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Quarterly News Letter

From Chairman's Desk
Dear Members and Student Friends
Greeting of season!
Monsoon is over and we are now experiencing pleasant whether of winter.
I am sure you must have enjoyed this festival season including “Diwali”.
India is continuing it's growth story and is attracting focus of world. It is also evident
from recent visit of most powerful personality on earth i.e. President of USA Mr.
Barak Obama. We hope that all barriers will be removed and India will very soon get
well deserved status of Permanent Member of UN security council with veto power.
At institutional level our profession is getting recognition and respect across the glob.
In it's series of such official tie ups with foreign institutes, our President has recently
signed MOU with The Institute of Professional Accountants and Auditors of Russia
(IPAR), at Moscow on 23rd Sept, 2010. Institute is also trying to get more and more
recognition under statute to Cost Accounting profession under Direct, Indirect Taxes
and widening the scope of practice. This is very encouraging development for fresh
cost accountants who are eager to create their impression in professional filed.
Central council is also working on name change proposal and ACCA has supported
this mission by approaching member of parliaments of Marathwada Region. This bill
will be put to voting in winter session and we expect positive outcome of these efforts.
We at Aurangabad chapter have once again recorded very good success ratios of our
students and crossed the magic figure of more than 150 pass out students in June 2010
exams. The felicitation program and student get together organized on 27th October
2010 was grand success. Aurangabad chapter was first chapter to get honour of first
visit of newly elected President, who graced this felicitation function. Also was
present young and dynamic chairman of WIRC Mr. Amit Apte. ACCA also took this
opportunity to felicitate these dignitaries.
Exam for Dec 2010 is fast approaching and all students are busy in preparation.
Though we are trying our level best to support students in their endeavor, decreasing
trend in attendance in class is cause of concern. At the same time I would like to
mention that those who have attended the classes regularly in past batches have got
benefited and performed well in exams. I wish all the best to students who are
appearing in Dec 2010 exams and look forward for impressive results of our students.
On professional development front, we are organizing series of Investor awareness
program, special training on Internal Audit for practicing cost accountants.

To keep abreast of new
development

I take this opportunity to thank CMA Dnyanesh Dabari and his editorial team to bring
this informative and knowledge pack edition of “Spandan” in time for all of us. Happy
Disclaimer : The views expressed by the reading, Happy Christmas and new year 2011 !!!
authors are personal and do not necessary
represent the views and should not attributed
to Aurangabad Chapter of Cost Accountants.

CMA Rajesh Shukla
Chairman

1
A nation's strength ultimately consists in what it can do on its own and not in what it can borrow from others - Indira Gandhi

Editorial
Dear Readers,
Welcome to this edition of SPANDAN.
At the outset, accept my season's greetings and best wishes for the festival of lights. May the festival stir up within
you the unconquerable desire to excel in the pursuit you are engaged in. Being the member & students of this
professional institute, you should have a sense of pride aiming at achieving excellence in what ever work you
undertake. It must be your endeavour to throw your heart and soul into it and to achieve high standards of
excellence.
The visit of US president Mr. Barack Obama brought new rays of hopes for Indian economy by offering collaboration in the areas of science,
technology and agriculture.Indian Prime Minister firmly said that on the outsourcing issue as “India is not in a business of stealing jobs form
US. Outsourcing has helped improve the productive capacity and productivity of America.
The result of ICWA June-2010 examination was declared recently. I would like to congratulate those of you who have been declared
successful in these examinations. Your hard work and dedication have enabled you to reap the success of your earnest efforts. You were very
fortunate because you are felicitated by the President of our institute Shri. Brijmohan Sharma and WIRC Chairman Shri. Amit Apte in a grand
function at Tapadiya Natya Mandir. The press conference and members meet was also organized. On this occasion president inform that the
Institute has launched Certificate Course on IFRS.This course has interactive class room sessions with case studies followed by a unique
feature of submission of online assignment. The support of media was very encouraging.
You must have started preparing for the forthcoming December examinations. The need of the hour is to stay clam and focused. As stated
above, while pursuing your ICWA course, your endeavour should be to aim for excellence. This requires in-depth study , diligence followed
by constant updation of your knowledge.
As you aware that Western India Regional Cost Conference organized by Kalyan Ambarnath Chapter of Cost Accountants on theme
“Emerging Challenges to Sustain Growth and Build Competitiveness” on 24-25th December,2010 & 52nd National Cost Convention on the
theme “New Enterprise Challenges –Sustainability & Value Creation”, will be held on 6-7-8 January, 2011 at Chennai, I advice you to ensure
your participation at the Convention as a delegate which will be great learning experience for you.
This edition makes presence of the articles on the E-Learning, Foreign Institutional Investors (FII), Straight through Processing, time
management, Concept of Reverse mortgage,a poem on accounting, examination tips for students. I would like to thank each one for
participation to this edition.
You should dare to dream, define what you stand for, never loss your zest and curiosity, always strive for excellence, build self confidence,
learn to work in teams, take care of yourself, preserve, and have a broader social vision and finally never let success go to your head”.
It is also the time to say good bye to year 2010 and welcome you all to NEW YEAR 2011. I wish prosperity and bright future to our chapter,
members and students in 2011 !!!
Wish you Happy New Year.. On behalf of the editorial Committee.
CMA D.V. Dabri.

Training & Education Comittee
Dear Members & Student friends,
It gives me immense pleasure to address through this issue of Spandan. I heartily coagulate all the students who
have successfully passed in their respective examination in June 2010. The result was very encouraging. The overall
passing percentage is around 30% . The total no of students passed at foundation, Intermediate and final course is
respectively 24,90 a and 38. we have proud to note that 13 students of the chapter have become full-fledged Cost
Accountants.
The chapter has organized a grand felicitation function for students on 27th October ,2010 at Tapadiya Natya mandir.
CMA B.M. Sharma, President of the institute was present as chief guest.On this occasion. CMA. Amit Apte,
Chairman WIRC was also present as guest of honour. CMA. B.M. Sharma and CMA. Amit Apte addressed the students and the members of
the institute. A large no of students and parents were present on this occasion.
A wonderful cultural program was organised by the students of the chapter. I am happy to inform you that, the Foundation students have taken
the lead in organizing entire cultural progam CMA Ananda Bhutada was in-charge of the cultural program. Students presented a program
“Chapter Maaza” with a group discussion of certain students regarding how to study, what is costing profession and other related areas.This
program along with other program was nicely presented and created a positive impact on the students regarding the method of doing study.
CONGRULATIONS TO ALL STUDENTS FOR ORGANIZING CULTURAL PROGRAM AND FOR GETTING SUCCES IN THEIR
EXAMS.
All students are preparing for their December-2010 examinations. I hope that students have taken maximum benefit of oral coaching and
guest lectures by faculties like CMA. M.S. Chandani, CMA P.D. Modh and CMA Asish Devdhe and they will face the examination with
confidence. For Intermediate students group discussion programme was organised for the development of stage courage & communication
skills.
I WISH BEST OF LUCK TO ALL THE STUDENTS APPEARING FOR DEC-2010 EXAMINATIONS.
CMA A.R. Joshi
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Success is the sum of small efforts, repeated day in and day out.

Profession Development Comittee
Dear Friends,
Congratulation to the successful students in June-2010 exam and welcome to fresh CMAs who have entered the
profession of Cost and Management Accountants by completing the final examination.
Now our quarterly SPANDAN is well established and though delayed sometime, it has become regular feature. I
request members and students to share their knowledge, experience through 'SPANDAN'.
One important and positive event at our institute is that the profession is now in the hands of dynamic, energetic
and young president CMA B.M. Sharma at Head quarters and equally young WIRC chairman CMA Amit Apte.
Let us hope that this year of their tenure will be land mark in year the life of CMA Profession.
CMA Sharma and CMA Apte visited our chapter on 27'th October,2010 and we have a very lively discussion with
them on various points concerning the profession. They appraised the members about bright future which awaits CMAs. The council at the
Central level is doing everything to enhance new areas for practice in New Direct Tax Code, New Companies bill etc.
Friends, we are aware about erosion in ethical standards in Indian Corporate and public life. According to one study, every 3rd person in
India is talking & worrying about corruption. Most commonly used word in India now a days is tour letter word S-C-A-M. News paper
headings say “Scam starred minister quits in Karnataka. TV channel shout “2G scam disrupts Parliament again. Breaking news head line is
“Tainted Thomas rescues himself from probe into scam. Fake “C” forms, bank has loan scams, price rigging by brokers and kickbaots by
ministers. The list is endless.
And therefore we require HONEST ACCOUNTANTS, HONEST AUDITORS and HONEST CMAS. If we decide, we can weed out
much of the scams in corporate world, in public life etc.
Therefore, ethics for CMAs should be,
Work with integrity.
Succeed with integrity.
Promote /Achieve profit with integrity.
“Maximization of profit with integrity is possible only through “Enterprise Governance”.
And CMAs are experts to enhance “Enterprise Governance”.
With regards,
CMA. M.R. Pandit

Chapter Activity
Welcome of President

ACCA Chairman's Felicitation

CMA Rajesh Shukla Welcoming to ICWAI President
CMA B. M. Sharma

President of ICWAI felicitating CMA Rajesh Shukla

President's Address

WIRC Chairman's Speech

President CMA B. M. Sharma addressing to
students & members

Chairman WIRC CMA Amit Apte guiding to
students
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Try not to become a man of success but a man of value. -- Albert Einstein

Topper in June 2010 Examination
ICWAI Complete Passed - June 2010 Examination

1

Aage Uddhav Mahadev

8

Rao Akula Nagarjun

2

Bakshi Avijeet Subodh

9

Agrawal Nidhi Suresh

3

Devdhe Amit Anantrao

10

Mehta Poonam Ashokkumar

4

Faizal Nadeem Masood Akhtar

11

Tripathi Yogesh Ghanyshamji

5

Ghonshikar Sachin Sudhakar

12

Amrute Anita Anil

6

Kulkarni Mayuri Durgadas

13

Anpan Sanjay

7

Nikam Sarita Sheshrao
Welcome to the Profession

Successful students of ICWAI final Examination with President CMA B. M. Sharma, Chairman WIRC CMA Amit Apte,
ACCA Chairman CMA Rajesh Shukla & ACCA managing committee members.
Cultural Activities

Students of Aurangabad Chapter performing cultural activities on felicitation function
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Time in its aging course teaches all things. -- Aeschylus

E-Learning
Introduction
The economic reforms created in 1991, started a new phase in Indian economy marked liberalization, privatization, & globalization. All
over the world, the organizations have been striving hard for corporate excellence and corporate success. In present day fiercely
competitive business environment, learning resources play a pivotal role in any organization's success. Earlier, corporations used to view
training as a necessary expenditure rather than an investment. Today they are viewing learning as a vehicle to gain competitive advantage
rather than just a cost-adding variable. The best performing organizations are developing methods to quantify and measure the learning
results. Because of significant investments and focus on training, managers are increasingly being made accountable for these outlays and
to demonstrate the cost effectiveness of training. When compared with the traditional methods of training, the potential financial savings
associated with e-learning are quite significant. This paper attempts to discuss how e-learning is cost effective in comparison to traditional
method, and how it can increase the return on investment (ROI) for training by reducing program cost, travel cost, personnel off-site cost,
delivery and content development cost, etc. and by increasing learners' productivity, consistent and just in time delivery etc.
Concept of E-Learning
Revolutions have always begun from the world of ideas and innovations. It comes as no surprise that education is breaking all predefined
boundaries to weave its own attractive web in the Internet. The term "E-Learning" was coined in the late 1990s to describe the use of
technology to deliver learning and training programs.
E-Learning is a term that means something different to almost everyone who uses it. Some think only of web-based self-study while others
realize E-Learning can encompass real-time learning and collaboration. E-learning is the unifying term to describe the fields of online
learning, web-based learning, and technology delivered instructions. In the current marketplace, what most people really mean when they
use the term e-learning is Web-based training - but we'll see that it really means much more.
Other Terms Associated with e-Learning
Other commonly used terms include technology-based learning (TBL), computer-based training (CBT), computer-based learning (CBL),
computer-based instruction (CBI), computer-based education (CBE), Internet-based training (IBT), Intranet-based training (also IBT),
and any number of others.
Definition of E-Learning
E-Learning is the effective learning process created by combining digitally delivered content with (learning) support and services. It can be
defined as;
·
The convergence of the Internet and learning, or Internet-enabled learning.
·
The use of network technologies to create fosters, deliver, and facilitate learning, anytime and anywhere.
·
The delivery of individualized, comprehensive, dynamic learning content in real time, aiding the development of communities of
knowledge, linking learning learners and practitioners with experts.
We are all familiar with classroom-based learning (c-Learning) which is face-to-face group learning led by an instructor or subject matter
expert. In E-Learning environments learners interact with learning materials, their instructors and other learners from various locations
and often at various times using network technologies. It has been said that there are two reasons why we learn; some learning is essentially
forced on us while the other is what we sit back and enjoy. E-Learning has brought back the joy in learning through its innovative,
interactive content and delivery.
Browser-based training is the term used to describe courseware that requires a Web browser to access, but may in fact be running from the
Internet or CD-ROM. In fact, some training programs will pull content from both a Web site as well as a CD-ROM. Distance learning, or
distance education, are other commonly used terms. They accurately describe most types of e-learning, but are most often used to
describe instructor-led, web-based education - for either corporate training or college classes.
To further complicate matters, some theorists divide e-learning into three distinct branches: Computer-aided instruction (CAI),
computer-managed instruction (CMI), and computer-supported learning resources (CSLR). The first term, CAI, encompasses the
portion of a given e-learning product that provides the instruction, such as the tutorials, simulations, and exercises. The second term, CMI,
refers to the testing, record keeping, and study guidance functions of an e-learning product. The last term, CSLR, encompasses the
communication, database, and performance support aspects of e-learning. Although these distinctions can prove useful in academic
research and discussion, it is enough for most of us to know that they exist and that they all refer to parts of the greater whole, e-learning.
Features Unique to e-Learning
Ø
Ø

E-Learning is really nothing more than using some form of technology to deliver training and other educational materials.
E-Learning does not require physical classroom attendance. The learning experience is delivered to the user personably and
effectively through Internet,

Ø

E-learning is time and cost effective. It offers more accessibility to the instructor and more flexibility for the student.

Ø

Learners learn better through use of clear headings, limited distracters, visuals, screen-friendly fonts, appropriate white space,
web safe colours, etc. Unlike the conventional distance education program that has no direct link between the teacher and the
student, online education provides ample space for interaction.
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A man who dares waste one hour of time has not discovered the value of life. -- Charles Darwin

Ø

Like no other training form, e-learning promises to provide a single experience that accommodates the three distinct learning
styles of auditory learners, visual learners, and kinesthetic learners. Other unique opportunities created by the advent and
development of e-learning are more efficient training of a globally dispersed audience; and reduced publishing and distribution
costs as Web-based training becomes a standard.

Ø

E-learning also offers individualized instruction, which print media, cannot provide, and instructor-led courses allow clumsily
and at great cost. In conjunction with assessing needs, e-learning can target specific needs. And by using learning style tests, elearning can locate and target individual learning preferences.

Ø

Additionally, synchronous e-learning is self-paced. Advanced learners are allowed to speed through or bypass instruction that is
redundant while novices slow their own progress through content, eliminating frustration with themselves, their fellow learners,
and the course.

Advantages of e-Learning to the Trainer or Organization
·
Reduced overall cost is the single most influential factor in adopting e-learning. The elimination of costs associated with
instructor's salaries, meeting room rentals, and student travel, lodging, and meals are directly quantifiable. The reduction of time
spent away from the job by employees may be the most positive offshoot.
·
Learning times reduced,
·
Increased retention and application to the job averages an increase of 25 percent over traditional methods,
·
Consistent delivery of content is possible with asynchronous, self-paced e-learning.
·
Expert knowledge is communicated, but more importantly captured, with good e-learning and knowledge management
systems.
·
Proof of completion and certification, essential elements of training initiatives, can be automated.
Advantages to the Learner
· On-demand availability enables students to complete training conveniently at off-hours or from home.
·
Self-pacing for slow or quick learners reduces stress and increases satisfaction.
·
Interactivity engages users, pushing them rather than pulling them through training.
·
Confidence that refresher or quick reference materials are available reduces burden of responsibility of mastery.
Disadvantages to the Trainer or Organization
·
Up-front investment required of an e-learning solution is larger due to development costs. Budgets and cash flows will need to
be negotiated.
·
Technology issues that play a factor include whether the existing technology infrastructure can accomplish the training goals,
whether additional tech expenditures can be justified, and whether compatibility of all software and hardware can be achieved.
·
Inappropriate content for e-learning may exist according to some experts, though are limited in number.
·
Cultural acceptance is an issue in organizations where student demographics and psychographics may predispose them against
using computers at all, let alone for e-learning.
Disadvantages to the Learner
The ways in which e-learning may not excel over other training include:
·
Technology issues of the learners are most commonly technophobia and unavailability of required technologies.
·
Portability of training has become a strength of e-learning with the proliferation of network linking points, notebook computers
and mobile phones, but still does not rival that of printed workbooks or reference material.
·
Reduced social and cultural interaction can be a drawback. The impersonality, suppression of communication mechanisms such
as body language, and elimination of peer-to-peer learning that are part of this potential disadvantage are lessening with advances
in communications technologies.
Prospects of E-Learning:
Dynamism: Learners progress at the pace that suits them best, at the time that suits them best while getting the information that they need.
Real time: have access to information that is correct and up to date through the web, information databases or university or company
intranets.
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Collaboration: Learners are able to meet in a virtual space with other members and practitioner experts to discuss issues, answer questions
and even participate in simulations and management games without having to leave their office or home.
Speed of delivery: Learners benefit from learning when required, learners are able to access the right sort of training at the right time with
the right people.
Convenience: Learners have access when they want it.
Consistency: Learners have access to the same materials.
Global reach: Learners regardless of where they receive the same message and are able to engage other learners and practitioners globally.
The world is shrinking rapidly. The Internet has brought the world together in ways that nobody would have expected. You can now attend a
college half way around the world, with students from any country with Internet access.Knowledge is expanding at a tremendous rate. JustIn-Time learning that meets the needs of individuals as they occur, makes learning more meaningful and effective.
Tools for building e-learning
Ø

Computers

Ø

Audio/Video Equipment and Software

Ø

Instructional Design and Writing

Ø

Graphic Art such as Adobe Photoshop, Adobe Illustrator, Autodesk Studio 3D Max, Silicon Graphics Maya, Macromedia Flash,
Macromedia Fireworks etc.

E-Learning Interactive Tools:
E-learning has been broadly divided into two categories; the Asynchronous (not existing at the same phase) method, which is devoid of any
virtual class room interaction or time stipulations and the more popular (Such as E-mail, Web Forums, Newsgroups, BBS etc.),
Synchronous method, in which the members exist in the same time phase in a cyber class room (Such as Chat rooms, Shared whiteboards,
Application sharing, Teleconferencing, Videoconferencing etc.). The latter is preferred due to its convenience, liveliness derived from
regular interaction and for the motivation factor.Flexibility, time to reflect, situated learning and cost effective learning are the advantages
of asynchronous learning while motivation, good feed-back and pacing are the advantages of synchronous learning.
E-learning Industry in India
The late 90s is when the eLearning Industry came into focus and attracted a lot of investments in the Western Countries. From 2000 - 2008,
the eLearning Industry grew ten-fold globally. The Indian Market has been slow in adapting to E Learning and the expected annual growth
rate on the the Indian E Learning Market is 20-25%.
Revenues from the Indian e-learning off shoring industry stand at approximately USD 341 million at the end of calendar year 2008 and the
Indian E-Learning industry is estimated to grow up to $182 billion by 2009. While the economic recession will impact the growth in the
industry for the next 6-8 quarters, the market will recoup and grow much faster, until 2012. Taking these factors into account, the estimates
suggest that the e-learning off shoring industry will grow at a CAGR of 15% till 2012, though growth will be more subdued till 2010.
ValueNotes estimates the market size to touch $603million by the end of calendar year 2012.
NIIT and TATA Interactive Systems were pioneers in the industry. But the steady growth in the E learning market has attracted IT
companies, pure players, KPOs, BPOs, and publishing houses such as ElementK, McGraw-Hill, Lionbridge, Skillsoft, IBM, and Oracle.
These global companies have set up E learning centers in India.
Conclusion:
E-Learning has created a new dimension in education, both within and beyond the curriculum and is still looking at further opportunities of
becoming more useful via new emerging technologies. We are really on the threshold of new opportunities and this is just the beginning of a
new horizon of education.
The power of e-learning lies in its potential to provide the right information to the right people at the right time and place, and not only due
to its "anyone, anyplace, anytime model". Technology advancements will continue to reshape learning over the Internet with increasing
use of streaming, TV-quality video and simulation based e-learning.
The same technology is bound to make major inroads in schools in the coming years. One of the clearest directions that e-learning has taken
in the last few years is in the development, promulgation, and adoption of a range of technical specifications and standards for e-learning.
The creation of technical specifications and the development and adoption of technical standards are key activities ultimately
underpinning the success of e-learning globally.
World over, the online education market is booming, and surveys by leading market research firms indicate that online education will
follow an upward moving graph and that more and more institutions, organizations and individuals will implement this mode of learning.
As per the recent remarks of Hon'ble Prime Minister of India, 11th five year plan will be dedicated to "National Education", clearly
indicates the future of e-learning in India in coming years.
- CMA Subrata Das
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Financial Inclusion
India is democratic, socialistic nation. No doubt we are emerging as strong economy but the equal distribution of wealth or
sustained growth is still a challenge. Similarly, the access of masses to the infrastructure is still an issue in India. Financial
inclusion is a necessity for the sustained growth.
What is financial inclusion?
We can define financial inclusion as “affordable financial services for masses” in one sentence. Inclusion here means the
inclusion of downtrodden or financially backward people in the financial services infrastructure. Financial inclusion is
delivery of banking services at an affordable cost to the vast sections of disadvantaged and low income groups. Unrestrained
access to public goods and services is the end result of an open and efficient society. As banking services are in the nature of
public good, it is essential that availability of banking and payment services to the entire population without discrimination is
the prime objective of the public policy.
How it affects?
When the society is not able to include the masses in provision of necessary financial services it may lead to general decline in
investment, access of credit from informal sources at exorbitant rates, unemployment and increase in travelling, increasing
crime. Small business may suffer due to loss of access to middle class and higher-income consumers, higher cash handling
costs, delays in remittances of money. According to certain researches, financial exclusion can lead to social exclusion.
What is the Gravity of Indian situation?
Central bank is taking every step to improve the financial inclusion through the efforts like Bank nationalisation of Bank,
creating Regional Rural banks. As a result the branches of banks have increased from 8321 to 68282 during the period 1969 to
2005. This has reduced the per branch population (which is one of the effective indicator) from 64000 to 16000. However,
despite this fact is that certain states like Bihar, Orissa, Rajasthan, Uttar Pradesh, Chattisgarh, Jharkhand, and West Bengal are
much under-banked. Further the North-Eastern states have very lower average population per branch office.
The inclusion can also be measured by way of quantum of deposit accounts (Saving and Current Accounts) held as a ratio to
adult population. On this ground also wide there is wide variation of ratio amongst the states. While in State of Kerala ratio is
89% due to higher level of literacy, the ration is lower @ 33% in Bihar, 21% in Nagaland and 27% in Manipur. National
average is 59% is much lower compared to developed countries. For ex. 94% of adult population have bank accounts. These
and many more measures prove the lower level of financial inclusion and un-equal distribution of financial services within the
states which further increases the gravity.
What is done to bring financial inclusion?
Considering the importance of the financial inclusion Reserve Bank of India has taken various measures to improve reach of
the financial services to masses. These measures are nationalisation of the banks, encouragement and liberation of the branch
expansion, “priority sector “lending targets (Agriculture, weaker section), spread of ATMs, and “No frill” accounts for
masses. Recently RBI has also allowed banks to resort to “Business Correspondents” route. These and many more measures in
line will help the higher level of financial inclusion and help for achieving warranted sustained growth.

- CMA R D Khandalkar
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Foreign Institutional Investor (FII)
Part I
Foreign Institutional Investor (FII)
FII registration and investment are mainly governed by SEBI (FII) Regulations, 1995.

DEFINITIONS
Q1. Who is a Foreign Institutional Investor (FII)?
Ans. FII means an entity established or incorporated outside India which proposes to make investment in India.
Q2. What is a sub-account?
Ans. Sub-account includes those foreign corporates, foreign individuals, and institutions, funds or portfolios established or
incorporated outside India on whose behalf investments are proposed to be made in India by a FII.
Q3. What is a Designated Bank?
Ans. Designated Bank means any bank in India which has been authorized by the Reserve Bank of India to act as a banker
to FII.
Q4. Who is a Domestic Custodian?
Ans. Domestic Custodian means any entity registered with SEBI to carry on the activity of providing custodial services in
respect of securities.
Q5. What is a Broad Based Fund?
Ans. Broad Based Fund means a fund established or incorporated outside India, which has at least twenty investors with no single
individual investor holding more than 10% shares or units of the fund. provided that if the fund has institutional investor(s) it shall
not be necessary for the fund to have twenty investors. provided further that if the fund has an institutional investor holding more
than 10% of shares or units in the fund, then the institutional investor must itself be broad based fund.
FII REGISTRATION
Q6. Who can get registered as FII?
Ans. Following entities / funds are eligible to get registered as FII: 1. Pension Funds 2. Mutual Funds 3. Insurance Companies
4. Investment Trusts 5. Banks 6. University Fund's 7. Endowments 8. Foundations 9. Charitable Trusts / Charitable Societies.
Further, following entities proposing to invest on behalf of broad based funds, are also eligible to be registered as FIIs:
1. Asset Management Companies 2. Institutional Portfolio Managers 3. Trustees 4. Power of Attorney Holders
Q7. What are the parameters on which SEBI decides FII applicants' eligibility?
Ans. a) Applicant's track record, professional competence, financial soundness, experience, general reputation of fairness and
integrity. (The applicant should have been in existence for at least one year) b) whether the applicant is registered with and
regulated by an appropriate Foreign Regulatory Authority in the same capacity in which the application is filed with SEBI
c) Whether the applicant is a fit & proper person.
Q8. Which form needs to be filled in when applying for FII registration?
Ans. “Form A” as prescribed in SEBI (FII) Regulations, 1995.
Q9. Which documents need to be sent with “Form A”?
Ans. a) Certified copy of relevant clauses (clauses permitting the stated activities) of
Memorandum of Association, Article of Association or Article of Incorporation.
b) Audited financial statement and annual report for the last one year (period covered should not be less than twelve months
Q10. How much is the fee for registration as FII?
Ans. US $ 5,000.
Q11. When is the registration fee payable?
Ans. At the time of submitting the application for registration.
Q12. What is the mode of payment?
Ans. Demand Draft in favour of “Securities and Exchange Board of India” payable at New York
Q13. How many days it takes to get registered as FII?
Ans. SEBI generally takes seven working days in granting FII registration. However, in cases where the information furnished by
the applicants is incomplete, seven days shall be counted from the days when all necessary information sought, reaches SEBI. In
cases where the applicant is bank and subsidiary of a bank, SEBI seeks comments from the Reserve Bank of India (RBI). In such
cases, 7 working days would be counted from the day no objection is received from RBI.
Tobe continued

Mr. Kulkani Pankaj
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Concept Of Reverse Mortgage
Introduction:
The reverse mortgage facility allows senior citizens to unlock the value of their most Valuable asset, their home, by mortgaging it and
enjoying the use of the money in their Lifetime while continuing to live in it until their deaths. The senior citizens in India will definitely
find reverse mortgage a solution for their financial needs after retirement and help them in regaining their feeling of independence.
The Concept:
In your working life, when you buy a house on loan, with every equated monthly installment that you pay, your equity in the house
increases. When you pay up your entire loan, your equity in your house is 100 per cent. In reverse mortgage, you do the opposite.
The concept of reverse mortgage seeks to enable house-owning senior citizens to meet
their expenses without selling their house.
Reverse mortgage is so named because the payment stream is reversed, that is instead of the borrower making monthly payments to
the lender (as in a conventional mortgage), a lender makes payments to the borrower.
What is Reverse Mortgage?
A Reverse mortgage (or Lifetime mortgage) is a loan available to seniors, and is used to release the home equity (interest) in the house
property as one lump sum or multiple payments. The homeowner's obligation to repay the loan is deferred until the owner dies,the home is
sold, or the owner leaves (e.g., into aged care). A reverse mortgage is analogous to an annuity where the principal and interest are paid with
homeowner's equity.
In terms of financial jargon the definition of reverse mortgage can be defined as "an agreement by which a home owner borrows against the
equity in his home and receives regular tax free payments from the lender.'' Here equity is the value of the property over and above any
mortgage or other liabilities relating to it.

Difference b/n Reverse Mortgage & Conventional Mortgage:
Conventional Mortgage

Sr. No.

Reverse Mortgage

1.

All persons are eligible.

Only Individuals, who are above 60 years of age, are eligible.

2.

Any immovable property can be offered as security
for obtaining mortgage loan.

Only Residential House Property in which the borrower
permanently resides can be offered as Security. The lender shall
have no recourse to any Other property of the borrower except
his permanent residence.

3.

Borrower begins with a large loan and lower Equity
in his house.

Borrower has a very high equity in his house and a Non-recourse
loan secured by the home property.

4.

The Borrower makes monthly amortized payments
to the lender.

The Borrower makes no payments to the lender during his life
time. Instead, the lender makes payment, either in lump sum or in
installments, to the borrower. All Interest is added to the lien on
the property.

5.

As the regular mortgage payments are made the
outstanding loan decreases and the house equity
increases.

The loan amount increases with time and the home equity
decreases with time.

6.

The tenor of the mortgage will be mutually agreed.

The tenor of the mortgage shall be 15 years (maximum) or the
remaining life of the borrower(s), whichever is lower.

How does it work ?
Suppose the value of your house is assessed at Rs 40 lakhs and you are 65 years of age.
Under the present recommendations, you will be eligible to get a loan for 15 years that is till you turn 80 years of age.
Supposing you are eligible to unlock 60 per cent of the value of the house, then you can receive Rs 24 lakhs through reverse mortgage. And
supposing you are eligible to receive Rs 8,000 every month, you will receive Rs 96,000 every year for the next 15 years, assuming that
changes in the value of the property do not affect the payments to you. At the end of 15 years you would have received a total of Rs 14.40
lakhs. The interest component (compounded annually) on this amount, will be Rs 21.38 lakhs. So the total amount that you owe to the bank
will be Rs 35.78 lakhs. However, if you die at end of the loan tenure, then the bank will sell the property to realise what you owe them, that is
Rs 35.78 lakhs, the balance will be passed on to your heirs. However, if your heirs want to keep the property, they can settle the amount that
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you owe to the bank and keep the property.

Who are eligible to extend Reverse Mortgage Loan Facility?
Reverse Mortgage Loans (abbreviated as RMLs) are to be extended by Primary Lending Institutions (PLIs) viz. Scheduled Banks and
Housing Finance Companies (HFCs) registered with National Housing Bank (NHB) or any other class of institutions as may be notified by
Government of India.

Who is eligible for a reverse mortgage?
·
Should be Senior Citizen of India above 60 years of age.
·
Married couples will be eligible as joint borrowers for financial assistance. In such a
case, the age criteria for the couple would be at the discretion of the PLI, subject to at least one of them being above 60 years of age and
the other not below 55 years of age.
·
Should be the owner of a self- acquired, self occupied residential property (house or flat) located in India, with clear title indicating the
prospective borrower's ownership of the property.
·
The residential property should be free from any encumbrances.
·
The residual life of the property should be at least 20 years.
·
The PLIs will need to re-value the property mortgaged to them at intervals that may be fixed by the PLI depending upon the location of
the property, its physical state etc. Such revaluation may be done at least once every five years; the quantum of loan may undergo
revisions based on such re-valuation of property at the discretion of the lender.
·
If the valuation has increased, the applicants are given the option of increasing the quantum of the loan and should they do so, they are
given the incremental amount in lump-sum. If they have opted for the monthly payment scheme, this amount is appropriately
increased.

What are the Eligible End uses of the funds?
The loan amount can be used for the following purposes:
·
Up gradation, renovation and extension of residential property.
·
For uses associated with home improvement, maintenance/insurance of residential property
·
Medical, emergency expenditure for maintenance of family
·
For supplementing pension/other income
·
Repayment of an existing loan taken for the residential property to be mortgaged
·
Meeting any other genuine need

What if you outlive the loan tenure?
If you outlive the tenure of the loan, you will not be asked to move out of the house. Although payments made to you will stop after the loan
tenure, the interest will keep accumulating till the accounts are finally settled.
The PLI may consider, at its discretion, obtaining a Registered Will from the borrower stating, inter-alia, that he/she has availed of RML
from the PLI on security by way of mortgage of the residential property in favour of the PLI, meaning thereby that in the event of death of
the borrower (and co-borrower, if any), the mortgagee is entitled to enforce the mortgage and recover the loan from the sale proceeds. The
surplus, if any, has to be returned to the heirs of the deceased borrower(s).
Whether the borrower has the right to rescind the RML facility after the loan transaction is finalized?
As a customer-friendly gesture and in keeping with international best practices, after the documents have been executed and loan
transaction finalized, Senior Citizen borrowers may be given up to three business days to cancel the transaction, the “right of rescission”.
If the loan amount has been disbursed, the entire loan amount will need to be repaid by the Senior Citizen borrower within this three day
period. Interest for the period may be waived at the discretion of the PLI.
Is the borrower eligible for a reverse mortgage loan if his house is already mortgaged with another institution?
If the property is already mortgaged with another institution, then the bank/ housing finance company that is offering the reverse mortgage
may consider allowing you to use part of the amount to prepay/repay the existing housing loan. But the loan amount will be paid directly to
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the institution to the extent of the loan outstanding with it with a view to release the mortgage.
What are the Taxation Implications?
Mortgage of property for obtaining a loan under the Reverse Mortgage Scheme is 'transfer' [inclusive definition u/s 2(47)] within the
meaning of the Income Tax Act thereby giving rise to capital gains u/s 45. However, in the context of Reverse mortgage, the intention of
mortgage is to secure a stream of cash flows against the mortgage of residential property and not to alienate the property.
Therefore, finance Act 2008 has inserted clause (xvi) in section 47 from the Assessment year 2008-09 which provides that any transfer of a
capital asset in a transaction of reverse mortgage under a scheme made and notified by the Central Government shall not be regarded as
transfer and therefore shall not attract capital gain tax.
It is well known that the receipt of loan amount, both in lump sum or in installment, is in the nature of capital receipt and, therefore, cannot
be taxed as 'Income'. However, with a view to provide certainty in the tax regime to the senior citizen, clause (43) is inserted in section 10
from Assessment year 2008-09 to provide that any amount received by an individual as a loan, either in lump sum or in installment, in a
transaction of reverse mortgage will be exempt from income tax.
Consequent to these amendments, a borrower, under a reverse mortgage scheme, will be liable to income tax (in the nature of tax on capital
gains) only at the point of alienation of the mortgaged property by the mortgagee for the purposes of recovering the loan.
Conclusion:
In Reverse Mortgage, the period of repayments is `the remaining life time of the owner (and his/her spouse) of the property.' Thus by
investing in a house through a housing loan and repaying the loan during his working life time, one will not only have a roof over his head
throughout his life time, but also secure a joint life pension, that keeps in step with inflation, after retirement. Seen in this perspective,
reverse mortgage would motivate people to build or buy their homes and, thereby, save for their retirement voluntarily.
Hence reverse mortgage results in a double-whammy: it spurs economic activity and provides economic security.

CMA Pavan R. Somani

The Ant Story

Every day, a small ant arrives
at work very early and starts
work immediately

The Chief, a lion,
was surprised
to see that the ant
was working
without supervision.
She produces a lot
and she was happy.

So he recruited a
cockroach
who had extensive
experience as
supervisor and who
was famous for
writing excellent
reports.

The cockroach’s
first decision
was to set up a
clocking in
attendance system.

He thought if the
ant can produce so
much without
supervision, wouldn’t
she produce even
more if she had a
supervisor!

He also needed a
secretary to help
him write and type
his reports and …
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The Ant Story
... he recruited a
spider, who managed
the archives and
monitored all phone
calls.

... recruited a fly
to manage the IT
department.

The position was
given to the
cicada, whose
first decision was
to buy a carpet
and an
ergonomic chair
for his office.

It was at that time
that the cicada
convinced the boss
, the lion, of the
absolute necessity
to start a climatic
study of the
environment .

The owl spent three
months in the department
and came up with an
enormous
report ,
in several
volumes,
that concluded :
“ The department is
overstaffed ...”

The lion was delighted
with the cockroach's
reports and asked him to
produce graphs to
describe production rates
and to analyse trends, so
that he could use them for
presentations at
Board‘s meetings.

The ant, who had once been so
productive and relaxed, hated this
new plethora of paperwork and
meetings which used up
most of her time…!

The new person in charge,
the cicada, also needed a
computer and a personal
assistant ,who he brought
from his previous department,
to help him prepare a Work
and Budget Control Strategic
Optimisation Plan …

Having reviewed
the charges for
running the ant’s
department , the
lion found out
that the
production was
much less than
before.

So the cockroach had to buy a
new computer and a laser
printer and ...

The lion came to the
conclusion that it
was high time to
nominate a person
in charge of the
department where
the ant worked.

The Department
where
the ant works is
now a sad place,
where nobody
laughs anymore
and everybody
has become
upset...

So he recruited
the owl , a
prestigious and
renowned
consultant to carry
out an audit
and suggest
solutions.

The ant , of course,
because she
“showed lack of motivation and
had a negative attitude".

Guess who the
lion fires first?
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Chapter Activity
Members meet

Seminar on Capital Market Entry

President ICWAI - CMA B. M. Sharma, Chairman
WIRC CMA Amit Apte & ACCA members

CMA R. B. Shukla delivering speech on the
occasion of joint seminar organized by
CMIA & Aurangabad Branch of ICSI

Name Change

Chairman ACCA CMA Rajesh Shukla & ViceChairman CMA D.V. Dabri giving name change
proposal letter to Hon. M.P. Chandrakantji Khaire

Guest Lecture

Intermediate Student Welcoming to
CMA P.D. Modh (Ahmedabad)

Poem Of Love Accounting
In the journal paper of my heart,
I have written a journal entry.
Debiting your love and your affection.
Darling you write the narration,
Your first love, I had already adjusted
On the ledger-folio column,
Any way our relations are true assets
On double-entry system
In addition, our love is true real and tangible
You debit-what comes in,
I credit-what goes out.
Your beauty is the capital of business.
My eyes are stock in trade.
Let us enter into transaction,
You secretly give me a trade discount,
I openly give you a cash discount
And thus my partner,
Our trading and profit-loss account will show super profit
My dear let us re-concile,
all our errors and total the trial balance of our affairs
arithmetically without maintaining any suspense account.
In the balance sheet of our life
Our children will be our true assets and liabilities
If they are boys, they will be our sundry debtors
If they are girls, they will be our sundry creditors
But if we have a boy and a girl,
Our balance sheet will tally automatically.
Pranav A. Kulkarni
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Straight Through Processing
The global securities market is passing through an interesting phase. Driven by globalization of the securities market, technology
innovations and increasing trade volumes, the financial industry is moving towards straight through processing. Straight though
processing (STP) is generally understood to be a mechanism that automates the end to end processing of transactions of financial
instruments. It involve use of a system to process or control all elements of the work flow of a financial transaction, what are commonly
known as the Front, Middle, Back office and General ledger. In other words, STP allows electronic capturing and processing of
transactions in one pass from the point of order origination to final settlement. STP thus streamlines the process of trade execution and
settlement and avoids manual entry and re-entry of the details of the same trade by different market intermediaries and participants. Usage
of STP enables orders to be processes, confirmed, settled in a shorter time period and in a more cost effective manner with fewer errors.
Apart from compressing the clearing and settlement time, STP also provides a flexible, cost effective infrastructure, which enables ebusiness expansion through online processing and access to enterprise data.
Advantages of Straight through Processing :
§
Reduced risk
§
Automation of manual process minimizing errors
§
Improved operational efficiency in handling larger volumes
§
Facilitates movement towards shorter settlement cycles (T+1)
§
Lower cost per trade
§
Timely settlement of trades and instructions
§
Eliminates paper work and minimizes manual intervention
§
Enables increased cross border trading (FII trades)
§
Greater transparency with clear audit trail
§
Increased competitive advantage of our markets
§
Messaging standards as per ISO 150222 standards
STP thus aims to bring in non-duplication of work, efficiency and automation of the manual procedures right from trade initiation to
settlement processes. SEBI had mandated the use of STP system for all institutional trades w.e.f. july,2004. In order to regulate the STP
service it had also issued SEBI (STP centralized Hub and STP service providers) Guidelines, 2004 which also prescribes the model
agreement between the STP centralized hub and the STP service providers.

CMA Ananda Bhutada
CEP & Modular Training Programme
on Capital Market Analysis

EDUCATION AND LEARNING AFFIRMATIONS
Enthusiastic leadership inspires the drive toward success.
I myself am in the right place, at the right time, for the right reason.
I am getting A's in my exams
I love doing Homework
Tapping into my indwelling intelligence, I am led to the right path
and right decision at all times.
I have a 90 average
Strong wisdom is developed through wise and discerning study.
I excel at math
I have completed my degree with an A average
I like studying
I am a smart, capable, good student; I complete all assignments well

CMA S. P. Bhangale welcoming to CMA M. S. Chandani

and on time
I am a great student living each classroom day to the fullest
I am well educated and receive my bachelors and doctorates in
due time
Finishing my dissertation comes easily to me.
I am heading a group of 100 School Social Workers
"I absorb knowledge like a sponge and retain it for use at the
appropriate time." (five times)
"I am smart and getting smarter every day. I am capable of learning
anything." (repeats five times)
"I enjoy learning. I am a good learner. Learning comes easy for me.
(I can do it!)" (repeats 4 times)

Members & Students attending CEP & Modular
Training Programme

- Sujata Lele
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Investor's Awarness Programme

18th December, 2010

Venue

Time : 4 pm to 7 pm

Tapadiya Natyamandir
Nirala Bazar, Aurangabad.
Book-Post
For Private Circulation Only

To,

If undelivered return to :
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Aurangabad Chapter of Cost Accountants
Flat No. A-09/10, II Floor, Chetan Super Market,
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