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PREFACE

SARTHI CAPITAL ADVISORS PRIVATE LIMITED

Best wishes for the New Vikram Samwat 2070. The festive season
ends and the start of the busy session begin.

The new government has started their expected action to probe on
black money issue by submitting the list of foreign account
holders. The domestic inflation rests and all eyes are on RBI for the
reactions with cutting the domestic interest rates. The new MSME
policy also has been notified. Maharashtra gets its new Chief
Minister with lot of hopes and expectations.

Internationally crude prices fell and gold too touched lowest
prices in last four years. U.S. economy grows at steady clip. The
gross domestic production of United States grew at an annual rate
of 3.5%, Is this the end of the long period of economic malaise that
has atfected the world economy from 20077 Or is this just another
illusionary signal? Indian capital markets are touching new highs
and as usual many investors are feeling left out.

In this issue of 5-Cap, we bring to you the new notification by SEBI
on ESOPs, Do’s and Don'ts for having foreign bank accounts, true
cost of compliance and a guest article by Mr. Dheeraj Singh on
RBI's trilemma on Interest Rates.

We at Sarthi, are committed to the SMEs in India to support in the
capital markets as a Merchant Banker for the growth of their
business.

Regards,

- Deepak Sharma
Group Managing Director
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Introduction

In its business sense, "compliance” refers to a company
meeting its legal obligations, often to protect the regulatory
action, health, safety and welfare of others. To put it aptly
and simply the perfect example of it is obtaining Shop &
Establishment Licence for opening up of office or payvment of
taxes. But in current times the ambit of laws is very large and
it is not limited to traditional compliance limited to only
taxation. Compliance issues become more complex as your
business grows. You will have expanded responsibilities
regarding your workers, covering hiring, firing,
discrimination, harassment, safety, wages, payroll and
benefits and the list goes on. The way you make and sell your
product and service might fall under the auspices of a
government agency, such as a restaurant needing o meet

health department guidelines.

The most obvious consequence of compliance is that it
decreases your risk of fines, penalties, work stoppages,
lawsuits or a shutdown of your business. Butin today's time
the phrase Compliance is not only related to regulatory
Compliances but also used as Control tool of the
Management to check the process and procedures adopted
by it. Failing to meet your legal obligations, such as in your
manufacturing procedures or adverﬁsing methods, can also

help someone suing you strengthen his case.

In today's time with the advent of Laws like Competition
Act, Environment Laws, Class Action Suits, Insider Trading,

True Cost Of

Compliance

Consumer Laws , it is very daunting task for any
Corporation not to take Compliance on priority. Following
table demonstrates how costly Non Compliance can be -

e A

SNo.  Am ool
Competition Act DLF é’ﬂ[l Crs

Capital Markets Takshee] Solutions 76 Crs
Environment Adani Group 200 Crs

5 Reserve Bank of India E’:;Eﬁ 2 50 Crs

Is Compliance a Cost Centre or a Profit Centre?

In current Hmes ,it is very organic for any business to
operate out of numerous geographies not only domestic but
also globally and thus it may sound natural for many
companies to view compliance programs as a headache
something they're required to invest time and money in, but
which produces little value addition. But contrary to this
view, global studies have shown that opposite is the case.
Investing in strong compliance programs saves money in the
long run and more importantly reputation. When business
opportunities are scarce, no entity wants the risk of
misconduct or non-compliance because it is severely dents
the reputation. Thus, continuing vigilance by company in
form of mandatory disclosures are far less painful and costly
than undetected corporate wrongdoing, which can literally
destroy a Company. Thus, it should be asked whether the

code supported by meaningful policies, procedures,
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standards and guidance on specific requirements and
conduct are adequate or are routine internal audits or risk
assessments performed. Besides this high-risk subject
areas should be identified and Compliance plans should

be developed to mitigate such high-risk areas

: rpo“ srat:
in a successful
corporate

ey
L

compliance
program

Expectations
Obligations
Objectives

Standards

Law

Procedure

Process

=

Quality Information

Improved effectiveness
Protected reputation

Cost Reduction

Optimum Respnume Utilization |

Compliance can be, and should be, viewed as a
legitimate business enablement tool. Working
with the other functional areas of the business,
compliance departments can help to identify
potential regulatory risks and prevent unforeseen
costs, such as assessments, fines and penalties. It

can also help manage costs by avoiding expensive

re-designs to new products in order to achieve

oz
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compliance. In some cases, rare though they may
be, compliance can actually help drive innovation.
The overarching point here is that compliance
need not be a resource drain, as it is often
portrayed, but can be a vital and contributing

factor in a companies ultimate success.

By adopting integrated approach to governance,
risk, and compliance, compliance professionals
can assist management in making the critical
connection between strong compliance processes
and tangible business results in areas as wide
ranging as revenue enhancement, reputation and
brand protection, customer attraction and
retention, higher profitability /lower costs,
improved workforce performance, asset
pratection, and so on. In other words, many of the
key attributes of an effectively run business! By
keeping in mind what is important to the business
bottom line, it is possible to build a more
compelling a case for integrated governance, risk,
and compliance as a valuable enabler of the
corporate strategy. ldentifying the optimal
marriage of compliance and operational goals

requires an intelligent connection, integration,

and harmonization of the key activities that
produce bottom line operational results. This
involves gaining an understanding of current-
state costs, locating redundancies, and identifying
gaps and unnecessary complexities. Having this
fundamental understanding of the business can
enable compliance professionals to play a crucial
role. Organizations need to anticipate how
changing threats will affect their ability to comply
with external, internal and contractual demands,
the report said. The implication for an
organization that does not manage compliance
risks with the right integrated and holistic
response to data
security and related
compliance
challenges are a
decrease in revenue
that results from both
the loss of customer

trust and |ﬂ}’a|i}-’ and

the inability to deliver Rishikesh Vyas
services and Associate Director
products. Sarthi Capital

SARTHI CAPITAL ADVISORS PRIVATE LIMITED



Share Based Employee Benefits
(SEBI) Regulations,2014

Introduction

The Financial year 2014-2015 is the year of change especially
in the field of Corporate Laws. After the coming into effect of
much awaited Companies Act, 2013, in coming days, new
Insider Trading Code and revamped Listing Agreement is
expected to come into force. In the mid of these changes the
Capital market regulator Securities Exchange Board of India
(SEBI) has unveiled new set of regulations on Employee
Stock Option Plan (ESOP) in the name and style of Share
Based Employee Benefits (SBEB) Regulations,2014. The said
regulations have been notified and comes into effect from
October 28, 2014. Emplovee stock options (ESOP) are a
practice followed world over and the market regulator has
outlined certain safeguards to improve the governance and
transparency of the schemes and also address concerns
regarding potential market abuse. In this very dynamic era,
most of the organisations are faced with a persistent
challenge of attracting and retaining talented employees.
Equity based compensation or stock based incentive
schemes are widely used by the organisations in India and
across the globe for their perceived benefits to both employer
and emplovees in the long run.

The SEBI Guidelines were silent on the acquisition of shares
of the company from the secondary market. As a result, some
listed companies were framing their own employee stock
based incentive schemes wherein trusts were set up to deal
in their own shares through the secondary market
acquisitions and this was not really envisaged by the SEBI
Regulations,

In order to address this concern, SEBI prohibited the listed
companies from framing any employee stock based
incentive scheme involving acquisition of own securities
from the secondary market. Such a prohibition was not in
line with the internationally accepted practice and
accordingly, there was a clear need to review the prohibition

SARTHI CAPITAL ADVISORS PRIVATE LIMITED
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of secondary market acquisitions of shares by the trusts,
subject to necessary safeguards.
Vital Changes brought in by the new Share based

employee benefits are -

1. The force of the New Regulations is on the conditions
under which the share based schemes can be
implemented thmugh atrust.

2.  TheNew Regulations cover the fﬂllowing -

a. EmployeeStock Option Plan (ESOP)

b. EmployeeStock Option Scheme (ESOS)
c.  Stock Appreciation Rights Scheme (SARS)
d. General Employee Benefits Scheme (GEBS)

e. Retirement Benefit Scheme (RBS).

0

The flexibility has been given to the Companies to
implement the scheme either directly or by an
irrevocable trust. If the scheme involves secondary
acquisition and / or gift, then it is mandatory for the
company to implement such scheme through a trust and
such an implementation has to be decided upfront at the
time of taking shareholders' approval for setting up the
acheme,

4. Itis upon the Company to implement several schemes,

as permitted under the New Regulations, through a
single trust, provided it maintains proper books of
accounts for each scheme to give a true and fair view of
the state of affairs of each scheme.

5. The trust deed and any modifications thereto is
mandatorily to be filed with the stock exchanges in
India where the company's shares are listed.

6. In the course of time SEBI may specify the minimum
provisions to be included in the trust deed.

7. A Director, Key .\'lana.geridl Personnel (KMP) or
promoter of the Company or its Holding, Subsidiary or

04
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Associate company or any relative of such person; or a

10.

11.

12,

13.

14.

person who bEl‘tEficiﬂ]l}’ holds 10 per cent or more of
the paidup share capital of the company cannot be
appointed as a trustee.

The trustees of such trust shall not vote in respect of
the shares held by such trust.

The trustees should ensure appropriate approval
from the shareholders in order to implement the
scheme and undertake secnndar}r acquisition further
the trust shall not deal in derivatives and shall
undertake only delivery based transactions for the

purpose of secondary acquisitions.

The shareholding of the trust shall be shown in the
category of non - promoter and non-public
shareholding for disclosure purpose to the stock

exchange.

There is a cap on secondary acquisition in a financial
year by the trust shall not exceed 2 per cent of the paid
up equity capital as at the end of the previous financial
Vear.

The total number of shares under secondary
acquisition held by the trust {including multiple trusts
and schemes, if any) shall not exceed the prescribed
limits as at the end of the financial year immediately
prior to the year in which the shareholder approval is
obtained for the secondary acquisition.

The un-appropriated inventory of shares which are
not backed by grants, acquired through secondary
acquisition by the trust under the New Regulations,
shall be appropriated within a reasonable period
which shall not extend beynnd the end of the
subsequent financial year. If such trust existing as on
the date of
not able to appropriate the unappropriated inventory

notification of the New Regulations is

within one year of such notification, the same shall be
disclosed to the stock exchange at the end of such
period and then the same shall be sold on the
recognized stock exchange where shares of the
company are listed, within a period of five years from
the date of notification.

The trust shall be required to hold the shares acquired
through secondary acquisition for a minimum period
of six months except under specified circumstances.

5. The trust can undertake off-market transfer of shares

only under the failﬂwing circumstances:
a. transfer to the employees pursuant to the scheme;

b. when participating inanopen offer

participating in buy-back, delisting or any other exit
offered by the company generally toits shareholders.

16. The conditions in respect to pricing, vesting, lock-in

etc. as provided in the erstwhile ESOP guidelines have
been retained. However, certain key changes are as
highlighted below:

a. Independent directors - Independent directors
have been excluded from the category of eligible
employees to whom share based employee
benefits can be granted. This is in conformity with
the Companies Act, 2013.

b. Composition of compensation committee - The
compensation committee shall be constituted as
provided under the Companies Act 2013 ie. it
shall consist of three or more non-executive
directors, out of which not less than half shall be
independent directors.

c. Terms of scheme - The company shall be entitled
to vary the terms of the scheme to meet any
regulatory requirements. In case of winding up of
the schemes, the excess money or shares
remaining with the trust after meeting all the
obligations shall be utilised for repayment of loan
or by way of distribution to employees, as
recommended by the compensation committee.

d. Conditions for new schemes - For the GEBS and
RBS, the shares of the company or shares of its
listed holding company shall not exceed 10 % of
the book value or market value or fair value of the
total assets of the scheme, whichever is lower, as
appearing in its latest balance sheet for the
purpose of such schemes.

e. Toensure asmooth transition for complying with
the new regulatory framework, the existing
employee benefit schemes have been provided
with a time period of one year from the date of
notification. Alsoalonger transition period of five
years from the date of notification has been
provided for the following:

* Re-classifying shareholding of existing
employee benefit schemes separately
from 'promoter' and 'public’ category.

+ DBringing down the trust's holding in
shares within the permissible limits.

* For GEBS or RBS, reducing trust's share
component to 10 per cent of the total
assets of the trust.

*+  Miscellaneous provisions added:

SARTHI CAPITAL ADVISORS PRIVATE LIMITED



(Concluséon
The biggest sigh of relief for the listed companies is that
these regulations permit the listed companies to set up a
trust to administer the employee stock based incentive
schemes and purchase shares of the company from the
secondary market subject to adequate safeguards.
Secondary market purchases avoid dilution of share

capital of the company and do not impact the value of the
existing shares. This will help the listed companies who

Articles

want to provide stock benefit to the employees yet do not
want a dilution of their share capital. While providing this
relief, SEBI has provided very strict compliance
requirements to ensure that there is no misuse of the
regulations. It aims at facilitating smooth operation of
employee benefit schemes, while preventing any possible
secondary market unfair practices. It may become
essential for the listed companies to revisit their ESOP and
other equity-linked schemes and ensure that they are in
line with the New Regulations, within the transition
period. Listed companies which have such schemes
dealing with shares are required to review the existing
schemes and align the same with the new regulations
within one year from the date of its applicability.
Additionally, listed companies who are proposing to
implement such schemes should also ensure compliance
with these regulations. Unlisted companies proposing to
gao in for Initial Public Offering would also need to ensure
compliance with these regulations in certain situations.

- Rishikesh Vyas

First e-commerce start up, JLA Infraville Shoppers, IPO
oversubscribed more than 2.5 times on
BSE-SME Platform.

Sarthi Capital Advisors Pvt Ltd
was the Lead Manager to the issue.

INFRAVILLE:

The IPO of JLA Infraville Shoppers Ltd, which was open from October 16-27, 2014 witnessed a very good

response from the public. The subscription for the IPO was INR 5.06 cr (provisional) whereas the issue size

was INR 2 crs with over 275 applications.

This is so far the biggest oversubscription for SME IO on BSE SME Exchange.

JLA Infraville was incorporated on October (19, 2013 for online trading and retailing of range of products

including fabrics, clothing, furnishings, electronics and computers and its accessories, surgical

instruments and Hearing Aid Accessories. They have been expanding their product range and have

moved up the value chain by identifying new opportunities and diversifying their product portfolio.

SARTHI CAPITAL ADVISORS PRIVATE LIMITED
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Directors

In the New Era of Companies Act, 2013

The Companies Act, 20113 introduces significant changes in
the provisions relating to Directors, their Appointment and
Qualification. The changes in the 2013 Act have far-reaching
implications that are set to significantly change the manner
inwhich corporates operate in India.

The provisions of section 149 of the companies act, 2013
provides for the appointment and qualification of directors.
Every company shall have a Board of directors consisting of
individuals as directors.

“Director” means a director appointed to the Board of a
company.

“Board af Dvirectors” or “Board” in relation to a company,
means the collective bud}-‘ of the directors of the company.

NUMBER OF DIRECTORS

* A public company shall have a minimum of three
directors;

* A private company shall have a minimum of twe
directors; and

*  One person company shall have one director.

A company can have a maximum up to fifteen directors.
Provided that a company may appoint more than tifteen
directors after passing a special resolution.

TYPES OFDIRECTOR
Managing Director

Managing Director means a director who, by virtue of the
articles of a com pany or an agreement with the company ora
resolution passed in its general meeting, or by its Board of
directors, is entrusted with substantial powers of
management of the affairs of the company and includes a
director occupying the position of managing director, by
whatever name called.

Whaole Time Director

A whole time director includes a director in the whole time
employment of the com pany.

Nominee Director

The Board may appoint director nominated by any
institution in pursuance of any law or of any agreement or by
the Central Government or the State Government by virtue
of its shareholding in a Government company.

Additional Dvirector

The articles of a company may confer on its Board of
directors the power to appoint any person, other than a
person who fails to get appointed as a director in a general
meeting, as an additional director who shall hold the office
up to the date of next annual general meeting or the last date
on which the annual general meeting should have been held,
whichever is earlier.

Alternate Director

The Board of directors of a company may, if so authorized by
its articles or by a resolution passed by the company in
general meeting, appoint a person not being a person
holding any alternate directorship for any other director in
the company, to act as an alternate director for a director
during his absence fora period of not less than three months
from India.

An alternate director shall not hold office for a period longer
than that permissible to the director in whose place he has
been appointed and shall vacate the office if and when the
director in whose place he has been appointed returns to
India.

Only an independent director can be appointed as alternate
director to an independent director.

Dvirectors appointed in casual vacancy

In case of a Public company, if the office of any director
appointed by the company in general meeting is vacated
before his term of office expires in the normal course, the
resulting casual vacancy may be filled by the Board of
directors at a Board meeting. However, such Director
appointed in casual vacancy shall hold office only upto the
date which the original Director should have held.

Independent Divector

An Independent director in relation to a company, means a
director other than a managing director or a whole time
director or a nominee director.

The companies act, 2013 prnvides that every listed public
company shall have at least one-third of the total number of
directors as independent directors and the Central
Government may prescribe the minimum number of
independent directors in case of any class or classes of public
companies.

In addition to this, the Companies ( Appointment and

SARTHI CAPITAL ADVISORS PRIVATE LIMITED



Cualification of Directors) Rules, 2014 provide that the
following class or classes of companies shall have at least two
independent directors:

*  Public company having paid up share capital of Rs. 10

Crore or more;

*  Public company having turnover of Rs. 100 crore or
more;

*=  Public company having outstanding loans, debentures
and deposits and deposits in aggregate exceeding 50
crore

However, as per Clause 49 of the listing agreement there
should be an optimum combination of executive and non-
executive directors with not less than fifty percent of the
board of directors comprising of non-executive directors.
Also where the Chairman of the Board is a non-executive
director, at least one-third of the Board should comprise of
independent directors and in case he is an executive director,
at least half of the Board should comprise of independent
directors.

Provided that where the regular non-executive Chairman is
a promoter of the company or is related to any promoter or
person occupying management positions at the Board level
or at one level below the Board, at least one-half of the Board
of the company shall consist of in dependent directors.

Tenure: An Independent director shall hold office for a term
up to five consecutive years, but shall be eligible for re-
appointment on passing of a special resolution. He shall not
hold office for two consecutive terms but shall be eligible for
re-appointment after the expiration of three years of ceasing
to become an independent director provided during such
period of three yvears he should not be associated with the
company inany other capacity directly orindirectly.

Compliance: The company and independent director shall
abide by the provisions specified in Schedule IV i.e. Code for
Independent Directors. The code provides the guidelines for
professional conduct of independent directors, their roles
and functions, their duties ete.

As per the Schedule:

* Re-appointment: The re-appointment of independent
director shall be on the basis of report of performance
valuation and the performance evaluation shall be done
by the entire Board of Directors.

*  Separate Meetings: The independent directors of the
company shall hold at least one meeting in a year,
without the attendance of non-independent directors
and members of management.

= Appointment: The appointment of independent
directors of the company shall be approved at the
meeting of the shareholders. An explanatory statement

SARTHI CAPITAL ADVISORS PRIVATE LIMITED
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annexed to the notice, shall include a statement that in
the opinion of Board he fulfills the condition for such an
appointment.

*=  Resignation or Removal: An independent director who
resigns or is removed from the Board of the Company
shall be replaced by a new independent director withina
period of not more than one hundred and eighty days
from the date of such resignation or removal as the case
may be.

APPOINTMENT OF DIRECTORS

Where no provision is made in the articles of a company for

the appointment of the first director, the subscribers to the
memorandum who are individuals shall be deemed to be the
first directors until the directors are duly appointed,

Mo person shall be appointed as a director until he has been
allotted the Director Identification Number and shall furnish
the same along with a declaration that he is not disqualified
to become a director.

He is also required to give his consent to hold the office as
director and the same shall be filed with the registrar within
thirty days of his appointment.

Where an independent divector is to be appointed in the
general meeting, an explanatory statement annexed to the
notice, shall include a statement that in the opinion of Board
he fulfills the condition for such an appointment.

Proportion of divectors liable to retive by rotation

Where the articles do not provide for the retirement of all the
directors liable to retire by rotation, then at least two-third of
the total number of directors of a public company, shall be
liable to retire by rotation at every annual general meeting
and the remaining directors shall be appointed by the
company in general meeting,

It is to be clarified that “total number of directors™ shall not
include independent directors.

Number af directors who would retire at the first and
subsequent annual general meeting
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Two-third directors shall be liable to retire by rotation, and of
this one-third shall retire at the first annual general meeting
and at every subsequent annual general meeting. The
directors to retire by rotation at every annual general
meeting shall be those who have been longest in office since
their last appointment. However those who became
directors on the same day, retirement shall be subject to an
agreement between them and if no such agreement exists
then by lot.

Re-appointment of Retiring directors

Where the vacancy of the retiring director is not filled up in
the same annual general meeting, the meeting shall stand
adjourned till the same day in the next week, at the same time
and place.

If at the adjourned meeting also, the vacancy of the retiring
director is not filed up then the retiring director shall be
deemed to have been re-appointed at the adjourned
meeting,

A Woimnan Director

Listed companies and every other Public company having
paid up capital of 100 crores or more or a turnover of 300
crores or more have to compulsorily appoint a women
director.

Swmtall shareholder Director

A listed company may have one director elected by small
shareholders,

Small shareholders means a shareholder holding shares of
neminal value of not more than twenty thousand rupees or
such other sum as may be prescribed.

Resident Dvrector

Every company shall have at least one director who stays in
India for a total period of not less than one hundred and
eighty twao days in the previous calendar year,

DISQUALIFICATION FOR APPOINTMENT Ol
DIRECTOR

A person shall not be eligible for appointment as a director of
acompany, if

* He is of unsound mind and is 1
declared by a competent court; -

H.-,I

* He is an undischarged
insolvent;

* He has applied to be
adjudicated as an insolvent and
hisapplication is pending;

* Hehas been convicted by a court of any offence, whether
involving moral turpitude or otherwise, and sentenced
to imprisonment for six months and a period of five
years has not elapsed from the date of

expiry of the sentence;

+ A person if has been convicted of any offence, and
sentenced to imprisonment for a period extending up to
SEVEN Vears or more;

*  Anorder of disqualification has been passed by a court
ortribunal and the order is in force;

* He has not paid any calls in respect of any shares of the
company held by him, whether alone or jointly with
others, and six months have elapsed from the last day
fixed for the payment of the call;

* Hehasbeen convicted of the offence dealing with related
party transactions at any time during the last preceding
five vears;

+  Hehas not been allotted director identification number,

Disqualification for re-appointment in the same

{":J‘n'n'i'if-lrr”lf

If any person who is or has been director of any company,
whao fails to file financial statements and annual return for 3
continuous financial vears or has failed to repay the deposits
accepted by it or pay interest thereon or to redeem any
debentures on the due date or to pay any dividend declared
and such failure continues for one year or more, shall not be
eligible to be re-appointed as a director of that company or
appointed in other company for a period of five vears from
the date on which the said company fails to do so.

A private company may by its articles provide for any other
disqualifications in addition to those specified above.

NUMBER OF DIRECTORSHIFPS

A person cannot be a director in more than twenty
companies at the same time
including a sub-limit of ten for
public companies i.e. a person
cannot be a director of more
than ten public companies.
Private companies that are
either holding or subsidiary of
a public company shall be
included for the purpose of
counting such directorship.
Also,

Alternate directorship will be included while calculating the
directorship of twenty companies.

However, the shareholders have been empowered to lower
the limits of directorships an individual can hold in a
company by passing a special resolution.

Where any person holds office as director in more than the
specified limits, he shall within a period of one year from the
commencement of this act choose the companies in which he
wishes to continue as a director and resign from the

SARTHI CAPITAL ADVISORS PRIVATE LIMITED



remaining companies. He shall also intimate the choice so
made to the companies in which he was a director and to
the registrar having jurisdiction in respect of each such
company.

RESIGNATION OF DIRECTOR

A director may resign from his
office by giving a notice in
writing to the company and the
Board shall on receipt of such
notice take note of the same.

i

The company shall intimate
f the registrar and also place the
fact of such resignation in the
directors report to be laid in the
immediately following general
meeting of the company.

~ &

A director shall also forward a copv of his resignation
along with the reasons for the resignation to the registrar
within thirty days of resignation.

The resignation shall take effect from the date on which the
notice is received by the company or the date specified by
the director in the notice, whichever is later,

The director who has resigned shall be liable even after his
resignation for the offences which occurred during his
tenure.

Where all the directors of a company resign from their
offices, or vacate their offices, the promoter or in his
absence, the Central Government shall appoint the
required number of directors who shall hold the office tll
the directors are appointed by the company in general
meeting,

REMOVALOF DIRECTORS

A company may remove a director before the expiry of his
period of office by passing an ordinary resolution and after
giving him a reasonable opportunity of being heard.

A special notice shall be required of any resolution, to
remove a director or to appoint somebody in place of a
director so removed, the company shall send the copy of
the notice to the concerned director and he shall be entitled
to be heard on the resolution at the meeting.

Where a notice has been given and the director concerned

makes any representation in writing to the company and

request its notification to members of the company, the
company shall-

*  State the fact of the representation having been made
in the notice of the resolution given to the members;
and

* Send a copy of the representation to every member of
the company to whom notice of the meeting is sent.

If the copy of the representation is not sent, the director

SARTHI CAPITAL ADVISORS PRIVATE LIMITED
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may require that the representation shall be read out at the
meeting.

Provided that the copy of representation need not be sent
and the representation need not be read out at the meeting
if, on the application either of the company or any other
aggrieved person, the tribunal is satisfied that the rights
conferred are being abused to secure needless publicity for
defamatory matter.

Avacancy created by the removal of a director may be filed
by the appointment of another director in the meeting in
which he is removed, provided special notice has been
given of the intended appointment.

DUTIES OF DIRECTORS

= A director of a company
shall act in accordance
with the articles of the
company.,

*  He shall act in good faith
in order to promote the
objects of the company for the benefit of its members
as a whole, and in the best interest of the company, its
employees, the shareholders, and the community and
for the protection of environment.

* He shall exercise his duties with due and reasonable
care, skill and diligence and shall exercise
independent judgment.

*= He shall not involve in a situation in which he may
have a direct or indirect interest that conflicts or may
conflict, with the interest of the company,

*  He shall not achieve or attempt to achieve any undue
gain or advantage either to himself or to his relatives,
partners or associates and if such director is found
guilty of making undue gain , he shall be liable to pay
anamount equal to that gain to the company.

*  He shall not assign his office and any assignment so
made shall be void.

The Companies Act, 2013 has endowed responsibility and
introduced high standards for directors so that they are
accountable to the shareholders for their action and
personally liable for any damage caused by them. Several
aspects relating to independent directors have been
introduced so as to build up a strong framework of
corporate governance. Women too are encouraged to join
the board room thus bringing in diverse view points and
talent. Every director, whether independent/non-
independent has a distinct role in the functioning of the
company. However, good corporate governance can be
achieved only when the entire board functions effectively
and benefit minority as well as majority shareholder in its
long term which maintains a good corporate image in the
market.

2/ Job
Duties

- Ronika Bharara
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Guest Articles

“On Interest Rates... & RBI's Trilemma”

The chorus directed towards the RBI Governor Exharﬁng
him to cut policy interest rates is getting louder by the da}r.

Various reasons are being cited in support of this

argument.
1) Inflation has declined:

* Inflation as measured by the Consumer Price Index
(CP1 - the inflation barometer preferred by the current RBI
dispensation) is on a downward trend. The September
print for the CPl (Combined) was 6.54% and the
October print is likely to be below 6%.

* RBI's committee for strengthening monetary policy
framework (headed by the Dy Governor in charge of
monetary policy himself) had recommended a CPI based
inflation target of - 8% for early 2015 and &% for early
2016. In the long run, the committee had
recommended setting an inflation (based on CPI)

target of 4% while allowinga +/- 2% leeway.

* Mot only has CPl based inflation already hit RBI's
target set for 2016 it is also well within the long term
goal of keeping inflation anchored around 4% with a

2% leeway ineither direction.
2) Crude Prices have eased further:

* International prices of crude oil have been on a
downward trend. As [ write this, Brent Crude Futures
trade at approx. $82 per barrel while the WTI contract
is at $77 per barrel. The same contract traded at
approximately 5110 per barrel of oil when the new
government took over reins in Delhi.

*  This price fall has come as a boon to India since it has
enabled the new government free up pricing of diesel
and link it to market determined prices. In turn, this
would help control the oil subsidy since diesel
contributed to the bulk of the oil subsidy. Kerosene
and LPG prices continue to be regulated though.

* The net effect of this price fall is twofold - it softens
inflation and also helps the government in managing

it's subsidy burden.

¢ Linking fuel prices to market linked rates had been a
long standing demand of RBI, and has now been

largely met.

3) Other central banks continue to maintain low

interest rates:

*  While the US Federal Reserve has ended it's bond
buying program (euphemistically called Quantitative
Easing or QF) it has pledged to maintain low interest
rates for some time. Many analysts feel that the Fed

may start raising rates sometime in 2005.

* In contrast, Japan has unveiled an even larger
monetary expansion plan. Also, the European Central
Bank has announced an enlarged bond buying

program.

* [In short, central banks around the world continue to
print tons of money to support asset prices, hoping to

boost economic activiky.

4) Cutting interest rates would stimulate

investment and revive growth:

*  While it is debatable interest rate reductions have any
impac‘t on investments, rate cut proponents dohavea
view that the central bank should doall it can to revive
growth in the economy, now that inflation has cooled
off from the heady double digit levels seen till about a

yearago.

There is no gainsaying the fact that inflation has been on a
downtrend and will possibly decline further provided
international crude oil prices remain stable or weaken
further. It would therefore not be very easy for the REI to
fend off calls for a rate reduction especially since policy
interest rates provide an important signaling mechanism
to economic agents. Even if RBI waits for a confirmation of
the downward trend in inflation it could at most delay

reducing policy interest rates by a few months

If the December policy statement does not cut the policy
repo rate, the likelihood of a rate cut in one of the
subsequent policy statements due in February and April
are likely to be very high.

The Government tightens it's belt to meet deficit
target

Arun Jaitley, the NDA government's finance minister had,
unwisely in my opinion, decided to retain the 4.1% fiscal
deficit target, that the previous UPA government had set,
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in his budget for the current financial year. Faced with
sluggish growth in revenue as the economy takes time to
revive, mid year fiscal deficit has already hit 82% of it's
vearly target. While this is not as alarming as it seems at
tirst glance (The government collects most of if's tax and non
fax revenie in the second half of the year. Also oil subsidies had
been budgeted af higher oil prices. This should be much lower
Hum budgeted), it is still cause for worry and the
government has now imposed expenditure control
measures. Non plan expenditure has been cut by a
mandatory 10%. There are other token measures like a ban
on first class air travel, ban on purchase of vehicles but
these are likely to prove to be proverbial drops in the

acean.

The roots of this deficit problem lie in Mr Jaitley’s decision
to retain the 4.1% fiscal deficit target set by his predecessor
Mr P Chidambaram. Many have argued (rightly, in my
opinion) that the NDA government should have begun
with a clean slate and not worried about the ambitious
deficit target set by the UPA government, EE-PECiEH}’ since
economic growth was anemic and the ruling dispensation
enjoyed an overwhelming majority in Parliament. Mr
Jaitley would have been better advised to focus on
reviving growth first and worrying about the deficit in
subsequent years to come.

RBI's Trilemma

Getting back to the subject of interest rates and RBEI's

dilemma (or should [ callit trilemma).

The Indian central bank faces the classic trilemma in

r '
Free capital flow

Fixed exchange c Sovereign monetary
rate palicy

L A

international economics known as the “Impossible
Trinit}r" which states that it is impossible to have all three

at the same ime

« Fixed exchange rate
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*  Free Capital Flows (or absence of capital controls)
*  Anindependent monetary policy

According to this hypothesis a central bank can pursue
only two of the three policies mentioned above
simultaneously. Any attempt to follow all three
simultanecusly inevitably leads to a crisis. The Mexican
crisis of 1994 and the Asian financial crisis of 1997 were
caused by a combination of all three policies being

followed simultaneously.
India too needs to be wary of this.

When it comes to exchange rate, India is in a peculiar
situation. All major currencies in the world have
depreciated sharply against the dollar (the Yen is nowata 7
year low), but healthy foreign capital flows (Foreign capital
Sflows, equity and debt, are likely to be ighest ever this year) are
putting an upward pressure on the Indian Rupee. If
allowed, this could make India a victim of the “Dufch
Disease”, a phenomenon wherein a country's export
competitiveness suffers due to a relatively stronger
exchange rate.

Wary of this, RBI seems to have been making an attempt,
successfull}; to stabilize the rupee through dollar buying.
This dollar buying has led to liquidity injection in the
domestic money markets which the central bank has been
attempting to sterilize through open market sale of
securities and reverse repo auctions. We have seen a large
absorption of liquidity through this mechanism in the first

week of November.

This brings the impossible trinity in sharp focus. With the
option to impose capital controls largely infeasible, any
sustained attempt to artificially maintain an exchange rate
would inevitably lead to loss in control of monetary policy.

At some stage, RBI may have to decide on letting the burden
of adjustment of the foreign flows fall on the exchange rate, in
order to remain in control of monetary policy.

While there’s nothing to be alarmed about currently, it is
prudent that we draw lessons from the experiences of other
economies in the past and adopt policies accordingly.

- Dheeraj Singh

- B

Runs a proprietary risk management and advisory

i

consultancy. Also busy in developing a kickass online
product in the data analysis / visualization domain
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AKME Star Housing Finance Limited

AKME Star Housing Finance Limited (ASHFL), established in 2005 is a professionally

managed housing finance company headquartered at Udaipur, Rajasthan. The

Company offers a variety of home loan products which are designed to cater the

dynamic needs of rural and micro-rural borrowers. ASHFL is committed to offer the

home loans comprise of products like "Loan to purchase new housing units', ' Loan to
construct new units', 'Loan to purchase plot and construction of units thereon’,

‘Extension & Renovation Loan' etc.

Business Strategies:

Business Expansion: ASHFL plans to expand their business operations in a phased
manner in the adjoining areas of their existing business venues to help them generate
significant business.

Operational Efficiency: Maintaining strong asset quality through continued focus on

risk management forms the backbone of the company's product and service quality. 1t

intends to continuously improve their operating processes and customer turnaround
to provide superior customer experience.

Technology Driven: ASHFL continues to invest in their IT infrastructure to scale up

the loan assets, reduce operating costs and ultimately improving the profit margins.

Strong asset quality coupled with disciplined risk management: ASHFL has
maintained high quality loan and investment portfolios through careful targeting of
customer base and diligent risk monitoring and remediation procedures.

Accessing low cost and diversified sources of funds : The company plans to explore
access to low cost sources of funds in order to maintain their CRAR and strengthen
their balance sheet. In addition to the traditional sources of finance, the company also
plans to diversify their sources of funding and tap into alternative long term and short
term sources.

Innovative Solutions Model: It also offers customized products and services that are

designed to suit the needs of segments of customers.

Key Strengths:

* Client Relationship: ASHFL focuses on local advertising and organizes loan
camps at frequent intervals. They endeavor to explore new distribution channels
and increase their reach to smaller Indian cities, which present attractive
opportunities.

*  Quality assurance, standards and transparency: To generate repetitive orders
and enhance the brand image ASHFL focuses on adherence to quality standards
and maintains highest quality for service offerings.

* Respected Brand: ASHFL extend loans on a priority basis to the interior rural
segments where getting bank finance is a cumbersome process. ASHFL is a
valuable brand in the surrounding districts of Udaipur division and holds a vide
customer base and loyalty.

*  Experienced management team: Directors of AKME Croup are from varied
backgrounds and possess significant expertise, extensive experience and financial
acumen which provide the Company with a distinct competitive advantage.

* Focus on priority sector lending: Loan size falls in the range of Rs. (.50 lacs to 5.00
lacs, called as microfinance falls under the priority sector finance and will be
financed majorly to the individuals from weaker sections and rural areas by
ASHFL.

Key Challenges:

= Anylending or investment activity is exposed to credit risk arising from the risk of
default of nonpayment by borrowers and other counterparties.

*  There is absence of formal documentation for the low income customers. The
prime reasons for the traditional players not lending to this segment is the lack of
availability of formal income documents, the credit appraisal is more of a
qualitative analysis than formal credit analysis methods. For this business to
become lucrative and scale, conducive and clear policies are required.

*=  ASHFL faces competition from NBFCs, public sector banks, private sector banks,
co-operative banks and foreign banks.

i3

Sector
[ssue Size (Rs. Cr)
Mo of shares on offer (Lakhs)
Price (Rs.)
Facevalue (Rs.)
Mcap & Es 30 (Rs. Cr)

Augmentation of capital base & meeting
fund requirements for increasing
operation scales

General Corporate Purposes

Issue Expenses

Promoters

Bodies Corporate

Finance-Housing

4 .80
16.00
000
1000
17.80

40000

35.00
45.00

FOL00
0408

25.92

SRG Sahara Housing

Others

Peers ASHFL* Housin

g

Sales 112.65 474.05
EBITDAYs 819 6.0
PAT% el 52
ROCEY 9.0 10.4
ROMNWYa 3.6 87
ROA 28 4.0
Debly Equity 0.27 1.1%
EPS n 1.48
Book Value 47.15 16.93

Fin Corp
Ltd

19594.25
24.30
132

A

82

15
4.14
377

45.76

* ASHFL Figures are extracted from
Restated Financials
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Enn Tee International Limited

Enn Tee International Private Limited (ETIPL) incorporated in 1999, is based out of

Delhi. The company is engaged in the business of manufacturing of Polypropylene Sachor Textiles
Multifilament Yarm under the brand name of “MINKLENE". It manufactures variety Tisue Size (R5.CY) 1980
of polymers like polypropylene in all colors and denier range with qualities like crimp N ok shiases e {Lakts) S0L00
yarn, textured yarn, crimp twisted yarn, POY, FDY, HE HOY, FDY TW, POY TW, HE Price (Rs.) 4300
TW, HOY TW. Twisted for various textile applications such as socks, undergarments, Ny Fos 1000
i 4l oo hts 1 aces, it hings Hapclosing Behing Tt Hopes!| oo o o s

Tapes, ]%Elt' Doics, Chﬂ f ; s b A5 et I S {2 Mcap & Rs.33 (Rs.Cr) 32.00
and Twines, /embroidery Threads, Carpets, Upholstery, Zipper, Malaidori etc. ETIPL

haz their n'Lanufac'tLtring unit at Uttarakhand. They also manufacture Polyester

Filament Yarn at Nalagarh (Himachal Pradesh) in the name of their group company

HIM CHEM LIMITED Technological up-gradation & setting up of micro

; high bulk carpet yarn.
Key Highlights Installation of a new line for manufacturing

polyester yarn
*  The company strongly believes in maintaining client relationship; their existing

; : Long Term working Capital Requirement
clientele is an example of its long-term client relationships.

General Corporate Purposes

* ETIPL intends to grow its customer base and also look at exploring the [ssue expenses
international markets for exporting their existing products line.

*  The Company offers competitive pricing to its customers to remain aggressive

and capitalize a good market share. Promoters 4143
*  ETIPL believes in the best quality processes and products and hence adhere to Bodies Corporate 58.57
quality standards. Tatal 10000

*  ETIPL benefits from the leadership of the management team which has extensive
experience in textile industry. The Promoters actively get invalved in operations

which results in driving the business in successful execution and profitable Pears eripr. Ohekhawati  Sumeet
Poly yamm  Industries
MATNET.
Sales 457992 J518E.36 THF99.62
Key Challenges:
6 EBITDAY, a.h a7 5 o
*  Due to cheaper imports of goods of higher quality, there is a stiff competition
within the country. Such competition can affect profitability which could have a e, L E -
material adverse effect on business, financial condition and results of operation ROCEY: 485 17.0 22
*  The textile industry is still plagued with some historical regulations such as ROA 16 31 20
knitted garments still remaining as a 551 domain.
DEWEquit}' .53 157 215
EPS 1.08 0.32 3.4
Book Value 14.28 334 2806
MCap 247 156.41 1994949
CMP 121.75 38 31755
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EXPERIENCE THE NEW

To see the future,
you must sometimes turn to the past.

As Asia's oldest exchange and India's first, the BSE has played an important role in India's
financial history. Building on that rich past, the BSE is committed to being an important part of
India's future. Today, the BSE trades on a variety of market segments and offers several advanced
technology services. With the technologies now in place and an innovation-driven strategy to move
forward, a bright new future is just around the corner.

Market Segments: Equities * Delivery-based Derivatives * Securities Lending & Borrowing

* Mutual Fund Platforms * Exchange-traded Funds.

Technology Services: Internet-based Trading * Co-location Services * Mobile-based Trading
* Real-time Risk Management * Smart Order Routing.

Issued in public interest by BSE Investors’ Protection Fund




© Karnavati Finance Limited, a non deposit taking Loan

Company primarily in the business of providing loans as
per the requirement of customers and they are both secured
and unsecured finance, has filed a draft prospectus for a
public issue of Rs. 2.58 crore. Equity shares are proposed to
be listed on the SME Flatform of the BSE. The company
intends to use issue proceeds to augment its capital base
and provide for fund requirements for increasing their
operational scale with respect to NBFC
activities/ Financing Operations and to meet public issue
EXPENSEs.

Raghuvansh Agrofarms Limited, engaged in cultivation of
Organic Vegetables, Organic Grains and Cereals, and also
engaged in dairy farming and production and distribution
of dairy products, filed a draft prospectus for a public issue
of Rs. 3.60 crore. Equity shares are proposed to be listed on
the SME Flatform of the BSE. The company intends to use
issue proceeds for Construction of 1000 M3 capacity of bio-
gas plant for power generation, investment in their own
subsidiary companies, and to raise funds for General
Corporate Purposes.

© Captain Pipes Limited, which is into the business of uPVC

Mame of the Company
Karnavati Finance Limited
Raghuvansh Agrofarms Limited
Captain Pipes Limited
P, Chains Limited
Aanchal Ispat Limited
Akme Star Housing Finance Limited
Mahabir Metallex Limited
Amsons Apparels Limited
narch Apparels
Majestic Research Services & Solutions

Western Agro-tech Innovative
Shareway Securities

E
Anubhav Infrastructure
Prabhat Telecoms (India)

India

Exchange

Developments

Market
Developments

threaded Column Pipes, uPVC Plumbing Pipes, uPVC
Pressure Pipes, uPVC Casing Fipes, uPVC Plumbing
Fittings and uP'VC Agri Fittings has filed a draft prospectus
for a public

sue of Ks.1.101 crore. The equity shares are
proposed to be listed on BSE SME platiorm. The company
intends to meet Working Capital Requirement, repayment
of Unsecured Loans, General Corporate Purposes and to
meet the [ssue Expenses.

O.P. Chains Limited, engaged in the business of trading of
fabrics has filed a draft prospectus for a public issue of
Rs.3.25 crore. The equity shares are proposed to be listed on
BSE SME platform. The company intends to use the issue
proceeds to meet working capital requirements, general
corporate purpose and to meet the issue expenses.

3" Rock Multimedia Limited, engaged in the business of
planning, organizing and managing events, filed an
Information Memorandum. Equity shares are proposed to
be listed on the Institutional Trading Platform of the
BSESME.

Currently 77 companies are listed on SME platforms of BSE
and NSE while 16 companies are listed on ITP Platforms of
BSE and NSE.

Issue Size (Rs. crore) Issue Price (Ks. Per Share)
BSE 258 10.00
BSE 3.60 11.00
BSE 1.10 H1.0H1
BSE 325 11.00
BSE 16000 20.00
BSE 4 80 3000
BSE 3.5 10.00
BSE 3.25 10.00
BSE 5.1 11.00
BSE 1.43 1275
BSE 3.30 10.00
BSE 4.949 14.00
BSE 4.03 10.00
BSE Q.00 15.00
BSE 26,60 s0.00
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9 Companies that have been listed on SME Exchanges:

Company Name D“mo';fmm Rt e Subscription
e
MNaysaa Securities Ltd 5" Sept 2014 12" Aug 2014 1.78 1.24 1.48
Powerhouse Fitness & Realty Ltd 29" Sept 2014 9" Oct 2014 0.32 134 L.17
Starlit Power Systems Ltd 29th Sep, 2014 10th Oct, 2014 1.23 1.80 1.49
Vibrant Global Capital Limited 29" Sep, 2014 7 Oct 2014 117 1.02 1.09
ADCC Infocad Limited 30" Sep, 2014- 8" Oct, 2014 1.7 174 1.69
Dhabriya Polywood 29" Sep, 2014 7 Oct 2014 1.80 1.hb 1.64
Atishay Infotech 25" Sep, 2014 29" Sep, 2014 0.99 0.46 1.50
Ultracab (India) 15" 5ep, 2014 23" Sep, 2014 0.49 216 1.3
Aryaman Capital Markets 25" Sep, 2014 1° Oct 2014 0.54 1.20 1.15

Want to invest for your
long term goals ??77 #'

é’

Choose Equity
Mutual Funds

.Ii'l.<:'v-:|:':?-':-;;-_'-_ of r:_i'_li.'\__r Mutval Funds

Diversification: Insteod of investing in on individwal steck you get fo invest in o
basket of well-researched stocks

Afferdobility: You con start investing with a small amount ond keep adding of
YOUT COMVENIENCE

I open-ended funds you con invest/redesm andime online
/ offline or through your distributor. You may also select Direct Flans with lower

Eose of operations

expense ratiod
Special features: Funds offer Systematic Inwesiment Plan [SIF] / Systematic
Transfer Plan (5TP) ta suit your nesds & budged. Encourages the habit of regular
sovings & inwesting

Tawation: Long term copital gains if any (after holding for 12 months] are fox-free.
Dividends are 1a:x free

Wide ronge: Depending upon your preference & risk taking ability you con
choose from Indeax funds / Diversified - lorge cap, mid cap, mulli cop funds / Seciar
funds! Themes bosed funds / Overseos funds efc. You may also choose betwean

open-ended or close-snded funds

TAURUS

Mutual Fund

An irvepsdor Educotion ond &warennss infiatres

by Touna Sedual Fund

Mutual Fund investments are subject to market risks, read all scheme
reloted documents carefully
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Invest regularly to achieve your dreams.

HOFC MF Systernatic Investment Plan (5IF) is a simple, convenient and
disciplined plan that helps you meet your fi cial goals by investing a
fixed sum regularty. It imeests & minim 500 manthly, irmespecthe
of market conditions thus reducing the risk of imsesting a large sum at a
high price. 5IF adopts Rupee Cost Averaging wherein more units are

purchased when prices are low and fewer when prices are high. 5o,
don't let an unpredictable market compromise your dreams anymore

Systematic Invesiment Plan
‘e belfrtyed aorn

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS,
READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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Government To Come Out With SME Policy
Over Next Few Days

In the 67-0dd vears since Independence, while micro,
small and medium enterprises (MSME) have contributed
to form a major chunk of industry, the MSME sector still
does not have a policy for itself. That is going to change
over the next few days as the central government comes
out with a policy targeted at small and medium
enterprises. This was stated by Amarendra Sinha,
development commissioner & additional secretary,
ministry of MSME at the launch of the BW Businessworld
SME Whitebook.

What the policy aims to do is to make it much simpler to
register SMEs, One can expect the policy to redefine the
sector in terms of turnover, capital employed and labour
employed. That is expected to make a huge difference to
the over 46 million small and medium enterprises that
account for over 40 per cent of Indian exports and employ
over 106 million people,

In a way, the MSME policy could well be a pivot for
furthering Prime Minister Narendra Modi's 'Make in
India' plan of making the country a manufacturing hub,
While it is not clear what all changes are expected, there is
talk of amending exemptions of excise duty on goods
made by MSMEs. The big problem that the sector faces
today is that it is largely unorganised. As a result, access to
finance emerges as one of the biggest problems,

Uttarakhand government to come out with new
MSME policy

A new policy for Micro, Small and Medium Enterprises
(MSME) is being worked out in Uttarakhand to help
around one thousand unemployed vouth to become
efficient entrepreneurs and provide them all facilities and
incentives to start their ventures, the state government has
said.

This announcement was made by Chief Minister Harish
Rawat at a programme held yesterday to honour
entrepreneurs who have done outstanding work in the
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MSME sector.

Stating that the peaceful environment of Uttarakhand
offers tremendous scope for investment, he said the policy
for the MSME is being redrafted to make it more attractive
for local entrepreneurs so that they get more
opportunities.

Besides, the Hill Industries Pelicy made in 2008 is also
being amended to make it more luring to big industrial
houses and give further push to investments in the state,
Rawat said.

Asking investors to come forward to invest in
Uttarakhand without any hesitation, Rawat said they will
be given all facilities and incentives to make the process
smooth,

Government to set up 15 tech centres to scale up SME
clusters

The Government is setting up 15 new technology centres
to scale up competitiveness of small and medium
enterprises (SMEs) through clusters.

Announcing this at CII's 7th Mational Cluster Summit here
on Wednesday, Madhav Lal, Secretary, MSME Ministry,
said “capacity building in areas of cost, productivity,
design and soft skills training can altogether transform the
growth trajectory of an existing enterprise without a need
to invest in infrastructural requirements like land,
machinery etc.”

Lal also launched the CII-ZED clusters, which aim to focus
on fast-track competence building of the Indian
manufacturing sector through intervention in areas like
discipline, team work, 'zero defect, zero effect' on
environment, the Confederation of Indian Industry said in
astatement.

Government plans to revamp SME, SEZ tax
regime

The government is getting down to business to boost local
manufacturing and create jobs and is working on a series
of measures, including revamp of the tax system for the
small-scale sector, ship-building and special economic
zomes (SEZs). Work has also begun on speeding up the
system of clearances for the mining and power sector,
including allocation of coal, after the government
managed to rework the environment and forest clearance
mechanism that was seen as a major hurdle for projects to
take off.

Senior officials said with elections in two states out of the

way, the Narendra Modi government is expected to speed
up decision-making in the coming weeks.

The finance ministry has made it clear that all tax related
proposals — such as those related to restoration of
minimum alternate tax and dividend distribution tax

i8



19

Developments

exemption — will only be taken up at the time of the Budget.

Similarly, discussions on a new policy for the small-scale
sector, including a reworked tax regime, have also started
with the cabinet secretariat stepping in on Friday to work out
steps that will boost the sector that accounts for around 45%
of the manufacturing activity in the country and employs
close to 6 crore workers.

A large section in the government believes that a push to the
micro, small and medium enterprises is critical to boost job-
creation and to check unnecessary imports. The ship-
building industry is seen to be a significant employment
generator, a key theme of the 'Make In India’ campaign
launched by the government last month.

Government plans Rs 10,000 crore fund to create tech
giants

The journey of tech behemoths like Google, Apple and
Facebook, from startups to global giants, has caught the
fanv:}-' of the Indian government, which is planning a Rs
10,000-crore  electronics development fund to support
ambitious startups in attaining scale.

The government feels that India needs to incubate tech
giants from its soil, like those emanating from the West, as
the country has a fast-growing mass of internet users and
possesses a rich list of highly-skilled techies. The basic
groundwork for kick-starting the initiative has been
completed.
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"It is in the process of finalization and we will get an
approval very soon," a source in the ministry of information
technology told TOL This is a different fund from the Rs
10,000-crore venture fund announced in the Budget for
startups in micro, small and medium enterprise (MSMEs).

The government will not make the investments directly, but
will rather route the money through venture capital funds
that are focused on electronics hardware and IT startups.
"We will take small subscription in them. Thus, we will
invest in the capital of the fellows who do the investments,"
the =ource said.

The government feels that India has missed the bus in terms
of creating techmology giants, both in software and
electronics hardware. "For example, in software, a Google or
a Facebook or a Microsoft Office has not been developed in
India. Despite being such a big IT power, India has not been
able to make any prnduc‘ts. We are able to do just services,"
the source added. The government will create the electronic
develnpn'l ent fund to make the investments. "We are not
directly funding the startups .

The segments earmarked for funds include electronics,
components and software. "The idea is to create a startup
culture, a prnduc‘t culture, and innovation," the source said.
Both domestic and fﬂreign venture capital funds will be
targeted by the government to route its investments.
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Dos & Don'ts of Opening
Foreign

Account

A veil of secrecy is normally associated with Swiss banks,
thanks to the way they have been depicted in Hollywood
movies and novels, Men or women in black suits are shown
as escorting the 'account holder’ to his safety vault or seeking
details of their numbered accounts'. India got a reality check
of Swiss Bank operations when names of seven Indians were
disclosed by the government as having 'black money'
accounts in these banks. The Supreme Courthas now asked
the government to disclose all names and details of 700
account holders Of the 700-odd Indians having foreign bank
accounts, not all can be deemed to be operating these
illegally.

Though Swiss banks also operate as regular banks, it is the
associated confidentiality that has made them popular. A
stringent code of secrecy is not something new for Swiss
banks. These banks have been holding on to their secrets for
over 300 vears. The Great Council of Geneva, in 1713,
established regulations that required bankers to keep
registers of their clients but prohibited them from sharing
the information with anyone except the client unless the City
Council agreed with the need to divulge such information. In
fact, in Switzerlandit is a criminal offence on the part of a
banker to reveal client information.

This code of secrecy made Switzerland a safe haven for
unaccounted-for funds. Earlier, no questions were asked on
the source of money or other forms of wealth (Gold,
Jewellery, Paintings among others) that entered
Switzerland. But with terrorism, corruption and tax evasion
on the rise, Swiss authorities (with some serious nudging
from various countries) have now started rejecting such
applications.

Important Points one should know if willing to
have Such Account

1) Who can open an account?

Any individual over the age of 18 is allowed to open a Swiss
Bank account. However, "the bank has the right to reject a
politically exposed person or if the bank suspects that the
money stems from an illegal activity. If the origin of money is
questionable or if its origin goes against Swiss regulations,
the bank can reject the account. Strict money laundering
laws have made scrutiny of money origins and subsequent
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In The Classroom
depositsa high priority.
2) Can a resident Indian open a Swiss bank account?
Under the new
Liberalised
Remittance Scheme, an
Indian can open an
account but with a @?‘1 B u"ﬂ&.
ceiling for the financial
year, However, for the
purpose of conducting
business such an
account is permitted under the Foreign Exchange
Management Act (FEMA). Further, there is an exception for
a NRIwho later becomes a resident Indian to continue
holding his international bank account for unlimited time
and there is no cap on the money that can be maintained in
such accounts,
3) How does one select the right Swiss bank?
There are nearly 400 banks in Switzerland with the top two -
UBS and Credit Suisse Group --accounting for nearly half the
balance sheet of all banks. Depending on one's need for
secrecy and end use, an individual has a choice to select from
a big bank, regional or a private bank. In case yvou do not
want to disclose your account details easily, choose a bank
which does not have a branch in vour country. Bank
branches have to follow the law of the country in which the
branch is located and not where the head office of the bank is
located.
4) What type of accounts provides the most secrecy?
If secrecy is the only reason for you to open an account in
Switzerland, then go in for a 'numbered account'. All
interaction with the account is through the account number,
Very few people in the bank will know the name behind the
numbered account. But such accounts are not easily
provided. An individual wanting to possess a 'numbered
account' has to be physically present while opening the
account and personal details provided with an initial deposit
of at least $100,000.
5) Accessing your money
Unless you want to l
be tracked down,
do not accept a
credit/ debit card
or a cheque facility
on your account.
Banl transfers, the
kind which is|
shown in movies
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In The Classroom

can also be tracked as the receiving bank normally requires
details of the origin of money. The best way to operate the
account is by using traveller's cheques.

6) Closing your account

You can close your account any ime without any restrictions
or cost. But before you book your flight to Switzerland, it is
important that you know the colour of vour money as per
Indian government norms. Money used to be either white
{accounted and tax duly paid) or black (tax evaded). Butnow
government has defined a new colour - red - for the money
found in Swiss accounts. Red money is one where the source
is not known - it can be bribes, commissions in foreign
currency, or drug or blood money. While black money is by
and large only a tax evasion issue if one is able to prove the
source or generation of income, red money is a completely

different ball game. Needless to say, it is a serious criminal
offence.

of Operating Foreign Bank Account

An Indian resident is allowed to open a foreign bank
account bank if she/he has to engage in any current or
capital account transaction and remit money to or from India
under the Liberalised Remittance
Schemefor undertaking current or
capital account transactions. They can
remit money from India - only up to a
specified limit within a financial year -
as prescribed under the (FEMA) of 1999

» At the time of opening an account, it is advisable for
such persons to first approach an authorized dealer,
appointed under Reserve Bank of India (RBI)
guidelines,

# The account holder has to meet the know-yvour-
customer compliance requirements of the foreign bank.

& Once the bank account is opened, credit to such an
account has to be from the resident's Indian account
through normal banking channels

#  Under [ Fema)regulations, there is no restriction on an

4

Indian resident to get a loan from a foreign bank in
which he has an account. However, the account holder
is not allowed to provide any guarantee to the foreign
lender bank, without prior RBI approval

Under | Fema)regulations, there is no restriction on an
Indian resident to get a loan from a foreign bank in
which he has an account. However, the account holder
is not allowed to provide any guarantee to the foreign
lender bank, without prior RBI approval

Any amount received in the foreign bank account, in the
form of any fees or any other income for any services
rendered from India, has to be brought back to the
country within a specified period of time

As an exception, a person resident in India, who was a
MNRI earlier, and had a foreign bank account opened
then, can continue to hold and maintain it even after
returning to India. FEMA provisions allow such a
person resident in India to use foreign bank accounts for
any purpose withoutany monetary limits.

X

The penalty for contravention of the (FEMA) provisions
could be up to three times the amount involved. In case

#  Separately, the Resident
Indian should avoid ulilizing
the monies in the said foreign
bank account opened under
LR5, for investing back into
India.

the amount cannot be quantified, the penalty imposed
could be up to Rs 2 lakh. According to (FEMA)
provisions, in addition to the penalty, any currency,
security, money or property involved in the
contraventon could be confiscated.

If funds deposited in a foreign bank result from any
activity considered illegal, the actis treated as a criminal
offence.
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What's in Press?

Sebi bats for 'priority sector' tag for listed SME
The Securitiesand Exchange Board of India (Sebi) has

proposed that bank Eurn:ling to listed small and medium
enterprises{SMEs) be given a priority lendingtag.

The move will give a huge fillip to the SME trading p[atfﬂrm
introduced by Sebiin 2012, to ease the financing needs of
smaller companies.

According to sources, Sebi's proposal has received an in-
principle approval from the Union finance ministry. However,
the Reserve Bank of India (RBI) will need to agree. By RBI
norms, banks compulsory have to lend 40 per cent of advances
(of the previous vear) to the so-called priority sector.

There are over 80 SME companies listed, with 77 listed on BSE
itself.

In November, RBI had allowed incremental bank loansup to
the credit limit of Rs 13 crore, (extended after November) to
medium-size manufacturing enterprises (as defined in the
MSME Act, 2006) to be considered as priority sectoradvances.
Priority sector lendingin India to MSMEs includes direct
finance to manufacturing enterprises, loans for food and agro
processing, service enterprises, the khadi and village
industries sector and indirect finance throu gh loans to persons
involved in such activities.

As of now, a little over 2,000 specialised bank branches are
available for lending to MSMEs.

Market experts say that there is a lack of formal financing to
meet SMEs long-term funding demands. “While accessing
bank funding, they face a high cost of borrowing, a need for
collateral and instances of delay in release of funds. Such a
categorisation for listed small to mid-sized companies would

Miscellaneous

aid in diversif}'ing long-term funding instruments available to
them and reduce dependency on their own capital and
informal finance,” said an investment banker who has worked
on SME initial public equiky offers.

There is an estimated need for $12.8 billion of equity funding
for the SME sector, of which only $1.8 bn has been provided for
so far, through domestic and global venture capital funds.

To meet the increasing capital requirements for SMEs, the
capital markets regulator in 2012 had launched the SME listing
platform in 2012, called the Institutional Trading Platform
(ITP). It facilitates the listing of SMEs without a public offer.

As an additional measure to enhance funding for listed SMEs,
the markets regulator could also reduce the disclosure
requirements for banks if they agree to lock-in their
investments for one to two years in listed SME companies.
Currently, banks need to disclose total investments made in
equity shares, convertible bonds, units of equity-oriented
mutual funds and advances against shares in their balance
sheets.

FILLIPTOFUNDING OFLISTED SMEs

*  Sebi pitches bank funding tor listed SMEs should be
categorised as priority lending

*  Finance ministry gives in-principle approval; final
decision rests with RBI

*  RBI in Movember 2013 allowed loans to medium
enterprises as priority lending

*  Banks compulsorily lend 40% of advances to priority
sector

*  Banks may need lower disclosures if investments are
locked for 1-2 years

Source: Business Standard

Duotes

“With SAP solutions, Rajasthan state will
surely benefit and will also help in further
expansion of SMEs."”

Mr. K L Jain
Secrefary General, Rafasthan Chamber of
Commerce

It was only because of SMEs that the car-
maker existed today. "When we started,
not a single component was made here.
Mow, 75 per cent of our inputs are brought
to our vendors.”

Mr. RC Bhargava
Chairman, Maruki Suzuki India

SARTHI CAPITAL ADVISORS PRIVATE LIMITED

“To enable medium, small and micro |
enterprises {MSMEs) to grow, there is a need
tor look at different verticals.”

Madhay Lal
MSME Secretary

"Small and medium scale industries are
doing 70 per cent production of the
country. If they do not remain in good
health, the country's economy won't
remain in good health. But the economy is
doing very little for this sector.”

Mr. Murali Manohar Joshi
Senior B]P leader
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Event Media Coverage

Sarthi Capital Advisors Pvt Ltd was awarded one of the Top 4 Performers in
SME IPO Category in terms of filing by BSE.
oy ¢ v T
EXiPERN [ f M.R. Organisation Ltd (MEO) got listed on the ITP
Flatform of NSE Emerge on 9 October 2014

Mr. S. Ramadorai, Chairman BSE & Vice Chairman TCS & M.R. Organisation being felicitated by
Mr. Ashish Chauhan, MD BSE with Sarthi Team Mr. Ravi Varanasi, Chief - Business

Development, NSE

B.C. Power Controls Ltd, whose [PO was lead managed by Sarthi Capital was
awarded as BSE's Top 3 Performers on SME Platform 2013-14.

(L-R) Mr. Rakesh Kamdar, Director,
MRO, Mr. Deepak Sharma,
Mr. Ravi Varanasi & Mr. Mayur Kamdar,
MD & Promoter, MRO, during Mr. Deepak Sharma accepting the award on behalf of

their listing ceremony B.C. Power from Mr. 5. Ramadorai
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