age, and mostly women are being
focused. Rest specifications depend
upon MFI.

Competitors:

No Competition, it has its own share,
and everyone can increase theirs.
Analysis:

The figure clearly depicts that as far
as maximum amount of disbursement i
concerned, both the banks are havin

the same figure, i.e. Rs. 50,000 pe
member.

They disburse not more than 50,00(
to a single client.

2. Minimum Amount
Analysis:

As regards the minimum amount,
ICICI bank can give a very low amount;
it ranges from 0 to 100. But HDFC bank
has fixed a nominal amount, Rs 500
its minimum amount.

3. Penalty
Analysis:

ICICI bank charges a penalty of 8%

above its CURRENT BPLR,

Which is quite high, whereas, HDF
bank charges only 2% above its BPL
as a penalty for delay in repayment.
4. Rate of Interest
Analysis :

If we look into the graph, ICICI bank

charges a high rate when compared
HDFC bank in micro credit area,

PENALTY FOR DELAY IN REPAYMENT

PERCENTAGE + BPLR
O L NMWMA U O ®O

e

ICICI HDFC
BANK
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It charges 13.5%, whereas HDFC bank
charges 12% only.

Consumer Survey Analysis:

1. Awareness:

Analysis :

Out of 50 people surveyed, 74%
people were aware of the microfinance
facility, they knew a brief about this
aspect of financing, but were not very
clear about it.

Only 26% people were ignorant

about this facility.

Thus, we see that awareness level NEED OF FACILITY
is quite high.
2. Need Level:
Analysis: ’
The need of funds was very high among NO. 4
the masses. People wanted funds for =
various reasons. Only 4% people said mYES
that they don't need funds, rest all were mNO
in need.

YES, 48

3. Preffered Bank:
Analysis:

People who were aware of
microfinance, when asked that whether
they would like to tie up with ICICI or
HDFC bank, most people preferred ICICI
bank. However, 48% voted for HDFC
bank as well.

4. Purpose:
Analysis:

Those who had need of
microfinance facility, needed funds
mostly for unproductive purposes. Only

30% needed funds for some productive,

income generating activities. PURPOSE
5. Repayment Mode: .
Analysis: % UNPRODUCTIVE
People who wished to take this |, ’:
facility, preferred quarterly payment a
o PRODUCTIVE
over weekly or monthly payments. w 20
28 % people wanted quarterly s 15
repayment facility and only 55 wanted czi 10
weekly mode. 5
Findings 0
1. Microfinance institutions should REASON
achieve strong outreach along all
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|a |Making microfinance services available to the poorest, particularly poorest women.

Making information technology available to the poorest so that they can find answers to their own
problems, they can design their own lives based on all the available opportunities in the world, their
children can become world citizens, rather than live in isolation and ignorance through of the lack of
information.

three basic dimensions: dept
(reaching the very poor), exten
(significant scale), and service quality;
2. People were mostly aware of
microfinance, but 100% awareness
among masses id still due.
3. People have sufficient high level of
need for funds, but their proper|
allocation is needed
4. People mostly prefer public secto
banks; however they were aware 0
private sector providing this facility.
5. People wanted to repay the loan i
quarterly installments.
6. They were all in need of mone
mostly for unproductive purposes.
7. The banks aimed towards fulfilling  protection of poor people's savingsachieve the 2015 goals. Two actions will
the twin objective of social service  Increased legitimacy. remain very vital:
plus profitability. 7. Open markets to more poor and The aim of micro-finance is to
8. There is still a huge scope of the remote clients. develop habits and financial vision
microfinance sector in India. 8. Secure and convenient deposiamong the rural poor, such that they
Suggestions services with flexible terms andare able to save, seek credit and know
Microfinance should be used as a Variety of loan products, Insurance,Several finance related aspects and thus
tool for reducing poverty firstand then ~ Transfer payments, RemittanceMprove el Gngreel pesiiem 2
as a profit earning proposition. services. living standards. The focus of micro-

; finance is to facilitate the shift from
- . Create an environment that
1 ghe rate of '.”telre_l?'tt] charged must(@ ¢induced development from the above
e very nominal. The governmen

SNCOUTROES TSI O to initiated development from below.
should try to fix some uniform rate. institutions and financial productsBanks are already doing their bit

2. Microfinance credit should be % Selye e AL _towards this end but a lot is yet to be
targeted to poor people who arel0- Combine expertise and fundingysne ~ The vast potential and
also talented entrepreneurs. instruments to promote a wide rang&,nnortunities of Micro-finance in India

3. A sustained development of this Of financial services for the poor.  4re yet to be fully tapped.
sector should be made by widefll. Appropriate loan products forBibliography
penetration and more specialized different segments. A
services. 12. Demonstrate that banking with the Microfinanceindia.or

4. Institutions with large existing ~ Poor is viable i, HIero o

. . www.microfinanceinsights.com
infrastructures could scale upConclusion

f ial - for th like: www. Google.com
Inancial services for the poor, lik€:  \wjthout microfinance, the financial www. icmr.com

QUARTERLY

MONTHLY

WEEKLY

State-owned banks sector remains half-done, because mokgoks & magazines

Credit union networks than half the population of the worldy) Resource directory, Microfinance India
Financial cooperatives remains ineligible to access to theo) Business Today

Retail chains. services of the financial institutions.

c) An era of innovation
6. More access to capital, Better We must get into serious actions ta) SDC in India
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Accounting Issues

(@) short-term employee benefits, such
IAS 24 as wages, salaries and social
) ; o :

. security contributions, paid annual

Related Party Disclosures & s sk exe poi
y sharing and bonuses (if payable

within twelve months of the end of

- A Closer LOOk the period) and non-monetary
benefits (such as medical care,
housing, cars and free or subsidised

K.S.Muthupandian* goods or services) for current
employees

(IAS) 24, Related Party Disclosures financial position and profit or loss may(b) post-employment benefits such as

prescribes the disclosures of relatetiave been affected by the existence of pensions, other retirement benefits,
party transactions. In March 1983, theelated parties and by transactions and post-employment life insurance and
International Accounting Standardsoutstanding balances with such parties. post-employment medical care
Committee (IASC) issued the Exposurenppjication (c) other long-term employee benefits,
Draft E25, Disclosure of Related PartyIAS 24 shall be applied in: including long service leave or
Transactions. In July 1984, the IASC™ ™ "~ ™ . : sabbatical leave, jubilee or other long
issued IAS 24, Related Party Disclosured® identifying related party relation- oo ica penefits, long-term disability
effective from January 1, 1986. In 1994, ships and transactions benefits and, if they are not payable
the IASC reformatted IAS 24. In April ® identifying outstanding balances  wholly within twelve months after
2001, the International Accounting between an entity and its related the end of the period, profit-sharing,
Standards Board (lASB) reS(')lveq that parties bonuses and deferred compen-
all Standards and Interpretation issue@ jdentifying circumstances in which  sation
under previous Constitutions confunued disclosure of the relevant items is(d) termination benefits
to be applicable unless and until they  required

(e) share-based payment

tiEie e gl OF Wi On. determining the disclosures to be
December 18, 2003, the IASB issued the g N Key management personnel are
made about those items

revised version of IAS 24. The effective o those persons having authority and
date of IAS 24 (2003) was fixed as Januar-€y Definitions responsibility for planning, directing
1, 2005. In February 2007, the IASB  Close members of the family of anand controlling the activities of the
issued the Exposure Draft of Proposethdividual are family members, who mayentity, directly or indirectly, including
Amendments to IAS 24. On Decembelbe expected to influence, or beany director (whether executive or
11, 2008, the IASB issued the Revisedhfluenced by, that individual in their otherwise) of that entity.

Exposure Draft of Proposed Amend-dealings with the entity, including: Related party - a party is related to
ments to IAS 24. On November 4,2009g_ the individual's domestic partneran entity if:

the IASB issued revised IAS 24, Related  gnd children a. directly or indirectly through one or

Party Disclosures. The effective date o . . ¢ ; ! S
IAS 24 (2009) was fixed as January 1, 201" children of the individual's domest|c_ more intermediaries, the party

I nternational Accounting Standarddraw attention to the possibility that its

T partner i. controls, is controlled by, or is under
Clyzsie _ y _ c. dependants of the individual or the ~ common control with, the entity (this
IAS 24 requires entities to disclose  jndividual's domestic partner includes parents, subsidiaries and

in their financial statements information Compensation includes all _ fellow subsidiaries)

about transactions with r_elated part'es'mployee benefits (as defined in IASH h{:ls an i.nte'r.est in _the entity that
In broad terms, two parties are relate(ig Employee Benefits) including  9ives it significantly influence over

to each other if one party controls, Oremployee benefits to which IERS 2 the entity

_SI_'EQ'g%@ggg\;gﬂgf?Acgs’zTeisoigeéﬁ;:tryéapplies. Employee benefits are all formdi. has joint control over the entity
jective ot | . of consideration paid, payable oriv. the party is an associate of the entity
that an entity's financial statements "~ ; o . .
: : rovided by the entity, or on behalf ofb. the party is a joint venture in which
contain the disclosures necessary t i : =L
e entity, in exchange for services the entity is a venturer (see IAS 31,
*M.Com., FICWA and Member of Tamil rendered to the entity. It also includes Interests in Joint Ventures)
Nadu State Treasuries and Accounts ServicUch consideration paid on behalf of &, the party is a member of the key
presently working as Treasury Officer, Parent of the entity in respect of the  management personnel of the entity
Ramanathapuram District, Tamil Nadu. ~ €ntity. Compensation includes: or its parent 24
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the party is a close member of the
family of an individual referred to in
(a)or(c)

the party is an entity that is
controlled, jointly controlled or
significantly influenced by, or for
which significant voting power in
such entity resides with, directly or
indirectly, any individual referred to
in (c) or (d)
the party is a post-employment
benefit plan for the benefit of
employees of the entity, or of any
entity that is a related party of the
entity

A related party transaction is a

transfer of resources, services or
obligations between related parties,
regardless of whether a price is charged.

Who are Related Parties?

A related party is a person or entity

that is related to the entity that is
preparing its financial statementsyg|ated:

(referred to as the 'reporting entity").

42

°

(@) A person or a close member of
that person's family is related to
a reporting entity if that person: o

(i) has control or joint control
over the reporting entity; °

(i) has significant influence over
the reporting entity; or

(iif) is a member of the key
management personnel of the
reporting entity or of a parent of
the reporting entity.

(b) An entity is related to a
reporting entity if any of the
following conditions applies:

(i) The entity and the reporting
entity are members of the same
group (which means that each
parent, subsidiary and fellow
subsidiary is related to the
others).

(i) One entity is an associate or

O (iv) One entity is a joint venture Specific disclosure requirements
of a third entity and the other include:

entity is an associate of the third,
entity.

(v) The entity is a post-
employment defined benefit plan
for the benefit of employees of
either the reporting entity or an
entity related to the reporting
entity. If the reporting entity is
itself such a plan, the
sponsoring employers are also
related to the reporting entity.
(vi) The entity is controlled or
jointly controlled by a person
identified in (a).

(vii) A person identified in (a)(i)
has significant influence over
the entity or is a member of the
key management personnel of
the entity (or of a parent of the
entity).

The following are deemed not to be

two entities simply because they
have a director or key manager in
common

two venturers who share jointg
control over a joint venture
providers of finance, trade unions,
public utilities, and departments and
agencies of a government that does
not control, jointly control or
significantly influence the reporting
entity, simply by virtue of their
normal dealings with an entity (even
though they may affect the freedom
of action of an entity or participate
in its decision-making process)

a single customer, supplier,_
franchiser, distributor, or general
agent with whom an entity transacts™
a significant volume of business
merely by virtue of the resulting
economic dependence

Prescribed Disclosures

Disclosure of related party

joint venture of the other entity yansactions and outstanding balances
(or an associate or joint Venturéip, the separate financial statements of a
of a member of a group of which harent  venturer or investor shall be

the other entity is a member).

presented in accordance with IAS 277
(iif) Both entities are joint Consolidated and Separate Financial

ventures of the same third party Statements.

Parent / Subsidiary relationships:
Relationships between parents and
subsidiaries shall be disclosed
regardless of transactions between
those related parties. The entity
shall disclose the name of the parent
entity, and if different the ultimate
controlling party. If neither the
entity's parent nor the ultimate
controlling party produces financial
statements available for public use,
the name of the next most senior
parent shall be disclosed.

O Management Compensation: An

entity shall disclose key
management personnel's
compensation as defined in total
and for each of the following
categories:

— short-term employee benefits
— post-employment benefits

— other long-term benefits

— termination benefits

— share-based payment benefits

Related party transactions: Where
there have been transactions
between related parties, an entity
shall disclose the nature of the
related party relationship as well as
information about the transactions
and outstanding balances
necessary for an understanding of
the potential effect of the
relationship on the financial
statements. At a minimum,
disclosures shall include:

the amount of the transactions

the amount of outstanding
balances, terms and conditions
(including whether they are
secured), and the nature of the
consideration to be provided in
settlement and details of any
guarantees given or received
provisions for doubtful debts
related to outstanding balances

the expense recognised during the
period in respect of bad or doubtful
debts due from related parties
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transactions were made on termd =
equivalent to those that prevail in arm'@Ptaining
length transactions should be ma
only if such terms can be substantiatecg

Categories: The required disclosure$-ebruary 2007 Exposure Draft and improve readability. The main
shall be made separately for eachof on February 22, 2007, the 1ASB@mendments to the definition are:

the following categories: published for public comment, by May o the inclusion, in the definition of a

the parent 25,2007, an exposure draft of proposed
entities with joint control or amendments to IAS 24 (State-controlled
significant influence over the entity Entities and the Definition of a Related

Party). The proposals are to amend the

subsidiaries _ . : ;

. requirements for entities to disclose in
associates A . : ;
o : , . _their financial statements information
joint ventures in which the entity is 5t related parties. o
a venturer

key management personnel of the,. The Jhain phange proppsed 1S t.o
. . Qliminate the disclosure requirements in
sy @ i parenf[ paragraph 17 of IAS 24 for some entities
other related parties that are controlled or significantly
Aggregation: Items of a similar influenced by a state in relation to
nature may be disclosed intransactions with other entities
aggregate except when separateontrolled or significantly influenced by
disclosure is necessary for arthat state. The IASB has used an
understanding of the effects ofindicator approach to establish when
related party transactions on thean entity can apply the exemption. The
financial statements of the entity changes respond to concerns expressed
A statement that related partyPy interested parties about the
ifficulties that these entities have in
the information required by
ddAS 24. In many cases, the entities?
ffected may not even know that they
re related to others controlled or

Examples of the kinds of Transactions,fj,enced by the state. The IASB
that are disclosed if they are with &,qopnc|uded that for those entities

Related Party

the management accountant, January, 2010

affected the cost of complying with IAS
purchases or sales of goods 24 is likely to outweigh the benefits of
purchases or sales of property anéhe disclosures to users of their financial
other assets statements. The exemption proposed is
rendering or receiving of services !ir_nited to those circumstancgg in which
it is clear that the related entities are not
leases influencing each other.
transfers  of The proposed indicators of:
development circumstances in which the relationship
transfers under licence agreementshould not be exempt include:

research and

related party, of the relationship
between a subsidiary and an
associate of the same entity, in the
individual or separate financial

statements of both the subsidiary
and the associate.

the removal, from the definition of a
related party, of situations in which
two entities are related to each other
because a person has significant
influence over one entity and a
close member of the family of that
person has significant influence
over the other entity. The IASB
concluded that the definition of IAS
24 does not include two associates
of the same entity as related to each
other. Therefore, when the investor
is a person and a close member of
the family of that person, the same
conclusion should apply.

the inclusion, within the definition
of a related party, of two entities
where one is an investee of a
member of key management
personnel (KMP) and the other is
the entity managed by the person
thatis a member of KMP. At present,
investees of KMP are related to the
entity that the KMP managed but
IAS 24 does not include the
reciprocal of this.

Introducing the Exposure Draft, Sir

¢David Tweedie, IASB Chairman, said:
The proposals aim to remove a
significant burden of disclosure from

transfers under finance O
arrangements (including loans and
equity contributions in cash or ing
kind)

provision of guarantees or collateralo

commitments to do something if a
particular event occurs or does notb
occur in the future, including o
executory contracts (recognised
and unrecognised)

settlement of liabilities on behalf of

some entities, particularly in
the presence of common members,risdictions with extensive state
of the board control of, and significant influence
the existence of direction orover, businesses. The IASB believes
compulsion by a state that eliminating requirements that, in

related parties transacting busines§10s€  circumstances, produce
at non-market rates information that is often of little or no

. . value will enable preparers and users of
M et Bl s ol reSOUrCeR hancial statements to focus on the
related parties undertakingsybstance of those related party
economically significant transac-relationships that are likely to affect the
tions. financial statements. We are also taking
The Exposure Draft also proposeghe opportunity to respond to some

the entity or by the entity on behalftg amend and clarify the definition of avalid requests to clarify the definition

of another party

related party to remove inconsistencie8f a related party.”
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December 2008 Revised Exposure related party transaction without furtherfinancial statements but is costly and
Draft exposure (apart from one minor mattetime-consuming to collect.

On December 11, 2008, the IASBraised in the 2008 exposure draft) and The revised standard introduces an
published for public comment, by decided to issue them when it issuegxemption from all of the disclosure
March 13, 2009, an exposure draft ofh® amendments resulting from the 2008equirements of IAS 24 for transactions
proposed amendments to IAS 24Xposure draft. between government-related entities

(Relationships with the State). TheRevised Standard and the government, and all other
revised proposal was published to  on November 4, 2009, the IAsgYovernment-related entities. Those
eliminate the unnecessary disclosurgssyed a revised version of IAS 24 thaflisclosures are replaced with a
requirements that apply to statesimpiifies the disclosure requirementdduirement to disclose:

controlled entities. The February 200%q, government-related entities and@ The name of the government and
proposal was issued to exempt statesarifies the definition of a related party. ~ the nature of their relationship; and
controlled entities from providing The revised standard is effective ford) (i) The nature and amount of any
disclosures about transactions withynnyal periods beginning on or after individually-significant transac-
other state-controlled entities if janyary 1, 2011, with earlier application  tions; and

specified conditions were met.permitted. (i) The extent of any collectively-

Respondents generally agreed thatthe L . | Aqp has revised IAS 24 in  Significant transactions qualitatively

RSB S el e el foHesponse to concerns that the previous and quantitatively.

these entities. However, they hady; | oo requirements and the Thisis asignificant relaxation of the

concerns about the complexity of they g i« - alated party’ were toodisclosure requirements and should be

EUEPEEEls, GEUSEE I [PEMHEUES 1 / Lomplex and difficult to apply in practice, of substantial benefit to government-

Whether sate muence actually existect SPeCially in environments whererelated eniies. The complexity and
y overnment control is pervasive. Thevolume of the disclosures in the

They were also asked for numerous?evised standard addresses thed#ancial statements and the costs of

clarifications. concerns by: record-keeping will be reduced. The new
In the light of respondents’ Providing a partial exemption for disclosures ~will “provide more
concerns, the IASB decided to reVisegovernment—related entities - Until now. Meaningful information about the nature
and simplify its proposed exemption forz™" government controlled or Of an entity's relationship with the
st{:lt_e—controlled B Uil thesignificantly influenced, an entity, the governme_nt and m_aterlal tr_a@acﬂons.
original proposal, the revised exemption, 11"\ 25 required to disclose Providing a revised definition of a
would not require state-controlled; ¢ aiion about all transactions withelated party - The previous definition
entities to assess the extent of statgy, o o yities controlled, or significantlyWas complicated and contained a
influence. It would exempt such entities . ° 4 by the came governmentlumber of inconsistencies. These
from providing full details about o oo irements were onerous ificonsistencies meant, for example, that
transactions with other state-controlled | - . b0 government control ighere were situations in which only one
entities and the state. Instead, (Unlikg,o o qiy/e ' Government-related entitie§@rty to a transaction was required to
the 2007 exposure draft) it would requweg e now defined as entities that arénake related party disclosures. The
general disclosures about the types ang{)ntrolled jointly-controlled or definition has been amended to remove
extent of significant transactions. significant’Iy influenced by the the inconsistencies and to make it
The IASB would particularly like to goyernment. The revised standard stifimpler and easier to apply. The
hear from respondents whether thegquires disclosures that are importar@Mended definition means that some
proposals would give investors andg ysers of financial statements bughtities will have more related parties
analysts the information they needs|iminates requirements to discloseétnd will be required to make additional
without imposing unnecessary burdengformation that is costly to gather anddisclosures. For example, a subsidiary
on preparers of financial statements. of |ess value to users. It achieves thi NOw required to disclose transactions

The 2007 exposure draft alsobalance by requiring disclosure abouith anassociate of its parent. An entity
proposed to amend the definition of @hese transactions only if they arghat is controlled by an individual that
related party to clarify the intendedindividually or collectively significant. IS partof the key management personnel
meaning and remove inconsistencieszor example, a government-controlle®f another entity is now required to
Respondents were largely in agreememgilway was theoretically required todisclose transactions with that second
with the revised definition of a relateddisclose details of the transactions wittParty- The entities that are most likely
party. The IASB intended to finalise thethe postal department. This informatiorffected are those that are part of a
definitions of a related party and of ais not necessarily useful to users of the Contd. on Page 50
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. 141 lationshi f th duct lif le,
Creating Competitive L5 P Ao 90 L
. . advantage of revenue enhancgr_nent
Advantage with Life o Maon 2 g
of the cost is committed at the designing

CyCIe COStI ng phase and there is a cost reduction

opportunity at the manufacturing/

. logistics phase. (Fig 2
Barnali Chaklader* Y p (Fig 2)

1 *% ool e
Rajat Gera btk 3

Introduction cost or profitability. Adamany and s f—— ~
very product has a life cycle thatGonsalves (1994) divide the life cycle ., .:|_7«”' /
starts from development stageNto Séven stages: A /, /
and ends with the declining 1. Analysis: Assessment of the ide¢ 3 ) | o imouned |

g y < ¥ W J

stage. Different products have different and effects of the investment 1 W {

life cycles. Due to technological 2 - startup: Prototyping, dedication of = l..-'r 1\ JU ] e

development and high competition, life  the manufacturing facilities, and - / ™ wetim
1 Vi SN

cycles of products have shortened. practical assessment of the effect |/ L

However, industry may have longer life  of the investment I o e

cycle than the product. For example

automobile industry has a long life cycle ™ roduct or seliies
but a particular model of car may have a P LCC (ref: figure3) enables the

shorter life cycle. A product passe: Growth: Return on investment isgecision makers to analyze and
through different stages. Introduction ~'€ceived as sales revenues understand the comprehensive view of
stage is when the product is introduce8&. Maturity: Profit harvesting

in the market. The products ares, Decline: Sales begin to decrease | Figure 3
introduced at introductory stage. At Alternatively proceed to the next : o
this stage there are many trial and  stage or revitalize the product
impulse purchases in the m_arket. Th . Withdrawal: The Company
market share starts growing at the AN from the macie -
growth stage. There are many repeat. . =
purchases in the growth stage. Atifé cycle costs - producer’s
maturity stage, strong growth in sale®?€'SPective and cost reduction
diminishes and competition may appeafPPOrtunities

with similar products. The primary A company should manage and
objective is to defend market share. Agvaluate life cycle costs, understand afource: Management and Cost Accounting
the decline stage the company (2004), Colin Drury, Chapter on Cost
rejuvenates the product or proceeds t6igure 1A Typ|C3.| Product Lifecycle Management

the withdrawal stage.

Life cycle costing provides a long
term perspective to product or service
cost. It considers the entire life cycle of
the product or service. It provides a
more complete perspective of product

Entry: Market entry of the new

lerioprens ko Vambchorg Ty

i
= By

o e e e e e e e

Figure 1

T |
| T Revenus

_.-' = -| Mrafie
= \I’_’?_,I Coets
3 = |

*Associate Professor, (Finance and 'i;/ . QAR T2 AR

Accounting) Institute of Management and

Technology, Ghaziabad Tima

**Associate Professor, (Marketing) Institute Source: Management and Cost Accounting (2004), Colin Drury, Chapter 22,

of Management and Technology, Ghaziabad Cost Management
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the product life cycle costs from R&D and reduce service costs. Product life product life cycle may be short. E.g
and planning to disposal (Shields anaycle is an important concept as it in case of television industry,
Young 1991 and Sakurai 1996). Strategitouches facets of marketing, finance, Televisionis there for many decades
cost management emphasizes thstrategy and production. Literature but models keep on changing.
importance of an external focus and theeview emphasizes that rapide It is important to understand for
need to recognize and exploit bothtechnological changes and shortened whom product life cycles are
internal and external linkages Hansetife cycles have made product life cycle managed: Producers, consumers
and Mowen 2000). LCC is a relatedcost analysis critical to organisations. or the society. Producers are
approach that builds a conceptualife cycle cost is particularly more  interested in profits, consumers are
framework that facilities management'simportant when there are large planning interested in product performance
ability to exploit internal and external and developmental cost, for example in in agiven price range and society is
linkages. LCC is a way of thinking wherea jet liner. It may be importantwhen there ~ interested in health, safety and
the attention is paid to the total costss large product abandonment cost, for €nvironment issues.

that occur during a product’s entire lifeexample decommissioning a nuclear The following is a small case let
cycle. generating facility. In general, life cycle which will explain that the concept of
A myopic approach of product costcosting provides a comprehensivdife cycle costing is far more superior to
starts from its manufacturing phase@ccounting of a products cost, bottthe traditional costing system in
Product life cycle costing starts it fromManufacturing and environmental, fromknowing about the profitability of the
the moment the product is conceivederadle to grave to help decision makergroduct. In exhibit | traditional product
say the designing phase and the lifénderstand the cost consequences lipe income statement indicates that

cycle ends with the disposition of theMaking the product and to identify g g QUSEA IS MR PRl , Binefees
product, (ref: figure 4) Upstream andin Which cost reduction efforts are bot SI g Ry R ianalys e Saily

esirable and effective (Kaplan andndi_cates that Product ‘B’ is more
down stream cost can account for & (Kap profitable of the two products because

significant portion of the product cost.Atkinson, 1998). ofiace of e fwo praclucls hecaus
Costincurred before manufacturing are® It is important to distinguish ¢qgst. Similarly if disposal and

upstream cost. i.e. research and between product life cycles anddistribution cost when attributed to

development and designing cost. industry life cycles. Industry life each product can indicate the ranking
Examples of industries with upstream  cycle may be very long whereasof products on account of profitability.

cost are computer software and medical

equipments. Downstream costs ar&xhibit|

incurred after manufacturing phase Product A Product B Total
examples of downstream costs arg Sales (Rs.) 4500000 2500000 7000000
marketing and distribution I oot o Salgs 1240000 1005000 2245000

gﬁfgg;g;"'ﬁfhcﬁf; i%r\?visetxg:ﬂ "Gross Margin 3260000 1495000 4755000
costs are perfumes and cosmetics. IfaResearch and

proper cost management has to be donddevelopment 4000000
and the cost of product is to be brought 755000

down, then a manager has to understarnd
the proportion of cost that is incurred Figure 4

in each portion of the value chain. In seelie Crganizate Casoemers
present competitive era, product life | | | Soratagy wd admIBITADOR it ;
cycle has shortened and due to bett "'. b _ '-,II HHHHH I". 1"., 42 : I". 1'-.
version of the product, the older mode R "1"._ th } =HL \ progucoon Y Farker - —— :_';, Comomer) )
becomes obsolete, e.g. electroni | | ,-':-.L,,,p:i:,,.,..,ll f f ."I / e | ."I
products. Therefore designing phas [ { | i - BHESEE, / Loty ||
becomes extremely important. Value Chain Analysis

Designing phase can reduce the&ource: Management and Cost Accounting (2004), Colin Drury, Chapter 22, Cost
manufacturing cost as well as speeilanagement Susman (1989) has presented a framework for estimating life cycle revenue
production, reduce the time to markegnd costs

46 the management accountant, January, 2010



Costing Techniques

Exhibit Il increase the market share. Pricing is one
Product A Product B Total of the most difficult decisions faced by
organisations. As well as a detailed
Sales (Rs.) AELLIOY D eIt knowledge of the costs involved in
Cost of Sales 1240000 1005000 2245000 producing a product or delivering a
Gross Margin 3260000 1495000 4755009 service, the decision maker must also

factor in the organization's strategic

Research and e .
objectives and a range of environmental
Development 3000000 (75%)| 000000 (25%) | 4000000 | f5ctors. such as market demand. the
260000 495000 755000 | expected life cycle and competitors'
. . . i . _actions. One of the key issues to be
Pricing and marketing strategy determine prices which could be pmf'tconsidered is whether the organisation

Pricing is a complex and strategicmaximization, sales volume, marketg oo ¢ influence the price level (is it a
decision which tends to capture theshare, target return on investment leve fice setter?) or must it accept the price
value of a product thus leading tostatus quo, and survival. In the Seconfl o a5 determined by the market (is it a
profitability, survival and long term step the pricing policy is determined, j-q 1aer?). Economists refer to this
sustainable growth of a firm. There havevhich is a plan or course of action foryq the price elasticity of demand - a
been various approaches developedchieving pricing objectives. COmmON a2 re of how demand responds to
over a period of time while drawing from policies include price skimming, changes in price.
the discipline of economics, penetration pricing, life-cycle pricing,
psychology and sociology. There haveost plus pricing, above/at/below
been thus various efforts to prescrib&eompetitors, and customer value. Th
normative models of pricing pricing policy is a strategic decision
approaches based on demandjased on analysis of company cost
competition, cost and environmentalincluding cost structure and how cost n order to discourage the entry of
conditions. The dominant approachebehave with volume; customer . S

. . .~ competitors, an organisation may
currently are labeled as cost, demangerceptions of value which determlneChoose alow initial price level (the low
and competition oriented pricing the maximum price the customer is_ . T "

: . 8 . _“profit per unit will discourage the initial
approaches while product line and newvilling to pay and customer price entry of competitors). This will allow a
product pricing approaches have alsgensitivity also measured as pricear Zmarketshare te be built up. which
been prescribed. The current widelyelasticity of demand,; competitor.n t%rn will further discourage gt,ential
accepted framework considers pricingbjectives, costs and perceived) ] f ] gh P K
as a strategic variable leading tceconomic value of competitor's product.compe'{Itors rom ente_rlr?g.t_e{'nar et.
competitive advantage. Thus price isThis information helps seller Dem'and is inelastic if it is likely Fo
set somewhere between the cost of thenderstand how to achieve competitive’® "élatively unaffected by the selling
product to the seller and the value ohdvantage and determines pricing leveifice: This means thatifthe initial selling
the product to the buyer while takingand tactics to be adopted. Thus pricin s eif tiee produc_t SR E IS
into consideration the competition anddecisions are based on a thre&ighlevel, there will be little impact on
the environment. Value may bedimensional analysis of costs, custome?2/eS VOIUMES. _
considered as perceived value as ignd competition to determine the best The elasticity of demand will be one
prevalent in consumer marketing orpositioning and approach which will Of.tl’.le influences on the selection of a
economic value also known as life cycleculminate in a long term competitive Pricing strategy.
cost as is prevalent in industrialadvantage for the firm. This is followed ~ Market skimming is the term used
marketing. The approach adopted alspy determination of the price level and0 describe a strategy in which the initial
takes into consideration the costhe discounting tactics to be followed selling price is set at a high level. The
structure of the seller and thefinally pricing is a dynamic decision intention is to 'skim' off the profit which
competitor and the objectives of thewhich needs constant fine tuning tocan be earned due to the fact that the
competitors and the seller. Thus achieve the objectives of the companygelling price is significantly greater than
generic linear textbook model of pricingseller by adapting to the changingcost. This will be more appropriate for
decisions would follow the following environmental conditions. products or services for which demand
ST Pricing which is part of the overall iS refatively inelastic.

Step one would be to determine thenarketing strategy plays a very critical ~ Market penetration is the term used
objectives of the company in terms Ofrgje in the success of a company as it & describe a policy in which the initial
what philosophy the company uses t@p|e to increase the profitability and orPrice is set at a lower level to build a

Demand is elastic if it is affected by
the selling price. This will be the case
or many products and services -
garticularly those which may be

rovided by a number of competitors.
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strong market share, and is more likelyor by offering superior products. TheThis cost has to be recovered at
to be successful when demand isormer is known as cost leadership andifferent phases of the life cycle.
elastic. the later is known as productpPricing, LCC and PLC

As well as elasticity, the pricing differentiation. These two approaches Developing pricing strategy and
strategy will be influenced by thedemand a separate mindset Ofyanaging costs over the life cycle of
product life cycle and the organization'snanagement accountants for analysigye product requires understanding of
strategic objectives, particularly with costs from the product life cycle costtne factors affecting pricing and the
regard to profitability and return on Target costing will be important for a soyrces of variability and incorporation
investment. cost leadership firm and it will be agf the knowledge of the same in cost

Of course whether the organisatiorfhallenge for the firm to reduce management.
is a price setter or price taker, reliabldnanufacturing cost. In the present g istance the method of costing
information about costs is required bycompetltlve era, target pricing is critical an have undesirable consequences
the decision maker. If the organisatiorPt €very stage except for the withdrawaling the manufacturing stage of the
is a price setter, the selling price mus$tage. Target pricing is a pricing method 4 ,ct | CC is a way of thinking rather
be set at a level which will cover allthatinvolves (1) identifying the price aty, o 5 costing tool as in addition to the
costs, and allow a reasonable profit tgvhich a product will be competitive in a4 gement of costs, it focuses on the
be earned. If the organisation is a pricé1e marketplace, (2) defining the desiregt_term performance of products by
taker, the level of profit which can beProfit to be made on the product, angy 5 oving a variety of management
earned by charging the market pricé3) computing the target cost for the, ..o nting methods. A basic
which must be carefully assessed, aroduct by subtracting the desired,sqmption behind the LCC approach
there will be little value in achieving high Profit from the competitive market price. i it is possible to affect the future

sales volume, but little or no profit ~ The formula fortarget pricing is costs of a product beforehand, either
LCC and competitive advantage Target Price - Desired Profit = Targetyy planning its use or by improving the
Exploiting customer linkages is the ©©St product or asset itself. The supplier

key idea behind the concept of life cycle ~ Target cost is then given to thewhile using Life cycle cost analysis has
costing which deals explicitly with the €ngineers and product designers, whip forecast the future and thus different
relationship between what a customelSe it as the maximum cost to beost estimation methods are appliedi.e.
pays for the product and the total costéicurred for the materials and otherestimating by engineering procedures;
the customer incurs over the life cyclgesources needed to design andstimating by analogy; and parametric
of using the product. (Shank andmanufacture the product. It is theirestimating methods. To explain with an
Govindrajan, 1993). Forbis and Mehtalesponsibility to create the product aexample if a portion of LCC is too high,
1981 as cited in Shank and Govindrajarr below its target cost. In case of ahen some modification ca be done to
1993 describe how a life cycle costingdifferentiation firm, more emphasis will reduce the cost. There may be some
perspective on a customer linkage in € given to design cost and lesdeature or attribute in the product which
value chain can lead to increase@mphasis on engineered manufacturinmay not be important and thus can be
profitability. Explicit attention to post costs. Firms that operate onremoved. Activity based management
purchase costs by the customer can legtifferentiation strategy have morecan be used to identify the non value
to more effective market segmentatiorfliscretion in setting prices. Theadded activities and thus removed.
and product positioning. Designing adifferentiation strategy set a high priceBusiness Process Reengineering (BPR)
product to reduce post purchase coger the customers willing to pay. Firmscan be used. BPR involves examining
of the customer can be a major weapothat compete on cost leadershijpusiness processes and making
in capturing competitive advantage. Fostrategy use cost information tosubstantial changes to how
example while designing an electroniomprove operating efficiency to reduceorganisation focuses on cost reduction,
product a proper research andostand price. Afirm may consider thesimplification and improved quality and
development is done to design arfollowing profit optimization strategies: thus enhance customer satisfaction.
electronic product which is slim, handy,(i) the myopic strategy of maximizing theDunk (2004), points out that the use of
light weight and requires less servicingeurrent-period profit and (i) the far- management control systems such as
can reduce upstream costs. Product lifeighted strategy of maximizing the life-life cycle costing may be contingent on
cycle cost analysis for pricing decisioncycle profit. If a firm wants to maximize the characteristics of the firm:
depends on how a firm is choosing tdife cycle profit, then it must consider organizations with products at an early
compete in the market. According tothe phases in the life cycle and decidetage of their life cycle are likely to use
Porter (1980) a firm may choose tothe total cost of the product right fromLCC as a planning device rather than as
compete either by having lower costghe designing till the disposal phasea control tool, whereas in firms with more
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mature products the focus may shift linkages in the value chain (Hansen establishing cost goals for a product.
more toward control. Thus cost and Mowen 2000). ® Emphasize on cost reduction, not
consciousness referred to as costimage LCC supports the profitability ~ cost control.

especially in the life cycle costing  analysis of the product life cycle @ Performance evaluation and
context, requires understanding of a (Berliner and Brimson 1988) and compensation systems should
product's cost history and its current helps managers to manage costs reinforce a whole life cycle cost

cost behavior together with an estimate  more effectively because it focuses  perspective.

of its future costs. Thus, to on costbehavior during each phasg A|l sources of organizational

comprehensively grasp the costs of the productlife cycle (Hansenand  yesistance to product life cycle cost

associated with a certain cost object, Mowen 2000). management must be dealt with in
one could c_ombme these three factor® Successful application of LCC implementing a culture of cost
into a "cost image”. provides a company with consciousness and continuous

During the life cycle the emphasis  competitive advantage (Shields and  improvement.

of LCC shifts essentially from cost  Young 1991 and Sakurai 1996). e Continuous education.
estimation to cost control. At the  Although LCC declares a lot of ¢ A cost analyst with excellent
beginning of the life cycle, LCC penefits and advantages as an knowledge and experience may
corresponds mainly to the estimatiorapproach of cost management, there are compensate for various data base
of future costs. Over time, the focusalso some drawbacks and difficulties for  gjfficulties.
gradually shifts to monitoring the implementation and application of theq The management plays an
incurred costs, and the estimation of CC approach to organizations. important role in making the LCC
IEthe CIOS'E_S iSfinCY?aSinfl')Atbz]SGd Odn Dhillon (1989) stated that the  gffort worthwhile.

€ analysiS of past cost. € eNdgrawbacks of LCC are: costly, time ; ;
cost estimation has little value for theconsuming’ accuracy of datais gloubtfuL. -(l)—PLeCI'ICSk management Is the essence

decision maker, whereas properlyand obtaining data for analysis are
collected cost data would allow makingtrying task.

an overall LCC statement that llustrates * sakurai (1996:) argued th at__ 2 mr%iecLIfoslijcg%e\?\/tﬁiiht?n?:\gt%z
the to_tal impact of the product on theapplication of the approach of LCC haspricinppstrate G PLC. For exgm o
organization. As up to 80-90 percent ofyo major areas of problems. First, g gy - ple,

; ; ; r ir fining th r mer

(committed) during product andemployees are very little interest in it’depend o0 USEY EhEroug, Fop &

production development though ingr ynderstanding LCC. Secondly it is . ;
many industries, - including electronics gjfficult to compute user costs such pSalculating the LCC by an automobile

icati i i . \ ’ mpany plannin intr new
communication, machine constructionoperating, maintenance, and d'SpOS%OodE?wﬁighais Cl\?é%aste?jdxga;neeed
and the car industry - the after salegosts. In addition to these difficulties, B o roorate the usane behaviour
period is a substantial contributor bothmplementing LCC takes much time an(t Weorp usag viou

in terms of total product revenues and, : ariables such as no of kms traveled /
p effort and evaluating the results alsoday; average distance traveled!

itq: Developing an approach

in particular, generated profits i " : .

b g . P . b die, . i servicing; city vs highway usage. Thus
Advantages and Disadvantages of Life However, Dhillon (1989) and Shields| cc would need to be based on a
Chelle Caeiiig and Young (1991.) argued that there arg, yerstanding of the customer segment

Some of the benefits of LCC as cost number of important points associated 4 its usage characteristics. Further
management approach are summarizesiith LCC that help a company to develope | cc approach would need to be
as follows: and implement LCC as an approach of ;sad on the pricing strategy/approach
® LCC enables decisions makers t€0st management SUCCGSSfU”y. Some %ff the company. For a company whose

analyze and understand thehose are given below: competitive advantage stems from its

comprehensive view of the producte Invest more in pre-manufacturinghigh market share, LCC would require
life cycle costs from R&D and assets and in people skills togstimation of the fixed and variable
planning to disposal (Shields and increase the probability of low cost,costs over the life cycle of the product

Young 1991 andSakurai 1996) h|gher qua“ty and innOVation. SO that the cost behaviour can be
® LCC emphasizes the importance o® Use more resources in the earlypredicted and opportunities for cost
an external focus (customer) and phases of a product life cycle. reduction can be identified and tackled

exploits both internal and externale Target costing is the key toat design stage itself. The LCC
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LCC approach based on PLC and Pricing approach

Cost Based Competition based Value based
New Product Simulation and cost Estimation of LCC of Estimation of LCC of
forecasting for product product and comparisor customer based on value
design at low cost with competitor parameters defined by
products LCC customer ie for luxury

customer, fuel efficiency
may not be an important

parameter
Introduction Estimate LCC based Estimate LCC of Tracking of perceived
on product positioning competitor product value of product and
of new product and and track the same estimation of LCC
customer behaviour based on the same
Growth Effect of capital Estimation of LCC Identification of
investment on LCC for customers product new customer
based on scaling up segments based on
of manufacturing, value and estimation
marketing infrastructure. of LCC for the same.
Maturity LCC for cost control LCC for cost reduction LCC for cost management

nased on identified trade
offs between cost and
value parameters

approach would also be dictated by th&@hus the approach to LCC would be Thus, there is no standard approach
type of Industry as for Industries withdependent on the customer segmend LCC and the purpose (objectives),
high upstream costs, LCC would needbeing targeted, the pricing approach oéstimation techniques and usage needs
to simulate the costs behaviour over théhe firm (based on its source ofto be adapted to specific circumstances.
lifecycle of the product and how designcompetitive advantage), type of IndustryL CC is an effective tool for new product
variable affect these costs whereas forrand stage of Product in Product Lifedesign, cost reduction and management
industries with high downstream costsgycle. These can be illustrated with thend pricing but its usage would depend
LCC would require forecasting skills. following framework:. on the specific circumstances.

Contd. from Page 44

group that includes both subsidiaries and responsibility for planning,  dealings with the entity. They may
and associates and entities with directing and controlling the include:
shareholders that are involved with  activities of the reporting enterprise.(a) the individual's domestic partner

other entities. However, IAS 24 provides for  and children;
Comparative Indian Standard including non-executive director in (b) children of the individual's domestic
The Accounting Standard issued K&y management personnel. partner; and

by the Institute of Chartered?2 InAS 18theterm 'relative'is defined(c) dependants of the individual or the
Accountants of India (ICAI) as "the spouse, son, daughter, individual's domestic partner.”
comparative to IAS 24 is AS 18, Related  brother, sister, father and motherConclusion
Party Disclosures. AS 18 is based on who may be expected to influence,  The global financial crisis widened
IAS 24 (FEformatted 1994) The major or be influenced by, that individual the range of entities Subject to the
differences between these two inhis/herdealings with the reportingrelated party disclosure requirements.
standards are Conceptual differences: enterprise” whereas the comparablehe revised standard will affect the
1. According to AS 18, as notified by ~ concept in IAS 36, Impairment of disclosures required in the financial
the Government, a non-executive Assets, is that of ‘close members o§tatements of all government-related
director of a company should not the family of an individual' who are entities. The disclosure burden will be
be considered as a key management "those family members who may besignificantly reduced and replaced with
person by virtue of merely his being expected to influence, or bemore useful summarized information and
a director unless he has the authority influenced by, that individual in their details of significant transactions.
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- - 1 f fair value b f th
[ I rSt TI m e Ad O ptl O n Of gpec&il;rlis\(/a?j unzturicsfufhee zen: c?f
. . . {)hro;_Jterty: plantI andldequipmttant an?t
e item is rarely sold, except as pa
n te rn atl O n a-I F I n an CI a-I of a continuingybusiness, gn enrzity
= may need to estimate fair value
Q e po rtl n g Stan d ard S using an income or a depreciated

replacement cost approach. IAS
16.33.

Fair value Measurement issues ; A maior portion of the property |

ant and equipment of a first time

App“Cathn Of Optlmlsed DepreCiateaiopter is specialised asset by nature

for which income based valuation or

Replacement COSt MethOd depreciated replacement cost method

. may be applied.
Dr.T.P.Ghosh IASB's Fair Value Measurement

n the context of First Time Adoption (a) fair value at the date of transition to>@ndard

of IFRSs, fair value measurementis IFRSs [IFRS 1.D5] The IASB has issued an Exposure

a critical issug. Although in the (b) a revaluation in accordance withPraft for the proposed_ Fair \_/alue
post-IFRSs adoption era an entity has previous GAAP that meets theMeasurement standard in the light of
the option to adopt cost model in the criteria in IERSsisi5 - or SFAS 157 in the US which it intends to
case of Property, Plant and Equipment , ’ make a single source fair value
(1AS 16) , Intangible Assets (IAS 38)(C) fair value at the date of an event,q,q rement principles.
and Investment Property (IAS 40) , for ~ Such as a privatisation or initial = .\ oic ihe price that would be
the first time adoption cost as per the ~ Public offering (in accordance with. . "\ "o\l an asset or St i
local GAAP is required to be adjusted IFRS1.D8. transfer a liability in an orderly
for factors that are not recognised in |t is intended to demonstrate theyansaction between market participants
the IFRSs. It has been perceived thepplication of optimised depreciatedat the measurement date. It is an exit
industry partance that recreation of Cofgplacement .cost, method forprice. On the other hand , specialised
e |s_,fa c?s_tly and_g:‘ni Csﬂsum;ngetermination of fair value of asset do not have an exit price.
exercise if not impossiblel. Presente e i - _ _
below in Table 1 the reasons for COSB?]eLCelsglsgtijnT)istgt;ﬁ;jr?rlsarme?cfrec??tIih?)isls)i _A fair value measurement is based

adjustment for first time adoption. e fitered through cash flow sufficiency _ _ .
Reconstruction of cost records intest ( which is termed as profitability (&) @PPropriate valuation premise

accordance with IAS 38 Intangibletest in valuation standards). consistent W|th'the highest ahd best
Assets and IAS 40 Investment PIOPEIY. ..\ oo ooy i o use of the particular asset2 ;

might not be so difficult ( if an entity IAS 16 (b) the most advantageous market for
wishes to follow cost model) as they the particular asset ; and

are for Property , Plant and Equipment |AS 16 Property , Plant and(c) the
because of wide veracity of itemsEquipment provides the following appropriate for the measurement
having acquisitions or self-constructionguidance : considering the availability of data,
date back to decades. Therefore ap  The fair value of land and buildings  with which to develop inputs that

entity may adopt fair value as deemed s ysyally determined from market-  represent the assumptions that
cost of property, plant and equipment  pageq evidence by appraisal thatis market participants would use in
in accordance_wnh IFRS1.D5 . An entity normally undertaken by pricing the asset and the level of the
e t_he option to use one of the professionally qualified valuers. The  fair value hierarchy within which the

fofllovr\1nr;? ?nmo;mt? as trr][e defr?ﬁd z%st fair value of items of plant and inputs are categorised.

of an item ot property, piant a equipment is usually their market  Njarket participants will buy a

valuation technique(s)

equipment: . .

e : value determined by appraisal. IASgpecialised asset for its highest and best
*Professor, Institute of Management 16.32. use. Therefore, fair value of the asset is
Technology , Dubai i. Ifthere is no market-based evidenceletermined with reference to cash flows
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Table 1 : Cost Adjustments in First Time Adoption of IFRSs

Asset Items

Reasons of cost adjustments

Property, Plant and
Equipment ( IAS 16)

i. Depreciation charge may not be based on the estimated useful li
residual value of the concerned asset. An entity might have ch
depreciation applying the regulatory rate(s).

ii. Depreciation might not have been charged based on componenti
of asset in accordance with IAS 16.

iii. Capitalised borrowing costs are different from amortised cost b
borrowing cost determined in accordance with IAS B#®ancial
Instruments : Recognition and Measuremefitor IFRS 9Financial
Instruments .

iv. Capitalisation of exchange fluctuation loss is allowed to a lim

extent in accordance with IAS Brrowing Costslt is restricted to the

exchange fluctuation loss which can be recognised as interest.
v. Capitalisation of certain administrative expenses under local G
may not be allowed.

fe and
arged

zation

ased

ited

D

AAP

Intangible Assets (IAS
38)

i. Amortisation charge might have been worked out based on
allowance not on the basis of the useful life of the asset.

ii. Normally, residual value of an intangible asset is taken as
However, it is possible to demonstrate the presence of residual va
certain cases and thereby such residual value is required to be con
for deciding amortisation policy.

iii. Capitalised borrowing costs for internally developed intangible as
are different from amortised cost based borrowing cost determin
accordance with IAS 3%inancial Instruments : Recognition ar
Measurement( or IFRS 9inancial Instruments .

iv. Capitalisation of exchange fluctuation loss is allowed to a lim

extent in accordance with IAS Brrowing Costslt is restricted to the

exchange fluctuation loss which can be recognised as interest.

v. Capitalisation of administrative expenses under local GAAP.

vi. Intangible asset may have indefinite life. In that case , intangible
is not required to be amortised. Once the conditions change and th¢
turns into having finite life, amortisation charge commences. L
GAAP may have different principle.

vii. Impairment principle for goodwill might not have been followed
accordance with IFRS 3&pairment of Assets.

tax

nil.
lue in
sidered

5sets
ed in
d

ited

D

asset
b asset
ocal

n

IAS 40 Investment
Property

i. This class of asset might not have been segregated as per local
from other items of fixed assets.

ii. Let out building might have been depreciated applying regulatory

ii. They are of specialised nature and therefore, market quotation
exit price is not readily available.

GAAP

rate.

based

Remedial Action :

The entity is required recreating cost records as if IFRSs were applied since the asset is rec
This will put a first time adopter into a costly , time consuming and difficult process.
Alternatively, an entity may use fair value as deemed cost.

rognised.
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( profit ) determined with reference tohighest priority to quoted pricesis based on the modern equivalent asset
highest and best use. For specialise@inadjusted) in active markets for(MEA). Adjustment is necessary for :
asset having unique use , ‘highest anidentical assets or liabilities (Level 15 Physical deterioration - In assessing

best use' criteria is not applicable. ' Mosinputs) and the lowest priority to
advantageous market' criteria is also nagtnobservable inputs (Level 3 inputs).

applicable to specialised assetQptimised Depreciated Replace Cost
However, it is possible to apply

alternative valuation approache
depending upon the inputs.

Depreciated replacement cost is an
Sapplication of the cost approach used
in assessing the value of specialised
Paragraphs IE 11 of the proposegssets for financial reporting purposes,

standard has demonstrated the examplghere direct market evidence is limited.
of valuation of machine held and usednternational Valuation Guidance Note
applying lower of the replacement cosNo. 8 The Cost Approach for Financial

model and market value approach.
out three levels of fair hierarchy :

(unadjusted) in active markets for
identical assets or liabilities that the
entity can access at the measuremeﬂ
date.

prices of similar assets -

the asset or liability that are not based'!-
on
(unobservable inputs). Unobservable
inputs are used to measure fair value to
the extent that relevant observableii.
inputs are not available, e.g. when
market activity for the asset or liability

at the measurement date is little or nil.

The fair value hierarchy gives theDetermination of the replacement cosverhead
54

Reporting (issued by the International

The proposed standard has also s¥aluation Standards Committee)3
defines the tern depreciated

Level 1 Inputs : They quoted pricesreplacemgnt cost as the current cost ?{
reproduction or replacement of an asset
less deductions for physical
terioration and all relevant forms of
Esolescence and optimisation.

While applying depreciated
replacement cost, it becomes necessary
) o to ensure that the key elements of a
quoted prices for similar assets Ofnarket transaction have been
liabilities in active markets ; considered. These include:

quoted prices for identical or similar; g understanding of the asset, its
assets or liabilities in markets that  f,nction. and its environment:

are not active; [ . .
i . i. research and analysis to determine
inputs other than quoted prices that e remaining physical life (to

are observable for the asset or  egtimate physical deterioration) and
liability (eg interest rates and yield  aconomic life of the asset:
curves observable at commonly.. knowledge of the! buSinesse

guoted intervals, volatilities, ; :
repayment speeds, loss severities LEQUILCY QRS T eStiMALE
P ' ' functional/technical obsolescence);

credit risks and default rates) ; ]
an assessment of future industry

inputs that are derived principally V- ! = )
requirements (to estimate economic/
from or corroborated by observable )
external obsolescence);

market data by correlation or other e
familiarity with the class of property

means (market-corroboratedV: :
inputs). through access to available market
data,

Level 3 Inputs : They are inputs for )
knowledge of construction

techniques and materials (to estimat
the cost of a modern equivalent
asset); and

sufficient knowledge to determine
the impact of economic/external

(0]

Level 2 Inputs : They are quotes

observable market data

improvements.

obsolescence on the value of thd/achines
Labour

the physical deterioration of the
improvements resulting from wear
and tear over time and any lack of
maintenance, different valuation
methods may be used for estimating
the amount required to rectify the
physical condition of the
improvements.

Estimates of specific elements of
depreciation and contractors'
charges can be used or direct unit
value comparisons between
properties in similar condition.

Functional or technical
obsolescence - Functional and
technical obsolescence can be
caused by advances in technology
that create new assets capable of
more efficient delivery of goods and
services. Modern production
methods may render previously
existing assets fully or partially
obsolete in terms of current cost
equivalency. Obsolescence and
optimisation are allowed for by
adopting the replacement cost of a
Modern Equivalent Asset as
distinct from a reproduction of the
asset.

Economic or external obsolescence
- Economic obsolescence resulting
from external influences may affect
the value of the asset. External
factors may include changed
economic conditions which affect
the demand for goods and services
and the profitability of business
entities.

Case Example : Historical cost of

gpecialized Plant & Equipment Rs. 1000
crores ; Net Rs. 300 crores - 70% of the
asset have already been depreciated.

Replacement cost of Modern

Equivalent Asset Rs. 1700 crores.

Rs. 1100 crores
Rs. 400 crores
Rs. 200 crores
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The company has self-constructed Table 2: Filtering Cost Estimates applying Indices
similar asset 3 years back. Cost Rs. in crores
Machines Rs. 900 crores, Labour To Actual Indexation JTIndexed E Estimated Variance
Rs. 300 crores , Overhead Rs. 15 Material 900.00 192.04 1092.04 1100 0.78%
crores. Total Rs. 1350 crores Labour 300.00 23.61 323.61 400 23.61%
" ) Overhead 150.00 62.60 212.60 200 -5.98%
Appropriate capital T 314 1350.00] 1628.2% 1700.do 4.41%
|n(.je.x -l EEL Suppose the MEA is having 100000specialised asset belong : Rs. 500 crores.
Minimum Wages  : T, 52.69 units capacity whereas the old asset iBair value of other assets belonging to
T,56.71 having 75,000 capacity. The currenthe cash generating unit is Rs. 100
(Lower range) replacement_cqst is deriyed basgd oorores. Thus vqlue in use of the
T 9712 the MEA as similar capacity asset is nospecialised asset is Rs. 400 crores.
3\ currently available. Optimised depreciated replacement
1% Optimisation Adjustment : Rs. 1700cost is moderated by the cash flow test
(Lowerrange) crores x 75000/100000 = Rs. 1275 crordaecause no rational buyer will pay more
Others : T,127T,180  Adjustment for physical deterioration :than the PV of cash flows. In case

The entity compares the costsThe existing asset have estimat
determined through price quotationgemaining useful life of 10 years an
and / or contractors' quotationsexpired life of 20 years.

e@ptimised depreciated replacement cost
dis lower than the value in use, then it
stands as a fair value of the specialised

. o | asset
applying general price index. The entityRs. 1275 crores x 10/30 = Rs. 425 crores.

uses average of wage range. The profitapility Test : For commercial

indexation process is explained in the,ntjty with specialised assets, a
Table 2 below.

to testify the rationality of the currenttest of adequate profitability in relation
estimates in the light of the most recento the whole of the assets held by t &
experience. Any high variance shouldentity or the cash generating unit. Itis
be analysed in details to eliminate anyeverse impairment analysis process. |
error of estimation. Often general indexcase of impairment , the recoverabld
may not reflect the correct specificamount is higher of the ‘'fair value les
price.

Having estimated
replacement cost of the asset ,

current of determination of fair value which is 1.
thEXit price of the asset, the seller should

entity shall carry out optimisation. It is place himself in the buyer's shoe.

a process by which a least cost PrOfItabI'lty test can be carried out

replacement option is determined for thé" terms of value in use of the asset , i.e.
remaining service potential of an assef’V of future cash flows of the cash

It is a process of adjustments reducing€nerating unit net of separately
asset may be technically obsolescerf/hile determining the cash flows , an

or over-engineered, or the asset ma@nut_y shall co_n&der cash outflows

have a greater capacity than thagequwe_d for major (_)verhaulsft_o keep the
required. Hence optimisation minimises@SSet in the working conditions apart
rather than maximises. a resultindrom routine maintenance. Effect of

valuation where alternative lower cos€hanged economic conditions on the

replacement options are available. Ir]ﬁ)md”cf arl?j slsf) (rjewewed. Discount
determining the depreciated@ctor should be industry average cost

replacement cost, optimisation is applieéi"f capital.

for obsolescence and relevant surplus Assume that Value in Use of the
capacity. Cash Generating Unit to which the

the management accountant, January, 2010

Concluding Remarks

Optimised depreciated replacement

valuation assessed by depreciate‘aOSt is based on Level 3 inputs. Filtering

Application of general index is just replacement cost must be subject to thifle most recent observed cost through

appropriate index and comparing the
p&ost estimates bring objectivity to the
aluation.
Rrofitability test converts the entry
alue into exit value through linking
éhe investment to return.

In the second state,

costs to sell' and 'value in use'. In casklotes

In a letter to the Chairman , IASB
Canadian Electricity Association ,
Canadian gas Association and
Canadian Energy Pipeline
Association on 30 April , 2008 raised
a viewpoint that " Conversion to
IFRS, as currently published, would
cause the Canadian electricity, gas
and pipeline industries to enter into
a very costly and, in many cases,
virtually insurmountable process of
recreating detailed historic records
as at the transition date to remove
from PPE those amounts that would
not be permitted to be capitalized
under IFRS. As historical cost has
been traditionally used by the
regulators of these industries for
rate-setting purposes, as well as by
investors, creditors and rating
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agencies, a costly retrospective
conversion process would have
little or no economic benefit to
stakeholders...... In accordance
with IFRS 1, an entity may elect to
measure an item of PPE at the date
of transition to IFRS at its fair value,

and use that fair value as its deemegl

cost at that date. However, the
nature of our PPE is such that it is
often unique and of use only within
our industry. Fair value information
is not readily available. It is our
position that determining fair value
would be time-consuming given our
many long-lived items of PPE. Given
the lack of qualified independent
valuators, and the potential for
verification issues, electing to use
the fair value as deemed cost feature

of IFRS 1 may not be practicable for
all rate-regulated entities." And
thereby pleaded that carrying

of two valuations on different bases
which would increase compliance
costs unnecessarily for little

amount of the asset be treated as information benefit.
deemed cost. This view does no  \ww.ivsc.org

find meritin the IFRSs amendment 0 ational Valuation Standards
process. Committee (1VSC) has issued :

The C_;rou_p of 100 _(GlQO) is_ 8Ng |nternational Valuation Standards
organization of chief financial (IVS 1-3)

officers from Australia's largest i _
business enterprises with a purpos® INtérnational Valuation
of advancing Australia's financial ~ APPlications (IVA 1-3) and
competitiveness. In letter to the® Guidance Notes (GN 1-15)
Chairman, IASB , the G100 disagrees In the context of fair value
with the proposal to identify the measurement , these standards have
different components of the fair relevance. IVSC states that its valuation
value of an asset where it is used istandards are adopted as national
a way that differs from the higheststandards, in Australia, New Zealand,
and best use. The provision of thisRomania, Turkey, South Africa and are
information in effect requires the useused by many other bodies.

Diagram showing Steps of Optimised Depreciated Replacement Cost Method

Cost estimation of th
specialised asset on
basis Modern

—

Observed cost of most
recent project involvin
self-construction of thq

(MEA)

Equivalent Asset

Cost specialised asset
comparison Preferably at the same
using indiceg |MEA level

estimates

Review of cost
estimates in the light
cost comparison and
finalisation of cost

!

Optimisation
Adjustments

Applying optimisation
For surplus capacity e’

v

Optimised

Replacement Cos

T

Depreciation
Adjustment

Charge depreciation fo
Expired life of the

asset

Method

Optimised Depreciate
Replacement Cost ’—b Carry out profitability test
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. inord hi - 200
SME - Emerging Sector jeroeagom noedomswes
i . vlvith tthi/l gllj\il%ctivetto d_c;rL:_ble the'cgedfit
. ow to sector within a period o
fO r B a.n k F I n an Ce " S p e C I a. years i.e. from 2005-06 to 20%9—10.
Further to have adequate credit flow

I N Itlatlves & I\/I easu res to the small enterprises, banks are

lending minimum 60% of small
enterprises advance to the micro

fo r ItS G rOWth enterprises comprising at least 40% of

total small enterprises advances to

Dr Ram Jass Yadav* micro enterprises having investment in
_ _ plant and machinery up to Rs.5 lacs
Introduction growth and also in employment(manufacturing unit) / investment in

Enterprises (MSMESs) play an policymakers revised the erstwhile20% to micro enterprises with

important role in the growth and definition of ‘Small Scale Industries’ and investments in plant & machinery above
development of Indian economy.itis expanded with inclusion of servicesRs.5 lacs & up to Rs.25 lacs
Looking their potential to generate& trading activities in the ambit of (manufacturing) / investment in
employment, foster technical MSME by enactment of Micro, Small & equipments above Rs.2 lacs & up to
innovation and entrepreneurshipMedium Enterprises DevelopmentRs.10 lacs.
contribution to country’s manufac- (MSMED) Act from 2¢ October 2006 ~ The domestic commercial banks
turing output and exports; MSMEs haveAlso the Act recognizes the termpaye not given sub-target of lending to
now assumed Center stage in India'$Entriprises’ instead of ‘Industry’ t0 MSME under priority sector advances
Trade Policy. The MSME sectorinclude service in SME segment. Theyyt for foreign banks the advance to
accounts for about 90% of the totaMicro, Small & Medium enterprises MSME sector should not be less than
industrial units, contributing about 45%€ngaged in manufacturing or producing 0o of adjusted net bank credit (ANBC)
of total manufactured output and nearlyand providing or rendering of services credit equivalent amount of off balance
40% of exports. As regards employmenbas been defined under the Act on basigheet (OBS) exposure whichever is
it offers jobs to over 42 million people. of original investment in plant & higher under that overall target of 32%
Special Initiatives for MSMEs machinery and equipment as under - ynder priority sector advances.

The Indian SME marketis placedat  The advances to Micro & Small Registration and timely payment
around $ 5 billion. Majority of SMEs in enterprises are reckoned @sority Registration is optional for MSMEs
our country are stillin the unorganizegSector lendingtarget of 40% for onqaqed in providing or rendering of
sector that is facing internal and externgiomestic commercial banks. Thoughthg o yices  however, for a medium
challenges in borderless economy. I#P@n to medium enterprises do not formy e rprises engaged in manufacture or
the present era of globalization, MSMEgPart of priority sector advances, these 4 ction of good registration is
necessarily to develop capacities angnterprises have also given treatme mpulsory under section 8 of MSMED
also need regulatory support foratparwith micro and small enterprisesyct with such authority as specified by
enabling them to be internationallyPy banking industry. the State Government or Central
competitive. In this backdrop, MSME Credit flow to MSME Government.
has been considered the privileged Under policy package announced The existing provisions of delayed
sector of economy and the policymaker®y Government of India to step up Cfed&ayment to MSEs, have been further
have taken a number of initiaties ando MSME sector, banks were advise trengthened under MSMED Act as
policy measures. A few of them haveto fix self target for growth in SME jnder -
direct bearing on the banking and

T he Micro, Small and Medium generation in our country, theequipment up to 2 lacs (service) and

financial aspects are discussed in theEnterprises Manufacturing Service

?)Zlfci:rl:i?[igr? cl)anl\jgrl\/_lEs Micro Enterprises Up to Rs.25.00 lacs Up to Rs. 10.00 lacs
Recognizing the significant Small Enterprises Above Rs.25.00 lacstg  Above Rs 500.00 lacs| to

contribution of this sector in economic Rs. 500.00 lacs Rs.200.00 lacs

*Chief Manager, Bank of Baroda, SME| Medium Enterprises| Above Rs. 500 lacs to Above Rs. 200.00 lags to

Loan Factory, Agra (UP) Rs. 1000.00 lacs Rs. 500.00 lacs
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< The buyer to make payment on otborrowers is exempted in general andtates across the country.

before the date agreed on betweehanks with approval of competent Besides public sector banks have
him and MSE supplier in writing or, authority may on the basis of goodopened specialized SME branches at
in case of no agreement before thérack records and financials position ofeast one such branch in each district.
appointed day. The agreementhe MSME units, increase the limit of Further banks have been permitted to
between seller and buyer shall notlispensation of collateral requirementategorize their general banking
exceed more than 45 days. for loans up to Rs. 25 lacs. Loanbranches having 60% or more of their
< If the buyer fails to make paymentapplication of SMEs otherwise viableadvances to SME sector as SME branch
of the amount to the MSE supplier,should not be turned down merely forfor providing better services to the
he shall be under obligation to paywant of collateral security or 3rd partySME sector as a whole.

compound interest with monthly guarantees. Code of Bank's Commitment

rests to the supplier on the amount SME beneficiaries may be The Banking Codes & Standards
from the appointed day or, on thesanctioned a composite loan limit of RBoard of India (BCSBI) has formulated
date agreed upon, at three times @dne cores to avail of their working a Code of Bank's Commitment to Micro
Bank Rate notified by RBI as percapital and term loan requirementg, Small Enterprises (MSEs). It is a

+ Besides amendment has been mad§ster approach and specialized SME standards of banking practices for
in the Companies Act, 1956 for pranch banks to follow when they are dealing

disclosure of particulars of dues to implement recommendation ofwith MSEs has been adopted almost by
MSEs. It has been mandatory tqz5q,51y Committee on flow of credit to@ll public sector banks. The code
disclose the details of dues to MiCrosgy'sector, the concept of MSE clusteprovides protection to MSE and
and small enterprises and alsq,,g peen introduced by adopting 4cexplains how the bankers are expected
particulars of interest if any, 5nhr0ach (Customer focus, Costo deal with the sector for day to day
payable/paid to suppliers as pekoneo| Cross sell & Contain risk) with Operations and to cater to financial
MSMED Act in the balance sheet. 5 \je\y 1 cater to the diverse needs dduirements of the MSEs.

% Banks have already been ad,V'Se&e MSE sector through extendingCredit Insurance for MSEs

tofix sub limitwithin overall working 5 nying services to the cluster. Cluster A separate and dedicated
capital limit to the large borTOWers e q approach to lending may be morerganization known as 'Credit
(i-e. borrowers enjoying working iseqy| in dealing with well defined and Guarantee Fund Trust for Micro & Small
capital limits of Rs 10 crores and e cqoqgnized groups, availability of Enterprises (CGTMSE) has been set up
abov_e_ from the b?”"'”g SyStem)'appropriate information for risk by Government of India & SIDBI to
specifically for meeting the payment, sessment and monitoring by thénsure the collateral free lending to MSE
obligation in respect of purchasejgnqing hanks/ Fls. At present 388sector by way of credit guarantee. The
from MSEs. _ ) clusters have been identified by Unitedsalient features and conditions to cover
Collateral security & composite loan  Nations Industrial Development the MSE credit under guarantee scheme
The loan limit up to Rs 5 lacs to MSEOrganization (UNIDO) spread over 21are as under -

Category Maximum extent of guarantee cover
Limit/Loan Up to Rs.5 lacs Above Rs.5 lacsupto | Above Rs.50 lacs Up to
Rs.50 lacs Rs.100 lacs
Micro Enterprises 85% of the amount in 75% of “the” amount in Rs. 37.50 lacs plus 50% If
default (maximum of default (maximum of amount in default above
Rs.4.25 lacs) Rs.37.50 lacs) Rs. 50 lacs subject to overall
ceiling of Rs. 62.50 lacs
Women 85% of the amount in 80% of the amount in Rs. 40 lacs plus 50% of
Entrepreneurs /units default (maximum of default subject to a amount in default above
located in North East Rs.4.25 lacs) Maximum of Rs. 50 lacs subject to overall
Region (incl. Sikkim) Rs.40 lacs ceiling of Rs. 65 lacs.
All other category of 75% of the amount in default subject to a Rs37.50 lacs plus 50% of
Borrowers maximum of Rs.37.50 lacs amount in default above
Rs.50 lacs subject to overall
ceiling of Rs.62 50 lacs.
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"

Credit facilities to the MSE for Micro & 0.50% for Small & of SME earning and cash flow. In light
beneficiary should be from single  Medium Enterprises} of informationally opaque with respect
lending institution. v Extended period of export credit atto soft facts, SMEs apprehends that
Loan limit up to Rs. One crore both  concessional rates i.e. from 180 daysven a proactive move to obtain rating
fund based and non-fund based. to 270 days for pre-shipment andnay prompt the banks to withdraw the
Credit should have been given from 90 days to 180 days for post-credit line, because the rating turn out

without collateral and / or third party ~ shipment. worse than what SMEs had expected
guarantee v Set up regional MSME care centrewith a bad rating, the SME will hardly
Lock in period is 18 months giving different nomenclature by get financing from banks and firms will

Rate of interest on such advance the banks to facilitate MSMEs for have to seek alternative financing for
should not exceed 3% over BPLR to  quick redressal of their grievanceswhich they are ill-prepared, therefore,
the borrower v Launched two stimulus packagesmany SMEs are expected to fail
Minimum period of guarantee cover ~ whichincluded, interalia, reduction ~ However, in real life situation it is
shall be the agreed tenure of term in duties (across the board cut inestimated through some of the studies
loan and five years for working  Cenvat by 4%), greater thrust onthat application of advanced internal
capital facilities. infrastructure, additional export rating based (AIRB) approach under
Amount of premium and guarantee  incentives of around Rs. 350 croresBasel-Il will reduce capital requirement
coverage available under the enhancing ECGC guaranteeon SME loans from 100% risk weight

scheme are as under - extension of 2% export subventioncategory of Basel-I provided banks
Policy Measures - to Face Global 0 Specified sectors etc equipped themselves to implement
Slowdown v" Provided special refinance fund /AIRB approaches of risk management

The global and consequent limit of Rs. 7000 crores to SIDBI for in our country. Besides that RBI has

domestic economic meltdown has no €nlarging the resources base odllocated lower provisions 0.25%
doubt posed a major challenge to banks, SFCs, NBFCs, Micro Financenstead 0.40% on standards advances

MSMEs to maintain their growth
momentum due to steep fall in exports
and domestic orders, delayed payment
etc. Our policymakers have taken a good
numbers of measures that have helped
the economy in general and MSMEs in

Institution (MIFS) to SME segment that reduces capital
v" Setup MSME credit monitoring cell requirement to encourage finance to the
by the Ministry of Micro, Small & sector and also lower rate of interest on
Medium Enterprises, GOI to overseeVISE loan across the board. Thus credit
the resolution of credit issues ofto SME under Basel-ll regime would be
MSMEs by banks. enjoying win-win position for banks and

particular to a large extent. Some of th%asel'” Incentives for Growth of SME  entrepreneurs against apprehension of

important measures announced an

ector poor credit worthiness of borrowers.

implemented are discussed as under- . Basel-1l recommendation hasTasks Ahead

v

Adhoc increase in working capital-triggered a fundamental change in the,qy. < 4t National & State Level

: : ttitude of banks towards borrowers
Banks provided 20% of sanctioned® : Sub-target for MSME, in Priority
fund based limit to MSME by way especially SME borrowers. Credit

; . managers have not always good€ctor Lending by Banks -
of vt;/prkmg capital derr;and Ioaninsigh%s into SMEs econoﬁwic% to Forstrengthening the credit delivery
E;Srgr éi‘;tfé? ;ngé'rriglérgfolzR;;O%t?gaccurately rate these firms objectivelylo MSEs, the government announced a
with a moratorium of 6 months. basgd on the Basel-ll criteria.policy pa_lckage for stepping up cr_edlt
Reduced margin in respect Of'Partlcularly, .s.oft facts such as marketto SME in August 2005 for doubling
: q ivables b 50/lndustry position, competence of SMEthe credit flow to this sector within a
inventory and receivables by ’management, operating leverageperiod of 5 years. In this context RBI
|nclud!ng Sqpe _recelvables from character and reliability of firms' owner, directed the banks to increase their
get extljst:jng m?rg'”h”féms thistory of relationship with its suppliers gqvance at least 20% per year to SME
X1enced BXISING NoiCing NOTMS Oland business prospects in the localgctor, This has resulted in to a

inventory by another 15 days. nei i ich fi
_ ) ghborhood in which firm operates.; ifi 7 i i
A A R broblem is because of inability OfS|gn| icant increase in the credit flow

project implementation has beenye porrower to present relevant Gy [PUBIIE Sitiier 201 i) Sli 1= Seuir
delayed. N s busines‘é"th outstanding from Rs. 67,600 crores
Allowed drawings against domesticgynamics. Hard facts such as financiaft> &t 31.03.05 10 Rs. 190,958 crores at
receivables up to the age of 180 daystatements are traditionally easy to ded!® nd of March 2009 and yet the flow
against the usual norms of 90 daysyjith; however, in absence of statistically?f credit to SME sector has not been
Reduced lending rates for MSMEsy|id industry benchmarks, it will be @dequate. Therefore, there is need of
by 50 to 100 basis points (bps) {1%uqifficult for a bank to judge the quality Setting sub-target for MSMEs say at
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15-18% within the overall Priority Sector
Lending target of 40% of adjusted net
bank credit (ANBC) in case of Public

Sector Banks and Private Sector Banks.

At present MSME credit comes around

9-10% of the net bank credit. The issue”

of allocation separate share for MSME
within overall target of priority sector
for domestic commercial banks is

probably under discussion at various
forums, which should be made effective/

within regulatory framework at, earliest

all advances up to Rs, 2.00 crores’
and information required for scoring
should be incorporated in
application form itself. No individual
risk rating is required in such cases.
Banks may start central Registration
of loan application. It may be used
for online submission of application
as also for online tracking of loan
application.

Introduce centralized processing
cells that may be utilized for single

Undertake a structured study on
credit flow to MSME sector in the
district to examine reasons for poor
credit access to the sector and offer
viable recommendation for
accelerating credit flow to the sector.
Its report may be submitted to
District Level Coordination
Committee (DLCC) and State Level
Bankers Committee (SLBC)
conveners for corrective measures
proposed to be taken by bankers.

to consider MSME finance as preferred
sector for finance for it due share in
banks total credit.

Streamline credit delivery to MSE
sector-

A good number of recommen-
dations have been made by a working
group constituted by RBI in its report
submitted in April 2008 in recognition of 4
problem faced by MSEs. Government of
India, State governments and banking
industry needs to consider those

point of appraisal, sanction, Sum-up
documentation, renewal & enhance- \MSME is considered as a growth

ment. Central Processin_g Centrengine of our economy. The policy
should act as the back office of thenakers-i.e. GOI, RBI and barking system
bank. Bank of Baroda has alreadyyre paying their special and focused
implemented this concept by settinggttention to the sector. The various
up SME Loan Factories at 35jndustrial associations are taking up the
business centers across the countryyoblems of IVISMEs with concerned
Consider combined level of stocksaythorities including banking industry
& receivables and no separate limitg get them resolved for the growth of
for debtors may be fixed. Banks maythe sector in present borderless world.
allow cash credit/overdraft against-rhough the efforts of government to
recommendations to make smooth and Stock & receivables under onedevelop mutual understanding of the
easy access of the credit to MSE sector facility. business between credit givers and
Some of the important issues addressethsks at Regional Level users deserve appreciation, there is
by the working group are given below Various forums of industrial need to instil certain simple rules of the
for the information of readers- associations, district industrial centerdife by both bankers and borrowers. The
v Creation of an independentand many more have been playing aankers to liberalize their systems and
rehabilitation fund by Governmentpivotal role in the growth & procedures of taking decisions today
of India for rehabilitation of SMEs development of MSME. To establish ainstead tomorrow, change in the mind
v To adapt cost effective andstrong linkage and coordination amongset from desisting attitude to helping
customer centric technologyvarious government bodies andapproach and to value the credit
developed in other countries bydepartments, itis suggested that Ledsusiness like clinical treatment for
Department of Science & Bank at district level should shouldehealthy growth of clients which should
Technology (GOI) for Indian MSME following  additional responsibilities be given at right time with right
sector. under its normal developmentaldiagnosis and right doses. While on the
v Setup more ITls, Tool room training activities for the growth of this sector. credit users front, the money must be

centers etc for training of workforce v/
on latest technology.

Enhance participation of Bankstaken as invaluable and very precious
officials in its regular meetings / unit of the blood for their business

v Creation of Central Registry by State  seminars in order to have busineswhich should be used for the purpose
Governments for creation of charges  dialogue with them on regularit is given and to be repaid in time
of all banks / financial institutions interval. enabling the bankers to offer novel
on all movable & immovable v Set up S/WE Club as a voluntarylifeline to the business activities as well
properties of borrowers. and dedicated group of bankers t@&s to help the banks to build money

v State Governments to provide land  oversee the credit flow and bankingoank (like blood bank) very strong and
at 50% of normal rate to set up related issues of MSMEs. The ZonaRccessible to each needy persons of the
Industrial Estate exclusively for  and Regional Managers, Heads ogsociety. What is needed is to
MSMEs and further 50% capital MSMEs care centers and Centraknderstand business of each other's and
subsidy on capital cost of common  Processing Cells of active playerto be partner in the prosperity of the
facilities like effluent treatmentplant,  banks in the district may be invitednation for delivering welfare to the
power plant, etc. for participation in the club society.

v' Scoring model may be adopted for meetings. “...Together We Win..."
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M/12014 ponto L8 2
Shri S. Mohan, -1, ,
MCOM, FICWA Bhubaneswar 751024

2-2-185/56/C3, 103, Opp.
Lal Bunglow, Sathya Sai Apts.,
SomaSundar Nagar, Baga
Amberpet,Hyderabad 500013

M/15030

Shri Cheruvu Venkata Ramana,
BSC, LLB, FICWA,

God's Gift, Urban Bank Road,
Berhampur 760001

M/12719
Shri Amitava Saha, BSC, M/15957
BCOM, FICWA Shri G. Shrinivas,

Cl/o Mr. N. C. Saha Saha BCOM, FICWA

Homeo Clinic Samdi Road Al Rashideen Trading Co. Ltd.,
Rupnarayanpur Bazar 71336‘%Int‘| Division), P.O. Box #

7318, Dubai
M/13056
Shri Goutam Kumar Malick,  n1/16279
BCOM, FICWA Shri Malay Kumar Nayak,
Vill & P.O. Banitala, MCOM, FICWAT
Uluberia 711316 IV/1/3, River Side Quarters,
College Tilla, Agartala 799004
M/13715
Shri Rangarajan Veeraraghavag,/16294
lyengar, Shri P. Lakshi Narayana Sarma,
BCOM, LLB, FICWA BSC, LLB, FICWA

11, Av. Dispensary Building, “Sri Nivas®, 59, Road No. 2,
Nadkarni Park, Wadala (E),  New Nagole Colony,
Mumbai 400037 Hyderabad 500035
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M/16997

Shri Bidyut Kumar Singha,
BCOM(HONS), FICWA
Vill- Bhuteswarr,
Sanbandha 722180

M/17092
Mrs. Nisha Dewan,

BCOM(HONS), LLB, FICWA
C-124, Upper Ground Floor,

New Rajinder Nagar,
New Delhi 110060

M/18011
Shri Chandramani Sahoo,
BCOM, FICWA

C. Sahoo & Co. B-34, Ground
Floor, Golden Nest - VI Sonal

M/19039
Shri Ajay Kumar Singh,
BCOM, LLB, FICWA

Singh Ajay & Associates 7,
Grant Lane, 2nd Floor, Room

No. 215, Kolkata 700012

M/19367

Shri K. Ramakrishnan,
BCOM, FICWA
Ramakrishnan & Co., 4,
K.R.H., 82-A, Third Street,

Tatabad, Coimbatore 641012

M/19385
Shri V. Suresh Babu,
BCOM, ACA, FICWA

M/21347

Shri Dillip Kumar Mishra,
MCOM, FICWA

At Fakirpur Anandapur
Fakirpur 758022

M/21483

Shri Samir Kumar Swain,
MCOM, LLB, FICWA
GA-478, Sailashreevihar,
Chandrasekharpur,
Bhubaneswar 751021

M/21848

Shri Saugata Mukherjee,
BCOM(HONS), FCA,
FICWA

Block No. 25, Unit 0607,

M/22658

Shri Satya Brata Dash,
BSC, MFM, FICWA
C-167, NALCO Township,
Bhubaneswar 751061

M/22713

Shri Santosh Kumar Ojha,
BCOM(HONS), FICWA

Cl/o. Prafulla Mishra,
Sidharthanagar, Bank Colony,
2nd Lane, Berhampur

M/23035

Shri Prabir Kumar Bhaduri,
BSC(HONS), MBM, FICWA
9, Dr. P.N. Mukherjee Street

m50, Krishnappa Lane, Thiyagi
Kumaran Street,
Coimbatore 641001

Shopping Center Chs.. Ltd.
Mira Bhayandar Road, Mira

Rain Tree Park, Malaysian
Township, Kukatpally,

(East), P.O. Chatra,
Serampore 712204

Road (E)Thane 401107

M/18022

Shri Sisir Kumar Acharya,
BCOM(HONS), FICWA
Sr. Manager - Finance,

National Aluminium Co. Ltd.,

Refinery Complex,
Damanjodi 763008

M/18324
Shri Niranjan Nanda,
MCOM, LLB, FICWA

M/20103

Shri Govindarajan Ram
Prasadh,

BCOM, ACS, FICWA
A-1/801, Windsor Avenue,
Survey No. 60/2, 60/3,

P.O. S.R.P.F., Pune 411022

M/20649
Shri Padmanava Swain,
BCOM, LLB, FICWA

Manager (Finance), NALCO Dy. Manager (Finance),
Smelter Plant At/Po. NALCO SOUTHCO, Corporate

Nagar Dist- AngulNalco
Nagar 759145

M/18647
Shri Sankar Bose,
BSC, FCA, FICWA

Office, Courtpeta,
Berhampur 760004

M/20758
Shri Lokesh Kumar Goel,
BCOM, FICWA

A 04, Adarsh Enclave, BDG C-8/152, Yamuna Vihar,
Path, Opp. Upper ChelldangaDelhi 110053

Kali Bari, Asansol 713304

Hyderabad 500072

M/21858

Shri Sriram Viswanathan,
BCOM, FICWA

F1 Block-A, Sai Nandhann

Flats, No. 42, 1st Cross Street,

Alwar Thirunagar,
Chennai 600087

M/22133

Shri T. N. Sivasubramanian,

BCOM, FICWA

New No. 26, Old No. 32/2,

3rd Trust Cross Street,
Mandavelipakkam,
Chennai 600028

M/22193

Shri K. Balasubramanian,
BSC, FICWA

Asst. General Manager -
(F & A) Steel Authority of

M/23279

Shri Vinay Gupta,

BCOM, FICWA

LIG-423, Housing Board Colony,
Padmanabhpur, Durg 491001

M/23346

Shri Ajit Pratap Singh,

BSC, LLB, FCS, CFA, FICWA

A G M (Fin) & Company
Secretary JSW Bengal Steel Ltd.,
Morena House, 11, Carmichael
Road, Opp. Municipal
Commissioners Bungalow,
Mumbai 400026

M/23440

Shri Dakshina Murthy Chitti,
MCOM,MBA,FICWA

G-1, Door No. 30, Viswapadam,
4th Cross, Pilliar Kovil Street,

India Ltd., Salem Steel Plant,
Salem 636013

Perungudi,Chennai 600096
M/21034

M/18783 .

Shri Rudra Charan Beura, Shri Subrat Kumar Routray, M/23522

MCOM, LLB, FICWA BSC(H)'LLB’FK_:WA M/2_2379_ Shri Kaundinya Parag Krishna,
Dy. Manager - Finance, Audit DY- Manager (Finance), Shri Pradip Bhattacharya,  gcom, FICWA

& Accounts Branch, CorporateSO_UTHCo Corporate
Office, Southco, Courtpeta, ~ Office, Courtpeta,
Berhampur 760004 Berhampur 760004

MCOM, LLB, FICWA ) 13, Temple-View, Cheddanangar,
P. Bhattacharya & Associates ~hombur. Mumbai 400089
60/9A Gouri Bare Lane, '

Kolkata 700004

M/23745
M/19009 M/21141 -
) Shri Vinod Kumar Bhatt,
Shri Chandr Mohan Pareek, ~Shri M. C. Baby, M/22610 MCOM. EICWA
MCOM, FICWA MCOM, MBA, ACS, Shri Girdhari Lal Soni, Vinod B’hatt&Associates
129, Heera Nagar, FICWAThekkemuriyil House, MCOM, FICWA '

47/1, Sector - B Vaishali Nagar,

Near DCM Godown,
Annapurna Road Indore 452009

Ajmer Road, Jaipur 302024

Ellimood, P.O. Perumpanachy 19, State Bank Colony,
Kottayam 686536 Rajnandgaon 491441
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M/23806

Ms. G. Amudha,
MCOM, MBA, FICWA
6/21, Anna Nagar,
Subramaniyapuram,
Tiruchirapalli 620020

M/23891

Shri Bhaskar Das,
BSC, FICWA

B.D. & Associates, 8A,
Santi Ghosh Street,
Kolkata 700003

M/24111

Shri Subrata Ghosh,
BSC, FICWA

S.G. & Associates, 8A,
Santi Ghosh Street,
Kolkata 700003

M/24155

Shri Amit Prakash,
MCOM, ACS, FICWA
C-200, NTPC Township,
Sector 33, Noida 201301

M/24164

Shri Ragesh M.,

BCOM, MBA, FICWA
Koolothodi House,
Perumudiyur-P.O.

Via- Pattambi, Palakkad
District,Palakkad 679303

M/24190

Shri Gautam Kumar Saha,
BCOM(HONS), FCA,
FICWA

Dy. Manager (F & A)

O N G C Ltd., Finance &

Accounts Section Room No.

97, Ground Floor, R O
Building, Makarpura
Road,Vadodara 390009

Admission To Associateship

on the basis of MOU with
IMA, USA

Date Of Admission :

14" September 2009

C/28046

C/28047

Mr. Sohail Siddique,
BA(ECON), CMA(USA),
AICWA

Smith International Inc.,
Al-Khobar 31952,

Saudi Arabia 1940

C/28048
Mr. Parag Bhagat,

BCOM(HONS), ACA, CMA

(USA), AICWA

Apt. 26, 450,

Kimberly Dr., Waukesha,
Wisconsin - 53188, U.S.A.

C/28049
Mr. Sunil Appukuttan
Kuttiparambil,

BCOM, CMA(USA), AICWA

Olaya, P.O. 366103,

Riyadh - 11393, Saudi Arabia

C/28050
Mr. Sarkare Faisal Ahmed,

BCOM, CMA(USA), AICWA

P.O. Box 81457,
Dubai, U.A.E.

C/28051

Mr. Nirmal Kumar C. Kottieth,

BA(ECON), CMA(USA),
CFM, AICWA

Finance Manager, Aerogulf
Services Co. LLC, P.O.
Box 10566, Dubai, U.A.E.

Admission To Associateship

Date Of Admission :
1" October 2009

M/28052
Ms. R. Manjula Devi,
BCOM, AICWA

1/204, Avarappalayam Pirivu,

P.O. Veerapandi,
Tirupur 641605

M/28053
Shri Paresh Vishalal Datrji,

Mrs. Rukhsana Ismail PawaneBCOM, AICWA
BCOM, CMA(USA), AICWA 205, Vinay Tower Bldg.

P5, Nad Rashid Villas, 8th
Street, Rashidiya, Dubai,
U.ALE. 50177

No. 2, Opp. Pleasant Park,

Mira-Bhayandar Road,
Mira Road,Thane 401107
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M/28054

Shri Sumedh C. Deshpande,

BCOM, CFA, AICWA
52, Ramsai Symphony
Dwellings, Anand Nagar
Colony, Khairatabad,
Hyderabad 500004

M/28055

Shri Pankaj Garg,
BCOM, AICWA424, Guru
Appartment, Plot No. 2,
Sector-6, Dwarka,

New Delhi 110075

M/28056

M/28061

Shri Rounak Dhirajlal Shah,
BCOM, AICWA

501, 2D Palm Spring, Palm Court
Complex, Malad Link Road,
Mumbai 400064

M/28062

Shri Sachin Balkrishna Shinde,
BCOM, AICWA

11/823, 2nd Floor, Tata Power
House, Borivali (E),

Mumbai 400066

M/28063

Ms Karuna Rajesh Sakharkar,
BCOM, AICWA

403, Vallabh Height, Next to

Shri Dudala Venkata Ramana, Vallabh Tower, Purnima Talkies

BCOM, AICWA

Area, Murbad Road,

Clo. Transpaper (T) Ltd,. PlotKalyan (West) 421301

159, Saza Road, Changombe,
P.O. Box 45648, Daressalaam

Tanzania, East Africa
Dar-Es-Salaam

M/28057
Shri Jyoti Ranjan Ray,
MCOM, LLB, AICWA

M/28064

'Shri Shah Manojkumar Shantilal,

BE, AICWA

B-301, Tirupati Apartments,
Opp. MIG Flats, Karelibaug,
Vadodara 390018

M/28065

Clo. B. S. Pattnaik Sikharpur Shri Neeraj Somani,

(Uppersahi), Cuttack 753003

M/28058

Shri Ram Shashikant Chavan,

MCOM, AICWA

"SHUBHANGAN" Plot No.

2, Pascalwadi, Madh-Via-

Versova, Mumbai 400061

M/28059

Shri Ganesh Babu Jagtap,

MCOM, AICWA

BCOM, AICWAFlIat - FA-1,
Tesa Maria Apartments,
Church Road, Perungudi
Chennai 600096

M/28066

Shri Hemal Hasmukhlal Vora,
BE, AICWA

C-709, Veena Sarang CHS. Ltd.,
Near Anandibaikale College,

Sai Baba Nagar Extn., Borivli
(West),Mumbai 400092

M/28067

Indira Nagar No. 1, S. V. Road, Shri Amit Prasad,

Vile Parle (West),
Mumbai 400056

M/28060

Shri Laxmish Hegde,
MCOM, AICWA203,
Millenium Park, A-Wing,
Opp. Kajal Apartments,
Dombivili (W)

Mumbai 402122

BCOM(HONS), AICWA

5/11, Buro Shib Tala Main Road,
P.O. Sahapur P.S. Behala,
Kolkata 700038

M/28068

Shri Bal Kishan Gupta,
BSC, BCOM, AICWA
357, Kucha Ghasi Ram,
Chandni Chowk,

Delhi 110006
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M/28069

Shri Dipak Barua,
MCOM, AICWA

31/B, Moore Avenue, P.O.
Regent Park, Tollygunge,
Kolkata 700040

M/28070

Ms Sonali Makode,
MCOM, AICWA

D-4/8, Popular Nagar, Warje-
Malwadi, Bangalore-Mumbai
Highway, Pune 411058

M/28071

Shri Biswaranjan Panda,
BCOM(HONS), AICWA
Adipitha, Kazibazar,
Buxibazar, Cuttack 753001

M/28072

M/28077

Shri Satish Kumar G.,
BCOM, MBA, AICWA
78/8, 1st Cross, 16th Main,
HMT Layout, Mathikare,
Bangalore 560054

M/28078

Mrs. Nitendra Saxena,
BCOM, AICWA

B-401, Sansar Vihar
Apartments, Plot No. 2,
Sector-3. Dwarka,

Delhi 110076

M/28079

Shri Deepesh Das,
BCOM(HONS), AICWA
C.L.T. Buildings, Flat No. 2,
Block-D, 15, Bechulal Road,

Ms Jayalakshmi SundharesanKolkata 700014

BCOM, AICWA

1215, (New No.10), 3rd Main,

Dr. Ambedkar Layout,
Kavalbyrasandra R T
Nagar,Bangalore 560032

M/28073

Shri V. Krishna Gopal,
BCOM, ICWAI

P.O. Box 52194, Arabian Anti
Piracy Allianie, SH. Zayed
Road, 401, City Tower I,
Dubai, U A EDubai

M/28074

Ms Purnima Gulyani,
BCOM, MBA, AICWA

66, Priyadarshini Vihar, Near
New Gupta Colony,

Delhi 110009

M/28075

Shri Surendra Kumar
Addepalli, MCOM, AICWA
203, Ganesh Residency,
Ganesh Nagar, Behind
Kakatiya Bank,
ChintalHyderabad 500054

M/28076

Shri P. Satish Babu,

BBM, AICWA

Plot No. 375, Netaji Housing
Colony, Near Radio Station,
SAP Camp, P.O.
Kurnool,Kurnool 518003
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M/28080

Miss Mugdha Ravindra Joshi,
MCOM, AICWA

1451, Sadashiv Peth,
Kashinath Smruti Apts.,
Pune 411030

M/28081

Ms Kekane Meghana Keshav,
MCOM, AICWA

4, Parth Sadan, 89/90
Lokmanya Colony, Kothrud,
Pune 411029

M/28082

Mrs Kinjal Maitrik Diwan,
MCOM, AICWA

A/5, Satellite Plaza Row
House, Nr. Mansi Tower,
Premchandnagar Road,
Satellite, Ahmedabad 380015

M/28083

Shri Parag P Shah,

BCOM, AICWA

D-9, Pragati Nagar, 51,
Kallikuppam Road,
Ambattur, Chennai 600053
M/28084

Shri Sanjeev Kumar Rastogi,
BCOM, AICWA

31/503, HP Nagar (East),
Vasi Naka, Chembur,
Mumbai 400074

M/28085

Shri Biren Kumar Barik,
MCOM, AICWA

Flat No. 7, Girnar Niwas
Co-op Society, Bijlee Nagar,
Chinchwad,Pune 411033

M/28086

Shri Anil Kumar Dosapati,
BA, AICWA

F. No. 204, Surya Towers,
Nr. Venkateswara Temple,
Sainagar, Balanagar,
Hyderabad 500042

M/28087

Miss Anupama Ramani,
BCOM, AICWA

No. 534, 2nd Main, 10th
Cross, MICO Layout,

(N.S. Palya) Bangalore 56007

M/28088

Shri Shaik Farook Musthafa,

MBA, AICWA
Flat No. 103, Teja Sunshine

Apartments, 16 D Cross, 1st

M/28092

Shri Alokesh Roy,

BSC, AICWA

Flat - 3, Block - 10,

Building - 3, Salmiya, Kuwait

M/28093

Shri Sandeep Kumar,
BCOM(HONS), AICWA
Bhushan Power & Steel Ltd.,
Flat No. 1A, NH-2, Delhi Road,
Bangihatti, P.O. Mallickpara,
Serampore 712203

M/28094

Shri Harendra Pandey,

BCOM(HONS), AICWA

M-315, RNA Court, Opp.

Phase-Ill, Behind Poonam
omplex, Mira Road (E),
hane 401107

M/28095

Shri Sanjay Pukhraj Jain,
BCOM, ACA, AICWA202,
Navkar Darshan, B-Wing, 3rd

Main, Pai Layout, Old Madras':loor' Alster Road, Near Nagina

Road, Nr. TIN Factory
Bangalore 560016

M/28089

Mrs Anita Kuntal Dave,
MCOM, AICWA

11, Bhavin Park Society,
Nr. Vastrapur Railway
Crossing, Vejalpur,
Ahmedabad 380051

M/28090

Miss K. Valliammai,
MSC, MPHIL, AICWA
5/79, MSP Nagar, "Sabari

lllam", Dharapuram 638656

M/28091
Shri Srinath Narayan,
BCOM, AICWA

Hotel, Byculla,Mumbai 400027

M/28096
Shri Prashant Sureshchandra
Sharma, BCOM, AICWA

A Wing / 203, Manodaya

Building, Dattapada Road,
Borivali East, Mumbai 400066

M/28097
Shri Prasanna Kumar Mishra,
BSC, AICWA

At- Arakhapal, PO. Khurusia,
VIA Marthapur DIST.

DhenkanalKhurusia 759023

M/28098

Shri Mishra Pramod Kumar
Harishankar,
BCOM(HONS), AICWA

427, 1st Floor, Padmanabha  7/B, Shyama Charan Mukherjee

Nagar, 9th Main,
Bangalore 560070
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M/28099 M/28106
Miss R. Vimala, Shri T. Bhanu Pradeep,
MCOM, AICWA BA, MBA, AICWA

No. 29, Dr. Srinivasan Street C/0. K'V Narayana Rao,
Extension, Tirupattur, D. No. 11-44-56, |l Floor,

Kummari Street
Vell 635601 . X
etlore Vijayawada 520001

M/28100 M/28107
Shri Rajeev Pushkarna, Shri Binoy R.K.,
BCOM, AICWA BCOM, AICWA
Flat No. 551, Air Force & "REVATHY", Vivekananda
Naval Officers Enclave, Plot  Nagar, Balaramapuram,
No. 11, Sector-7, Trivandrum 695501
Dwarka New Delhi 110075

M/28108
M/28101 Shri Sunil Yadav,

Ms Anila Elizabeth Mathews, BCOM, AICWA
MCOM, MPHIL, AICWA 341, Yadav Tyre Works, Auto

No. 7, VOC Il Street, Market Hisar, Hissar 125001

Collectorate Colony (East),

= ; . M/28109
Aminjikarai, Chennai 600029 Mrs Bindu Ravi lyer
BCOM, AICWA
M/28102 B-701, Akruti-Vega, Sai Wadi,
Shri Pradipta Kumar Das, Andheri (East),
BSC, AICWA Mumbai 400069

1031, Vijaya Heritage
(Amarnath), Uliyan, Kadma, M/28110

BCOM, AICWA
M/28103 S/o. Pitchaiah, 3rd Mile,

Navalok Garden,

Shri Dhulipalla Venkata Nellore 524002

Rangarao,

MCOM, AIC.WA_ M/28111

Clo.LIC SriHari, ASN ShriRamu Lingareddy,

Temple Street, Venkatagiri,  gsc, AICWA

Dist- NelloreNellore 524132 pidatha Polur (V&P)
Muthukur (M.D.) Nellore

M/28104 Dist Nellore 524346

Shri K. R. Rakesh,

BCOM, AICWA M/28112

Kochuveedu, Shri Srihari Pinamurty,
BCOM, AICWA

P.O. Kothamangalam,
Dist- Ernakulam,
Kothamangalam 686691

Clo. P. Srinivas Rao Hanuman
Nagar, Bissam Cuttack,
Rayagada 765019

M/28105 M/28113
Shri Harjit Singh, Shri Deepak Chitrapu,
BCOM(HONS), AICWA MCOM, AICWA

Qtr. No. Villa-A3/42, DSB 122, Ashok Nandavanam,
Colony, NHPC Ltd., Chenab Iyyapanthangal,
Nagar, Kishtwar 182206 Chennai 600077

the management accountant, January, 2010

M/28114

Ms. Amitha Chandrashekar,
MCOM, AICWA

# (FACM)-408, 10th Block,

M/28122

Shri Sukhpreet Singh Bimbra,
BCOM, AICWA

H. No. T-235/11, Hill Marg,

2nd Cross, Central Township, gajjeet Nagar, West Patel Nagar,

HAL Colony, Marathahalli
Post,Bangalore 560037

M/28115

Shri Prashant Tripathi,

BSC, MBL, LLB, AICWA
House No. 61, Sector-7,
Gurgaon 122001

M/28116

Shri Sourabh Gupta,
BCOM, AICWA

Clo. Suniti Sarkar Plot No.
465, Sahid Nagar,
Bhubaneswar 751007

M/28117

Shri Ajay Kumar Agarwal,
BCOM(HONS), ACS,

ACA, AICWA

Flat No. 3B, 3rd Floor,
"Heritage Srijan Tower", Near
ICICI Bank, 188 B,
Manicktala Main Road,
KankurgachiKolkata 700054

M/28118

ShriHemnath Soundarrajan,
MFEM, AICWA

16, Ashton Court, Victoria
Way, Woking, Surrey, United
Kingdom - GU216AL

M/28119

Shri S. Vijay Anand,

BSC, AICWA

9/49, Arunagiri Nathar Street,
T.M.P. Nagar, Padi,

Chennai 600050

M/28120

Shri Satish Sharma,
BCOM, AICWA
C-10, House No. 100,
Yamuna Vihar,

New Delhi 110053

M/28121

Shri Shambhu Kumar Thakur,

BSC, LLB, AICWA
E-120, Delta - |, Greater
Noida, Noida 201308

New Delhi 110008

M/28123

Shri Sachin Jain,
BCOM(HONS), AICWA

Clo. Shri Baba General Store,
Near State Bank, Subji Mandi
Kosikalan (Mathura)
Karakulam 281403

M/28124

ShriNaga Swathi S.,
BCOM, AICWA

C/o. KV Narayana Rao,
D No.- 11-44-56, Il Floor,
Kummari Street,
Vijayawada 520001

M/28125

Mrs Neelima Sunkara,
BCOM, AICWA

D/o. S Papa Rao,

D No.- 40-1/1-14H, Labbipet,
Vijayawada 520010

M/28126

Shri Bhushan Prasad,
BCOM(HONS), AICWA
E-17, Gali No. 12, Mandawali,
Fazalpur, New Delhi 110092

M/28127

Shri Pankaj Bhadula,

BCOM, AICWA

House No. 51, Sector-07, R.K.
Puram, New Delhi 110022

M/28128

Shri Mukesh Kumar Jha,
MCOM, AICWA

D-162, Karam Pura, Shivaji
Marg, New Delhi 110015

M/28129

Ms Annu Sharma,

BCOM, AICWA

V.P.O. Chulkana, House No. 682,
Teh : Samalkha, Dist- Panipat
Panipath 132101
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M/28130

Shri Sunil Kumar,
MCOM, AICWA

H. No. 394, Sector - 21 D,
Faridabad 121001

M/28131
Shri B.V.S.R.M.S.N. Murty,
MCOM, AICWA

M/28137

Ms Revathi G.V,,
BCOM, AICWA

94, 5th Cross, 29th Main,
BTM Il Stage,

Bangalore 560076

M/28138
Shri U Jambukumar,
BCOM, AICWA

H. No. 12-11-204, Hanuman Qjd No. 15, New No. 2(1)

Residency, Brahmin Basti,
Warasiguda,
Secunderabad 500061

M/28132

Sundaram Nagar Il Street
Thirupathi Nagar 4th Main
Road Kolathur

Chennai 600099

Shri N V D S A Phanindranath,M/28139

MBA, AICWA
Flat No. G1, Venkateswara
Residency, Plot No. 234,

Chandragiri Colony, Safalguda

Secunderabad 500056

M/28133
Shri G V S Sai Aravind,
BCOM, MBA, AICWA

Shri Chintapalli Subba Rao,
BSC, AICWA

D. No. 9-7-56/1, Md. Al
Street Gandhi Nagar,

'Kakinada 533004

M/28140

Shri Sourav Kumar Manna,
BCOM(HONS), AICWA

Cl/o. AL Faraa Gen. Cont. Co.

D-1, Vasant Vihar Apartments,| LC P.O. BOX - 15915
Behind Moghul Function Hall AL-AIN, U A EAI Ain

Mogalrajpuram
Vijayawada 520010

M/28134

Shri Talapaneni Mahesh,
MCOM, AICWA
25-1-1330, Netaji Nagar,
Nellore - 4, Nellore 524004

M/28135

Shri Sunil Kumar Mohanta,
BSC, AICWA

No. 2, 4th Cross Street,
Thangaraj Nagar, New
Perungallathur, West
Tambaram,Chennai 600063

M/28136

Shri A. Inbasagaran,
MCOM, AICWA

No. 52, First Floor, Second

Pillai Nagar,
Pondicherry 605013
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M/28141

Shri Prafulla Chandra Jha,
BCOM, MBA, AICWA
16A-408, HIG, Vasundhara,
Ghaziabad 201012

M/28142
Shri Yogendra Hamal,
MCOM, AICWAShantinagar,

M/28145

Shri Alex John,

AICWA

Padinjattedahu House,
Malamekkara, Adoor (P.O.)
Dist. Pathanamthitta,
Adoor 691523

M/28146

Shri Rajendrakumar P Kaimal,
AICWA

Flat No. 1202, Sector-R-3,
"C" Wing, Orchid Enclave,
Nihars Amrit Shakti,
Chandivali, Andheri
(East),Mumbai 400072

M/28147

Shri A Gnanasekaran,
MCOM, AICWA

New No. 3 (Old No. 1/2),
Ganapathy Street, West
Mambalam, Chennai 600033

M/28148

Ms. B. Vijayalakshmi,
BCOM, AICWA

No. 57/1, C.G.N.G Street,
Varadharajapuram, Ambattur,
Chennai 600053

M/28149

M/28152

Shri Prasanna Kumar Sahu,
BCOM(HONS), AICWA

Qrs. No. 1836, Type-IV, Nehru
Nagar, Nr. Old Central School,
Jail Road, Nashik Road,Nasik
422101

M/28153

Shri Avinash Shridhar Khare,
BCOM, AICWA

B-22, "Samruddhi”, Rajarshi
Shahu Society, Pune-Satara Road,
Pune 411037

M/28154

Shri Vijay Rameshchandra
Mandaliya, MCOM, AICWA
B/9, Takshashila Apartment,
Opp. Jethabhai Park, Narayan
Nagar Road, Paldi,
Ahmedabad 380007

M/28155

Ms Rabeka Sinha,

BSC, AICWA

C/o. Dilip Kumar Dutta,
58/107, R. K. Road, Chatra,
Mannapara, Serampore,
Dist- Hooghly

Serampore 712204

Shri M Chandra Sekhara Sastryy1/28156

BCOM, AICWA

Shri Prakash Kumar Puhan,

Flat 3 G4, Bhargav Residency,BCOM, AICWA

Plot-18, 19, 20, Sai Narayan
Reddy Colony, Nizampet
Village,Hyderabad 500072

Sector - 3/C-18/203 Mira Road

(E), Thane 401107

M/28143

Shri Ashish Kumar,
BCOM(HONS),
AICWABIock No. 12,

Flat No. 210, Lodhi Colony,
New Delhi 110003

M/28144

M/28150

Shri Venkata Naveen Lalam,
BCOM, AICWA

301, H. No. 20, Electron
Building, 8th Main, 1st Cross,
Vinayakanagar,

Bangalore 560017

M/28151
Ms Shilpa Girish Peswani,

Shri Malleswara Durga PrasadMCOM, AICWA
Cross Street, Anandha Renga MCOM, FCS, AICWA
10-03-20, East Marredpally, Gorai - 2, Plot No. 67, Borivali Jharupara Village,

Secunderabad 500026

202, Jal Darshan CHS Ltd.,

(West), Mumbai 400091

C/o. Bhabani Shankar Pattnaik,
At. Sikharpur, Upper Sahi, Near
New Mal Godown Road, P.O.
College Square,Cuttack 753003

M/28157

Shri Rajesh Kumar Das,
BCOM(HONS), AICWA

R - 210/6, Cotton Mill Lane,

P.O. Badartala, Kolkata 700044

M/28158

Shri Gyanaranjan Dalai,
BCOM(HONS), AICWA

S/o. Chandramani Dalai, Plot No.
1014, Near Mangala Temple,

Bhubaneswar 751006
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M/28159

Shri Amit Kumar Sanki,
MCOM, AICWA44,
Panchabati, PO-Natagarh,

Dist-24 Parganas(N), Sodepur

Kolkata 700113

M/28160

Shri Harinder Kaur,
MCOM, AICWA

# B-ll, 704/2, Satnam Nagar,
Near New Grain Market,
Jalandhar City 144008

M/28161
Mrs M.S. Sudha,
MCOM, AICWA

Flat No. 3, PRR Homes, Plot

No. 1, Ganesh Nagar Main
Road, Adambakkam,
Chennai 600088

M/28162

M/28166

M/28174

Shri Vijay Bhagwanrao Shrotre,Shri G. Radhakrishnan,

ME, AICWA
"Mahur’, Plot No. 24,
Sahkarnagar,
Aurangabad 431005

M/28167

Shri Satyajit Mohanty,
MCOM, AICWA

N H P C Ltd., Salt Lake,

Sector-V, Block - DP, Plot No.

3, Kolkata 700091

M/28168

Shri A.R. Rajesh,

BBM, AICWA

Sampengi Nilayam, 235,
Mayor Nagar, 10th Street,

BA, ICWAI

21/26, Shant Nagar Il Street,
F1, Rajus Ruby, Wsarpadi,
Chennai 600039

M/28175

Shri Navin Agarwal,
BCOM(HONS), AICWA
1A/1, Anantram Mukherjee
Lane, Ramkrishnopur,
Howrah 711101

M/28176

Shri M. Jayakumar,
BCOM, AICWA

F/20, New Daulat CHS.,

Peramanur East,Salem 63600%ector-16A, Vashi, Navi

M/28169

Shri Parag Somani,

BCOM, AICWA

"KRISHNA KUNJ", A-66, 80

Shri Prashant Balaji Narnaware Feet Road, Maihesh Nagar,

MCOM, AICWA
H. No. 48/15, Ground Floor,

Tonk Phatak,Jaipur 302015

1st Cross, Cambridge Layout, M/28170

Halasuru, Bangalore 560008

M/28163

Shri S. Krishna,

BCOM, AICWA

No. 25, New Corporation
Quarters, Jakkarayanakere,
Sheshadripuram,
Bangalore 460030

M/28164

Shri Sathish Borker S,
MCOM, AICWA

C/o. Triveni Silks Sarees,
Prabhu Complex, Near Bus
Stand, Moodbidri
Moodbidri 574227

M/28165

Shri Sidhartha Das,
BCOM, MBA, AICWA
Plot No. 220, Unit-3,
Khanavela Nagar,
Bhubaneswar 751001

Mrs Padma Sopan Shinde,
BCOM, FCA, MBA, AICWA
7229, Hanover Parkway,
Suite - D, Green Belt,
Maryland - 20770Maryland

M/28171

Shri Srinivasan Santhanam,
BCOM, AICWA

No. 1, Ist Floor, VI Cross
Extn., Kumaran Nagar

Mumbai 400705

M/28177

Shri Nilesh Jain,

BCOM, LLB, ACS, AICWA
TCFC Finance Limited,
501-502, Raheja Chambers,
Free Press Journal Marg,
Nariman Point,

Mumbai 400021

M/28178

Shri J.V. Niranjan,

BSC, BL, AICWA

18/5, Veera Bhadran Street,
Nungambakkam,

Chennai 600034

M/28179

Lawspet, Pondicherry 605008Shri Prakash Yashvantlal

M/28172

Shri Gostha Behari Jana,
MCOM, AICWA

"Priyam” Apartment, 58/1,
Santoshpur Avenue, ( 3
Avenue South ),
Santoshpur,Kolkata 700075

M/28173
Shri Ajaya Kumar Das,
MCOM, AICWA

Rasania,

MCOM, AICWA

2, Sona Apartment, Heera
Baug, Ambawadi,
Ahmedabad 380006

M/28180

Shri George Eapen,
BCOM, AICWA

Zamil Industrial, P.O. Box

14441, Dammam, Kingdom of

Clo. Jatindra Singh, Thoriasahioaudi Arabia, Pin No.
Mangalobag, Cuttack 753001 31424Dammam
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M/28181

Shri Santosh Kumar Pandey, BA,
AICWA

H. No. 45-A, New Friends
Colony, Behind Singla Nursing
Home, Model Town,

Panipat, 132103

M/28182

Shri V.P. Ramprasad,

ACA, AICWA

No. 5/5, Sri Chamundi Flats, 13th
Street, Thillai Ganga Nagar,
Chennai 600061

M/28183

Shri Vissapragada Veera Venkata
Naga Chaitanya,

BSC, AICWA

S/o. P. V. Subbalakshmi,

D.No. 9-52, Geddapeta,
Jaggampeta 533435

M/28184

Shri Manmath Kumar Das,
BSC(HONS), MBA, AICWA
No. 18, Sai Flat, 29th Street
Extn., T. G. Nagar, Nanganallur,
Chennai 600018

M/28185

Shri Shib Sankar Ghosh,
BCOM(HONS), AICWA
422, Olaichandi Tala, Sarat
Sarani, PO+Dist- Hooghly,
Hooghly 712103

M/28186

Shri P. J. Joseph,

BSC, AICWA

No-475 B Block, Aecs Layout
Kundalahalli, Bangalore 560037

M/28187

Shri Jaydeep Phookan,
BCOM, AICWAFIlat No. C3,
Luv Kush Apartments, Zoo
Road, Senduri Ali,
Guwahati 781024

M/28188

Shri Sourabh Jain,

BCOM, AICWAC/o. Parveen
Kumar Jain, 8/1129, Jain Bagh,
Veer Nagar, Saharanpur 247001
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M/28189

Shri Subhendu Kumar Mishra, Dr P.M. Deleep Kumar,

BCOM, AICWA
UL. Raabego 2B,
Lokal 80, 02-793,

War s Zawa, Poland Warszawa/angad Post, Kollam 691015

M/28190

Shri Vedantam Leela Krishna,

BCOM, ACA, AICWA
H. No. 12-1-331/38.B,
Dattatreya Colony,
Hyderabad 500028

M/28191

Ms Anitha Kandoor Aithal,
BCOM, AICWA

Flat No. 201, "Revankar
Towers", 983, Ideal Homes
Co-op. Housing Society,
Rajarajeshwari Nagar,
Bangalore 560098

M/28192

Shri Sanjiv Kumar Prusty,
BCOM(HONS), AICWA
At/PO. Balipal, Via-

Kushaleswar, Dist- Keonjhar,

Balipal 758025

M/28193

Shri Ajith P.K.,

AICWA

"APARNA", EMS Lane,
Karthyayini Temple Road,

Ayyanthole, Thrissur 680003 M/28201

M/28194

Shri Madhav Baliga,

BCOM, AICWA

No. 28, 6th Cross, Anjaneya
Temple Street,
Yellagondapalayam,
Bangalore 560047

M/28195
Shri Ponnala Sasi Kumar,
BCOM, AICWAC/o.

K. Jagadeswara Rao, Munisuf Karama, P.O. Box 120813,

Street, 5th Ward, Narsapur,

W.G. Dist.,Narsapur 534275 Emirates,Dubai
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M/28203

Shri Rajiv Kumar,
MCOM, AICWA16-656,
Indira Nagar,

Lucknow 226016

M/28211

Shri Ankur Goyal,
BCOM(HONS), AICWA

Asha Ram Bhati, Basant Vihar,
Near I.T.I., Palwal 121102

M/28196

MCOM, MPHIL, PHD.,
AICWA
Kalindi, Near MEA School,

M/28204 M/28212
M/28197 Mrs Anjani Nirav Dalal, Shri Amlendu Kaushik,
Shri Yatrik V Pandya ity AR BCOM(HONS), AICWA
1ML MEY , ir Clo. Arun Kumar Kar 163, Purba
BCOM, AICWA G-802, Kamla Vihar, Mahavir

Sinthee Bye Lane, Dum Dum
Kolkata 700030

Nagar, Kandivali (W),

R-203, Cosmos, Magarpatta Mumbai 400067

Cyber City, Hadapsar,

M/28198 Shri Bhagwan Devraj Padhi, Miss Parmita Banerjee, MCOM,
Ms Shruti Kedia, BCOM, AICWA AICWA

7E, Ballygunge Station Road,
Kolkata 700019

BCOM(HONS), AICWA
101, Hari Kripa Apartments,
Meera Marg, Bani Park,
Jaipur 302016

43/1631, Sector-7,CG S
Colony, Antophill,

Mumbai 400037
M/28214

Shri Subrata Mandal,
BCOM(HONS), AICWA

Clo. Arati Das 22/5, Verner Lane,
Belgharia, Kolkata 700056

M/28206

Shri Dipankar Bandyopadhyay.
BCOM(HONS), AICWA

41 (161/49) G.T. Road,
Baidyabati, Dist- Hooghly,
Baidyabati 712222

M/28199

Shri Khirod Kumar Parida,
BOCM, LLB, AICWA
18-B, BDA Duplex Colony,
AT/PO - Baramunda,

M/28215
Shri Debanjan Ghosh,

Bhubaneswar BCOM(HONS), AICWA
M/2_8207 ] 76/B, Izzatulla Lane, Tollygunge,

M/28200 Shri Chandra Prakash Misra, kolkata 700033

Shri Haridas K. Warrior, MCOM, AICWA

BCOM, AICWA 14, Block - S, Near Kunj Vihar \M/28216

Shri Santanu Chatterjee,
BCOM(HONS), AICWA

48/1, Laxmi Narayan Tala Road
Flat - 1C, P.O. B. Garden,
Howrah 711103

Flat G1, Kumbha Lake Shore Chauraha, Yashoda Nagar,
Apts.- 2, Lake View ResidencyKanpur 208011

Layout, Kodichikkanahalli [IM
(B), P.O. Begur,

Bangalore 560076

M/28208

Mrs. Gauri Rahul Bhagwat,
MCOM, AICWA

Plot No. 52, " Gajanan M/28217
Bunglow ", Pavananagar, Ms. Neha Agarwal,

Chinchwadgaon, Pune 4110?;38(:0'\/I (HONS)’ AlQWA
530, Rabindra Sarani,

Kolkata 700003

Shri Sudarshan Nahar,
MA, AMIE, AICWA
44, Chandra Nagar, Gopalpura

Bye Pass, Tonk Road, '\S/lrfisrfe(\)r:esh Subramanian
Jaipur 302018 BCOM, AICWA M/28218

Ms. Nivedita Pal,
Old No. 11 New No. 21,

M/28202 BSC(HONS), AICWA
Shri Narasimha Prasad Gubbi gg:jrcne;tlzﬁjvzye’ RESEY Haridevpur New Road,
Ramachandra, ' P.O. Haridevpur,

Chennai 600028 Kolkata 700082

BCOM, ACA, AICWA
Flat 14, Rashid Meadhad

i id Il\/|/28210 M/28219
Building, Near President Hotel ¢, . Malyala Madhava Rao, Ms Soma Mukherjee,
BCOM, AICWA AICWA

Dubai, United Arab MC 10, Near Santha SCCL.,

Kothagudem 507117

262/N, Jyotish Roy Road,
Kolkata 700053
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M/28220 M/28228 M/28236 M/28243
Ms A. Nisha, Shri Rakesh Pandey, Shri Prashant Sudhakar Vaze, Shri M. Senthil Murugan, BBA,
MCOM, AICWA BCOM(HONS), AICWA BCOM, AICWA AICWA
10, Rose Gfa_lrden | Cross Clo. Narsingh Prajapati, Near p1anisha 79-B/3, Prabhat General Insurance Officers Qrts.,
Street, I_3aIaJ| Nagar, Shiv Mandlr, Dipugarha, Road, Pune 411004 Building No. 9, Flat No. 41,
Irumbuliyur, East Hazaribagh, Bandra Reclamation, Bandra
Tamb Ch i 600059 H i h 82 1 i

ambaram,Chennai azaribagh 82530 M/28237 (W),Mumbai 400050
M/28221 M/28229 Shri Santosh Kumar Barik, M/28244
Shri Dipesh Kantilal Panchal, Shri Pradeep Krishnarao Patil, BCOM, A|CWA Shri Nilesh Ramesh Patil
MCOM, AICWA BCOM, AICWA Clo. Arun Parida, BCOM. AICWA '
146/1742, Karnavati P.O. Box 10054, Sweihaah, ALRadhakrushna Nagar, Near 104 Te{povan -1, Village Road
Apartment, Part-ll, Paras  Ain, Abudhabi, U.A.E.,Al Ain Balaji Mandir, Bhawani Opp; Nahur Rly ’Station w) '
Nagar, Sola Road, Ahmedabadw/28230 Patna,Kalahandi 766001 Nahur (W),Mumbai 400078 '
380063 Shri Rakesh Kumar Dubey, M/28245 '
ShriSunes Gudhal, D313, 100 L Panpat 12528 Shi Hart Veerama lyer,

0 ) 0 i Shri Manoj Kumar Tripathy,

BE, AICWA Refinery, P.O. Baholi, : PRI EIOEIN, e

3373, Clarine Way E, Dunedin,Panipath 132140 iC(}il::l P P
Florida - 34698-9439 United InNnaliaEIN 22
States of America,Florida M/28231 Gopinathpur, Via-

103, Karama Gold Block,
47C Street, Karama Dubai

Shri Mohit Kumar Kakkar, Bhubaneswar, Dist- M/28246
M/28223 BCOM, AICWA KhurdaBhubaneswar 751002 Shri Amarendra Khuntia,
Shri Sanjay Kumar Kalra, Clo. AL Faraa Group, P.O.Box BCOM, AICWA
LLB, AICWA 15915, AL Ain, United Arab  M/28239 At- Gaithipur, P.O. Narijanga,
15/11, Ashoka Road, Shipra EmiratesAl Ain Shri Robert Fernandes, Via- Tirtol, Dist- Jagatsinghpur,
Sun City, Vaibhavkhand, Indira BCOM(HONS), AICWA Narijanga 754137
Puram,Ghaziabad 201014 M/2.8232 Apartment No. 322, Skylark
Shri Patel Dhaval Kumar, Apartments, Sector-35, PIot-6,M/28247
M/28224 MCOM, AICWA Dwarka New Delhi 110075 Mrs K Rama,
Shri Kalyan Mondal, 7, Gopigeet Society, Near ' MCOM, AICWA
BCOM(HONS), AICWA Jalaram Nagar, Gotri Road, No. 12/1, Natesa Mudali Street,
Ashalata Apartment, 1st Vadodara 390021 M/28240 ; Sai Mandir Apartments,
Floor, 76/D, South Sinthee Ms K. Bhargavi, Venkatapuram, Ambattur,
Road, Kolkata 700030 M/28233 FOUNDATION Chennai 600053
Mrs Kattula Padmini, Flat-"B", 3rd Floor, Vikas
M/28225 MBA, AICWA Plaza, 37-C, Velachery- M/28248
Shri Sanjiv Kumar, Flat - G4, Plot No. 1/3A, 11th Tambaram Main Road, Shri Nitin Kumar,
AICWA Cross Street, Venkateshwara \gjachery,Chennai 600042 BCOM, AICWAE-377, Gali No.
CT/PF?. Shek[l;l.plt,lr, gagar-ll MalnFl)?oad, 7, West Vinod Nagar,
ia- Ramna, Dist- amapuram, Porur, :
Muzaffarpur Chennai 600089 izezal o New Delhi 110092
Muzaffarpur 842002 Shri Hrusikes Panigrahi,
M/28234 BCOM, AICWA M/28249
M/28226 Shri Sukanta Kumar Sahu,  C/o. The India Cements Ltd., SPr! Shah Ehteshamul Hasan,
Shri Avinash Kumar, BCOM(HONS), AICWA Plot No. 40, Link Road, Shardd//COM- ICWAI
BCOM, AICWA 7A, Bentick Street, 4th Floor, Nagar, Banswara, S, [FEnyz, s e
E-102/1, Naraina Vihar, Room No. 403, Kolkata 0 Banswara 327001 Apanments, Chandrashekhaspur.
New Delhi 110028 Bhubaneswar 751024
M/28235
M/28227 Shri Rajarshi Sen, ,\S/lk/jigéjkfhankar Choudhur M/2_8250
Shri Desai Ravindra Vijay, =~ BCOM, AICWA ¥+ Shri Shuvransu Ghosh,
BE, MBA, AICWA House No. 25, 3rd C Main, BCOM(HONS), AICWA BCOM(HONS), AICWA
Sector - 24, K - F, Reliance  Rathan Singh Layout, 28/7, Mahendra Banerjee  Flat-5, Block-G, Sudakshina
Greens, Jamnagar, Kavalbyrasandra, R. T. Road, Behala, Estate-B, 96 Raja S.C. Mullick
Jamnagar 361142 Nagar,Bangalore 560032 Kolkata 700060 Road Kolkata 700047
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M/28251

Shri Subrata Mallik,
MCOM, LLB, AICWAP.O.
Santragachi, Ramrajatala,
Sastitala, Kona Road, Land
Mark "Amitalaya”, Howrah
711104

M/28252

Shri Sunanda Choudhury,
BCOM, AICWA

6 Sahid Nagar, Jadavpur, P.O.
Haltu, Kolkata 700078
M/28253

Shri Shyama Prasad Acharya,
BCOM, AICWA

C/O. Haran Mondal, 13B,
Kalibari Road, Santoshpur,
Kolkata 700075

M/28254

Shri Satish Ramabadran,
BCOM, ACA, AICWA

Park Side Apartments, 9-B/1,
Venkatanarayana Road, T.
Nagar, Chennai 600017

M/28255S

hri L. Prakash Prabhakaran,
BCOM, AICWA

C-44, NFL Township,
Vijaipur, Guna,

M. P.Guna 473111

M/28256

Shri Shirish Bagul,

BCOM, CPA(AUS),
CMA(AUS), AICWA

14, Barina Road, Oak Park,
VIC - 3046, Australia

M/28257

Shri Mukesh Trehan,
BCOM(HONS), ACS,
AICWA

2387, Sector-C, Pocket-ll,
Vasant Kunj,

New Delhi 110070

M/28258

Shri Sandeep Goswami,
BCOM, AICWA

1345 Sagewood Crescent,
Oakuville, Ontario, Canada,
L6M 4A40ntario
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M/28259

Shri Gireesh Kumar
Damodaran,

BCOM, AICWAKCA
DEUTAG DRILLING

GMBH P O Box 17240, Jebel Gurgaon 122001
Ali Free Zone South, Dubai, U

A E., 17240

M/28260

Shri Sumit Kumar,
BCOM, AICWA

E B 62 Quilla Mohalla,
Jalandhar 144001
M/28261

Shri Patel Jay Kanaiyalal,
MCOM, AICWA

"Shriji Nivas", B-85,
Abhinandan Swamy Society,
H B Kapadia School Road,
Mem Nagar,

Ahmedabad 380052

M/28262

Shri Jojo James,

MCOM, MBA, ACA,
AICWAChennoth House,
Varanadu-P.O., Cherthallai,
Alappuzha-Dist,
Alappuzha 688543

M/28263

Shri Ramakrishnan
Ramkumar, BSC,
AICWA15745 Rothschild CT
Haymarket,

VA 20169 U S AVirginia

M/28264

Shri Uma Shankar Yadav,
MCOM, AICWA

At- Lane No. 15, Irrigation
Coloney, Bhawanipatna,
Dist- Kalahandi
Bhawanipatna 766001

M/28265
Shri Shiba Shankar Ghosh,
BCOM, AICWA

C/o. N K Ghosh Plot No. 655,

Behera Sahi, Nayapalli,
Bhubaneswar 751012
M/28266

Mrs Kavita Kuchhal,
BCOM, AICWAA-967/17,
Indira Nagar,

Lucknow 226016

M/28267 M/28276
Shri Sayed Sheful Hoda, Shri Ravi Bindal, MCOM,
BCOM(HONS), AICWA AICWA

Rites Limited, Rites Bhawan, KcC5/1, Aswini Nagar,

Plot No. 1, Sector-29, Classic Apartments, Baguihati,
Kolkata 700059

M/28268

Shri D. Prakash,

BCOM, AICWA

3/157, Avvai Nagar (Thottam),
Naickenpalayam Post,
Coimbatore 641020

M/28277

Shri Mukund Vasantrao
Dashputre, BCOM, AICWA

103, Vrundavan Apartments,
Parmanand Society, Ramannagar,
Nr, Daxini Rly. Crossing,

M/28269 ManinagarAhmedabad 380008
Shri Rabindra Nahak,

BCOM(HONS), AICWA M/28278

Orissa Hostel, 52/B, Shri Patel Rinalben Amrutbhai,
Beninandan Street, MCOM, AICWA

Bhowanipur, Kolkata 700025 B 27, New Navjyot Society,
Opp. New Nikita Park Society,

M/28270 Memnagar, Ahmedabad 380052

Shri Vikrant Kumatr,
BCOM(HONS), AICWA
1/D, Ram Narayan Motilal
Lane, Kolkata 700014

M/28279

Shri Vedha Moorthy Raghu,
BCOM, ACA, AICWA

Building No. 8, Flat No. 11, Essa
AL Qatami Street,

Salmiya Kuwait

M/28271

Ms Priyanka Gupta,
BCOM(HONS), ACA,
AICWAB89, G T Road (South),

Howrah 711101 M/28280
Shri N. Mugundhan, BA,
M/28272 AICWA

19/6, Viswanatha Puram, 3rd
Street, Kodambakkam,
Chennai 600024

Miss Sneha Kumari,
BCOM(HONS), AICWA

Cl/o. Deepak Medical Hall,
Near Devisthan, Paliganj, Dist-
PatnaPatna 801110 M/28281

Shri C. Mahesh Kumar,
BCOM, AICWA44/28, Flat No.
2B, Bageerathy Apartments,
Alamelumangapuram,
Mylapore,Chennai 600004

M/28273

Shri Pawan Kumar,
BCOM(HONS), AICWA
C/o. Umesh Saw 2/40,
Azadgarh, P.O. Regent Park,

Kolkata 700040 M/28282

Shri Avijit Mondal,
BCOM(HONS), AICWA4
4/2, Fakir Das Mondal Lane,
Howrah 711101

M/28274

Shri Bikram Singh,
BCOM, AICWA11,

Pran Nath Pandit Street,
Kolkata 700025

M/28283
M/28275 Shri Pratap Keshori Mahapatra,
Shri Sanjib Basak, MCOM, AICWA

C/o. Umakanta Mishra Shanti
Kutir, Plot No. 20, Jayadurga
Nagar, Nr. Engineering School
Post Office,Berhampur 760010

BCOM(HONS), AICWA
BH 170, Vidyasagar Pally,
Jorakhana, Krishnapur,
Kolkata 700102
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M/28284

Shri Binod Bihari Nayak,
BCOM(HONS), AICWA
C/o. N. Rama Krishna Rao,

M/28288 C/28291

Shri Kartik Bharatkumar Radia, pmr. vilayanur Krishnan
BCOM, ACA, CPA, CIA,
AICWA

Gandhinagar 4th Lane, AT/PO301, Vivek Shital Nagar, AShOk(USA)’ SR, AIEHE

Berhampur Dist-
GanjamBerhampur

M/28285

Ms Sangita Pal,
BCOM(HONS), AICWA
Chheda Complex, F-103,
Station Road, Nallasopara
(West), Thane 401203

M/28286

Shri Maheswar Kumar
Mahapatra,

BCOM, AICWA

At- 1/108/3, Azadgarh, P.O.

Chakravarthy Cross Road-1, Finance Manager - Arabic
Kandivli (East),
Mumbai 400101 P.O. Box 26170, Manama,

Kingdom of Bahrain

C/28292
C/28289 Dr. Manuel Fernandez,
Mr. Binoy Mathew, MCOM, MPHIL, PHD,

BCOM, CMA(USA), Alcwa CMA(USA), AICWA
Direct Investment Dept. - 18thinstitute of Management
Floor, The Public Institution

for Social Security, P.O. Box International Academic City,

Regent Park, Kolkata 7000405659

M/28287
Mrs Kiran Gupta,
BCOM(HONS), AICWA

Region, Pyrotek Bahrain SPC,

A-17, llird Floor, Pocket-OO, |nstitute of Management

Sector-2, Avantika, Rohini, Accountants, 10, Paragon
Opposite Community Centre prive Montvale

(32 Sq mt.)New Delhi 110085 07645, U.S.A.

24324, Safat 13104,Kuwait  pypai,U.A.E.

Dr. Raef Arthur Lawson,

BS, MBA, PHD, CPA(USA), C/28293

CMA(USA), CFA(USA), .

AICWA Mr. Abdula2|z Mohd.
Faraj Al Mulla,

CMA(USA), AICWA
P.O. Box 16292,
Dubai, U.A.E.

C/28294
Mr. Areekara Raghavan Dinesan,

Haridas, BCOM, ACS, CMA BCOM, CMA(USA), AICWA

Pico International (Bahrain)
S.P.C., No. 1 Manama Center,
Bldg. 66, Government Avenue,
Manama Town 316, P.O. Box
13990,Kingdom of Bahrain

C/28295

Mr. Padmanabhan
Ramasubramanian,

MCOM, CMA(USA), CIA,

CISA, AICWA

Asstt. Manager - Fleet Accounts,

Technology, P.O. Box 345006, United Arab Shipping Co., 4th

Floor, P.B. 3636, Safat -
13037Kuwait

C/28296

Mr. Thomas Chiramel Ouseph,
MCOM, CMA(USA), AICWA
Flat 21, Bldg. 663, Road 1123,
Area 311, Salmaniya, Manama,
P.O. Box 21635,

Kingdom of Bahrain
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PEOPLE AT THE HELM

his future endeavours.

N\

\\

Shri M. K. Mittal, Member of ICWAI has been appointed as Director (Finance) in Hindystan
Organic Chemicals Limited, Mumbai by Government of India, Ministry of Chemicals
Fertilizers. Prior to this assignment, Shri Mittal was Zonal Manager (North Zone) in Rural
Electrification Corporation Limited, Chandigarh. We wish Mr. Mittal the very best ir

fy

all

4

,---\
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HEARTY FELICIT ATIONS

Shri Sanjoy Bhattacherjee, member of our Institute (M-9706), B.Com, LLB has Deen
promoted as DGM (Finance) in Power Grid Corp of India Ltd. He was working as Ghief
Finance Manager (CFM) as well as Head of Finance. He is Patron of Patna Chapter pf Cost
Accountants. We wish him all the best in all his future endeavours. !

----------------------------------_I
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. THEINSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

B

'I_;-' )| ﬁ. (Set up under an Act of Parliament in the year

T ; 1944-founder member of IFAC, CAPA & SAFA)
R

WESTERN INDIA REGIONAL COST CONFERENCE 2010
Dear Sir/ Madam,

We have the pleasure to inform you that the Western India Regional Cost Conference is being hosted by the Aurangabad
Chapter of Cost Accountant of the 1C WAI offE&b and 12Feb 2010 in the Historical City of Aurangabad in Marathwada.

|The theme is "Challenges of Change - IFRS, GST & Direct Tax Code['

The Institute of Cost and Works Accountant of India (ICWAI) has been set up under an Act of Parliament. Since 65 years,
ICWAI is the apex and only statutory body in India engaged mainly in promoting and developing cost and management
accounting profession. With a mission of producing world class Management Accountants, to take up the cost leadership
challenge in the emerging economy.

The Institute operates with more than 180,000 students and 40,000 overall members spread all over the country and abroad.
The institute operates through its four regional councils, 104 chapters including 6 overseas centers.

Aurangabad chapter of cost accountants has come a long way in the last 20 years. It started with 2 students in 1989. The
small dream of the fastest growing Asian city then has now resulted in student strength of 800 per year. The success of this
chapter has grown further with addition of more than 60 cost accountants in the last two years.

With the signs of the recovery in global economy and stable political situation in the country makes a cohesive situation to
take up the pending reforms. The Union government in its agenda has already announced series of Accounting and Tax
Reforms. The theme of the two days regional cost conference is appropriately chosen based on current topics of importance
like | FRS, GST, Valuation and Cost Management.

| FRS is a common base that should lead to create greater transparency, comprehensibility, usefulness for users and
comparability on a global scale. With business turning global, it is important that investors are able to compare companies
under similar standards. Likewise, it is important for businesses operating in multiple countries to be able to credte financia
statements that are understandable in all of the countries they operate in.

Goods and Services Tax, the second biggest tax reform of the country is under wide discussions and debate. The success o
VAT implemented by the States has led to the next major step of the reform to look for the unified tax system of indirect taxes
World wide our country depicts a true picture of "Unity in Diversity", the same is expected through this tax reform.

“CHANGE AND PAIN ARE SYNONYMOUS
&

SUCCESS DEMANDS WE DEAL WITH BOTH”

Our effort through this seminar is to make each stakeholder of this reform to know the correct implications of the same. It sha
help to understand better and to overcome the CHALLENGES of CHANGE under IFRS and GST.

Eminent resource persons from renowned institutes, business schools, industry, service sector, and government departmen
will present their views on the technical sessions. We are confident that the deliberations in the Technical sessions will be
of very high quality which will enrich the delegates and will also facilitate the industry, Business Houses, Practitioners, and
Students to enhance and sustain competencies under changing reforms.

This convention will benefit the CEOs, CFOs, Managers, Management Accountants, Professionals and Management team
members of all enterprises. This will also benefit to the students of the professional courses in the field of Accounting,
Taxation, and Management.

Your kind support is solicited for the following:

Providing entries for delegates
Advertisements in the Conference Souvenir
Sponsoring the events of the Conference
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While appreciating your continued support to this profession, we expect all co-operation and guidance from you for making
this conference a great success.

Aurangabad chapter is looking forward to host you in the wonderful tourist city of Aurangabad. Wishing you a very happy
and prosperous New Year 2010!!!
With Warm Regards

Sanjay Mundade A R Joshi M R Pandit Bére R GModani
Chairman Chairman Chairman Chairman Chairman
ACCA Training & Professional Executive Advisory
Education Development Committee Committee
9970160229 9325228194 9370115382 9860221012 9823199492

Contact us at : Aurangabad Chapter of Cost Accountants, Ph no 0240-235 1848, Telefax 0240-232 1828, Mobile 094231 47312
(Shirish) Email : rcc2010@rediffmail.com, aurangabad@icwai.org, wircc2010@Qmail.com

Western India Regional Cost Conference 2010 Western India Regional Cost Conference 2010
Challenges of Change — IFRS, GST and Direct Tax Code| Challenges of Change — IFRS, GST and Direct Tax Code
Day 1 : 11" February 2010, Thursday Day 2 : 12" February 2010, Friday
9.00-9.30 Registration 10.00-11.00 Inaugural Speech
9.30-10.00 Interaction of delegates with members | 11.00-11.30 Interaction with Guests by Members,
10.00-11.00  Inaugural Session Delegates (Tea Break)
11.00-11.30 TeBreak 11.30-13.00 &chnical Session 1 Goods and Services Tax
11.30-13.00 &chnical Session 1 IFRS 13.00-14.00 Lunch i&ak
13.00-14.00 uinch Break 14.00-15.30 New Direct Tax Code
14.00-15.00 Challenges of Change: Industry 15.30-1545 TeBreak
perspective 15.45-16.45 Yledictory: Challenges of Change—
15.00-15.15 TeBreak How to Steer?
15.15-17.45 Yluation management and Risk Remarks from ICWAI — President and
Management Key members, CCMs
17.45 onwards President address to WIRC Chapters | 16.45 onwards  &te of thanks and National Anthem
Meet, Cultural evening

Western India Regional Cost Western India Regional Cost Conference 2010
Challenges of Change — IFRS, GST and Direct Tax Code
Conference 2010

CATEGORY FEES
Challenges of Change COMPANY DELEGATE 3000/
-IFRS, GST, and Direct Tax Code PRACTISING MEMBER 2500/

STUDENT FINAL CWA 1500/-

Dates : 1%& 12" February 2010

Venue: Tapadiya Natya Mandir Fees includes Souvenir, Technical Literature, Lunch and high

Nirala Bazar, AurangabadIeas for both the days

Maharashtra, India i , :
Our travel help desk shall provide assistance for outstation

delegates to suitable accomodation at Aurangabad and to
sight seeing tours at reasonable costs.

Hosted by
Aurangabad Chapter of Cost Accountants
(Efforts of last 20 years)
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Legal Updates

Ministry of Finance, Government of India
Circular No. 31/2009-Cus
F.No.: DGEP/G&J/490/2006
Govt. of India
Ministry of Finance
Department of Revenue
Central Board of Excise & Customs
Directorate General of Export Promotion
New Delhi, the 24th November, 2009

Sub: Setting up Private/Public bonded warehouse for diamonds and gemstones for import and re-export therefrom-reg.

Attention is invited to erstwhile scheme for setting up private/public bonded warehouse in SEZ/DTA for import and re-
exports of cut & polished diamonds, cut & polished colored gems stones, uncut & unset precious & semi precious gemstones,
subject to achievement of minimum value addition of 5% under paragraph 4A.18 of the Foreign Trade Policy 2004-09. This
scheme has now been deleted from the Foreign Trade Policy 2009-14 announced on 27.08.2009 by DGFT.
2. The erstwhile scheme (para 4A.18 of FTP 2004-09) was in operation vide Board's circular No. 28/98-Cus dated 24.04.1998
and clarification issued vide circular No. 47/99-Cus dated 27.07.1999.
3. Inview of withdrawal of the scheme for setting up private/public bonded warehouse for diamonds and gemstones from
Foreign Trade Policy 2009-14, no new private/public bonded warehouse license can be allowed for bonding of diamonds and
gemstones for import and export thereform. Further, such a facility can also not be allowed for non-dutiable goods in term of
section 57 of the Customs Act, 1962.
4. Accordingly, the circular No. 28/98-Cus dated 24.04.1998 stands withdrawn to the above extent.
5. As a transitory arrangement for the existing warehouses to surrender the bonding license, a period of three months is
granted from the date of issue of this circular. For this three months period, diamonds and gemstones may be deemed as
dutiable goods for the purpose of regulatory control and the procedure of ex-bonding of dutiable goods shall be followed.
However, bonding of these goods shall not be allowed in the existing warehouses.
6. Wide publicity may please be given to these instructions by way of issuance of Public/Trade Notice. Suitable Standing
orders/instruction may be issued for guidance of the field officers. Difficulties, if any, in implementation of thesedinstructi
may be brought to the notice of the Directorate General of Export Promotion.
7. This issues with the approval of Central Board of Excise & Customs.
8. Receipt of this circular may kindly be acknowledged.
Yours faithfully
(Praveen Mahajan)
Director

Circular No. 32/2009-Cus.
F.NO.605/61/2007-DBK
Government of India
Ministry of Finance
Department of Revenue
New Delhi, the 25th November 2009.
Sub: Revised norms for execution of Bank Guarantee under specified Export Promotion Schemes - Modifications in
Circular No.17/09-Cus dt.25.05.09 - reg.

| am directed to invite your attention to Circular No.17/2009-Cus. dated 25.05.2009 (herein after referred to as 'the said
circular’) vide which revised norms for execution of Bond / Bank Guarantee (BG) in respect of imports made under the
Advance Authorization / Export Promotion Capital Goods/Duty Free Import Authorization Schemes were notified and to say
that, representations have been received to clarify, whether the status holders other than 'Star Export House' are entitled for
'nil' BG in terms of sl.No.(c) of the Table appended to para 2.1 of the said circular.

2. Theissue has been examined by the Board. The circular no 17/09-Cus. had amende circular No.58/2004-Cus which was
issued in the light of the provisions of the 2004-05 edition of the Foreign Trade Policy (FTP).The FTP-2004 recognized five
categories of Status Holders viz. One star /two star / three star /four star and five star Export Houses. The circular No. 58/
2004-Cus extended the benefit of 'nil' BG to all the five categories through a common phrase 'Star Export House' under sl.No.
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(c) of the Table. The intention of the circular no 58/2004-Cus was therefore to extend the benefit of 'nil' BGto all the status
holders.The sl no. (c) of the table remained unchanged in circular No. 17/09-Cus.
3. As the above categories are now known as Export House, Star Export House, Trading House, Star Trading House and
Premier Trading House respectively in terms of para 3.10.2 of the current FTP, the benefit of 'nil' BG should also be extended
to all categories of status holders.The words 'Star Export House' appearing under sl. No. (c) of the Table may therefore be
read to mean 'Status Holders recognized under the provisions of the Foreign Trade Policy’
4. These instructions may be brought to the notice of the trade / exporters by issuing suitable Trade / Public Notices.
Suitable Standing orders/instructions may be issued for the guidance of the assessing officers. Difficulties faced, if any, in
implementation of the Circular may please be brought to the notice of the Board at an early date.
Receipt of this Circular may kindly be acknowledged.
Yours faithfully,
(P.V.K. Rajasekhar)
OSD (Drawback)

CIRCULAR NO.33/2009-CUSTOMS
F.N0.609/67/2009-DBK
Government of india
MINISTRY OF FINANCE
DEPARTMENT OF REVENUE
CENTRAL BOARD OF EXCISE & CUSTOMS
New Delhi, the 27th of November, 2009

To
All Chief Commissioners of Customs
All Chief Commissioners of Customs & Central Excise/Central Excise
All Director Generals under CBEC/ DG, CEIB/ CDR, CESTAT
All Commissioners of Customs, Customs (Preventive)
All Commissioners of Customs & Central Excise/Central Excise

Sir/Madam,
Subiject: Introduction of new entries in the Drawback Schedule and clarification on certain issues-reg.

The Ministry has issued notification No. 175/2009 Customs (NT) dated 27th November, 2009 introducing the following new
entries in the present Drawback Schedule:-

a) Gold and silver jewellery (711301 & 711302);

b) Rounder's bat, wooden (sports goods) (95069963);

c) Bells, gongs, statuettes, ornaments, picture frames etc of Aluminium and Iron & steel (830603 & 830604);

d) Leather Safety Footwear with protective metal toe (640311);

e) Jars, perfume bottles, candle plate/ coasters, votive, lotion bottle/soap dish, ornamental spheres/ stars/ bells made of
glass (70139991);

f) Lanterns/lamps predominantly of glass (940506).

2. The notification is available at CBEC website www.cbec.gov.in and may please be perused for details. The drawback rates
and caps on other items remain unchanged. Thus, the drawback schedule which was announced vide notification NO. 103/
2008-Cus (NT) dated 29th August, 2008 as amended shall continue to be in operation until a revised schedule is notified.
3. The drawback ates provided for gold & silver jewellery will only be applicable for exports made through the ports /
custom houses as specified in para 4A.12 of the Hand Book of Procedures (vol.1), 2004-2009 after examination by the
jewellery expert appraisers/superintendents to ascertain the quality of gold/silver and the quantum of gold/silver in the
exported items. It may be noted that the drawback rate provided for gold & silver jewellery is a specific rate in teress of rupe
per unit weight of net content of gold/silver in the jewellery. The drawback rates for gold & silver jewellery are equal to the
prevalent import duty on gold/silver.

4. The drawback rates provided for gold & silver jewellery and parts thereof shall not be applicable to goods manufactured
or exported in discharge of export obligation against any scheme of the relevant Export and Import Policy or the Foreign
Trade Policy of the Government of India which provides for duty free import/replenishment/procurement from local sources
of gold/silver.
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5. ltis requested that the export of gold and silver jewellery and parts thereof, which are high value items and for which a
drawback entry is being introduced for the first time, may be closely monitored. A monthly report indicating the quantum of
such exports and drawback availed may be sent to the board for the next six months beginning December 2009 and upto May
2010.
6. The drawback rates provided for bells, gongs, statuettes, ornaments, picture frames etc of Aluminium and Iron & steel;
Jars, perfume bottles, candle plate/ coasters, votive, lotion bottle/soap dish, ornamental spheres/ stars/ bells made of glass
and Lanterns/ lamps made predominantly of glass are the same as the drawback rates presently applicable to artware/
handicraft items made of the respective constituent material. The new entries have been created with a view to minimise
disputes in classification of artware/handicraft items.
7. ltmay be seen that lamps made of brass, copper, iron and aluminium are already covered under tariff items 940502, 940503,
940504 & 940505 respectively of the drawback schedule. These tariff items may also be taken to include lanterns made of the
respective constituent material and the criteria of predominance of constituent material which has been incorporated in the
tariff item 940506 (Lanterns/ lamps made predominantly of glass) may be adopted for classification of items in these tariff
items also.
8. Representations have been received from FIEO, the Indian Silk Export Promotion Council and others that embroidered
silk fabric should be extended the same drawback rate as plain silk fabric. Silk fabric with embroidery is being classified und
heading 5810 of the drawback schedule at some ports. The drawback rate applicable on embroidery under heading 5810 of
the drawback schedule is at 5.7% with cap of Rs. 25.2/kg. On the other hand, the drawback rate for silk fabric falling under
heading 500701 of the drawback schedule is 9.8% with cap of Rs. 295/kg. The issue has been examined by the Board. The
drawback rates for heading 5007 were based on the understanding that silk fabrics, whether plain or embroidered, would be
classified under this heading. It is therefore clarified that till a new drawback schedule is notified, silk fabrics with/witho
embroidery may be extended the same rate as prescribed against the applicable sub headings under heading 5007 of th
drawback schedule. Past cases, if any, pending on this score may be settled accordingly.
9. A suitable Public Notice and Standing Order may be issued for the guidance of the trade and staff.Difficulties faced, if
any, in implementation of the Circular may be brought to the notice of the Board at an early date.
Receipt of the Circular may kindly be acknowledged.
Yours faithfully,
(PRAMOD KUMAR)
TECHNICAL OFFICER (DBK)

F. No. 401 /148/2008-Cus-lII

Government of India

Ministry of Finance

Department of Revenue
Central Board of Excise & Customs
New Delhi dated the 3rd December, 2009

All Commissioners of Customs / Customs (Prev.).
All Commissioners of Customs & Central Excise.

Subject: Implementation of the decisions taken by MoEF in respect of Hazardous Waste (Management, Handling and
Transboundary) Rules, 2008.

Sir/Madam,

Please refer to the Board's instructions of even number dated 24.8.2009 and 15.10.2009 and the Notifications No. S.O. 2447 (E)
dated 23rd September, 2009 and S.O. (E) 1799 dated 21st July, 2009 issued by the Ministry of Environment and Forests
(MoEF) on the above mentioned subject.

2. In this regard, it is stated that the Ministry of Environment and Forests (MoEF) held a meeting on 17.11.2009 with the
State Pollution Control Boards (SPCBs), Central Pollution Control Board and CBEC to ascertain the status of registration
process taken up by the SPCBs concerned and the difficulties faced by the trade in complying with the provisions of the
aforesaid Rules.

3. After deliberations, the MoEF has clarified vide its 0.M.F.N0.22-27/2006-HSMD dated 24.11.2009 on the following points:

() The SPCBs will register the traders at the earliest as per Form - | of the Hazardous Waste (Management, Handling and
Transboundary) Rules, 2008. The Form - I, is the form for obtaining authorisation for collection / reception / treatment /
storage / disposal of hazardous waste. Hence, certain columns of the forms such as SI.No.4 to 7 in Part A, SI.No.8(a) to 8(c)
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and 9in Part B, and SI.No.1 0 in Part C, are not applicable for the importers who are not actual users in respect ef ** (doubl
asterisk) category of waste listed in Schedule Il of Part B to the aforesaid Rules. However, the importers should intimate the
Import Export Code (IEC) No. to the SPCBs. Further, it has been clarified that the traders need to register for impdrt on behal
of actual users with only one SPCB.

(i) The time given for traders to get themselves registered with SPCBs has been extended by MoEF for another two months
i.e. from 30.11.2009 to 31.1.2010. In the meantime, imported shipments of ** (double asterisk) category of waste listed in
Schedule 11l of Part B would, be cleared by Customs authorities subject to all other conditions being met i.e. they must
accompany by Movement Document in Form 9 and Pre-shipment Inspection Certificate and random inspections by Customs
authorities.

(ify The MoEF has explained that prior to the issue of Notification dated 21.7.2009, import of metal scrap was being allowed
without any restriction (i.e. there was no distinction between actual user and trader). The difficulty experiencedafs a result
21.7.2009 notification has been addressed by the subsequent amendment Notification dated 23.9.2009. The purport of the
Rules is to ensure that metal scrap which is otherwise allowed to be imported without MoEF permission and DGFT licence
is not mixed with other illegal waste.

Therefore, MoEF had clarified that the Customs authorities shall be instructed to clear the consignments imported by
traders during the interim period from 21.7.2009 to 23.9.2009 subject to the fulfilment of other essential conditions namely
Form 9 (Movement Document), Pre-shipment Inspection certificate and random inspection by Customs authorities to ensure
that the consignment contain only permitted metal scrap as per declaration.

4. Inview of the above, Board hereby instructs that the above clarifications communicated by MoEF may be implemented
by all the Customs field formations. The designated nodal officers in each of the Commissionerates may be requested to
liaise with the respective State Pollution Control Board for effective implementation of the above clarifications / décisions o
the MoEF.
Yours sincerely,
(Navraj Goyal)
Under Secretary (Customs Policy)
Tel. 2309 4182

Circular No 906/26/2009-CX
F.No. 208/1/2005-CX 6
Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise & Customs
New Delhi, dated 3rd December, 2009
To,
All Chief Commissioners of Customs and Central Excise (including LTU),
All Director Generals,
All Commissioners of Customs and Central Excise (including LTU)
Madam/Sir,

Subject : - Circular No. 824/1/2006-CX-Clarification regarding prospective implementation of orders - regarding.

Attention is invited to Board's Circular No. 824 /1 /2006-CX dated 16th January, 2006 on the aforesaid subject. It has been
reported that some of the Commissionerates have taken a view that once an order has been passed on issues like classificatio
valuation etc., in that case, all subsequent removals must follow the said order even though appeal of the assessee agains
the said order is pending. It has further been reported that in case of removal without conforming to the said order, the goods
have been seized on the ground that these have been cleared in violation of the order passed by the Adjudicating Authority.
2. Theissue has been examined. It is clarified that the said circular nowhere provided for seizure of goods, which are cleared
not in conformity with the adjudication order when the appeal against the said order is pending. Therefore, in such cases
protective show cause notices should be issued to safeguard the revenue, and seizure of goods only for the aforesaid reaso
should not be effected.

3. Trade & Industry as well as field formations may be suitably informed.
4. Receipt of this circular may kindly be acknowledged.
5. Hindi version will follow.
(Madan Mohan)
Under Secretary to the Government of India
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Circular No. 907/27/2009-CX
F.N0.267/141/2009-CX8

Government of India

Ministry of Finance

Department of Revenue
(Central Board of Excise & Customs)
New Delhi, dated the 7th December, 2009.

All Chief Commissioners of Central Excise (including LTU),
All Commissioners of Central Excise (including LTU),
All Director Generals.
Sir/ Madam,
Subject: Clarification on issues related to reversal of cenvat credit on WIP/ finished goods written off in the books of
accounts -reg.

References have been received from field formations stating that as per Rule 3(5B) of CENVAT Credit Rules, 2004, if the
value of inputs is fully written off, then the manufacture is required to pay an amount equal to cenvat credit taken. However,
there is no provision to demand reversal of credit taken on inputs which have gone into manufacture of work in progress
(WIP), semi finished goods and finished goods which have also been written off fully in the books of accounts.

2. The matter has been examined. Rule 3(5B) of the CENVAT Credit Rules, 2004, provides that if the value of any input on
which cenvat credit has been taken is written off fully in the books of accounts, then the manufacturer is required to reverse
the credit taken on the said input. As far as finished goods in concerned, it is stated that excise duty is chargeable on the
activity of manufacture or production. Even though liability for payment of tax has been postponed to the time of removal of
goods for the factory, but still the legal liability to pay the excise duty has been fastened on the goods, when it has been
manufactured or produced. Therefore, normally all goods manufactured suffer excise duty at the time of removal, but if the
manufactured goods are destroyed due to natural causes etc., Rule 21 of Central Excise Rules, 2002, provides for remissior
of duty. Further, Rule 3(5C) of CENVAT Credit Rules, 2004, also requires reversal of credit on the inputs when the duty is
ordered to be remitted under the said Rule 21. Therefore, if the goods have been manufactured, in that case, a manufacture
is liable to pay excise duty unless duty is remitted under Rule 21. Therefore, if the value of finished goods is whtten off, t
manufacturer would be liable to pay excise duty or he would be required to reverse the credit on the inputs used, if duty has
been remitted on finished goods.
3. Asregard writing off work in progress (WIP), it is stated that if the WIP has reached the stage, when it can be considered
as manufactured goods, in that case, the same treatment as applicable to finished goods, discussed in para2 above woul
apply. However, if the activity carried out on the WIP goods cannot be considered as amounting to manufacture, in that case,
the said goods should be considered as input and the treatment for reversal of credit applicable to input would be applicable.
4. Trade & Industry as well as field formations may be suitably informed.
5. Receipt of this circular may kindly be acknowledged.
6. Hindi version will follow.
Yours faithfully,
(Amish Kumar Gupta)
OSD (CX-8)

Circular No. 909/29/09-CX
F.No. 6/4/2009-DS (CX.1 & 4)

Government of India

Ministry of Finance

Department of Revenue
Central Board of Excise and Custom
New Delhi, the 11 December 2009

Director General (All)
Chief Commissioners of Central Excise including LTU (All)
Commissioners of Central Excise (All)
Sir/Madam,
Subject: Inclusion of After Sale Service and Pre-delivery Inspection Charges in the assessable value.
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Please refer to the Minutes of the Conference of Chief Commissioners at Shillong on 30th and 31st October 2009 with
regard to the issue mentioned above at point No 2.9.
2. Onthisissue, the Board has vide point No 7 in circular No. 643/34/2002-CX dated 1-7-2002 clarified as follows:

What about the cost of after sale§ Since these services are provided free by the dealer on behalf of the assessee,
service charges and pre delivery] the cost towards this is included in the dealer's margin (or reimbursed tg him).
inspection (PDI) charges, incurred| This is one of the considerations for sale of the goods (motor vehicles, consumer
by the dealer during the warranty| items etc.) to the dealer and will therefore be governed by Rule 6 of the Valyation
period? Rules on the same grounds as indicated in respect of Advertisement and Publicity
charges. That is, in such cases the after sales service charges and PDI charges
will be included in the assessable value.

3. The tribunal in the case of Maruti Udyog Limited [2004 (170) E.L.T. 245 (Tri. - Del.)] held that these charges are not
includible in the assessable value as these do not accrue to the manufacturer. But recently, the Tribunal has in the case o
Maruti Udyog Ltd, [2009 (238) ELT 186 (T-Del)] doubted the correctness of its earlier decision referred to above, and referred
the following question for consideration by a Larger Bench.

"Whether the charges towards pre-delivery inspection and after-sale-services received by dealers from buyers of the
cars are to be included in the assessable value of cars in the light of the definition of ‘transaction value' given in Section
4(3)(d) of the Central Excise Act."

4. Further, the Supreme Court has in the case of Grasim Industries (C.A. N0.3159/2004), referred the question as to whether
the concept of transaction value under new Section 4 has made any material departure from deemed normal price concept of
erstwhile Section 4(1)(a) of the Act for consideration of the Larger Bench.
5. Inview of the above decisions referring the matter to larger bench, the conference was of the view that in this matter show
cause notices should be issued demanding duty on the value of these activities, and transferred to Call Book pending the
decision of Larger Bench on the issue.
6. The view expressed in the Chief Commissioners Conference has been accepted by the Board and accordingly you may
direct the officers in your jurisdiction to continue issuing show cause notice and transfer them to call book, pending the
decision of larger bench on the issue.
7. Receipt of this circular may be acknowledged
8. Hindi version would follow.
Yours faithfully
Madan Mohan
Under Secretary (CX.1)
F.No. 6/44/2000-CX1

Circular No. 910/30/2009 - CX
F No 6/3/2009-DS (CX 1 & 4)

Government of India

Ministry of Finance

Department of Revenue
Central Board of Central Excise &Customs
New Delhi, the 16 December 2009

To
All the Chief Commissioners of Custom and Central Excise
Director General (CEl), Director General (Audit), Director General (Inspection)
Sir
Subject : Clarification regarding labelling and repacking etc. amounting to manufacture.

It has been brought to the notice of Board that certain dealers are receiving liquid chemicals in bulk in containers and
offloading the same at the dealers' premises or godown into drums of 200ltrs for subsequent marketing of these materials to
customers. Doubts have been raised as to whether such activity would amount to manufacture in terms of Chapter Note 10
to Chapter 29. As the said Chapter Note has been amended in 2008 budget, it has been contested that the said activity is
covered by the present wordings of the Chapter note. The relevant portions of the chapter note reads as under:

Before Amendment (1.03.2008)

10. In relation to products of this Chapter, labelling or relabelling of containers and repacking from bulk packs to i®tail pack
or the adoption of any other treatment to render the product marketable to the consumer, shall amount to 'manufacture’.
After amendment (1.03.2008)
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10. In relation to products of this Chapter, labelling or relabelling of containers or repacking from bulk packs to retail packs
or the adoption of any other treatment to render the product marketable to the consumer, shall amount to 'manufacture’.
2. Whether an operation amounts to repacking from bulk packs to retail packs or not, is a question to be decided on facts.
However before examining the implication of the substitution of word ‘and' by 'or', it is necessary to examine whether the
activity itself is covered by term repacking from bulk packs to retail packs. Hence the first issue which needs to be decided
is whether the "container/ lorry tanker" can be considered as bulk pack.
3. Tribunal has in the case of Ammonia Supply Co. [2001 (131) ELT 626 (T)], held that "As per Note quoted above, labelling
or re-labelling of the container should take place at a time when the goods are packed from bulk packs to retail packs. The
assessee was not getting Ammonia in bulk packs. They were getting it in tankers. Ammonia gas brought in tankers can never
be termed as brought in bulk packs. So the assessee was not repacking the goods from bulk packs to retail packs. Accordingly
the activity undertaken by the assessee in filling the smaller container from bulk container namely tankers can never fall
within the fiction of manufacture as envisaged by Note 10 quoted above."
4. Therefore the tankers cannot be termed as bulk packs and therefore the activity of transferring the goods from tankers
into smaller drums cannot be said to be covered by the said chapter note 10.
5. Pending cases may be disposed of accordingly.
6. Hindi version will follow.

Yours faithfully

Madan Mohan

Under Secretary (CX 1)

F.N0.267144/2009-CX 8
Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs
New Delhi dated 25.11.2009
To,
The Chief Commissioner of Central Excise,
Bangalore Zone,
Madam,
Subject:- Credit of duty under Rule 16 of Central Excise Rules, 2002 on goods brought into the factory-reg.
Please refer to your reference dated 02.04.09 issued from C.No.1V/16/267/2008 C.C.C.Ex(Bz) on the above referred subject
matter.
2. The matter has been examined. The Rule 8(2) of the Central Excise Rules, 2002, provides that "the duty of excise shall be
deemed to have been paid for the purposes of these rules on the excisable goods removed in the manner provided under su
rule(1) and the credit of such duty is allowed, as provided by or under any rule". This provision explains that the invoice of
the returned goods, would be a valid document for availing credit and duty is deemed to have been discharged. Regarding
availing credit on its own invoice, Rule 16(1) of the Central Excise Rules, 2002, allows the assessee to do so. Inany case, th
whole procedure is revenue neutral, in the sense as the duty has to be discharged by the 5th of next month.
3. Inview of above, it is clarified that credit on rejected/ returned goods, received in the factory before prescribed date for
duty payment, can be allowed to be taken under Rule 16(1) of the Central Excise Rules, 2002.
Yours faithfully,
(Amish Kumar Gupta)
OSD (CX-8)
Copy to:- The Chief Commissioners of Central Excise(All) (including LTU) for information please.

F.N0.267141/2009-CX8

Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs
New Delhi dated 07.12.2009

To,
The Chief Commissioner of Central Excise,
Coimbatore Zone.
Subject:- Leviability of duty on capital goods cleared after being put into use for over 10 years-reg.
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Please refer to your letter dated 22.11.08 issued from C.No. 1V/16/203/2008-Tech (CCO) on the above referred subject matter.
2. The matter has been examined. It is clarified that in view of specific provisions under Rule 3(5A) of the CENVAT Credit
Rules, 2004, if the capital goods, on which cenvat credit has been taken, are cleared as waste and scrap, even after a perio
of 10 years, an amount equal to the duty leviable on the transaction value for such capital goods cleared as waste and scrag
would be payable.

Yours faithfully,

(Amish Kumar Gupta)
OSD (CX-8)

Copy to:- The Chief Commissioners of Central Excise(All) (including LTU) for information please.

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

New Delhi, the 2nd December, 2009
Notification No. 43/2009-Service Tax
G. S. R. (E).- Whereas the Central Government is satisfied that a practice was generally prevalent regarding levyx»f service ta
(including non-levy thereof ), under section 66 of the Finance Act, 1994 ( 32 of 1994) (hereinafter referred to as the Finance
Act), on taxable service namely 'business auxiliary services' specified in sub-clause (zzb) of clause 105 of section 65 of the
Finance Act provided by a person ( hereinafter called the 'service provider') to any other person ( hereinafter called the
'service receiver') during the course of manufacture or processing of alcoholic beverages by the service provider, for or on
behalf of the service receiver, and that such services being a taxable service were liable to service tax under the said sub-
clause (zzb) of clause 105 of section 65 of the Finance Act with effect from 1 st day of September 2009, which was not being
levied according to the said practice during the period commencing from the 1 st day of September, 2009 and ending with the
22nd day of September, 2009;
Now, therefore, in exercise of the powers conferred by section 11 C of the Central Excise Act, 1944 (1 of 1944), read with
section 83 of the Finance Act, the Central government hereby directs that the service tax payable on the said taxable service,
namely 'business auxiliary service' provided by the service provider to the service receiver, during the course of manufacture
or processing of alcoholic beverages by the service provider, for or on behalf of the service receiver, which was not being
levied in accordance with the said practice, shall not be required to be paid in respect of such business auxiliary service
provided during the aforesaid period.
(F. No. 332/17/2009 - TRU)
(Prashant Kumar)
Under Secretary

Circular No.-8 /2009
F.N0.385/08/2009-IT(B)
Government of India
Ministry of Finance
Department of Revenue
Central Board of Direct Taxes
New Delhi, dated the 24th November, 2009
Sub: Applicability of provisions under Section 194J of Income Tax Act'61 in the case of transactions by the Third Party
Administrators (TPAS) with Hospitals etc.
A number of representations have been received from various stakeholders regarding applicability of provisions under
Section 194J of Income Tax Act'61 on payments made by Third Party Administrators (TPAS) to hospitals on behalf of
insurance companies for settling medical/insurance claims etc with the hospitals.
2. The matter was examined by the Board. As per provisions of section 194J (1) ‘Any person, not being an individual or a
Hindu undivided family, who is responsible for paying to a resident any sum by way of-
(a) fees for professional services, or
(b) fees for technical services, [or]
[(c)royalty, or
(d) any sum referred to in clause (va) of section 28,]
shall, at the time of credit of such sum to the account of the payee or at the time of payment thereof in cash or by issue of a
cheque or draft or by any other mode, whichever is earlier, deduct an amount equal to ten per cent of such sum as income-
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tax on income comprised therein...". Further as per Explanation (a) to 194J "professional services" means services rendered
by a person in the course of carrying on legal, medical, engineering or architectural profession etc..".
3. The services rendered by hospitals to various patients are primarily medical services and, therefore, provisions of 194J
are applicable on payments made by TPAs to hospitals etc. Further for invoking provisions of 194J, there is no stipulation
that the professional services have to be necessarily rendered to the person who makes payment to hospital. Therefore
TPAs who are making payment on behalf of insurance companies to hospitals for settlement of medical/insurance claims etc
under various schemes including Cashless schemes are liable to deduct tax at source under section 194J on all suct
payments to hospitals etc.
3.1 In view of above, all such past transactions between TPAs and hospitals fall within provisions of Section 194J and
consequence of failure to deduct tax or after deducting tax failure to pay on all such transactions would make the deductor
(TPAs) deemed to be an assessee in default in respect of such tax and also liable for charging of interest under Section 201
(1A) and penalty under Section 271C.
4. Considering the facts and circumstances of the class of cases of TPAs and insurance companies, the Board has decide
that no proceedings u/s 201 may be initiated after the expiry of six years from the end of financial year in which such payment
have been made without deducting tax at source etc by the TPAs. The Board is also of the view that tax demand arising out
of Section 201 (1) in situations arising above, may not be enforced if the deductor(TPA) satisfies the officer in charge of TDS
that the relevant taxes have been paid by the deductee
assessee (hospitals etc.). A certificate from the auditor of the deductee assessee stating that the tax and interest due fror
deductee assessee has been paid for the assessment year concerned would be sufficient compliance for the above purpos
However, this will not alter the liability to charge interest under Section 201 (1A) of the Income Tax Act till paymeist of taxe
by the deductee assessee or liability for penalty under Section 271C of the Income Tax Act as the case may be.
5. The contents of the circular may be brought to the notice of officers and officials working under you for strict compliance.
Hindi version will follow

(Ansuman Pattnaik)

Director (Budget)

Circular No. 9 /2009
F.N0.142/19/2007-TPL
Government of India
Ministry of Finance
Department of Revenue
(Central Board of Direct Taxes)
New Delhi, the 30th November, 2009

Subject:- Remittances to non-residents under section 195 of the Income-tax Act -- remittances of Consular receipts -
clarification reg:-
Reference is drawn to Circular No. 4/2009 dated 29th June, 2009 prescribing the revised procedure for furnishing information
regarding remittances being made to non-residents w.e.f. 1st July, 2009.
2. As per Article 28 of schedule to section 2 of the Diplomatic Relations (Vienna Convention) Act, 1972, the fees and
charges levied by a diplomatic mission in the course of its official duties shall be exempt from all dues and taxes.
3. Inview of the above, while remitting consular receipts abroad, diplomatic missions in India will be required to submit only
a self certified undertaking in Form No 15CA to the remitter bank. They are not required to obtain a certificate from an
accountant/ certificate of Assessing officer (Form 15CB). The procedure for furnishing information regarding remittances of
consular receipts by diplomatic missions in India will be as follows:-
() The diplomatic mission will access the website to electronically upload the remittance details to the Income-tax Department
in Form 15CA (undertaking).
(i) (The diplomatic mission will then take a print out of this filled up Form 15CA (which will bear an acknowledgement
number generated by the system) and sign it. Form 15CA (undertaking) can be signed by the Head of the mission or by an
officer of the mission so authorized by the Head of the mission.
(i) The duly certified Form 15CA (undertaking) will be submitted in duplicate to the Reserve Bank of India / authorized
dealer. The Reserve Bank of India / authorized dealer will in turn forward a copy of the undertaking to the Assessing Officer
concerned.

(Munesh Kumar)

Secretary,
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Central Board of Direct Taxes.
Reserve Bank of India
All these notifications are available on the rbi website "www.rbi.org"
RBI/2009-10/231 DPSS.CO.PD.N0.1102 /02.14.08/ 2009-10 November 24, 2009
All Banks, Payment System Providers and System Participants
Directions for opening and operation of Accounts and settlement of payments for electronic payment transactions involving
intermediaries

RBI/2009-10/242 IDMD.PDRD.No. 2424 / 03.64.00/ 2009-10 December 1, 2009
All Standalone Primary Dealers
Waiver of trade confirmation in Government Securities transactions in OTC market

RBI/2009-10/239 DNBS.PD/CC.N0.165/03.05.002/2009-10 December 1, 2009
AllINBFCs
Capital Adequacy - Risk weightage on Lending through Collateralized Borrowing and Lending Obligation (CBLO)

RBI/2009-10/240

RPCD.CO.RF.BC.N0.44/07.40.06/2009-10 December 1, 2009
All State and Central Co-operative Banks

Credit Information Companies (Regulation) Act, 2005

RBI/2009-10/243 DBOD.No.BL.BC. 65/22.01.001/2009-10 December 1, 2009

All Scheduled Commercial Banks

(excluding RRBs)

Section 23 of the Banking Regulation Act, 1949 - Relaxations in Branch Authorisation Policy

SEBI
Chief General Manager
Office of Investor Assistance and Education
OIAE/Cir-1/2009 November 25, 2009
All Companies whose securities are listed on Stock Exchanges (through
Stock Exchanges)
All recognized Stock Exchanges
All registered Merchant Bankers
Dear Sir/ Madam,
Sub: Issue of No Objection Certificate for release of 1% of issue amount

As per the Listing Agreement with the Stock Exchanges, the issuer company deposits 1% of the issue amount of the
securities offered to the public and/or to the holders of the existing securities of the company, as the case may be, with the
designated stock exchange. This amount was being released to issuer companies after obtaining a No Objection Certificate
(NOC) from SEBI in accordance with the SEBI (Disclosure and Investor Protection) Guidelines, 2000. Since these Guidelines
have now been rescinded, the NOC will be issued henceforth in accordance with this Circular.
2. For the purpose of obtaining the NOC, the issuer company shall submit an application on its letter head addressed to
SEBI in the format specified in Annexure - A, after lapse of 4 months from listing on the Exchange which was the last to permit
listing. The application shall be filed by the post issue lead merchant banker with the concerned designated office of SEBI
under which the registered office of the issuer company falls, as specified in Annexure - B. On the date of application, the
bank guarantees, if any, included in 1% deposit must
have a residual validity of at least 2 months.
3. SEBI shall issue the NOC after satisfying itself that the complaints arising from the issue received by SEBI against the
Company have been resolved to its satisfaction, the Company has been submitting monthly Action Taken Reports on the
complaints forwarded by SEBI to the company as per the proforma specified in Annexure - C, and the fees due to intermediaries
associated with the issue process including ASBA Banks have been paid.
4. All companies whose securities are listed on stock exchanges and all registered merchant bankers are advised to comply
with the aforesaid terms and conditions.
5. The Stock Exchanges are accordingly advised to:
a. bring the provisions of this circular to the notice of all the companies whose securities are listed in the exchange and also
to disseminate the same on the website.
b. make amendments to the relevant Listing Agreement, bye-laws, rules and regulations for the implementation of the terms
of this circular, if necessary.
6. This circular is issued in exercise of powers conferred under Section 11 (1) of the Securities and Exchange Board of India
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Act, 1992 to protect the interests of investors in securities and to promote the development of, and to regulate the securities
market.
Yours faithfully,
G.P. Garg
Encl: a/a

DEPUTY GENERAL MANAGER

MARKET REGULATION DEPARTMENT

MRD/DSA/SE/CIR-18/2009 December 2, 2009

The Managing Directors / Chief Executive Officers / Executive Directors of All Stock Exchanges
Sub: Limitation period for filing of Arbitration reference

Deputy General Manager

Market Intermediary Regulation and Supervision Department

E-mail: biranchins@sebi.gov.in

MIRSD/ SE /Cir-19/2009 December 3, 2009

The Managing Directors of all Recognized Stock Exchanges

Subject: Dealings between a client and a stock broker (trading members included)

DEPUTY GENERAL MANAGER

Market Regulation Department - Division of Policy

E-mail: harinib@sebi.gov.in

MRD/DoP/SE/Cir- 21 /2009

December 9, 2009

All Stock Exchanges

Dear Sir,

Sub: Preservation of records

1. This circular is issued in supersession of SEBI circular no. SEBI/MRD/SE/Cir- 15/2005 dated August 4, 2005 and SEBI/
MRD/SE/Cir-23/05 dated December 22, 2005.

2. Interms of Rules 14 and 15 of Securities Contracts (Regulation) Rules, 1957 (hereinafter referred to as SCRR, 1957), every
recognized stock exchange and its members are required to maintain and preserve the specified books of account and
documents for a period ranging from two years to five years. Further, as per regulation 18 of SEBI (Stock Brokers & Sub-
brokers) Regulations, 1992 (hereinafter referred to as Stock Broker Regulations), every stock broker shall preserve the
specified books of account and other records for a minimum period of five years. In case such documents are maintained in
electronic form, provisions of Information Technology Act, 2000n in this regard shall be complied with.

3. Further, it has been noticed that enforcement agencies like CBI, Police, Crime Branch etc. have been collecting copies of
the various records/documents during the course of their investigation. The originals of such documents maintained either
in physical or in electronic form or in both would be required by such enforcement agencies during trial of the case also.

4. Inview of the above, it is clarified that if a copy is taken by such enforcement agency either from physical or electronic
record then the respective original is to be maintained till the trial or investigation proceedings have concluded.

5. All the Stock Exchanges are advised to:-

a) make necessary amendments to the bye-laws and Listing Agreement, as applicable ;

b) bring the provisions of this circular to the notice of their members and also to put up the same on the website; and

¢) communicate to SEBI the status of the implementation of the provisions of this circular in the Monthly Development
Report.

6. This circular is being issued in exercise of the powers conferred by Section 11(1) of Securities and Exchange Board of
India Act, 1992 to protect the interest of investors in securities and to promote the development of, and to regulate, the
securities market.

Yours faithfully,
HARINI BALAJI

DEPUTY GENERAL MANAGER

INVESTMENT MANAGEMENT DEPARTMENT

SEBI/IMD/CIR No.12 /186868 /2009 December 11, 2009

All Mutual Funds/Asset Management Companies (AMCSs)

Association of Mutual Funds (AMFI)

Sub: Transactions through some mutual fund distributors and compliance with the SEBI circular on AML
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