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Foreword 

 

“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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On June 8th, 2019 the daily updates have without failing even; a single day, been published for the 

last 365 days, i.e., one full year at a go. This surpasses the regularity of even publishing of 

newspapers. Newspapers are known to have a holiday for at least 3-4 major festivals, but our updates 

did not stop whatever may be the reasons. These were published when the content writer was away 

for his/her exam leaves, when he/she was away on a holiday, when the entire office was away on 

office trip. Irrespective what the day was, what the work pressure was, what the other commitments 

were, the daily updates were published each and every day. This has been a cumulative effort of the 

Articles of SURESH & Co., and other team members ably lead by our Partner Vikram U. This idea 

was conceptualized by Vikram so that the learning is broad based and each content writer explores 

deep and wide. Cultivates the habit of doing research, teamwork and improving the writing skills for 

all. He not only conceptualized but worked tirelessly throughout the year to see this getting published 

on daily basis. 

  

It is said that, what is practiced on daily basis if done long enough becomes a habit and if this habit 

is sustained for longer it becomes a culture. I am happy to share that learning at SURESH & Co., has 

become a culture today. There is big difference between saying we do it regularly and we do it daily. 

Achieving something daily not only requires efforts, it indicates there is a strong process governing 

this publication and it also has the blessings of the divine. When way say daily even 365 less 1 is 

ZERO. We saw it was 100% 

  

Learning is so deep and wide; it has no boundaries and infinite treasure to be found. To mark this 

tremendous day, Yash Jain has chosen the apt topic of learning for today, which shows the vastness 

of the learning and he has chosen the topic “Ocean” which as learning has depth and width and the 

journey through the oceans is always so exciting. 

  

Wishing this daily update more and more success and I personally Congratulate Vikram U for 

keeping this going and all the persons at SURESH & Co., who have been writing contents, proof 

reading it, coordinating the distribution of the articles, publishing it and supporting this process every 

day. 

  

D S Vivek 

SURESH & CO. 

Managing Partner 
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Update for the day #271 | Green Bonds 

What are Green Bonds? 

A Green Bond is bond specifically earmarked to be used for climate and environmental projects. 

These bonds are typically asset linked and backed by the issuer’s balance sheet and are also referred 

to as climate bonds. 

 

 

Importance of Green Bonds in the Indian Economy: 

Introduction of Green Bonds sets to resolve the issue of funding in the evolving renewable energy 

sector. India has set an ambitious target of 175 gigawatt of renewable energy by 2022 gigawatt and 

reduce its carbon footprint. An estimated investment of USD 200 billion is required to achieve that 

capacity. The delay in these ‘green’ projects has largely been due to lack of capital funding. Green 

Bonds is a fast-emerging investment for clean energy. Some key benefits for issuing green bonds 

are: 

1. Investor Diversification: These bonds help the issuer to amplify funding sources and limit the 

dependency on specific markets by such issuers. Particularly, Green bonds have been quite popular 

with investors focused on sustainable and responsible investing (SRI), Investors that come under the 

ESG criteria (Environmental, Social and Governance) etc., 

2. Potential for pricing advantage: The Green factor to these bonds brings with it, pricing advantage. 

The green bonds have high prospectus to bring domestic and foreign capital for renewable energy on 

better financing terms, including lower interest rates, and longer repayment schedules. 

 

 

Procedure for issue of a Green Bond 

To issue a green bond, the compliance laid down in Securities and Exchange Board Of India (Issue 

And Listing Of Debt Securities) Regulations, 2008 (“ILDS Regulations”) and the Green Bond 

Guidelines (“Circular”) issued by SEBI (“Board”) on 30th May 2017 are required to be complied 

with: 

1. The issuer has to make an application to recognized stock exchange has been made for listing of 

securities. 

2. It will also appoint one or more debenture trustees. 

3. The offer document has to contain all material disclosures which are needed by the subscribers to 

take an informed decision. 

4. The draft and final offer document has to be displayed on the websites of stock exchanges. 

5. The issuer proposing to issue green bonds online through the website of the designated stock 

exchange has to comply with the relevant requirements which may specified by the board. 

6. There should a proposal to create a charge or security in respect of secured green bonds which 

have to be disclosed in the offer documents, the issuer is supposed to give an undertaking about the 

assets on which charge is created are free from any burden. 

7. Responsibilities of the issuer - The issuer will maintain a decision-making process which 

determines the eligibility of the projects/assets. 
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Procedure for listing of Green Bonds: 

Mandatory Listing: 

1.     Issuer who desires to make an offer of green bonds to the public has to make an application for 

listing to one or more designated stock exchanges under section 73 of the Act. 

2.     Issuer has to comply with all the conditions of listing such green bonds have been specified in 

the listing agreement with the stock exchanges. 

3.     The issuer who wishes to issue privately placed green bonds has to forward the listing 

application with disclosures specified in schedule 1 of the recognized stock exchange within 15 days 

from the date of allotment of those Green Bonds.       

 

Advantages of Green Bonds: 

• Higher interest rates and unattractive terms have raised the cost of renewable energy installations 

in India; green bonds are excellent for bridging the gap 

 

• Also, options for raising funds and investing in renewable energy in the public markets in India 

are restricted which is why green bonds are a good option 

 

• For independent power producers, green bonds are better because they carry a lower interest rate 

as against commercial bank loans 

 

• Also the risk of projects not performing well remains with the issuer and not the investor in case 

of green bonds as repayment is tied to the issuer and not the success of the projects  

  

                                                                                                                                                                

 

 

 

 

 

 

 

 

Shri Raksha . S.R 
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Update for the day #273 | Methods of business valuation 

Corporate valuation forms the basis of corporate finance activity including capital raising, M&A and 

also to meet regulatory/accounting requirements or for voluntary purpose. The rapid globalization of 

the world economy has created both opportunities and challenges for organizations leading to 

uncertainty blowing across global markets and raising the importance of independent valuations all 

over the world. Justifying the value of businesses has grown more complex and challenging as 

valuation as it been accepted that valuation is not an exact science and depends upon a number of 

factors like purpose, stage, financials, industry, management and promoters’ strengths etc. 

  

Business valuation is the process of determining the "Economic Worth" of a Company based on its 

Business Model and external environment and supported with reasons and empirical evidence. 

  

Key facts of business valuation 

 Price is not the same as value 

 Value varies with person, purpose and time 

 Transaction concludes at negotiated prices 

 Valuation is a hybrid of art & science 

  

Generally acceptable methodologies of valuation 

There are broadly three approaches to valuation which need to be considered in any business 

valuation exercise. A number of business valuation models can thus be constructed that utilize 

various methods under the broad business valuation approaches. Most treatises and court decisions 

encourage the valuer to consider more than one method, which must be reconciled with each other 

to arrive at a value conclusion. Understanding of the internal resources and intellectual capital of the 

business being valued is as important as the economic, industrial and social environment 

  

1. Asset approach (NAV): Generally the Net Asset Value reflected in books do not usually 

include intangible assets enjoyed by the business and are also impacted by accounting 

policies which may be discretionary at times. NAV is not perceived as a true indicator of the 

fair business value. However, it is used to evaluate the entry barrier that exists in business 

and is considered viable for companies having reached the mature or declining growth cycle 

and also for property and investment companies having strong asset base. 

  

 Book value method - It is based on the balance sheet review of assets and liabilities; 

 Replacement cost method - It is based on the current set up cost of the plant of a similar 

age, size and capacity; 

 Liquidation value method - It is based on an estimated realizable value of various assets. 
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2. Income approach - The Income based method of valuations are based on the premise that the 

current value of any business is a function of the future value that an investor can expect to 

receive from purchasing all or part of the business. 

  

 Discounted Cash Flow Method (DCF) - DCF expresses the present value of the business 

as a function of its future cash earnings capacity. In this method, the appraiser estimates 

the cash flows of any business after all operating expenses, taxes, and necessary 

investments in working capital and capital expenditure is being met. Valuing equity using 

the free cash flow to stockholders requires estimating only free cash flow to equity holders 

after debt holders have been paid off. 

  

 Capitalization of earning method - The capitalization method basically divides the 

business expected earnings by the so-called capitalization rate. The idea is that the 

business value is defined by the business earnings and the capitalization rate is used to 

relate the two. 

  

  

3. Market-based approach - In this method, value is determined by comparing the subject, 

company or assets with its peers or Transactions happening in the same industry and 

preferably of the same size and region. This is also known as relative valuation method. 

  

 Comparable companies multiples method- Market multiples of comparable listed 

companies are computed and applied to the company being valued to arrive at a multiple 

based valuation. 

 Comparable transaction multiples method - This technique is mostly used for valuing a 

company for M&A, the transaction that has taken place in the industry which is similar 

to the transaction under consideration are taken into account. 

 Market value method - The Market value method is generally the most preferred method 

in case of frequently traded Shares of companies listed on stock exchanges having 

nationwide trading as it is perceived that the market value takes into account the inherent 

potential of the company. 

  

  

Valuation: Indian considerations 

  

For so long, valuation has been debated in India as an art or science and substantial part of the 

litigation in Mergers & Acquisitions (M&A) takes place on the issue of valuation as it involves an 

element of subjectivity that often gets challenged. More so, as in India, there are not much regulator 

prescribed standards for business valuation specifically for unlisted and private companies so in 

many cases the valuation lacks the uniformity and generally accepted global valuation practices. 
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Even limited judicial guidance is available over the subject in India. Further, the absence of any 

stringent course of action and non-regulation under any statute is also leading to loose ends. 

  

Institute of Chartered Accountancy of India (ICAI) has recently developed and recommended 

Business Valuation Practice Standards (BVPS) aiming to establish uniform principles, practices and 

procedures for valuers performing valuation services in India. 

 

  

 
Naman A Shahji 
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Update for the day #274 | Tips to be fit in Work Environment 

It’s not always easy to fit in workouts around heavy workloads, time pressures and hectic family 

schedules. Adding physical activity to your day in the office is one way to keep you active and alert. 

Here is a compiled list of ways you can keep active in an work environment: 

 

Bicycle/foot commute – This may feel like a big commitment, and to a certain extent it is. You do 

have to wake up earlier and depending on how far from your workplace you live, this may not even 

be an option. For those of you who live relatively close to, however, this has a number of advantages. 

In addition to being eco-friendly, not paying for fuel, and never having to fuss over parking again, 

you won’t have to worry about when to work out because your cardio exercise has already been 

programmed into your work day. Plus, being a bicycle commuter is growing in popularity and many 

major cities around the world are beginning to paint bicycle lanes to make the experience much 

safer.     

 

Take the stairs – Similarly to the first point, taking the stairs is an easy way to incorporate exercise 

into your daily routine. This one, thankfully, does not require a change of clothes and not nearly the 

same time commitment. Taking the stairs is a good, low intensity cardio workout that you can do in 

the office, your apartment complex, school, university – wherever you may find yourself. You can 

do this at the beginning and end of your work day, and you can also take breaks when you’re bored 

or stressed in the day to run up and down a couple flights. 

  

Stay on your feet – No need to stay stationary all day! When you’re meeting up with someone in the 

office, stay standing. For example, meet in the break room or in the doorway to your office rather 

than at a desk. You would be amazed how many more calories you burn and how much more awake 

and energized you will feel when you’re not seated for hours on end. 

  

Pack a lunch – Lunch breaks can lead to an influx of way more food than you need. Restaurant 

portions are often unnecessarily large and talking over the meal keeps you too distracted to actively 

watch how much you’re eating. Furthermore, it can be difficult to determine even approximate 

macronutrient intake. So, whip out your grade school lunch box and bring healthy, nutrient rich 

lunches with you to the office rather than risking the restaurant scene and host lunch meetings in 

your office instead. The environment is quieter and more private anyway. 

  

Switch the snacks – Keeping a dish of candies on the desk may seem inviting and sweet, but it also 

encourages you and those around you to mindlessly eat unhealthy foods when they’re not hungry. 

Switching out your jelly bean bowl for mixed nuts or assorted fruit will eliminate the temptation of 

sweets and even improve your eating habits as you will be eating snacks with both nutritional content 

and filling capacity, which can prevent you from overeating later. 

  

Hydrate – There is a connection between a healthy body and a healthy mind. Hydration is one of the 

keys to having both. It is suggested that you aim to drink on average 3 litres of water each and every 
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day, and even more if you’re highly active. With your body energized and hydrated, your mind will 

be much more engaged and focused, enabling you to be much more efficient at work. 

  

Take a lap – Movement is necessary not only for fitness but also for focus. When you’re feeling 

overwhelmed with your work, get up and move around the office. This may include getting up to 

chat with your co-workers (which can serve as a refreshing mental break), or it could simply be 

taking a lap around the office. 

  

Stretch break – There are few things more taxing on your back than sitting hunched over a desk all 

day, every day. Sitting sedentary in this kind of position can lead to back and neck pain and even leg 

restlessness, which is enough to drive anyone nuts with the jitters. To reduce the onset of your 

uneasiness, get up and have stretch! Do this periodically, ideally about once every half hour. This 

will keep your blood flowing with minimal effort, allowing you to stay energized and wary of your 

posture. 

  

Mini workouts – When you just can’t make time for the gym, there are several exercises you can do 

in the office without any extra equipment. These mini workouts can help you stay fit when you are 

too busy to leave work and give you the energy boost you need. 

Link for workouts which can be done in office : https://parenting.firstcry.com/articles/30-office-

exercises-easy-desk-friendly-ways-to-keep-you-fit/ 

  

Teamwork makes the dream work – The hardest part about keeping fit is resisting the unhealthy 

temptations of the world around you, and doing this alone can be particularly taxing. One way to 

help curb this temptation is to find a workout buddy or group. Your group can function as a support 

system, reinforcing your dedication to fitness. Every group is different, but working together can 

promote such events as healthy dinner parties and post-work exercises. 

 

   

                                                                                                                Vishal Purohit 

 

 

 

 

 

https://parenting.firstcry.com/articles/30-office-exercises-easy-desk-friendly-ways-to-keep-you-fit/
https://parenting.firstcry.com/articles/30-office-exercises-easy-desk-friendly-ways-to-keep-you-fit/
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Update for the day #275 | A Salute to the Indian National Army 

The sun doesn’t sustain life here, kerosene does. The bullet doesn’t kill here, the cold does, but our 

brave hearts take all of this face front and never back down. 

 

This is the situation at Siachen, the highest combat zone of the globe.  Siachen Glacier lies in 

Northern Ladakh in the Karakorams, a mountain range. Its position is located near Indo-Pak Line of 

Control. Most of the Siachen Glacier as is the LoC, a disputed territory between India and Pakistan. It 

is very important for India to deploy its troops in this area to monitor the activities of Pakistan and 

China in this area. 

 

STRATEGIC IMPORTANCE OF SIACHEN GLACIER TO INDIA 

 

1. Siachen glacier avoids linkage of Gilgit-Baltistan Region (Pakistan Controlled Area) & Aksai 

Chin (Chinese Controlled Area). 

2. Give India a Strategic depth to monitor the Chinese development in Gilgit -Baltistan Region. 

3. Give a strategic advantage to India for defending the Ladakh Region. 

4. By controlling Siachen India control one of the prominent sources of Nubra River which is one of 

the major tributaries of the River Indus 

5. Don’t forget Kargil War (1999) happened due to Siachen Conflict. 

 

REASON TO DEPLOY INDIAN ARMY AT SIACHEN 

1. In the Shimla Agreement of 1972, the Siachen area was termed as barren and useless. But this 

agreement did not determine the boundary between India and Pakistan. 

2. India got intelligence in 1984 that Pakistan has ordered to prepare some "hot suit" to a European 

company to capture the area of Siachen Glacier. But before the consignment of Pakistan suit taken 

place; India got ready these "hot suits" and deployed its troops on "Bilafond La Pass". 

3. India launched Operation Meghdoot (named after the divine cloud messenger in a Sanskrit play 

of Kalidasa) on 13 April 1984 when the "Kumaon Regiment" of the Indian Army and the "Indian Air 

Force" went into the Glacier. 

4. The Pakistan army also tried to climb this place on April 25, 1984 but had to return due to poor 

weather conditions and inadequate preparations. Finally, on June 25, 1987, Pakistan achieved success 

in creating a post called "Quaid Post" at an altitude of 21 thousand feet, because the Indian army had 

finished all its ammunition. 

5. Since India's army had reached this place first that is why our army is sitting at higher altitude and 

the Pakistan army is sitting at a lower altitude; hence Indian army is in commanding position in this 

region. 

6. In 2003, there was an armistice treaty signed between India and Pakistan. Since then firing and 

bombardment have ceased in this area but the army of both nations is stationed here. 
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FACTS ABOUT THE LIFE OF INDIAN SOLDIERS AT SIACHEN 

Here are some facts about the Indian army that is stationed at Siachen which makes us realize the 

level of comforts and secureness we enjoy and how blessed we are. 

1. Soldiers posted in Siachen have to survive in the minus 60-degree temperature and 10% oxygen. 

While even professional climbers dread climbing in bad weather, our soldiers are on their feet, 

patrolling the area 365 days a year. But, these adverse conditions don't affect soldiers and their 

volition. 

2. Fresh food is a rare luxury at Siachen. Fruits freeze to become as hard as cricket balls and potatoes 

can’t be dented even with hammers. Getting the food at an altitude of 21,000 feet is a task in itself.  

Indian-made Cheetah helicopters to fly past their boundaries to drop in canned food. And if God 

 

forbid, the weather is bad, a lot of food is swallowed by the snow. 

3. A shining example of courage overcoming all difficulties, the Indian Army has also built 

the world`s highest helipad in Siachen at a place called Sonam, which is approximately 21,000 feet 

above sea level. This pad is used to bring in supplies all year round 

4. In the Siachen Glacier, the soldiers need to have food of more than 4000-5000 calories per day but 

they don't get it. Inadequate food availability reduces the weight of the soldiers between 5 to 10 kg 

in 3 to 4 months. The special food of these soldiers is prepared by the scientists of the Defense 

Research and Development Organization (DRDO). 
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5. The snowstorm is a big issue for soldiers protecting the borders at such a high altitude. If any 

snowstorm continues for 2-3 weeks, it will make the surrounding deadly for soldiers of the Army. 

Indian soldiers without any fear of their lives stay strong in even a snowfall of over 3 dozen feet 

which is more than enough to swallow any human easily. 

6. As the soldiers live at such a high altitude, physical problems and several health issues like weight 

loss, memory loss, eyesight, sleeping disorder become a common problem for them to live with. The 

soldiers in Siachen always live with the fear of Frostbite (a situation in which if your skin touches 

any steel (for soldiers, it's gun barrel) for nearly 15 seconds or more, the steel gets attached to the 

skin and that results in damage of skin tissues. 

7. So far many lives are registered on the battlefield of Siachen. Also, a war memorial has been 

established on the Nubra river and the names of all the Indian soldiers who sacrificed their lives for 

the country have been written on that memorial. 

 

 
Since the Indian Army holds the heights and Pakistani Army holds the low areas around Siachen, the 

situation is such that the Indian Army cannot go down and the Pakistani Army cannot come up. 

Nobody can win this war. 

Despite these extreme hostilities, the Indian Army has never experienced a shortage of volunteers to 

serve in Siachen. Serving the nation at the highest battleground in the world and in adverse conditions 

is the most difficult task but our soldiers do it with all enthusiasm and zeal. 

  

A HEARTFELT SALUTE TO THESE BRAVE HEARTS!! 

JAI HIND!! 

 

 
Vaishnavi.G.R 
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Update for the day #276 | Prestigious Awards of India 

India provides valuable citizens with utmost care and dignity. The power of man and his contribution 

towards the society make it a better place to live in. From making films to the service of the nation, 

the achievement awards aim at acknowledging the best.     

 

CIVILIAN AWARDS 

1) BHARAT RATNA 

 
Bharat Ratna is India’s most prestigious civilian honour given for the extraordinary works towards 

the advancement of arts, Literature and science.This is given to those people who made their 

country proud. Bharat Ratna was established in 1954. 

 

Firstly awarded to - C.Rajagopalachari (Writer)     

 

2) PADMA VIBHUSHAN 

 
Padma Vibhushan is the second highest civilian honour of India. 

It is given for the “excellent and distinguished services” without discrimination of races, religious, 

occupation and sex. 

It was established on – 2nd January 1954 

It was first awarded to 6 people – 

Satyendra Nath Bose (Mathematical physicist) 

Nandalal Bose (Artist) 

Zakir Husain (Tabala player) 

Balasaheb Gangadhar Kher (first chief minister of Bombay State)  

V. K. Krishna Menon (Indian nationalist, diplomat, and politician) 

Jigme Dorji Wangchuck (Prince of Bhutan) 

  

 



            

               SURESH & CO. 

 

                             EMERGING THOUGHTS  

 

 

15 

 

 

 

3) PADMA BHUSHAN 

 

 
It’s the third highest prestigious award for the Indian civilian preceded by the Bharat Ratna and 

Padma Vibhushan award for “distinguished services of a high level”. It was first awarded on 1954 

A.D. 

  

4)  PADMA SHRI 

 
 

India’s fourth highest civilian honour in the Republic of India after the Bharat Ratna, Padma 

Vibhushan and Padma Bhushan. It is given by distinguished service in any field including service 

rendered by the Government servants. 

 

GALLANTRY AWARDS 
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PARAM VIR CHAKRA 

Param Vir Chakra is India’s highest military award/honour awarded for showing distinguished acts 

of valour during wartime. It is awarded for most eye-catching works, bravery or same or self- 

sacrifice whether on land, sea or air. 

 

 

 

 

2) MAHA VIR CHAKRA     

 
Maha Vir Chakra is the second most important military honour in India after Param Vir chakra and 

it is awarded for valuable contribution in the presence of enemies whether on land, sea or air.     

3) VIR CHAKRA     

 
Vir Chakra is an India’s Gallantry award awarded for acts of bravery in the battlefield. 

It was established on 26 January 1950.     

 

4) ASHOKA CHAKRA  

 
It is given to the highest peacetime decoration of India. 

Lt. Suhas Biswas was the first Indian Air force officer awarded the Ashoka Chakra. 

 

5) SHAURYA CHAKRA 
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It is awarded to Civilian and Military personnel or both. It is one of the peacetime Gallantry awards. 

It is given to courageous action or self – sacrifice while not engaged in direct action with enemies.  

 

6) KIRTI CHAKRA 

 
It is an Indian Military award for bravery action or self- sacrifice away from the field of war/battle.  

 

NATIONAL FILM AWARDS 

 

1) DADA SAHEB PHALKE AWARD 

 
  

The Dada Saheb Phalke Award is India's highest award in cinema given annually by the Government 

of India for lifetime contribution to Indian cinema.     

 

2) SWARNA KAMAL & RAJAT KAMAL 
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These awards are presented for feature films, also known as Golden Lotus and Silver 

Lotus. The National Film Awards, established in 1954, are the most prominent film awards in India 

that merit the best of the Indian cinema. The ceremony also presents awards for films in various 

regional languages.  

    

 

 

NATIONAL SPORTS AWARD 

 

1) ARJUNA AWARD 

 
The award given by the Government of India to recognize outstanding achievement in National 

sports. 

 

 
K V Sreekar Tej 
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Update for The Day #277 | Benami Transactions 

Legislative background 

The original law relating to Benami transactions was laid down in The Benami Transactions 

(Prohibition) Act, 1988. This Act consisted of only eight sections. The same is now amended 

by “The Benami Transactions (Prohibition) Amendment Act, 2016 with 72 Sections”. 

 

What is Benami property? 

Any property, whether movable or immovable, tangible or intangible, which has been the subject 

matter of a Benami transaction, is a Benami property. This would also include the consideration 

received from such property. Benami property would also include the right or such other document 

evidencing title or interest in such property. 

 

What is a Benami transaction? 

In a Benami transaction, a property is transferred or held by one person (Mr A, the ‘Benamidar’) and 

the consideration for such property is paid by another person (Mr B, the ‘beneficial owner’) for 

whose benefit such property is held. 

The following transactions also fall under the definition of Benami transactions: 

 Where a property related transaction is carried out under a fictitious name – The Benamidar 

can also be a fictitious person 

 Where the owner of the property has no knowledge / denies having any knowledge of the 

ownership of such property 

 Where the person providing the consideration is untraceable or fictitious – the identity of the 

beneficial owner may also be unknown. 

Exceptions 

The following type of transactions will not be treated as Benami transactions: 

1. Property is held by a member of the HUF for the benefit of the HUF and the consideration 

is paid from the known sources of income of such HUF; 

2. A person who holds the property in a fiduciary capacity for the other person – for example, 

a trustee for the trust, a director for his company, a depository/depository participant for a 

trader (holder of shares in demat form), etc.; 

3. An individual holding property in the name of his spouse or child and where the 

consideration is paid from the known sources of such individual ; 

4. An individual holding property jointly with a brother, sister or lineal ascendant/descendant 

and where the consideration is paid from the known sources of such individual. 
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Instances of Benami transactions: 

 Every state has a certain limit on the amount of agricultural land that an individual or his 

family can hold. Thus, where such a limit is reached, people try to purchase the property in 

the name of another person but provide the consideration for the said property. 

 A person who has access to price sensitive information of a company as a result of being in 

a position of power within the company would not be allowed to trade in the shares of the 

company since it would amount to insider trading. Therefore, to find a way out of this, they 

involve a third unrelated party and give him the funds to trade on their behalf. 

 During demonetization, there were many instances of persons depositing old notes into their 

bank accounts which belonged to another person and then exchanging them for new notes. 

The definition of property under the benami act is very wide and also includes cash. Hence 

such a transaction would also be termed as a benami transaction. 

Punishment under the Benami Act: 

 Confiscation of benami property 

 Where a benami transaction has been entered into to defeat the provisions of any law, avoid 

payment of statutory dues or avoid payment to creditors, any person who enters or 

abets/induces another person to enter into such a transaction would be punishable with: 

o Imprisonment between 1 to 7 years and 

o Fine up to 25% of the fair market value of the property 

o Where a person who is required to provide information under this Act provides false 

information, he shall be punishable with: 

o Imprisonment between 6 months to 5 years and 

o Fine up to 10% of the fair market value of the property 

 

Deepika N P 
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Update of the day #278 | How to get 'super rich'? 

 

   "The rich invest their money and spend what is left; the poor spend their money and invest what is 

left." 

 

6 steps to get ‘super rich,’ from a man who went from broke to millions   

  

According to Grant Cardone, anyone can get rich. “Regardless of your current economic 

condition, where you live, or what you do, you can become wealthy. 

The self-made entrepreneur, who owns and operates four companies that do nearly $100 million in 

annual sales, went from broke to seven figures by following a few simple steps.Though there are no 

guarantees you’ll start earning as much as Cardone, here are the steps he says worked for him: 

Step 1: Mentally commit 

Getting rich starts with your mindset - with the belief that you really can accumulate wealth. 

 

“The biggest mistake is to think becoming a millionaire is impossible,” writes Cardone. “The first 

thing you have to do is decide to become a millionaire, multimillionaire, or billionaire if you 

want.  Then you must reinforce that decision, over and over.” 

 

Step 2: Do the math 

Next, crunch the numbers to see what it actually takes to reach seven-figures, or whatever your 

personal goal is. 

 “For any goal to be achievable, you must believe in its possibility as a realistic and doable goal,” 

writes Cardone. “The way to do this is simply by doing Million Dollar Math. How many different 

ways can you collect one million dollars?” 

If you can figure out a way to get 5,000 people to buy a $200 product, you’d have $1 million, says 

Cardone. Or, if 5,000 people paid you $17 a month for 12 months, that would also get you to $1 

million. Of course, these examples are highly simplified, but the point still stands: “Do the math to 

create possibility, then create strategy”. 

 

Step 3: Increase your income 

“Once you’ve done the math and realize how real it is to get super rich, you need to focus on 

increasing your income streams”. After all, self-made millionaires tend to have at least three sources 

of income. 

“There are so many ways to increase your income today,” Cardone says, from “internet sales at home 

writing blogs, editing for authors, releasing a podcast and on and on.” Additional streams could also 

be real-estate rentals, stock market investments, side businesses, or part-time jobs such as teaching a 

language. 

 

Step 4: Find out who has money and spend time with them 
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“Ask yourself: ‘Who’s got my money?’” writes Cardone. “Make a list of who has your money, the 

money you want, and figure out what you can exchange with them. Whether you have a service, a 

product, or an idea, the question to ask yourself is always: ‘Who’s got my money?’ 

“You don’t need to make money, you need to connect with those who’ve already collected money, 

who have money, and exchange what you have (skills and knowledge) with what they have 

(money)". There’s no shortage of money, he says. The key is to get in front of those who have it- 

investors or potential buyers and provide them with value. 

 

Step 5: Stay broke 

No matter how much you increase your income, “stay broke,” writes Cardone. “I have a policy to 

never, ever have money sitting around. Once I start increasing income, I immediately moved the 

surpluses to sacred accounts that were out of my reach and marked for future investments.” 

This is a way of paying yourself first: Cardone invests his money before paying anyone else. This 

way, he’s never even tempted to spend or waste money that’s sitting around.Plus, when you’re broke, 

you’re motivated, he says: “This state of staying broke forced me to continue producing new revenue 

and to keep reinforcing the actions that had already proven successful.” 

 

Step 6: Save to invest, don’t save to save 

“Investing money is how you will get super rich,” says Cardone. “The only reason to save money is 

to one day invest money.” 

Following Cardone’s steps is just the beginning. You have to “repeat and reinforce” these steps, he 

says, if you want to continue building wealth. But the rewards can be massive: “You can be a 

billionaire, deca-billionaire, or richer if you simply think bigger from the start and then hyper focus, 

and repeat the steps”. 

 

 
Deeksha Namburi  
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Update of the day #279 | Election Commission of India 

The Election Commission of India, abbreviated as ECI is a constitutional body responsible for 

administering elections in India according to the rules and regulations mentioned in the Constitution 

of India.  

  

It was established on January 25, 1950. The major aim of election commission of India is to define 

and control the process for elections conducted at various levels, Parliament, State Legislatures, and 

the offices of the President and Vice President of India. It can be said that the Election Commission 

of India ensures smooth and successful operation of the democracy. 

  

Role of Election Commission in India 

Election commission plays a vital role in organizing elections. The most critical challenge before the 

Election Commission of India is to implement norms and the Model Code of Conduct to ensure free 

and fair elections in the country. Its existence and independence are necessitated by history, which 

has revealed that self-governing elections are not free from disruption. Towards this end, it has been 

empowered to supervise political parties and candidates and take appropriate action in case of 

violations. 

  

Powers of Election Commission in India 

The Commission can repress the results of opinion polls if it deems such an action fit for the cause 

of democracy. 

The Commission can recommend for disqualification of members after the elections if it thinks they 

have violated certain guidelines. 

In case, a candidate is found guilty of dishonest practices during the elections, the Supreme Court 

and High Courts consult the Commission. 

The Commission can postpone candidates who fail to submit their election expense accounts timely. 

  

Independence of the Election Commission 

Article 324 of the Constitution has made the following provisions to safeguard and ensure the 

independent and impartial functioning of the election commission: 

The CEC is provided with the security of tenure. He holds office for a term of 6 years from the date 

he assumes office or till he attains the age of 65 years, whichever is earlier 

Art. 324(5) says that the CEC cannot be removed from his office except in like manner and on like 

grounds as a Judge of the Supreme Court i.e. he can be removed by the president on the basis of a 

resolution passed to that effect by both the Houses of Parliament with special majority, either on the 

ground of proved misbehaviour or incapacity 

Any other election commissioner or a regional commissioner cannot be removed from office except 

on the recommendation of the CEC 

The service conditions of the CEC cannot be varied to his disadvantage after his appointment 

  

Some flaws 
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The Constitution has not prescribed the qualifications (legal, educational, administrative or judicial) 

of the members of the Election Commission. 

The Constitution has not debarred the retiring election commissioners from any further appointment 

by the government. 

The administrative expenses of the EC or the salaries, allowances, and pensions of the CEC and 

ECs are not charged on the Consolidated Fund of India. 

  

Electoral reforms 

  

1. Model code of conduct 

EC first issued a Model Code of Conduct for political parties at the time of the fifth general elections, 

held in 1971. Since then, the Code has been revised from time to time and lays down guidelines as 

to how political parties and candidates should conduct themselves during elections.  

Despite the acceptance of the Code of Conduct by political parties, cases of its violation have been 

on the rise. It is a general complaint that the party in power at the time of elections misuses the 

official machinery to further the electoral prospects of its candidates. 

  

2. Disclosure of Antecedants by candidates 

In June 2002, the EC on the direction of the Supreme Court, issued an order under Article 324 that 

each candidate must submit an affidavit regarding the information of his/her criminal antecedents; 

assets (both movable and immovable) of self and those of spouses and dependents as well; and 

qualifications at the time of filing his/her nomination papers for election to the Lok Sabha, the Rajya 

Sabha and the State Legislative Assemblies. 

Furnishing of wrong or incomplete information shall result in the rejection of nomination papers, 

apart from inviting penal consequences under the Indian Penal Code. 

The EC has directed all Returning Officers to display the copies of nomination papers and affidavits 

filed by candidates to the general public and representatives of print and electronic media, free of 

cost. 

  

3. Registration of political parties 

The party system is an essential feature of parliamentary democracy. However, there is no direct 

reference to political parties in the Constitution of India. The statutory law relating to registration of 

political parties was enacted in 1989 which was quite liberal. 

As a result, a large number of non-serious parties mushroomed and got registered with the 

Commission. Many of them did not contest elections at all after their registration. It led to confusion 

among electors as to whom to vote. To eliminate the mushrooming of parties, the EC had to take 

some rigorous steps  

  

4. Checking criminalisation of politics 
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The EC has expressed its serious concern over the entry of anti-social and criminal persons into the 

electoral arena. It has set down norms and made recommendations to the government to curb the 

menace of criminalisation of politics. 

 The Commission has urged all political parties to reach a consensus that no person with a 

criminal background will be given the party ticket. 

 The candidates to an election are also obliged to submit an affidavit in a prescribed form 

declaring their criminal records, including convictions, charges pending and cases initiated 

against them. The information so furnished by the candidates is disseminated to the public, and 

to the print and electronic media. 

  

5. Limit on poll expenses 

To get rid of the growing influence and vulgar show of money during elections, the EC has fixed 

legal limits on the amount of money which a candidate can spend during the election campaign. 

These limits are revised from time to time. The EC, by appointing expenditure observers keeps an 

eye on the individual accounts of election expenditure made by a candidate during election 

campaign. The contestants are also required to give details of expenditure within 30 days of the 

declaration of the election results. 

A candidate can spend between Rs 50 lakh and Rs 70 lakh, depending on the state they are contesting 

the Lok Sabha election from. For all states, except Arunachal Pradesh, Goa and Sikkim, a candidate 

can spend a maximum of Rs 70 lakh on canvassing. The cap for Arunachal Pradesh, Goa and Sikkim 

is Rs 54 lakh. And, it is Rs 70 lakh for Delhi and Rs 54 lakh for other Union territories. 

For the assembly elections, the ceiling is between Rs 20 lakh and Rs 28 lakh. 

  

This includes the money spent by a political party or a supporter towards the candidate’s campaign. 

But, expenses incurred either by a party or the leader of a party for propagating the party’s 

programme are not covered. 

 

 
V. Prem Sai Srinivas 
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Update of the day #280 | Gig Economy 

 

Bored of working at the same place everyday in the same environment?? Bored of seeing same 

managers or doing the routine monotonous work everyday?? Then there is this way out which is very 

familiar to everyone but coined in a better way!!! It is Gig Economy!!! 

 

What is this Gig Economy??  

Gig economy is a temporary work system based on a short-term relationship between workers and 

companies. It is a free market system in which temporary positions are common and organizations 

contract with independent workers for short-term engagements. A gig economy undermines the 

traditional economy of full-time workers who rarely change positions and instead focus on a lifetime 

career. 

The term "gig" is a slang word meaning "a job for a specified period of time" and is typically used 

in referring to musicians.Workers perform “gigs,” in which they are employed for a specific task or 

time. 

Also called the "flex economy" or "mobile economy," it reflects the cultural change brought by a 

new generation of workers, especially millennials. Though there is no accurate estimate of their 

numbers, it is projected that gig workers will comprise half the workforce by 2020, and as much as 

80 percent by 2030. 

Examples of gig employees in the workforce could include freelancers, independent contractors, 

project-based workers and temporary or part-time hires. 

 

--Factors aiding the rise of the gig economy 

Firstly, most businesses started factoring cost into their competitive strategy after the Great 

Recession in 2007. As a result, companies combined different approaches— reducing the number of 

employees, improving operational efficiency, or both. They started to rationalise, among other 

things, antiquated workforce model and full-time employment. Progressively jobs that could be 

manned remotely were cut down and contracting on-demand workers gained ground. 

Secondly, seasonal spikes in customer service across most businesses helped  in the rise of the gig 

economy. A flexible workforce allows organisations to be more agile and plan for spikes and lows. 

It aided them to elevate business performance faster and effectively. In fact, 70 percent of employers 

say gig workers increase profitability and efficiency. All this led to the trend of hiring independent 

short-term workers, at short notice, for a short time instead of full-time employees. 

Thirdly, technology played an important role in consolidating remote and mobile workforce, 

enabling rapid growth of the gig economy. Platforms enabling centralized communication, real-time 

scheduling and tracking, dashboard, video conferencing, etc. created a marketplace for gig like e-

commerce did for goods. 

 

--The benefits are mutual, but so are the pitfalls 

The gig economy has benefited both companies and workers. With geography no more a barrier, 

companies can hire workers without fear of attrition. The gig system results in lower training 
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overheads and savings in office costs. Globally, 43 percent of companies with gig workers save 20 

percent in labour costs, as per an industry survey. It is also noted that hiring a full-time worker with 

benefits and protections can cost a company 30–40 percent more than gig workers. 

For workers, the flexibility of the system works best. With 33 percent saying work-life balance is 

getting difficult, the gig system gives them personal time. It allows them to network and work better. 

They can quote their price on projects of their choice, and at a time and place of their choice. 

But the system has its flip side. As companies forgo their traditional style, their strategic vision may 

become obscure. Companies struggle to retain their corporate culture, and staff lack in team spirit 

when workers are temporary. The gig system also calls for regular implementation of new technology 

platforms to manage churn faster. This can be time consuming and costly. 

On the work front, workers should find their own gigs, which isn’t easy unless you have an 

established relationship with a client. Geographic flexibility means you have competition from across 

the world, and competitors can dislodge you with lower bids. 

 

--PROS OF WORKING IN THE GIG ECONOMY 

Flexible schedule: Working as an independent contractor/freelancer gives you autonomy over your 

schedule. Whether that means working adjusted hours or only working certain days of the week, you 

have a lot of say over when you work. 

Flexible location: In addition to flexibility around when you work, gig work also provides flexibility 

around where you work. In many cases, the contract positions you take on will allow you to work 

remotely. However, even when that’s not the case, because these positions are short-term, you can 

move around from one location to the next. 

Variety of work: Going into the same office to see the same people and do the same job every day 

can get repetitive. The gig economy eliminates this repetition, providing variety in terms of the 

projects you work on, the industries in which you work, the people with whom you work and so on. 

Subject matter expertise: If you take on a series of projects that allow you to solve similar problems 

for a variety of different companies, you’ll end up with a very unique, well-rounded and informed 

perspective on why those problems occur and how to solve them. As a result, the gig economy 

provides an opportunity to establish true subject matter expertise in an area that interests you. 

Learning opportunities: Not sure what type of job is the best fit for you? Taking on different types 

of roles for shorter periods of time allows you to learn new skills and see what suits you best. Even 

if you do know what you want to do, the learning opportunities that come with the gig economy can 

be extremely useful to acquiring new skills. 

Project choice: In the gig economy, the days of getting assigned to a project that makes you dread 

going into work every day are over. As an independent contractor, you get the opportunity to choose 

the projects on which you work and even the people with whom you work. 

Expanded network: Knowing the right people can make a big difference in all facets of life, and that 

makes networking critical for success in business and beyond. The gig economy makes it easy to 

expand your network by providing opportunities to build relationships with more people across more 

companies than you would working at the same company for years at a time. 
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Try before you buy: If you’re looking for a full-time position but don’t want to jump all in only to 

find out a few months later that you made the wrong choice, the gig economy can help. Specifically, 

if it’s a good match between you and the company, there’s the potential that gig work can turn into 

a full-time role, giving both you and your employer the chance to “try before you buy.” 

 

--CONS OF WORKING IN THE GIG ECONOMY 

Always thinking about what’s next: When your job only lasts a few weeks or even a few months, 

you always need to think about what your next project will be and that can definitely be a stressful 

situation. However, developing a relationship with a strong recruiting firm that helps with placements 

can alleviate some of this pressure. 

No paid holidays/time off: Full-time jobs come with paid company holidays as well as a set number 

of paid vacation and sick days, however the same can’t be said for contract positions. While you can 

still take time off between gigs, this time does not come with a paycheck. 

More difficult to connect to the workplace culture: An important part of any job is connecting to the 

workplace culture and establishing relationships with your coworkers. This becomes more difficult 

to do when you’re moving around between companies and working remotely. That said, making such 

a cultural connection is possible, you simply have to make more of an effort. You can also connect 

with other gig workers through local meetups, which can be extremely helpful in mitigating this 

downside of the gig economy. 

The bottom line? 

While the current size of the gig economy can be difficult to measure, it is clear that different types 

of contingent employment types are increasing. Freelancing, part-time work and self-employment 

have been pushed forward by the preferences of the new generation and the digitization of the 

workplace. Part of the economy is also being driven by the economic necessities of the modern 

world. Gig economy could provide benefits to organizations and workers alike, but there are also 

negative aspects that need to be dealt with. Though the benefits are many, the gig economy is not 

without its challenges for industry. Questions regarding the efficient integration of freelance talent 

and mitigating risks will arise. The structural change of the workplace is likely going to be an 

important part of the conversation around labour in the coming years. 

Thank you. 

 

 

                                                                                                                                                     
Meghana KR 
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Update of the day #281 | Treasury Shares 

 

What is Treasury Stock (Treasury Shares)? 

  

Treasury stock is stock repurchased by the issuer and intended for retirement or resale to the public. 

It represents the difference between the number of shares issued and the number of shares outstanding 

i.e. these shares are issued but not outstanding and are not included in the calculation of dividends 

or earnings per share (EPS). 

  

Treasury Stock Example 

  

Let's assume Company XYZ decides to buy back some of its shares because it feels that Company 

XYZ shares are undervalued in the market right now. When Company XYZ acquires those shares, 

they become treasury stock. 

  

Treasury stock appears at cost or at par value in the shareholder's equity section of the balance sheet 

and thus appears as a "negative" in the shareholder's equity section (known as a contra-equity 

account). It is important to note that if and when Company XYZ decides to resell treasury stock, 

there can be no income statement recognition of gains or losses on treasury stock transactions. That 

is, if the company profits (or loses) from the resale of treasury shares, it simply records an increase 

in cash and a corresponding decrease in shareholders' equity. 

  

Note that purchases of treasury stock are uses of cash, and some states limit the amount of treasury 

stock a corporation can own at a given time (this ensures that shareholders do not jeopardize the 

interests of debt holders). 

  

Why does Treasury Stock matter? 

  

Treasury stock consists of shares issued but not outstanding. Thus, treasury shares are not included 

in earnings per share or dividend calculations, and they do not have voting rights. 

  

In general, an increase in treasury stock can be a good thing because it indicates that the company 

thinks the shares are undervalued. By buying back its stock, a firm reduces the number of shares 

outstanding, which in turn gives each shareholder a larger piece of earnings. Likewise, the lower 

number of shares can improve EPS and other ratios. On the Other hand, treasury stock can be abused. 

Managers who repurchase shares solely to increase ratios are violating their fiduciary duty to the 

shareholders. 

  

Treasury Shares vs. Retired Shares 
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Treasury stock can be retired or held for resale in the open market. Retired shares are permanently 

cancelled and cannot be reissued later; once retired, the shares are no longer listed as treasury stock 

on a company's financial statements. Non-retired treasury shares can be reissued through stock 

dividends, employee compensation, or a capital raising, etc. 

  

Treasury Shares' Effect on the Balance Sheet 

  

Indian Accounting Standard (Ind AS) 32 (Financial Instruments: Presentation) 

  

If an entity reacquires its own equity instruments, those instruments (‘treasury shares’) shall be 

deducted from equity. No gain or loss shall be recognised in profit or loss on the purchase, sale, issue 

or cancellation of an entity’s own equity instruments. Such treasury shares may be acquired and held 

by the entity or by other members of the consolidated group. Consideration paid or received shall be 

recognised directly in equity. 

  

The amount of treasury shares held should be disclosed separately either in the balance sheet or in 

the notes, in accordance with Ind AS 1 (Presentation of Financial Statements). An entity provides 

disclosure in accordance with Ind AS 24 (Related Party Disclosures) if the entity reacquires its own 

equity instruments from related parties. 

  

An entity’s own equity instruments are not recognised as a financial asset regardless of the reason 

for which they are reacquired. An entity that reacquires its own equity instruments should deduct 

those equity instruments from equity. 

 

  

The Indian Scenario: 

  

In general treasury stock is stock that is created by mergers and amalgamations or a buy back. 

However, the question of treasury stock created by a buy back is not relevant in the Indian context 

since as per the SEBI (Buy-Back of Securities) Regulations, 1998 and Companies Act, 2013 

the shares so created have to be extinguished within seven days of such a buy back. 

  

In case of a merger and amalgamation, it is created on account of the ‘cross holding’ between the 

acquiring company and the target. For example, Company A and B are going to merge such that one 

company i.e. Company B would seize to exist and all the shareholders of B would be shareholders 

of Company A. Company A already has shares in the erstwhile Company B i.e. before the merger 

took place. While implementing the scheme of amalgamation if Company A decides to use a method 

of share swap by which Company A will be issuing its shares to buy the shares of Company B. What 

does Company A do about the shares it held in erstwhile Company B which is now Company A? 

Company A cannot hold shares in itself. There are two alternatives. Company A may cancel the 

shares that it holds in Company B which may not be the most pragmatic solution to the problem. 
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Alternatively, it may transfer the shares to a Special Purpose Entity (SPE), usually a Trust. This 

would facilitate a company to hold its own shares. 

  

The provision governing treasury stock in India is Section 233(10) of the Companies Act, 2013, 

(notified: 07/12/2016) specifically prohibits the creation of treasury stock in Merger and 

Amalgamation. The text of the said section is as below: 

  

"A transferee company shall not on merger or amalgamation, hold any shares in its own name or in 

the name of any trust either on its behalf or on behalf of any of its subsidiary or associate company 

and all such shares shall be cancelled or extinguished on the merger or amalgamation." 

  

 

                                                                                                                                                     
Darshan Jain 
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Update for the day #282 | Prohibition of Fraudulent and Unfair Trade Practices Regulations 

 

Amendment to Prohibition of Fraudulent and Unfair Trade Practices (PFUTP) Regulations. 

  

Background: 

  

A fair and efficient Securities Market is one of the essential components of economic growth of a 

country. To ensure confidence, trust and integrity in the securities market, the regulator of the 

securities market needs to ensure fair market conduct in the securities market. Fair market conduct 

can be ensured by prohibiting, preventing, detecting and punishing such market conduct that leads 

to ‘market abuse’. Market abuse is generally understood to include market manipulation and insider 

trading, and such activity erodes investor confidence and impairs economic growth. 

  

To deal with market abuse related to “market manipulation”, SEBI had framed the PFUTP 

Regulations in 1995. These Regulations were reviewed and replaced with the PFUTP Regulations 

2003 which were notified on 17th July 2003. 

  

Amendment: 

  

On December 31, 2018, Securities and Exchange Board of India notified several amendments 

to the SEBI (Prohibition of Fraudulent and Unfair Trade Practices relating to Securities Market) 

Regulations, 2003 (PFUTP Regulations) which has come into effect from February 1, 2019. 

The amended PFUTP Regulations has incorporated recommendations of the Committee on Fair 

Market Conduct which was constituted by SEBI. 

  

Further, through these amendments, SEBI has made an attempt to bring the provisions of the 

PFUTP Regulations in line with several Supreme Court judgements which have dealt with 

matters related to fraud and unfair trade practices. 

  

One of the important amendments has been discussed below: 

  

Recommendation: 

  

Fraudulent, manipulative or unfair trade practices may be carried out with the aid and assistance of 

persons other than the parties who are transacting in the securities market, including intermediaries 

who may have contributed to such dealings. The prohibition of fraudulent and unfair trade practices 

is in the context of dealing in securities. Hence, the definition of ‘dealing in securities’ should also 

include those who assist in and indeed often orchestrate or control the dealings in securities, or those 

who knowingly influence the decisions to invest in securities. 
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Change in definition “Dealing in Securities" - Regulation 2(1)(b) 

Before Amendment After Amendment 

“dealing in securities” includes an act of 

buying, selling or subscribing pursuant to 

any issue of any security or agreeing to buy, 

sell or subscribe to any issue of any security 

or otherwise transacting in any way in any 

security by any person as principal, agent or 

intermediary referred to in section 12 of the 

Act. 

“dealing in securities” includes:  

i) an act of buying, selling or subscribing 

pursuant to any issue of any security or 

agreeing to buy, sell or subscribe to any issue 

of any security or otherwise transacting in 

any way in any security by any 

persons including as principal, agent, or 

intermediary referred to in section 12 of the 

Act;  

ii) such acts which may be knowingly 

designed to influence the decision of 

investors in securities; and  

iii) any act of providing assistance to carry 

out the aforementioned acts. 

  

After Amendment: 

  

Now, Person need not have “transacted”; “inducement” has also been made covered under “dealing 

in securities”. 

Non-intermediaries/fiduciaries who do not directly transact in securities but through their 

actions influence or assist in influencing the decisions of investors in dealing in securities will 

now be covered under the PFUTP Regulations. For instance, the new PFUTP Regulations will 

cover the activities of a statutory auditor of a listed company. 

  

Example: 

  

In the case of SEBI vs Kanaiyalal Baldevbhai Patel, SEBI investigated into the activities of Shri 

Kanaiyalal Baldevbhai Patel, an individual trader. Dipak Patel was holding a position of trust and 

confidence in M/s Passport India Investment (Mauritius) Limited and was privy to 

privileged/confidential information that M/s Passport India would be making substantial investments 

in particular scrips through the stock exchanges. Dipak Patel is alleged to have parted the said 

information to his cousins Kanaiyalal Baldevbhai Patel and Anandkumar Baldevbhai Patel who on 

various dates placed orders for purchase of scrips a few minutes before the bulk orders in respect of 

the same scrips were placed on behalf of M/s Passport India by Dipak Patel. The bulk order/orders, 

because of the sheer volume, naturally had the effect of pushing up the prices of the particular scrips 

and no sooner the prices had increased, Kanaiyalal Baldevhai Patel and Anandkumar Baldevbhai 

Patel had traded the said scrips thereby earning substantial profits. The large volume of the shares 

traded in the above manner; the several number of days on which such trading took place; and the 
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close proximity of time between the sale and purchase of the shares i.e. before and after the bulk 

purchases, were alleged by the Securities and Exchange Board of India to be amounting to fraudulent 

or unfair trade practice warranting  imposition of penalty and visiting the offending individuals with 

other penal consequences. 

  

Conclusion: 

  

The amendments to the PFUTP Regulations have broadened the scope of individuals and 

entities that will now be covered under the ambit of the regulations and simultaneously, 

safeguards have been incorporated to restrict the scope of activities that will be deemed to be 

manipulative, fraudulent or unfair trade practice. 

 

 
Raghuram S Mallya 
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Update for the day #283 | Synthetic Long Call 

Synthetic Long Call (Commonly known as Married Put) 

  

In simple words, Synthetic Long Call is like an insurance policy for the investors. It is a protection 

against the falling prices of the shares bought. 

  

How does this strategy work? 

An investor holds long position in a stock and also purchases an at-the-money Put Option of the 

same stock. 

 

Long position in stock means - Purchasing the stock 

At-the-money option means - Strike Price = Current Market Price 

Put option means - An option to sell the share at the strike price on a predetermined 

maturity date irrespective of its prevailing market price 

  

 

Let us understand the above strategy with an example, 

Scrip Name Infosys 

Market Price per share on 18.03.2019 Rs. 720 

Premium on Put Option (P1) Rs. 13.5 

Strike Price of P1 Rs. 720 

Lot size of P1 1200 shares 

Maturity date of P1 28th March 2019 

  

There are two scenarios possible on the maturity date. They are – 

  

 

Case-1: Market Price per Share <= Strike Price of the Put Option 

On the maturity date, investor would – 

 Exercise the Put Option 

 That is, sell the shares held at Strike Price 

1200 Shares sold at Strike Price (Rs. 720) 

on 28.03.2019 

Rs. 720 * 1200 shares Rs. 8,64,000 

Less: Purchase price of 1200 shares paid on 

18.03.2019 

Rs. 720 * 1200 shares (Rs. 8,64,000) 

Less: Premium on 1 lot (1200 shares) of 

Put Option 

Rs. 13.5 * 1200 Put 

options 

(Rs. 16,380) 

Net Pay-Off   (Rs. 16,380) 
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 Case-2: Market Price per Share > Strike Price of the Put Option 

On the maturity date, investor would – 

 Let the option lapse 

 Sell the shares at Market Price 

 

 Break-even Market Price of the share on the expiry date (28.03.2019) = 8,80,380/1200 = Rs. 733.65 

  

PAY-OFF TABLE 

MPS on expiry date Whether the investor will 

exercise Put Option 

Particulars Pay-off (Rs.) 

0 to 720 Yes Maximum Loss (16,380) 

720 to 733.65 No Break Even (16,380) to 0 

More than 733.65 No Maximum Gain 0 to Unlimited 

  

Conclusion – If the market price of the share on exercise date dips below the strike price, the investor 

will exercise the put option and restrict the loss to the extent of Rs. 16,380 and if the market price 

rises, he shall sell the shares at market price and make a margin after reducing the premium cost 

(unlimited gain depending on the increase in the price of the share) 

 

 
  

1200 Shares sold at Market Price (> Rs. 720) on 

28.03.2019 

MPS * 1200 shares MPS 

Less: Purchase price of 1200 shares paid on 

18.03.2019 

Rs. 720 * 1200 shares (Rs. 8,64,000) 

Less: Premium on 1 lot (1200 shares) of Put 

Option 

Rs. 13.5 * 1200 Put 

options 

(Rs. 16,380) 

Net Pay-Off   MPS – 8,80,380 
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As it can be seen above, an investor who is expecting a rise in the price of the share can adopt 

Synthetic Long Call strategy in order to protect himself from adverse market conditions and restrict 

his loss at certain level. On the brighter side, in favorable market conditions, his gain will be 

unlimited. 

 

Note: The values in the above examples are approximates only. Also, Security Transaction Tax 

(STT), brokerage & other transaction costs have been ignored. 

 

 
Chirag Jain 
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Update for the day # 284 - Manohar Parrikar 

 

Manohar Parrikar - the man known for his simplicity.  

Manohar Parrikar was an Indian Politician and the most dynamic right-wing leaders. He was the 

Chief Minister of Goa from 14 March, 2017 till his death. The state saw a degree of political stability 

when he was at the helm and he was destined that he will not be able to complete a full term as a 

chief minister. Earlier, he was the Chief Minister of Goa from 2000 to 2005 and from 2012 to 2014. 

Early Life and Education: 

 Manohar Parrikar was born in Mapusa, Goa. 

 He completed his secondary education in Marathi and went on to graduate in 

metallurgical engineering from the Indian Institute of Technology, Bombay in 1978. 

 He was the first IIT alumnus to serve as MLA of an Indian state. 

 He was awarded the Distinguished Alumnus Award by the Indian Institute of 

Technology, Bombay in 2001. 

Awards & Achievements: 

 By India Today Magazine, he was conferred as 'The Best Chief Minister' in 2004. 

 Under his leadership the One Rank One Pension (OROP) scheme was introduced. 

 Also, in his term India carried out surgical strike in Pakistan-occupied Kashmir and 

Myanmar. 

 In 2001, he received Distinguished Alumnus Award IIT-Mumbai. 

 In 2012, CNN-IBN Indian of the Year in politics category. 

 On September, 2018, Honorary Doctorate by National Institute of Technology Goa. 

Political Career: 

Political career of Manohar Parrikar started in 1994 when he became an MLA in the Assembly of 

Goa as a member of BJP. From June to November 1999, he was a leader of opposition. On 24 

October, 2000 for the first time he became the Chief Minister of Goa but his tenure lasted only until 

27 February, 2002. On 5 June, 2002, he was re-elected as a Chief Minister of Goa and again the 

tenure shut down as four of the BJP MLAs resigned from the house. 

He was again sworn in as Goa Chief Minister in March 2012 and remain until November, 2014. 

Then, he moved to Delhi as Prime Minister Narendra Modi named Manohar Parrikar as the Defence 

Minister of India. In March 2017, he resigned as the Union Defence Minister and was sworn in as 

the Chief Minister of Goa. 

  

Parrikar's role in 2016 surgical strike: 

 Manohar Parrikar played a key role in formulating the 2016 surgical strike. 

 The surgical strike operation was carried out 10 days after a deadly terrorist attack on 

soldiers at Indian Army Brigade Headquarters in J&K's Uri town. 

 At least 38 terrorists and 2 Pakistani soldiers were killed in the counter operation led by 

the Indian Army; seven terror launch pads were also destroyed in the operation. 

 Almost a year after the attack, Parrikar had revealed that the operation was planned 

almost 15 months before September 29, 2016, to counter increased infiltration bids of 
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terrorists. 

 Additional soldiers were trained and equipments were procured on priority to make the 

September 29 surgical strike a success. 

 Some of the equipment used in the attack, like the Swathi Weapon Locating Radar 

developed by the DRDO, was developed when Parrikar was at the helm of the defence 

ministry. It was inducted officially in service three months later. 

  

Some of the interesting facts about Manohar Parrikar: 

Manohar Parrikar was known for his simplicity and humbleness, below are some of the facts which 

makes him people's favourite: 

 Parrikar use to stand in queue on airports for security check in with common people 

 He was often spotted grabbing a meal at local restaurants. 

 Parrikar registered a full attendance in Parliament during his stint as Union minister. 

 Parrikar used to say that every politician should have tea on road side stalls to get all 

kind of information about his state. 

 Despite his declining health, Parrikar carried on as CM and wanted to serve Goa till his 

last breath. 

 During his term as defence minister, Parrikar only occupied a single room in his Akbar 

road bungalow. 

 

Illness and Death: 

 In US, in March-June 2018, he was taking treatment for pancreatic ailment. After 

returning to India from US, in September, he was admitted in the AIIMS, Delhi for 

further treatment. He was diagnosed with pancreatic cancer in October 2018. And at the 

age of 63, he passed away on 17 March, 2019 at his residence in Panaji, Goa. 

So, now you may have come to know that Manohar Parrikar was a politician and his service to the 

nation will always be remembered. No doubt his simplicity and his elegance always attracted and 

motivated people. 

 

 
Suresh Poudel  
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Update for the day #285 | Working Capital Cycle 

As Dave Ramsey once said 

“You must gain control over your money or the lack of it will forever control you.” 

                                                                                               

WORKING CAPITAL CYCLE 

The Working Capital Cycle for a business is the length of time it takes to convert net working capital 

(current assets less current liabilities) all into cash.  Businesses typically try to manage this cycle by 

selling inventory quickly, collecting revenue from customers quickly, and paying bills slowly, to 

optimize cash flow. 

  

WORKING CAPITAL CYCLE FORMULA 

Based on the above steps, we can see that the working capital cycle formula as: 

WORKING CAPITAL CYCLE = Inventory Days/ Service Period + Receivable Days – Payable 

Days 

  

POSITIVE VS NEGATIVE WORKING CAPITAL CYCLE 

Example for positive working capital cycle. 

Let’s use the same formula again and calculate their new cycle time. 

 Inventory days = 85 

 Receivable days = 0 

 Payable days = 90 

Working Capital Cycle = 85 + 0 – 90 = –5 

Now, this means the company receives payment from customers 5 days before it has to pay 

its suppliers. 

 Example for negative working capital cycle. 

Now that we know the steps in the cycle and the formula, let’s calculate an example based on the 

above information. 

 Inventory days = 85 

 Receivable days = 20 

 Payable days = 90 

Working Capital Cycle = 85 + 20 – 90 = 15 

This means the company is only out of pocket for 15 days before receiving full payment. 

 The working capital cycle is a measure of how quickly a business can turn its current assets into 

cash. Understanding how it works can help small business owners like you manage their company’s 

cash flow, improve efficiency, and make money faster. 

For a manufacturing company, the cycle starts with the investment made in raw materials and other 

components. The inventories can be bought on trade credit as a result creditors will increase. Further 

goods are manufactured that are sold on credit as a result debtors will increase. Finally, debtors pay 

in the form of cash or cheque and consequently creditors are paid out. 

 

The reasons for longer operating cycle are given below: 
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1. Firstly the working capital cycle may be longer if the availability of raw materials is not easy. As 

a result, the organization will have to hold large amount of raw materials in stores. 

2. Secondly the processing period may be longer. The nature of the product is such that the product 

passes through various departments to get finished. 

3. Thirdly the product may be slow moving. In that case the time taken to deplete the finished goods 

stock will be longer. 

4. Finally the credit policy and the inefficiency of the organization in debt collection also increase 

the length of operating cycle. 

  

Please find the below link containing all formulas 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2014/12/image32.png 

Days working capital describes how many days it takes for a company to convert its working 

capital into revenue. The more days a company has of working capital, the more time it takes to 

convert that working capital into sales. A day’s working capital number is indicative of an inefficient 

company and vice versa. 

 

Interpreting Days Working Capital 

A low day working capital could mean a company is quickly using its working capital and converting 

into sales. If the days working capital number is decreasing, it might be due to an increase in sales. 

Conversely, if the days working capital number is high or increasing, it could mean that sales are 

decreasing or perhaps the company is taking longer to get paid or to collect payment for its payables. 

Is negative working capital good or bad? 

It is not always bad to have negative working capital. It is by design that certain companies with established 

brands, apart from the industries mentioned above, have negative working capital because they are able to 

bargain very well with their suppliers. The major advantage is the holiday from bank financing; it saves the 

interest cost by getting the current assets financed by the suppliers. However, in the long-term negative 

working capital could probably pose a problem. 

  

  

Ghanashyam.M 

 

 

 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2014/12/image32.png
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Update for the day #286 | Ponzi Scheme 

 

When you work hard for your money, you do not want to lose it. And if you invest your hard-earned 

money, you want to see great returns. But if you’re looking to invest money, be careful! 

There are many ways to be tricked out of your money. There are frauds, 

schemes, scams and cons carried out by fraudsters, schemers, scammers and con artists. 

One of the rip-offs that are good to be known is Ponzi scheme. 

A Ponzi scheme is a method of recycling money wherein, cash from new customers or investments 

is used to pay returns to existing investors. In a way it is a pyramid selling. 

A Ponzi scheme is a scam in which a group is enticised with the promise of very high returns in a 

very short time, but is based on paying off the early 'investors' from the cash from (hopefully ever-

increasing number of) new 'investors.' The whole structure collapses when the cash outflow exceeds 

the cash inflow. The originators of the scheme, however, usually disappear with large sums a few 

days before the crash. Thus, the scheme depends on a constant stream of new investors to fund the 

pay-outs. 

 

Quick History!! 

 

Ponzi scheme is named after Charles Ponzi. In the 1920s, Charles Ponzi an Italian swindler and con 

artist tricked thousands of people into investing in a postage stamp scheme.  He became known in 

the early 1920s as a swindler in North America for his money-making scheme. He promised clients 

a 50% profit within 45 days, or 100% profit within 90 days, by buying discounted postal reply 

coupons in other countries and redeeming them at face value in the United States. In reality, Ponzi 

was paying earlier investors using the investments of later investors.  His scheme ran for over a year 

before it collapsed, costing his "investors" $20 million. 

 

Ponzi and Pyramid Scheme!! 

 

Ponzi Scheme is very similar to a pyramid scheme in that both are based on using new investor’s 

funds to pay the earlier backers. For both Ponzi schemes and pyramid schemes, eventually there isn't 

enough money to go around, and the schemes unravel. 

Pyramid schemes may sound like they started in ancient Egypt, but they did not. 

The fraudsters behind a pyramid scheme make their marketing scheme look real with many types of 

products or services. A pyramid scheme is structured so that the initial schemer persuades individuals 

who wish to join to make a payment in exchange for a share of the money taken from every additional 

member that these individuals recruit. Such organizations seldom involve sales of products or 

services with value. In a pyramid scheme, people in the upper layers typically profit while people in 

the lower layers typically lose money. Since at any given time, most of the members in the scheme 

are at the bottom, most participants in a pyramid scheme will not make any money. Therefore, a 

pyramid scheme is characterized by a few people making large amounts of money, while most who 

join the scheme lose money. 
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E.g.: Peter (Level1) starts a pyramid Scheme and the cost of being a member is ₹100. He then 

persuades Sam and Mike (Level 2) to join in the scheme by paying ₹100 in order to make a profit of 

50% from the investment. In order for Sam and Mike to make profit or at least break-even they will 

have to recruit new members to invest. Let's say Sam persuades and recruits new investors, Jack and 

Jill (Level3) to invest ₹100 each. ₹50 of such investment from both Jack and Jill goes to Sam and 

the remaining ₹50 to Peter. So, any new investment is divided and distributed to the members above 

them in the organisation structure. If the Level 3 investors are unable to find any new investors the 

entire structure collapses and at the end Sam makes break-even with no profits, while Peter makes a 

gain. The ultimate loss is to Level 3 investors who lose all the money unable to find any new 

investors. 

A Ponzi scheme is similar, but also different. 

Ponzi schemes are based on fraudulent investment management services—basically, investors 

contribute money to the "portfolio manager" who promises them a high return, and then when those 

investors want their money back, they are paid out with the incoming funds contributed by later 

investors. The person organizing this type of fraud is in charge of controlling the entire operation, 

they merely transfer funds from one client to another and forgo any real investment activities. 

E.g.: Here Peter lures Sam and Mike to invest by promising high returns. Peter then does not make 

any practical investment of the money obtained from Sam and Mike. However, in order to fulfil his 

obligations towards Sam and Mike, Peter approaches Jack and Jill to invest promising the same high 

returns. Peter then uses the money received from Jack and Jill to pay returns to Sam and Mike. The 

cycle will just keep continuing until Peter is unable to find no more new investors and Peter will run 

out of money, leading to the collapse of the entire structure. 

 

6 Signs you invested in a Ponzi Scheme!! 

Regardless of the technology used in the Ponzi scheme, most share similar characteristics: 

1.       A guaranteed promise of high returns with little risk 

2.       Consistent flow of returns regardless of market conditions 

3.       Investments that have not been registered with the Securities and Exchange 

Commission (SEC) or other regulatory bodies. 

4.       Investment strategies that are a secret or described as too complex 

5.       Clients not allowed to view official paperwork for their investment 

6.       Clients facing difficulties removing their money 

  

Ponzi scheme in recent history!! 

 

A man named Bernie Madoff ran the largest and longest-running Ponzi scheme in the United States. 

The website BusinessInsider.com says Madoff made off with about $20 billion of investors’ funds. 

One reason Madoff was able to fly under the radar for so long is because he was very well-known 

and trusted in the financial industry. He started his own investment firm in 1960 and helped start the 

Nasdaq stock market. 
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But no matter how financially smart you are, a Ponzi scheme can only work if the clients keep their 

money in the scheme and once the financial crisis of 2008 took hold, he could no longer sustain the 

fraud. In 2009, Madoff pleaded guilty to running a Ponzi scheme and stealing billions from investors. 

He is serving his sentence in prison. But that is only cold comfort to the thousands of investors, some 

of whom lost their entire life savings. 

On the whole the basic principle of a Ponzi scheme is “To rob Peter to pay Paul” 

So, consider yourself warned! If an investment scheme sounds too good to be true, it is. 

 

 
Aishwarya R Bhat 
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Update for the day #287 | An Insight on International Court of Justice – ICJ 

 

The International Court of Justice (ICJ) is the principal judicial organ of the United Nations (UN). It 

was established in June 1945 by the Charter of the United Nations and began work in April 1946. 

The seat of the Court is at the Peace Palace in The Hague (Netherlands). 

The Court’s role is to settle, in accordance with international law, legal disputes submitted to it by 

States and to give advisory opinions on legal questions referred to it by authorized United Nations 

organs and specialized agencies. 

The Court is composed of 15 judges, who are elected for terms of office of nine years by the United 

Nations General Assembly and the Security Council. It is assisted by a Registry, its administrative 

organ. 

 

How does the court work? 

The Court may entertain two types of cases: legal disputes between States submitted to it by them 

(contentious cases) and requests for advisory opinions on legal questions referred to it by United 

Nations organs and specialized agencies (advisory proceedings) 

 

CONTENTIOUS CASES 

The Court is competent to entertain a dispute only if the States concerned have accepted its 

jurisdiction in one or more of the following ways: 

 by entering into a special agreement to submit the dispute to the Court; 

 by virtue of a jurisdictional clause, i.e., typically, when they are parties to a treaty containing 

a provision whereby, in the event of a dispute of a given type or disagreement over the 

interpretation or application of the treaty, one of them may refer the dispute to the Court; 

 through the reciprocal effect of declarations made by them under the Statute, whereby each 

has accepted the jurisdiction of the Court as compulsory in the event of a dispute with another 

State having made a similar declaration. 

In the Jadhav Case (India v. Pakistan) where th the Republic of India filed a complaint regarding a 

death penalty awarded to Indian Citizen by a pakistani Military Court. The public hearings were 

concluded on 21st February 2019 and the court will begin the deliberations. The Court’s Judgements 

will be delivered at a public sitting in due course.     

 

ADVISORY PROCEEDINGS 

Advisory proceedings before the Court are only open to five organs of the United Nations which are 

The General Assembly, Security Council, Economic and Social Council, Trusteeship Council, The 

Interim Committee of the General Assembly. and 16 specialized agencies of the United Nations 

family or affiliated organizations. 

When it receives a request for an advisory opinion the Court must assemble all the facts and is thus 

empowered to hold written and oral proceedings, like those in contentious cases. 

A few days after the request has been filed, the Court draws up a list of the States and international 

organizations that are likely to be able to furnish information on the question before the Court. Such 
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States are not in the same position as parties to contentious proceedings: their representatives before 

the Court are not known as agents, and their participation in the advisory proceedings does not render 

the Court’s opinion binding upon them. Usually the States listed are the member States of the 

organization requesting the opinion. Any state not consulted by the Court may ask to be. 

 

 
Yash M Chhajed  
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Update for the day # 288 | Investment Models 

 

What is investment? 

Savings and Investments form an integral part of one’s life. Investments refer to the employment of 

funds with an objective of earning a favourable return on it. In other words, investment is a process, 

where money is being utilised with a hope of making more money. 

There is a plethora of investment avenues, each associated with varied risk-return trade-offs. Every 

investment avenue is distinct in its characteristic, which makes the investment decision fascinating. 

The investor thus needs to carefully analyse each of its characteristics and build a basket of assets 

that suits his risk profile and complies with his objectives and goals. Hence, investment decision 

making is a fascinating task to the investor.   

 

Understanding Investment in Detail 

For a first hand understanding on investment, consider it as putting money in banks deposits, shares 

of companies, real estate, gold, business or industry. For a country to grow (and generate employment 

opportunities to all), it should produce more goods and services, and hence investments in business, 

agriculture or industry or supporting infrastructure is highly appreciated. If government has sufficient 

funds to invest in these areas, then it seems well and fine, but a nation like India with a Fiscal Deficit 

of 5.1% of GDP cannot ask Government to take care of all investment needs. The investment should 

come from private players too and that’s a win-win situation for all! 

Relation Between Investment and GDP : 

  

GDP, the measure of national income is given by the formula : GDP = C + I + G + NX, where C is 

the consumption expenditure, G is government spending, and NX is net exports, given by the 

difference between the exports and imports, X − M. Thus investment, ‘I’ is everything that remains 

of total expenditure after consumption, government spending, and net exports are subtracted (i.e. I = 

GDP − C − G − NX). [I corresponds to gross investment.] 

 

Factors Affecting Investment 

  

Investment is a function of Income and Rate of Interest  

 Higher the income, the more will be the investment; higher the rate of interest the lesser will be the 

investment. 

More Income->More Savings->More Investment->More Income. 

Also : No investment->No Growth->Poverty, Malnutrition, Unemployment etc. 

 

Investment Models 

So for more income, we need more investment. Which are the modes by which Investments can be 

attracted? Money for investing in productive assets can be from Public Sources (Government), 

Private Sources (Corporate) or Combined Sources (Public Private Partnership or PPP). 
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Thus one the basis of who invests in assets for increasing production, there are three major investment 

models. 

1.       Public Investment Model: For a government to invest, it needs revenue (mainly tax 

revenue), but the present tax revenues of India are not sufficient enough to meet the budgetary 

expenditure of India. So India cannot move ahead in the path of growth without private 

individuals; even for government to have a share in the investment, they need tax revenue from 

the private investors. 

 

2.       Private Investment Model: The private investment can come from India or abroad. If it’s 

from abroad – they can be as (FDI) Foreign Direct Investment or (FPI) Foreign Portfolio 

Investment India’s Current Account Deficit is widening due to increased Oil Import, in this 

age of globalisation, we cannot say NO to FDI or FPI. Why private investment in India: For a 

country to grow and increase its income, the production has to be increased. More goods and 

services has to be produced. Infrastructure to support production – transport, energy and 

communication – should also be developed. But how can a nation with near 30% of population 

below poverty line, invest in production or infrastructure? Who has money to invest? 

Government? 

 

3.       Public Private Partnership Model: PPP means combining the best benefit from both 

public and private investments. Some of the Project Finance Schemes are as below: 

 1. BOT (build–operate–transfer). 

 2. BOOT (build–own–operate–transfer). 

 3. BOO (build–own–operate). 

 4. BLT (build–lease–transfer). 

 5. DBFO (design–build–finance–operate). 

 6. DBOT (design–build–operate–transfer). 

 7. DCMF (design–construct–manage–finance). 

 

Again, depending from where investment comes, there are two other investment models. 

1.       Domestic Investment Model – It can be from Public, Private or PPP. 

2.       Foreign Investment Model – It can be 100% FDI or Foreign-Domestic Mix. 

 

And, depending on where the investment goes (or how investments are planned), there are various 

investment models. A few include: 

1.       Sector Specific Investment Models (In SEZ or MIZ etc). 

2.       Cluster Investment Model (Eg: Food Processing Industries) 

 

Project Finance Schemes and Finance Models : Understanding Models 

A road can be constructed by adopted different models. Let’s analyse a few cases to understand the 

concept. 
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1.       Case 1: Government machinery and funds are directly used to construct a road. 

No intermediaries or third parties are involved. —>Disadvantage: Government needs money 

to start the project. 

2.       Case 2: A bid is placed for the road work contract. Usually a contractor or company with 

lowest bid gets the project. Government sanctions funds in part or full, depending upon the 

completion of stages. 

3.       Case 3: Government spends no money from its pocket but asks a company to construct 

the road. (No private firm will engage in constructing roads in a country unless they get returns 

for it – You know that!) Government offers to collect toll fees from the road for a fixed period 

of 10 or 15 years until they recover their cost and decent profit. —> The benefit of this 

approach is that without spending any amount from Government’s pocket, the nation will get a 

road. Toll charges in addition to tax paid is a matter of concern, but it’s better than the case 

with no road or poor road with traffic congestion. 

Factors affecting Investment Sentiments 

 Savings Rate. 

 Tax Rate in the country. (Net income available after tax). 

 Inflation. 

 Rate of Interest in Banks. 

 Possible Rate of Return on Capital. 

 Availability of other factors of production – cheap land, labour etc and supporting 

infrastructure – transport, energy and communication. 

 Market size and stability. 

 Investment friendly environment in the country (policies of the government). 

More over Investment decision are never day. Different strategies work for different investors and 

different situations. Additionally, an investor might employ more than one strategy, or choose a 

variety of investment vehicles depending upon their goals. 

 

Have a plan and a strategy. Just like going on trip in your car, it is important that investors have a 

plan and a destination in mind before investing their money. The goals whether planning for 

retirement or buying a home dictate the time horizon, which dictates the tolerance for risk. The 

Investments have to be diversified so that some do well when the rest of the portfolio might not. This 

approach allows an investor to construct a portfolio that is in line with their risk tolerance and that 

balances potential return with some downside risk protection. 

 

 
Saketh P 
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Update for the day # 289 | Inventions born out of accidents 

 

In the words of Mark Twain, “ Accident is the greatest name of all inventors”. 

 

Today, let us learn about some of the most famous accidental inventions 

 

Happy reading!! 

  

1.      Potato chips 

Potato chips were accidentally invented when an annoying customer kept asking a restaurant to 

make his French fries thinner and crispier. George Crum, the chef, sliced them wafer thin as a joke, 

but the guy loved them and the potato chip was born 

 

2.      Microwave Owen 

Percy Spencer was experimenting with a radar related vacuum tube when a candy bar in his pocket 

started melting. Utilising this new knowledge, he patented the microwave 

 

3.      Post-its 

Spencer Silver discovered a 'low tack' adhesive in 1968 for which he found no use. Art Fry was 

frustrated with not having sticky notes for his church books. Combining their heads, they launched 

post-its in 1980 

 

4.      Cornflakes 

John and Will Kellogg discovered the staple breakfast cereal when they accidentally left a pot of 

boiled grain on the stove for a number of days. 

 

5.      Penicillin 

Sir Alexander Fleming only discovered the wonder medicine after giving up on his medical 

experiments. He noticed a mold on an old petri dish which was breaking down bacteria around it. 

Growing the mould himself, he discovered that it contained the antibiotic Penicillin 

 

6.      Slinkies 

Richard Jones, a naval engineer, was experimenting with tension springs for battle ships when one 

of them dropped to the floor. It kept flopping around, thus resulting in the invention of the slinky 

 

7.      Matchsticks 

British Pharmacist John Walker was stirring his chemicals when he noticed a dried lump on the end 

of his stirring stick. Trying to scrape it off, it invariably sparked a flame, and the idea struck him to 

convert these to proper matchsticks 
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8.      Coca Cola 

Atlanta-based pharmacist, John Pemberton, sold a French Wine Coca concoction that was touted as 

a cure for headaches and nervous disorders. Pemberton’s business hit a speed bump in 1885, when 

Atlanta banned the sale of alcohol, so he omitted the wine and created a coca-based syrup that 

could be mixed with carbonated water and drank as a soda. 

 

9.      Ink Jet Printers 

An engineer from Canon rested a hot iron on his pen by accident which resulted in ink ejecting from 

the pens point a few moments later. This principle led to the creation of the inkjet printer. 

 

10.  Popsicles 

The first popsicle was reportedly invented by 11-year-old Frank Epperson in 1905, when he 

accidentally left a container of powdered soda and water, with its mixing stick still inside, on his 

porch overnight. One unexpectedly cold night later, and the popsicle—which Epperson originally 

marketed 20 years later as an Epsicle—was born. 

 

Other notable inventions as a result of accidents include Teflon pans, artificial sweeteners, safety 

glass, X – rays and the pacemaker  

 

       

 

 

 
S.Abhishek 
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Update for the day # 290 | Top successful entrepreneurs/ Business women 

In recent years, there has been record rise in female entrepreneurship and more women are pursuing 

their career towards becoming entrepreneurs and work, which is really a good thing for the society 

and self. 

The days are gone when women were considered not equal to men in this world. Now a days the fact 

that women are as best as men on all parameters of Hard work, Intelligence, Maintaining home and 

career, & Leadership qualities can be proved with the success stories of these powerful Business 

women. 

1)  Indu Jain – Chairperson of Times Group 

 
Indu Jain, currently the chairperson of India’s largest media group, Times Group is known by various 

identities as spiritualist, humanist, educationalist, entrepreneur.  

The Times Foundation was Indu Jain’s own creation which she built with utmost care and sincerity. 

It was because of her sheer determination and hard work the foundation has received lot many 

national and international acclaims. Times Foundation was conceived and guided under the 

leadership of Indu Jain. Times Relief fund, branch of Times Foundation extends help to affected 

areas in times of natural calamities like cyclones, epidemics etc., apart from Relief funds the 

foundation also runs Research Foundation and Community Services all under the guidance of Indu 

Jain. A feminist, Indu Jain supports women entrepreneurship and encourages the same while 

standing strong for women's rights. 

  

The Times Foundation wing was set by Indu Jain with a single motive in mind, to give back to the 

society, help the one in need and make a difference in society at large. She is also founder President 

of the Ladies wing of  FICCI she is Chairperson of the Bharatiya Jnanpith Trust, which awards 

the Jnanpith award. 

As per the Forbes 2018 rankings, she has a net worth of 2300$ million and is ranked 25th richest 

person in India. She was also awarded the Padma Bhushan by the Govt. of India 2016. 

 

2) Falguni Nayar – Founder and CEO of Nykaa    
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A graduate of IIM, Ahmedabad, Falguni Nayar spent 19 years as an investment banker and broker 

with the Kotak Mahindra Group.   

Falguni’s past interactions with a number of successful entrepreneurs motivated her to pursue an 

entrepreneurial journey. Nykaa.com is an e-commerce store that is focused on beauty and wellness 

products which was founded by her in 2012. Nykaa has other properties like the Beauty Book, Virtual 

Makeover and Experts. It is one of the leading cosmetic online brands in India which offers around 

400 brands with around 40,000 products on its website heading towards a turnover of 300 crores.   

 

3) Rashmi Daga – Founder Fresh Menu 

  

An I.I.M graduate, Rashmi Daga, has gained experience from multiple industries, before she entered 

into Food industry and made the brand Fresh Menu. 

She always dreamt of owning a listed company and she worked at a start up and then bootstrapped a 

start-up in 2011.When Rashmi moved from Frazer Town to Sarjapur in Bangalore, the nearest place 

that served quality food or food of any kind was in Koramangala, a fair distance away. She being a 

mother, had an unreliable cook and was juggling a full-time job. Fresh Menu  

was born out of her personal experience, with the goal to give everyone the chance to have chef-

prepared food delivered at their door. 

In 2014, she moved to the food industry with Fresh Menu, an online restaurant that today clocks 

30,000 orders per day from its app and website across Bengaluru, Mumbai, South Delhi, and 

Gurugram. 

In FY 2017, Fresh Menu reported revenues of ₹72 crore, a 118 percent growth over the previous 

year. Fresh Menu has so far raised $22 million in venture capital funding from Lightspeed Venture 

Partners and Zodius Technology Fund. 
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4)  Chanda Kochhar – Former MD and CEO of ICICI Bank 

 
Obtaining her master’s degree from reputed Jamnalal Bajaj Institute of Management studies, she was 

awarded the Wockhardt Gold Medal for her academic performance and J. N. Bose award in cost 

accountancy. 

Kochhar joined ICICI in the year 1993 and nothing has stopped her escalation in the company since 

then.With a three-decade-long career, Chanda Kochhar has carved a niche for herself in the Indian 

retail banking scenario. She has changed the face of the banking sector in India with her effort and 

determination. Her brilliant growth and development can be witnessed with the growth of ICICI. 

Under her, ICICI bank won the “Best Retail Bank in India” award in 2001, 2003, 2004, 2005 & 

Excellence award in 2002.  

She has been awarded “Business women of the year 2005” by Economic Times, “Rising Star Award” 

in 2006 and Padma Bhushan in 2010 by Indian Govt. 

 

 

5) Kiran Mazumdar – Chairman and MD, Biocon Limited 

 
Being one of the richest self-made Businesswoman in India she calls herself as an “accidental 

entrepreneur” as she never intended to start a Business. 

She completed her Bachelor’s in Zoology from Bangalore, & PG from Melbourne university.She 

always wanted to do something in her life, which inspired her to start her own company. In 1978, 

Mazumdar Shaw joined Biocon Biochemicals Limited, Ireland as a trainee manager. Soon after 

joining them, she started the Indian arm of the company in the same year. She rented a garage space 

in Bangalore and with an initial investment of Rs. 10,000 she commenced her entrepreneurial 
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journey. Initially, she did face issues like banks would not trust her idea and loans were a problem 

since biotechnology was a new field and women entrepreneurs back then were rare. 

Gradually from Business of sale of enzymes she moved into manufacturing medicines. The revenue 

generated from sale of enzyme gave cash flow to fund the research and production of pharmaceutical 

drugs. In 2004, Biocon went for an IPO which was oversubscribed 33 times. It was the second Indian 

company to cross the 1 billion mark on the first day of listing. This raised capital helped her in 

creation of affordable innovation. They focused on cost-effective techniques and low-cost 

alternatives for drugs too. 

  

She has also undertaken social entrepreneurship projects and one area being public health she has 

created a network of small clinics to provide some basic health care in rural areas which is largely 

funded by her and donations received by the people using it. 

She has also received the Padma Shri (1989) & Padma Bhushan (2005) from the Govt. of India. 

 

6)  Indra Nooyi – Former CEO Pepsico, presently Director of Amazon 

 
The Top most well-known Face among women entrepreneurs of India. She is from Chennai and did 

her bachelor’s in science & MBA. Before landing in Pepsico she worked with Motorola and Boston 

Consulting group. She was elected to PepsiCo’s Board of Directors and became President and CFO 

in 2001, after serving as Senior Vice President. Nooyi also served as PepsiCo’s Senior Vice 

President, Corporate Strategy and Development from 1996 until 2000, and as PepsiCo’s Senior Vice 

President, Strategic Planning from 1994 until 1996. 

According to Business Week, since she started as CFO in 2000 the company's annual revenues have 

risen 72%, while net profit more than doubled, to USD 5.6 billion in 2006.  She equally emphasized 

in the Mergers and Acquisition which was bolstered by the acquisition of the Tropicana and Quaker 

fruit juice brands. With her superb knack of facts and figures she predicted the slowdown in the 

popularity of aerated soft drinks in the markets worldwide. 

Nooyi is the 12th highest paid corporate woman in the US, with an annual pay package of over USD 

12.7 million, according to Forbes magazine. 

She stepped down as the CEO of Pepsico in October 2018 and joined Amazon’s Board of Directors. 

She has been awarded prestigious Padma Bhushan for her business achievements in 2007. 
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7) Vandana Luthra – Founder of VLCC 

 
Vandana completed her graduation from the Polytechnic for Women in New Delhi. She later went 

on to gain expertise in beauty, fitness, food and nutrition and skin care from Germany, UK and 

France.  

Luthra started VLCC in 1989, as a beauty and slimming services centre in Safdarjung Development 

Area, New Delhi. VLCC has a strong national and international presence. It offers weight 

management and beauty programmes. 

VLCC has the largest scale and breadth of operations within the beauty and wellness services 

industry in India. Currently the store operates in 326 locations in 153 cities and 13 countries in South 

Asia, South East Asia, the GCC Region and East Africa. With over 4,000 employees, including 

nutrition counsellors, medical professionals, physiotherapists, cosmetologists and beauty 

professionals, VLCC is a leader in the Indian beauty and wellness industry by market share. 

Vandana has received a host of awards for excellence and entrepreneurship over the years including 

the Padma Shri in 2013 from Govt of India.    

 

 
Akshatha HN 
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Update for the day # 291 | Financial Benefits under Karnataka Electronics and System Design 

Manufacturing Policy 

 

ESDM Sector – Overview 

Amongst all emerging economies, India has been one of the front runners from growth and economic 

development perspective. The Indian Electronics System Design and Manufacturing (ESDM) 

industry is one of the fastest growing sectors in the country. Changing global landscapes in 

electronics design and manufacturing capabilities, and cost structures have turned the attention of 

global companies towards India. Companies from around the world are looking to build local 

capabilities in India not just to serve the resident market but also to cater to overseas markets. This 

has resulted in the development of indigenous capabilities across the ESDM value chain in India. 

ESDM industry in India comprises of four key components which are at varying stages of 

development. 

   Electronics Products 

   Electronics Manufacturing Services 

   Electronic Components 

   Design Services 

  

The focus is currently on providing the necessary impetus to take advantage of the dormant 

capabilities across the various electronics markets and developing the missing links to make the local 

ESDM sector globally competitive. 

  

  

Who can avail the financial benefits under this policy? 

 

 Manufacturing or design of electronics products such as telecom systems / mobiles 

/ IT systems and hardware / consumer electronics / medical             electronics, etc. 

 Manufacturing of intermediates such as PCBs / semiconductors / chip components / 

ICs / components / parts etc. 

 Electronic Manufacturing Services (EMS). 

 Design / IP / Software services for electronics products. 

  

  

Financial Assistance under this policy available to registered KESDM enterprises. 

  

For the purpose of incentives, companies have been categorized into different classifications. The 

categorization of companies is as mentioned below: 

 

 

 

  



            

               SURESH & CO. 

 

                             EMERGING THOUGHTS  

 

 

58 

 

 

 

Category Investments on Fixed Assets 

Start-ups and 

MSMEs Less than ₹ 10 Cr 

Large Enterprises Between ₹ 10 Cr to ₹ 250 Cr 

Mega Enterprises More than ₹ 250 Cr 

  

Venture funds 

The Govt. of Karnataka launched the KARSEMVEN fund for funding of ESDM companies in FY 

2014-15. 

The fund has till date mobilized ₹ 93.4 Crores and has funded multiple companies. 

To continue this momentum, the government will accelerate the disbursement process for the fund 

and ensure more early-stage companies can be funded. 

                

                

Patent Registration Incentive 

Registered KESDM companies will be reimbursed the actual costs, 

 Maximum of ₹ 2 lacs for filing a domestic patent. 

 Maximum of ₹ 10 Lacs for filing an international patent. 

 100% of the Eligible expenses to be reimbursed for a patent filing fees, attorney fees, 

search fees, and maintenance fees, to the maximum grant amount. 

   

International Marketing Incentive 

Govt. of Karnataka will provide reimbursements of 30% of the actual cost incurred, subject to 

maximum ₹ 5 lacs per year. 

 Registration, travel, boarding and lodging expenses for international marketing, 

events, conferences. 

 Trade show participation and exhibition stall rentals. 

  

R&D Grant 

 

Category 

Available Grant (as percentage of 

expenses) 

Start-ups & MSME 25% 

Large and Mega 

Enterprises 10% 

  

  

Capital Subsidy 

The Govt. of Karnataka will provide up to 10% capital subsidy, up to a maximum of ₹ 10 Crores to 

registered KESDM companies 
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Reimbursement of Quality Certification Costs 

Registered KESDM Start-ups and MSMEs will be reimbursed up to 50% of testing/certification 

charges incurred for getting the products tested/certified from any lab domestic/abroad, subject to a 

maximum of ₹ 10 Lacs per year. 

  

  

Reimbursement of Prototyping Cost 

Registered KESDM Start-ups and MSMEs will be reimbursed 50% of the cost incurred for 

developing a prototype of a product. This will be subject to an upper limit of ₹ 10 lacs per year.  

  

PF / ESI Incentive 

Registered KESDM Start-ups & MSMEs will be reimbursed Provident Fund (PF) / Employee’s State 

Insurance (ESI) of ₹ 2,000 per employee per month for two years subject to total reimbursement of 

up to ₹ 12 Lacs. This is only applicable for all new employment created during the policy period, 

provided the employment is for a continuous period of two years. 

  

  

Interest Subsidy 

Interest subsidy of up to 6% per annum on term loans will be provided to registered KESDM 

Start-ups and MSMEs for a period of five years for loans of up to ₹ 50 Lacs. 

  

  

Exemption from Stamp Duty 

Registered KESDM companies will be exempted from stamp duty paid in respect of lease deeds, 

loan agreements, etc. 

  

Category 

Available Exemption (as percentage of 

expenses) 

Start-ups & MSMEs 100% 

Large and Mega 

Enterprises 75% 

  

Reimbursement of Land Conversion Fee 

The payment of land conversion fee for converting the land from agriculture use to industrial use 

will be reimbursed to registered KESDM companies.  

Category Upper Limit (₹) 

Start-ups & MSMEs 75% 

Large and Mega 

Enterprises 50% 
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 Additionally, KESDM companies are also eligible to avail incentives and concessions as per the 

norms of Karnataka Industrial Policy 2014-19 and Karnataka Start-up Policy 2015-2020. 

However, those incentives which are common in these policies, can only be claimed from any one 

source. 

  

 https://docs.google.com/viewer?a=v&pid=forums&srcid=MDk1MzExMDY2MDE5NzM1MTQ5

MjMBMDU5ODA2NTI1NzY5MjkxNjkyODgBbUpqXzVqeUhBd0FKATAuMQEBdjI&authuser

=0 

 

 
Vishnu V N 
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Update for the day #292 | 7 CEO's - TATA  

"Success usually comes to those who are too busy to be looking for it." 

 

Jamsetji Tata 

Jamsetji Nusserwanji Tata (3 March 1839 – 19 May 1904) was an Indian pioneer industrialist, who 

founded the Tata Group, India's biggest conglomerate company. 

He founded what would later become the Tata Group of companies. Tata is regarded as the legendary 

"Father of Indian Industry". 

He worked in his father's company until he was 29. He founded a trading company in 1868 

with ₹21,000 capital. He bought a bankrupt oil mill at Chinchpokli in 1869 and converted it to a 

cotton mill, he sold the mill 2 years later for a profit. He set up another cotton mill at Nagpur in 1874. 

He had four goals in life: setting up an iron and steel company, a world-class learning institution, a 

unique hotel and a hydro-electric plant. Only the hotel became a reality during his lifetime, with the 

inauguration of the Taj Mahal Hotel at Colaba waterfront in Mumbai on 3 December 1903 at the cost 

of ₹11 million. At that time, it was the only hotel in India to have electricity. 

His successors' work led to the three remaining ideas being achieved: 

 Tata Steel (formerly TISCO – Tata Iron and Steel Company Limited) is Asia's first and 

India's largest steel company. 

 Indian Institute of Science, Bengaluru. 

 Tata Hydroelectric Power Supply Company renamed Tata Power Company Limited, 

currently India's largest private electricity company. 

  

Sir Dorabji Tata 

Sir Dorabji Tata (27 August 1859 – 3 June 1932) was an Indian businessman, and a key figure in the 

history and development of the Tata Group 

Dorabji was the elder son of Hirabai and Jamsetji Nusserwanji Tata. 

Dorabji was intimately involved in the fulfilment of his father's ideas of a modern iron and steel 

industry. Dorabji is credited with the establishment of the conglomerates Tata Steel in 1907 which 

his father founded and Tata Power in 1911, which are the core of the present-day Tata Group. Under 

Dorabji's management, the business that had once included three cotton mills and the Taj Hotel 

Bombay grew to include India's largest private sector steel company, three electric companies and 

one of India's leading insurance companies. Founder of New India Assurance Co Ltd. in 1919, the 

largest General Insurance company in India. Dorabji Tata was knighted in January 1910 by Edward 

VII, becoming Sir Dorabji Tata. 

Dorabji was extremely fond of sports and was a pioneer in the Indian Olympic movement. As 

president of the Indian Olympic Association, he financed the Indian contingent to the Paris Olympics 

in 1924. 

  

 

 

Nowroji Saklatwala 
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Sir Nowroji Saklatwala, KBE, CIE (1875–1938) was the third chairman of the Tata Group from 1932 

till his sudden death in 1938 due to a heart attack. He was the son of Bapuji Saklatwala and Virbaiji 

Saklatwala. His mother Virbaiji was the sister of Jamsetji Tata. He was the first non-Tata to make it 

to the top and worked closely with Dorabji Tata. When Dorabji died in 1932, he became the 

Chairman of the Tata Group and had the task of consolidating the company during the Depression 

years. 

Closely connected with Indian cricket, Saklatwala played for the Parsee's team during 1904-05 but 

stopped playing actively due to business pre-occupations. As a cricket player, he represented the 

Parsees against the Europeans in 1904. 

He was the first Chairman of the Cricket Club of India after its inception in 1933 till his death and 

was instrumental in the development of Brabourne Stadium. 

  

JRD Tata 

Jehangir Ratanji Dadabhoy Tata (29 July 1904 – 29 November 1993) was a French-born Indian 

aviator, entrepreneur, chairman of Tata Group and the shareholder of Tata Sons. 

Born into the Tata family of India, he was the son of noted businessman Ratanji Dadabhoy Tata and 

his wife Suzanne Brière. His mother was the first woman in India to drive a car and, in 1929, he 

became the first licensed pilot in India. He is also best known for being the founder of several 

industries under the Tata Group, including Tata Consultancy Services, Tata Motors, Titan Industries, 

Tata Salt, Voltas and Air India. In 1983, he was awarded the French Legion of Honour and in 1955 

and 1992, he received two of India's highest civilian awards the Padma Vibhushan and the Bharat 

Ratna. 

On 10 February 1929, Tata obtained the first pilot licence issued in India. He later came to be known 

as the father of Indian civil aviation. He founded India's first commercial airline, Tata Airlines in 

1932, which became Air India in 1946, now India's national airline. In 1929, J. R. D became one of 

the first Indians to be granted a commercial pilot's license. In 1932 Tata Aviation Service, the 

forerunner to Tata Airline and Air India, took to the skies. 

Under his chairmanship, the assets of the Tata Group grew from US$100 million to over US$5 

billion. He started with 14 enterprises under his leadership and half a century when he left, Tata Sons 

was a conglomerate of 95 enterprises which they either started or in which they had control interest. 

  

Ratan Tata 

Ratan Naval Tata, (born 28 December 1937) is an Indian industrialist, investor, philanthropist, and a 

former chairman of Tata Sons who served as its chairman emeritus. He was also chairman of Tata 

Group, from 1991 to 2012, and again, as interim chairman, from October 2016 through February 

2017, and continues to head its charitable trusts. He is the recipient of two of the highest civilian 

awards of India – Padma Vibhushan (2008) and the Padma Bhushan (2000). 

During the 21 years, he led the Tata Group, revenues grew over 40 times, and profit, over 50 times. 

He boldly got Tata Tea to acquire Tetley, Tata Motors to acquire Jaguar Land Rover and Tata Steel 
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to acquire Corus. All this turned Tata from a largely India-centric group into a global business, with 

over 65% revenues coming from operations and sales in over 100 countries. 

  

Cyrus Mistry 

Cyrus Pallonji Mistry (born 4 July 1966) is an Irish businessman of Indian origin who was the 

chairman of Tata Group, an Indian business conglomerate, between 2012 and 2016. He was the sixth 

chairman of the group, and only the second (after Nowroji Saklatwala) to not bear the surname Tata. 

In mid-2012, he was chosen by a selection panel to head the Tata Group and took charge in December 

the same year. On 24 October 2016, the board of Tata Group's holding company, Tata Sons, voted 

to remove Mistry from the post of chairman; former chairman Ratan Tata then returned as interim 

chairman. 

He owns an 18.4% stake in Tata Sons, through his firm, Cyrus Investments Pvt. Ltd. Mistry joined 

the board of Tata Sons on 1 September 2006, a year after his father retired from it. He served as a 

Director of Tata Elxsi Limited, from 24 September 1990 to 26 October 2009 and was a Director of 

Tata Power Co. Ltd until 18 September 2006. 

In 2013, Mistry was appointed as the chairman of Tata Sons. In addition, he was also chairman of 

all major Tata companies including Tata Industries, Tata Steel, Tata Motors, Tata Consultancy 

Services, Tata Power, Tata Teleservices, Indian Hotels, Tata Global Beverages and Tata Chemicals. 

  

Natarajan Chandrasekaran 

Natarajan Chandrasekaran (born 1963) is the chairman of Tata Sons. He was COO and executive 

director of Tata Consultancy Services (TCS), where, in 2009, he became CEO. He is also Chairman 

of Tata Motors and Tata Global Beverages (TGB) and is the first non-Parsi executive to head the 

Tata Group. 

Chandrasekaran has spent his career in TCS, joining a company in 1987 after completing master’s 

in computer applications from Regional Engineering College, Trichy, (now National Institute of 

Technology, Tiruchirappalli) in Tamil Nadu. 

Under his leadership, TCS has generated consolidated revenues of US$16.5 billion in 2015-16. With 

over 353,000 consultants, TCS has become the largest private sector employer in India. TCS remains 

the most valuable company in India ended 2015-16 with a market capitalization of over US$70 

billion. Under Chandrasekaran's leadership, TCS was rated as the world's most powerful brand in IT 

Services in 2015 and was recognized as a Global Top Employer by the Top Employers Institute 

across 24 countries. 

, 

Adarsh.S 
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Update for the day #293 | Mission Shakti | 

India has shot down a low-earth orbit satellite in space after a Defence Research and Development 

Organisation's (DRDO) missile tested off the Odisha coast, propelling itself into an elite club of 

nations, which has mastered this Anti-satellite (ASAT) missile technology, said PM Narendra Modi 

in his address to the nation on Wednesday. 

 

What are Anti-satellite weapons (ASAT)? 

These are space weapons designed to incapacitate or destroy satellites for strategic 

military purposes. Several nations possess operational ASAT systems, with others in development 

or design. Although no ASAT system has yet been utilised in warfare, a few nations have shot down 

their own (defunct) satellites to demonstrate their ASAT capabilities in a show of force.  

 

What was the test?  

On March 27, 2019 India conducted Mission Shakti, an anti-satellite missile test, from the Dr. APJ 

Abdul Kalam Island launch complex. This was a technological mission carried out by DRDO. The 

satellite used in the mission was one of India’s existing satellites operating in lower orbit. The 

satellite was about 300 km away from earth but no details were shared regarding its ownership and 

what the satellite was used for and what were the reasons for choosing that particular satellite for the 

test. The test was fully successful and achieved all parameters and it required an extremely high 

degree of precision and technical capability. With this test, the country joins an exclusive group of 

space faring nations consisting of USA, Russia, and China.  

 

History of Anti-satellite weapons: 

It was fuelled by the Cold War between the United States and the former Soviet Union with a waxing 

or waning of funding. There are different kinds of systems those that can be launched from the ground 

or those vaulted from planes. In the Cold War era, 1985 was the last time that the United States had 

used an anti-satellite system to destroy its P-781 satellite that had instruments aboard to study solar 

radiation. 

 

Anti-satellite weapons came back into popular currency after China conducted an anti-satellite 

missile test on January 11, 2007. The government officially confirmed this only on the January 23, 

after reports in several US media. 

 

What are Low-Earth Orbit satellites (LEO)? 

These are satellites roughly at an altitude of 2,000 kilometres from the earth and that’s the region 

where majority of satellites are concentrated. A database from the Union of Concerned Scientists, a 

non-government organisation based in the United States, says that there are at least 5 known Indian 

satellites in LEO: India PiSat, Resource Satellites 2, Radar Imaging Satellites 1 and 2 and 

SRMSat. The test was done in the lower atmosphere to ensure that there is no space debris. Whatever 

debris that is generated will decay and fall back onto the earth within weeks.  
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Few facts about ‘Mission Shakti’. 

1. The fact that this anti-satellite technology is indigenously developed adds to India’s 

credentials, given that for many decades India was kept away from acquiring key technologies, 

forcing the country to develop its own space and nuclear capabilities.  

  

2. The anti-satellite space technology shows India’s focus on security challenges, emanating 

beyond Pakistan. “The ASAT weapon is likely to be the most potent military tool for the armed 

forces over the next few decades, notwithstanding a revolutionary technological breakthrough," 

according to Arvind K. John, analyst with New Delhi-based think-tank Observer Research 

Foundation.  

  

3.  The acquisition of this technology is expected to have spin-offs that India can exploit for 

commercial use, both domestic and globally. Having developed its own vehicles for commercial 

satellite launches, today India is launching satellites of other countries. There was a time it used 

to piggyback on French-made launch vehicles such as the Ariane. “This technological 

achievement will have many spin-offs that we can exploit for civilian commercial use," said a 

government official who did not want to be named. 

 

 

PM Modi, however, was quick to point out the intent of DRDO's "Mission Shakti" is to defend 

India’s space assets and not to start any arms race in space. Since there are no treaties governing the 

use of ASAT, India is not in violation of any international conventions. 

 

 
Sumukh K A 
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Update for the day #294 | MindTree and L&T | IT Industry's first hostile takeover bid 

 

The engineering group, Larsen & Turbo has laid out a three-step process for the potential buyout of 

the mid-sized information technology company MindTree: 

1. Acquire 20.3% from the largest Mindtree shareholder VG Siddhartha and his Coffee Day Group 

for about Rs 3,300 crore. 

2. Pick 15% from the open market; 

3. And then launch an open offer for 31% to take control at Rs 980 apiece (currently trading at 

Rs.944), which totals to 67% of the total shares. 

This paves the way for the first-ever hostile takeover in the domestic IT sector. The Mindtree 

promoters continue to offer strong opposition to such a deal with L&T, which already has an IT firm, 

L&T Infotech. 

 

Why MindTree? 

Reliance Securities says the main factors behind L&T’s interest in Mindtree are high digital revenue 

(around 50%), focus on new verticals such as travel and hospitality and its greater presence in hi-

tech and media compared with L&T Infotech (LTI). Apart from this, there is limited client overlap 

between the two firms. L&T has said it would focus on cost synergies, which will aid Mindtree’s 

profit margins and in turn drive Return on Equity accretion. 

 

Will MindTree remain independent? 

This creates a potential for merger with L&T Infotech and ultimate demise of Mindtree. Once 

combined, revenues from the three entities cross the $5 billion threshold. On its part, L&T has ruled 

out a merger, but that’s only “for the time being”. The transaction is subject to all regulatory 

approvals. The capital goods giant says it will extend support to the IT firm in its business and it will 

benefit from access to a larger client base and wider product offerings under a common parentage. 

Working independently will not be possible for Mindtree. Why would L&T buy something and keep 

it running on its own? If that was the case, it would have bought stakes from Siddhartha and kept it. 

 

A mutually acceptable solution? 

Sounds tough, but another case could be that both boards meet and reach an understanding of having 

only voting and financial benefits. This may allow the Mindtree management to be run by old 

promoters without any management hiring issues from L&T side. However, even if such an 

arrangement can be achieved, it will only be a short-to-medium term solution for both sides. But if 

L&T is unable to acquire a majority stake, then it would be stuck with an investment with no 

management control. 
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What’s in it for shareholders? 

Both the companies have delivered robust returns to investors in last two years. While shares of L&T 

Infotech have grown 139 per cent in last two years, those of Mindtree have jumped 100 per cent 

since March 22. MindTree revenue has been growing at 18 per cent annually in last five years. 

L&T Technology Services, LT Infotech and MindTree are largely complementary businesses and 

L&T can do a good job in running these three companies as a single entity or however it chooses to 

do. From that perspective, minority shareholders should hold on, because stock prices are probably 

moving higher. 

 

  

 

 
Anand.M.B. 
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Update for the day #295 | Why Japan went negative? 

 

Inflation is caused by an increase in the supply of money or financial instruments redeemable in 

money. As prices rise, a single unit of currency loses value as it buys fewer goods and services. This 

loss of purchasing power impacts the general cost of living for the common public which ultimately 

leads to a deceleration in economic growth. 

To combat this, a country's appropriate monetary authority, like the  central bank, then takes the 

necessary measures to decrease the supply of money (Example: Increase the rate of interest) and 

keep the economy running smoothly. 

Now imagine a situation, where is economy is decelerating due to low supply of money? 

One such economy is Japan’s! 

The Bank of Japan (BOJ) is trying to print Japan back to economic prosperity. To overcome such 

condition, negative interest rates were announced by the BOJ in January 2016 as the latest iteration 

in monetary experimentation. 

 

What are negative interest rates? 

A negative interest rate means that the central bank (and perhaps private banks) will charge negative 

interest. A negative interest rate is an unconventional monetary policy tool employed by a central 

bank whereby nominal target interest rates are set with a negative value, i.e below zero percent. 

Instead of receiving money on deposits, depositors must pay regularly to keep their money with the 

bank. This is intended to incentivize banks to lend money more freely and businesses and individuals 

to invest, lend, and spend money rather than pay a fee to keep it safe. 

During deflationary periods, people and businesses hoard money instead of spending and investing. 

The result is a collapse in aggregate demand, which leads to prices falling even further, a slowdown 

or halt in real production and output, and an increase in unemployment. A loose or expansionary 

monetary policy is usually employed to deal with such economic stagnation. However, if 

deflationary forces are strong enough, simply cutting the central bank's interest rate to zero may not 

be sufficient to stimulate borrowing and lending. 

 

Why Japan Went Negative? 

There are two reasons why central banks impose artificially low interest rates. The first reason is to 

encourage borrowing, spending and investment. Modern central banks operate under the assumption 

that savings are pernicious unless they immediately translate into new business investment. When 

interest rates drop near zero, the central bank wants the commercial banks to take their money out of 

reserve deposits and provide low rate interest loans to public thereby, increasing investments. 

The second reason behind adopting low interest rates is much more practical. When national 

governments are in severe debt, low interest rates make it easier for them to afford interest payments. 

 

Are negative rates working? 
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Money was already cheap in Japan, and negative rates have succeeded in making it even cheaper. 

The yield on 10-year government bonds, for instance, fell below zero, meaning investors are lending 

the government money knowing that they will not be repaid in full. 

Yet deflation has not vanished: Core consumer prices fell 0.5 percent. Nor has there been an 

explosion of new bank lending, as businesses say they can’t find enough profitable uses for funding, 

even if the money is cheap. 

And deflation itself undermines the effectiveness of negative rates. If corporate revenues are 

shrinking because of falling prices, companies will find that even the most generous loan becomes 

harder to repay. Many potential borrowers are still telling bankers, “No thanks. Keep your cash.” 

Negative interest rates might incentivize banks to withdraw reserve deposits, but they do not create 

any more creditworthy borrowers or attractive business investments. Japan's NIRP (Negative Interest 

Rate Policies) certainly did not make asset markets more rational 

The Bank of Japan is not alone. Central banks have tried negative rates on reserve deposits in 

Sweden, Switzerland, Denmark and the EU. As of July 2016, none had measurably improved 

economic performance. 

 

Real World Examples of NIRP 

 The Swiss government ran a de facto negative interest rate regime in the early 1970s to 

counter its currency appreciation due to investors fleeing inflation in other parts of the 

world. 

 In 2009 and 2010, Sweden and, in 2012, Denmark used negative interest rates to stem hot 

money flows into their economies. 

 In 2014, the European Central Bank (ECB) instituted a negative interest rate that only 

applied to bank deposits intended to prevent the Eurozone from falling into a deflationary 

spiral. 

 

  

Shreya R Mahendrakar 

 

 

 

 

 

 

 

http://www.nytimes.com/2016/02/10/business/international/japans-bond-yields-follow-interest-rates-into-negative-territory.html?_r=0&module=inline
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Update for the day # 296 | 20:20:20 Rule 

 

Spending long periods looking at computer, phone or tablet screens can strain the eyes. Using the 

20-20-20 Rule can help to prevent this problem. 

 

The rule say that for every 20 minutes spent looking at a screen, a person should look at something 

20 feet away for 20 seconds. Following the rule is a great way to remember to take frequent breaks. 

This should reduce eye strain caused by looking at digital screens for too long. 

 

How to use the 20-20-rule? 

The 20-20-20 rule was designed by Californian Optometrist Mr. Jeffrey Anshel as an easy reminder 

to take breaks and prevent eye strain, as per the Optometry Times. 

 

When following the rule, a person takes a 20 Second break from at a screen every 20 minutes. During 

the break, the person focuses on an object 20 feet away, which relaxes the eye muscles. 

 

The following method can help a person to put this rule into practice 

 Set an alarm for every 20 minutes while working as a reminder to take a break. 

 Download an app developed to help people follow the 20-20-20 rule. The protect your vision 

and eye care apps are few examples. 

 Look out a window during the 20-second breaks. Judging a distance of 20 feet inside can be 

difficult, but focusing on a tree or lamp post across the street should work well. 

 

Alternatively, a person can benefit from closing their eyes for 20 seconds every 20 minutes. Also, 

remembering to blink can prevent dry eye by encouraging tear production. 

 

Anyone who spends the day sitting should on timely basis get up and walk around, to prevent back 

and neck pains. 

 

What evidence supports the 20-20-20 Rule?  

Little scientific research has tested the effectiveness of the 20-20-20 rule, but both the American 

Optometric Association and the American Academy of Ophthalmology recommended it as a way to 

reduce the eye strain. 

 

Results of 2013 study involving 795 university students suggested that those who periodically 

focussed on distant objects while using the computer had fewer symptoms of computer vision 

syndrome, which include eye strain, watering or dry eyes and blurred vision. 

 

Symptoms of eye strain: 
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 Several symptoms can indicate eye strain, including: 

 eye watering 

 blurred vision 

 dry eyes 

 headaches 

 eye redness 

Further like the 20-20-20 rule, the following methods can help to reduce or prevent eye strain: 

 Using eye drops 

 Change Computer Settings 

 Reduce Screen glare 

 Adjust the screen's contrast. 

 Get regular eye checkups 

 

 

 
Manoj Kulkarni 
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Update for the day # 297 | Ayushman Bharat yojana - world's biggest health care scheme 

 

Health is greatest gift, Contentment is greatest wealth, faithfulness is best relationship  

                                                                                                                           – Lord buddha. 

History : 

Ayushman Bharat Yojana is a centrally sponsored scheme launched in 2018, under the Ayushman 

Bharat Mission of MoHFW in India. The scheme aims at making interventions in primary, secondary 

and tertiary care systems, covering both preventive and promotive health, to address healthcare 

holistically.It is an umbrella of two major health initiatives namely, Health and Wellness centres and 

National Health Protection Scheme (NHPS). 

 

Launch in India : 

Prime Minister Narendra Modi in September launched the Ayushman Bharat - Pradhan Mantri Jan 

Aarogya Yojana which aims to provide coverage of Rs 5 lakh per family annually, benefiting more 

than 10.74 crore poor families for secondary and tertiary care hospitalisation through a network of 

empanelled health care providers. 

 

Progress : 

26 states and union territories accepted the scheme except three viz. Delhi, Odisha and Telangana. 

More than a lakh (100,000) people have taken benefit of the scheme till October 2018.By 26th 

November more than 825,000 e-cards had been generated and there was a push to recruit more private 

hospitals to the scheme. Three had already been signed up: Cygnus Sonia Hospital in Nangloi, Dr. 

Shroff’s Charity Eye Hospital and Cygnus MLS Super-Speciality Hospital. 

 

How will the entitlement be decided? 

Ayushman Bharat will be an entitlement based scheme where it will be decided on the basis of 

deprivation criteria in the SECC database. 

 

Rural area categories: 

The different categories in rural areas include families having only one room with kucha walls and 

kucha roof; families having no adult member between the ages of 16 years and 59 years; female-

headed households with no adult male member between the ages of 16 years and 59 years; disabled 

members and no able-bodied adult member in the family; SC/ST households; and landless 

households deriving major part of their income from manual casual labour. 

Also, these families in rural areas having any one of the following will be automatically included: 

households without shelter, destitute, living on alms, manual scavenger families, primitive tribal 

groups, and legally released bonded labour. 

 

Urban area categories: 

Main source of income related to household has been clarified in urban areas as domestic workers; 

street vendors/cobblers/hawkers/other service providers working on the streets; construction 
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workers/ plumbers/ masons/ labour/ painters/ welders/ security guards/coolies and other head-load 

workers; Sweepers/ sanitation workers/ malis; Home-based workers etc., 

 

 

How does the scheme work ? 

The scheme covers medical expenses for secondary care and most tertiary care procedures. No 

premium needs to be paid by the benificiaries for the insurance cover. The insurance includes pre 

and post hospitalisation expenses. 

All the empanelled hospitals will have Ayushman mitra , a person recruited to coordinate with the 

benificiaries of the scheme and provide assistance to patients. A help desk will also be provided at 

all the hospitals to identify eligibility, authenticate documents and assist in the enrolment process. 

 

Government spending : 

For the first time in the history of independent India, health sector has become a political 

commitment. The government of India has shown its commitment towards strengthening the 

healthcare eco-system in the country by increasing the investments to 2.5 per cent. 

The interim Budget presented has raised the allocation for Ayushman Bharat scheme to Rs 6,400 

crore for 2019-2020. 

 

 
Rakesh. k  
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Update for the day # 298 | Restricted Stock Units 

RSUs or Restricted Stock Units, as the name suggests are both ‘restricted’ and ‘stocks’ which simply 

means these come as stocks but with certain restrictions, these may be subject to forfeiture and other 

conditions regarding vesting (a process giving employees the right to keep the shares given to them 

by a company after working there for an agreed period) as the company may define. 

A restricted stock unit (RSU) is compensation issued by an employer to an employee in the form of 

company stock. They represent an unsecured promise by the employer to grant a set number 

of shares of stock to the employee upon the completion of the vesting schedule.  

 

How are restricted stock units issued? 

Restricted Stock units are issued to an employee through a vesting plan and distribution schedule 

after achieving required performance milestones or upon remaining with their employer for a 

particular period of time. RSUs give an employee interest in company stock but they have no tangible 

value until vesting is complete. The restricted stock units are assigned at fair market value when they 

vest. Upon vesting, they are considered income, and a portion of the shares is withheld to pay income 

taxes. The employee receives the remaining shares and can sell them at his or her discretion. 

 

Advantages of Restricted Stock Units 

 RSUs give an employee an incentive to stay with a company long term and help it perform 

well so that their shares increase in value. 

 Administration costs are minimal for employers as there aren't actual shares to track and 

record. 

 RSUs also allow a company to defer issuing shares until the vesting schedule is complete, 

which helps delay the dilution of its shares. 

 

Taxation of RSUs and how to report them in income tax return 

Taxation of RSUs 

Tax impact on RSUs arise when these vests. When these vested stocks are sold and gains arise, the 

gains are taxed as capital gains. 

If the shares are listed on an Indian stock exchange – The sale may earn a short-term capital gain if 

these are sold within 1 year of vesting or a long-term capital gain when they are sold after more than 

a year of vesting. Short term gains are taxed at 15% while long term gains are taxable as per the 

provision of Sec 112 A, where any Long term capital gains above Rs.1,00,000 are taxable at 10% and 

the cost of acquisitions in respect of the long term capital asset acquired by the assessee before the 

1st day of February, 2018 , shall be deemed to be the higher of – 

a) the actual cost of acquisition of such asset; and 

b) the lower of – 

 (I) the fair market value of such asset (where FMV is the highest price of the capital asset quoted on 

a recognized stock exchange on the 31st day of January 2018.) and 

 (II) the full value of consideration received or accruing as a result of the transfer of the capital asset. 
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If shares are listed on a foreign stock exchange – Since no STT is paid, such securities are 

considered unlisted securities for Indian tax returns. Unlisted securities are considered long term 

after 36 months. Short term gains shall be added to the total income and long-term gains shall be 

taxed @20% after indexation (calculating gains without indexation is not available in case of 

equity).  

For indexing cost Indexed cost of acquisition = Cost price x CII of year of sale/CII of year of 

purchase. 

It’s likely that some tax has already been deducted from the gains in the country where these are 

listed. In such a case the benefit of DTAA between the two countries can be taken and this income 

should be disclosed as part of foreign income if the assessee is a resident taxpayer in India. 

 

When losses are incurred 

In case any loss is incurred and the assessee does not have any tax liability, the losses are allowed to 

be set-off against current years gains and remaining short term capital losses can be carried forward 

in the income tax return to be set-off against gains in future years. 

 

 
Varsha N K  
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Update for the day #299 | Employee motivation : Management's perspective 

 

Today’s update is about employee motivation at work place and how a manager can deal with 

different kind of employees working under him. There are three theories which we are going to learn 

here, Theory X, Theory Y and Theory Z. These are the theories formed by different management 

professors during their study. Let’s jump right into it, shall we? 

Douglas McGregor, a management professor at MIT proposed Theory X and Theory Y during 1950s 

and 60s in this book, “The Human Side of Enterprise”. The theories were about how managers 

perceive and address employee motivation. There are assumptions under which both theories are 

proposed. It also assumes that the manager’s role is to organize resources, including people, to best 

benefit the company. 

 

Attributes of Theory X 

·       The average employee inherently dislike work and consider it as a burden. 

·       They must be coerced or threatened with punishment to get the things done. 

·       They like to work with traditional methods and resist change. 

·       They are less ambitious and lack creativity. 

·       They are self-centred and indifferent to organizational objectives. 

·       They work for economic and financial gains. 

Theory X assumes that the primary source of employee motivation is monetary, with the security as 

a strong second. One can take hard or soft approach to get result. 

The hard approach to motivation relies on coercion, implicit threats, micromanagement and tight 

controls. However, it results in hostility, purposely low output and extreme union demands. 

 

Attributes of Theory Y 

·       Employees find that work is as natural as play or rest. 

·       They welcome new techniques and ready to accept changes. 

·       They learn not only to accept, but also seek responsibility. 

·       They are self-motivated and self-controlled. 

·       They are intellectual, imaginative and creative. 

·       They want to maximize their potential. 

Theory Y assumes that there is an opportunity to align personal goals with organizational goals by 

using employees’ own need for fulfillment as the motivator. One can go for hard approach in the 

beginning and then continue with soft approach. 

The soft approach to motivation is to be permissive and seek harmony in the hope that in return, 

employees will cooperate when asked. However, it results in growing desire for greater reward in 

exchange for diminishing work output. 

  

Theory Z 



            

               SURESH & CO. 

 

                             EMERGING THOUGHTS  

 

 

77 

 

 

 

During the 1980s, American business and industry experienced a tsunami of demand for Japanese 

products and imports, particularly in automotive industry. Why were US consumers so obsessed for 

cars, television, stereo, and electronics from Japan? 

 

 

Two reasons: 

·       High quality 

·       Low prices 

The Japanese had discovered something that was giving them competitive edge. Well, the secret to 

their success was not what they were producing but how they were managing their people – Japanese 

employees were engaged, empowered, and highly productive. 

In 1980s another management professor William Ouchi spent a lot of time in Japan studying the 

country’s approach to workplace, teamwork and participative management. The result was Theory 

Z. It appeared in the book he wrote “How American Management can meet the Japanese Challenge”. 

The benefits of Theory Z claimed it would reduce employee turnover, increased commitment, 

improved morale and job satisfaction and drastic increase in productivity. 

  

Attributes of Theory Z 

·       Focuses employees to become generalists rather than specialists. 

·       View job rotation and continual training as means of enhancing employee’s knowledge 

of the company and its processes. 

·       The rationale behind this framework is that it develops a more dedicated, loyal, 

permanent workforce which benefits the company. 

·       This gives employees opportunity to fully develop their careers in one company. 

·       When employees rise to higher level of management, it is expected that they will use 

Theory Z to bring up, train, and develop other employees in the similar fashion. 

  

There are few assumptions that Theory Z makes: 

·       It believes that they seek to build co-operative and intimate working relationships with 

their co-workers. That is they strongly desire affiliation. 

·       The workers expect reciprocity and support from the company. 

·       People want to maintain work-life balance, they value the working environment in 

which things like family, culture and traditions are to be just as important as work itself. 

·       The workers not only have cohesion with fellow workers but they also develop sense of 

order, discipline and moral obligations to work hard. 

·       Finally, they believe that given the right management support, workers can be trusted to 

do their job to their utmost ability and also look after their own as well as others’ well-being. 

Although, Theory Z suffers from certain limitations: 

·       It can be difficult for organizations and employees to make life-time employment 

commitments. 
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·       Participative decision making may not always be feasible or successful due to the nature 

of work or the willingness of the workers. 

·       Slow promotions, group-decision making, life-time employment  may not be a good fit 

with the companies operating in cultural, social, economic environments where work 

practises are not a norm. 

 According to my opinion our office falls under Theory Z. What do you think? 

  

 

 
Sri Ganesh N R 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



            

               SURESH & CO. 

 

                             EMERGING THOUGHTS  

 

 

79 

 

 

 

Update for the day #300 I Thin Capitalisation 

 

THIN CAPITALISATION 

A company is typically financed (or capitalised) through a mixture of debt and equity. ―Thin 

capitalisation refers to the situation in which a company is financed through a relatively high level 

of debt compared to equity. 

WHY IS THIN CAPITALISATION SIGNIFICANT? 

The way a company is capitalised will often have a significant impact on the amount of profit it 

reports for tax purposes. Tax rules around the world usually allow a deduction for interest paid or 

payable to arrive at the tax payable. Higher the level of debt in a company, higher the amount of 

interest it pays and lower will be its taxable profit. 

Multinational groups are often able to structure their financing arrangements to maximize these 

benefits. For example, the arrangements may be structured in a way that allows the interest to be 

received in a jurisdiction that either does not tax the interest income, or which subjects such interest 

income to a low tax rate. 

ILLUSTRATION explaining the significance of thin capitalisation 

 

PARTICULARS SCENARIO 1 SCENARIO 2 

TOTAL CAPITAL 10,00,000 10,00,000 

DEBT COMPONENT 2,00,000 @ 10% 8,00,000 @ 10% 

EQUITY COMPONENT 8,00,000 2,00,000 

EBIT 5,00,000 5,00,000 

TAX PAYABLE 1,44,000 1,26,000 

 

As shown above, the amount of tax payable has decreased by 18,000 due to the presence of 

increased debt. 

In order to curb such shifting of profits, the Government vide Finance Act 2017 inserted a new 

Section 94B in the Act. 
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Associated enterprise as explained in section 92A. PROVISION (LIMITATION OF 

INTEREST DEDUCTION) 

In the aforesaid cases, interest or similar payment shall not be deductible to the extent of 

excess interest. Excess interest means total amount of interest paid/payable over and above 30 

per cent of the earnings before interest, taxes, depreciation and amortization (EBITDA) or the 

amount of interest paid or payable to the Associated Enterprise, whichever is lower. The 

threshold being Rs. 1 Crore. 

 

Such Disallowed interest or similar payments shall be allowed to be carried forward for eight 

assessment years immediately succeeding the AY for which the disallowance was first made. 

 

The debt shall also be deemed to be treated as issued by an Associated Enterprise where it 

provides an implicit or explicit guarantee to the lender or deposits a corresponding and 

matching amount of funds with the lender. 

 

Above Provisions are not applicable to banks and financial institutions. 
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P – (080) 26609560  

 

Compiled by: Aarathi.B, Varsha SV and Kuldeep  

Guided by: Udupi Vikram  

 

D S Vivek      Udupi Vikram  

Managing Partner     Partner  

vivek@sureshandco.com    vikram.u@sureshandco.com  

+91 98453 78991     +91 97387 79117  

 

 

Disclaimer -The information included above is a summary of recent developments and is not 

intended to be advice on any matter. SURESH & CO., expressly disclaims liability to any 

person in respect of anything done in reliance of the contents of these publications. Professional 

advice should be sought before acting on any of the information contained in it. 
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