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Foreword 
We are happy to release the fourth publication series “EMERGING THOUGHTS”. As the 

name suggests, these updates are the emerging and constructive thoughts of article assistants 

(Interns undergoing Chartered Accountancy course). We, at SURESH & CO., have attempted 

to imbibe the habit of reading and updating one’s knowledge library every single morning. 

The organisation has successfully implemented the concept of daily updates. This has been a 

beautiful journey of knowledge without any breaks. Many a times we ourselves have been 

surprised by the new learning opportunities that we got from these daily updates  

 

The main objective of this publication is to enable the article assistants of SURESH & CO., to 

think beyond their capabilities. It also helps the articles to improve their knowledge and climb 

the professional ladder and reach greater achievements. 

 

Every day is a learning day at SURESH & CO., As an organisation, we encourage all the 

budding professionals to share their views and opinions on various technical and non-

technical aspects.  

 

The article assistants have various practical insights which help them understand the 

theoretical aspects in a more efficient way, and they are able to share the same with all of us 

in these series of updates. 

 

The intent behind these updates is imparting the skill of technical analysis and professional 

decision making of any case study/situation. 

 

We at SURESH & CO., wanted to share these gems of infant thoughts as conceived by these 

young minds. It is to be noted that these updates may or may not have been reviewed by any 

senior or a technical expert and thus these should be used only to kindle thoughts in certain 

positive direction. Readers are advised to do further research and analysis on the topics which 

they find interesting. Professional advice should be sought before acting on any of the 

information contained in it. 

A candle loses nothing by lighting another candle. 
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Update for the day #301 | Limits on statutory 
audits and tax audits 
 
Ever wonder on how many audits a member of the ICAI can take up? 
Well let us read and enhance our knowledge on the same. 
 

What does section 141 of Companies act 2013 state? 
Section 141 states the eligibility criteria, qualifications and disqualifications of auditors. 
  
What is section 141(3)(g)? 
  
According to section 141(3)(g) Companies Act 2013 a person who is in full time employment elsewhere 
or a person or a partner of a firm holding appointment as its auditor, if such persons or partner is at the 
date of such appointment or reappointment holding appointment as auditor of more than twenty 
companies shall not be eligible for appointment as an auditor of a company. 
  
Exemptions for the above stated section: 
  
Section 141(g) shall apply to a private company with the modification that the words “other than one 
person companies, dormant companies, small companies and private companies having paid-up share 
capital less than one hundred crore rupees. “shall be inserted after the words twenty companies vide 
Notification No. 464(E) dated 5th June ,2015. 
  
What does all of the above mean in layman terms? 
 
This means an auditor cannot accept audit of more than 20 public companies (whether listed or unlisted) 
and the count of 20 includes private companies having paid-up share capital more than Rupees 100 
crores. 
  
Note: The above limits are for statutory audits only. 
  
Can we conclude that we can accept any number of audits of one person companies, dormant 
companies, small companies and private companies with less than 100 crore paid-up share 
capital? 
  
As per Companies Act 2013 it is allowed but we as Chartered Accountants are guided by ICAI. 
ICAI has issued notification dated 08/05/2001 and as per this notification, a chartered accountant can 
accept maximum of 30 audits including audit of private companies and non-observance of this would 
lead to professional misconduct. Further there are Council Guidelines 2008, and chapter VIII under the 
same says ceiling limit should be 30 including all types of companies. 
  
What is the limit for satisfying both the Companies Act 2013 and ICAI notification? 
  
If we take a combined interpretation, then CA can hold appointment as auditor of 20 companies 
excluding the 4 types of companies specified above and 30 companies including 4 types of companies 
specified. 
  
Do you mean to say a firm/LLP can take up only 30 audits? 
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Limit of a firm will be 20 multiplied by number of partners as per Companies Act 2013 and 30 multiplied 
by number of partners as per ICAI. Look at ICAI as a superset and Companies Act 2013 as a subset to 
understand it clearly. 
  
Let us take another example to get a clarity on other than firm/LLP: 
 
Let us assume CA who cleared his CA Final exams recently and finished his articleship, a member of 
ICAI, wants to practice as a CA. He can now sign only 30 statutory audits and not more than that as he is 
not a partnership firm/LLP. 
  
What is the tax audit limit? 
  
As per Para 6 of Chapter VI of the Council Guidelines No. 1-CA (7)/02/2008 dated 8th August, 2008 as 
contained in Appendix No. (34) to the Chartered Accountants Act, 1949: 
A member of the institute in practice shall not accept, relating to an assessment year, more than 60 tax 
audits. 

Provided that in the case of a firm of Chartered Accountants in practice, the “specified number of tax audit 

assignments” shall be construed as the specified number of tax audit assignments for every partner of the 

firm. 

   
B S RAHUL MURTHY 
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Update for the day #302 | Earnings of 
umpires/referees 
 
 
Most people focus on how much the players of the games earn, but very little emphasis is laid on the 
amount earned by the match officials (Umpires/Referees). 
  
Let us firstly see how much umpires earn in cricket – 
The cricketers are paid so much money but the umpires also are paid a huge amount of money. 
Elite umpires are chosen of former international cricketers who are appointed by ICC to oversee all test 
matches, ODI and T20I matches with the match referee. There are two types of umpires’ elite panel and a 
secondary panel called International panel. 
The elite umpire’s basic salary is different and with more umpire experiencing the match fees of them is 
higher. The newcomer’s minimum salary in the elite panel is $ 35,000 a year plus the ODI fee which are 
more or less the same for everybody. 
The elite umpires who stand between 8-15 ODI matches in a year would be around $ 90,000 to $ 1,00,000 
and could jump further if there is some ICC tournament like 50 over World Cup, 20 World Cup or 
Champions Trophy. 
Elite umpires also are given travel and accommodations allowances free of cost. Hence, besides the match 
fees and salary, they are given up to 1 holiday with family in selected destinations. 
The salary for elite umpires in test matches is $ 3K which means 2 Lakhs. In ODI’s the elite umpires get 
$2.2 K which means 1.5 Lakhs and for T20I matches, the umpires get 70 thousand.  Apart from yearly 
contracts, the umpires are given basic salary plus matches fees and are monitored for their performances. 
Billy Bowden, Nigel Long, Paul Reiffel, Bruce Oxenford, Ian Gould, Kumar Dharamsena, Marais Erasmus, 
Richard Illingworth and Richard Kettleborough were the highest paid umpires in 2018. 
  
Referees’ earnings in football (European football) – 
Premier League referees are salaried so they get paid a regular wage with match fees on top of that. 
Referees in the top-flight of England can earn as much as £70,000 per year. They are paid a basic yearly 
retainer of between £38,500 and £42,000 based on experience, and then are paid £1,150 per match on top 
of that. 
Unlike in England where referees are paid a basic yearly retainer and then paid per-match on top of that, 
the officials in the rest of Europe's top leagues are just paid on a game-by-game basis. 
Games in La Liga provide the highest match rate, with referees paid €6,000 a game - which works out at 
around £5,200. France and Germany's top-flight referees get paid just over half that amount. 

Country Match Fee 

England £1,150 + retainer 

Spain £5,200 

Germany £3,150 

Italy £3,000 

France £2,400 

Portugal £1,000 

  
Champions League referees are divided into tiers depending on their experience, and thus the more senior 
officials are paid over £5,500 per game if they are in the Elite tier. 
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Elite Development referees get £3,800, while the bottom tier ones get £700 per game. 
  
Umpires’ earnings in tennis – 
There are two types of umpires - chair umpires and line umpires. 
The chair (or senior) umpire sits in the tall chair at one end of the net. He calls the score and can overrule 
the line umpires. 
The line umpire sits outside the court looking down all the court lines. It's their job to decide whether the 
ball is in or out. 
There are also referees who work behind the scenes, liaising with players and organising things such as the 
draw and order of play. 
  
A top umpire can expect to earn £50-£60,000 per annum, but it takes a long time to get there. Most earn 
around £30,000. On average a line judge can expect to earn £20,000. 
 
 
Srinivasan Ananthan 
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Update for the day #303 | Factors that shape 
market trends 
  
  
Four factors that shape market trends 
Trends are what allow traders and investors to capture profits. Whether on a short- or long-term time 
frame, in an overall trending market or a range of environment, the flow from one price to another is 
what creates profits and losses. There are four major factors that cause both long-term trends and short-
term fluctuations. These factors are government, international transactions, speculation and 
expectation and supply and demand. 
  
Government 
Government holds much sway over the free markets. The fiscal and monetary policies that governments 
and their central banks put in place have a profound effect on the financial marketplace. By increasing 
and decreasing interest rates, the reserve can effectively slow or attempt to speed up growth within the 
country. This is called monetary policy. If government spending increases or contracts, this is known as 
fiscal policy and can be used to help ease unemployment and/or stabilize prices. By altering interest rates 
and the amount of dollars available on the open market, governments can change how much investment 
flows into and out of the country. 
Example: On the direct side, the U.S government inacted the Sarbanes-Oxley Act in 2002, which 
established stricter securities regulations on publically traded companies. This has led to stricter 
accounting and auditing guidelines, increased corporate responsibility and increased disclosure, with the 
intention of providing more clarity for investors. 
  
International Transactions 
The flow of funds between countries effects the strength of a country's economy and its currency. The 
more money that is leaving a country, the weaker the country's economy and currency. Countries that 
predominantly export, whether physical goods or services, are continually bringing money into their 
countries. This money can then be reinvested and can stimulate the financial markets within those 
countries. 
  
Speculation and Expectation 
Speculation and expectation are integral parts of the financial system. Consumers, investors and 
politicians all hold different views about where they think the economy will go in the future and that 
effects how they act today. Expectation of future action is dependent on current acts and shapes both 
current and future trends. Sentiment indicators are commonly used to gauge how certain groups are 
feeling about the current economy. Analysis of these indicators as well as other forms of fundamental and 
technical analysis can create a bias or expectation of future price rates and trend direction. 
  
Supply and Demand 
Supply and demand for products, services, currencies and other investments creates a push-pull dynamic 
in prices. Prices and rates change as supply or demand changes. If something is in demand and supply 
begins to shrink, prices will rise. If supply increases beyond current demand, prices will fall. If supply is 
relatively stable, prices can fluctuate higher and lower as demand increases or decreases. 
Example: Suppose a luxury car company sets the price of its new car model at Rs.20,00,000. While the 
initial demand may be high, due to the company hyping and creating buzz for the car, most consumers 
are not willing to spend 20,00,000 for an auto. As a result, the sales of the new model quickly fall, creating 
an oversupply and driving down demand for the car. In response, the company reduces the price of the 
car to 15,00,000 to balance the supply and the demand for the car to ultimately reach an equilibrium price. 
  



            

               SURESH & CO.   

 

                            EMERGING THOUGHTS  

 

8 

These factors can cause both short- and long-term fluctuations in the market, but it is also important to 
understand how all these elements come together to create trends. While all of these major factors are 
categorically different, they are closely linked to one another. Government mandates can effect 
international transactions, which play a role in speculation and changes in supply and demand can play a 
role in each of these other factors. 
 

Rishabh Jain 
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Update for the day #304 | Procrastinate on Purpose 
 
  
“How is it that we have more tips, tricks, tools, technology, calendars and checklists than ever before, and 
yet we still always seem to be behind? 
It’s because everything you know about time management is wrong. 
Most of us manage our time the same ways: by writing to-do lists and prioritizing the items on those lists. 
We decide upon our priorities by assessing the relative urgency and importance of our tasks, i.e., 2-
dimensional thinking.  
 

 
 
But there is one massive limitation to prioritizing the task, and that is: 
Prioritizing doesn’t create more time; all prioritizing does is take item no. 7 in to do list, and bumps it 
to no 1, which is valuable in and of itself, and doesn’t do anything inherently to create more time, and 
does nothing to help us to accomplish the other items in our to-do list. 
  
Prioritizing is all about borrowing time. Borrowing time from one activity to spend on another, it’s kind 
of juggling, and that is the way we even talk about time. “I’m juggling a lot or I’m trying to balance a lot”. 
  
We cannot solve today’s time management problems, with yesterday’s time management thinking. 
There’s a group of people called “time multipliers”. They use 3-dimensional thinking. While most of the 
people make a decision based on Urgency and Importance, time multipliers are making a third calculation 
which is based on Significance. 

         Urgency: How soon does something matter 
         Importance: How much does it matter? 
         Significance: How long does it matter? 

  
Rather than asking “What’s the most important thing I can do today?”, time multipliers ask, “What’s the 
most important thing I can do today that would make tomorrow better?” 
  
In other words, by thinking about how we use our time today, we can free up our hours in the future. 
One example of how this works: setting up an online bill payment. Perhaps you’ve put off doing it 
because you think, “I just don’t have two hours to go through all my services and accounts, find their 
websites or apps, and input my bank information.” 
  
However, “A multiplier realizes that if I can save 30 minutes a month from paying my bills by setting up 
online bill pay, it makes sense to invest those two hours because, after just four months’ time, I will have 
broken even on that investment.” Sounds good, right?   
  
The 4 questions that time multipliers ask of the items on their to-do lists in order to free up their 
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hours in the future: 

 
  

                                              
  
  
Question #1: Can I eliminate this task? 
  
There’s a simple truth: “Anything that we say no to today creates more time for us tomorrow”. When we 

do say yes to unnecessary duties, we’re usually acting out of guilt — we’re worried about disappointing 
other people. 

  
It’s futile to go through life trying to never say ‘no’. What you have to realize is that you are always saying 
‘no’ to something because anytime you say ‘yes’ to one thing, you are simultaneously saying ‘no’ to an 
infinite number of others. 
  
Question #2: If I can’t eliminate this task, can I automate it? 
  
Online bill paying is one example. But what other obligations could you deal with today so they’re already 
done tomorrow? For instance, are there items you purchase on a regular basis — pet food, groceries, 
prescriptions — and could you have them automatically sent to you? Or, are there semi-annual 
appointments you have — such as getting your teeth cleaned or your hair cut — that you might book in 
one swoop instead of having to call and schedule them one by one? 
  
And if you’re deterred by the initial time investment or learning curve that this entails, just think about 
your past year and calculate how many hours you spent, say, buying pet food. 
  
Question #3: Can it be delegated, or can I teach someone else how to do this? 
  
While many of us are fine with offloading the personal tasks that we’re not so crazy about — whether it’s 
shoveling snow or caulking the bathtub — we can find ourselves more resistant about delegating duties at 
work. 
You say, ‘Well, they just can’t do it as well as I can. And that may be true once or twice but … if you 
think longer-term, you realize they’ll be able to master the task just like you did. 
  
Question #4: Should I do this task now, or can I do it later? 
  
This strategy is called “Procrastinate on Purpose.” However, this isn’t procrastination as we typically 
think about it — you know, endlessly delaying an activity and feeling lousy about it. Instead, 
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procrastinating on purpose is about consciously deciding that we will do a certain thing later, not just 
letting it fall between the cracks. 
  
There’s a difference in waiting to do something that we know we should be doing … versus waiting to do 
something because we’re deciding that now is not the right time. 
  
When you procrastinate on purpose, you’ll eventually decide whether to eliminate, automate or delegate 
the task, or you may find that it’s risen in significance, importance or urgency, compelling you to do it. 
  
The above update is a summary of TEDx Talks by Rory Vaden on How to Multiply your time.  
 
Bashar Hamdi 
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Update for the day #305 | Anti-profiteering in GST 
 

What is anti-profiteering ? 

The term “profiteering” means making unreasonably high profits in the course of ordinary trade or 

business.In its efforts to prevent profiteering and ensure the proper levy of GST in India, the government 

has incorporated an anti-profiteering clause 

Government Wants Traders To Give Back ITC Benefits To Common People 

Under GST regime, the traders and businesses are reverting back with input tax credit in their respective 

account and this is how cascading effects go away from our indirect tax system. So it is the responsibility 

of traders and businesses to share their profit earned from ITC with common people in terms of reduced 

prices but traders are taking advantage of it and not letting avail the benefit of GST to consumers. 

Sushil Modi, Deputy Chief Minister of Bihar, said that it is expected from the businesses to reduce the 

prices of goods accordingly and share the ITC benefits with the common people. If the trader is 

doing profiteering and the benefit is not reaching to the common man, then the anti-

profiteering organization will take strict action to reduce this type of activities. The state government has 

organized a state level investigation agency, where anybody can file the complaints. After investigating the 

complaint at the state level, the organization will inform to the national level anti-profiteering organization, 

and traders and companies involved in this matter will be prosecuted. 

Government Provisional Order for Anti-Profiteering 

The government has been continuously under pressure to increase vigilance over the MRP under GST 

across the nation. The GST council has earlier set up Anti Profiteering committee to check the tax evasion 

and any price related difference before and after GST from a particular product or a list of products. Under 

the GST, it was pre-decided that all the cost input saved after the returns of ITC benefit must be passed 

onto consumers in the form of a price decrease. If in case, the manufacturer of trader is not obedient to 

the rules, then the National Anti Profiteering Authority can order for certain rules and provision nationwide 

i.e. 

 Price Decrease announcement 

 Benefit with 18 percent interest 

 Penalty 

 Licence cancellation of faulty manufacturer 

The consumer can file his complaint to the committee and if the nature and effect of the complaint are 
nationwide than the Standing committee must be contacted while if in case the nature and effect of the 
complaint are on the regional level than the State screening committee will take a decision on the concerned 
matter. 

For instance : GST Rate to be provided Maharashtra, 
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The crux of the anti-profiteering rules is-   

i) If there is reduction in rate of tax on the supply of goods or services or 

Benefit of input tax credit is now available under GST 

Case law, 

  

2018 (10) TMI 510 - NATIONAL ANTI-PROFITEERING AUTHORITY 
  

SHRI ANKUR JAIN, DIRECTOR GENERAL ANTI-PROFITEERING, CENTRAL BOARD OF 
INDIRECT TAXES & CUSTOMS, VERSUS M/S. KUNJ LUB MARKETING PVT. LTD., 

  

Profiteering - Benefit of reduction in the rate of tax - Maggi - reduction of rate of tax from 18% to 12% - 
increase in the base price of the product - benefit of the reduction of GST rate not passed, as base price 
increased - violation of the provisions of Section 171 of the CGST Act, 2017 - quantum of profiteering.  
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> Then a registered person must pass on the benefit by reduction in prices 

 

The Authority : 

The Authority shall consist of- 

(a) A Chairman 

(b) 4 Technical Members (Commissioners of State/Central tax) 

The Authority will determine the method and procedure for determining whether the reduction in rate or 

the benefit of input tax credit has been passed on by the seller to the buyer by reducing the prices. 

Duties of the Authority– 

1. Determine whether the reduction in tax rate or the benefit of input tax credit has been passed on 

by the seller to the buyer by reducing the prices. 

2. Identify the taxpayer who has not passed on the benefit 

3. The Authority will exist for 2 years from the date on which the Chairman enters upon his office 

unless the Council recommends otherwise. 

Constitution of the Standing Committee and Screening Committees 

1. The Council will constitute a Standing Committee and a state level Screening Committee on Anti-

profiteering, 

2. Standing Committee will comprise of officers of the State and Central Government as nominated 

by it. 

3. The State level Screening Committee will be established in each State. It will consist of- 

 1 officer of the State Government, nominated by the Commissioner and 

 1 officer of the Central Government nominated by the Chief Commissioner. 

Process : 

Contravention of the provisions of Section 171 (1) of the CGST Act, 2017 - Held that:- The Respondent had 
denied benefit of the reduction in GST rate to the consumers in contravention of the provisions of Section 
171 (1) of the CGST Act, 2017 and has thus realized more price from them than he was entitled to collect and 
had also compelled them to pay more GST than that they were required to pay by issuing incorrect tax invoices 
and hence he has committed offence under section 122 (1) (i) of the CGST Act, 2017 and therefore, he is liable 
for imposition of penalty.  
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National Anti profiteering Authority (Website) : http://www.naa.gov.in/index.php 

 
Adithya CV 
 

 
 
 
  

http://www.naa.gov.in/index.php
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Update for the day #306 | Section 112A 
 

 
Before amendment of Section 112A: 
Section 10(38) of the Act provided for exemption in respect of gains arising from the transfer of a long-

term capital asset, being an equity share in a company or a unit of an equity-oriented fund or a unit of a 
business trust where the transaction is subject to Securities Transaction Tax (STT). Vide Finance Act, 2018 

the exemption under section 10(38) of the Act was withdrawn and a new section 112A was introduced to 
charge tax on the previously exempted long-term capital gains. 

Taxation of Long-term capital gains under Section 112A: 

Applicability: 
1.       Section 112A shall be applicable from 1st April 2018 (i.e. A.Y. 2019-2020), 
2.      Notwithstanding anything contained in section 112, the tax payable by an assessee on his 

total income shall be determined in accordance with this section, if: 
a)       the capital gains arise from the transfer of a long-term capital asset (i.e. period of holding 

- more than 365 days) being an equity share in a company or a unit of an equity-oriented 
fund or a unit of a business trust and 

b)      securities transaction tax under Chapter VII of the Finance (No. 2) Act 2004 has, 

i)        in a case where the long-term capital asset is in the nature of an equity share in a 

company, been paid on acquisition and transfer of such capital asset; or 

ii)      in a case where the long-term capital asset is in the nature of a unit of an equity-oriented 

fund or a unit of a business trust, been paid on transfer of such capital asset. 

However, in some transactions of acquisition of equity shares, STT could not have been paid at the time 

of acquisition. In order to give the benefits of section 112A to such genuine cases, power is vested in the 

Central Government to notify such exceptional cases of acquisitions. ( Notification No. 60/2018 dated 

01/10/2018). One such case is acquisition under employees stock option scheme or employee stock 

purchase scheme framed under the SEBI Guidelines, 1999. 
 

Note: The condition specified in point no.2(b) above shall not apply to a transfer undertaken on a 

recognized stock exchange located in any International Financial Services Centre and where the 

consideration for such transfer is received or receivable in foreign currency. 

 

Income tax rate: 

The tax payable by the assessee on such long-term capital gains exceeding one lakh rupees shall be at 

the rate of ten percent without any indexation benefits. 

 

Note: Where the gross total income of an assessee includes any long-term capital gains levied effecting 

provisions of section 112A, 

         deduction under Chapter VI-A shall be allowed from the gross total income as reduced by 

such capital gains. 

         the rebate under section 87A shall be allowed from the income-tax on the total income as 

reduced by tax payable on such capital gains. 

 

 

 

Cost of acquisition: 
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Under Sec. 55(2) (ac), the cost of acquisition for the purposes of computing capital gains in respect of the 

long-term capital asset acquired by the assessee before 1st February 2018 shall be deemed to be higher of- 

(i) the actual cost of acquisition of such asset; and 

(ii) lower of 

         the fair market value of such asset and 

         the full value of consideration received or accruing as a result of the transfer of the capital 

asset. 

 

Note: Long term capital gains on transfer of bonus and rights shares acquired on or before 31/01/18 will 

be arrived at by considering the fair market value of such shares on 31/01/18 as the cost of acquisition. 

For the purpose of this section, “fair market value” means: 
 

1)      For capital assets listed on recognized stock exchange as on 31st January 2018, it shall be 
         the highest price of the capital asset quoted on 31st January 2018. 

         in case if there is no trading of the capital asset on 31st January 2018, FMV will be the 
highest price of the capital asset quoted on date immediately preceding 31st January 2018 when the 
asset was last traded. 

  
2)      In a case where the capital asset is a unit which is not listed on a recognized stock exchange 

as on the 31st January 2018, the net asset value of such unit as on the said date; 
  
3)      In a case where the capital asset is an equity share in a company which is 

         not listed on a recognized stock exchange as on the 31st January 2018 but listed on such 
exchange on the date of transfer; 

         listed on a recognized stock exchange on the date of transfer and which became the property 
of the assessee in consideration of share which is not listed on such exchange as on the 31stJanuary, 

2018 by way of transaction not regarded as transfer under section 47,  
an amount which bears to the cost of acquisition the same proportion as Cost Inflation Index for 
the financial year 2017-18 bears to the Cost Inflation Index for the first year in which the asset was 

held by the assessee or for the year beginning on the first day of April 2001, whichever is later. 

 

 

Illustrations: 
 
 
1.       Mr. D purchased 100 equity shares of Reliance Industries Ltd., on 03/03/18 for Rs.76,800 
and the same is sold on 26/03/19 for Rs. 92,000. 
 
Ans: Since it is purchased after 01/02/18, Sec. 55(2)(ac) shall not apply and the COA is Rs.76,800 

and Capital gain = Rs. 15,200 (Rs. 92,000 – Rs. 76,800) 
 
 
2.       Mr. X bought equity shares on 15/12/16 for Rs. 10,000. FMV of the shares was Rs. 12,000 
as on 31/01/18. He sold the shares on 10/05/18 for Rs. 15,000. 
 
Ans: COA will be higher of: 

 Original COA i.e. Rs. 10,000, and   

 Lower of: 
o FMV on 31.1.18 i.e. Rs. 12,000, and 
o Sale Price i.e. Rs. 15,000 
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            Hence, COA = Higher of (Rs. 10,000 or Rs. 12,000) = Rs. 12,000 
            And Capital gain = Rs. 3,000 (Rs.15,000 – Rs. 12,000) 

 
 
3.       Mr. Y bought equity shares on 23/10/16 for Rs. 14,500. FMV of the shares was Rs. 18,000 
as on 31/01/18. He sold the shares on 18/05/18 for Rs. 7,000.  
 
Ans: COA will be higher of: 

 Original COA i.e. Rs. 14,500, and   

 Lower of: 
o FMV on 31.1.18 i.e. Rs. 18,000, and 
o Sale Price i.e. Rs. 7,000 

            Hence, COA = Higher of (Rs. 14,500 or Rs. 7,000) = Rs. 14,500 
            And Capital loss = Rs. 7,500 (Rs.7,000 – Rs. 14,500) 

 
 
4.     The assessee purchased shares of XYZ Pvt. Ltd. on 29/11/2015 for Rs.7,98,000. Subsequently 
the company converted itself into a public limited company on 19/2/2018 and got listed in the 
stock exchange on 20/4/2018. The assessee sold the shares on 14/1/2019 for Rs.14,63,540. 
 
Ans: Since Pvt .Ltd companies are unlisted, STT wouldn’t have been suffered while purchase. So, 
section 112A will not be applicable and it will be taxable as per Section 112. 
Here, Cost of purchase = Rs. 7,98,000 
Applying Indexation, = 7,98,000 *280/254 
COA = Rs. 8,79,685 
Where CII for F.Y. 18-19 is 280 and CII for F.Y. 15-16 is 254. 
And Capital gain = Rs. 5,83,855 (Rs. 14,63,540 - Rs. 8,79,685) which is taxable at 20% 
In the above example, if STT had been paid at the time of listing of that public limited company 
in the stock exchange, then section 112A will be applicable. 
 
 
5.       Mr. A purchased shares from ABC Ltd. which is a listed company under ESOP (on which 
STT is not suffered ) for Rs. 5,85,000 on 04/09/17. The FMV for these shares as on 31/01/18 
were Rs. 6,45,000. The same were sold on 26/03/19 for Rs. 6,17,000. 
 
Ans: Based on the Notification No. 60/2018, Section 112A will be applicable 
And COA will be higher of: 

 Original COA i.e. Rs. 5,85,000, and   

 Lower of: 
o FMV on 31.1.18 i.e. Rs. 6,45,000 and 
o Sale Price i.e. Rs. 6,17,000 
Hence, COA = Higher of (Rs. 5,85,000 and Rs. 6,17,000) = Rs. 6,17,000 
And capital gain = Nil (Rs.6,17,000 – Rs. 6,17,000) 

6.       Mr. C purchased shares from XYZ Ltd. which is a listed company for Rs. 2,50,000 on 
31/05/14. The company got delisted on 30/6/17. The company got Relisted on 31/04/18. So the 
FMV as on 31.01.18 is not available. The same shares are sold on 30/1/19 for Rs. 4,45,000. 
  
 
Ans: In this case 112A will be applicable 
By applying point no.3 under Fair market value, 
  
COA = Rs. 2,50,000*272/240 
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         = Rs. 2,83,333. 
Where CII for F.Y. 14 – 15 is 240 and CII for F.Y. 17 – 18 is 272. 
  
And Capital gain = Rs. 1,61,667 (Rs. 4,45,000 – Rs. 2,83,333). 
  

            Tax payable will be 10% on Rs. 61,667 (Rs. 1,61,667 – Rs. 1,00,000 exemption under section  
 
 
112A).    PFA Notification No. 60/2018 dated 01/10/2018 below: 

Notification to 

112A.pdf
 

--  
Dhaarani M V 
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Update for the day #307 | Form INC 22A – 
ACTIVE 
 
 FORM INC-22A (E-ACTIVE) Active Company Tagging Identities and Verification. 
MCA came with a notification dated 21st February, 2019 under which Every company incorporated on or 
before 31st December, 2017 is required to file form INC-22A as per Rule 25A of Companies 
(Incorporation) Amendment Rules, 2019. The motive behind this notification of MCA is to track the shell 
company which only exists on paper. 
Q.1. Which company is required to file the Form INC-22A ACTIVE? 
A. Every company incorporated on or before 31st December, 2017 shall file form INC-22A about the 
particulars of the company like details of registered office, Directors, KMP, Statutory Auditors, Cost 
Auditors, Annual Filing status. 
  
Q.2. What is the due date for filing the Form INC-22A? 
A. Every company is required to file form INC-22A (ACTIVE) on or before 25thApril, 2019. 
  
Q.3. Which companies are not required to file this form INC-22A (Excluded companies)? 
A.  * Struck off companies 
      * Under process of striking off companies 
      * Under Amalgamation companies 
      * Under Liquidation companies 
      * Dissolved companies 
  
Q.4. What are the consequences of non-filing of Form INC-22A? 
A. Following are the consequences of non-filing of Form INC-22A: – 
- Filing fees will be 10,000/- after 25th April, 2019 
- Status of the company will be marked as (Active-Non-compliant) on the master data on MCA Portal from 
the date 26th April, 2019. 
- Company will not be able to file the following forms: 
  *SH-7 (Changes in Authorised share capital) 
  *PAS-3 (Change in paid-up capital) 
  *DIR-12 (Change in director except for resignation purpose) 
  *INC-22 (Change in registered office) 
  *INC-28 (in case of amalgamation/demerger) 
  
Q.5. What are the statutory fees for filing of Form INC-22A? 
A. There are no statutory fees for filing of Form INC-22A, if filed on or before 25th April, 2019. 
  
Q.6. What is the amount of late filing fees company need to file if form not filed within the time 
line i.e., 25.04.2019? 
A. Company is required to pay a fee of Rs. 10,000/- for filing the form INC-22A. 
  
Q.7. What are the documents required to be attached in the Form INC-22A?              
A. i. Photograph of the inside office showing therein at least one director/KMP and the same director will 
affix its DSC on the form. 
ii. Photograph of the external building of registered office with a Director present showing company name, 
registered address and GST Number on the board in local as well as English language. 
  
Q.8. What is the information required to be given in Form INC-22A? 
A. -CIN of the company 
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- Name of the company 
- Registered office of the company 
- Latitude and longitude of the registered office 
- Active email Id for OTP Verification 
- Whether the company is listed or not (SRN of MGT-14 if the number of directors exceeds 15) 
- Number of directors and DIN 
- Details of statutory Auditor (Name/PAN/Membership/FRN/period of appointment) 
- Details of Cost Auditor, if applicable (Name/PAN/Membership/FRN/period of appointment) 
- Details of MD/CEO/Manager or WTD 
- Details of Company Secretary 
- Details of CFO 
- SRN of AOC-4 and MGT-7 for 2017-18 
  
Q.9. How to get latitude and longitude in the form? 
A. One can go on this link, https://www.latlong.net/put the location of the registered office of the 
company. You will get longitude and latitude of the registered office. 
  
Q.10. Whose Digital Signature Certificate will be affixed on the form INC-22A? 
A. Form INC-22A is required to be digitally signed by one director and one KMP or two directors in case 
of other than OPC. The form also needs to be certified by a practicing professional. 
  
Q.11. How one can change the status of company from “Active-Non-compliant” to Active on MCA 
master data after 26th April, 2019? 
A. Company is required to file the form INC-22A on MCA portal and required to pay 10,000/- fees. Upon 
making payment of the form, status of the company will change to “Active compliant”. 
  
Q.12. In which case company will be unable to file form INC-22A? 
A. Following are the situation in which company will be unable to file the form INC-22A:- 
i. If DIN of the director is de-activated due to non-filing of DIR-3 KYC. 
ii. If Director is disqualified under Section 167. 
iii. Annual filing for the financial year 2017-18 is not done. 
iv. Company has not appointed CS if paid up capital is 5 cr. Or more 
v. If KMP not appointed as per the requirement of the company 
vi. If auditor not appointed as per requirement 

  
--  
Nandan M N 
 

 
 
 
  

https://www.latlong.net/
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Update for the day #308 | Taxation of Political 
parties 
 
 
The Lok Sabha Elections are on the way. This may sound a trending topic these days to discuss the various 
sources of income and relative taxation of such income of political parties. It is interesting to get to know 
what all income tax benefits do these political parties enjoy and what all conditions they need to full fill for 
same. 
Definition of Political parties 
In India political parties are governed by Representation of the People Act, 1951. 
Section 29A of the Representation of the People Act, 1951 defines as to what constitutes a political party - 

  It must consist only of Indian citizens 
  It must call itself a political party set up for the purpose of contesting elections to the 

Parliament and State Legislatures and for no other purpose. 
  It must have at least 100 registered electors as its members. 
  An application for registration (along with all supporting documents) is to be submitted to 

the Secretary of the Election Commission of India in the prescribed. 
Sources of Income of Political parties 

1.       Donations - It is the major source of income of political parties. Donations may come 
from various means like: 

  Cash 
  Bank or 
  Electoral bonds (explained below) 

2.       Income from House Property - Including rent earned from various properties owned by 
such parties. 
3.       Income from Capital Gains - Including short term and long term gain earned on sale of 
various properties owned by political parties. 
4.       Income from other sources - Including other income earned by such parties say interest 
income etc. 

An important point to note here is that political parties are barred from taking any activity of commercial 
nature and thereby earning profits. Therefore, political parties cannot have business income. 
In some cases, it may happen that political parties have to engage in some venture which may or may not 
result in profit, but these activities are ancillary to main work of political parties and thus it is not considered 
as business income, and instead forms part of income from other sources. 
Example to above point may be of a canteen opened in the office of political parties, where food is served 
to members of such party. Income from such service (if paid) is considered as income from other source 
and not as business income. 
What are Electoral Bonds? 

         Electoral bond is a bearer instrument like a Promissory Note. It is similar to a bank note 
that is payable to the bearer on demand and free of interest. It can be purchased by any citizen of 
India or a body incorporated in India. 

         The bonds are issued in multiples of Rs. 1,000, Rs. 10,000, Rs. 1 lakh, Rs. 10 lakh and Rs. 
1 crore and are available at specified branches of State Bank of India. They can be bought by the 
donor with a KYC-compliant account. Donors can donate the bonds to their party of choice which 
can then be cashed in via the party's verified account within 15 days. 

Income Tax Exemption available to Political parties 
Section 13A of The Income Tax Act, 1961 provides 100% exemption from paying taxes to political parties 
for following incomes - 

1.       Income from house property 
2.       Income from other sources 
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3.       Income from Capital gains 
4.       Any income by way of voluntary contributions 

Conditions for Availing Income tax exemption 
Section 13A of the Income Tax Act, 1961 states that following conditions need to be satisfied to claim 
exemption under the act - 

1.       Such political party keeps and maintains such books of account and other documents as 
would enable the Assessing Officer to properly deduce its income therefrom; 
2.       For each contribution above Rs. 20,000 made other than by way of Electoral bonds, the 
political party 

  has to keep and maintain record of each such contribution and 
  the name and address of the donor of such contribution. 

3.       The accounts of such political party have to be audited by a Chartered Accountant holding 
certificate of practice and satisfying conditions specified under Section 288(2) of the act. 
4.       Such political party has not received any donation exceeding Rs. 2000 except by way of - 

  Account payee cheque 
  Account payee bank draft 
  Electronic Clearing System 
  Electoral Bond 

Return of Income of Political Parties 
As per Section 139(4B) of the Income Tax Act, 1961, Political parties have to file their return of income in 
ITR-7 if the total income in respect of which the political party is assessable (without giving effect to the 
provisions of section 13A) exceeds the maximum amount which is not chargeable to income-tax. 
The section puts responsibility of filing of return of income on the Chief Executive officer or Secretary or 
any other designation. 
 
Afza Lazeeb 
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Update for the day #309| Dream 11 
 

"The future belongs to those who believe in the beauty of their dreams." 

Let us see a journey of 2 people who believed in their dreams and made it into reality. 

To know the journey, let us start from the starting- 

                                                       DREAM11 
1. The Dream phase. 
 
The idea to launch Dream11 first took shape in 2008, when IPL was launched. At the time, Harsh, who 
was already familiar with the thrill of playing EPL fantasy football since 2001, began looking for a similar 
platform to play online fantasy cricket in India. He was shocked to learn that fantasy cricket did not exist 
in a country like India, where cricket is a religion and ardently followed by millions of Indians. 
Determined to solve this problem, Harsh, who is an alumnus of the University of Pennsylvania and 
Columbia Business School, asked his friends if they wanted to join him in this quest. This eventually led 
to him co-founding Dream11 in 2009 with Bhavit, an alumnus of Bentley University and Harvard 
University. 
 
2. The Development phase. 
 
The duo first started experimenting with various formats on Dream11 and pivoted multiple times over 
the span of three years, before finally finding a product-market fit with freemium single-match fantasy 
sports in 2012. Over the years, Dream11 has evolved into India's biggest sports gaming platform, offering 
multiple sports – fantasy cricket, football, kabaddi, and basketball – to its four crores strong user base of 
Indian sports fans. Today, the company, which is yet to turn profitable, commands a large revenue base 
of close to Rs 100 crore (not disclosed yet in 2018); in FY 2017, it ended the year with Rs 62 crore. 
 
3. The Turbulence phase. 
 
In a petition, filed by petitioner Varun Gumber, said that he had lost a sum of Rs 50,000 which he had 
deposited on the Dream11 platform after playing a couple of games on the site. The loss prompted him 
to petition the court to order an investigation into Dream 11 under the Public Gambling Act, 1867 for 
promoting gambling. The court rejected the petition, ruling that Dream11 was a game of skill and that the 
company operating Dream11 had been paying service tax and income tax and is duly registered as an 
incorporated entity with the registrar of companies, and that none of these authorities have found 
anything amiss in its business model. 
 
The High Court held that ‘the element of skill' had a predominant influence on the outcome of the 
Dream11 game, which follows the following format: 
Participants have to choose a team consisting of at least the same number of players as playing in a real-
life sports team (eg - five in basketball, seven in kabaddi, and 11 in cricket/football). All contests are run 
for at least the duration of one full sports match 
No team changes are allowed by participants after the start of the sports match. 
 
The clarity that the HC ruling afforded was, in reality, central to Dream11's success. For instance, the 
number of operators in fantasy sports surged to 70 from around 5-10 earlier in the last two years. 
 
4. The Reality phase. 
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The company's business model is based on a single-match freemium model of daily fantasy sports on the 
Dream11 platform. Once on the platform, users can play in practice contests that are free to join or in 
cash contests that require users to pay an entry or platform fee. However, 90 percent of Dream11's users 
play in free contests but the company does not monetize this user base through ads as its focus is on 
providing a great user experience. The company makes money by earning a small percentage of the bets 
made, just as a dealer does in a poker game. Today, Dream11 commands 90 percent market share in the 
fantasy sports league in India. Others in the industry include FanFight, DailyFantasy Cricket, and 
CricWin, all of whom have raised Series A funding of less than $4 million. The latest fund-raising led by 
the Chinese investor helped take Dream11's valuation to $700 million-$800 million. 
 
Suhas. N 
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Update for the day #310 | GST Annual return and 
GST audit (GSTR-9 and GSTR-9C) 
 
 
"I Like the Religion that teaches liberty, equality and fraternity - BR Ambedkar". 
  
We all shall remember ‘Babasaheb’ BR Ambedkar on his Jayanthi, 
India is grateful to him, he was the architect of our Indian constitution, he fought against the 
untouchability, caste discrimination and many more. 
  
Today’s Update is on FAQ’s related to GSTR-9 and GSTR-9C 

  
Annual Return (GSTR-9): 

  
What is Annual Return (GSTR-9)? 
GSTR-9 is the return filed by all the registered persons under GST every year, it contains all the details 
regarding the Outward Supplies made, Tax Paid, Inward Supplies Received, Input Claimed during the 
Financial Year. 
Key Points of GSTR-9: 

1)      If there is any liability found in annual return, they can report the liability in GSTR-9 and 
pay the additional liability through DRC-03. 
2)      Once Filed GSTR-9, cannot be amended. 
3)      GSTR-9 is based on GSTIN Based not PAN-based, so if an entity has 3 Different GSTIN 
then it has to file three GSTR-9’s. 
4)      Due Date for Filing the GSTR-9 is 30th June 2019 

  
FAQ’s on GSTR-9: 

1)      Which Annual return is to be filed by a taxable person if he was earlier registered as 
composition taxpayer but later, he switched over from composition scheme and his 
status as on 31st March 2018 is a regular taxpayer? 

Ans. In such case, he shall be required to file GSTR-9A for the period he was registered as 
composition taxpayer and for the remaining financial year, he shall be required to file GSTR-9. 
Hence, he shall be required to file both the Annual Return GSTR-9A and GSTR-9. 
  

2)     Whether a Taxpayer shall be required to file GSTR-9 even though his registration 
has been cancelled before 31st March 2018? Whether answer remains the same if his 
application for cancellation was pending as on 31st March 2018? 

Ans. As per Legal provision of Section 44(1) of CGST Act, every registered person shall be required 
to file GSTR-9. Hence, even if the status of the taxpayer is not registered as on 31st March 2018 but 
he was registered between July-17 to March-18, he shall be required to file GSTR-9 providing details 
for the period during which he was registered. 
  

3)     Whether Taxpayer shall be required to file GSTR-9 even though he was having Nil 
Turnover during the year 2017-18? 

Ans. Yes, every registered person is required to file GSTR-9 irrespective of Turnover. However, 
facility to file GSTR-9 on single click may be provided in such case. 
  

4)     Whether transactions for the period April-17 to June-17 are also to be included in 
GSTR-9 for FY 2017-18? 



            

               SURESH & CO. 

 

                            EMERGING THOUGHTS  

 

27 

Ans. No, instructions forming part of GSTR-9 which was notified by Notification No. 39/2018 
dated 04th September 2018, clearly mentions that only details for the period July 2017 to March 2018 
are to be provided in GSTR-9. 

5)     If a Taxpayer has obtained more than one GST Registration even though he has a 
single PAN, then whether GSTR-9 is to be filed at Entity level or GSTIN wise? 

Ans. As per Legal provision of Section 44(1) of CGST Act, every registered person shall be required 
to file GSTR-9. Hence, if a Taxpayer has obtained multiple GST Registrations whether in one state or 
more than one state, it shall be treated as a distinct person in respect of each such registration as per 
section 25(4) of CGST Act. Hence, GSTR-9 is required to be filed separately for each such GSTIN. 
  

6)     Where to report stock transfer made to another branch situated in another state if 
both are registered? 

Ans. Since both branches are registered persons for a particular state, these transactions are to be 
reported in supplies made to registered person (B2B) Table 4B. 
  

7)     GSTR-3B doesn’t require ITC to be bifurcated into Input, Input service and capital 
goods whereas Input tax credit details as per Table-6 requires such break up. How to 
report the same? 

Ans. Basically, GSTR-9 is prepared based on earlier process of filling GSTR-1, GSTR-2 and GSTR-
3. In GSTR-2, there was a requirement to bifurcate ITC into Input, Input service and capital goods. 
However, as GSTR-2 was not required to be filed till now, one will have to carry out an additional 
exercise to identify the category of ITC into Input, Input service and capital goods from books of 
account. 
  

Audit Under GST(GSTR-9C): 
  
GSTR-9C is a statement of reconciliation between:- 

 The Annual returns in GSTR-9 filed for an FY, first being 2017-18 and 

 The figures as per Audited Annual Financial statements of the taxpayer. 
      It will consist of gross and taxable turnover as per the Books reconciled with the respective 

figures as per the consolidation of all the GST returns for an FY. Hence, any differences arising from 
this reconciliation exercise will be reported here along with the reasons for the same. 

  
GSTR-9C shall be filed by every registered person whose turnover exceeds 2Crs During the Financial 
Year. 
  
FAQ’s on GSTR-9C: 
  

1)      Should the supply of alcohol for human consumption be included in determining 
the threshold limit of Rs. 2 crores by a person registered under GST? 

Ans. The definition of aggregate turnover includes exempt turnover. Exempt turnover is defined 
under CGST Act to mean the supply of any goods or services or both which attracts nil rate of tax or 
which may be wholly exempt from tax under section 11, or under section 6 of the Integrated Goods 
and Services Tax Act and includes non-taxable supply. Alcohol for human Consumption falls 
under the definition of non-taxable supplies and it becomes a part of exempt supplies. 
Therefore, it becomes a part of the aggregate turnover. 
  

2)     What are the documents to be enclosed along with FORM GSTR9C? 
Ans. The Documents to enclosed along with the GSTR-9C are GSTR-9(Annual Return) and Audited 
Annual Financial Statements. 
   

3)     What are the implications upon issuance of financial credit notes? 
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Ans. Financial credit notes would not adjust the amount of GST involved in the original tax invoice 
issued at the time of supply of goods and/ or services. Accordingly, the transaction value of the 
supply of goods and/ or services shall stand reduced although tax paid thereon remains the same. 
This may result in a higher amount of GST being paid considering the adjusted value of the original 
supply. Since the value of financial credit notes is to be reduced from the financial statements and not 
the GST Annual return, it is required to be adjusted in Sl. No. 5J of FORM GSTR-9C. 
  
      4) Is there any reconciliation required in FORM GSTR-9C in case of sale of capital 
goods? 
Ans. In respect of the sale of capital goods, only the profit/ loss arising on the sale of such capital 
goods is disclosed in the Profit and Loss account. Whereas, the GST on supply of capital goods is 
leviable on the transaction value or input tax credit is reversed as per the formula prescribed in 
section 18(6) of the CGST Act. In order to reconcile the difference, the profit/ loss arising on sale of 
such capital goods has to be adjusted along with the transaction value on which GST has been paid 
under Sl. No. 5O to reconcile with the amount disclosed in FORM GSTR-9. Data for such 
transactions can be ascertained from the deletions disclosed in the Fixed Asset Schedule / Fixed 
Assets Register. 
  
      5) Where should the ineligible ITC identified by an auditor which are claimed as eligible 
ITC by the registered person in FORM GSTR-3B and in FORM GSTR-9 be reported in 
FORM GSTR-9C? 
Ans. Total amount of ITC availed by the registered person will have to be reported in Column 3 of 
Sl. No. 14 of FORM GSTR-9C and eligible ITC as determined by the auditor will have to be reported 
in Column 4 of Sl. No. 14 of FORM GSTR-9C. Thus, the difference between Column 3 of Sl. No. 
14 and Column 4 of Sl. No. 14 of FORM GSTR-9C will be ineligible ITC identified by the auditor. 
Suitable disclosures should be made in the certificate by the auditor. 
 
 

Prathyush Kumar Maddula 
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Update for the day #311 | Online grocery - The 
next battleground 
 
 
The Indian online grocery space is abuzz with activity. With swords drawn between Flipkart (backed by 
Walmart now) and Amazon in the battle for leadership in the online retail space, the focus has now 
shifted to what is the second biggest segment online after fashion and mobiles – groceries. 
  
Why so much interest in groceries? 
The interest is not without a reason. 

 Grocery is the mother of all categories with its inherent characteristics of high frequency, repeat 
rates, ability to launch own brands (high margin) and sheer size of the sector. 

 Online grocery is expected to be the fastest-growing segment in online retail and is expected to 
almost quadruple over the next three years to Rs 100 billion in revenues, according to a Crisil 
report. Investments in technology, new strategies such as introducing private labels, same and 
next-day delivery options, and business-to-business food services, will further aid growth of the 
segment, the report said.  

 To be sure, there have been several big moves in the segment already, including Walmart’s 
acquisition of Flipkart, which has given a boost the firm’s focus on food and groceries, Amazon’s 
launch of Pantry, and BigBasket’s fund raise of $300 million, the largest by a niche online grocer 
in the country. Further BigBasket joins unicorn club with new $150 million funding round in 
March 2019 which values the company at $1.2 billion. 

 A gradual move that one witnesses in any business - it starts with the core and then the action 
shifts to ancillaries. In ecommerce too, it started with the broader play – horizontals, as we call 
them in ecommerce, and now the action has shifted to niches such as groceries.  

 In May 2018, when U.S. retail giant Walmart acquired 77% stake in the Bengaluru-headquartered 
Flipkart for $16 billion, it was clearly indicated that Walmart’s game plan in India is not just to 
enter the online retail market through the largest player. But, it wants to leverage the expertise 
that the two companies have individually built, to become a powerhouse e-tailer here and get an 
edge over its arch rival Amazon, in what is easily one of the fastest growing ecommerce markets. 

Competition and Investors’ interest 

 The investors’ interest is being piqued by what can be called the category’s sustainable growth 
potential. Online grocery market in India is expected to grow at a CAGR of 55% through 2021, 
according to a TechSci Research report. 

 The good part of this segment is that it has the stickiest and most loyal base of customers, 
amongst all categories. If one is able to provide quality products and a reliable, well-managed 
timely service, the model can be very efficient as the percentage of repeat customers can be very 
high. The business force multiplies as one needs grocery if not daily, then at least on a weekly 
basis, unlike mobile phones that one probably buys once a year. 

 It’s a business that offers revenue visibility, a family in a metro city needs grocery of Rs.2,000 to 
Rs.4,000, so one can have visibility of purchases of almost Rs.50,000 per year from a customer, 
hence the room for growth is huge.  

 The growth that we are seeing in the online grocery space is here to stay. Going forward, 
competition in this segment will become more intense than less. 

 Unlike e-commerce where the battle of supremacy is between two players, there are four to five 
key players in the online grocery space like BigBasket, Flipkart Supermart, Amazon pantry, 
Grofers etc. 

 Competitors for these online grocers are not limited to other online grocers but also include 
offline players such as Future Group or Reliance, the modern trade retailers, who may also want 
to have a similar strategy of having an omnichannel play. 
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Challenges 
Storage & Delivery Cost  

 Perishable items require more investment on storage & delivery infrastructure (refrigeration). 
Special warehouses, delivery containers and specialized delivery vans must be there to ensure 
perishables are delivered fresh. All this requires lots of capital. 

 This is a hard category - particularly for the fresh vegetables and fruits segment, where the supply 
chain and infrastructure needs are very complex. Also for these products, the sourcing has to be 
localized. 

Low Profit Margins 

 Customers are reluctant to pay for convenience charges and want to get faster delivery & quality 
assurance. Catering to this particular need can actually turn out as a financial nightmare for online 
grocers. 

Inefficient Delivery 

 It’s hard to break the threshold called hyper-local segments with one delivery system, especially 
when the customers expect same-hour delivery. Product quality, time, and delivery cost – all 
these critical factors impose a huge challenge for an efficient delivery system.  
 
 

Preetham 
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Update for the day #312 | Sovereign Gold Bond 
 
 
In India, the craze people have for gold is beyond its market value. However, there are risks in holding 
physical gold. Sovereign Gold Bonds is one such alternative, offered by the Government of India and 
RBI where you can own gold in ‘certificate’ format. 
 

 

 
 
  
 
 
 
What are Sovereign Gold Bonds? 
The Government of India lately introduced Sovereign Gold Bond Schemes to offer investors another way 
to own gold. It not only brought down the demand for real gold, but could also track import-export of 
the same. There is a transparency about this product as it comes under the purview of RBI. SGBs are 
government securities and hence safe. Their value is denominated in multiples of gold grams. This is why, 
it is a substitute for investing in physical gold. These Bonds can be purchased from any agent authorized 
by SEBI. 
  
Who should invest in SGB? 
People who have a strong liking for gold investments can consider sovereign gold bonds. As it is low-risk 
investment, it is perfect for investors with low risk appetite. It also earns you a fixed income bi-annually. 
The expense of buying or selling the SGB is nominal in comparison to the physical gold. Those who do 
not want the hassle of keeping physical gold safe can also go for this. This is because it is easy to store this 
in Demat form, and nobody can steal it as they are in paper form. So, if you are seeking a long-term 
investment avenue to make good returns, a gold bond can meet your needs. 
  
Features 

a) Eligibility - Any Indian resident – individuals, Trusts, HUFs, Charitable Institutions and universities 
– can invest in SGB. One may also invest on behalf of a minor. 
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b) Denomination/value - The value of the bonds is assessed in multiples of gram(s) of gold, wherein 
the basic unit is 1 gram. The minimum initial investment is 1 gram of gold, and the upper limit is 4 Kgs 
of gold per investor (Individual & HUF). For entities like trusts and universities, 20 Kgs of gold is 
permissible. 
c) Tenure – The Maturity Period is 8 years. However, you can exit the bond from 5th year onward (only 
on interest payout dates) 
d) Price and payment – Price in notified by RBI 2 days before the issue. Payment can be done through 
cash (only up to Rs. 20,000), DD or Cheque. There is a discount of Rs. 50 per gram if payment is done 
through digital payment or online payment. 
e) Interest Payment – The current interest rate is 2.50% p.a. paid semi-annually. They are paid twice a 
year on the nominal value. 
f) Issuance of bonds - Only Government of India Stocks (on RBI’s behalf) can issue gold bonds as 
per the GS Act, 2006. Investors will receive a Holding Certificate for it. You can also convert it to demat 
form. 
g) Tax treatment - There is no TDS on the proceeds from SGB redemption. You can also claim 
indexation benefits along with long term capital gains when you decide to transfer the bond. 
h) Redemption Price – The redemption price must be in INR, based on average of closing price of 
gold of 999 purity in 3 previous working days. 

  
Advantages of SGB 

a) Absolute safety - Sovereign gold bonds carry none of the risks that is associated with physical gold, 
except the market risks. There is no hefty designing charge or TDS here. Therefore, nobody can steal it 
or change its ownership. 
b) Extra Income - You can earn guaranteed annual interest at the rate of 2.50% (on the issue price). 
c) Indexation benefit - If you transfer your bond before maturity, you can get indexation benefits. 
There is also a sovereign guarantee on the redemption money as well as on the interest earned. 
d) Tradability - You can trade the gold sovereign bonds on stock exchanges within a specific date (at 
the discretion of the issuer). For example, after completing 5 years of investment, you can trade them 
on National Stock Exchange or Bombay Stock Exchange. 
e)  Collateral - Some banks accept SGB as collateral/security against secured loans. 

 
N Yash Jain 
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Update for the day #313 | The Epic Rise of 
Patanjali 
 
By sincerity, a man gains physical, mental and linguistic straightforwardness, and harmonious tendency; that is, congruence of 

speech and action 
-A very happy Mahaveer Jayanthi 

What started in 1997 as a small sized pharmacy, Patanjali Ayurveda Ltd. (PAL), today, is arguably the 
fastest growing company in the Indian FMCG sector. In FY 2018 has extensive sales channel of over 
5000 distributors, 15,000 stores, and 100 mega-marts. Moreover, it has also tied up with retail chains like 
Future Group, Reliance Retail, Hyper City and Star Bazaar as well as leading e-commerce platforms. It is 
no surprise that American business magazine Fast Company ranked Baba Ramdev 27th in its list of 
“Most Creative Business People of 2016” while his close associate and CEO of PAL Acharya Balkrishna 
has made his debut on the Forbes list of India’s 100 Richest People at 48th position; given the fact that he 
owns 94% of the company. 
Patanjali’s reasons for success and key takeaways 

1.      Low Pricing and Cost dynamics 
Patanjali products are available at an attractive discount as compared to their competition. The company 
sources raw material directly from farmers eliminating middlemen, has lower marketing spends and 
overhead cost compared to its peers and as such are able to produce at a much cheaper price. 

2.      Focus on Product Quality 
Quality is of prime importance and a key value proposition when it comes to FMCG. Patanjali products 
are known for their quality and have brought the focus back on product effectiveness. 

3.      Baba as Brand Ambassador 
The other big factor in Patanjali’s favour is the image of Baba Ramdev. He is a recognized face all over 
India and beyond. Patanjali is able to create a brand perception of health and wellness among the Indian 
masses, primarily because of Ramdev’s association with the brand who is considered to be a veteran of 
yoga and a firm believer of Ayurveda. 

4.      Cultural Appeal 
Patanjali products are marketed as historically and culturally indigenous in the light of its widely known 
Swadeshi campaign. The company has captured the attention of the Indian consumer by projecting itself 
as a brand that is extremely Indian. It also advertises its products as being all-natural void of synthetic and 
artificial ingredients. 
Finally, to conclude, the swift rise of Patanjali driven by a large variety of product offerings coupled with 
unconventional marketing strategies has disrupted the whole FMCG sector and revolutionized the 
industry in a record time. Patanjali’s dizzying growth story is now the talk of boardroom discussions and 
case study at management schools. 
  
 
--  
 
VIJAYA SIMHA S 
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Update for the day #314 | Follow the global giants 
 
 
"It is not the strongest or the most intelligent who will survive, but those who can best manage 
changes"   
 

Businesses with an X factor 

New companies launch daily with the aim of providing a specific product line or set of services, but in 

order to succeed on the international stage they need to have a unique selling point or a killer application. 

1. McDonald's adopted factory-style practices 

Fast food chain McDonald's was the first restaurant business to get its staff to use factory assembly line 

techniques to speed up the cooking process. They went on to create a universal product line that rapidly 

produces a pretty much identical meal from Thailand to Turkey. Customers found and continue to find 

this uniformity comforting and reliable, welcoming being able to eat a burger and fries that tastes exactly 

the same wherever they are in the world. 

2. Walmart sold cheap 

'Selling more for less' has been the principle that has taken Walmart from a single store to the largest 

retailer in the world, with 11,695 stores under 59 banners in 28 countries. Even though it might make less 

profit on each sale than its competitors, it more than makes up for this by the sheer volume of sales. It's a 

methodology that certainly paid off. Revenue hit $485.9 billion in 2017. 

3. Lego targeted universal appeal 

Lego has been delighting children across the world for over half a century. In its annual analysis of the 

world's most powerful brands, brand valuation and strategy consultancy Brand Finance crowned Lego the 

most powerful brand in the world in 2017. Lego's enduring success has been put down to the toy's 

versatility, durability and, most importantly, it being one of the few toys that adults enjoy playing with 

alongside their children. 

4. IKEA combined style and price 

Ever since its launch in 1943, IKEA has concentrated on producing stylish products at the cheapest 

possible price. Every aspect of its production process is continually assessed for ways to reduce costs. Its 

famous flatpack products ensure that the maximum number of items can be transported and stored in the 

smallest possible space, for example. People might not enjoy building their IKEA furniture, but they love 

it because it's cheap, attractive and they can often take it away in their cars. 

5. Apple made its products impossible to put down 

Apple was not an overnight success. It slowly built up its market share as people began to appreciate that 

its products looked great and were incredibly simple to learn to use. Apple then took control of its 

content streams with the launch of iTunes and the App Store and this drove sales of its hardware and 
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software further and at the same time reinforced the brand's intuitive concept. From its stores to its 

screens, everything Apple is stylishly designed and easy to navigate. 

6. Adidas added style to sport 

The German sportswear giant may have had its slow years, but Adidas's current global success is down to 

the major part it has played in making sportswear cool. Not only are its products great for working out in, 

but they are also increasingly being used for everyday wear. The company continues to build on this 

momentum through its partnership with rapper Kanye West, developing the Yeezy sneaker, which sells 

out within hours of release. 

7. Disney didn't sit still 

Disney continues to appeal to generation after generation from Fiji to France because it is constantly 

innovating and developing its core products so that they never date. The characters may have been first 

drawn up by Walt Disney nearly a century ago, but they are constantly being re-imagined to work with the 

latest technologies and consumer fashions. Disney has embraced streaming, apps, interactivity and virtual 

reality and it's always ready to take on the next 'big thing'. 

8. Amazon focused on the customer 

Amazon's main focus has always been on its customers, rather than its competitors. It concentrates on 

giving its customers what they want and predicting what they will want in the future. It's a risky strategy, 

but when the online book retailer expanded its product line to cover everything from toys to clothes it 

paid off. The launch of the Amazon Kindle, Amazon Prime and Amazon Echo are examples of other 

calculated risks that provided the customer with what they didn't previously know they needed. 

9. Zara made sure it's super fast to market 

The international fashion retailer Zara has a super fast supply chain that means that it can get catwalk-

inspired designs designed, made up and on the shelves of its stores across the world within days. While 

other retailers try to predict what their customers want months in advance, Zara can be more responsive 

to its customers' needs. This means it is less likely to over order and be left with stock it can't sell. It's a 

model other retailers have tried to copy, but it takes years to perfect. 

10. Krispy Kreme created a standard 

Krispy Kreme is famous for its hot freshly-made donuts. To scale this USP the company invested heavily 

in technology that allows its donuts to look and taste the same from whichever outlet you purchase them 

from across the world. It's a process that must also be instigated by the company's many franchise 

operators so that customers can be confident of always getting that same Krispy Kreme taste wherever 

they are biting into one. 

11. Ben & Jerry's created a feelgood brand 

Schoolfriends Ben Cohen and Jerry Greenfield, the guys behind the eponymous ice cream company Ben 

& Jerry's, have never been your typical corporate players. They were one of the first businesses to 

promote an ethical, charitable side with partnerships owned and operated by youth-serving non-profit 
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organizations and provide Community Action Grants to do good in local communities. They also look 

after their staff and offer fun perks. Ben & Jerry's proved that being the good guys can pay off. 

12. Starbucks paid attention to detail 

Walk into any Starbucks coffee shop in the world and you will see round tables. These are not just there 

for their aesthetic, but because they make solo customers feel less isolated. Every tiny detail of a 

Starbucks experience has a reason behind it and those details are rolled out across its worldwide network. 

These details are what ensure you're served quickly and what creates that comforting environment that 

customers keep coming back to. 

13. Google honed in 

What is now a huge global tech company, with fingers in many successful pies, started out with one 

mission: to be able to fish anything out of the mass of information that was swimming around the 

internet quickly and easily. It did this by creating an algorithm that ranked internet searches in order of 

popularity. People soon picked up on its appeal and discarded the earlier alternatives. Google exploited its 

success, making millions from advertising and then diversifying into new technologies. 

14. Toyota was reliable 

Toyota concentrates on producing cars that people can have right now, rather than aspire to in the future. 

It has some high-end lines, but the focus of its business has always been on building affordable and 

reliable vehicles. It achieves this with a super-fast and efficient production line and by keeping a constant 

eye on the future. The Prius was developed, for example, not as a green status symbol, but to help drivers 

reduce gas bills and make a little less impact on the environment. 

15. L'Oreal diversified 

French beauty giant L'Oreal has succeeded by creating and acquiring a raft of brands that together appeal 

to the entire beauty market. Lancome, Kiehls, Shu Uemura, Urban Decay, Maybelline and Garnier are all 

L'Oreal brands that are targeted at different demographics. These brands are then marketed differently in 

each territory to drive sales. L'Oreal has also been quick to exploit digital marketing techniques to create 

direct personal advertising. L'Oreal knows it's worth it. 

16. eBay joined the dots 

eBay has successfully evolved from an online auction site into a global retailer that continually builds on 

its original USP: connecting individual sellers with millions of individual buyers quickly and easily. 

Acquisitions such as StubHub and Gumtree have helped eBay to expand its customer offering, and the 

PayPal acquisition has made it as easy as possible for its customers to part with their money. eBay covers 

all the bases. 

17. Norwegian invested in efficiency 

Up until a few years ago, few people outside of Norway had heard of Norwegian Airlines. It has grown 

from a tiny regional airline to a major global operation with routes that crisscross the globe like a spider's 

web. An initial heavy investment in new fuel-efficient aircraft has kept running costs low and allowed the 
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airline to take the low-cost, low-frills airline model global. The long-term sustainability of this model is yet 

to be proved, but early results look promising. 

18. Marriott looked after its staff 

The vast hotel group that is Marriott International is built on the core value of take care of your 

employees and they will take care of your customers. If customers have an enjoyable stay they will return, 

again and again. 

19. Coca-Cola thought local when it went global 

According to the Coca-Cola Company, the word Coca-Cola is the second most widely understood term 

in the world after 'okay'. The enduring success of the brand is put down to its iconic logo and its ground-

breaking bottling process. In 1899 it began selling bottling rights to privately owned bottling plants. By 

1939 the drink was being bottled in 44 countries from Australia to France. It still puts its success down to 

the strong local relationships it holds with Coca-Cola bottlers worldwide. 
 
 
 
DHANUSH B S 
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Update for the day #315 | e-Agile : A new reform 
towards compliance in one pocket 
 
 
Ministry of Corporate Affairs came out with the new Amendment on 29th March, 2019. These rules may 
be called the Companies (Incorporation) Third Amendment Rules, 2019. 
In the Companies (Incorporation) Rules, 2014, after rule 38, the following rule shall be inserted, namely.- 
(38A. Application for Registration of  the Goods and Service Tax Identification Number (GSTIN), 
Employees' State Insurance Corporation (ESIC) Registration and Employees' Provident Fund 
Organisation (EPFO) registration. 
 
The application for incorporation of a company under rule 38 shall be accompanied by e-form AGILE 
(lNC 35) containing an application for registration of the following numbers, namely. 
-GSTIN with effect from 31st March, 2019 
- EPFO with effect from 8th April, 2019 
- ESIC with effect from 15th April, 2019 
 
What is the full form of e-AGILE 
e-AGILE stands for Application for goods and service tax identification number , Insurance Corporation 
Registration plus Employees Provident Fund Organistation. 
Who all can apply for GSTIN through AGILE form? 
Any user who intends to incorporate a company through SPICe eform having registered office address can 
now also apply for GSTIN/Establishment code as issued by EPFO through this eform. The application 
(SPICe) for incorporation of a company shall be accompanied by a linked e-form AGILE to obtain 
GSTIN/Establishment code along with other applicable forms. 
This process will be applicable only for Companies incorporated by MCA through SPICe application. Other 
categories of applicants, viz. Tax Deductor, Tax Collector, Casual Taxable person, ISD, SEZ Registration, 
ISD registration, Factories intending to apply for EPFO code etc. shall follow the existing process of 
registration through their respective Common Portal for registration. 
Is it mandatory to file INC-35 at the time of submitting SPICe form? 
Yes. The application (SPICe) for incorporation of a company shall be accompanied by a linked e-form 
INC-35 (AGILE) with effect from 31st March 2019, as notified vide the Companies (Incorporation) Third 
Amendment Rules, 2019 dated 29th March 2019. 
Though, it is optional to apply for GSTIN/ Establishment code as issued by EPFO at the time of 
incorporating company, filing of INC-35 form along with SPICe form is mandatory. 
My registered office of business is in State 'X' but I want to obtain GSTIN for State 'Y'. Which 
state should I select in AGILE form? 
The registered office of the proposed company as provided in the SPICe shall be the principal place of 
business for GST application. Select the same state and district in AGILE form (INC-35) in which the 
registered office of proposed company exists i.e. enter the same state and district as entered in SPICe form. 
How many proposed Directors can I add in the AGILE form? 
Details of proposed Directors to be entered in AGILE form would be based on the class, category or sub-
category entered in SPICe eform. Number of Directors shall be 1 in case of OPC, 2 in case of private 
company, 3 in case of public limited company and 5 in case of Producer Company respectively. 
Note: The details of such proposed Director entered in AGILE form should match the details as entered 
in the SPICe form for the same person. 
Is it mandatory to provide HSN/Service Classification Codes? 
Yes. you are required to provide HSN code for Goods or Service Classification Code for service. HSN 
number will be available in Central Board of Indirect Taxes website. 
Who shall sign the AGILE form? 
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Director. The director who has signed the SPICe eform should sign the AGILE form. Both SPICe form 
and AGILE form shall be signed by the same director. 
I do not have registered office of company at the time of submitting SPICe and other linked forms. 
Can I apply for GSTIN? 
The registered office of the business entity provided in the SPICe will be the principal place of business for 
GST. GSTIN can be applied only if Address for correspondence is same as address of registered office of 
the company entered in SPICe form. 
I have submitted my AGILE form along with SPICe form successfully. When will I receive GSTIN? 
Once the company is incorporated at MCA portal and COI and PAN has been successfully generated, 
required information will be forwarded to GSTN for processing of form. Once the data is successfully 
validated by GSTN, TRN and ARN would be generated and displayed on MCA Portal. In case of approval 
/ Rejection, GSTN will send GSTIN / Rejected status on mobile number and email of Authorized 
Signatory. 
Is there any fee to be paid while applying GSTIN/EPFO service? 
No. 
What us the benefit of e-form AGILE? 
The applicability of this form will act as a single window clearance system and incorporation of new 
companies along with taking registration under various other authorities will become easier and faster. 
 
Pragathi.R 
Articled Assistant 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



            

               SURESH & CO.   

 

                            EMERGING THOUGHTS  

 

40 

Update for the day #316 | Concept of Residence 
for Individuals in DTAA 
 
  
Concept of Residence for Individuals in Agreement for Avoidance of Double Taxation (DTAA) 
Residential status is a vital factor in determining taxability of an individual. If an individual qualifies as a tax 
resident of a one country, he is generally taxed on his global income in that country. The residency in a 
particular country is determined by rules that include physical presence, domicile and citizenship as may be 
prescribed under the domestic tax laws of different countries. 
  
The individual may sometime face a situation of ‘dual tax residency’. Dual tax residency means acquiring 
tax residency of two countries simultaneously in a particular tax year by satisfying the specified conditions 
of domestic tax laws of both the countries. 
  
India has entered into a Double Taxation Avoidance Agreements (or treaties) with several countries which 
provide specific relief to persons subject to taxation in more than one country. The individual who wishes 
to take relief under the treaties has to qualify as a tax resident of one of the contracting states. 
 
In most of the treaties, an individual is considered as a resident of that country if he/she, under the laws of 
that country, is liable to pay tax therein by reason of his/her domicile, residence, citizenship etc. It is very 
important to determine the residency of an individual as per the treaty which helps in determining the scope 
of application of the treaty and resolving the cases of double taxation. Most of the tax treaties have 
stipulated ‘tie breaker’ rules for resolving the conflict of dual. 
  
These tie-breaker rules provide attachment to one country a preference over the attachment to other 
country. These rules are applied in the same sequence in which they appear in the treaty for determining 
residency. According to these tie-breaker rules, the first preference is given to that country where the 
individual has a permanent home. If an individual owns or possesses a home in one country and retains the 
same for permanent use then he/she is considered as a resident of that particular country. 
  
If the individual has a permanent home in both the contracting states, then he/she is considered as the 
resident of a country where he/she has his/her centre of vital interests. For this, if an individual has his/her 
personal and economic relations closer to one country, then he/she is considered as resident of that 
country. His/her family and social relations, occupations, political, cultural or other activities, place of 
business, place of administration of property need to be ascertained while determining the centre of vital 
interest. 
 
If the individual fails to pass the test of permanent home and centre of vital interests, then he/she is 
considered as a resident of the country in which he/she has habitual abode, and if he/she has habitual 
abode in both the countries or neither of them, then he/she is considered as a resident of the state of which 
he is a national. Even if after applying these rules, tax residency cannot be determined, then the conflict is 
resolved by invoking the mutual agreement procedure between the competent authorities. 
 If by applying the above tests, he/she is considered as resident in both the countries, then his/her global 
income has to be offered for tax in both the countries in which he/she is resident. However, the tax paid 
in one country can be claimed as tax credit in another country by full-filling the conditions as specified in 
the respective countries. 
 
Manjula. A 
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Update for the day #317 | Synergy -Overview and 
Benefits 
 
  
What Is Synergy? 

Synergy is the concept that the combined value and performance of two companies will be greater than the 
sum of the separate individual parts. Synergy is a term that is most commonly used in the context of mergers 
and acquisitions (M&A). Synergy, or the potential financial benefit achieved through the combining of 

companies, is often a driving force behind a merger. 
Origination: 
The word “Synergy” has been derived from the ancient Greek word “Sunergia” meaning Co-operation or 

working together. In the business environment a “2+2= 5” effect is popularly known as Synergy and it 
signifies that the combined efforts of 2 or more agents create such effects which are greater than the sum 

of their individual effects. 

Understanding Synergy 

Mergers and acquisitions (M&A) are made with the goal of improving the company's financial performance 

for the shareholders. Two businesses can be merged to form one company that is capable of producing 

more revenue than either could have been able to independently, or to create one company that is able to 

eliminate or streamline redundant processes, resulting in significant cost reduction. Because of this 

principle, the potential synergy is examined during the M&A process. If two companies can merge to create 

greater efficiency or scale, the result is what is sometimes referred to as a synergy merge. 

Shareholders will benefit if a company's post-merger share price increases due to the synergistic effect of 

the deal. The expected synergy achieved through the merger can be attributed to various factors, such as 

increased revenues, combined talent and technology, or cost reduction. 

For example, when Proctor & Gamble Company acquired Gillette in 2005, a P&G news release cited that 

"the increases to the company's growth objectives are driven by the identified synergy opportunities from 

the P&G/Gillette combination. The company continues to expect cost synergies of approximately $1 to 

$1.2 billion and an increase in the annual sales run-rate of about $750 million by 2008. Both are industry 

leaders in their own stream, and they are stronger and even better together. This is the idea behind 

synergy—that by combining two companies the financial results are greater than what either could have 

achieved alone. 

Synergy benefits in M&A are Cost efficiency, Increased market power, complementary R&D etc. 

In addition to merging with another company, a company may also attempt to create synergy by combining 

products or markets. For example, a retail business that sells clothes may decide to cross-sell products by 

offering accessories, such as jewellery or belts, to increase revenue. 
There are five main types of Synergies: 
  

a) Manufacturing Synergy 

b) Operations Synergy 

c) Marketing Synergy 

d) Financial Synergy 
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e) Tax Synergy 

  
Manufacturing Synergy - involves combining the core competencies of the acquirer company and target 

company in different areas of manufacturing, technology, design & development, procurement etc. It could 
also mean rationalizing usage of the combined manufacturing capacities. For example - when M & M 
(Mahindra & Mahindra) acquired Jiangling Motors of China one of the objectives was to combine M & M 

's design and development strength with low cost manufacturing capabilities of tractor manufacturing 
assets of Jiangling. 

  
Operations Synergy - involves rationalizing the combined operations in such a manner that through 

sharing of facilities that through sharing of facilities such as warehouse, transportation facilities, software 
and common services like accounts and finance duplication is avoided or logistics are improved leading to 
quantum cost saving. 

  
Marketing Synergy - involves using either the common sales force or distribution channel or media to 

push the products and brands of both, the acquirer and target companies at lower costs than the sum total 
of costs that they would incur in independent marketing operations. Other than these, a 
marketing synergy can involve acquiring better pricing power on account of two companies 

coming together. 
  
Financial Synergy - involves combining both the acquirer and target company's Balance Sheet to achieve 

either a reduction in the weighted average cost of capital or a better gearing ratio or other improved financial 
parameters. 
  
Tax Synergy - involves merging a loss-making company with a profitable one so that the profitable 
company can get tax benefits by writing off accumulated losses of the loss-making company against the 

profits of the profit-making company. 
  

Another important aspect in this regard is how one would understand whether to buy a company or to sell 

one or to merge with another. To understand the opportunity both the buyers and the sellers need to have 

a comprehensive understanding of the businesses they are in (or they want to be in, in near future). 

Understanding an opportunity to synergy in M&A isn’t easy to locate. It needs years of experience and a 

sense of market knowledge that only experienced business owners can have. Since the failure can be 

much brutal, it’s always prudent to look at every possible factor before going for any sort of merger or 

acquisition. 
 
Harsh Jain 
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Update for the day #318 |Offer for sale 
 
  
Offer for sale (OFS) was introduced by SEBI in February, 2012. It is a method by which promoters of 
listed companies can sell off their shares to public and reduce their stake in the company. 
Under ‘Offer for sale’, shares are offered by the promoters to the public at large which can be subscribed 
by them like any IPO/FPO.  
  
Is OFS different from IPO and FPO? 
OFS is different from IPO and FPO. 
IPO which is an Initial Public Offer helps the company to raise fresh capital and thereby dilutes the 
existing shareholders' stake in the company. Similarly, even in FPO (Follow-on Public Offer), the 
company raises fresh capital. 
But in OFS, the existing shares held by the promoters are offered to the public. Therefore, it does not 
disturb the existing stake of the shareholders nor there is a fresh capital introduction into the company. 
  
Key points on OFS - 
•  The bidders can include market participants such as individuals, companies, qualified institutional 
buyers and foreign institutional investors. 
•  While IPOs and FPOs remain open for three to four days, OFS issues get over in a single trading day. 
•  OFS is available on the Bombay Stock Exchange and the National Stock Exchange (NSE).  
•  Only top 200 companies by market capitalisation in any of the four completed quarters can use the 
OFS mechanism. 
•  Non-promoters holding at least 10% share capital can also sell shares through this route.  
•  At least 25% of shares in an OFS must be reserved for mutual fund and insurance companies. 
•  10% reservation is made for retail buyers. 
•  The minimum offer size is Rs 25 crore. It can be less if the aim of the issue is meeting the public 
shareholding norm (25% for private companies and 10% for government ones). 
  
How to apply for an OFS? 
The process to apply for an OFS is as similar to an IPO. The investor shall be registered with broker of 
NSE or BSE. The investor shall then place a bid through the broker which shall be backed by 100% cash 
margin. 
Recently, Coal India had come up with an OFS in November 2018. As a result of which Government 
sold 3% of its stake to the public. The sale of stake fetched government a sum of Rs. 5000 crores.  
The OFS got a great response from the people. The institutional investor portion was over-subscribed by 
6%. 
  
Simran S Jain 
Article Assistant 
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Update for the day #319 | "Feeding India" 
 
 
 
Let's begin our day by getting an insight of "Feeding India", an innovative, much-needed start up. 
 
India has a staggering 194.6 million people who are under nourished says the Food and Agricultural 
Organization’s (FAO -United Nations) report ‘The state of Food Insecurity in the World, 2015 –that makes 
us the second-highest estimated number of undernourished people in the world. Indians waste as much 
food as the whole of United Kingdom consumes – a statistic that may not so much indicative of our love 
of surfeit, as it is of our population. Still, food wastage is an alarming issue in India. Our street and garbage 
bins, landfills have sufficient proof to prove it. 
  
Weddings, canteens, hotels, social and family functions, households spew out so much food. A study by 
Food Ministry, Government of India found that more than one fourth of the food at social events such as 
weddings goes waste. This is a sad state of affairs when one considers that there are many street children 
who go to sleep hungry every day. 
  
Here’s an Indian Startup “Feeding India” using leftover food to feed the needy ones. 
  
23 year old Ankit Kawatra belongs to a business family and was at a big fat Indian wedding which was 
studded with celebrities. What happened to be just another wedding function for any other guest, turned 
out to be a moment of harsh truth for Ankit. “There were 10,000 people and there was a lot of food. There 
were 37 cuisines It is more like a carnival when you enter one of these weddings. I wondered what would 
happen to so much food, so I decided to stay back at this particular wedding and saw that heaps of leftover 
food was sent straight to the bin. It could have fed 5000 people just that night.” 
  
While he was appalled by this, he thought it was a one off incident. He enquired about what happened to 
leftover food at events and wedding functions. Various vendors and organizers told him that surplus food 
was always thrown away This is when he felt the urge to take up the issue. 
  
On a philosophical note, Ankit tells us about how he eventually started ‘Feeding India’. “I thought, if it was 
not going to be me who solves this challenge, it was not going to be anyone else. There was no point 
waiting. At 23, I have the courage, I might not have the right experience to do it right away but I really 
needed to take up the cause [hunger] and start solving it. I quit my job and started ‘Feeding India’.” 
  
Feeding India does not create new food, it only manages surplus food. Ankit Adds, “The biggest issue with 
other organizations solving hunger is that they’re creating food rather than looking at the food that is already 
created. Ankit once read in an article that allegedly stated that if only all the leftover food was given to the 
hungry in Mumbai, no one would be hungry. That struck me and stayed with me.” 
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But how do they actually make it happen? 
  
It’s a fairly simple process. They have partnered with a few caterers and restaurants. They ask for a heads 
up about any events lined up in the coming week. In the middle of a wedding/ event, the caterer gives them 
a call to tell them about the approximate amount of food that is going to be leftover. A team of volunteers 
who are closest to the venue is dispatched to collect the spare food from the organizer/vendor. The food 
is collected around 12:30 a.m. and distributed to the needy immediately. Just because India holds a quarter 
of the hungry population, looking for the hungry at 1am. in the morning is not as easy as it sounds. 
  
Feeding India has now tied up with NGOs and shelter home likes ‘Rain Basera’. The team goes and drops 
off the meals at these places. They also have to keep the model sustainable so their goal is to always 
minimize the cost of transportation. Ankit gives us an example – “If we’re collecting food from an event 
and next door is an NGO for autistic kids that we’ve tied up with, we go and donate the meal to these 
kids.” 
  
 

 
 
The long term goal is to make people more conscious about food wastage. Ankit says that while it is great 
that they are being able to distribute some leftover food, his vision is that people will think twice before 
they waste. He wants people to think of Feeding India as another important service they need to book, 
when organizing any event. 
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Not many 23 year olds, have given up the luxuries of a management graduate to off-road into a territory 
that is full of uncertainty. Ankit’s idea just goes to prove that sometimes, the answer to a problem lies within 
the problem itself, all we need to do is, to look closer. 
 
 
--  
 
Sakshi Bagrecha 
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Update for the day #320 | "Venture Capital" 
 
 
  
What is Venture Capital? 
Venture capital means funds made available for startup firms and small 
businesses  with  exceptional growth potential. Venture 
capital is money provided by professionals who alongside management invest in young, rapidly growing 
companies that have the potential to develop into significant economic contributors. Person who 
invests venture capital is known as "Venture Capitalist" or "VC". 
 
Venture Capitalists generally: 
* Finance new and rapidly growing companies. 
* Purchase equity securities. 
* Assist in the development of new products or services. 
* Add value to the company through active participation. 
  
Characteristics of Venture Capital: 
   
Long time horizon: The fund would invest with a long time horizon in mind. Minimum period of 
investment would be 3 years and maximum period can be 10 years. 
  
High Risk: Venture Capitalist would not hesitate to take risk. It works on principle of high risk and high 
return. So, higher riskiness would not eliminate the investment choice for a venture capital. 
  
Equity Participation: Most of the time, Venture Capitalist would be investing in the form of equity of a 
company. This would help the Venture Capitalist participate in the management and help the company 
grow. 
  
Advantages of Venture Capital : 
  
*It injects long- term equity finance which provides a solid capital base for future growth. 
*The venture capitalist is a business partner, sharing both the risks and rewards. Venture Capitalists are 
rewarded with business success and capital gains. 
*They are able to provide practical advice and assistance to the company 
based on past experience with other companies which were in similar situations. 
*They also has a network of contacts in many areas that can add value to the company. 
*They may be capable of providing additional rounds of funding should it be required to finance growth. 
  
Stages of funding: 
  
*Seed Money: Low level financing needed to prove a new idea.  
*Start-up: Early stage firms that need funding for expenses associated with marketing and product 
development. 
*First-Round: Early sales and manufacturing funds. 
*Second-Round: Working capital for early stage companies that are selling product, but not 
yet turning in a profit. 
*Third Round: Also called Mezzanine financing, this is expansion money for a newly profitable 
company.  
*Fourth Round: Also called bridge financing, it is intended to finance the “going public” process. 
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Investment process of Venture Capital:  
  
1. Deal Origination: VC operates directly or through intermediaries. Mainly many practicing Chartered 
Accountants would work as intermediary and through them VC gets the deal. 
Before sourcing the deal, the VC would inform the intermediary or its employees about the following so 
that the sourcing entity does not waste time: 

         Sector focus 
         Stages of business focus 
         Promoter focus 
         Turn over focus 

Here the company would give a detailed business plan which consists of business model, financial plan and 
exit plan .     
  
2. Screening: Once the deal is sourced the same would be sent for screening by the VC. The screening is 
generally carried out by a committee consisting of senior level people of the VC. Once the screening 
happens, it would select the company for further processing.     
  
3.  Due Diligence: The screening decision would take place based on the information provided by the 
company. Once the decision is taken to proceed further, the VC would now carry out due diligence.  This 
is mainly the process by which the VC would try to verify the veracity of the documents taken. This is 
generally handled by external bodies, mainly renowned consultants. The fees of due diligence are generally 
paid by the VC . 
  
4. Deal Structuring: Once the case passes through the due diligence it would now go through the deal 
structuring. The deal is structured in such a way that both parties win.     
  
5. Post Investment Activity: In this section, the VC nominates its nominee in the board of the company. 
The company has to adhere to certain guidelines like strong MIS, strong budgeting system, strong corporate 
governance and other covenants of the VC and periodically keep the VC updated about certain mile-stones. 
If milestone has not been met the company has to give explanation to the VC. Besides, VC would also 
ensure that professional management is set up in the company. 
  
6. Exit plan: At the time of investing , the VC would ask the promoter or company to spell out in detail 
the exit plan. Mainly, exit happens in two ways: one way is ‘sell to third parties’ . This sale can be in the 
form of IPO or Private Placement to other VCs. The second way to exit is that promoter would give a buy 
back commitment at a pre- agreed rate (generally between IRR of 18% to 25%) . In case the exit is not 
happening in the form of IPO or third party sell, the promoter would buy back . In many deals, the 
promoter buyback is the first refusal method adopted i.e. the promoter would get the first right of buyback 
  
Examples of Venture Capital: 
 
Kohlberg Kravis & Roberts (KKR), one of the top-tier alternative investment asset managers in the 
world, has entered into a definitive agreement to invest USD150 million (Rs 962crore) in Mumbai-based 
listed polyester maker JBF Industries Ltd. The firm will acquire 20% stake in JBF Industries and will also 
invest in zero-coupon compulsorily convertible preference shares with 14.5% voting rights in its Singapore-
based wholly owned subsidiary JBF Global Pte Ltd. The funding provided by KKR will help JBF complete 
the ongoing projects. 
 
Pepperfry.com, India’s largest furniture e-marketplace, has raised USD100 million in a fresh round of 
funding led by Goldman Sachs and Zodius Technology Fund. Pepperfry will use the funds to expand its 
footprint in Tier III and Tier IV cities by adding to its growing fleet of delivery vehicles. It will also open 
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new distribution centres and expand its carpenter and assembly service network. This is the largest quantum 
of investment raised by a sector focused e-commerce player in India     
  
 
--  
KARTHIK KUMAR P 
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Update for the day #321 | The Mandela Effect  
 

The “Mandela Effect” is what happens when someone has a clear memory of something that never 
happened in this reality. 
In simple words, it is a conflict between the past and the people’s memory. The term was coined by a 
paranormal consultant named “Fiona Broome”. She coined this term in late 2009 when she came across a 
widespread misconception that former South African President Nelson Mandela died in the 1980s but he 
was actually alive during the 2000s and died at his home on 5th December 2013 in Houghton. Some 
people claim to have seen his funeral and a heartfelt speech given by his widow. 
Fiona Broome and other consultants are of the opinion that this phenomenon is because of alternate 
realities. In other words, these are memories of a different reality and we remember such a scenario 
because it is a phenomenon that has occurred in a different reality. 
At some point in time, we have drifted from that alternate reality to the current one and the memories of 
the previous timeline have stayed with us and thus documentary evidence of the current reality does not 
match with the memories we have of the other reality. 
The main argument against this theory being fake is the sheer number of unrelated people who miss-
accounting the same event or fact. All the people who claim for a particular event to be in a certain order 
or manner are completely unrelated people who have never met before, do not know each other or for a 
fact do not even know that the other person existed. 
There are a number of other events which prove this fact. Some of the famous ones are: 

1.       The missing braces 
In the 1979 James Bond film, Moonraker, there is a scene where he and his love interest, Dolly 
have a heartfelt moment. The villain, Jaws, has teeth made out of metal and in the particular 
scene when Jaws and Dolly smile at each other, Jaws’s crooked metal teeth are shown and as fans 
recall Dolly seems to have braces on as if the complement the metal teeth. In reality, Dolly never 
wore braces throughout the film. Many articles, comments and reviews have been tracked down 
and they state that Dolly has braces. In another website, detailing the cast of the movie, Dolly is 
described as a short blond girl with pigtails, glasses and braces. A review published on the day of 
the release of the film and in reference to the relationship between Jaws and Dolly, the reviewer 
said: “it would be a relationship made in heaven if only she wore braces.” 
  
2.      Mirror Mirror on the wall 
“Mirror mirror on the wall” is a quote commonly associated with the 1937 film, Snow White and 
the Seven Dwarfs except that is not the correct quote. The quote in the movie went “Magic 
mirror on the wall, who is the fairest of them all?”. The original source material read “Mirror 
Mirror on the wall” and hence there is a conflict between occurrence and remembrance of the 
reality. 
The quote “Mirror Mirror on the wall” has been extensively used in other films and shows 
including The Simpsons, Shrek, Law & Order etc., 
  
3.       The Ford logo 
A lot of people remember the Ford logo with the second line that completes the letter “F” as a 
straight line whereas in reality, the second line is actually curved. A photo from the past revealed 
that on one banner the letter “F” contained a loop and in the other banner, the letter did not 
contain a loop. 
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    Vs  
                 How we remember                                                    How it actually is 
 
 

4.      Monopoly Monocle 
Mr. Monopoly, the character in the famous board game is believed to have a worn a monocle 
whereas in reality, there was never a monocle. 

 

   Vs  
             How we remember                                                    How it actually is 
 

5.      Darth Vader’s Phrase 
In the iconic film “Star Wars”, as fans recall the villain Darth Vader’s infamous dialogue in a 
scene quotes “Luke, I am your father” but in reality, the quote goes “No, I am your father” 
which till date is hard for fans to digest as everyone remembers Darth Vader quoting the former 
line. 

 
Conclusion 
The fact that groups of people develop the same misconception or have the same false memory is a 
matter of concern as these people are completely unrelated and have no idea as to the existence of the 
other and this “Mandela effect” is a matter for even more digging and deeper discussions. 
TV shows and Movies that use the said concept: 12 Monkeys, The Umbrella Academy, Back to the 
Future, Timeless, Black Mirror, DC's Flash and Legends of Tomorrow etc.,  
Source: https://www.youtube.com/watch?v=vB7Xv6gG5_0. Follow the link for more insight on the 
topic and other events that are different than how we remember. 
 
 
 
Srinidhi P Kumar 
 

 

https://www.youtube.com/watch?v=vB7Xv6gG5_0
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Update for the day #322 | History of Indian 
Currency 
 
“In an urge to make a country fully accomplished and richer, more currency shouldn’t be 
produced. Because, instead of supporting the economy, this may cause inflation”. 
  
The origin of the word “Rupee” is from Sanskrit word Rupya which means shaped, stamped, impressed, 
coin and also from the Sanskrit word “raupya” which means silver. There was a long history of struggle, 
exploration and wealth which can be traced back to the ancient India of the 6th Century BC regarding 
rupee. The Paper Currency Act of 1861 gave the Government the monopoly of note issued throughout the 
vast expanse of British India. 
  
Below are the interesting facts about how Indian currency notes have evolved over the ages into 
the rupee of today. 
The earliest issuers of coins in the world are the Ancient Indians along with Chinese and Lydians from the 
Middle East. The first Indian coins were minted in the 6th Century BC by theMahajanpadas (the Republic 
Kingdoms of ancient India) known as Puranas, Karshapanas or Panas. 
  
These coins have irregular shapes, standard weight and are made up of silver with different markings 
like Saurashtra had a humped bull, Dakshin Panchala had a Swastika and Magadha had several symbols. 
 
 

 
 
Then Mauryas came up with the Punch Marked Coins minting of silver, gold, copper or lead and Indo-
Greek Kushan kings introduced the Greek custom of engraving portraits on the coins. 
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The Mughal Empire from 1526 AD consolidated the monetary system for the entire empire. In this era 
evolution of rupee occurred when Sher Shah Suri defeated Humayun and issued a silver coin of 178 gms 
known as rupiya and was divided into 40 copper pieces or paisa and during the whole Mughal period silver 
coin remained in use. 
 
 

 
 
With the Coinage Act of 1835, uniform coinage throughout the country comes. And in 1858, Mughal 
empire subsequently ended and British crown gained control over one hundred princely states and so, 
the images on the coins were replaced by portraits of the Monarch of Great Britain Supremacy. 
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The king George VI replaced the native designs on banknotes and coins but after the revolt of 1857, he 
made the Rupee as the official currency of colonial India. 
 

 
Finally, the Reserve Bank of India was set up in 1935 and empowered to issue Government of India notes. 
It had also printed 10,000 rupee notes and was later demonetized after Independence. And the first paper 
currency issued by RBI was a 5 rupee note bearing King George VI’s portrait, in January 1938. 
  
After gaining Independence in 1947 and in 1950s when India becomes Republic, India’s modern Rupee 
reverted back to the design of signature Rupee coin. The symbol chosen for the paper currency was the 
Lion capital at Sarnath which replaced the George VI series of bank notes. So, the first banknote printed 
by Independent India was a 1 rupee note. 
  
Do you know the history of 1 rupee note? 
One rupee note was issued on 30 November,1917 under the British Raj. During the first world war British 
domination was there. At that time one rupee coin was a silver coin. But because of the war, condition 
became worse and one rupee coin of silver was not able to generate. And due to this first time in front of 
people one rupee note issued and the image of George V was inbuilt in the note. Printed in England this 
one rupee note value was very less as compared to others. 
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In 1969 Reserve Bank of India issued the Mahatma Gandhi Birth Centenary Commemorative design 
series on Rs 5 and Rs 10 notes. 
 

 
 
 
Finally, in 1996 The Mahatma Gandhi series of paper notes were introduced. Always we see the picture of 
smiling Mahatma Gandhi on our notes which remains same on currency notes. Some says that Picture of 
Mahatma Gandhi is a drawn caricature but this is not true. Actually in reality this picture was taken by an 
unknown photographer in 1946 and from there it is cropped and used everywhere. The Picture is given 
below: 
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Mahatma Gandhi was standing with next to Lord Frederick William Pethick-Lawrence. He was a great 
politician and a leader of the woman suffrage movement in Great Britain. This picture was taken at the 
former Viceroy House, which is at present known as Rashtrapati Bhavan. And this image is used on the 
Mahatma Gandhi series of bank notes which was introduced by RBI in 1996. 
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What defines the amount of money a country can print? 
The Central bank has not defined any set values or pattern to limit the printing amount of currency. The 
necessity is that it should be enough to provide services, transfer goods and also regain the value of the 
currency. This value of a currency depends on enormous factors like associated interest rate, average exports 
as well as current, fiscal deficit and many more. 
  
Usually, Central Bank prints approx. 2–3% of the total Gross Domestic Production. This percentage 
depends on a country’s economy and may vary accordingly. Developing countries print more than 2–3% 
of total GDP. Circulation of money also depends upon the amount of black money and in turn affects 
money availability in a legit channel. 
  
How much currency is sufficient? 
A country may print as much currency as it needs but it has to give each note a different value which further 
called as a denomination. If a country decides to print more currency than it is needed, then all the 
manufacturers and sellers will ask for more money. If the production of currency is increased by 100 times, 
then the pricing will also rise accordingly. 
  
The printed money should be produced in perfect balance with the value of goods and services. That is the 
reason why a country can produce more currency or money when its economy is succeeding. 
  
In emerging countries, a major part of population comes out of poverty. Thus, the government should 
provide enough currency to its consumers so that they may fulfill their needs. This is called as Incremental 
money supply which should be in an appropriate proportion with the actual output of the country’s 
economy. 
  
Oversupply of currency leads to inflation and in turn, decreases purchasing capacity. In developed 
countries, usually demand and supply be in proportion, that’s why goods and services go together in 
equilibrium. 
 
 
 
Nandan M N 
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Update for the day #323 | Benefits of early 
investment 
 
  
In this update I would like to share how we as youngsters can make use of the benefit of compounding 
interest and financial decisions at the early stages. 
  
“Compound interest is the eighth wonder of the world. He who understands it, earns it ... he who doesn't ... pays it” - Albert 
Einstein 
  
Here is one such idea. 

  
         Abhi is 23 years old Chartered Accountant. 
         He has been working as a Tax Consultant in Bengaluru. 

         Monthly take-home salary is ₹ 1 lakh/month. 
         Abhi is single and currently living in a shared apartment with his friends. 

         His monthly expense is ₹ 30k/month. He is saving ₹ 70k/month. 
         Abhi is considering buying a house in Bengaluru. 
         His parents are recommending to take a 2 BHK flat with all the facilities like spacious 

garden, swimming pool, gym, etc. 

       He has shortlisted one of the property. The overall estimate for this property is around ₹ 1.1 

Crore (including registration, etc.). His family can provide financial support of ₹ 30 lakh. He has a 

savings of ₹ 5 lakh. So in total, he would need a home loan of ₹ 75 lakh. 
The place looks like this: 
 
 

 
 

         The EMI for a loan of ₹ 75 lakh would be around ₹ 65 k/month for 20 years. Considering 

his expenses, he can still manage to pay the EMI. However, the savings would just be ₹ 5k/month 
(100 k - (65k + 30k)). He would require the remaining amount for emergency purpose. 

         However, Abhi is considering another option. This option is 2 BHK flat in an upcoming 
area near Bengaluru without a swimming pool, gym, and playing fields. However, building 
construction quality is good with all the basic amenities. 

The place looks like this: 
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         The overall estimate for this property is around ₹ 70 lakh (including registration, etc.). After 

the financial support of ₹ 30 lakh from the family and ₹ 5 lakh savings, he would need to take a 

home loan of ₹ 35 lakh. 

         The EMI for a loan of ₹ 35 lakh would be around ₹ 30 k/month for 20 years. 
Now, given an option, which flat would you choose? 

         Abhi opted for option 2. 

         Now, he is left with ₹ 40k/month to invest (30k EMI vs 65k EMI). 

         This is ₹ 35k/month “extra” saving as compared to option 1. 

         Abhi started with investing ₹ 35k/month in mutual funds. This is to build a corpus for 
retirement. 

         He invested in ELSS fund (which would also save tax), a large-cap fund, a large and mid-
cap fund, a mid-cap fund and a debt fund and expecting an average annual return of 12%. 

         He is planning to retire at the age of 50. 

         At a 12% annual rate, his 35k/month investment would generate an amount of ₹ 7.5 Crore. 

         If we consider annual inflation of 4–5%, the amount would be equivalent to ₹ 2.6 Crore. 
Conclusion: Abhi understood the importance of the power of compounding with early investment and 
has wisely invested his salary. With this decision, he has not only bought a house for himself but also 
planned his retirement, otherwise he would have ended up repaying the loans. 
 
--  
Sunil Kumar V R 
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Update for the day #324 | Analysis of Corporate 
Strategies adopted by Zara 
 
 
Zara has been the most popular Spanish fashion brand, which belongs to the Inditex group. The company 
was established in 1963 by Amanico Gaona and by the end of 2005, the holding company had become the 

largest manufacturer of fashion clothing, which was both trendy and affordable. Zara operates in 45 
countries and owns about 2000 stores worldwide and, aims at further expanding their stores. Throughout 
its expansion in different countries, the company has concentrated on the core fashion philosophy. The 

philosophy that they have followed is to respond to demand of the market with creative and quality 
designed clothing. 

The chief success story of Zara lies in strategies undertaken by the company. The corporate strategies had 
helped the company to grow faster with creative, flexible and innovative business model. The business 
model has differentiated the company from rest of the companies in the same industry. It has provided 

Zara with the best competitive advantage, both at international and local level. 
Corporate strategies of Zara 

The three main corporate strategies that are followed by the retailer are the following: 
1) They regard customers as the center of every clothing design strategy. Customers are questioned about 

their preferred clothing designs. The sales team of Zara makes use of the hand- held PDA devices for 
capturing the daily and even hourly feedback from customers, which enables them to ideate new clothing 
designs. The device daily transfers design to the Research and Development section, which is known as 

Cube. 
The Cube team makes new clothing pieces in just two weeks and those match the exact needs of customers. 

The business strategy of Zara is clear; if a company must succeed in the long run in a competitive market, 
then it must be customer-centric. The needs and desires of customers are considered, so that the company 
can cater to their needs in the exact manner that they look for. 

2) The company concentrates on technology for managing and tracking inventory and, controlling cost. 
The sales associates send daily reports to the management, regarding total sales of the day. The PDAs are 

also used for capturing items, which are sold out during the day and, those that do not sell. It also helps the 
management to locate fashion trends or colors, which are popular or otherwise. The point of sales, which 

has sold the highest apparels, is also indicated in the PDA. 
3) The company controls and balances just-in-time production as center for the location facilities. The issue 
of distance manufacturing kills responsiveness of products because late delivery affects sales of the business. 

So, Zara has undertaken fabric production facilities in Spain, which happens to be the central position for 
manufacturing purposes. The production system enables the company to save time and money for making 

its own fabrics. The company can, thus, closely 
monitor the demand of customers and fulfill  their needs to an extent, which will allow them to draw 
more customers, making them brand loyal. Schedules for the daily production are tracked regularly, in an 

efficient way. 
Zara aims at producing the fabric used in their products by themselves. They produce 40% of the fabric 

that is utilized by them for manufacturing of clothes. The fabrics that are outsourced are not dyed and are 
colored by using subsidiary dye products of the company. These fabrics are later dyed by the company in 

order to make them appropriate for manufacturing of the clothes. The staple products, like, jeans and t-
shirts, are outsourced for manufacturing. The shipment of fabrics takes months for its arrival to the 
company’s manufacturing units. The company intends to produce top products for their customers and 

schedules for the shipment are allotted twice per week. Thus, the company provides its customers with the 
latest stocks, which are piled up in their stores. Zara does not desire to keep their customers waiting for 

clothes that they want. So, they direct their efforts at improving the inventory and ensure that the same 
contains all products, which are most preferred by their customers. 
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Five operations performance objectives to support the corporate strategies 

The five operational performance objectives, that are required for fulfillment of the corporate strategies, 
are the following: 

Quality 
Quality is the most important part of any product. The quality of a product easily judges the operation of 
an organization. If a customer is satisfied with the products it is likely that the customer will repurchase the 

products in future. Good quality products reduce the manufacturing cost of the product. Lesser number of 
mistakes absorbs less time for its correction and thus there is less irritation and confusion and lesser 

utilization of resources. Zara produces high quality products which have led to the success of the retailer 
worldwide. It concentrates on reducing the cost of manufacturing by employing unique product 
development approach. The approach saves time as well as cost of the company which helps in producing 

high quality products. Thus, the customers of Zara seek for new range of clothes which have become the 
fashion statement for most of them. Zara in order to cope up with the expectations of their customers 

maintains a team of 200 people who are responsible for styling of 12,000 new designs. The quality of the 
clothes is competitive since no one in the industry can provide such design with the same quality at a 

reasonable price. 
Speed 
Speed is referred to the time elapsed between the customers demanding for the products or services and 

receiving it. The speed of delivery of the products to the customers reduces the inventory of the company 
and thus motivates them to produce more since the demand is high. Zara has its production unit in 

proximity with the stores from where the clothes are distributed to the customers. The close proximity of 
the stores to the production unit helps the company to provide the customers with their favorite product 
whenever they want. The instant delivery of the products by Zara to its customers reduce the risk of losing 

the potential customers. Thus, sped of delivery of products is very important for an organization for its 
success. 

Dependability 
The operations where the level of internal dependability is high, the success of the company is high. Here, 

dependability means the reliance of the internal members on each other and on the resources. Dependability 
saves the time of the manufacturing since the whole system is coordinated properly. It also saves money as 
effective use of time will lead to increase in cost. The system is stable enough to face the disruption that is 

caused due to the external factors. Zara’s manufacturing system employs unique development techniques 
which help in the success of the business. Zara uses unique information and communication protocols 

which help them to operate successfully worldwide. Zara is observed to spend less than 0.5% of its total 
revenue on Information technology and the employees responsible for IT department are 0.5% of the total 
workforce. These are quite different from its competitors which concentrate on investing 2% of the total 

revenue on the above-mentioned department. Zara concentrates in utilizing the human intelligence for 
ensuring flow of information from the stores to the headquarters. 

Flexibility 
Flexibility is very important for any operating system in an organization. The system should be flexible 

enough to cope up with the changes that are taking place in the external world which have the power to 
affect the operation of the company. Zara employs flexible manufacturing system which has the strength 
to bear any changes that are made in the manufacturing process. The system has the potential to develop 

new clothes in the same operating system which helps them to reduce the cost of employing a separate 
manufacturing system. 

Cost 
The cost of production is always maintained to balance profit of an organization. The cost is balanced 
through the utilization of new techniques of manufacturing that will be helpful for the right production. 

Zara reduces cost by outsourcing 80% of the materials from Europe and not manufacturing themselves. 
The proximity of the production unit from the stores helps in saving the transportation cost. The company 

also concentrates on flexible placement of orders to its suppliers whenever it is needed. 
Conclusion 
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Zara through its unique manufacturing system has enhanced its performance capability over the years. The 

operational performances have helped the company to create a unique place in the retail industry by 
supplying customized as well as ready-made clothes. Zara has provided its customers with unlimited style 

and uncommon fashion which have become the fashion statement for the world. 
  
 
--  
KEERTHANA UMESH 
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Update for the Day #325 | Why are MNCs 
relocating from China??? 
 
 
I hope you are aware of this or not, But America has declared a Stiff trade war with the China since early 
2018, attempted to impose barriers and severe challenges in negotiating trade with the Dragon country. 
The US President Mr.Trump, in his election campaign declared that he shall fix China’s “Long time abuse 
of the broken international system and unfair practices”.  He even approached UN raising concerns on 
China’s violation of Intellectual property rights.   
Accusation of theft of intellectual property, technology and trade secrets 
Many countries and companies have accused Chinese spies and hackers of stealing technological and 
scientific secrets through the planting of software bugs and by infiltrating industries, institutions, and 
universities. China was also accused it benefited itself from stealing foreign designs, flouting of product 
copyrights and a two-speed patent system that discriminates against foreign firms with unreasonably 
longer times. 

Forced technology transfer from US companies to Chinese entities 
Chinese laws undermine intellectual property rights by forcing foreign companies to engage in joint 
ventures with Chinese companies, which then gives the Chinese companies access and permission to use, 
improve, copy or steal their technologies. However, China has its own story to tell that it has strengthen 
to protect the IPR. 
Adding to this, let’s consider in brief certain other factors from China which many MNCs are concerned 
of - 

a)       With Large foreign companies densely using technology, have set up their Manufacturing 
base in China, which has led to elevating corporate and trade taxes in China. Further, the Chinese 
FDI rules makes it difficult for MNCs to maintain trade secrets as they are forced under the 
Scheme of “JV” to share such business opportunities to Chinese Counterparts. 
b)      Local business houses in China, are posing a severe competition to these companies in 
terms of Cost and other resources. 
c)       With increase in cost of living in China, the Labor cost have been a major concern for 
these foreign MNCs in terms of providing employment locally. 
d)      Being technologically Advances, the Capital requirement are large, and stringent 
repatriation rules have been a major concern for the Foreign investors 
e)       Considering China, a land of tradition, the people of China are stick to the grounds by 
their traditions and have a deep sense of patriotism towards its own country. This implies that 
they would buy a Chinese product over any Non-Chinese product in the first instance. 

As a direct impact, MNC located in China are finding it difficult to maintain its global relationship with 
the world in terms of Business. The Asia Pacific market seems to be seconds away from hitting the 
PANIC button as the Trade war between the two countries continues to enrage. 
Even as Trump and Chinese President Xi Jinping meet this week to discuss trade tensions, companies in 
the US and China aren’t waiting to see if they call a detente. 
Companies with thousands of factories in China are now racing to relocate out of the mainland, which 
seemed the only practical solution to avoid losses from higher tariffs that could be in effect in a little 
more than a month. 
Earlier last week, Trump said it was “highly unlikely” that he would hold off on increasing the tariffs to 
25 per cent on January 1. 
As a result, many MNC corporates situated in China are planning to shift their operational base to the 
neighboring countries within Asia Pacific Region. 
Interestingly, INDIA being the most preferred country in terms of Growth, resource and expertise 
leading right behind the dragon country, seems to be the first choice for these MNCs. This seems to be 
an interesting opportunity for INDIA to Boost its GDP. 
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So, It’s a wait and watch situation, for both America and China, as well as India and other countries 
around the Globe as the Trade war unwinding further. 
 
 
   Chirag Solanki 
   Article Assistant 
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Update for the day #326 | Understanding Cash 
Pooling 
 
 
Cash Optimisation is a perennial challenge faced by treasurers all the time. When you have 183 bank 
accounts in 5 currencies spread over 30 entities, just finding out the total amount of cash you have at any 
point in time can be a headache. There is a better way of doing things – a better and more efficient way to 
manage your cash stored in 183 bank accounts in 5 currencies over 30 entities. It is the concept of cash 
pooling (There are other methods of improving your cash management like in-house bank, but it won’t be 
discussed here). 
 
Cash pooling is a very common way adopted by large companies (with many entities globally) to improve 
their cash management, simplify their bank account structures and reduce overall bank transaction costs. 
As the name suggests, ‘cash pooling’ basically means pooling cash from different bank accounts into one 
single cash pool. 
The greatest advantage of pooling your cash together into a single cash pool is that you increase visibility 
and control over all your cash in different entities all around the world. Think about it If you don’t have 
visibility or control over your cash, how are you able to use cash at optimum efficiency? Centralizing your 
cash from all your entities will also allow you to better understand your cash and FX positions, i.e. how 
much cash do I have in currency A, B, C, D, etc.? Having the visibility and control over your cash will then 
allow you to think about improving your FX risk management and reducing the borrowing costs for your 
entities. 
 
Cash pooling has its benefits, but it is difficult, or sometimes even impossible to achieve 100% cash visibility 
Based on EY survey results ‘Reflecting on the future: a study of global corporate treasuries’, approximately 
one-third of treasury departments have daily visibility of more than 95% of cash in the company, and 
shockingly, about 10% have less than 50% visibility. 
Typically, there are two main types of cash pooling- Physical Cash Pool and Notional Cash Pool. 
 
 
Physical cash pooling 
As the name implies, physical cash pooling involves physical movement of cash (aka ‘sweeping’) from 
various bank sub-accounts into and out of a single central bank account (aka master or header account). 
The header account is usually under the name of the Group Treasury or Headquarters. 
There are different variations of a physical cash pool. 
Simplest form of physical cash pool is the zero-balancing pool. Under this method, at the end of each 
working day, the participant banks’ accounts will be zero, thus the name ‘zero-balancing’. Another common 
variation is target balancing or conditional balancing. Basically, it is the same as zero-balancing except that 
sub-accounts are not zeroed, but rather left with a target balance after the sweep. 
The main advantage of a physical pooling arrangement is that treasurers gain access to cash in all accounts. 
They can choose the best way to manage the surplus cash, e.g. investing in short-term deposits or money 
market funds. However, there are two main considerations for physical pooling. 
Consideration #1: Withholding Tax on Inter-company Loans 
The main thing to take note of for a physical cash pool is that the physical movement of cash are treated 
as inter-company loans between the entities. As such, withholding tax on loan interest will apply if the cash 
pooling is cross-border. 
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Consideration #2: High Transaction Costs from Cash Sweeps 
The second thing to consider is the transaction costs in physically sweeping cash between accounts, which 
can be substantial if number of transactions is large and cross-border transfers are involved. You will 
therefore need to negotiate well with your friendly bankers on the transaction costs if you decide to go 
ahead with the physical cash pool 
 
Notional pooling 
The second type of cash pool is the notional pool. Unlike physical pooling, there is no physical movement 
of cash for a notional cash pool. The bank basically offsets the debit and credit balances, and calculates the 
interest to be paid or charged on a net basis. (basically, the bank does the work for you). 
Remember that there is no physical movement of cash in the notional pool In other words, entities have 
full control over their bank balances and excess cash. 
The main issue with a notional cash pool is that banks typically require cross-guarantees in place for all cash 
pool participants, and full legal right of set-off over pool accounts. Basically, a cross-guarantee is a promise 
by an entity to cover any loss of funds from another entity. For example, if a cross-guarantee is signed 
between Tom, Dick and Harry, they will be liable to cover each other’s losses should any one of them 
becomes bankrupt  A cross-guarantee gives the bank assurance that it can reclaim funds from the Group, 
if an entity becomes insolvent. 
 
Why do banks require a cross-guarantee for notional pools? 
The reason why the cross-guarantees or set-off clause is required by banks is that a deficit balance in any 
of the sub-accounts will appear as an asset on the bank’s balance sheet. However, the bank does not earn 
interest on these assets (or deficits in the sub-accounts of the cash pools) as these are offset in the notional 
cash pools, and could be considered non-performing loans unless the bank has a right to offset. Therefore, 
banks will often require cross-guarantees to be signed by pool participants. 
The problem with cross-guarantees is that 
(1) they are costly to implement, especially if there are many different jurisdictions (think of all the legal 
costs), and (2) they may affect the entity’s ability to raise funds in the future. 
(Let’s say Tom signed a guarantee to cover Dick, who is always in debt and has poor credit rating. The bank 
will now consider Dick’s poor credit rating, and is less likely to lend Tom money in the future) 
 
IMPORTANT: Restrictions on Cash Pooling Structures in Different Jurisdictions 
If your company has entities in countries all over the world, you might be disappointed to hear that there 
are many restrictions with respect to notional and physical pooling in different countries. 
Central banks tend to be less receptive to the idea of notional cash pool, as compared to physical cash pool. 
Some of the countries that prohibit notional cash pool are Argentina, Brazil, Chile, India, Mexico, Sweden, 
Turkey and Venezuela. Physical cash pooling also has many restrictions in different jurisdictions too. For 
example, some jurisdictions like India has exchange controls and restrict cross-border physical pooling. 
  
The MILLION Dollar Question: Physical pool or Notional Pool? 
You should consider both physical and notional pools, depending on your requirements, jurisdictions 
(where your entities lie) and cost of pooling. Most big MNCs will use a hybrid of both to create a global 
cross-border cash pool. 
It is very difficult to create a global cash pool that covers 100% of all cash. The best way to start is to think 
of some of these questions before diving into the cash pool 
– I have 5 different currencies. Which currencies do I want to pool? 
– I have 183 bank accounts. Which banks do I want to use for my cash pool? 
– I have cash in 30 countries. Is physical pooling or notional pooling allowed in the countries? 
As you think through these questions, always look back at your objectives of doing a cash pool. Is your 
objective to have greater visibility and control over all your cash? Is your purpose of the cash pool to 
centralize management of cash globally? Do you want a multi-currency cash pool or individual cash pools 
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in different currencies? The answers to these questions drive you to the right method of cash pool to achieve 
the objectives of the group as a whole. 
 
 
 
 
 
Deeksha A 
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Update for the day #327 | Hostile takeover 
 
A hostile takeover is the acquisition of one company (called the target company) by another (called the 
acquirer) that is accomplished by going directly to the company's shareholders or fighting to replace 
management to get the acquisition approved. A hostile takeover can be accomplished through either a 
tender offer or a proxy fight. (A proxy fight is the action of a group of shareholders joining forces, in a 
bid to gather enough shareholder proxies to win a corporate vote) 
 
The key characteristic of a hostile takeover is that the target company's management does not want the 
deal to go through. Sometimes a company's management will defend against unwanted hostile takeovers 
by using several controversial strategies, such as the poison pill, the crown-jewel defense, a golden 
parachute or the Pac-Man defense which are explained below.  
 
Example of a Hostile Takeover 
For example, Company A is looking to pursue a corporate-level strategy and expand into a new 
geographical market. 
Company A approaches Company B with a bid offer to purchase the company. 
The board of directors of Company B concludes that this would not be in the best interest of 
shareholders in Company B and rejects the bid offer. 
Despite seeing the bid offer denied, Company A continues to push for an attempted acquisition of 
Company B. 
In the scenario above, despite the rejection of its bid, Company A is still attempting an acquisition of 
Company B. Therefore, this situation would be referred to as a hostile takeover attempt. 
 
Breaking down Hostile Takeover 
A hostile takeover bid occurs when an entity attempts to take control of a firm without the consent or 
cooperation of the target company's board of directors. In lieu of the target company's board approval, 
the would-be acquirer may then issue a tender offer, employ a proxy fight or attempt to buy the necessary 
company stock in the open market. To deter the unwanted takeover, the target company's management 
may have preemptive defenses in place, or it may employ reactive defenses to fight back. 
 
Preemptive Defenses 
To protect against hostile takeovers, a company can establish stocks with differential voting rights (DVR), 
where a stock with less voting rights pays a higher dividend. This makes shares with a lower voting power 
an attractive investment, while making it more difficult to generate the votes needed for a hostile takeover 
if management owns a large enough portion of shares with more voting power. Another defense is to 
establish an employee stock ownership program (ESOP), which is a tax-qualified plan in which employees 
own substantial interest in the company. Employees may be more likely to vote with management, which 
is why this can be a successful defense. In a crown jewel defense, a provision of the company's bylaws 
requires the sale of the most valuable assets if there is a hostile takeover, thereby making it less attractive 
as a takeover opportunity. 
  
Reactive Defenses 
Officially known as a shareholder rights plan, a poison pill defense allows existing shareholders to buy 
newly issued stock at a discount if one shareholder has bought more than a stipulated percentage of the 
stock; the buyer who triggered the defense is excluded from the discount. The term is often used broadly 
to include a range of defences, including issuing both additional debt to make the target less attractive and 
stock options to employees that vest upon a merger. 
 
A people pill provides for the resignation of key personnel in the case of a hostile takeover, while the Pac-
Man defence has the target company aggressively buy stock in the company attempting the takeover. 
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Hostile Takeovers Through Tender Offers and Proxy Fights 
When a company, an investor or a group of investors makes a tender offer to purchase the shares of 
another company at a premium above the current market value, the board of directors might reject the 
offer. The acquiring company can take that offer directly to the shareholders, who may choose to accept 
it if it is at a sufficient premium to market value or if they are unhappy with current management. The 
sale of the stock only takes place if a sufficient number of stockholders, usually a majority, agree to accept 
the offer. The Williams Act of 1968 regulates tender offers and requires the disclosure of all cash tender 
offers. 
In a proxy fight, opposing groups of stockholders persuade other stockholders to allow them to use their 
shares' proxy votes. If a company that makes a hostile takeover bid acquires enough proxies, it can use 
them to vote to accept the offer. 
 
Examples of few takeovers: 
1.In 1998, India Cements Limited (ICL) made a hostile bid for Raasi Cements Limited (RCL) with an 
open offer for RCL shares at Rs 300 apiece at a time when the share price on the BSE was Rs 100. 
 
2.Larsen and Toubro (L&T) signing a deal with Cafe Coffee Day founder V.G. Siddhartha to buy 20.4 

per cent stake in leading services firm Mindtree at ₹981 per share for about ₹3,300 crore, in a bid to 
acquire the firm. 
 
3.London-based industrialist Swaraj Paul sought to control the management of two Indian companies -- 
Escorts Limited and Delhi Cloth Mills (DCM) Limited -- by picking up their shares from the stock 
market. 
 
 
 
Rekha .A  
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Update for the day #328 | Success story of Amul 
 
 
‘Where there is unity, there is always victory.’ 
Proving the validity of the above-mentioned quote is a company that changed the entire milk 
procurement process and spurred the White Revolution in India. 
A company that was founded by a few farmers, gradually became the biggest brand in the nation. A brand 
that not only changed the lives of many poor farmers but also took our nation to new heights. This is the 
story of a brand that grew from being an infinitesimal firm to a huge brand – ‘Amul –The Taste of India.’ 
Amul was founded in 1946 in Anand, Gujarat with a mission to stop the exploitation of the farmers by 
middlemen. Amul is managed by the Gujarat Co-operative Milk Marketing Federation Ltd. (GCMMF), 
which is jointly owned by more than 3.6 million milk producers of Gujarat. Amul spurred the White 
Revolution in India, which placed India at the top of milk producing nations. The Amul corporation was 
created by Dr Verghese Kurien, who is also known as the Father of the White Revolution in India. More 
than 15 million milk producers pour milk in 144500 dairy cooperative societies across the country. Amul 
is present in over 50 countries, and in India alone has more than 7200 exclusive parlours. In 1999, Amul 
was awarded the “Best of All” Rajiv Gandhi National Quality Award“ for maintaining the utmost level of 
quality in its plants. Amul has been awarded the Guinness World Record for the longest running 
advertisement campaign. 
What started with only a few farmers producing 247 litres of milk grew into a fully-fledged organisation 
with more than 3.6 million milk producers producing around 14.85 million litres per day. 
Key Success Factors – 
1. The Amul Girl (The Amul Advertising Campaign) 
The Amul girl is the advertising mascot used by the company to promote the brand. The brand has been 
cleverly using the cartoon figure in its longest running ad campaign, to instill an element of humour into 
its print ads. The content is liked by the people and results in better customer engagement. This increases 
the brand recall value for Amul. Hence, the Amul girl advertising campaign is often described as one of 
the best Indian advertising concepts.  The ads have witty one-liners which capture the relevant events that 
have caught the fancy of the nation. Such advertisements are related to sports, politics, technologies, 
movies, education system. 
2. Innovation 
Amul has constantly been innovating – be it launching new products, creative marketing campaigns or 
challenging traditional societal trends to come up with better ones. 
In the 1960’s, Amul became the first brand in the world to make skimmed milk powder from buffalo 
milk. Also, with its three-tiered cooperative structure, Amul changed from traditional operations to a 
more cost-efficient and effective structure. 
For its continuous innovation, the brand won the “CNN-IBN Innovating for Better Tomorrow 
Award” and “World Dairy Innovation Award” in the year 2014. 
3. Strong Brand 
Amul follows the Branded House Architecture way, wherein whatever they promote; they promote it 
under one common brand name – Amul. The prime focus is on promoting the parent brand rather than 
individual products which helps them gain more brand visibility and results in lesser marketing and 
advertising costs. 
4. Efficient Supply chain 
Amul follows a three-tier cooperative structure which consists of a dairy cooperative society at the village 
level that is affiliated with milk unions at the district level which in turn is federated to a milk federation at 
the state level. Milk is collected at the village dairy society, procured and processed at the district milk 
union and marketed at the state milk federation. 
The greatness of this model lies in the fact that Amul was the first company to follow this model, and it 
was replicated all over the country under Operation Flood in the 1970’s. The model ensures that there’s 
efficiency and swiftness in operations. 
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The Amul model has helped India become the largest milk producer in the world. 
5. Diverse Portfolio of Products 
With its diversified product portfolio, Amul has been able to cater to the needs of all the segments. From 
kids to teenagers, men to women, calorie conscious to health conscious, the company has ensured that it 
launches products for every segment. Providing value and benefits to its target segment, Amul has been 
able to build a strong brand association with its customers over the years. 
6. Quality and value for money 
Amul has always lived up to the expectations of the customers in terms of quality and value for money. With 
the great success and with humongous growth of Amul the quality of its product has remain 
consistent. They have established many cold storages, safe warehouses, special transportation vehicles, 
etc. These elements determine the consciousness of Amul that they are concerned about the quality of the 
products till it reach to the consumers’ hand. Amul adopted a low-cost price strategy to make its products. 
Affordable, attractive and quality products to consumers by guaranteeing them value for money. 
 
Conclusion 
Today, the brand has enabled farmers to be entrepreneurs and earn their own living. The whole 
process is transparent has ensured that there is no exploitation. 
The Amul brand has proved that it is not just a product but a movement that represents the economic 
freedom of farmers. The brand has given farmers the courage to dream, to hope and to live. 
 
 
NIKITHA.M.A 
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Update for the day #329 | Social Security for 
International Workers 
 
 
Should ESI and PF be deducted for foreign nations working in India and for an Indian Employees working 
abroad?? Read further to know…. 
India, having a large workforce pool, sees a substantial relocation of human resources to foreign lands for 
work. It was noticed that such migratory workforce, working in various countries, was mandatorily required 
to contribute towards social security funds of the host countries; but these contributions were lost as 
benefits in case of return to homeland and were also not payable before completion of a minimum 
qualifying period. 
Therefore, in order to protect interests of the such migrant workforce, the Government of India (GoI) 
entered into Social Security Agreements (SSAs) with certain countries in order to put in place exemption 
from mandatory social security contribution in the country of deployment/working which was leading to 
double contribution and also to enable the benefits of contribution made abroad to be received by way of 
totalization and payable to the workforce even in case of return to India. 
Likewise, there was also a large contingent of foreign nationals who were working in India but there was 
ambiguity regarding their contribution to the social security fund here. 
Foreign nationals were brought under the purview of the Employees Provident Funds and Miscellaneous 
Provisions Act, 1952 (the "EPF Act") in October 2008. Originally, the EPF Act was applicable only to 
Domestic Indian workers. The Government of India, in 2008, broadened the scope of the Act, to include 
within its purview specific categories of Indian employees working outside India and non-Indian employees 
working for an establishment in India whether employed by a foreign company or a business domiciled in 
India. It is to be noted that the requirements apply to both the Employee Provident Fund (EPF) and 
Employee Pension Scheme (EPS), for both contributions and withdrawals. 
Consequently, in order to implement the bilateral SSAs, enabling provisions were inserted in the form 
of Para 83 of the Employees' Provident Fund Scheme 1952 (the 'Scheme') and Para 43-A of the Employees' 
Pension Scheme 1995 (the 'Pension Scheme'), which came into effect from October 01, 2008 by introducing 
the concept of “International Worker” (IW). If there is a SSA between two countries, the rules regarding 
provident fund (PF) of International Worker are determined as per the provisions of the relevant SSA. In 
respect of those countries with which India has not entered into any SSA, the PF provisions are governed 
by the EPF Act and the Scheme. 
Definition of “International Worker” as given in Para 83 of the Employees' Provident Fund Scheme 1952 
and Para 43-A of the Employees' Pension Scheme 1995 is as follows; 

a.  an Indian employee having worked or going to work in a foreign country with which India has 

entered into a social security agreement and being eligible to avail the benefits under a social security 

programme of that country, by virtue of the eligibility gained or going to gain, under the said 

agreement; 

b.  an employee other than an Indian employee, holding other than an Indian passport, working 

for an establishment in India ,to which the Act applies; 
Provided that the worker who is a Nepalese national on account of Treaty of Peace and Friendship 
of 1950 and the worker who is a Bhutanese national on account of India-Bhutan Friendship Treaty 
of 2007, shall be deemed to be an Indian worker. 
 

Going by the plain reading of the definition of IW, all international workers in an establishment who come 
under the purview of the EPF Act must become members of the Employees' Provident Fund Organization 
(EPFO). 
However, an Indian national working in a country which has a social security agreement with India and 
who obtains a certificate of coverage (COC) from the EPFO is exempted from contributing towards the 
social security programme of that country. 
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Also, an International Worker, who is a foreign national acting as an expatriate and who contributes to a 
social security programme of his/ her country of origin, either as a citizen or resident, with whom India has 
entered into a social security agreement is exempted from the purview of the EPF Act.   
Withdrawal benefits for IWs  
The claims of the IWs could earlier be settled only in their Indian bank accounts but they now be settled in 
the international bank accounts of such workers if the IWs are coming from countries with which India 
has a SSA. 
The circular is silent about IWs from non-SSA countries. 
List of Operating SSAs 

 1.     Belgium 
 2.     Germany 
 3.     Switzerland 
 4.     Grand Duchy of Luxembourg 
 5.     France 
 6.     Denmark 
 7.     Republic of Korea 
 8.     Netherlands 
 9.     Hungary 
10.    Finland 
11.    Sweden 
12.    Czech Republic 
13.    Norway 
14.    Austria 
15.    Canada 
16.    Australia 
17.    Japan 
18.    Portugal 

Namratha LR 
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Update for the day #330 | Interesting Facts about 
Human Body 
 
 
“Good health is not something we can buy. However, it can be an extremely valuable savings account” 
 
 
Let's learn about some interesting facts about the human body  

1. The average human body contains enough sulphur to kill all the fleas on the average dog, 

enough carbon to make 900 pencils, enough potassium to fire a toy cannon, enough fat to 

make seven bars of soap and enough water to fill a 50-litre barrel. 

2.  A feeling of thirst occurs when water loss is equal to 1% of your body weight. The loss of 

more than 5% can cause fainting, and more than 10% causes death from dehydration. 

3. Right-handed people live, on average, nine years longer than left-handed people. 

4.  50,000 cells in your body died and were replaced by new ones while you were reading this 

sentence. 

5. You can lose 150 calories per hour if you hit your head against the wall. 

6. A person who smokes a pack of cigarettes a day is doing the equivalent of drinking half a cup 

of tar a year. 

7.  The strongest muscle in the human body is the tongue. 

8. Your right lung can take in more air than your left. 

9.  A person burns more calories when they are asleep than when they watch TV. 

10. Our eyes remain the same size as they were at birth, but our nose and ears never stop growing. 

11. The retinas inside the eye cover about 650 square mm and contain 137 million light-sensitive 

cells: 130 million are for black and white vision and 7 million are for helping you see in colour. 

12. When you blush, the inside of your stomach does too. 
13. When listening to music, your heartbeat will sync with the rhythm.      

 
 
Main cause of death : As per the Morality and global health estimates report of World Health 
organization (2006), Ischemic heart disease, stroke, chronic obstructive lung disease and lower respiratory 
infections have remained the top killers during the past decade. Diabetes cause 1.6 million (2.8%) deaths 
in 2015.  
 
 
So, the most affected parts in our body in the recent past are no doubt, our Heart and Lungs.  
 
 
How to protect ourselves ?  There are the things you can do to reduce the chances of getting the above 
- mentioned diseases : 
 

1. Keep your blood pressure low  

2. Keep your cholesterol and triglyceride under control 

3. Stay at healthy weight 

4. Eat healthy diet 

5. Get regular exercise  
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6. Limit alcohol 

7. If you are a smoker, STOP smoking ; If you don't smoke, DO NOT Start  

 
Vidyashree Madhyastha 
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