EDITORIAL BOARD

The Institute of Cost Accountants of India - Aurang

— -

) /)

=P ANRCANR
December 2012
Quarterly News I

From the Chairman’s Desk
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Editorial
DearAll,

It gives me an immense pleasure and honour to present
Spandan December 2012 edition. New Year is on its way so,
firstly wishing you a Happy and Prosperous New Year 2013.

Presently we are experiencing the changes that have taken
place in Service Tax, Cost Audit & new reporting structure like
XBRL and many more. Being professionals we need to cope-up
with the changes and for the same it’s necessary to educate
ourselves on the ground of Statutory Reporting. Keeping in
mind the recent updates the theme selected for this edition is
“New Era of Statutory Reporting”.

The edition runs beginning with an overview on the theme
from CMA R. P. Gore elaborating on the stages of statutory
reporting in new era, then an excellent article on XBRL by
CMA Pravin Mohani briefing on adaption of XBRL, its benefits
& technological advantages covering its challenges for
implementation. XBRL is one of a family of “XML” languages
which is becoming a standard means of communicating
information between businesses and on the internet. The idea
behind XBRL is simple. Instead of treating financial
information as a block of text - as in a standard internet page
or a printed document, it provides an rdentlfylng tag for each
individual item of data.

Edition moves ahead covering recent a
summary on Amendments in Service Tax CMA Vaibhay
Argade followed by CMA Umesh Ruparel’s article
Sustainability Development in new era. Further, Professmnals
like CA R.G.Zawar sharing their real life experiences
Statutory Reporting. Exceptional article on Dress code% ]
reporting and last but not the least most precious reporting
tool / asset - Men (HR) by CMAS. R. Pimple.

Lastly, enabling a quick glance on the Chapter Events
organised like Training on Communication & Soft skills for
students and CEP Training for members by Mr. Ashvin
Deshpande. News cuttings will take you through the highlights
of Chapter in media.

dition brings you informative and useful stuff on
Statutory Reporting. Thanks to all the professionals for
providing outstanding articles. For feedbacks and valuable
suggestions, do mark a mail on abolipathak36@yahoo.in

tifications and

| express my special thanks to CMA Rajesh Deshmukh,
CMA Pravin Mohani, CMAA. R Joshi and the office bearers for
endless support and entrusting in me the confidence to be the
editor for Spandan editions. | would be failing in my duty if |
don’t acknowledge the support from Mr. Rajendra L. Sanghavi
and Ravikiran D. Patil. Last but not the least thanks to A. K
Graphics, who have taken whole-hearted efforts in designing
the edition.

Wishing you Happy Reading.

Warm Regards,

CMA Aboli Pathak

On Earning : Never depend on single income, make investment to create a second source

Professional Development Committee

Dear Professional Friends,

Season’s greetings to all of you on behalf of Professional
Development Committee. Itis really a pleasure to interact with you
once again.

The last two quarters were full of memorable events for the
Chapter. Chapter had purchased a plot for its own CMA Bhawan. It
is definitely a matter of pride for the Chapter. Total 5 CEP Programs
were conducted during the period June to Sept 2012. In the month
of June, CEP on the topic ‘Cost Accounting Records-Myth and Reality”
was conducted by CMAS R Pimple. CEP on ‘Communication Skills for
Professionals’ was conducted on13" July 2012. Mr. Ashvin Deshpande
from Mumbai, who is a Master NLP Practitioner (certified by
American Board of Neuro Linguistic Programming-ABNLP), was the
faculty for the program. Two CEP Programs were conducted in the
month of August. One, on ‘Transfer Pricing’ by CMA / CAR G Zawar
and another on ‘VAT Audit’ by CMA Shilpa Soni. Full day Seminar on
XBRL was conducted in Sept 2012 at Hotel Vits, which received an
over-whelming response from industry participants as well as
professional practitioners and students. CMA Ashwin Dalwadi and
CMA Malav Dalwadi from Ahmedabad were the expert faculty for the
program. In fact, Aurangabad Chapter was the first to conduct a
seminar on this topic. CMAS B Mundade, Director - Commercial and
CFO, Skoda Auto was the Chief Guest for the Seminar. Study Circle
meeting was conducted in Aug on ‘Negative List of Service Tax’,
which was guided by CMA S R Pimple. This month Dec. 2012 we are
planning to have CEP program on 'Target Costing'. CMA Dr. Shreehari
Chavan will be the faculty for the programme.

There was a change of guard at the Central Council of the
Institute. CMA Rakesh Singh and CMA S. C. Mohanty have been
elected as President and Vice President of the Institute respectively.
Similarly, CMA Shrenik Shah has been elected as Chairman of WIRC. |
take this opportunity to congratulate all the new appointees. We
took the opportunity to felicitate the President, on behalf of our
Chapter, at the hands of CMA R P Gore and CMA Rajesh Gaud at a
functionin Pune.

| also take this opportunity to congratulate the students who have
passed the June 2012 examination, and also CMA Prabhatkumar
Meka, who was successful in Campus Placement at Mumbai. Also
extending best wishes to students appearing for ICAl examination in
Dec. 2012.

Friends, one good news. As per DGFT circular dated 11" Oct 2012,
various documents under Handbook of Procedure Vol. | and
Appendices under Foreign Trade Policy can now be certified by a Cost
Accountant. However, one point of caution as well as opportunity
from MCA vide its General Circular this month. MCA has asked the
members of the three Professional Institutes to ensure quality in
reports filed through XBRL, failure of which may cause penalty.
Caution because all professionals have to be careful about quality of
reports filed and opportunity because those who ensure quality will
definitely have an edge.

| take this opportunity to thank CMA Aboli Pathak and her
editorial team, who with their enthusiasm and initiative, have
brought out this knowledge packed edition of Spandan in time.

Wishing you all a very Happy New Year 2013.
Warm Regards,

CMA Pravin Mohani
Chairman, Professional Development Committee.
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Dear Members and Students,

It gives me immense pleasure in addressing

you all through this journal as a Chairman of Training and
Education Committee. The students should note that
activities of the profession are increasing day by day, due to
‘introduction of cost accounting records rules and cost audit
thereof and more and more areas are being made available
to Cost Accountants. Therefore, the need ﬁ'ﬁh and
dynamic CMA professmnals is bei;g 1

Th'e:‘oral coaching classes for
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new syllabus is again world class syllabus and focus of the

new syllabus is to develop the cost and management
accounting profession with all reqmred technigues and

tools. The syllabus gives adequate importance to subjects

like Com Law, Financial Accounting Standards, Cost
Financial Management and Cost Accounting,
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New Era of Statutory Reporting

If you open MCA site, you may see message from Mr Masood,
Secretary “ With the advancement of information technology in
recent years, information has now become as essential as any
other infrastructure facility like Electricity, road etc for growth of
any €CONOMYu..ueweenense It iNdicates the importance given to
information by the government agencies particularly to the
information about organized / corporate sector. This is sign of
advent of new era where the information gathering, processing,
analyzing is given its due importance in decision making. Those
days are gone when Government used to rely on NSS data, which
was used to be gathered long after the financial year was over. The
transformation started on 1st July 2005 when the MCA21 was
launched i.e. Computerisation of government reporting. It
progressed steadily thereafter till 2009 when it got real
momentum after ill famous Satyam Scam. We can see the
difference in approach before & after Satyam. There are three
aspects of this change or of new era:

a) Change in contents of information required: The basic
stress is now accounting standards / cost accounting standards &
we are no doubt approaching IFRS. There are few area where IFRS
and IND AS differ. There are some areas where there are major
differences/unavoidable differences like in construction contracts
where as in some areas there are avoidable differences / ggrve

TR

b)  Changein mode of transmission. Earlier reports were to
be submitted in PDF format & thus were not rendering themselves
useful for analysis or comparison. Although some information was
available it could not be used unless copied in excel format.

Now the financial reports are to be translated in XBRL format
which is nothing but way of presentation in XML mode. Thus data
can be used as data. The information given can be now understood
by computers easily & could be tabulated & analyzed. Thus MCA
would be able to compile, maintain, analyze & assist in decision
making of government having computer readable data of 8.50 Lac.
Companies.

MCA has developed business taxonomy (Dictionary) & validating
tools. Thus correct data can be now uploaded on the site. India has
now become pioneer in XBRL in costing reports.First you have to
tag the financial statements. That is to relate the financial figure
to MCA report. To tell the machine where figure from financial
statement is tobe carried to & in what name.

There are tools developed / are in process of developments
which translate the financial statement into XBRL 2.1 document.

Thus steps involved are 1) Create valid XBRL 2.1 Document
(instant document). 2) It should be consistent with business
taxonemy & calculation link bases. 3)Compliance to business rules
as specified by regulatory agency (MCA). The whole Exercise

outs. There are some differences llke nomenclature. = i should lead to more efficient regulatory compliance framework
PO, providing reliable information to Government, Investors & others
Major differences / unavoidable differences iowr Stakeholders.
b i :
IND AS No | Particulars IFRS Details in brief CMAR. P. Gore
IND AS 11 Construction IFRIC 12 | Revenue to be considered TO BE PUBLISHED IN THE GAZETTED OF INDIA
contract & stage of completion
IND AS 17 Lease IFRIC Whether an arrangement (PEAXI;FT'?I“)S';I;ITNI.;?:I)
IND AS 106 | Explorati f IFRS 6 33:‘?:‘5 iﬁjksse tandard i GONERRMERIHO BTN
28 °’a| Rl ‘;[ ".LI s TR MINISTRY OF COMMERCE AND INDUSTRY
L {COIEXHE DEPARTMENT OF COMMERCE
TesOUces PUBLIC NOTICE No. 22(RE-2012)/2009-14
=4 4 = NEW DELHI THE 11TH October, 2012
Thus in rec es, the financial statements are nearer
towards IFRS ding them be more transparent & more Subject : - Certification of various documents by Cost
standardized. ould be more acceptable to international Accountants under Handbook of Procedure Vol. | and

business com (it would be easier to go in international
financial mal ce requirements
a) Change | at: There is change in format. Take case of
format of Revised schedule VI to Indian companies act 1956. The
earlier format has largely remained unchanged for decades. Thus
“financial reports of Indian companies were growing out of sync with
companies in other parts of world. If you compare old format with
revised format of schedule - VI follow:ng are the changes which are
evident
e Format of balance sheet anH profit & loss acct (including
change in name) Y
e Current / noncurrent classification of assets & liabilities
e Additional disclosures regarding share cap + movement in
equity
e Longtermborrowing & overdue sundry debtors
e Removal of certain quantitative information as that is
covered in cost accountants’ report
In cost accounting instead of rule based / rigid formats provided
earlier now there are more flexible formats (principle based) That
Government has specified, what information it wants & companies
are left on themselves how to keep the information, cost records ,
collect it & present it. There is complete change in government
approach.

Appendices under Foreign Trade Policy.

In exercise of powers conferred under Para 2.4 of the Foreign
Trade Policy, 2009-14, the Director General of Foreign Trade
hereby makes the following amendments in the Handbook of
Procedure Vol. | and Appendices 2009-2014 in public interest:

1. Wherever the term “Chartered Accountant” appears, it would
deem to mean and include “Cost Accountant” also. Similarly,
wherever the term “FCA” has been used in respect of a
Chartered Accountant, it would deem to mean and include the
term “FCMA” in respect of a Cost Accountant.

2. The words “CANumber” shall be substituted toread a
“Membership Number”.

3. The words “Cost and Works Accountant” shall be substituted
toread as “Cost Accountant”.

Effect of this Public Notice: - Under the EXIM Policy and
Procedure, wherever certification by a Chartered Accountant
was required, the exporters would be able to get certification
done by a Cost Accountant also.

Sd/-
(Anup K.Pujari)
Director General of Foreign Trade E-mail: dgft@nic.in
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The quest for a solution to meet the challenge of providing
timely information to users has seen the emergence of va

technology platforms and applications. In recent times, X
has emerged as a popular, effective alternative for rep
and analysis. XBRL is a freely available, market-drive
and global standard for exchanging business infori

It provides
communicat
savings,
reliability

the broad |
companies a
environmenta

available in X
interactive

new lingua fra ca of usiness information around the world.
option of XBRL across the globe

ly adoption of XBRL has been driven by regulatory
_evolve beyond compliance to more value-

confronted with the app!
because it has been made mand
The most notable XBRL initiatives are a
Across the globe : 4
#SEC, US e Her Majesty’s Revenue a { Customs, UK eStandard
Business reporting (Natherlands, Australia and other
countries)

InIndia: e MCAmandate for Cé&leSEBI's pilot programme for
‘mutual funds e Reserve Bank of India - Basel Il online returns
filing system (ORFS)

In the process of meeting these regulatory mandates
‘companies have realised that XBRL is here to stay and can be
turned int.o acompetitive advantage instead of a burden when

 tasksin gathenng,

| communicating with investors. Companies will ben efit

taken as a core element in the disclosure process.

The current situation

To understand the importance of XBRL it is necessary to
understand the way business reporting is conducted presently.
Business information is consumed and created at various
points in the enterprise that are often not connected to each
other. The management and reporting of business information
does not follow an agreed vocabulary and its dispersion limits
an organisation’s ability to re-use and share information. All
organisations are required to summarise, consolidate,
prepare analyse and often share this information within and
outside theirboundaries.

These activities are motivated by a number of factors
including the following:

nts for regulatory compliances such as tax,
of securities market, etc. e Capital markets
xpectations of transparency in business reporting.
d to commumcate with business partners and

outputs.
lead to fewer eri
companies can aut

forecasting :

the growing importance of websites as a means of
communication. In the long run it helps improve investor
relations by providing more transparent and user-friendly
information. e It enhances efficiencies and cost savings
throughout the regulatory filing process as it helps control
cost of compliance by establishing common or shared
vocabularies e It helps in obtaining quicker responses from
counterparties, including banks and regulators.  One unique
thing about the XBRL is that it is an independent platform or
0S and its integrations with existing business process is a very
simple task. e It facilitates integrated business reporting
through information standardisation.

The technology advantages of XBRL :

- e The following technical features of the XBRL will contribute

to its adoption as the international data standard for
company-wide activities:
o The XBRL is highly extensible, meaning that it can be




modified and added to by the IT staff and business analysts to
suit their specific requirements

« XBRL-enabled solutions provide methods for normalising
data (i.e., eliminating duplicates) across the organisation, yet
remain highly interactive with both internal and external
systems

« With the XBRL, developers can build tools that can be used in
a wide variety of systems, with no need to customise the
interface for the company.

o The implementation of XBRL for large organisations enables
them to do the following:

» Apply business rules to data from disparate sources

« Gain greater efficiency in applying changes to either data or
analysis

« Enjoy additional transparency and control over enterprise
business rules

« Perform analysis with a significantly broader pool of data
(both from internal and external sources)
XBRLimplementation and readiness challenges

Though the XBRL has several benefits there are significant
challenges in its implementation. Some of the challenges
experienced while implementing the XBRL with respect to the
MCAmandate for the companies are as follows:

+ Stable taxonomy: Last year, was the first ever
implementation of the XBRL for corporate financial reporting
in India. Till then the old Schedule VI format was used to
prepare and present the financials of cqijapanies. With a
roadmap drawn to converge to IFRS, the MCA recently revised
the content and format of Schedule VI. With the revision, a
new XBRL taxonomy was developed this year with major
architectural changes in line with the recent IFRS taxonomy

and global taxonomy guidelines. The Indian taxonomy, till

now, has been an unstable one by not giving much time for
research and revie'
= Low awareness: A significant number of finance executives
still don’t know what the XBRL is, how it works or what
problems it can solve. Introduction of the XBRL will place
increased obligations and co-ordination of the financial
reporting process. The key stakeholders should take out time
to learn and educate themselves about the XBRL and discuss
the potential implication of implementing it

~ KeyXBRL stakeholders in an organisation

» Choosing the right implementation option: There are
primarily two implementation options that can be considered
by companies while implementing the XBRL. They are as
follows:

1. Managed services: It involves employee tagging and XBRL
instance document creation as a service model

2. In-house XBRL creation: Procure, install and implement
software products or tools for generating documents by using
the XBRL-aware accounting software products which will
support the export of data in the XBRL form.

These tools allow users to map charts of accounts and other
structures to XBRL tags, or XBRL instance creation tools for
tagging the documents and generating instance documents
Because of various implementation approaches and continued

#Ft

development of XBRL tools, implementation of XBRL for
many companies will be an evolutionary process.

« Creating a right team mix: To realise the full potential and
benefits of the XBRL finance executives need to assemble a
team with the right skills. An ideal team should include both
domain expert and technical expert

« Software selection: Some of the tools for generating and
using the XBRL are still in development, so businesses might
not have all the necessary latest information to choose the
most appropriate applications. Currently, there are no
stringent criteria on the reliability of available software and
the prices vary steeply. Considering the size and complexity
of the financial reporting taxonomies companies should very
minutely evaluate the approach taken for selecting the XBRL
creation software.

« Mapping financial data to the taxonomy tags: Mapping of
the data elements in the financial statements to the
relevant line item in the taxonomy structure is an art as
much as it is a science. It needs strong domain knowledge as
the tagging process has various decision making points and
an incorrect tagging can completely distort a company’s
financial picture. Some examples of the types of errors that
can result due to incorrect tagging are as follows:

— Negative values tagged as positive

— Amounts reported in INR when it should be in lakhs or
crores

— Math and footing errors

— Incorrect tagging (inappropriate element used)

— Failure to break-out tables in the disclosures individually
— General inconsistencies compared to prior periods

— A wide range of other errors and inappropriate tagging
results

Each of these errors adversely impacts the use of the
structured XBRL data by analysts, investors and regulators.
Recently, MCAhas issued a Circular.

However, for the XBRL to take hold in the marketplace, and
its benefits to become widespread, it is important for
financial executives to take an active leadership role in
developing and adopting it for regular use in business
reporting. The most immediate benefit will be a better
managed company using the right information to make
decisions and reporting that information across a more
useful medium. Further, benefits include a lower cost of
capital and more accurate stock price valuation based on
more efficient and complete analysis of the company’s
reported performance.

Soon, companies not reporting in this fashion will be at a real
disadvantage as compared to companies who are utilising
the XBRL.

CMA Pravin Mohani

b
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The Ministry of finance (Department of revenue), Government
of India has made certain changes and brought certain
additional items of services under the ambit of reverse
charges mechanism where the service recipient is liable to pay
tax.Till 30- June 2012 seven services were covered under the
reverse charge mechanism. Now w.e.f.1 July 2012 three
services have been deleted and certain new services have
been added. After the changes, following services are covered
under reverse charge mechanism from 1- July 2012 onwards as
per Notification No.30/2012-Service tax Dated 20° June,2012
read with section 68 (2) of the finance Act,1994 and Rule
2(1)(d) of the service Tax Rules, 1994.

% of
S. Tax to
Nature of Servi T:':lahle Bepatd by,
BESOR Sofvice ue - | recipient of
(%) Service
(i. e. PFC)
Services provided by an insurance agent to 100 100
any person carrying on insurance business
Services provided by a goods transport
agency in respect of transportation of 25 100
goods by road
Services provided by way of Sponsorship 100 100
Services provided by Arbitral Tribunal 100 100
Services provided by an individual
advocate or a firm of advocates by 100 100
way of legal services.
Support Services provided by Government
of local authorities excluding renting of
immovable property, services of 100
Department of Posts, services in relation 100
to an aircraftof a vessel or transport of
goods of passengers.
Services provided by way of renting of a
motor vehicle designed to carry passengers
by any individual, HUF partnership firm
including association of persons.
100
On abated value 40
100 40
On non abated value
Services provided by way of supply of
manpower for any purpose by any 75
individual,HUF Partnership firm including a| 100
jati SONS
Services prnvgded in service partion in
execution of works contract by any 5
individual, HUF, Partnership firm including | 100
association of persons.
Any services provided by any person which
is located in a non taxable territory
i.e. state od Jammu & Kashmir or out of 100 100
i - ts

On Expectations : Honesty is very expensive gift, do not expect

ice Recipients obligations under reverse charge

AL

Further following two additional services have also been
covered under reverse charge mechanism from 7- August, 2012
vide Notification No.45/2012- ST dated 7- August,2012

Payment of sitting fees and reimbursement of expenses 100
etc. to non-executive Directors (including independent

& Govt. nominee directors)

Services provided by way of security services by any 75
individual,HUF partnership firm including association

of persons

The services listed at S| No 4 to 9,10 (if service is provided from
J&K) and 11 & 12 are new services which brought under the
ambit of reverse charge mechanism from 1+ July,2012 and 7+
August,2012 respectively. Out of these services SINo 7 to 9 and
12 are covered under partial reverse charge and in such cases
the payment of service tax is to be made proportionately by
service provider and service recipient.Sitting fees and
reimbursement of expenses to Govt.nominees directors to be
considered as support services of Govt.and thereby covered
under reverse charge w.e.f.1.7.2012

Applicability of Reverse Charge on new services :The
service tax in respect of new services is to be paid by and
entity directly to Government under reverse charge, only if
the date of invoice OR date of completion of service, if invoice
is not issued within 30 days (45 days if service provider is a
banking co. FI/NBFC) of such date if OR date of payment
whichever is earlier, falls after 30- June,2012 or 6-August, 2012
as applicable

Practical Application: In case the new taxable service has
been received before 1= July, 2012 (assuming services received
during the month of June, 2012)

Particulars Tax payable by |Tax
service recipient | payable by
i.e.PFC under  [PFC in case|
reverse charge | invoice not
of not issued

within
specified
time
Invoice has been raised as well as payment | Yes Yes
made on or after 1+ July,2012
Payment made up to 30- June, 2012 but No Yes
invoice has been raised on or after 1- July, 2012
Invoice raised up to 30" June, 2012 but Yes Yes
payment made on or after 1" July, 2012.
Invoice has been raised as well as Yes Yes
payment made up to30” June,2012

@ 30 days from date of completion of service (45 days if service
provider is a banking co. or FI/NBFC) |. In case the new taxable
service has been received on or after 1* July, 2012

Tax payable by service

Particulars recipient i.e.PFC under
reverse charge of not
Invoice has been raised as well as payment
made on or after 1" July,2012 o
Payment made up to 30- June,2012 but
invoice has been raised on or after No
1- July,2012
Invoice raised up to 30 June, 2012 but
payment made on or after 1- July, 2012, |No
Invoice has been raised as well as o

payment made up to 1- July,2012.

1]



Service Tax Payable by service recipient: The Corporation
will pay service tax in respect of services received, directly
to Govt. to the extent shown in above table and not to the
service provider irrespective of fact that service tax is
charged in the bill or not. Practical Application: Bill dated
15+ July, 2012 is received towards manpower services of *
1,00,000/-@12.36% k i.e. © 12,360/-. As the manpower
services are covered under partial reverse charge
mechanism, the corporation will pay to service provider
only “ 1, 00,000/- plus 25% of total service taxi.e. ‘ 3090/-.
The amount representing 75% of service tax i.e. ¢ 9,270/-
would be paid directly by Corporation to the Govt. If in same
case Bill of only “ 1,00,000/- is raised without service tax . In
such case the Corporation will pay to service provider only
1,00,000/-. The amount representing 75% of service taxi.e.
“.9,270/- would be paid directly by Corporation to the Govt.
Payment of service tax under reverse charge: As per rule
6(1) of the service tax Rules,1994, read with rule 7 of the
point of Taxation Rules,2011, the payment in respect @
service tax is required to be made by 6- day ( for elect
deposition) of next month in which the payment
services received (covered under reverse cha
However if in such cases payment is not m

such date. In su
the delay from

Rules, there
services at
entered into
restoration

y date in the notification, it shall be effective from the
~ date of publlcatlon in official gazette i.e.7- August,2012.For
es provided between 1- July,2012 to 6 August

2012, ill be liable to charges service tax.
Nature of service % of ST payable % of ST payable
by service provider by service
Recipient
Services by a director of a | Nil 100
company to the said
| company

All the companies are required to pay service tax under
reverse charge. Threshold exemption limit of Rs.10 lcas is
not available for services taxable under reverse charge.
~Thus, the employer-employee relationship between the
director of a company and company may be created either
by a service agreement or by the articles of the company
themselves.Hence,the remuneration paid to director in
~accordance with the terms of the salary contract can be

% of ST payable % of ST payable
by service provider | by service
J Recipient
| | Services by a security 25 75
el agency to the said

treated as salary.There is distinction between salary and
remuneration.TDS on salary paid to directors is deductible
under section 192 while TDS on any
remuneration,fees,commission etc.in a form other than
salary is deductible under section 194J 91) (ba). Following
clarification is given by CBDT in the Memorandum
explaining the provision of Finance Bill,2012.Under the
existing provisions of the Income-tax Act, a company, being
an employer is required to deduct tax at the time of
payment of salary to its employees including Managing
director/whole time director.However,there is no specific
provision for deduction of tax on the remuneration paid toa
director which is not in the nature of salary. It is proposed to
amend section 194J to provide that tax is required to be
deducted on the remuneration paid to a director, which is
ture of salary, at the rate of 10% of such
. However it is mandatory for all NED Director
ice as now they are covered under the service
gh currently they are not charging as per the

rvices: Security service has been defined
cation N0.46-2012-ST as follows: security
relating to me security of any

uf ahy fact: dﬁﬁctmty

service tax under reverse charge arises
-and service receiver are from any of
Service provider service receiver,
ned under companies
_definition refer next

r cases,liability

Individual bod
Act,1956 (for propri
query), partnershlp fII'ITl,
. topay service tax would be on semce
‘ In view of the discussion made under prec

| reverse charges is not applicable on service provided by one

company to another. Basic exemption limit of Rs.10 lacs is
not available in case of liability to pay service tax under
reverse charge. Service receiver is liable to pay tax from
| first rupee of services received. Security services are
covered by the definition of input services under cenvat
credit rules. If the company is engaged in manufacturing of
taxable goods or providing taxable services, credit of ST
~ paid under reverse charge can be claimed.Liablity of
company to pay service tax under reverse charge is
- independent from liability of security agency. Company
would be liable to pay service tax on monthly basis even
though security agency is lible to pay on quarterly basis.In
- the absence of mention of any date in the notification, it
. shall be effective from the date of publication in official
- gazettei.e.7-August,2012. For period prior to this, liability
- topay ST would be on security agency.

| CMAVaibhav Aargade




Sustainable Development- The View of Hon’ble
Supreme/High Court in various Judgment
Our country India is still a developing nation hence the
question arises that whether the Right to wholesome
environment is a fundamental right protected under Article
21 of the Constitution of India can be protected or not?
Because the country for becoming developed has to rely on
Industrialization but unfortunately it in turn the main factor
behind the degradation of environment. To resolve the issue,
the experts worldwide have come up with a doctrine called
‘Sustainable Development’, i.e. there must be balance
between development and ecology.
History:- The concept of ‘Sustainable Development’ is not a
- 1-ew concept. The doctrine had been came to be known as the
Stockholm declaration in earlier 1972 . It had been stated in
the declaration that:” Man has the fundamental right to
freedom, equality and adequate conditions of life, in an
environment of a quality that permits a life of dignity and well
being and he bears a solemn responsibility to protect aﬁd
improve the environment for present and future genera
But the concept was given a definite shape in a repo
world commission on environment, which was known
common future’. The commlssﬁon which was chaired
then Norway
‘Sustainable D ‘[opmefr_‘xf% as:” Develggm

| under agenda 21 UN
Environme lopment held 1ﬁ9

Jane1ro, Bra

I ent’: Some of thﬁﬁgsf
able Development’ as described in

as follows: -

future generatmns " Thehmam object behind the principle is
to ensure that the present generation should not abuse the

 non-renewable resources so as to deprive the future

generation of its benefit.
b) The Precautionary Principle: It is well stated in English

“That precaution is better than cure”. The doctrine of
precautionary principle is thereby stating the same thing and
therefore it has been recognized as the most important
principle of ‘Sustainable Development’. The principle
denotes the:-

1) The State Government and the local authority must
anticipate, prevent and attack the causes of environmental
degradation.

2) Where there are threats of serious and irreversible
damage, lack of scientific certainty should not used as a

Equity: The principle talks about the |

reason for postponing measures to prevent environmental

degradation.

'~ Development®. Parl

3) The ‘onus of proof” is on the actor or the developer to pmof
that his action is environmentally not harmfulin anyway.

¢) Polluter Pays Principle: The polluter pays principle is a
popular concept which means that if a person causes
pollution, he is liable to clean it up and pay for it. The polluter
pays principle emphasizes on a curative approach and on
repairing the ecological damage done to the environment.
The cost of causing damage to the environment is decided by
the authorities and borne by the polluter.

It originated in 1972 from the guiding principles of the
Organization for Economic Co-operation and Development
(OECD). The OECD defines the polluter pays principle as a
means for, “allocating costs of pollution prevention and
control measures.” The polluter pays principle is enacted at
an international level and recognized by the laws of various
countries throughout the world. Therefore we can say that it
is quite obvious that the object of the above principle was to
make the polluter liable not only for the compensation to the
victims but also for the cost of restoring of environmental
degradation. Once the actor is proved to be guilty, he s liable
to compensate for his act irrelevant of the fact that whether

~ he’s involved in development process or not.

Judicial View/Initiatives : Judiciary in India, more precisely,
me Court and the High Court has played an
important role in preserving the doctrine of ‘Sustainable
: : rious laws to deal
with the problems of environmental degradation. In such a
situation, the supener courts have ptayed a pivotal role in
interpreting those laws to suit the doctrine of ‘Sustainable

- Development’.

It is also to be remembered that most of the environmental

 cases! 'have come before the court through PIL (public interest

) either under Article 32 or under 226 of the
n. The first case on which the apex court had
of ¢ Sustainable Development’ was

Vellore cm zen Fe¢ vs. Union of India. In the
instant case, dispute. tanneries in the state of
Tamil Nadu. These tanneries we ,a:ging effluents in the
river Palar, which was the main source of drinking wa erin the

state .The Hon’ble Supreme Court held that:” a%a.
hesitation in holding that the precautionary principle an
polluter pays principle are part of the environmental law of
India “The court also held that:” Remediation of the damaged
environment is part of the process of ‘Sustainable
Development’ and as such polluter is liable to pay the cost to
the individual sufferers as well as the cost of reversing the
damaged ecology.”

But before Vellore Citizen’s case, the Supreme Court has in
many cases tried to keep the balance between ecology and
development. In Rural Litigation and Entitlement Kendra
Dehradun vs. State of Uttar Pradesh, which was also known as
Doon valley case, dispute arose over mining in the hilly areas.
The Supreme Court after much investigation, ordered for
stopping of mining work and held that:” This would
undoubtedly cause hardship to them, but it is a price that has
to be paid for protecting and safeguarding the right of the




people to live in healthy environment with minimum
disturbance of ecological balance and without avoidable
hazard to them and to their cattle, homes and agricultural
land and undue affection of air, water and environment.”

However, in 1991 in the Rural Litigation and Entitlement
Kendra vs. State of U.P. the Supreme Court allowed a mine to
operate until the expiry of lease as exceptional case on
i condition that
land taken on

/ ‘ P
([ ockts \ lease would be
—a subjected to
afforestation by
Environment | | Econemic the developer.

But as soon as

the notice was

brought before
the court that they have breached the condition and mining
was done in most unscientific way, the Supreme Court
directed the lessee to pay a compensation of three lacs to the
fund of the monitoring committee. This has been directed on
the principle of ‘polluter pays’. Likewise, various forests have
also been protected. In a landmark case Tarun Bhagat Singh
vs. Union of India, the petitioner through a PIL brought to the
notice of the Supreme Court that the State Government of
Rajasthan though empowered to make rules to protect
environment, failed to do so and in contrary allowed mining
ue within the forest area. sequently, the
. issued directives that no mining work or
operation could be continued within the protected area. But
it would be unwi L
environment
development
environment al
Indla, the Supi

out giving any significance to the
spect when dispute arises between
development. In M. C. Mehta vs. Union Of
e Court issued directions towards the
ical stone crushing activities in and around
Delhi, which was declared by WHO as the third most polluted
city in the world. However, it realised the importance of stone
crushing and issued directions for allotment of sites in the new
‘crushing zone’ set up at village Pali in the state of Haryana.
Thus it is quite obvious that the courts give equal importance
to both ecology and development while dealing with the cases

of environmental degradation.

Conclusion: Hence from the above discussion we can say that
the environment and development are two sides of the same
coin. Any one of these cannot be sacrificed for the other. On
the contrary, both are equally important for our better future.
Thus the responsibility not lies only on the Supreme Court and
the various High Courts to deal with these cases with caution
of high degree, but we must also try for our best to protect
Environment as we also don’t have any right to expel future
generation from the natural resources that they can enjoy
along with the pollution free environment and then only, we
will achieve our goal i.e. to secure a pollution free developed
country for our next generation.

CMAUmesh Ruparel

~ Intelligence plus character-that is the goal of true education.

E-filing or E-Harassment?

In Income tax filing of Income Tax Return through website
has became mandatory, to the Non Individual assessees & Tax
Auditees.

Return of Income are uploaded and has to be signed digitally.
The Central Processing Centre for processing these returns is
at Bangaluru. Mails received from Bangaluru are from
‘Donotreply @—-"". The title of mail it self is Do Not Reply.
Hence there is no provision to contact CPC Bangalore
through emails.

You can send the letter to Bangalore but that too you cannot
send it by courier or by registered post. Hence there is no
chance to get acknowledgement from the CPC. And the
possibility of receiving the ordinary post letter is remote.
One may think that, the assessee can contact to local Income.
tax officer/ACIT. However, it is unfortunate that these local
authorities say they are not concerned with e-filed
documents. Where as they select the case of assessee for
scrutiny from e-filed returns, they issue the notice to the
assessee who has filed e-return. That time no officer will say
that he will not do scrutiny of efiled returns.

Many a time there are errors in e-filing the return or e-
processing the returns or making e-payments through bank.
In such cases the intimations received from CPC through
“DONOT REPLY” are either of demand or of less refund.

Here assessee is expected to make rectification U/s 154
through website. However in practice it is observed that
most of the time rectification request is either rejected or
not processed for a long period.

There is facility to call & talk. But again the CPC system is
like a ‘Call Centre’ without recording the discussion.

Every time there is new person on the telephone line, having
no background of the Income tax Act and no record about
earlier talk. Hence you have to explain him the whole story
again & again whenever you talk.

In short though mandatory e-filing of returns is a welcome
step of the govt, but not updating the system, not updating
the software, not “é‘ﬁpmntmg the fairly well qualified
persons, non response by the local tax authorities is making
the assessee irritating. One more biggest problem of e-filing
of Income Tax return is returns are e-filed and subsequently
updated at soft record to the credit of the assessing officer
under whose jurisdiction PAN was issued. However on order
of Commissioner (Adm) the jurisdictions decided either, the
status wise, or area wise, or amount of income wise.

Hence many a time, the assessing officer of the assessee is
different than the ITO, who is having assessee’s PAN no.

In such cases, if there is refund, the situation goes worst.
The ITO having assessee’s PAN is not issuing the refund as he
says, he does not have jurisdiction over the assessee. Where
as, the assessing officer having jurisdiction is also unable to
issue the refund as he has no PAN no. of assessee with him.

In short assessee does not get the refund for years together.
Even if the assessee goes to gravience cell, the ITO is are
responding that the matter being related to e-filing, they
cannot do any things. Under such situation the assessees are
getting hurt and becoming negative with e-filing process.

CMA/CA RajendraZawar
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Is DRESS CODE Required for Reporting?

A A
It was the beginning of my career. | was a young kid just out of
college fresh & raw. | was like a sponge absorbing everything
happening around me - learning & relearning. | had joined a
factory. It was MNC, which had diverted, for first time in
India, in the slaughter business and | was given a small job as
an account clerk. | was in awe of the managers and officers,
Indians and foreign nationals, who wore suits and ties to work
and spoke in accents completely new and foreign to Indian
employees. | still remember, the General Manager, a true
Londoner, trying to speak with me and the accounts manager,
a Punjabi man, then intervening to act as a translator,
translating his British accent for my benefit!

The first thing | learned there was the importance of the
dress code. It was expected of employees to be neatly and
cleanly dressed. The matter was considered very important
as it would influence others’ impression of you. | tried to
adjust - changing from my casual attire of my college days to
a formal, more acceptable style. My chappals and sandals
were replaced with polished shoes. | think there was change
in my mind set. | started to look down upon people who were
not well dressed - | started gauging others based on their
attire, rather than abilities. Luckily or unluckily, | was given
the task of passing bills. We were buying buffaloes from
dealers and traders supplying them. The most frequent
visitor among the suppliers was, let us call him, Abdulla. Now
Abdulla was about 25 years of age. He always came asking for
the statement of account (‘Hisab') for the supply by his
family. He was jolly fellow, one of the regular suppliers and |
really doubted whether he understood any of the accounts
details that | would give him. Alot of the times he would carry
details back with him.

At our first interaction, | was taken a back by his
uncleanliness and old fashioned dress. He was wearing one
long shirt, a crumpled pant ( Paijama), an old jacket
(probably to hide the holes in the shirt) and a traditional
Muslim netted white cap. He always carried lungi, a piece of

&

Education without values, as useful as it is, seems rather to make man a more clever devil.

L

cloth covering his both shoulders and back. His beard was
coloured red and you could smell his arrival from a distance
of five km. It was the smell of ittar (perfume), which warned
of his entry and | always suspected that the ittar was used to
hide his body odor. (‘Must have not bathed for at least a
week’ quipped one of our senior colleagues) He was a
complete misfit in the multinational environment. | felt
extremely awkward when he spoke with me about his
pending amount and | felt like everybody was watching me. |
gave his work priority not because he was very important, but
because | wished for him to leave my office as quickly as was
possible!

As | spent a year at the job, | got to know Abdullah better. His
clothes never changed & | was sure that he must have not
spent even arupee on his dress in that year or may be, notin 4
or 5 years! | always wondered how he was spending all the
money he earned as his business grew day by day. | always
wondered, but always restrained my self from advising him
on making expenses on his clothes.| left the company and
moved to Mumbai for higher studies, | completed my ICWA
and returned to Aurangabad after nearly 10 years as an
accounts manager of a company. Ten years is long time and
you forget a lot. So, | was in the process of rediscovering my
own city and my people.

One day | got instructions from the Head Office to go
immediately to Head Office in Mumbai & attend a meeting,
which was scheduled at 3 pm on the next day. | was asked to
come by flight & was booked in Indian airlines to fly next day.
| was excited since it was my first experience of traveling by
air.

| reached the airport quite early & had to wait for the flight.
While | was waiting, one person in western attire greeted me.
He personified my image of a well dressed person in costly

©suit, polished shoes and a very attractive tie. He sat next to

me on sofa in the waiting lounge and started a conversation
with me in pure Marathi like an old friend. He enquired about
my stay in Mumbai and seemed to know lot about me. Then he
introduced me to his wife who was in dressed in traditional
Punjabi clothes and his son, who he mentioned, was studying
in a convent school. It was happy family.

He seemed to know a lot about me but | was had no clue about
who he was. | could not be rude to him and ask for an
introduction so | politely asked him about how he was doing
and added hesitantly how his business was. He was all smiles
and said that he was happy with the growth in his business.
After a long time, he had been able to make time for his
family and was going to south India via Mumbai for personal
cum business trip.

He talked constantly, but | did not understand a word because
in my mind | was trying to place him. The flight arrived and
we all took our seats. Unluckily he got a seat just behind me.
He must have been a frequent flier because he knew the
entire procedure. When | was not able to fasten the seat belt
he helped me do it. While the stewardess was distributing
chocolates & cookies, he insisted on me having them in a
large quantity, saying all the sweets are meant for
passengers. It felt like he was my host on the flight.

| was tired of smiling constantly and trying to identify himso |

NI



just pretended to take a nap. It was difficult because it was
my first time in a plane and | had to constantly suppress my
urge to look at the beautiful scenes below us. At sometime
during the journey fell asleep. The announcement that we
were nearing Mumbai and would be landing shortly woke me
up. | turned around and saw host. He also was napping. He
had taken off his coat and tie and the nap had taken its toll on
his clothes- which were a little crumpled and in disarray.

| don’t know why -it could be his crumpled clothes or red
beard, or it could just be the effects of my nap—that |
suddenly remembered quite clearly that it was in fact Mr.
Abdulla, the same person. | must have cried out in my
excitement because he also woke up and looked at me
questioningly. Then | was frank with him & told that there
was big change in him particularly in his attire and | was not
able to identify him at first. Now somehow | had recollected
that it was him. How had this change come about! What he
had done to his old clothing!

He first laughed heartily and then said that the clothes he
wore when he met me on earlier occasions were the uniform
for his business. It was a compulsion. ‘Sir, if | go to cattle

market, wearing this suit & tie- Either | would not get my

stock (buffaloes) or would get it at a higher rate’
~~~~~~ ‘And in the company, | was misfit in your
environment. Nobody liked my dress_. You would prefer

your factory anﬂ | whenever | came, | got pril
not want me anywhere near your table’.

“particularlo, in rﬁultinationals". He became serious & said “/
prefer wearing the dress in which | feel comfortable &

- _most importantly - that which suits my business!! Good

bye sir. Have a good day!!”l was last person to step off the
plane and when | started walking in 11 o’clock Mumbai heat
to taxi stand. | suddenly felt that my suitcase was too heavy
for a two day visit and | was carrying loads of clothes not
required for such a short visit. :

CMAR. P Gore

Never leave that till tomorrow which you can do to-day

old dress!! It was ashor,k to me! But he
e most normal thing in the world.” you

The ICAI - Aurangabad Chapter - Result : June - 2012 ||

FOUNDATION RESULT JUNE -2012

Apurva Avinash Kulkarni 1st
Joytsna Jagannath Vitekar 2nd
Tejashree Vijvay Jogi 3rd
INTERMEDIATE COMPLETE PASS

Gaurav Anil Pardhesi 1st
Vaibhay Rudrakumar Kale 2nd
Mohd Muneeb Quazi - 3rd
FINAL COMPLETE PASS

Shrikant Vijay Bugde 1st
Prabhat Kumar Subramanyam Meka 2nd
Hament Arunrao Thombre 3rd

Students Desk

It sbeenakind of journey for me this CMA Course!

| think there are only two categories of candidates

who can become CMA. One who deserves to be CMA

and other who gain that ability to become CMA. |

found myself in second category! | am very

fortunate during this mileage run, for having such

a brilliant faculty members and a very good supportive staff at
Aurangabad Chapter.

As the recent Campus Placement program of our Institute has
shown Manufacturing Industries own excitement for hiring Cost
Accountants, | think it’s high time for newly qualified
professionals to enter into the Practice and Consultancy arena.

Shrikant Bugde (ICAlFinal)

First of all best wishes to all the students for New
Year. | think student hould bear in their mind
what the teachers told to us because they are the
our guru. Thanks to all chapter staff for their
active co-operation regarding providing books to|
students, sending messages to the students, all

the program needed to students. | thank to the institute for their |

participation for providing the compendium to students.

Yogesh Thombre (ICAl Final)

| feel there are only two things to achieve
desired success and they are lot of hard work
and strong will power. To crack every step of
ICAI both hard work and strong will power is
required. Difference between the successful
people and others is not lack of knowledge or
strength it is “Lack of Will Power”. So, believe in yourself
and then desired success will surely be yours.

Anjali Thange (ICAI - Intermediate Il)
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Most Precious Reporting Asset - MEN

Cost Audit was introduced
to bring in efficiency in the
business. Efficiency simply
means more output from
same input or less input for
producing output. Input
simply refers to

“RESOURCES”. Aim of Cost

Audit to better utilization

of resources.

This is also principal

objective for Accounting.

Reduction of wastages mean better utilization of resources.

For production, resources are named as men, machine and

materials. Some authors refer “Management “ as fourth

resource. Management is a resource which controls other
resources. But management is also MEN of particular type
and hence can be included in the resource MEN. Therefore

MEN resource includes persons from lowest level to top

level, whether employed or in.any other capacity. Sales

Agents, consultants and Directors are not employed but are

also invaluable resource. Some times “Money” is counted in :

resources. This resource is required to acquire and maintain |
other resources. Since money is not a physical resource but
it is only notional resource, it is not a matter of discussion

here. ; o

All resources have common characteristic that by utilizing

them, the income is earned. Without use of these resources,

income cannot be earned except interest or speculative

gains. =5 F

For any resource following accounting issues are involved :

1. Acquisition 2.Placement (Protection) 3. Utilization

4. Disposal )

For all assets there are set practices for the above. For

MEN as assets we encounter following difficulties:

1. Acquisition : Men cannot be acquired.

a) Business cannot purchase a person like material or
machine. We have to only hire them with their
consent and on mutually agreed contract for the
period contractd.

b) Evaluation of asset is difficult. EQ/1Q/SQ (Emotional,
intelligent or spiritual quotients etc) are not full
proof.

c) Price is difficult to ascertain.

2. Placementand Protection : a) It cannot be warehoused

for needs. Idle employee may not only leave but during the

time damage also. b) It cannot be valued as Inventory or
fixed assets, since there is no title over these assets. Mr. Lee
has tried to value human resources but now not used by

Businesses not being of practical use. ¢) Control is difficult.

There are various laws which decide the course of action

while dealing with them.

3. Utilization: a)Available for limited time (24 hrs

availability like machine/material is not possible)

b) Productivity is not measurable in all cases.

c) Depreciation is not measurable. Appreciation is possible

because of learning and experience curve. d) Value can be

Don't compare yourself with anyone in this world... if you do so, you are insulting yourself

I

improved by training and development by efforts of
individuals.

4, Disposal: 1. Sizeable cost on disposal (Terminal
benefits). 2. No scrap realization. (On the contrary negative
value) 3. Replacement is notidentical. 4. Replacement
price is far different than existing assets.

Manpower productivity is one of important point in
Performance Appraisal Report to be given to Management.
Productivity of employees at lower levels can be measured
in terms of output and compared to earlier periods or with
industry standards. This needs to be considered with the
combination of other resources like materials and machines
Productivity of higher level management is the performance
of the organization.

This needs to be considered with the organizational
constraints and environment. The cost of Indian labour is low
compared with the labours in developed country. But if we
compare the cost per unit labour cost of Indian goods is high.
This is because of lower productivity of Indian labour.
However this is true for manual labours and not knowledge
workers.

Productivity can be improved by various businesses by
applying different tools like multi skilling, productivity
bonus, piece work payment, third party employment etc. It
is very difficult to assess human force fully at any level.
Result is not key as potential and results are different
matters. To develop human being is matter of separate study
encompassing psychologists, sociologists, educationist and
other thinkers.

Potential of individual can be only improved by education
and training. But in same education system individuals
perform/achieve in different way. Making system available
is job of external environment. Choose out of that and excel
is matter of choice or capacity of individuals. Business is
concerned with acquisition of achievers and makes them
excel with Eﬂihﬂ%‘and organizational environment.
Business performs through performance of individuals.

How to improve productivity of MEN in an organization:

1) Create atmosphere of feeling well. 2) Training to help
employee to perform better. 3) Fairness in dealing  with
employees. 4) Adequate control : Not less! Not more!!

5) Uphold human values.

Individuals can increase their satisfaction and value by ...
1) Improving the work content in quality and quantity by
own efforts. 2) Improving by training, attitude and
character (of course subject knowledge assumed).
3) Synergy with others and organization 4) Contributing by
innovation.

Manpower productivity believed by manager that can be
improved by scolding, firing etc. by compelling the
employees to perform better. However this has been proved
futile as authoritarian style has given way to participative
style. The highest ethics in the word is “live and let live”.
Superior manpower productivity brings smile on the face of
employer and employee.

CMA Suresh Pimple
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Full Day Seminar on eXtensible Business Reporting Lanuage (XBRL)
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Programme On “Communication
CMASS. B. Mundade
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CEP Programm on “Communication & Soft Skills”
CMA Rajesh Deshmukh felicitating to Mr. Ashvin Deshpande

Participition of Studetns on

“Training Programme on “Communication & Soft Skills”

A

CMAR. P. Gore felicitating to Chief Guest CMAS. B. Mundade
on the occasion of full day seminar on XBRL
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“Training Programme on “Communication & Soft Skills”
CMA Rajesh Deshmukh felicitating to Mr. Sunil Ulhal

“Training Programme on “Communication & Soft Skills”
CMA Aashish Devde felicitating to Mr. Rohit Ronge

Participition of Studetns on
“Training Programme on “Communication & Soft Skills
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ICAI Courses
Foundation HSC/Any Diploma YOUR CAREER |
Intermediate Foundation Pass
or Any Graduate
Final ICAI Inter Pass

The Institute of Cost Accountants of India -
Aurangabad Chapter
A-9, Chetan Super Market, Trimurti Chowk,
Jawahar Colony, .
Aurangabad. Tel: 02: 23_2182&@35!-84&94&14?3]2
b= : aurangabad@icwal.org
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If undelivered please return to :

The Institute of Cost Accountants of India -
Aurangabad Chapter

CMA Bhavan

Flat No. A09/10, Il Floor, Chetan Super Market,

Near Dr. Hedgewar Hospital, Trimurti Chowk,

Jawahar Colony, Aurangabad - 431 005.

Tele / Fax : 0240 - 2321828, 2351848, Mobile : 9423147312
E-mail : aurangabad@icwai.org

Web site : www.icwai.org




