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Foreword
We are happy to release the fourth publication series “EMERGING THOUGHTS”. As the name
suggests, these updates are the emerging and constructive thoughts of article assistants (Interns
undergoing Chartered Accountancy course). We, at SURESH & CO., have attempted to imbibe
the habit of reading and updating one’s knowledge library every single morning. The organisation
has successfully implemented the concept of daily updates. This has been a beautiful journey of
knowledge without any breaks. Many a times we ourselves have been surprised by the new learning
opportunities that we got from these daily updates.
The main objective of this publication is to enable the article assistants of SURESH & CO., to
think beyond their capabilities. It also helps the articles to improve their knowledge and climb the
professional ladder and reach greater achievements.
Every day is a learning day at SURESH & CO. As an organisation, we encourage all the budding
professionals to share their views and opinions on various technical and non-technical aspects.
The article assistants have various practical insights which help them understand the theoretical
aspects in a more efficient way, and they are able to share the same with all of us in these series of
updates.
The intent behind these updates is imparting the skill of technical analysis and professional
decision making of any case study/situation.
We, at SURESH & CO., wanted to share these gems of infant thoughts as conceived by these
young minds. It is to be noted that these updates may or may not have been reviewed by any senior
or a technical expert and thus these should be used only to kindle thoughts in certain positive
direction. Readers are advised to do further research and analysis on the topics which they find
interesting. Professional advice should be sought before acting on any of the information
contained in it.

“A candle loses nothing by lighting another candle.”
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Update for the day #361 | Carry forward of losses
under certain circumstances
Section 78:
Sub-section (1) Where a change has occurred in the constitution of a firm, nothing in this Chapter
shall entitle the firm to have carried forward and set off so much of the loss proportionate to the
share of a retired or deceased partner as exceeds his share of profits, if any, in the firm in respect
of the previous year.
Sub-section (2) Where any person carrying on any business or profession has been succeeded in
such capacity by another person otherwise than by inheritance, nothing in this Chapter shall entitle
any person other than the person incurring the loss to have it carried forward and set off against
his income.
Now, let us understand the section in an easier manner:
Sub-section (1):
ABC, a partnership firm has 3 partners A, B and C respectively with equal profit-sharing ratio
(PSR). The firm incurs a business loss of Rs. 30 Lakhs and has unabsorbed depreciation of Rs. 16
Lakhs in PY 17-18. C retires on 31.12.2018. Profit under the head of business and profession
amounts to Rs.24 Lakhs in PY 18-19.
Calculation of share of loss:
C’s share of profit = Rs.24 lakhs * 9 months/12 months* 1/3(PSR)= Rs.6 lakhs
C’s share of loss = Rs.30 lakhs*1/3= Rs.10 lakhs
Excess loss
= 10 lakhs – 6 lakhs= 4 lakhs
Particulars
Share of loss b/f
Share of profit in CY
Balance loss*

A&B
20 lakhs
18 lakhs
2 lakhs

C
10 lakhs
6 lakhs
4 lakhs

*Note: Balance loss of Rs. 2 lakhs can be carried forward by the partnership firm and the excess
loss of Rs. 4 lakhs of C cannot be carried forward u/s 78(1).
In the return of income of firm:
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Particulars
Amount in Rs.
Profit from business
Less: b/f loss set off
Gross total income
b/f loss
30 Lakhs
Less: loss not allowed for set (4 Lakhs)
off (C’s excess loss)
26 Lakhs
Less: set off (18+6)
24 lakhs
Loss c/f by the firm
2 Lakhs

Amount in Rs.
24 lakhs
(24 lakhs)
Nil

Points to be noted:
1. Change in constitution of partnership firm can be either due to death or retirement.
2. Excess loss can never be set off and carried forward by individual partner.
Section 79
Losses in case of closely held companies other than start-up companies, to carry forward the losses
of previous years in the year of change of shareholding , the shareholders in total having greater
than 50% voting power as on the date of loss should be the same in the year of change of
shareholding or else carry forward of losses is not allowed.
Exceptions to the above rule where carry forward of losses will be allowed are:
1. Death of shareholder.
2. Gift of shares to relatives.
3. Amalgamation/Demerger of foreign companies
4. Companies having Insolvency bankruptcy certificate.
Sub-section (2):
Succession of business by:
1. Inheritance: Successor can carry forward and set off business losses.
2. Other modes: Successor cannot carry forward and set off business losses.
Sl.
No.
1.

2.

Citation

CASE LAWS ON SECTION 78
Issue and judgement

CIT
vs.
Madhukant M.
Metha
(2001)
(SC)

Where the business is succeeded by inheritance, the legal
heirs are entitled to the benefit of the loss of the predecessor.
Even if the legal heirs constitute themselves as a partnership
firm, the benefit of carry forward and set off of loss of
predecessor should be made available to the firm.
Saroj Aggrawal Upon death of a partner, the legal heirs were inducted as
(1985)
partners in the partnership firm. The firm was not dissolved
on death of the partner. The firm which suffered the loss
continued with induction of the legal heirs of the deceased
partner. This, being a case of succession, the benefit of carry
forward of losses was allowed to the re-constituted firm.
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Pramod Mittal Where a partner took over the business on its dissolution,
vs. CIT (2013)
losses of the firm, if any, cannot be availed by the successor
partner. The firm and the partner are two different entities.
If the succession of business is not by inheritance, loss of
the firm succeeded by the partner cannot be allowed to be
set off.

B S Rahul Murthy
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Update for the day #362 | World Environment Day
Since its inception in 1974, the World Environment Day is celebrated every year on June 5 in more
than 100 countries. The World Environment Day provides an opportunity to broaden the “basis
for an enlightened opinion and responsible conduct by individuals, enterprises and communities
in preserving and enhancing the environment,” according to the United Nations.
Every year, the World Environment Day is organized around a theme in order to draw attention
towards pressing environmental issues.
Theme for World Environment Day 2019
‘Beat Air Pollution’, the theme for World Environment Day 2019, is a call to combat the global
crisis and has been chosen by this year’s host, China.
The topic invites people to consider how they can change their everyday lives to reduce the amount
of air pollution and curb its contribution to global warming and its effects on health, according to
the global body.
Why Air Pollution is a matter of concern?
•

•
•

The UN says that understanding the different types of pollution, and how it affects
our health and environment, will help people take steps towards improving the air
around them.
“Often you can’t even see it, but air pollution is everywhere. We can't stop
breathing, but we can do something about the quality of our air,” the UN says.
Nine out of ten people worldwide are exposed to levels of air pollutants that exceed
safe levels set by the World Health Organization.

Types of Air Pollution
•

•
•

Household air pollution caused due to indoor burning of fossil fuels, wood and
other biomass-based fuels leads to around 3.8 million premature deaths, mostly in
developing countries.
Industrial and transport pollution have been linked to thousands of premature
deaths worldwide annually.
Around 24 percent of greenhouse gas emissions worldwide come from agriculture,
forestry and other land-use.
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Waste burning and dumping release harmful dioxins, methane and black carbon
into the atmosphere while volcanic eruptions, dust storms and other natural
processes also contribute to global air pollution.

Our role in curbing the air pollution
At an individual level, we may not be able to take drastic measures to reduce air pollution, but we
can adopt small changes in our lifestyle which will have a great impact on ever increasing air
pollution levels. Action plan to reduce air pollution includes following points:
• Choose a cleaner commute - share a ride to work or use public transportation.
• Combine errands and reduce trips. Walk to errands when possible.
• Conserve energy - at home, at work, everywhere.
• Avoid burning leaves, trash, and other materials
• Avoid excessive idling of your automobile
• Refuel your car in the evening when it is cooler.

Ashweeja A Bhat
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Update for the day #363 | Side Pocket
What is a side pocket?
It is an option which mutual fund houses use to separate bad assets or risky ones from other
investments in a debt portfolio. The process of side pocketing segregates the illiquid assets and the
liquid investments from the fund.
Illiquid investments are those which cannot be easily sold or exchanged for cash without a
substantial loss in value.
How is side pocketing done?
When a mutual fund scheme’s NAV falls due to its illiquid investments, fund houses differentiate
between the bad assets (illiquid) from the total assets and then creates a separate portfolio for such
bad assets. Such separate portfolio is commonly known as a side pocket. The existing unit holders
will be allotted equivalent separate units of such side pocket.
Why is side pocketing done?
Fund houses believe that illiquid assets will turn around and improve the value in future. But, one
of the biggest disadvantages of investment in mutual funds is, redemption happens only on unit
basis and it cannot happen on portion of units.
Let us understand this with an example. Mutual fund scheme XYZ has a portfolio as follows –
Mr. A who hold 100 units of XYZ is in need of cash. He plans to redeem 20 units of XYZ. He
has to redeem 20 units in entirety and cannot hold illiquid assets alone for a better price in future.
Whereas, if the mutual fund house had created a side pocket for the illiquid assets, he would now
hold different units for the good assets and different for the illiquid assets. So now the investors
can sell off the good assets portion of the portfolio and hold the illiquid asset portion for a longer
time in order to earn a better return.
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Benefits of side pocketing –
In the above example it is clearly shown that the investors can utilize the liquidity of the good
assets without exploiting the illiquid assets.
Side pocketing also protects the interest of new investors who enter into such open-ended
mutual fund schemes as they will be receiving units of only good assets by paying NAV towards
them alone. Units of side pockets will be shared by the old members (existing at the time of
creation of side pocket) of the scheme only
Taxation on side pocketing –
Capital Gains arise not only when the mutual fund units are redeemed but also when they are
switched out and switched in to some other scheme. However, the activity of side pocketing is
not a switch out and it can be understood that, a mere side pocket created by the mutual fund
houses would not result in any sort of capital gains.

Chirag Jain
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Update for the day #364 | Nike - One step ahead of
its rival
Nike
This is a company that stays one step ahead of its rivals.
Nike did this with the help of smart lawyers, complex laws and compliant governments. Here is
the breakdown of how exactly Nike has managed to stay one step ahead of everyone.
Nike shoes are made in countries such as Vietnam and Indonesia. From there, the shoes are
shipped to the company’s futuristic, fortress-style warehouse in Belgium. The Laakdal “logistics”
hub is a sneaker storeroom on a monumental scale. When shops need shoes, they come from here.

For example, buy a pair of shoes in, say, London, one would expect the cash to go to the company’s
main British subsidiary, Nike UK Ltd. That would make sense, but that is not what happens. The
money from sales of shoes flows out of the UK to the Netherlands.
However, from 2005 until 2014, Nike was able to shift vast sums of money out of the Netherlands
to Bermuda, which is an offshore tax haven with zero tax. Nike did this through a Bermudan
subsidiary, Nike International Ltd, which held the company’s intellectual property rights for its
sneaker brands – the crown jewels of the Nike empire. Even though this subsidiary did not appear
to have any staff or offices in Bermuda, it charged large trademark royalty fees each year to Nike’s
European HQ for selling its trainers. The fees allowed Nike to legally shift profits away from
Europe to Nike International Ltd.
In 2014, Nike had to think again. With the deal from the Netherlands due to expire, the company
came up with a new plan, again with the agreement of Dutch authorities. This involved moving
the company’s intellectual property from Nike International Ltd in Bermuda to yet another
subsidiary, Nike Innovate CV. This entity is not based in Bermuda. It is not actually based
anywhere.
How does it work?
According to Dutch tax law, CV is a transparent entity and therefore not liable to
Dutch corporate tax. This means that the income of CV is not taxed by the Netherlands at the
level of CV. However, due to the US check-the-box rules, CV is considered non-transparent
for US tax purposes. The “CV” model allows Nike Innovate to avoid paying local taxes in the
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Netherlands. Nike Innovate is not being taxed anywhere else. Nike is not the only multinational
to use the CV model many of the US’s largest multinational companies use similar subsidiaries. As
regards the tax position of the partners in CV, taxation in the US can be deferred indefinitely as
long as none of the profit is repatriated to the US but is reinvested in the non-US subsidiaries
instead.
So, Nike Innovate CV is a treasure indeed. It is seemingly beyond the reach of Dutch tax
authorities, and it is out of range for the US taxman, even though Nike is a US-registered company
with headquarters in Portland, Oregon. Nike Innovate does not seem to have tax residency
anywhere in the world.
The CV model, and the one that preceded it in Bermuda, appear to have helped Nike substantially
reduce its global tax rate. In May, Nike’s offshore mountain of accumulated profits was worth
more than $12Bn. And its global tax rate has fallen from 34.9% in 2007 to 13.2% last year.
Nike was asked about these arrangements. It said: “Nike fully complies with tax regulations and
we rigorously ensure our tax filings are fully aligned with how we run our business, the investments
we make and the jobs we create. Nike’s European headquarters has been based in the Netherlands
since 1999. It employs more than 2,500 people, who oversee Nike operations in over 75 countries.”
But Nike and other multinationals are under pressure. The Organisation for Economic Cooperation and Development has been trying to shut down the Dutch CV model, known in the
trade as the “reverse hybrid mismatch”. And it will be phased out. Under the EU’s anti-taxavoidance directive, Nike may have to find a new way of funnelling its money by 2021 or pay more
tax than it does at the moment.
So far, Nike has stayed one step ahead. The race is on again.

Kuldeep N
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Update for the day #365 | World Oceans Day
We are what we repeatedly do. Excellence, then, is not an act, but a habit”
With this, let us take huge round of applause, to entire SURESH & Co family, on remarkable day
of completing a year of successful learning. This is just a stepping-stone to success, and yet many
more milestone to achieve.

“Individually, we are a drop. Together, we are an Ocean”
Every year on 8 June, we celebrate the World Oceans Day, its importance in our lives and how
each of us can protect it, no matter where we live. World Oceans Day raises the profile of the
ocean, connects people worldwide, and inspires continuing action year-round to protect and
restore the amazing resource that we all depend on.

Water is one of the most important resource available. However, did you know that 96% of the
total water available on Earth is in the form of Oceans, which nearly cover 71% of the area of
Earth due to which the Earth appears blue from space, and is often as “Blue Planet”.

The oceans have a major effect upon the weather, and they moderate the world’s climate. For
example, water absorbs the Sun’s heat near the equator and surface currents distribute it around
the earth warming the air and nearby landmasses in winter and cooling them in summer. Deepwater circulation also helps distribute heat globally. Oceans also supply most of the water that
evaporates and then falls as rain in the water cycle.

14
SURESH & CO.

EMERGING THOUGHTS

Major oceans
•
•
•
•
•

Pacific Ocean
Atlantic Ocean
Indian Ocean
Arctic Ocean
Southern Ocean (Antarctic Ocean)

The Pacific Ocean is the largest and covers a third part of the Earth. The Atlantic is the second
largest ocean and many large rivers flow into the Atlantic carrying sediment from land. The Indian
Ocean is the third largest ocean, covering about 20% of the Earth’s water surface. The Southern
Ocean, also known as Antarctic Ocean, is located entirely in the South Polar Region. The Arctic
Ocean is the smallest ocean and it is located entirely in the North Polar Region.
Ocean Ecosystem
The oceans are home to millions of Earth's plants and animals—from tiny single-celled organisms
to the gigantic blue whale, the planet's largest living animal. Fish, octopuses, squid, eels, dolphins,
and whales swim in the open waters while crabs, octopuses, starfish, oysters, and snails crawl and
scoot along the ocean bottom.
Temperature, ocean depth, and distance from the shore determine the types of plants and animals
living in an area of the ocean. These regions are Habitats.
Coral reefs are one type of habitat. When tiny animals called polyps die, their skeletons harden so
other polyps can live on top of them. After thousands of years, this becomes a complex structure
called “Coral Reef” that provides food and shelter for many kinds of ocean animals. Animals such
as seahorses, clown fish, and sea turtles all live on coral reefs.

Kelp forests found along the coastlines of the Pacific and Antarctic Oceans provide food and
shelter for marine life. These large, brown, rubbery plants have hollow, globe-shaped growths on
the leaves called pneumatocyst that help the plants rise to the surface. Sea lions, whales, shore
birds, and other ocean animals make meals of the smaller critters that hide in the leaves.
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The Current Ocean Health
In the recent times, human activities are threatening the health of the world's oceans. More than
80 percent of marine pollution comes from land-based activities. From coral bleaching to water
level rise, entire marine ecosystems are rapidly changing.
Threats:
•
•
•
•
•
•
•

Global warming is causing sea levels to rise, threatening coastal population centers.
Many pesticides and nutrients used in agriculture end up in the coastal waters, resulting in
oxygen depletion that kills marine plants and shellfish.
Factories and industrial plants discharge sewage and other runoff into the oceans.
Oil spills pollute the oceans and affect the aquatic oceans.
Air pollution is responsible for almost one-third of the toxic contaminants and nutrients that
enter coastal areas and oceans.
Invasive species such as poisonous algae, cholera, and countless plants and animals have
entered harbor waters and disrupted the ecological balance.
The United Nations Food and Agriculture Organization estimates that 31.4 percent of fish
stocks are either fished to capacity or over fished.

Solutions:
•
•
•
•
•
•

Establish marine parks to protect biodiversity.
Reduce destructive fishing practices such as trawling.
Minimize the use of military sonar that can harm or kill whales and other marine mammals.
Help fishers to maintain their livelihoods by incorporating conservation efforts.
Install measures to reduce the amount of fish caught accidentally.
Not throwing garbage like plastics, cans etc. which affect not only the ocean but also the
aquatic life.
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Ocean conservation
The oceans need to be protected because it is where life began and if not taken care of, life, as we
know it will end. There are various organizations working to protect the oceans and its aquatic life.
One of the best things you can do to help the environment is to join one of these groups or donate
for the cause. Below are few organizations that work for ocean conservation:
Greenpeace uses nonviolent confrontation to expose environmental problems and to force
solutions.
https://www.greenpeace.org/international/act/protect-the-oceans/
Oceana works to restore and protect the world's oceans through policy advocacy, science, law
and public education.
https://oceana.org/
Project AWARE Foundation seeks to mobilize divers to help solve the two major ocean issues
– shark conservation and marine debris.
https://www.projectaware.org/
Marine Conservation Biology Institute works to protect and restore marine life.
https://marine-conservation.org/
The Ocean Cleanup have started the world’s largest ocean cleanup
https://www.theoceancleanup.com/

Yash Jain
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Update for the day #366 | Kiran Bedi
Empowered women who reach tough or unconventional places make CHOICES not
sacrifices

Kiran Bedi (born 9 June 1949) is a retired Indian Police Service officer, social activist, former
tennis player and politician. She is the first woman to join the Indian Police Service (IPS). She
is the current Lieutenant Governor of Puducherry.
After joining IPS, she served in Delhi, Goa, Chandigarh and Mizoram. She started her career as
an Assistant Superintendent of Police (ASP) in Chanakyapuri area of Delhi, and won
the President’s Police Medal in 1979.
In 2003, Bedi became the first Indian woman to be appointed as a Police Advisor to SecretaryGeneral of the United Nations, in the Department of Peace Keeping Operations.
Early Life

Bedi was born on 9 June 1949 in Amritsar, to a Punjabi business family. She is the second child of
Prakash Lal Peshawaria and Prem Lata. She has three sisters: Shashi, Reeta and Anu. Bedi's
upbringing was not very religious, but she was brought up in both Hindu and Sikh traditions.
Bedi started her formal studies in 1954, at the Sacred Heart Convent School in Amritsar.
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She graduated in 1968, with a BA(Honors) in English, from Government College for women at
Amritsar. The same year, she won the NCC Cadet Officer Award. In 1970, she obtained a master's
degree in political science from Punjab University, Chandigarh.
Inspired by her father, she started playing tennis at the age of nine. In 1964, she played her first
tournament outside Amritsar, participating in the national junior lawn tennis championship at
Delhi Gymkhana. She became the national junior tennis champion in 1966. Between 1965 and
1978, she won several titles at national and state-level championships.
Indian Police Service career

In 1972, Bedi started her police training at the National Academy of Administration in Mussoorie.
She was the only woman in a batch of 80 men, and became the first woman IPS officer.
Her first posting was to the Chanakyapuri subdivision of Delhi in 1975. The same year, she
became the first woman to lead the all-male contingent of the Delhi Police at the Republic
Day Parade in 1975. She brought in many reforms during her period of service in the Indian Police
System. She introduced the open door policy where the civilians were encouraged to interact
personally with her. She implemented a "beat box" system: a complaint box installed in each ward,
and the beat constables were instructed to have an alert watch regarding the activities of their area.
She regularly asked people if they knew about the beat constable assigned to their area, and also
boosted the self-esteem.
While she was the DCP at Delhi, she clamped down on errant motorists with a heavy hand. She
replaced challans (traffic tickets) with spot fines. Her team towed improperly parked vehicles
using six tow trucks ("cranes") for traffic control. This earned her the nickname "Crane Bedi".
She is well known for introducing a number of reforms during her service as the Inspector General
of Prisons of the Tihar Jail in New Delhi, like detoxification programmes, yoga, meditation and
redressal of prisoners’ complaints.
Social activism
She was the founder of Navjyoti India Foundation, a NGO which provided residential treatment
to nearly 20,000 drug and alcohol addicts. It also started crime prevention programmes such as
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education of street children and slum kids. She also founded the Indian Vision Foundation (IVF)
which works in fields of police reforms, prison reforms, women empowerment and rural and
community development.
Anti-Corruption Movement

Kiran was a key member of the ‘India Against Corruption’ (IAC) movement which was led by
social activist Anna Hazare. She was involved in the protests and discussions which took place
between the government and the activists of the group. She was even arrested for a few hours
along with other members, before the movement began.
Politics
During the 2014 Indian general election, Bedi publicly supported Narendra Modi, the prime
ministerial candidate of Bharatiya Janata Party (BJP).
As an author
She is an inspirational writer and has many books to her credit such as
Demand for Swaraj: (1905–1930).
It's Always Possible: One Woman's Transformation of Tihar Prison
What Went Wrong? And Continues
I Dare

Varsha S V
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Update for the day #367 | Case Studies
1. Gift received by an individual from HUF isn't exempt: ITAT:
[Gyanchand M. Bardia v. ITO [2018]]
The assessee claimed that gift of certain amount received from his Hindu undivided family
(HUF) was exempt from tax under section 56(2)(vii). However, the Assessing Officer held that
the term 'relative' in Explanation (e) to Section 56(2)(vii) does not include HUF as donor and,
therefore, added the impugned amount to assessee's income under Section 68.
On further appeal, the Tribunal held in favor of revenue that as per Explanation to Section
56(2)(vii) members of an HUF are its relatives. Therefore, if HUF receives any sum from any of
its member, such sum shall not be chargeable to tax. However, in vice-versa cases when member
receives any sum from the HUF, same would be chargeable to tax as the term ‘relatives’ defined
under said Explanation does not include HUF as a relative of such individual. The legislative intent
is very clear that an HUF is not to be taken as a donor in case of an individual recipient. Thus, the
assessee's plea of having received a valid gift from his HUF was rightly declined and impugned
addition was to be upheld.
2. Sachin Tendulkar’ entitled to vacancy allowance as he failed to find tenant for vacant
flat:
[Sachin R. Tendulkar v. DCIT [2018]]
The Assessee, Mr. Sachin Tendulkar, owned two properties in Pune – Flat S and Flat T. Flat T
was let out, however, Flat S was vacant for the whole year as suitable tenant couldn’t be found. He
claimed that the said flat had remained vacant throughout the year despite his reasonable effort to
let out the same. In this regard, he submitted three letters written to the builder. In first letter, he
thanked the builder for identifying the tenant for the flat at Flat T and also requested to identify
tenant for Flat S. Subsequently, the assessee had written second letter and after that third letter
being reminders for identifying the tenant to let out Flat S.
Therefore, he claimed vacancy allowance under Section 23(1)(c) for Flat S and declared nil
income. During the course of assessment proceedings, the Assessing Officer made additions for
the notional rental income from Flat S, which was also upheld by the CIT(A).
The ITAT held in favour of assessee when same builder had helped the assessee to find tenant for
another flat, it couldn’t be said that these letters to the same builder to help him identify one more
tenant, to be considered as fake, defied logic. Therefore, if a property was held with an intention
to let out in the relevant year coupled with efforts made for letting it out, the same would fall
within the purview of section 23(1)(c).
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3. Priyanka Chopra shall pay tax on car gifted to her by 'Toyota' for brand promotion:
Mumbai ITAT:
[Priyanka Chopra v. DCIT [2018]]
The assessee, Priyanka Chopra, had entered into agreement with NDTV for promoting the
causes of environmental issues in association with Toyota. She was given a Toyota Prius hybrid
luxury sedan car for being the brand ambassador of NDTV-Toyota Greenathon Campaign. The
Assessing Officer taxed the market value of such car in the hands of assessee as business income
under section 28(iv). However, the assessee contended that the remuneration received against
her services as brand ambassador had been offered to tax in the year of receipt. Since she didn’t
render any services to Toyota Company, the value of the car given to her for promotional
purpose couldn’t be taxed in her hands.
The Mumbai ITAT held in favour revenue that assessee had done the promotional activity by
rendering the services as a brand ambassador of NDTV Toyota Greenathon Campaign, which
had also promoted the brand of Toyota. Therefore, value of Toyota car in this connection had
rightly been added in her hands under Section 28(iv). Further, the argument that there was no
agreement between Toyota and the assessee was totally irrelevant and unsustainable.

Rishabh Jain
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Update for the day #368 | US Trade War
What is a trade war?
It's what it sounds like - a trade war is when countries try to attack each other's trade with taxes
and quotas. One country will raise tariffs, a type of tax, causing the other to respond, in a tit-fortat escalation. This can hurt other nations' economies and lead to rising political tensions between
them.
US President Donald Trump reckons trade wars are "good" and easy. He's not afraid to raise
tariffs.
But what is a tariff?
It's a tax on a product made abroad. In theory, taxing items coming into the country means people
are less likely to buy them as they become more expensive. The intention is that they buy cheaper
local products instead - boosting your country's economy.
Why is Trump doing this?
Trump believes that Beijing has exploited the WTO-enabled global trade framework to it's
advantage. China has disrupted the international trading system through hidden subsidies, currency
manipulation and, more recently, technology theft. He also wants to cut the trade the deficit with
China - a country he has accused of unfair trade practices since before he became president.
What's a trade deficit?
It's a term meaning the difference between how much your country buys from another country,
compared with how much you sell to that country. And the US has a massive trade deficit with
China. Last year, it widened by $43.6bn to $419.2bn. He wants to cut back this trade deficit, and
he intends to use tariffs to do it.
What has happened until now?
The U.S. first imposed 25% tariffs on $50 billion worth of Chinese imports last summer. Tariffs
of 10% were imposed on $200 billion in September. Those tariffs doubled in May when talks
broke down between Beijing and Washington.
On May 13, following the imposition of higher port duties by the White House, China announced
it would increase tariffs on a revised list of 5,140 U.S. products, worth about $60 billion. An
additional tariff of 25% was levied on 2,493 products, including liquefied natural gas, soy oil,
peanut oil, and cosmetics. Other products will see tariffs of 5%-20%.
There’re also the earlier 25% tariffs on $50 billion worth of U.S. goods imposed in retaliation for
Trump's first shot against China last summer. That mostly includes agricultural products like
soybeans, beef, and pork. Last year, China imported 10 million more tons of Brazilian soy, making
Brazil the No. 1 exporter of soybeans instead of the U.S.
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Washington has been forced to subsidize American farmers to make up for lost sales to China.
China accounts for over half of U.S. soybean exports.
India is Trump’s Next Target in the Trade War
Just as tensions with China have started to ease, U.S. President Donald Trump has opened a new
front in his trade war: India. On March 4, 2019, he fired the first shot by notifying Congress to
end the favorable treatment India has enjoyed under the Generalized System of Preferences (GSP).
Negotiated during the 1970s under the auspices of the General Agreement on Tariffs and Trade,
and later subsumed into the World Trade Organization, GSP allows many products from India
and other developing countries to enter the United States duty-free.
The trade war may impact the Indian economy more adversely.
• A trade war would slow down global growth overall, worsening India’s already dismal
export numbers.
• The biggest impact could be on the rupee which is already battling historic lows against the US
dollar.
• The rising price of oil threatens to widen India's current account deficit, impacting India's
macroeconomic stability.
• Reducing investment flows into India.

Bashar Hamdi
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Update for the day #369| How life works?
"What you think about, you become. But many people give up too soon"
Here is a hard evidence that your thoughts affect the world around you.
You might say, "If only someone could demonstrate that my thoughts create my reality, then I
would be careful what I think. If someone could show that thought affects matter..." Well, one
Japanese researcher has been demonstrating it for years.
Dr Masaru Emoto has spent decades studying water. He freezes it and then photographs the ice
crystals under a dark field microscope. Now, here's what's fascinating: he talks to the water before
he freezes it, and the ice crystals respond to his conversation.
To one jar of water he will say, " I love you" and to another jar he will say, "You're ugly." The
water that is appreciated forms exquisite, highly organised crystals - like jewels. And the water that
is criticised crystallises into ugly blobs. Already this sounds like a science fiction, but it gets more
amazing. Dr Emoto has demonstrated that you don't even have to talk to the water to influence
the crystals. You can just think a word and send that thought to the water - and the ice crystals will
reflect the quality of your thoughts. And it gets more crazy. You don't even have to send a thought.
You can simply write a word on the side of the jar, freeze the water and observe similar results.
Words of love, encouragement and gratitude produce breathtaking crystals while words of hate
and criticism produce very different formations. He uses different languages and gets the same
result. He plays music - Beethoven, Mozart and heavy metal to water and photographs the crystals.
The illustrations below are selected from his books and from his website, www.masaru-emoto.net.

Dr Emoto has shared his research at the United Nations. Emoto's work is supported by other
researches. McGill University Associate Professor, Bernald Grad, who examined water after it had
been treated by people with healing abilties, discovered that there was "a fundamental change in
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the bonding of the hydrogen and oxygen in its molecular makeup." Russian research also supports
Grad's findings.
So what does this all mean?
The crazy new age idea that everything is consciousness turns out to be cutting edge science! You
are consciousness, everything around you is consciousness and how you think and feel determines
what you get.
You might think, " Okay, so everything we know is made of thought energy. But my thoughts are
just one small collection of energy in this humungous soup of thoughts we call the Cosmos. How
could my thoughts possibly be interacting with all that is to create my life experience?"
Well, the Universe is an energy system, constantly bringing itself into balance. You are part of it.
Everytime you have a thought - "I want a new job", "I might get the flu", "I never have enough
money”, "Everything will work out fine" - you shift the balance. The balance restores itself as your
thoughts materialise. Dr Emoto's findings are a stunning illustration of how our world works.

"Thoughts are real things.
Thoughts change situations.
We attract what we think."
Let us all have optimistic thoughts and lead a beautiful life.
Dhaarani M V
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Update for the day #370 |The Black Cat
Commandos
Brief History of National Security Guard (NSG)
•

The national Security was established in 1984 as a federal Contingency Deployment Force
for combating terrorist activities with a view to neutralise the threats posed by anti-national
elements.

•

Headed by an Indian Police Service cadre Director General, NSG is divided into the
Special Action Group (SAG) and the Special Rangers Group. SAG, which is responsible
for the direct execution of the operations, draws its recruits from the Indian Army. On the
other hand, SRG, which serves in a support capacity, draws its recruits from the central
paramilitary forces.

•

As a special counter terrorism force, it is intended for use only in exceptional situations
and not meant to take over the functions of the State Police forces or other Para Military
Forces

Training:
Basic NSG Training:
•

Training lasts for three (3) months and is delivered at the National Security Guard training
centre located at Manesar, Haryana.

•

NSG training is delivered through 26 elements, ranging from a cross – country obstacle
course to jumping from heights and across divides and scaling different kinds of terrain.

•

In addition to the above, training includes weapon handling using a variety of small
arms/specialised weapons specific to anti-terror/anti-hijack operations including
communication equipment. Those who successfully complete basic NSG training can
progress on to advanced NSG training.

Advanced NSG Training:
•

Advanced NSG training lasts for nine months and includes the following:
➢
➢
➢
➢
➢

Unarmed combat and knife combat
Surveillance and intelligence gathering
Demolition and bomb disposal techniques
Specialised insertion techniques and
Rapid and reflex shooting and mirror shooting
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Advanced training also covers Combat room shot in which candidates must enter a dark
room, adjust their vision to the darkness and Shoot at a target within three seconds or a
compatible laser intensifier.

Some Amazing facts that one should know about NSG Commandos of India:
•

They are called Black Cats because of their black coloured drill cotton coveralls and the
black cat insignia on their uniform.

•

The NSG Commandos are trained to not only take head shots – (two at one go) – the
double – tap system ensures proper neutralisation of the target.

•

In order for a person to remain in the force, target striking rate must not be less than 85%.

•

NSG commandos are divided into two groups – the Special Action Group (SAG) and the
Special Rangers Group (SRG) – the SAG comprises of 54% of the force and is the elite,
offensive wing that has members drawn from the Indian Army.

•

The SRG has members on deputation from Central police organisations like CRPF, the
BSF, the Indo-Tibetan Border Police and the Rapid Action force.

•

The NSG comprises of a total personnel strength of 14,500.

Ethos of National Security Force (NSG):
The Ethos of National Security Force is premised on the following:
•
•
•
•

Pursuit for excellence
Lead from the front
Zero Error
Speed, Surprise, Stealth, precision and accuracy are all its hall marks.

Weapons/tools used by Black Cat commandos for Combats:
Black Hornet: it is world’s smallest spy cam drone which is four inches in length, but size does not
matter when it comes to being lethal, it has the potential to destroy the enemy within a matter of
seconds. The nano drone weighs just 16 grams but can reach speeds of over 22 miles per hour. It
also comes with an in-built device with autonomous flight functions.
• MP5 Assault Rifles
• Glock Pistols
• Buster tools
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Some of NSG’s known operations includes:
•

2016 Pathankot Attack - NSG team took part in the operation to neutralize terrorists
where Lt. Col. Niranjan lost his life defusing a grenade or IED booby trapped on the body
of a dead terrorist, and 12 other members of the unit were injured. Six terrorists were
neutralised in the operation by the NSG, Defence Security Corps and the Garud
Commando Force.

•

2013 Patna Bombings - a team of the NSG, which was sent to Patna for post-blasts
analysis, at least three more Improvised Explosive Devices (IEDs) were defused.

•

2013 Bangalore Bomb Blast - NSG was deployed in Bangalore after the bomb blast took
place in the city.

•

26 November 2008 Mumbai attacks - Operation Black Tornado and Operation Cyclone
to flush out terrorists & rescue hostages after multiple attacks across Mumbai, India. Major
Sandeep Unnikrishnan and Havaldar Gajender Singh Bisht of the Special Action Group
were killed during the operations. Over 900 rooms were scanned, 9 terrorists killed and
over 600 hostages rescued during the operation.

Suresh Poudel
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Update for the day #371 | TESLA
Tesla, Inc
Tesla, Inc. (formerly Tesla Motors, Inc.) is an American Automotive and Energy company based
in Palo Alto, California. The company specializes in electric car manufacturing and, through its
SolarCity.
History
Tesla Motors was incorporated in July 2003 by Martin Eberhard and Marc Tarpenning who
financed the company until the Series A round of funding. The founders were influenced to start
the company after GM recalled all its EV1 electric cars in 2003 and then destroyed them. Elon
Musk led the Series A round of investment in February 2004, joining Tesla's board of directors as
its chairman. Tesla's primary goal was to commercialize electric vehicles, starting with a premium
sports car aimed at early adopters and then moving into more mainstream vehicles, including
sedans and affordable compacts.
Musk took an active role within the company and oversaw Roadster product design at a detailed
level.
Strategy
Tesla attempts to change the automotive industry by creating many innovative pieces that fit
together; this strategy was called "complex coordination" by Tesla investor Peter Thiel. Its
marketing, production, sales and technology strategies all are notably different from its
competitors.
Tesla's automotive strategy is to emulate typical technological-product life cycles and initially
targeted affluent buyers. It then moved into larger markets at lower price points.
According to a Musk blog post, "New technology in any field takes a few versions to optimize
before reaching the mass market, and in this case, it is competing with 150 years and trillions of
dollars spent on gasoline cars."
Tesla's production strategy includes a high degree of vertical integration (80% in 2016), which
include component production and proprietary charging infrastructure. The company operates
enormous factories to capture economies of scale. Vertical integration is rare in the automotive
industry, where companies typically outsource 80% of components to suppliers and focus on
engine manufacturing and final assembly.
Tesla's sales strategy is to sell its vehicles online and in company-owned showrooms rather than
through a conventional dealer network. Moving towards an e-commerce strategy, customers can
customize and order their vehicles online.
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Tesla's technology strategy focuses on pure-electric propulsion technology and transferring other
approaches from the technology industry to transportation, such as online software updates. Tesla
allows its technology patents to be used by anyone in good faith. Licensing agreements include
provisions whereby the recipient agrees not to file patent suits against Tesla, or to copy its designs
directly. Tesla retained control of its other intellectual property, such as trademarks and trade
secrets to prevent direct copying of its technology.
Auto Pilot
Tesla Autopilot provides semi-autonomous driver assist beginning in September 2014. Tesla
replaced its sensors and software in 2016 (Hardware version 2, or "HW2"). As of 2017, Autopilot
included adaptive cruise control, lane departure warning, emergency braking, Autosteer (semiautomated steering), Auto Park (parallel and perpendicular parking) and Summon (recalling the
vehicle from a parking place). HW2 includes eight cameras and twelve ultrasonic sensors, in
addition to forward-facing radar. HW2.5 was released in mid-2017 that upgraded HW2 with a
second GPU.
At the end of 2016, Tesla expected to demonstrate full autonomy by the end of 2017, which is
now expected in 2019. In April 2017 Musk predicted that in around two years drivers would be
able to sleep in their vehicle while it drives itself.
Other concepts
“There will be future cars that will be even more affordable down the road . . . With fourth
generation and smaller cars and what not, we'll ultimately be in a position where everyone can
afford the car”- Elon Musk at the Future Transport Solutions conference in Oslo, April 21, 2016.
On July 20, 2016, Musk detailed his new master plan for Tesla. It includes more affordable cars
produced in higher volume, solar-power roofs, mid-size vehicles, SUVs and pickup trucks, as well
as the refinement of autonomous vehicles and the creation of a sharing economy, in which cars
can be active while the owner is not using them.
At the company's annual shareholder meeting in June 2018, Musk revealed Tesla's intention to
enter a new market segment, offering a compact hatchback in "less than five years".
In April 2019 Elon Musk announced Tesla is going to launch an unmanned taxi by the end of
2020. The company plans to have more than 1 million unmanned vehicles by this time.
Charging
In 2012, Tesla began building a network of 480-volt fast-charging Supercharger stations. As of
December 2018, there are 1,375 Supercharger stations operated globally with 11,414
superchargers. The Supercharger is a proprietary direct current (DC) technology that provides up
to 120 kW of power, resulting in a full charge in around 75 minutes. Tesla cars can recommend
the fastest route for long-distance travel, incorporating possible charging delays. All Tesla cars
come standard with Super-charging hardware.
Destination charging location network
In 2014, Tesla discreetly launched the "Destination Charging Location" Network by providing
chargers to hotels, restaurants, shopping centres, resorts and other full-service stations to provide
on-site vehicle charging at twice the power of a typical charging location. All installed chargers
appear in the in-car navigation system.
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Update for the day #372 | Advance Pricing
Agreement
India has had a significant number of Transfer Pricing (TP) controversies, since implementation,
given the subjective nature of the regulation and aggressive implementation. The Government has
gone to great lengths to implement a series of reforms at both the policy and the implementation
level to improve TP regulation. These reforms have been aimed at providing more certainty,
incorporating global best practices and showcasing India’s willingness to be an open and
“resolution”- oriented tax jurisdiction.
In this backdrop, today's update will be about a glimpse of the Advance Pricing Agreement (APA).
** What is an Advance Pricing agreement?
An APA is an agreement between a tax payer and tax authority determining the transfer
pricing methodology for pricing the tax payer’s international transactions for future years. The
methodology is to be applied for a certain period of time based on the fulfilment of certain terms
and conditions (called critical assumptions).
Advance Pricing Agreement (APA) provisions were introduced in the Income-tax Act, 1961 (Act)
w.e.f. 1 July 2012. The rules in respect of the APA scheme have been notified by the Central Board
of Direct Taxes (CBDT) by way of insertion of Rule 10F to Rule 10T and Rule 44GA in the
Income-tax Rules, 1962 (Rules).
** What will be the scope of an APA?
An agreement, among other things would include:
• International transactions covered;
• Agreed transfer pricing policy;
• Determination of arm’s length price including the transfer pricing methodology to be applied;
• Definition of any relevant term; and
• Critical assumptions and the conditions, if any, other than that provided in the Act or the Rules.
** Who is eligible to file for an APA?
Any tax payer who has undertaken an international transaction or is contemplating to undertake
an international transaction is eligible to file for an APA.
** What are the different types of APAs?
An APA can be unilateral, bilateral, or multilateral.
• Unilateral APA: An APA that involves only the tax payer and the tax authority of the country
where the tax payer is located.
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• Bilateral APA (BAPA): An APA that involves the tax payer, associated enterprise (AE) of the
tax payer in the foreign country, tax authority of the country where the tax payer is located, and
the foreign tax authority
• Multilateral APA (MAPA): An APA that involves the tax payer, two or more AEs of the tax
payer in different foreign countries, tax authority of the country where the tax payer is located, and
the tax authorities of AEs.
**What are the transactions that can be covered in an APA?
Any type of international transaction can be covered in an APA.
**Do the APA rules prescribe any criteria for accepting an APA?
There are no monetary limits or other prescribed criteria for a tax payer to be eligible for applying
for an APA.
**Can tax payers opt to cover some of the several international transactions in an APA?
Yes, the taxpayers have the option covering all or some of the international transactions in an
APA.
**What is the validity period for an APA once executed?
Validity period for an APA is five consecutive years or less as agreed between the taxpayer and the
CBDT.
**Are there any roll back provisions?
Yes. The Finance (No 2) Act, 2014 amended the Indian transfer pricing regulations to permit roll
back of Advance Pricing Agreements (APAs) for a maximum period of four prior years with effect
from 1 October 2014, subject to such conditions, procedure and manner as may be prescribed.
The Central Board of Direct Taxes (‘Board’), on 14 March 2015, has notified the rules for
implementing roll back of APA’s (APA Roll Back Rules or the Rules). The rollback provisions are
applicable for four prior years in respect of the same international transaction for which a forwardlooking APA is filed.
**What are the key benefits of APA?
An APA provides the following benefits • Certainty with respect to tax outcome of the tax payer’s international transactions, by agreeing in
advance the arm’s length pricing or pricing methodology (ies) to be applied to the tax payer’s
international transactions covered by the APA;
• Removal of an audit threat (minimize rigours of audit), and deliverance of a particular tax
outcome based on the terms of the agreement;
• Substantial reduction of compliance costs over the term f the APA; and
• For tax authorities, an APA reduces cost of administration and also frees scarce resources.
Consequently, APAs provide a win-win situation for all the stakeholders involved.
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**What are critical assumptions?
An APA will define in advance the critical assumptions, including those not within the control of
the enterprise or the tax authorities. Such assumptions can be any fact about the enterprise, an
affiliate, a third party, an industry or general economic conditions
Examples of some of the assumptions can be as below:
• assumptions about the relevant domestic tax law and treaty provisions and government
regulations;
• assumptions about economic conditions;
• assumptions about the nature of the functions and risks of the enterprises involved in the
transactions;
• assumptions about the enterprises that operate in each jurisdiction and the form in which they
will do so etc.
**What are the key points to consider while deciding whether to go for an APA or not?
The following key points should be considered by a tax payer while taking this decision:
• ongoing and expensive audit history;
• nature of transactions being complex;
• facts are expected to remain stable over a period of next few years;
• New transactions, proposed to be entered, which may give rise to litigation; and
• Transactions entailing business restructuring, intangibles, financial transactions etc. In the
aforementioned cases, APA may be preferred to achieve certainty in pricing of transaction
The APA creates an unambiguous and tax friendly environment. Where a forward-looking APA
and rollback is concluded successfully, it would give certainty to the taxpayers.

Rashmi D
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Update for the day #373| Adiyogi Shiva Statue
Sadhguru Jaggi Vasudev designed the 112-foot Adiyogi Shiva statue, which is located at the Isha
Yoga Centre.
Adiyogi is located at the Isha Yoga complex which houses the Dhyanalinga in Coimbatore, Tamil
Nadu at the foothills of Velliangiri Mountains, a range in the Western Ghats. The statue was
designed over two years and manufactured within eight months. The bust is cast in steel. The
height of the statue, 112 ft. (34 m), symbolizes the 112 possibilities to attain to moksha (liberation)
that are mentioned in yogic culture. Sadhguru also said that the height represents the 112 chakras
in the human system.
The Isha Foundation plans to erect such statues in three more locations in the eastern, western
and northern parts of India - in Varanasi, Mumbai and Delhi. The statue's face is world's tallest
bust of Shiva. The tallest Shiva statue is the Kailasnath Mahadev Statue in Nepal 20-km east of the
capital, Kathmandu, which is 44 metres (143 ft.) tall.
A Linga called "Yogeshwar Linga" was consecrated through the ceremony called prana pratishtha,
and is placed in front of the Adiyogi statue. This linga has five chakras – Muladhara (root chakra),
Svadhishthana (sacral chakra), Manipura (solar plexus chakra), Vishuddhi (throat chakra), and Ajna
(third eye chakra), and each one of them has sixteen dimensions. The linga specifically has no
Anahata (heart chakra) as it is to represent "a heartless yogi", not heartless as being insensitive but
inclusive who doesn't need emotions. Sadhguru notes that the statue is named as "Adiyogi", which
means "the first yogi", as Shiva is known as the originator of yoga. The South-facing Adiyogi is
also called Dakshinamurthy and Adi Guru (first Guru).
Inauguration
In 2014, on Guru Poornima, a 6.4-metre (21 ft.) version of the same statue was unveiled at the
Isha Yoga Centre. This version weighed 30 tonnes and was constructed in three months by a team
of fifteen people. This statue was also made of steel. On 30 January 2017, a replica model of the
statue was taken out in a procession.
The main statue was inaugurated by Narendra Modi on Maha Shivaratri, 24 February 2017. He
also inaugurated the book Adiyogi: The Source of Yoga written by Sadhguru and Arundhathi
Subramaniam, and lit the yajna fire for the Maha Yoga Yagna. Notable politicians present at the
event include Tamil Nadu Governor C. Vidyasagar Rao, Tamil Nadu Chief Minister Edappadi K.
Palaniswami, Madhya Pradesh Chief Minister Shivraj Singh Chouhan, Rajasthan Chief Minister
Vasundhara Raje Scindia, Andhra Pradesh Chief Minister N. Chandrababu Naidu, Minister Pon
Radhakrishnan, and Puducherry Lieutenant Governor Kiran Bedi. Along with politicians, various
celebrities from Bollywood as well as Kollywood like actresses Juhi Chawla and Kajal Aggarwal
were also present.
To mark the unveiling of the statue, the song "Adiyogi - The source of Yoga" was released by
the Isha Foundation on YouTube on 19 February 2017. The song was sung and composed by
Kailash Kher with the lyrics being written by Prasoon Joshi and also performed live at the
inaugural function by Kher. Narendra Modi at the inauguration mentioned that "by practising
Yoga, a spirit of oneness is created. Oneness of mind, body and the intellect, oneness with our
families and with the society we live in, with fellow humans and with birds, animals and trees.
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“Another 6.4-metre (21 ft) statue of Adiyogi was unveiled in Tennessee, USA, in October 2015
by the Isha Foundation. The abode called "Adiyogi: The Abode of Yoga" in Tennessee is spread
over a 2,800 m2 (30,000 sq. ft) area and the project cost over $8 million.
Controversy
Various environmental activists and groups protested the inauguration claiming that the statue
was built in the catchment area of the Noyyal River, thus affecting biodiversity and violating
building bylaws. A Public Interest Litigation was also filed by Vellingiri Hill Tribal Protection
Society in the Madras High Court challenging the construction of the statue. The Isha
Foundation however stated that it has acquired all the required approvals of the construction.
On 1 March 2017, the Deputy Director of Town and Country Planning filed their report stating
that the statue and various buildings like the arch, road, a parking lot and mandapams (outdoor
hall or pavilion) were constructed without taking proper approvals. The matter is currently sub
judices as the High Court will wait for responses from all the concerned twelve respondents in
the case before taking the decision.

Mounisha R
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Update for the day #374 | Concept of 5S
5S is a workplace organization method that uses a list of five Japanese words: Seiri, Seiton,
Seisō, Seiketsu, and Shitsuke. These have been translated as "Sort", "Set In order", "Shine",
"Standardize" and "Sustain".
This list helps how to organize a work space for efficiency and effectiveness by identifying
and storing the items used, maintaining the area and items, and sustaining the new order.
In some places, 5S has become 6S, the sixth element being safety
The 5S

1) Sort:
Sort is sorting all items in a location and removing all unnecessary items from the location.
Goals:
•
•
•
•
•

Reduce time loss looking for an item by reducing the number of items.
Reduce the chance of distraction by unnecessary items.
Simplify inspection.
Increase the amount of available, useful space.
Increase safety by eliminating obstacles.

Implementation:
•
•
•

Check all items in a location and evaluate whether or not their presence at the location is
useful or necessary.
Remove unnecessary items as soon as possible.
Keep the working floor clear of materials except for those that are in use to production.

2) Set in Order:
Set in Order is putting all necessary items in the optimal place for fulfilling their function in the
workplace.
Goal:
•

Make the workflow smooth and easy.

Implementation:
•

•

Arrange work Place in such a way that all things are in close proximity, in an easy to reach
the spot and in a logical order adapted to the work performed. Place components
according to their uses, with the frequently used components being nearest to the
workplace.
Arrange all necessary items so that they can be easily selected for use. Make it easy to find
and pick up the necessary items.
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3) Shine:
Shine is sweeping or cleaning and inspecting the workplace, tools and machinery on a regular
basis.
Goals:
•
•

Improves the production process efficiency and safety, reduces waste, prevents errors and
defects.
Keep the workplace safe and easy to work in.

Implementation:
•
•

Clean the workplace and equipment on a daily basis, or at another appropriate (high
frequency) cleaning interval.
Inspect the workplace and equipment while cleaning.

4) Standardize:
Standardise is to standardize the processes used to sort, order and clean the workplace.
Goal:
• Establish procedures and schedules to ensure the repetition of the first three ‘S’ practices.
Implementation:
• Develop a work structure that will support the new practices and make it part of the daily
routine.
• Ensure everyone knows their responsibilities of performing the sorting, organizing and
cleaning.
• Review the status of 5S implementation regularly using audit checklists.

5) Sustain/Self-discipline:
Sustain/Self Discipline is implementing behaviours and habits to maintain the established
standards over the long term.
Goal:
• Ensure that the 5S approach is followed.
Implementation:
• Organize training sessions.
• Perform regular audits to ensure that all defined standards are being implemented and
followed.
• When issues arise, identify their cause and implement the changes necessary to avoid
recurrence.
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Application of 5S Applications:
5S methodology has expanded from manufacturing and is now being applied to a wide variety
of industries including health care, education, and government, visual management.

Prathyush M
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Update for the day #375 | Black Holes
What is a Black Hole?
A black hole is a place in space where gravity pulls so much that even light can’t get out. The
gravity is so strong because matter has been squeezed into a tiny space. This can happen when a
star is dying.
Because no light can get out, people can't see black holes. They are invisible. Space telescopes with
special tools can help find black holes. The special tools can see how stars that are very close to
black holes act differently than other stars.
How Big Are Black Holes?
Black holes can be big or small. Scientists think the smallest black holes are as small as just one
atom. These black holes are very tiny but have the mass of a large mountain. Mass is the amount
of matter, or "stuff," in an object.
Another kind of black hole is called "stellar." Its mass can be up to 20 times more than the mass
of the sun. There may be many, many stellar mass black holes in Earth's galaxy. Earth's galaxy is
called the Milky Way.
The largest black holes are called "supermassive." These black holes have masses that are more
than 1 million suns together. Scientists have found proof that every large galaxy contains a
supermassive black hole at its centre. The supermassive black hole at the centre of the Milky Way
galaxy is called Sagittarius A. It has a mass equal to about 4 million suns and would fit inside a very
large ball that could hold a few million Earths.
How Do Black Holes Form?
Scientists think the smallest black holes formed when the universe began.
Stellar black holes are made when the centre of a very big star falls in upon itself, or collapses.
When this happens, it causes a supernova. A supernova is an exploding star that blasts part of the
star into space.
Scientists think supermassive black holes were made at the same time as the galaxy they are in.
If Black Holes Are "Black," How Do Scientists Know They Are There?
A black hole can’t be seen because strong gravity pulls all of the light into the middle of the black
hole. But scientists can see how the strong gravity affects the stars and gas around the black hole.
Scientists can study stars to find out if they are flying around, or orbiting, a black hole.
When a black hole and a star are close together, high-energy light is made. This kind of light can’t
be seen with human eyes. Scientists use satellites and telescopes in space to see the high-energy
light.
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Could a Black Hole Destroy Earth?
Black holes do not go around in space eating stars, moons and planets. Earth will not fall into a
black hole because no black hole is close enough to the solar system for Earth to do that.
Even if a black hole the same mass as the sun were to take the place of the sun, Earth still would
not fall in. The black hole would have the same gravity as the sun. Earth and the other planets
would orbit the black hole as they orbit the sun now.
The sun will never turn into a black hole. The sun is not a big enough star to make a black hole.

Sri Ganesh
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Update for the day #376 | Why you bought
Sensodyne?
Why you bought/used Sensodyne...?
Sensodyne is marketed as a toothpaste for the sensitive teeth, but it is even used by the
people without sensitive teeth. At one time, Sensodyne used to lead the Indian market
with a 30% market share where there only 10% of the customers who have sensitive teeth.
This huge difference is due to their package, ads campaigning and is because of the
neuromarketing.
What is neuro marketing...?
Neuromarketing is a commercial marketing communication field that applies neuropsychology
to marketing research, studying consumers' sensorimotor, cognitive, and affective response to
marketing stimuli.
Neuromarketing is taking the world by storm and has been utilized by almost every major company
and university in some way or form.
Following are the key takeaways are the following
Importance of Eye Gaze
It is old news that ads that include people are much more effective than those that do not. In
particular, images and videos that include babies tend to attract longer and more focused attention
from potential customers. Advertisers have long attempted to boost sales for baby products using
close ups of adorable baby faces – with the help of eye tracking technology they have identified
that this alone is not enough and pushed the limits of the ad campaigns identifying additional traits
that effect the audience.
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Colour is the Key
When selecting colours, bear in mind that you may be influencing how potential customers feel.
Colours can evoke a wide range of emotions, with studies consistently showing a link between
certain colours and certain emotions.

Ad Efficiency
For many years brain imaging was purely the reserve of the academic or the scientific.
Neuromarketing - however, has tapped into the incredible potential of fMRI imaging to grant us
insights into human behaviour and consumer habits.
One example of how neuromarketing has made use of fMRI is to compare advertising
campaigns before releasing them to the general public. In one particular study, three different ads
for the National Cancer Institute’s telephone hotline were viewed by participants. The ad campaign
that elicited the highest amount of brain activity in a particular region, led to significantly higher
calls to the hotline. This novel approach is a new avenue for identifying ad campaigns that will
genuinely engage the public. So, unknowingly sometimes customers are being control allegedly.
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Reward and Punishment
Even video game design has started to use psychological principles in the product design process,
specifically using reward and punishment in order to make engaging games, and to keep people
playing them. By increasing the reward presented by the game, the action may also increase the
levels of dopamine (a neurotransmitter) within the brain. This neurotransmitter is associated with
pleasure and positive associations, which can increase the attachment to keep playing.
There are some activists opposing certain neuromarketing procedures and methods, as well as
pushing the governments to pass legislation to keep the neuromarketing regulated. Some
Neuromarketing Brand managers such as Martin Lindstrom have actually projected the future is
so threatening with the increasing tech in the scanning and imaging technology.
How to keep neuromarketing forces at control by a customer?
Before buying any product, a customer has to question himself as the following
Why I am buying the product?
Will the premium payment provide me value added benefits?

Ashrith ARK

45
SURESH & CO.

EMERGING THOUGHTS

Update for the day #377 | History of ICC Cricket
World Cup
With the ICC Cricket World Cup well underway, let us understand the history of one of the
most coveted competitions in the world.
What is ICC Cricket World Cup?
It is the event which is organised by the sport’s governing body i.e. ICC (International Cricket
Council) every four years with a preliminary tournament preceding the tournament. It is
considered as the “flagship event of the international cricket calendar” by the ICC.
History of the ICC Cricket World Cup
Prior to the inception of the World Cup, cricket was contested at the 1900 Summer Olympics
where Great Britain defeated France by 158 runs. However, the International Olympic
Committee cancelled the game as an Olympic sport later.
In the early 1960’s, the English county teams played a shortened version of the which lasted
for just one day.
In 1962, a 4-team knockout competition named as the Midlands Knockout Cup was organised
which was later followed by the Gillette Cup in 1963 and in 1969, a Sunday League was
created. The success and popularity of the domestic competitions in England led to the ICC
to consider organising a World Cup.
The Men’s World Cup was first held in 1975 in England and was called as the Prudential
Cup after the financial service company Prudential plc who sponsored the event.
The matches were 60 overs per team and was played with red balls and the players wore a
traditional white uniform. West Indies won the first world cup defeating Australia by 17 runs
in the finals.
The next 2 world cups in 1979 and 1983 were again held in England with West Indies
defending their title in 1979 and losing to India by 43 runs in the 1983 World Cup finals.
The 1987 world cup was held in India and Pakistan with the overs being reduced from 60 to
50 overs. This was the first victory in a World Cup in the Finals by Australia who narrowly
beat England by 7 runs (which is the closest margin so far in a World Cup Final)
The 1992 World Cup was won by Pakistan in England. It was also the first world cup that
South Africa played in and it is also more famous for the implementation of the Duckworth
Lewis system which resulted in South Africa needing to chase a revised target of 22 runs from
1 ball as a result of rain stopping play.
The 1996 World Cup hosted by India, Pakistan and Sri Lanka is more famous for its off-field
exploits than the on-field achievements by Sri Lanka who won the world cup for the very first
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time. Australia and West Indies refused to play their respective matches against Sri Lanka in
Sri Lanka as a result of a Tamil Tiger bombing. In the semi-final match played between India
and Sri Lanka, Sri Lanka were awarded victory by default after riots broke out in protest
against the performance by India who slumped from 98/1 to 120/8 while chasing a target of
252.
The World Cup tournament held from 1997 to 2007 was dominated by the Australian team
who crushed any opponents in their way to successfully become the first nation to win the
World Cup thrice.
The 2011 World Cup was held jointly in India, Sri Lanka and Bangladesh and in the end, India
won the World Cup after a gap of 28 years by beating Sri Lanka in the finals. By winning the
match, India became the first team to win the finals on home soil.
- First time that 2 Asian teams met in the finals
- First time since the 1992 World Cup that Australia failed to make the finals
The 2015 World Cup was hosted jointly by Australia and New Zealand and was also the first
Trans-Tasman World Cup final which was again won by Australia for a record fifth time.
Results by Country
National Team

Final
Appearances
Australia
7
3
India
West Indies 3
Sri Lanka
3
2
Pakistan

Winners Years won
5
2
2
1
1

1987, 1999, 2003, 2007, 2015
1983, 2011
1975, 1979
1996
1992

The 2019 ICC Cricket World cup is the 12th edition of the Cricket World cup. The hosting
rights were awarded in April 2006, after England withdrew from the bidding to host the 2015
ICC Cricket world cup which was held in Australia & New Zealand. It is the fifth time that
the cricket world cup is being held in England & Wales following the 1975, 1979, 1983 and
1999 World Cups.
Hope the sun shines at universe! The men in blue shine @ Lords this time and Virat's team
have same potential to repeat the heroics that Kapil Dev & MSD's team did.

Manoj K
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Update for the day #378 |International Yoga Day
International Yoga Day or commonly and unofficially referred to as Yoga Day, is celebrated
annually on 21 June since its inception in 2015. An international day for yoga was declared
unanimously by the United Nations General Assembly (UNGA).[1] Yoga is a physical, mental and
spiritual practice originated in India.[2] The Indian Prime Minister Narendra Modi in his UN
address suggested the date of 21 June, as it is the longest day of the year in the Northern
Hemisphere and shares a special significance in many parts of the world.
Origin
The idea of International Day of Yoga was first proposed by the current Prime Minister of India,
Mr. Narendra Modi during his speech at the UNGA, on 27 September 2014. He stated:
Yoga is an invaluable gift of India's ancient tradition. It embodies unity of mind and body; thought
and action; restraint and fulfilment; harmony between man and nature; a holistic approach to
health and well-being. It is not about exercise but to discover the sense of oneness with yourself,
the world and the nature. By changing our lifestyle and creating consciousness, it can help in wellbeing. Let us work towards adopting an International Yoga Day. Narendra Modi
UN Declaration
Following the adoption of the UN resolution, several leaders of the spiritual movement in India
voiced their support for the initiative. The founder of Isha Foundation, Sadhguru, stated, "this
could be a kind of a foundation stone to make scientific approach to the inner well-being of the
human being, a worldwide thing... It's a tremendous step for the world." The founder of Art of
Living, Ravi Shankar, lauded the efforts of Modi, saying, "It is very difficult for any philosophy,
religion or culture to survive without state patronage. Yoga has existed so far almost like an orphan.
Now, official recognition by the UN would further spread the benefit of yoga to the entire world."
Editions
2015
The first International Day of Yoga was observed around the world on 21 June 2015. The Ministry
of AYUSH made the necessary arrangements in India. 35,985 people, including Narendra Modi
and dignitaries from 84 nations, performed 21 asanas (yoga postures) for 35 minutes at Rajpath in
New Delhi. The day was observed by millions across the world. NCC cadets entered the Limca
Book of Records for the "largest yoga performance simultaneously by a single uniformed youth
organisation" by performing at multiple venues.
2016
A senior government official said, "The government of India has decided to take forward the
momentum created by International Day of Yoga, 2015 with greater and more active participation
of youth during the current year celebrations." The ministry organized an event titled "The
National Event of Mass Yoga Demonstration" at Chandigarh, which was to be attended by the
Indian Prime Minister.

48
SURESH & CO.

EMERGING THOUGHTS

2017
In Lucknow, the Indian prime minister Narendra Modi participated in the event and practiced
yoga along with 51,000 participants. Many business leaders in India also took part in the event. In
New York, thousands of participants gathered to practice yoga on Times Square. Japan created a
Parliamentary League for the promotion of yoga just prior to the event, in April 2017.
2018
The event in Dehradun was held at the Forest Research Institute. PM Modi led an estimated 50,000
volunteers to mark the fourth anniversary of International Yoga Day. The theme for 2018 was
"Yoga for Peace". Over 100,000 people gathered at a yoga session in Kota, Rajasthan and
performed yoga together, earning the city a Guinness World Record.

Dhanush B S
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Update for the day #379 | Fugitive Economic the
Offenders Act, 2018
Can the threat of the confiscation and sale of property deter the next Vijay Mallya or Nirav Modi
from fleeing the country?
The government certainly believes so.
The Fugitive economic offenders Act provide measures to deter economic offenders from evading
the process of Indian law by remaining outside the jurisdiction of Indian courts.
The fugitive economic offenders Act 2018 has come into force on 21st April ,2018 and it extends
to the whole of India. This act can apply to any individual who is or becomes a fugitive economic
offender on or after the date of this act coming into force.
Who is a Fugitive Economic Offender?
As per Section 4 of Fugitive economic offenders Act any Individual against whom a warrant for
arrest in relation to a schedule offence has been issued by any court in India, who
• Leaves or left India so as to avoid criminal prosecution or
• Refuses to return to India to face criminal prosecution.
How is a person declared as Fugitive Economic Offender?
For the purpose of declaring an individual as a fugitive economic offender the central government
appoints a director, the director or any other officer not below the rank of Deputy Director
authorised by the director has reasons to believe on the basis of material in his possession that any
individual is a fugitive economic offender he may file an application in the special court set up for
fugitive economic offenders under the prevention of Money-laundering Act, 2002.
What does the application filed by the director contain?
Under clause 2 of the act the application should contain the following
• Reasons for believing that the individual is a fugitive economic offender
• Whereabouts of the offender (Information regarding the individual)
• A list of properties or the value of such properties believed to be the proceeds of crime,
including any such property outside India for which confiscation is sought;
• A list of properties or benami properties owned by the individual in India or abroad
for which confiscation is sought; and
•

A list of persons who may have an interest in any of the properties listed under clauses.

50
SURESH & CO.

EMERGING THOUGHTS

Procedure for declaration
Where an application has been duly filed, the special court shall issue a notice to an individual who
is alleged to be a fugitive economic offender. The notice shall also be issued to any other person
who has interest in the property mentioned in the application
A notice shall
• require the individual to appear at a specified place and time not less than six weeks from
the date of issue of such notice; and
• State that failure to appear on the specified place and time shall result in a declaration of
the individual as a fugitive economic offender and confiscation of property under this Act.
•

The notice shall be forwarded to such authority, as the central government may notify, for
effecting service in a contracting state. The authority shall make efforts to serve the notice
within a period of two weeks in such manner as may be prescribed.

•

It can also be served to the individual alleged to be Fugitive economic offender by
electronic means – his electronic mail address submitted in connection with an application
for allotment of Permanent account number or application for enrolment of adhar.

Declaration of Fugitive Economic Offender
After hearing the application, if the Special Court is satisfied that an individual is a fugitive
economic offender, it may, by an order, declare the individual as a fugitive economic offender for
reasons to be recorded in writing.
On a declaration, the Special Court may order that any of the following properties stand
confiscated to the Central Government
•

the proceeds of crime in India or abroad, whether or not such property is owned by
the fugitive economic offender; and

•

any other property or benami property in India or abroad, owned by the fugitive
economic offender.

Pragathi R Arcot
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Update for the day #380 | A brief note on
Liberalised Remittance Scheme (LRS)
A brief note on the Liberalised Remittance Scheme
Introduction
Liberalised Remittance Scheme (LRS) was introduced on February 4, 2004, vide A.P. (DIR Series)
Circular No. 64 dated February 4, 2004 read with Government of India Notification G.S.R. No.
207(E) dated March 23, 2004, as a liberalization measure to facilitate resident individuals to remit
funds abroad. However, only residents are covered under the Liberalised Remittance Scheme. This
scheme is not applicable to corporates, partnership firm, HUF, Trusts, etc.
The LRS limit has been revised in stages consistent with prevailing macro and micro economic
conditions. At present, all resident individuals, are allowed to freely remit up to USD 2,50,000 per
financial year (April – March) for any permissible current or capital account transaction or a
combination of both under the LRS.
Capital account transactions are those transactions which alters the resident’s asset/liability outside
India or alters the Non-resident’s assets or liability in India. Transactions other than capital account
transactions are current account transactions.
Though the limit is set in USD, the remittances can be made in any freely convertible foreign
currency.
Transactions covered under LRS
Individuals can avail of foreign exchange facility for the following purposes within the LRS limit
of USD 2,50,000 on financial year basis:
• Private visits to any country (except Nepal and Bhutan)
• Gift or donation
• Going abroad for employment
• Emigration
• Maintenance of close relatives abroad
• Travel for business, or attending a conference or specialized training or for meeting
expenses for meeting medical expenses, or check-up abroad, or for accompanying
as attendant to a patient going abroad for medical treatment/ check-up
• Expenses in connection with medical treatment abroad
• Studies abroad
• Any other current account transaction which is not covered under the definition
of current account in FEMA 1999.
Transactions not covered under LRS
The remittance facility under the Scheme is not available for the following:
• Remittance for any purpose specifically prohibited under Schedule-I (like purchase
of lottery tickets/sweep stakes, proscribed magazines, etc.) or any item restricted
under Schedule II of Foreign Exchange Management (Current Account
Transactions) Rules, 2000.
• Remittance from India for margins or margin calls to overseas exchanges /
overseas counterparty.

52
SURESH & CO.

•
•
•

•

EMERGING THOUGHTS

Remittances for purchase of FCCBs issued by Indian companies in the overseas
secondary market.
Remittance for trading in foreign exchange abroad.
Capital account remittances, directly or indirectly, to countries identified by the
Financial Action Task Force (FATF) as “non- cooperative countries and
territories”, from time to time.
Remittances directly or indirectly to those individuals and entities identified as
posing significant risk of committing acts of terrorism as advised separately by
the Reserve Bank to the banks.

Procedure for remittance
It is mandatory for the resident individual to provide his/her Permanent Account Number for all
transactions under LRS made through Authorized Persons. There are no restrictions on the
frequency of the remittance under LRS. However, the total amount of foreign exchange purchased
from or remitted through, all the sources in India during a financial year should be within the
cumulative limit of USD 2,50,000. Once a remittance is made for an amount up to USD 2,50,000
during the financial year, a resident individual would not be eligible to make any further remittances
under this scheme.
For remittances pertaining to permissible current account transactions, if the applicant seeking to
make the remittance is a new customer of the bank, Authorised Dealers should carry out due
diligence on the opening, operation and maintenance of the account. Further, the AD should
obtain bank statement for the previous year from the applicant to satisfy themselves regarding the
source of funds. If such a bank statement is not available, copies of the latest Income Tax
Assessment Order or Return filed by the applicant may be obtained. He has to furnish Form A-2
regarding the purpose of the remittance and declare that the funds belong to him and will not be
used for purposes prohibited or regulated under the Scheme.
Regarding submission of form 15CA, 15CB, in terms of A. P. (DIR Series) circular No. 151 dated
June 30, 2014, Reserve Bank of India will not issue any instructions under the FEMA, regarding
the procedure to be followed in respect of deduction of tax at source while allowing remittances
to the non-residents. It shall be mandatory on the part of ADs to comply with the requirement of
the tax laws, as applicable.
Gift under LRS
A resident individual can make a rupee gift to a Non-Resident Indian/Person of Indian Origin
(NRI/PIO) who is a close relative of the resident individual [relative’ as defined in Section 2(77)
of the Companies Act, 2013] by way of crossed cheque /electronic transfer. The amount should
be credited to the Non-Resident (Ordinary) Rupee Account (NRO) a/c of the NRI / PIO and
credit of such gift amount may be treated as an eligible credit to NRO a/c. The gift amount would
be within the overall limit of USD 250,000 per financial year as permitted under the LRS for a
resident individual. It would be the responsibility of the resident donor to ensure that the gift
amount being remitted is under the LRS and all the remittances made by the donor during the
financial year including the gift amount have not exceeded the limit prescribed under the LRS.
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Loan under LRS
A resident individual is permitted to make a rupee loan to NRI/PIO who is a close relative of the
resident individual (‘relative’ as defined in Section 2(77) of the Companies Act, 2013) by way of
crossed cheque/ electronic transfer subject to the following conditions:
o The loan is free of interest and the minimum maturity of the loan is one year.
o The loan amount should be within the overall LRS limit of USD 2,50,000, per
financial year, available to the resident individual. It would be the responsibility of
the lender to ensure that the amount of loan is within the LRS limit of USD
2,50,000 during the financial year.
o The loan shall be utilised for meeting the borrower's personal requirements or for
his own business purposes in India.
o The loan shall not be utilised, either singly or in association with other person, for
any of the activities in which investment by persons resident outside India is
prohibited, namely;
▪ The business of chit fund, or
▪ Nidhi Company, or
▪ Agricultural or plantation activities or in real estate business, or
construction of farmhouses, (real estate business shall not
include development of townships, construction of residential /
commercial premises, roads or bridges) or
▪ Trading in Transferable Development Rights (TDRs).
o The loan amount should be credited to the NRO a/c of the NRI /PIO. Credit of
such loan amount may be treated as an eligible credit to NRO a/c.
o The loan amount shall not be remitted outside India.
o Repayment of loan shall be made by way of inward remittances through normal
banking channels or by debit to the Non-resident Ordinary (NRO)/ Non-resident
External (NRE) / Foreign Currency Non-resident (FCNR) account of the
borrower or out of the sale proceeds of the shares or securities or immovable
property against which such loan was granted.

Manjula A
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Update for the day #381 | Once a front-runner,
what is wrong with Jet Airways?
Once a front-runner, what is wrong with Jet Airways?

As the deadline for the bids to buy Jet Airways looms, the $1.2 billion debt-stricken airline is likely
to go down into the history books.
At one time, Jet Airways was the biggest and arguably, the best airline in India. With the rapidly
expanding aviation market and more Indians choosing air travel as their primary way of reaching
their destination, Jet Airways seemed like it was destined for success. The privately owned carrier
enjoyed very high highs. With over 120 aircraft flying to almost 1000 destinations, it seemed like
Jet Airways had overcome the odds. Previous to this, privately owned airlines in India did not fare
well. For example, Vijay Mallya’s Kingfisher Airlines went down in a very similar, but different
fashion. While Jet Airways ran profitably for a number of years, Kingfisher Airlines on the other
hand, never enjoyed a profitable year.
But while Jet Airways enjoyed the highs, it also stumbled to very low lows. And today, with the
window of opportunity to save Jet Airways closing, and no company putting out a serious bid for
the troubled airline, it seems like this is the end.
So, the question on everyone’s mind is: Why did it fail, when it seemed like success was the only
option for Jet Airways?
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5 things that went wrong for Jet Airways:
1. Costly Purchase
Many aviation experts believe the start of Jet's financial troubles can be traced back to the
2006 purchase of Air Sahara for $500 million in cash. Founder Naresh Goyal reportedly
ignored the advice of professional associates who said he was paying too much. But, little
did Naresh Goyal care about the advice he got, he went ahead and closed the deal with Air
Sahara. The budget carrier was renamed ‘JetLite’, it suffered losses and the Jet Airways
wrote its entire investment off.
2. Poor Management
A major flaw was the chairman’s style of management. There was only one management
team and this was headed by Goyal himself. The management team was running all
operations of Jet Airways. Experts believe that Goyal should have had two separate
managements to run the full service center and budget flyer. Naresh Goyal was accused of
making bad investment decisions and lacked transparency. He also failed in addressing the
company’s ailing financial state. In simple words, the Jet Airways spent way more than
what they earned and kept piling debt.
3. Low-Cost Carriers Were Underestimated
The aviation industry is highly competitive, and Jet Airways failed to compete with the low
cost airlines trio of SpiceJet, IndiGo and GoAir. Jet Airways did not take the low-cost trio
seriously, which were founded in 2005-06. The trio offered airfares at low cost and also
flew to unserved routes. The trio is attractive to customers who are price sensitive.
4. Fluctuation in Oil Prices and Fall in Rupee
All Indian carriers are highly sensitive to fluctuations in global crude prices, as India
continues to be a major importer of crude oil. The Rupee has fallen against major
currencies and this has made crude oil a major burden on the aviation industry. No Indian
carrier was spared from price fluctuation while Jet suffered the most.
5. Failure to Find an Investor
Jet Airways failed to find strategic investors to pump big money into the company and this
resulted in a financial crisis. Jet’s attempts with Tata and Etihad Airways failed and led to
Naresh Goyal’s exit from the management, as a part of debt resolution deal which saw
lenders consortium led by SBI, taking over the airline.
The bank had enlisted Etihad Airways to take over the airline's revival after a bidding
process. The UAE-based airline, which had been a stakeholder in Jet Airways, had refused
to become a majority shareholder in the embattled airline. It tried to rope in the Hinduja
Group to help set Jet Airways on the path of recovery. As far as bidding for Jet Airways is
concerned, the Hinduja Group has taken a back seat now. The promoters of the group
feel that it’s too risky for them to get involved (with Jet Airways) at the moment, due to
ongoing government investigations and the recent insolvency pleas submitted by
operational creditors at the National Company Law Tribunal (NCLT).
Jet Airways doesn’t have many assets left as most of their aircrafts were inducted on a sale and
leaseback mechanism. The properties owned by the airline are also mortgaged as security for loans.
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It owns 13 aircrafts, including 10 Boeing 777s and 3 Boeing 737 aircrafts, most of which are
mortgaged to financers.
Jet has total loan defaults worth ₹469 crore to SBI. While, Jet’s total debt to banks is ₹8,700 crore,
it owes another ₹10,000 crore to operational creditors and ₹4,000 crore in salaries and statutory
dues.
Effects due to the closure of a big airline will not just be restricted to employees and shareholders.
It is going to have a major impact on the economy as a whole, as it results in loss of jobs, rise in
unhealthy competition and increase in airfare, as other airlines would try to fill up the void created.
The loss of job of one employee would affect 5 others in the value chain. Jet Airways has nearly
16,000 employees, this means, loss of work for 80,000 people.
The airline absolutely rocked the aviation market in the 90s and raised the quality of passenger
experience in the country.
And while the heroic efforts of the employees are truly remarkable, this might be the end for the
most successful private airline in India.

Shreya R Mahendrakar
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Update for the day #382 | Next In, First Out
(NIFO)
Next-in, first-out, or NIFO, is a method of valuation where the cost of a particular item is based
upon the cost to replace the item rather than on its original cost.
This form of valuation is not one of the generally accepted accounting principles (GAAP) because
it is said to violate the cost principle. The cost principle is an accounting concept that states that
goods and services should be recorded at their original cost, not present market value.
NIFO doesn't conform to GAAP or IFRS accounting standards. Then why is it used?
Many economists and business managers prefer the economic rationale behind the value. As a cost
flow assumption technique, by stating that the cost assigned to a product is the cost required to
replace it — NIFO can offer a more practical valuation method businesses will actually see during
normal operations. For instance, the traditional methods, LIFO and FIFO, can become distorted
during inflationary periods. Using accounting methods based on these principles during
inflationary environments can mislead business managers. Hence, many businesses will use NIFO
for internal purposes during these periods and report results using LIFO or FIFO on their audited
financial statements.
Even though NIFO cannot be used for valuing inventory and the cost of goods sold on the
financial statements, it is useful for making decisions. For example, some companies will use NIFO
when determining selling prices. Some companies use this method when inflation is a factor. When
the goods are held for longer durations when compared to its normal lead time, the need for
valuation under NIFO arises as there will be a possibility of difference in the actual cost and the
replace cost of the stocks. Companies will set a selling price on a replacement-cost basis and use
this method as a way to price the items it sells.
As an example, a company sells a remote for Rs.200. The original cost of the remote was Rs.105,
which would result in a reported profit of Rs.95. At the time of the sale, the replacement cost of
the remote was Rs.155. If the company were to charge Rs.155 for the cost of goods sold under
the NIFO concept, the reported profit would decline to Rs.45.
Simran S Jain
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Update for the day #383 | Sonic Branding
In a crowded marketplace packed full of new ideas, innovative products, and exciting companies,
branding is more important than ever. So far, brands have spent a lot of time and money on visual
branding while sound hasn’t been treated as a brand element that needs to be explored. The
emerging of new media and devices with built-in audio delivery, such as podcasts, streaming media
or smartphones, expands the opportunities for sonic branding.
What is Sonic Branding?
Sonic branding refers to the sound of a brand. It is also known as sound branding, acoustic
branding and audio branding. This type of branding strategy involves using sound so as to
reinforce brand identity, just as you would certain colours or words. Popular examples of sonic
branding include McDonald’s, Nokia and Windows. Although these sounds are simple
mnemonics, sound effects or jingles, they carry extensive emotional and exclusive value which
connects them with the brand as much as visual elements.
Sonic branding is about building a relationship between the product and its target market through
the latter’s ears, fulfilling the role that a national anthem plays to a country or a hymn plays to a
religion. – Daniel Jackson.
Sonic branding is becoming a strong vehicle through which companies convey memorable
messages to their target audience. From catchy snippets of different tunes to non-lyrical sounds,
sonic branding takes advantage of the most powerful memory of human brain – sound.
Psychology of Sonic Branding
The psychology of sonic branding holds the point that sound is as important as visuals or perhaps,
it is even more. There are several types of research which indicate that ultimate and best decisions
are made through a non-rational way as they are made from the limbic part of the human mind
and this part of the brain is aroused by sound or music.
The power of sound transcends culture, language, and even the visual world. With sonic branding,
companies connect with their customers on a different level. Anywhere in the world, someone can
hear the tune of the “I’m Lovin’ It” and think of McDonald’s, without a single word being spoken.
Advantages
More Attention: With the availability of such vast amount of information, attention is your most
scarce asset. Adding a complementing sound to reinforce your brand identity can help you get
more attention of your target audience.
Triggers Emotion: Sound triggers emotions better than visuals do. Try watching a horror movie
without the sound and you won’t feel scared. However, just listening to it without the visuals may
scare you.
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Enhanced brand recall: According to studies, listening to music/sound which correlates with the
message improves the verbal memory of the audience, which leads to a better brand recall.
Some best sonic branding examples are Airtel, Raymond, Amul, McDonald’s, Nokia, Windows,
Intel, 20th Century Fox Fanfare etc.
How to create your sonic logo:
While your visual logo is an important component of what makes your company different, a sonic
logo can help to take your company to the next level. Your sonic logo serves a similar purpose to
a standard brand icon. It appears whenever you have a chance to connect with your customers
through audio media. For instance, you’d play your sonic logo at the beginning and end of a
podcast or logo. You might add it to your live streams and broadcasts on social media or put it in
your television ads.

The question is, how do you create a sonic identity that speaks on behalf of your brand? What can
you do to make sure that your customers hear the right message from your sonic logo?
• Conduct a sonic branding audit
• Keep your sonic logo simple
• Focus on triggering emotions
• Don’t use sounds that already exist
When you include a sonic branding identity as part of your marketing strategy, when both the
visual and audio aspects of a communication strategy work in synergy, it increases the efficiency
and the memorability of a message and ultimately amplifies your brand and music/sound will be
an ASSET for your brand.

Hamsashree H.S.
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Update for the day #384 | Lean System
What is Lean System?
Lean System is a methodology that focuses on minimizing waste within manufacturing systems
while simultaneously maximizing productivity.
The benefits of lean include reduced lead times, reduced operating costs and improved product
quality.
Five principles of Lean System:
1. Identify value from the customer's perspective: Value is created by the producer, but it is
defined by the customer. In other words, companies need to understand the value the customer
places on their products and services, which, in turn, can help them determine how much money
the customer is willing to pay. The company must strive to eliminate waste and cost from its
business processes so that the customer's optimal price can be achieved at the highest profit to the
company.
2. Map the value stream: This principle involves recording and analysing the flow of information
or materials required to produce a specific product or service with the intent of identifying waste
and methods of improvement. The value stream encompasses the product's entire life cycle, from
raw materials through to disposal. Companies must examine each stage of the cycle for waste.
Anything that does not add value must be eliminated. Lean thinking recommends supply chain
alignment as part of this effort.
3. Create flow: Eliminate functional barriers and identify ways to improve lead time to ensure the
processes are smooth from the time an order is received through to delivery. Flow is critical to the
elimination of waste. Lean manufacturing relies on preventing interruptions in the production
process and enabling a harmonized and integrated set of processes in which activities move in a
constant stream.
4. Establish a pull system: This means you only start new work when there is demand for it.
Lean manufacturing uses a pull system instead of a push system. This based on a pull system in
which nothing is bought or made until there is demand. Pull relies on flexibility and
communication.
5. Pursue perfection with continuous process improvement: Lean manufacturing rests on the
concept of continually striving for perfection, which entails targeting the root causes of quality
issues and eliminating waste across the value stream.
Seven wastes of lean production are:
•
•
•
•

unnecessary transportation;
excess inventory;
unnecessary motion of people, equipment or machinery;
waiting, whether it is people waiting or idle equipment;
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over-production of a product;
• over-processing or putting more time into a product than a customer needs, such as
designs that require high-tech machinery for unnecessary features; and
• defects, which require effort and cost for corrections.

Lean System techniques are:
•
•
•
•
•

•

Heijunka: A production levelling or smoothing that seeks to produce a continuous flow
of production, releasing work to the plant at the required rate and avoiding interruptions.
Kanban: A signal - either physical, such as tag or empty bin, or electronically sent through
a system -- used to streamline processes and create just-in-time delivery.
Jidoka: A method of providing machines and humans with the ability to detect an
abnormality and stop work until it can be corrected.
Andon: A visual aid, such as a flashing light, that alerts workers to a problem.
Poka-yoke: A mechanism that safeguards against human error, such as an indicator light
that turns on if a necessary step was missed, a sign given when a bolt was tightened the
correct number of times or a system that blocks a next step until all the previous steps are
completed.
Cycle time: How long it takes to produce a part or complete a process.

Karthik Kumar P
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Update for the day #385 | Qualified Institution
Placement
Qualified Institutions Placement (QIP)
It is a type of private placement where a listed issuer issues equity shares or non-convertible debt
instruments along with warrants, convertible debt instruments along with warrants and convertible
securities other than warrants to Qualified Institutions Buyers only.
Who is Qualified Institutional Buyer?
Qualified institutional buyers are those institutional investors who are generally perceived to
possess expertise and the financial muscle to evaluate and invest in the capital markets. A ‘Qualified
Institutional Buyer’ shall mean:
(a) Scheduled commercial banks;
(b) Mutual funds;
(c) Foreign institutional investor registered with SEBI;
(d) Multilateral and bilateral development financial institutions;
(e) Venture capital funds registered with SEBI.
(f) Foreign Venture capital investors registered with SEBI.
(g) State Industrial Development Corporations.
(h) Insurance Companies registered with the Insurance Regulatory and Development
Authority (IRDA).
(i) Provident Funds with minimum corpus of Rs.25 crores
(j) Pension Funds with minimum corpus of Rs. 25 crores
(k) Public financial institution as defined in Companies Act, 2013;
Why was it introduced?
The Securities and Exchange Board of India (SEBI) introduced the QIP, to prevent listed
companies in India from developing an excessive dependence on foreign capital. Prior to the
innovation of the qualified institutional placement, there was concern from Indian market
regulators and authorities that Indian companies were accessing international funding via issuing
securities, such as American depository receipts (ADRs), in outside markets. The complications
associated with raising capital in the domestic markets had led many companies to look at tapping
the overseas markets. This was seen as an undesirable export of the domestic equity market, so
the QIP guidelines were introduced to encourage Indian companies to raise funds domestically
instead of tapping overseas markets.
Provision to issue Securities on qualified institutional placement:
A listed issuer may make qualified institutions placement if it satisfies the following conditions:
(a) A special resolution approving the qualified institutions placement has been passed
by its shareholders;
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(b) The equity shares of the same class, which are proposed to be allotted through
qualified institutions placement or pursuant to conversion or exchange of eligible securities
offered through qualified institutions placement, have been listed on a recognized stock
exchange having nation-wide trading terminal for a period of at least one year prior to
the date of issuance of notice to its shareholders for convening the meeting to pass the
special resolution: Provided that where an issuer, being a transferee company in a scheme
of merger, de-merger, amalgamation or arrangement sanctioned by a High Court ,
makes qualified institutions placement, the period for which the equity shares of the same
class of the transferor company were listed on a stock exchange having nation-wide
trading terminals shall also be considered for the purpose of computation of the period
of one year;
(c) A qualified institutions placement shall be managed by merchant banker(s) registered
with the Board who shall exercise due diligence.
(d) The placement document shall also be placed on the website of the concerned stock
exchange and of the issuer with a disclaimer to the effect that it is in connection
with a qualified institutions placement and that no offer is being made to the public or
to any other category of investors
(e) The qualified institutions placement shall be made at a price not less than the average
of the weekly high and low of the closing prices of the equity shares of the same class
quoted on the stock exchange during the two weeks preceding the relevant date.
(f) The minimum number of allottee for each placement of eligible securities made
under qualified institutions placement shall not be less than:
(i) Two, where the issue size is less than or equal to two hundred and fifty
crore rupees;
(ii) Five, where the issue size is greater than two hundred and fifty crore
rupees: Provided that no single allottee shall be allotted more than fifty percent
of the issue size;
(g) The qualified institutional buyers belonging to the same group or who are under same
control shall be deemed to be a single allottee;
(h) Allotment pursuant to the special resolution referred to in clause shall be completed
within a period of twelve months from the date of passing of the resolution.
(i) The issuer shall not make subsequent qualified institutions placement until expiry of
six months from the date of the prior qualified institutions placement made pursuant to
one or more special resolutions;
(j) The aggregate of the proposed qualified institutions placement and all previous
qualified institutions placements made by the issuer in the same financial year shall not
exceed five times the net worth of the issuer as per the audited balance sheet of the
previous financial year.
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(k) The tenure of the convertible or exchangeable eligible securities issued through
qualified institutions placement shall not exceed sixty months from the date of allotment
(l) The eligible securities allotted under qualified institutions placement shall not be sold
by the allottee for a period of one year from the date of allotment, except on a recognized
stock exchange.
Benefits of qualified institutional placements:
1.Time saving: QIPs can be raised within short span of time rather than in FPO, Right Issue
takes long process.
2.Rules and regulations: In a QIP there are fewer formalities with regard to rules and regulation,
as compared to follow-on public issue (FPO) and rights Issue. A QIP would mean that a company
would only have to pay incremental fees to the exchange. Additionally, in the case of a GDR, you
would have to convert your accounts to IFRS (International Financial Reporting Standards). For
a QIP, company’s audited results are more than enough
3.Cost-efficient: The cost differential vis-à-vis an ADR/GDR or FCCB in terms of legal fees,
is huge. Then there is the entire process of listing overseas, the fees involved. It is easier to be
listed on the BSE/NSE vis-à-vis seeking a say Luxembourg or a Singapore listing.
4.Lock-in: It provides an opportunity to buy non-locking shares and as such is an easy mechanism
if corporate governance and other required parameters are in place.

Nikhil Habib
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Update for the day #386 | P.C Mahalanobis Father of Modern Statistics
Today is the 126th birth anniversary of P.C Mahalanobis. This day in India is also celebrated
as National Statistics Day. This is to create public awareness about the importance of statistics
in socio-economic planning and policy formulation and the various contributions of Late
Professor P.C Mahalanobis in fields of statistics, statistical system and economic planning.

P.C Mahalanobis was born on 29 June 1893 in Kolkata and died on 28 June 1972 in Kolkata. He
was the first Indian statistician to receive world recognition. In 1933, he had founded the first
Indian statistical journal "Sankhya". He had founded the Indian Statistical Institute
(ISI) and contributed to the design of large-scale sample surveys.
He had made pioneering studies in anthropometry in India. He remembered for the statistical
measure Mahalanobis distance. He was also a member of the Planning Commission (PC) of
free India from 1955 to 1967. The Second Five-Year Plan had relied on Mahalanobis’s
mathematical description of Indian economy. This plan had encouraged the development of heavy
industry in India and later was known as Nehru-Mahalanobis model or Basic Industry
strategy of economic growth. For his contributions, Mahalanobis has been considered the Father
of modern statistics in India.
Early Life
•

P.C Mahalanobis was born on 29th June 1893, in Calcutta, Bengal, British India
to Probodh Chandra and Nirodbashini. He was the eldest of the six children.

•

Prasanta Chandra’s grandfather Gurucharan was actively involved in social movements
such as the Brahmo Samaj and had dared to go against the norms of the society by marrying
a widow. Gurucharan was also friends with several influential educators and reformers,
and thus the young Prasanta grew up in an intellectually stimulating environment.

•

He received his schooling at the Brahmo Boys School in Calcutta, graduating in 1908. He
then enrolled at the Presidency College, Calcutta, where his teachers included Jagadish
Chandra Bose and Prafulla Chandra Ray. Meghnad Saha and Subhas Chandra Bose were
his juniors at college. He graduated with a Bachelor of Science degree with honors in
physics in 1912.
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Wishing to study abroad, he went to England in 1913 and joined King's College Chapel.
He had an interesting life in England—along with his studies, he also explored crosscountry walking and punting on the river.
Career

•

After completing his education, he worked for a while at the Cavendish Laboratory with
C. T. R. Wilson. Then he came to India where he was asked by the Principal of Presidency
College to take classes in physics.

•

He returned to England after a short stay in India. During this time, he discovered the
‘Biometrika’, a journal published by Oxford University Press for the Biometrika Trust
which primarily focuses on theoretical statistics. He became fascinated with the subject
and was intrigued by the utility of statistics in understanding problems in meteorology and
anthropology.

•

He returned to India and was appointed as Professor of Physics at Presidency
College in 1922; he taught physics at the college for the next three decades. But being a
Professor of Physics did not deter him from pursuing his newfound interest in statistics.

•

He found a mentor in Acharya Brajendra Nath Seal who encouraged his pursuits in
statistics. Initially Mahalanobis began working on analyzing university exam results,
anthropometric measurements on Anglo-Indians of Calcutta and some meteorological
problems.

•

He also had many colleagues who were equally passionate about statistical studies. With
them, he first set up a Statistical Laboratory in his room at the Presidency College, Calcutta.
The formation of this group eventually led to the establishment of the Indian Statistical
Institute (ISI) which was formally registered in 1932.

•

Initially housed in the Physics Department of the Presidency College, the institute grew
with the assistance received through Pitamber Pant, who was a secretary to the Prime
Minister Jawaharlal Nehru. Several of Mahalanobis’ colleagues, including S. S. Bose, J. M.
Sengupta, R. C. Bose, and Gopinath Kallianpur made pioneering contributions to the
institute.

•

In 1933, the journal ‘Sankhya’ was founded.

•

He was also very influential in developments related to large-scale sample surveys. He is
credited with the introduction of the concept of pilot surveys, and his early surveys which
began between 1937 and 1944 included topics such as consumer expenditure, tea-drinking
habits, public opinion, crop acreage and plant disease.

•

In 1948, the ISI received a major grant from the Indian government which allowed
them to set up a separate Research and Training School. The institute continued to
flourish under Mahalanobis’ leadership.
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•

Renowned for his statistical achievements all over the world, he also held several
prestigious international positions, including as the chairman of the United Nations
Sub-Commission on Sampling from 1947 to 1951.

•

He established the National Sample Survey in 1950 and also set up the Central
Statistical Organization to coordinate statistical activities in India. He became a member
of the Planning Commission of India in 1955 and remained a member till 1967. In this
position, he helped to formulate strategies to aid the development of heavy industry in
India as a part of the Second Five-Year Plan.

Major Works
•

He founded the Indian Statistical Institute (ISI) in the early 1930s which later on
became recognized as an academic institute of national importance. The institute is today
regarded as one of the oldest and most prestigious institutions focused on statistics.

•

One of his major contributions to statistics was the concept of Mahalanobis distance which
he introduced in 1936. A measure of the distance between a point P and a distribution D,
it is a multi-dimensional generalization of the idea of measuring how many standard
deviations away P is from the mean of D.

Awards and Achievement
•

He received the Weldon Memorial Prize from the University of Oxford in 1944.

•

He was made an Honorary Fellow of the Royal Statistical Society, UK, in 1954, and
of King's College, Cambridge in 1959.

•

He was honored with two prestigious awards in 1968—Padma Vibhushan and Srinivasa
Ramanujam Gold Medal—in recognition of his contributions to statistics.

N Yash Jain
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Update for the day #387 | Thorium
What is Thorium? Why is it important now?
Scientists say climate change is getting worse day by day and there could be serious consequences
for our earth in the next 20 years. The surface temperature of the planet is warmer than it was 100
years ago. What we need right now is maybe nuclear energy.
Thorium is a weakly radioactive metallic chemical element with the symbol Th and atomic number
90. Thorium is silvery and tarnishes black when it is exposed to air, forming thorium dioxide; it is
moderately hard, malleable, and has a high melting point.
Every time we turn on your laptop, charge our phone and watch TV, we are using electricity that
is mostly produced by burning fossil fuels. Over 80% of the global energy supply is created using
by greenhouse gas emitting coal, oil and natural gas.
Renewable sources like wind, solar and water are being used, they are facing economic and practical
hurdles. Although these are growing at a rapid pace, it’ll take a while before the whole renewable
energy sector replaces the non-renewable energy producing sector, it is clear that we need
something better than what we have today. This is where nuclear energy comes in.
When the word nuclear is brought up, our minds mostly wander to Hiroshima, Nagasaki or
Chernobyl. Nuclear energy is clean but dangerous but with the use of Thorium, the dangerous
element can be dropped and clean can be continued.
Some of the advantages of Thorium
Thorium derives its name from the God of Thunder, “Thor”. Uranium is used in nuclear power
plants but there are many options when Thorium is used instead.
1. It’s a more highly concentrated ore compared to Uranium i.e. it takes less work to
extract the energy generating potential
2. There is also 3 times more Thorium than Uranium
In terms of energy production, 1 tonne of Thorium is equal to 35 tonnes of Uranium and 4million
tonnes of coal. This is mainly because of the improvement in technology in Thorium reactors.
Through a specific process, Thorium is converted into Uranium 233 which is then used in Nuclear
projects. Unlike, the natural Uranium 235, Uranium 233 is terrible as a nuclear weapon which was
one of the reasons for the project to not be funded.
Thorium is a weak radioactive metal while Uranium in its enriched form is difficult to contain.
While nuclear power plants don’t emit any greenhouse gases, they produce a lot of radioactive
waste which take at least 100 thousand years to degrade while the waste from Thorium reactors
takes about 300 years to degrade. And in addition, they are much less toxic and harmful.
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Disadvantages of Thorium
•

Due to the focus on Uranium, Thorium has been neglected. Currently, the designs for
Thorium reactors are still under construction in many countries.

•

Due to the lack of infrastructure, the startup costs for this technology is very high.

•

Thorium is not perfect, it’s still radioactive and produces waste.

•

Probably the biggest threat to Thorium is the lack of knowledge and experience on it.

Srinidhi P Kumar
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Update for the day #388 | Happy Chartered
Accountants Day!!!
Ya esha supteshu jagarti kaamam kaamam Purusho nirmimaanah |
Tadeva shukram tad brahma tadevaamruthamuchyathe |
Tasminlokah sritah sarve tadu naatyethi kashchana | yethad vai thad |
(That person who is awake in those that sleep, shaping desire after desire, that, indeed, is the

pure. That is Brahman, that, indeed, is called the immortal. In it all the worlds rest and no one
ever goes beyond it. This, verily, is that, kaamam kaamam : desire after desire, really objects of
desire. Even dream objects like objects of waking consciousness are due to the Supreme Person.
Even dream consciousness is a proof of the existence of the self.
No one ever goes beyond it: of Eckhart: On reaching God all progress ends.’)
This, the motto of the ICAI is a quotation from the Upanishads (Kathopanishad). It was given to
the ICAI at the time of its formation in 1949 by Sri Aurobindo as a part of its emblem. This day,
on July 1st, 1949, an act of Parliament gave birth to the Institute of Chartered Accountants of
India (ICAI). Chartered Accountancy is a profession that is governed by a high level of
independence, integrity, and confidentiality. It is a regulator and developer of trusted and
independent professionals with world-class competencies in accounting, auditing, taxation,
finance, and business advisory services. 1st July is considered as one of the most important days
for members of a noble profession primarily because of its existence and recognition as the second
largest professional accounting and finance body in the world. To be a part of the ICAI’s member
list as a bona fide Chartered Accountant is a prestigious honour indeed – one that is celebrated
every 1st of July, as the ICAI Foundation Day or, the Chartered Accountants Day.
The History
The genesis of the CA profession can be traced back to the pre-independence days. The
Companies Act, 1913 passed in pre-independent India prescribed various books which had to be
maintained by a Company registered under that Act. It also required the appointment of a formal
Auditor with prescribed qualifications to audit such records. In order to act as an auditor, a person
had to acquire a restricted certificate from the local government upon such conditions as may be
prescribed.
The holder of a restricted certificate could practice only within the province of the issue and in the
language specified in the restricted certificate. In 1918 a course called Government Diploma in
Accountancy was launched in Bombay (now known as Mumbai). On passing this diploma and
completion of three years of articled training under an approved accountant, a person was held
eligible for grant of an unrestricted certificate. This certificate entitled the holder to practice as an
auditor throughout India. Later, the issue of restricted certificates was discontinued in the year
1920.
In the year 1930, it was decided that the Government of India should maintain a register called the
Register of Accountants. Any person whose name was entered in such register was called a
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Registered Accountant. Later, a board called the Indian Accountancy Board was established to
advise the Governor General of India on accountancy and the qualifications for auditors.
However, it was felt that the accountancy profession was largely unregulated, and this caused lots
of confusion as regards the qualifications of auditors. Hence in the year 1948, just after
independence in 1947, an expert committee was created to look into the matter. This expert
committee recommended that a separate autonomous association of accountants should be
formed to regulate the profession. The Government of India accepted the recommendation and
passed the Chartered Accountants Act in 1949 even before India became a republic. Under section
3 of the said Act, ICAI is established as a body corporate with perpetual succession and a common
seal.
Unlike most other Commonwealth countries, the word chartered does not refer to a royal charter,
since India is a republic. At the time of passing the Chartered Accountants Act, various titles used
for similar professionals in other countries were considered, such as Certified Public Accountant.
However, many accountants had already acquired membership of the Institute of Chartered
Accountants in England and Wales and other Chartered Societies of Great Britain and were
practicing as Chartered Accountants. This had created some sort of brand value. This designation
inherited a public impression that Chartered Accountants had better qualifications than Registered
Accountants. Hence the accountants were very stern in their stand that, the Indian accountancy
professionals should be designated only as Chartered Accountants. After much debate in the
Indian Constituent Assembly, the controversial term, chartered was accepted. When the Chartered
Accountants Act, 1949 came into force on 1st July 1949, the term Chartered Accountant
superseded the title of Registered Accountant. Hence 1st July is celebrated as Chartered
Accountants Day every year.
Let us all strive and make profession proud by standing for its integrities!
Wish you all a very happy Chartered Accountants Day!!

Deeksha A
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Update for the day #389 | Shorting
What is shorting in stock market?
When you feel the price of a stock is likely to decline, you can make money by shorting the
stock. To short stock or futures, you will have to sell first and buy later.
When you enter a trading position, under what circumstances would you make a loss?
Well, quite obviously you would lose money when the stock price goes against your expected
direction. So,
1. When you short a stock what is the expected directional move?
i. The expectation is that the stock price would decline, so the directional
view is downwards
2. So when would you start making a loss?
i. When the stock moves against the expected direction
3. And what would that be?
i. This means you will start making a loss if the stock price instead of going

down starts to move up

Can I carry forward the short position in the spot market (i.e. for delivery)?
Answer is NO. Shorting in the spot market has one restriction – it strictly has to be done on an
intraday basis. Meaning you can initiate the short trade anytime during the day, but you will have
to buy back the shares (square off) by end of the day before the market closes. You cannot carry
forward the short position for multiple days. To understand why shorting in the spot market is
strictly an intraday affair we need to understand how the exchange treats the short position.
When you short in the spot market, you obviously sell first. The moment you sell a stock, the
backend process would alert the exchange that you have sold a particular stock. The exchange
does not differentiate between a regular selling of stock (from DEMAT account) and a short sale.
From their perspective they are of the opinion that you have sold the shares which would obligate
you to deliver the same. In order to do so, you need to keep the shares ready in your DEMAT
account by next day. However, the exchange would know about your obligation only after the
market closes and not during the market hours.
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So, does that mean all short positions have to be closed within the day?
Not really. A short position created in the futures market can be carried forward overnight.
Shorting a stock in the futures segment has no restrictions like shorting the stock in the spot
market. Remember the ‘futures’ is a derivative instrument that just mimics the movement of its
respective underlying. So, if the underlying value is going down, so would the futures. This means
if you are bearish about a stock then you can initiate a short position on its futures and hold on to
the position overnight.

Sunil Kumar V R
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Update for the day #390| Pros and Cons of
Genetically Modified Foods
What is Genetically Modified or GM Crops?
Genetically Modified or GM Crops are that type of plants whose DNA has been modified through
genetic engineering for imbedding a new trait to the plant which does not occur naturally in the
species. Foods produced from or using GM organisms are often referred to as GM foods.
Advantages of Genetically Modified or GM Crops:
1. It improves production and raise farmer's income. Indian farmers are still practicing traditional
process of seeding and cultivation, which required scientific moves for raising their production.
Hence, it is one of the moves to enhance the farm production.
2. It reduces the use of pesticide and insecticide during farming that might be great move for the
betterment of the food supply.
Scientists genetically engineer seeds for many reasons. For example, they sometimes make changes
designed to increase a plant’s:
•
•
•
•

resistance to insects
tolerance to herbicides
tolerance for heat, cold, or drought
crop yield

3. It can feed a rapidly increasing population because it shows dramatically increased yields.
Proponents of GM food contend that genetic engineering can help us find sustainable ways to
feed people. Specifically, in countries that lack access to nutrient-rich foods. The heartiness of
some GM crops makes it so they can grow in marginal environments. The longer shelf life of some
GM foods allows them to be shipped to remote areas.
4. India introduced BT cotton seeds in 2002. It has greatly reduced the use of toxic pesticides. BT
cotton produces a common soil bacterium, Bacillus Thuringiensis (Bt). It is a natural pest repelling
bacterium that is toxic to many worms and pests that can harm the crop but is not hazardous to
humans. BT is widely sprayed on crops by organic farmers as a pesticide. As a result of the
adoption of BT cotton, India is now the largest cotton producer in the world.
5. Genetic modification can also increase nutritional value or enhance flavour. Manufacturers use
genetic modification to give foods desirable traits. For example, they have designed two new
varieties of apple that turn less brown when cut or bruised.
Disadvantages of Genetically Modified or GM Crops
1. The production imposes high risks to the disruption of ecosystem and biodiversity because the
“better” traits produced from engineering genes can result in the favouring of one organism.
Hence, it can eventually disrupt the natural process of gene flow.
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2. The transgenic crops endanger not only farmers but also the trade, and the environment as well.
3. The excessive production of genetically modified foods will be rendered ineffective over time
because the pests that these toxins used to deter might eventually develop resistance towards them.
4. Antibacterial resistance - There is concern that genetic modification, which can boost a crop's
resistance to disease or make it more tolerant to herbicides, could affect the ability of people to
defend against illness. There is a small chance that the genes in food can transfer to cells the body
or bacteria in the gut. Some GMO plants contain genes that make them resistant to
certain antibiotics. This resistance could pass on to humans. There is growing concern globally
that people are becoming increasingly resistant to antibiotics. There is a chance that GMO foods
could be contributing to this crisis.
BT Brinjal Controversy:
Many controversies surround the development and release of genetically modified foods, ranging
from human safety and environmental impacts to ethical concerns such as corporate control of
the food supply and intellectual property rights.
Some people feel the critical issue is not the safety of the GM technology, but
its corporatization and there are claims that India’s crop protection industry was a major player in
preventing the commercialization of the BT brinjal. India's National Biodiversity Authority is
probing the crop scientists involved in developing the BT brinjal for allegedly violating
India's Biological Diversity Act, 2002 by using local cultivators and foreign technology without
their permission.
Following concerns raised by some scientists, farmers and anti-GMO activists, the government of
India officially announced on 9 February 2010 that it needed more time before releasing BT
brinjal, with Indian Environment Minister Jairam Ramesh saying that there is no overriding
urgency to introduce BT brinjal in India.
The Parliamentary Committee on Agriculture on 9 August 2012 asked the Government to stop all
field trials and sought a ban on GM food crops like BT brinjal. It also sought a "thorough probe"
as to how permission was given to commercialise BT brinjal seed when all evaluation tests were
not carried out.
Keerthana Umesh
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