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Industrial production grows 
by 4.9% in Apr-Aug 2002

(New Delhi/October 22, 2002)— Index of industrial
production for April-August 2002 has recorded an over-
all growth at 4.9 per cent which is higher than 2.4 per cent
recorded during the same period a year ago.

The overall industrial growth during the review period
was contributed by 5.7 per cent growth in August 2002
which was substantially higher than three per cent recorded
during the same month last year, an official release said.

Sectors which registered substantial growth are mining
(6.2 per cent), manufacturing (5.9 per cent) and electricity (3.7
per cent) as compared to 0.6 per cent, 3.3 per cent respectively.

The mining sector posted a significant growth rate of
6.2 per cent during August 2002 as compared to 0.6 per
cent in the corresponding period last year. Capital goods
showed a significant improvement from a negative 7.7 per
cent growth in August 2001 to 10 per cent in August 2002.

(Source: http://economictimes.indiatimes.com)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

SEBI - PRIMARY 
MARKET DEPARTMENT

(For reviewing the various regulatory requirements
for issue of debentures and handling of trusteeship
assignments)
(October 14, 2002)—SEBI (Debenture Trustees)
Regulations, 1993 were notified on December 29, 1993.
This regulatory framework has been in operation for nine
years now. SEBI has been receiving representations from
the trustees for a review of these Regulations, in view of the
changes in their areas of work. Accordingly, Chairman,
SEBI constituted a group comprising representatives from
seven debenture trustees and SEBI, in order to review these
Regulations and also to invite suggestions regarding the
changes required in other Acts governing their activities. 
The group finalised its report on 29.08.2002. The group has
made several recommendations regarding the Regulations,
provisions of the Companies Act, Stamp Act etc.
In order to invite comments/suggestions/views of the
public and others concerned in this regard, the said
Report has been put on SEBI’s website www.sebi.gov.in
at the section “What’s New”. 

(Source : http://www.sebi.gov.in/)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

E-Gold Violative of Indian Rules : RBI 

(October 21, 2002)—It has been brought to the notice
of the Reserve Bank of India that an impression is sought
to be created among the members of public by some
agencies/persons that transactions involving “e-gold”,
purportedly an electronic currency, are freely permitted
in India and that “e-gold” has the status of a foreign cur-
rency. The Reserve Bank has also come across a recent
pamphlet on the subject, circulated along with a newspa-
per, which states that non-resident Indians use “e-gold”
to send remittances into India.
The Reserve Bank clarifies for the information of public
that “e-gold” is not a currency of any sovereign state. Use
of “e-gold” in any transaction is violative of current reg-
ulations in force in India. Members of the public, banks,
money changers and other financial institutions are,
therefore, cautioned against the use of “e-gold” as a cur-
rency in their transactions.

(Source : http://www.rbi.org.in)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

DCA to go to Cabinet with 
Companies Bill ‘97 amendments

(New Delhi/October 23, 2002): The Department of
Company Affairs said on Wednesday it will soon
approach the Cabinet with the recommendations of an
internal committee on certain provisions of the
Companies Bill 1997 which need to be amended.
One set of amendments to the 1997 bill were carried out
in 1999 and another set in 2000, DCA secretary VK
Dhall told reporters here.

“We had appointed the Joshi Committee to look into
the remaining provisions of the 1997 Bill which need any
changes and the committee has submitted its report. We are
examining its suggestions and will approach the Cabinet for
making the necessary amendments,” Dhall said.

The major recommendations of the Joshi Committee
include prohibiting promoters to withdraw once having
subscribed to a public issue, restriction on the number of
directors, retiring age of directors, service of notice etc. by
couries and electronic means, restiction of loans to directors.

On the issue of Indian Depository Receipts (IDRs),
Dhall said DCA will hold a meeting with the merchant
bankers on Thursday after having consulted SEBI,
Institutes of Chartered Accountants and Company
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Secretaries as well as the RBI on the issue.
“We want to frame comprehensive guidelines of IDRs

and these should be announced in the near future,” he said. 
“Section 605A of Companies Act permits compa-

nies incorporated or to be incorporated outside India to
issue IDRs as per rules prescribed by the Central
Government (DCA). Pursuant to this section, DCA
originally prepared draft IDR rules,” Dhall said.

He said a final decision will be taken after complet-
ing the consultative process.

Also in the matter regarding applicability of Section 43A
(2A) to public companies which are subsidiaries of foreign
companies, DCA has decided that such companies would
be the subsidiary of another private company even if the
holding company happens to be a foreign body corporate.

DCA has already clarified and given instructions to
the Registrar of Companies in Delhi to dispose off all
pending applications seeking reversion back to private
limited companies on the above lines.

In case of valuation of shares and computation of swap
ratio in case of mergers and amalgamations, DCA has consti-
tuted an expert group for evolving comprehensive guidelines. 

“This will not only ensure uniformity in application
of methods and procedures, but will also introduce
greater objectivity in such exercise,” Dhall said.

Referring to the Investor Education and Protection
Fund, he said unclaimed and unpaid dividends should be
transferred to the fund if they remain unclaimed for a
period of seven years from the due date.

(Source: http://economictimes.indiatimes.com)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉
EOUs cannot do third-party jobs

(Mumbai / October 22, 2002): In a major decision to
check the evasion of duty, the Union commerce and indus-
try ministry has decided to ban any sub-contracting or
third-party exports by 100% polyester yarn EOUs. 

At the same time, the Union finance ministry has
decided to streamline the procedure for other EOUs for
sub-contracting and job work in domestic tariff areas as
well as third-party exports. 

The Union commerce ministry, in the case of 100% poly-
ester yarn EOUs has decided that “no sub-contracting at any
stage, whether through other 100% EOUs or a DTA unit will
be allowed for a unit with yarn as input raw materials. Such
units have to carry out all their operations themselves.” 

Further, no third-party exports are to be permitted
for such units since cases of third-party exports diver-
sion and evasion have been reported, the ministry added.
These decisions follow various irregularities allegedly

found out by the authorities during recent massive raids
on some polyester yarn units. 

Taking a cue, the Union finance ministry has also
tightened the procedure for allowing job work or sub-
contracting by other EOUs as well. 

In the case of gem and jewellery units in SEZ, however,
it has allowed to take out gold, silver or platinum for job
work in DTA and bring back jewellery finished or semi-
finished including studded jewellery containing quanitity
and purity equal to the precious metals taken out within
the period of 30 days from the date of such taking out.

“No diamonds, precious stones or semi-precious
stones, however, shall be allowed to be taken out of
SEZ,” the ministry points out. 

In the case of other EOUs , exports of finished goods
directly from the job worker’s premises may be permit-
ted provided the job worker is a central excise registrant.
“However, export of finished goods from the job work-
er’s premises will not be allowed through third parties.” 

The EOUs will be required to take a permission for the
required job work or processing by other units and the
authorities will carry out surprise check at such units carrying
out job work, sub-contracting or processing. They will also
ensure that the raw material sent out by EOUs is used by the
job worker in the value-added product received by EOU.

“This is necessary to ensure that the finished prod-
ucts are manufactured out of raw materials
imported/procured duty free by the units and there is no
substitution/diversion of duty free goods in the DTA.” 

There is also a provision for seeking 100% bank guarantee
for units sending out imported or domestically procured raw
materials, components as it is i.e. without being subjected to
any processing in the unit for job work in the DTA. Units with
unblemished record may be exempt from such requirement. 

Such guarantee may be 50% for units sending out
semi-processed product for job work. The goods sent
out for job work in DTA will be required to be returned
to EOU within 30 days from the date of removal.

(Source: http://economictimes.indiatimes.com)

IFAC Task Force Focuses on Restoring
Credibility in Financial Statements

(New York/October 18, 2002) — Improving the cred-
ibility of financial reporting worldwide is the objective of
a new task force appointed by the International
Federation of Accountants (IFAC), an organization rep-
resenting more than 150 accountancy organizations
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from around the world. The IFAC Task Force on
Rebuilding Public Confidence in Financial Reporting
will be chaired by John Crow, former Governor of the
Bank of Canada, and includes representatives from com-
pany management, boards of directors, the investment
community, and the accountancy profession (see
attached list). “The task force will provide an interna-
tional perspective on the problem of the loss of credibil-
ity of financial statements. This loss of credibility
occurred prior to the collapse of Enron and WorldCom,
although these events have made addressing the issue all
the more urgent,” comments IFAC President Aki
Fujinuma.

“Specifically, the task force will identify and analyze
the causes of the loss of credibility, and consider alterna-
tive courses of action to restore credibility. These may
include recommendations on principles of best practice
in the areas of financial and business reporting, corpo-
rate governance, and auditor performance,” adds Mr.
Fujinuma.

In carrying out its work, the task force will give atten-
tion to:
● The considerable volume of work already undertaken

by IFAC member bodies and others at a national level
in addressing the loss of credibility;

● Cross-national variation in the extent of the loss of
credibility and its causes; and

● The emerging patterns of convergence in such areas as
financial reporting and corporate governance.

(Source: http://www.ifac.org)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

FASB Issues Exposure Draft on
Accounting for Stock Options, Amends
Transition and Disclosure Provisions 

(Norwalk,CT/October 4,2002)—The FASB has
issued an Exposure Draft, Accounting for Stock-Based

Compensation—Transition and Disclosure, that would
amend FASB Statement No. 123, Accounting for Stock-

Based Compensation. The purpose of the proposed amend-
ment is twofold: 
● To enable companies that choose to adopt the prefer-

able fair value based method to report the full effect
of employee stock options in their financial state-
ments immediately upon adoption. 

● To make available to investors better and more fre-
quent disclosure about the cost of employee stock
options. 

The proposed changes would provide three methods of
transition for companies that voluntarily adopt the fair value
method of recording expenses relating to employee stock
options. In addition, the FASB proposes clearer and more
prominent disclosures about the cost of stock-based
employee compensation and an increase in the frequency of
those disclosures to include publication in quarterly financial
statements. Currently, companies are not required to pre-
sent stock option disclosures in interim financial statements.

The FASB plans to issue the amendment to
Statement 123 by the end of this year and its provisions
would be effective immediately upon issuance. The pro-
posed disclosures to be provided in annual financial
statements would be required for fiscal years ending after
December 15, 2002. The proposed disclosures to be pro-
vided in interim financial information would be required
as of the first interim period beginning after December
15, 2002, with earlier application encouraged.

A copy of the Exposure Draft is available on the
FASB’s website at www.fasb.org.

(Source: http://www.fasb.org)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

AICPA ISSUES NEW AUDIT STANDARD FOR
DETECTING FRAUD 

(New York /October 15, 2002) - The Auditing
Standards Board of the American Institute of Certified
Public Accountants today announced that it had
approved a new standard, Statement on Auditing Standards

(SAS) 99: Consideration of Fraud in a Financial Statement

Audit, that gives U.S. auditors expanded guidance for
detecting material fraud. 
The standard is the cornerstone of a multifaceted effort
by the AICPA to help restore investor confidence in U.S.
capital markets and to re-establish audited financial state-
ments as a clear picture window into Corporate America.
We feel strongly that the standard will substantially change
auditor performance, thereby improving the likelihood
that auditors will detect material misstatements due to
fraud,” said Barry Melancon, AICPA President and CEO. 

(Source: http://www.aicpa.org)

❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉ ❉

IFAC PSC Advances Public Sector

Standard Setting Program with Release of

Two New Accrual-Based Standards
(New York and Melbourne/Oct. 7, 2002) — As part of

THE CHARTERED ACCOUNTANT NOVEMBER 2002
557

NNEEWWSS



its ongoing program to strengthen public sector financial
reporting and contribute to increased transparency by
governments worldwide, the International Federation of
Accountants (IFAC) Public Sector Committee (PSC)
has released two new International Public Sector
Accounting Standards (IPSASs).

IPSAS 19 - Provisions, Contingent Liabilities and
Contingent Assets:  This Standard defines provisions, con-
tingent liabilities and contingent assets, sets out criteria for
the recognition and disclosure of provisions, and rules for
measuring those provisions. This standard excludes from
its scope provisions and contingent liabilities arising from
social benefits such as age pensions, child benefits and dis-
aster relief, which are being considered in detail by a sepa-
rate PSC Steering Committee on Social Policy Obligations.

IPSAS 20 - Related Party Disclosures: This Standard
requires entities to disclose the existence of related party
relationships where control exists, and information
about transactions between the entity and its related par-
ties that occur outside the normal supplier or
client/recipient relationship. It also requires disclosure
of certain transactions with key management personnel
and their close family members.

“The PSC has now completed the development of the
core set of accrual based IPSASs. It has now issued 20
Standards. We will be moving forward to develop IPSASs
that address the public sector specific issues that we have
identified in this first phase of our standard setting
process,” says Ian Mackintosh, the PSC Chairman. Mr.
Mackintosh also noted that work on the cash basis IPSAS
was nearing completion and he anticipated the release of
that Standard by the end of 2002. The IPSASs are posted
on the IFAC web site (www.ifac.org). Visitors to IFAC’s
web site may download all International Public Sector
Accounting Standards at no charge

(Source: http://www.ifac.org)

Government of India
Ministry of Finance and Company Affairs

Department of Company Affairs

General Circular No.23/2002
F.No. 17/26/2002-C.L.V

Shastri Bhavan, New Delhi.
Dated the 30th  of September, 2002

All Regional Directors 
All Registrars of Companies

1. The Registrar of NCT of Delhi and Haryana has

sought a clarification on the applicability of Section
43A(2A) on the erstwhile deemed public companies
(when Section 43A was in operation prior to the
Companies (Amendment) Act, 2000, which came into
force w.e.f. 13.12.2000), to those public companies
which are subsidiaries of foreign body corporates. The
matter has been examined in the Department.

2.         After amendment of the erstwhile Section
43A, since the provisions of Section 4 of the
Companies Act are independent, a private company,
being a subsidiary of a foreign body corporate, which,
if incorporated in India, would not be a public com-
pany.  As such, these deemed public companies are
entitled to revert back to their initial status of private
limited companies as the effect of Section 43A has
been nullified by the amendment referred to. 

3.         Section 4(7) of the Act was an exemption avail-
able to Indian private companies when foreign body cor-
porates were holding 100% share in them to retain their
“private” status. After amendment of Section 43A, such
exemption is not required. Therefore, applications under
Section 43A(2A) shall be dealt with independent of sec-
tion 4(7) of the Act. The legal position in the above cir-
cumstances would be that a private company would be
the subsidiary of another private limited company even
if the holding company happens to be a foreign body cor-
porate and these companies do not need the exemption
provided in Section 4(7) of the Act. Therefore, the pri-
vate company status of such companies is a statutory
one, and takes effect automatically. All that the company
is required to do is to make an application to the Registrar
that the company has become a private company and
there upon the Registrar shall substitute the words “pri-
vate limited” in lieu of the words “public limited”.

4.         Since no time limit has been prescribed in the
statute for the companies to revert back, the Department
has already issued a departmental circular no. 3/2002
dated 24.7.2002 (F.No.17/4/2002-CL.V) (produced
below) wherein it has been clarified that those compa-
nies which do not approach the Registrar of Companies
seeking reversion back to private company status, are
deemed to have chosen to remain as public companies.

5.         In the circumstances, it is hereby clarified, that
in cases falling in the above paragraphs, the Registrar is
required to make the necessary corrections in the certifi-
cate of incorporation within 4 weeks as from the date of
receipt of application from the company as provided in
Section 43A(2A) of the Act.

(E. Selvaraj)
Joint Director (T)
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