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Flat 1IP growth, downgrade
fears heckon policy action

From The Chairman

Dear Readers,

Knowledge
aids Wisdom

We are pleased to
present the 17th issue
of Empower.

The last two months
have witnessed the
completion of various
projects, including
renovation of the WIRO
office on the first floor
of Jolly Maker
Chambers, Mumbai. We
had also successfully
organised an annual
regional students’
conference at Nagpur
and by the time you
would receive this
issue, we would have
organised the first
State Conference of MP
at Bhopal.

We have been
receiving positive
feedback regarding
Empower for which |
would like to thank all
the members who
encouraged us by
writing to us. Trust you
find this issue a useful
read. Please share your
feedback at
cschairman.wirc@gmail
.com or
chairman.wirc@icsi.edu

Regards,
Mahavir Lunawat
14th September, 2012
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Markets barely react to data, underscoring low hopes that the
Reserve Bank of India will act when it reviews policy

grew in July, hurt by weak in-

vestment that has become
the beleaguered government's
primary concern as it scrambles
to revive a flagging economy
with little help likely from the RBI
in the short term.

The data, released by the Cen-
tral Statistics Office, showed out-
put at factories, mines, and utili-
ties grew an annual 0.1 per cent.
Capital goods output, seen as a
key indicator of future invest-
ment, slumped by 5 per cent.
The pace of industrial expansion
was slower than a forecast of 0.3
per cent growth in a Reuters
poll.In June, output contracted
1.8 per cent.

The data was more evidence
that the problems afflicting
Asia's third-largest economy are
far from over.GDP has grown 5.5
per cent or less in the last two
quarters,a far cry fromthe 7 to 8
per cent growth seen in the pre-
ceding period. With growth fal-
tering, Indian firms are pleading

lndustrial production barely
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with the central bank to lower
lending rates, which are among
the highest in major economies.
But the central bank is loath to
lower rates unless inflation
comes down and the fiscal
deficit is tackled.

"The data highlights structural
weaknesses of the economy,
with poor domestic demand
amid political gridlock and con-

Workers assemble Royal Enfield motorcycles inside its

tracting exports," said Dariusz
Kowalczyk, senior strategist at
Credit Agricole CIB in Hong
Kong. "It may lead to renewed
expectations of a rate cut this
month, although we believe
that the odds still favour the RBI
to stay put."

Financial markets barely react-
ed to the data, underscoring low
hopes that the RBI will act when

it reviews policy. The bank's
hawkish stance contrasts with
many other G20 central banks
that are easing monetary condi-
tions to support growth.With no
help from the central bank in
sight, the government is asking
cash-rich state-run firms to in-
vest in the economy. Finance
Minister P Chidambaram held a
meeting with heads of those
firms to identify measures that
will help boost their capital
spending. Capital investment in
the economy grew by a meagre
0.7 per cent in the quarter end-
ing in June from a year earlier.
Capital goods output has grown
only oncein the past 11 months.
"New projects are not getting
finalised very quickly. Last year
as well as this year, there are no
new projects. The quantity of
projects is coming down,"
Bharat Heavy Electricals Ltd
Chairman BP Rao said after
meeting the finance minister.

(Source: Reuters)

Indian IT cos

ndian companies are among
lthe world's 10-lowest paying

employers in the IT space,
with their mid-to-senior level
staff getting an average salary
of USD 38,767 (about Rs.21.5
lakh) per annum-less than one-
fourth of the IT pay package at
globally top- paying Swiss
companies. Salaries in the IT
sector of Switzerland are the
highest in the world at an aver-
age of USD 168,211 (about
Rs.93 lakh) per annum, accord-
ing to a study titled Worldwide
IT Salary 2012. The study, con-
ducted by global recruitment
service provider MyHiring-

among 10 worst paymasters globally

Club.com, has ranked India at
the eighth spot among the 10
worst IT paymasters globally.

S AT E L

On the other hand, Switzer-
land stands at the top spot
among the top-paying nations
in the IT sector. The study took
into account the average
salaries for people with four
and more years of experience

for the Indian and other com-
panies. The report compared
the total annual cash compen-
sation and total remuneration
information for IT staff in more
than 6,000 companies across
40 different countries and
found that employers in west-
ern Europe are the best pay-
masters.

"Experienced IT managers are
highly sought after in India and
there is strong competition to
attract and retain skilled em-
ployees. MNCs rely heavily on
Indian IT managers so they
need to ensure their pay is
competitive.

Although pay in Asia and
Eastern Europe tends to be
much lower, it would be diffi-
cult for firms to outsource the
IT manager role to these re-
gions. Instead, we may see a
migration of IT skills from low-
er paying nations to places in
Western Europe and North
America," MyHiringClub. com
CEO Rajesh Kumar said.IT man-
agers in India, however, fare
better than their counterparts
in China, where the average
annual compensation package
is lower at USD 38,624.

(Source: FP)J)
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SAT upholds Sebi order

on International Paper

Directs US-based company to pay non-compete
fees to AP Paper's minority shareholders

he Securities Appellate Tri-
Tbunal,or SAT, has upheld an or-

der by market regulator Sebi
that directed US-based Internation-
al Paper to fork out non-compete
fees to all minority shareholders of
Andhra Pradesh Paper (AP Paper),
which it acquired last year.

NYSE-listed International Paper
and Singapore-based IP Holdings
had made an open offer to share-
holders of AP Paper after buying the
promoter's stake of 53.5 per cent,
but had paid non-compete fees se-
lectively to the founders-the Bangur
family.

Sebi's order contended that some
promoter entities were not eligible
for the non-compete fee as they
lacked expertise in the area of oper-
ations of AP Paper and were thus
not capable of offering any compe-
tition to it.

Challenging this directive, Interna-

CBI LIKELY TO CHARGESHEET
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tional Paper filed an appeal last year.
The judgment, which was pro-
nounced on Wednesday, will bene-
fit a large number of retail investors
who tendered their shares in the
open offer as they will get around
Rs.131 per share.

However, shareholders who pur-
chased the shares post the open of-
fer closure will not be eligible to get
the non-compete fees. For instance,
if a shareholder offered 100 shares
during the open offer and 50 were
accepted, non-compete fees would

apply to only the shares that were
accepted.

In 2011, the US-based company
bought the LN Bangur Group's 53.5
per cent stake in AP Paper and came
out with an open offer.The deal,one
of the largest in the paper industry,
is worth around Rs.2,000 crore, in-
cluding the open offer price.The ac-
quirer also agreed to pay 25 per
cent, or around $62 million (Rs.280
crore) as non-compete fee to the
promoters of the company.Sebi ob-
jected to this on the ground that
certain categories of promoters
were ineligible to receive the non-
compete fee for want of expertise.
Some investors had also filed com-
plaints with Sebi as many as four mi-
nority shareholders even filed appli-
cations with SAT to intervene in the
matter.

(Source: The Economic Times)
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CEIEACIIIIEEN AL L WORK AND NOPLAY BUT

'SEBI'S PROPOSED MOVE ON
EXEC PAY UNWARRANTED'

he Securities and Exchange Board of India
T(Sebi) has said that it plans to regulate ex-

ecutive compensation in listed firms. How-
ever, industry players said that this move is un-
called for at a time when industry is grappling
with several issues.

Sebi Chairman UK Sinha has said that the reg-
ulator may ask the firms to form a 'remuneration
committee' headed by an independent director.
Furthermore, he has indicated that a case was
being made for disallowing employee stock op-
tion plans (ESOPs) in the financial sector.He has
also said that variable pay should be ploughed
back if profits decline.Variable pay for executives
is usually linked to company's profits.But,during
tough market conditions, instead of doing away
with variable pay, companies decide to post-
pone it by two to three years.This variable pay is
given after the stipulated time period to the ex-
ecutives, hence not compromising with the cash
component of the executive.

Companies, however, are of the view that it
would be difficult to implement such regula-
tions across companies. "Issues like variable pay
and independent directors have already been
addressed by the proposed Companies Bill,
which is on the anvil. Though there is nothing
wrong with what Sebi has said, this move is un-
warranted now because companies would any-
way be following the rules when the bill gets
passed,"” said the human resource director of a
Mumbai-based conglomerate.

(Source: Business Standard)

RBI EXPECTS INVESTMENTS
TO SLOW DOWN FURTHER

BHARTI,VODAFONE

is likely to chargesheet telecom opera-
tors Bharti Airtel (earlier known as Bhar-
ti Cellular) and Vodafone India (earlier known
as Hutchison Max & Sterling Cellular) in the

The Central Bureau of Investigation (CBI)

first week of October in a case re-
lated to additional spectrum allo-
cation in January 2002, according
to senior officials of the investiga-
tive agency.

This would be the first time in
the 2G spectrum allocation case
that the role of the Bharatiya Jana-
ta Party (BJP)-led National Democ-
ratic Alliance (NDA) government
will come under scrutiny.The tele-
com minister in 2002 was Pramod
Mahajan, who was killed in 2006.

In the course of the investigations, CBI has

found irregular allocation of additio
trum beyond 6.2 MHz to 10 MHz to

erators, including Bharti and Vodafone dur-
ing Mahajan's rule. The agency has alleged
favouritism and arbitrariness by some offi-
cers in the Department of Telecom (DoT), by-
passing the opinions of the member (fi-

CBI has registered
a case against
former telecom
secretary
Shyamal Ghosh

nal spec-
GSM op-

nance), the wireless adviser and even the

highest decision-making body in the DoT,

the Telecom Commission.

Apart from the telecom companies, CBI is
also building a case against senior govern-
ment officials who were involved in the de-
cision making process at the time. The

agency is expected to charge the
accused telecom companies un-
der Section 120-B and 420 of the
penal code and the government
officials are likely to be charged
under section 13 (2) and section
13(1) (d) of the Prevention of Cor-
ruption Act.

The investigating agency had
registered a case against Shyamal
Ghosh, the then telecom secre-
tary,and has found that the senior
officer, along with other DoT offi-

cials, had bypassed the wireless advisor and
a technical committee at DoT on the issue of
pricing and allocation of additional spec-
trum to telecom companies.

CBI, in its FIR of November 2011, alleged
that Ghosh and other DoT officials caused
loss to the exchequer and a corresponding
gain to Bharti Airtel and Vodafone..

(Source: Business Standard)

slowdown further in 2012-

13, a study by the Reserve
Bank of India noted. Demand
conditions continue to be a ma-
jor factor driving investment in-
tentions and the central banks
has projected the economy to
grow by 6.5 per cent.

A high inflation which is ex-
pected to be around 9 per cent
for the sector may inhibit signif-
icant reduction in interest costs
faced by the companies. "Thus,
the investment outlook for
2012-13 remains subdued,”
said the study.

Expected capital expenditure
in 2012-13 is estimated at
Rs.2.07 lakh crore. Of this, mini-
mum capital expenditure of
Rs.1.4 lakh crore should be from
new investment intentions in
2012-13.

Going by the assessment on
date, capital expenditure of the
above order does not appear to
be feasible. "Thus, the envis-
aged investment by the private
corporate sector in 2012-13 is

lnvestments in projects will

expected to be significantly
lower than that in the previous
year." RBI said.

A state-wise analysis of invest-
ments indicates that Maharash-
tra, Karnataka, Uttar Pradesh,
Rajasthan and Bihar were pre-
ferred destinations for invest-
ments in 2011-12, according to
the study.

On the other hand, Andhra
Pradesh, Chhattisgarh (which
attracted the highest invest-
ment last year),and Odisha wit-
nessed reduction in their share
in the total project costin 2011-
12.

Maharashtra attracted
Rs.39,000 crore worth invest-
ments from 91 projects fol-
lowed by Karnataka which at-
tracted investments worth
Rs.24,000 crore from 43 proj-
ects. Though Gujarat was the
third largest to attract invest-
ments during the year, it lost a
significant share in total invest-
ments attracted.

(Source: The Economic Times)
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sSistema set to huy
Aircel for $3 bn

ussia's Sistema JSFC is close
&o acquiring a controlling

take in Aircel Communica-
tions for around $3 billion
(Rs.16,000 crore to Rs.17,000
crore), making this
one of the largest
transactions in the
telecom sector
since Vodafone
bought Hutchison
Essar for $11.7 bil-
lion in 2007.

Two persons fa-
miliar with the de-
velopment said Sistema would
buy into Aircel's parent company
based overseas with rights to have
the Indian arm transferred to it af-
ter an ongoing restructuring
process is completed. Malaysia's
Maxis Communications owns 74
per cent stake in Aircel through
multiple entities, which are being
consolidated into a single compa-
ny.

Aircel's spokesman said the
company was not aware of such a
development.The Russian compa-
ny's Indian arm, Sistema Shyam
TeleServices, said it believed the

Deccan Chronicle loan

talk of engaging with other tele-
com service providers for a possi-
ble deal was motivated. "The im-
mediate priority is to seek clarity
on spectrum-related regulations
+ from the govern-

ment and also look

at the outcome of

L
' -
1 the curative petition

filed in the Supreme
Court," said a compa-
ﬂ ny spokesman.

An email sent to
Sistema's global
headquarters in

Moscow went unanswered.

But both the persons familiar
with the discussions said the
transaction could be announced
shortly. If the deal happens, it will
end the uncertainty about Sis-
tema's future in India and give it
the ownership of a national oper-
ator with close to 65 million sub-
scribers. The Russian company,
which operates mobile services
on CDMA technology in India, lost
its licence after the Supreme
Court revoked all permits granted
by former telecom minister A Raja
in 2008

Sistema has the option of partic-
ipating in the upcoming airwaves
auctions, but a telecom analyst
said it made more sense to buy a
functioning company with an ex-
isting user base.However,as Aircel
operates on the GSM platform, it
won't be possible for the Russian
company to switch its existing
16.3 million customers since
CDMA handsets don't work on
GSM networks. It will have to bag
fresh CDMA airwaves if it wishes
to continue with its existing sub-
scribers.

One of the persons familiar with
the discussions said the transac-
tion was being structured in such
amanner that it would enable Sis-
tema's Indian arm to bid for COMA
airwaves. While the M&A guide-
lines in the telecom sector prevent
a company from owning more
than 10 per cent stake in another
operator, this norm will not be ap-
plicable in this case as the Russian
company will buy the shares of
the overseas holding company of
Aircel.

(Source: The Economic Times)

Peepul Cap may
invest Rs.1,000 cr
in Deccan Chronicle

eepul Capital LLC, a Hyderabad-based private
Pequity fund, is likely to invest Rs.500 crore to

Rs.1,000 crore in debt-ridden Deccan Chronicle
Holdings Ltd (DCHL), which publishes English news-
papers Deccan Chronicle, Financial Chronicle, and
Asian Age, and Telugu daily Andhra Bhoomi.

When contacted, Peepul Capital Managing Director
C Srinivasa Raju said the company was willing to invest
in Deccan Chronicle Holdings.However, he declined to
specify the amount. "Our investment in DCHL would
be from our $700 million fund (which includes $100
million of its own money). Since our firm has both dol-
lar and rupee funds, it (the investment) will be a com-
bination of both currencies," he said. Peepul Capital is
the first company to evince interest in investing in
DCHL, which accounts for debt of about Rs.5,000 crore.
Raju said it was likely the deal would take time to ma-
terialise."l think the investment process into DCHL will
take a long time because they don't have a balance
sheet. Unless there is a balance sheet, no fund can in-
vest. Probably, they would call for expressions of inter-
est from three to four investors like us.| think it would
take at least three to six months from now," he said.
Peepul Capital, which typically commits between $15
million and $25 million of equity in each transaction,
has, so far, invested $450 million from its fund. Its in-
vestments include those in Hyderabad-based anima-
tion company DQ Entertainment, multi-lingual news
agency IANS India Private Limited, Associated Broad-
casting Corporation, which runs regional television
news network TV9 and Visage Media Services.

(Source: Business Standard)

recast decision deferred

Deccan Chronicle Hold-
ings, the parent compa-
ny of the Deccan Chronicle
newspaper and Indian Pre-
mier League team Deccan
Chargers, on Wednesday
held a meeting to consider
the proposal of corporate
debt restructuring (CDR) for
loans to the troubled com-
pany.However,a decision on
the matter was put on hold
till the next meeting sched-
uled for September 26.
According to the terms
and conditions of the CDR
process, for a debt restruc-
turing programme to be
planned, at least three-
fourths of the company's
lenders have to agree on re-
structuring the company's
loans. In the case of Deccan
Chronicle Holdings, a few
lenders are expected to de-
cide on the matter in the
next few days.

Lenders with exposure to

Deccan Chronicle Hold-
ings' total debt to be re-
structured is about Rs.2,300
crore, while total exposure
to the company is about
Rs.5,000 crore.

The top lenders whose
exposure to the company
would be considered by
the CDR cell are ICICI Bank,
Axis Bank, Canara Bank, IDBI
Bank,and Andhra Bank.The
collective  exposure  of
these lenders is Rs.2,700
crore.

Yesterday, Financial Ser-
vices Secretary D K Mittal
had said Canara Bank was
carrying out a forensic audit
of the company."If the audit
establishes a fraud in the
company, it won't be con-
sidered for CDR" said a
public sector bank execu-
tive privy to the develop-
ment.

(Source: Business Standard)

INFY BUYS SWISS FIRM FOR R5.1932 CR

he acquisition " strengthens
Tlnfosys management con-

sulting capabilities and
deepens expertise across manu-
facturing, automotive and life
sciences" fields

IT major Infosys, sitting on a
cash pile of over $ 4 billion, on
Monday announced it will ac-
quire Zurich- based Lodestone
Holding, a leading global man-
agement consultancy firm, in an
all- cash deal to expand its pres-
ence in Europe.

The deal would assuage con-
cerns among investors about the
IT company's conservative ap-
proach of preserving cash rather
than using it to shop for assets.
The latest acquisition should
help address concerns on lag-
ging growth and unused cash.

The deal, valued at Swiss Franc
330 million (about Rs.1,932
crore), would be through by the
end of next month, subject to
customary closing conditions, In-
fosys said in a statement.

Lodestone advises internation-

Infosys CEO and Managing
Director S D Shibulal

al companies on strategy and
process optimization, and pro-
vides business transformation
solutions enabled by SAP.The ac-
quisition "strengthens Infosys
management consulting capa-
bilities globally, expands pres-
ence in continental Europe
adding more than 750 experi-
enced consultants and 200
clients, deepens expertise across
manufacturing, automotive and
life sciences industries," it said.
It would make Infosys Consult-
ing practice, focusing on SAP
programmes, to become a $1 bil-

lion powerhouse, the statement
said.

"A key plank of Infosys 3.0 strat-
egy is to expand our consulting
and systems integration busi-
ness.This acquisition fits perfect-
ly into that strategy," Infosys CEO
and Managing Director S D
Shibulal said.

Analysts said Monday's an-
nouncement was suited to Infos-
ys' future growth strategy.

"The acquisition is a positive
step and fits with Infosys' strate-
gy to increase its presence in
consulting. We believe that it
would be difficult to build a con-
sulting vertical purely organical-
ly and acquisitions would be
necessary to enhance reach and
domain skills. The deal offers lim-
ited client overlap, while bring-
ing in domain expertise and ex-
posure to Continental Europe
and the Life Sciences vertical,"
Rumit Dugar from Religare Secu-
rities said.

(Source: FPJ)
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Plan panel for fund
of Rs.5k er for VUs

he Planning Com-
Tmission has pro-
posed that the gov-
ernment establish a
'fund of funds' with a

corpus of Rs.5,000 crore
($1 billion) for anchor

investments in venture
capital (VC) funds in In-
dia.Such investments in
single funds could be
capped at Rs.50 crore, or
50 per cent of the total
corpus of the VC fund, it
added. These venture
funds would, in turn,
raise funds from domes-
tic and foreign sources,
and this is estimated to
lead to capital flows of
up to Rs.25,000 crore in
10 years. The commis-

sion has also recom-
mended the India Op-
portunities Venture
Fund, set up under the
Small Industries Devel-
opment bank of India,
play a similar role.

Inits report 'Creating a
Vibrant Entrepreneurial
Ecosystem in India’, the
commission also sug-
gested other steps to
encourage  entrepre-
neurship in the country.
It also proposed several
steps to boost funding
to new businesses by
emphasising on VC, an-
gelinvestment and gov-
ernment-sponsored in-
cubators.

Among the measures

to facilitate exit options
for investors, it suggest-
ed the finance ministry
treat capital gains on in-
vestments by angel in-
vestors and VC funds on
a par with capital gains
on investments in listed
companies. The report
added the Securities
and Exchange Board of
India could allow com-
panies registered in In-
dia to launch initial pub-
lic offerings on ex-
changes outside India
without, or before, be-
ing listing in India. Upon
dissolution of a firm,
regulations should pro-
vide preference to angel
or early VC investor
shares. VC industry
sources  said  that
though such a provision
existed, it was not strict-
ly adhered to.

The report stated that
the finance ministry
should consider tax
benefits to angel in-
vestors if they invested
in privately-held entre-
preneurial ventures, as
long as their individual
holding in the venture
was less than 20 per
cent. However, this pro-
vision could carry a sun-
set clause of five or ten
years.

(Source: Business Standard)

Kini to be Coca-Cola
India’s senior ops VP

Venkatesh Kini

h A—

enkatesh  Kini, a former
Vmarketing head of Coca-Cola

India, is returning to the coun-
try to accelerate the beverages
giant's growth and help India
become one of its top five
markets, two company officials
said.

He will join as senior vice-presi-
dent, operations, India-a newly
created No. 2 position below Coca-
Cola India Chairman Atul Singh. All
Coca-Cola verticals will report to
Kini who will move in from Coca-
Cola's headquarters in Atlanta
where he was the global VP for
juices."This move is a strategic re-
organisation of India operations
and indicates the company is keen
to rapidly scale up its business
here," one of the officials said,
adding that Kini has been hand-
picked for the role.

A Coca-Cola India spokesman de-
clined to comment.

Before he relocated to Atlanta in
early 2009, Kini headed Coca-Cola
India's marketing operations for
three years. He joined the compa-
ny in 1998 and was promoted as
marketing head at a time when
the pesticide-in-cola controversy
that impacted soft drink sales was
still alive. He was among the top
officials instrumental in turning
around the company.

In June this year, Coca-Cola glob-
al chairman and CEO Muhtar Kent
had announced fresh investments
of $3 billion (about 16,500 crore)
over eight years for expanding its
bottling, cooling, and distribution
operations. This was over and
above the $2 billion (about
Rs.11,000 crore) investment the
maker of Thums Up cola and
Minute Maid juices had an-
nounced last year.

(Source: The Economic Times)
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ABOUT US...

Company Secretaries Act, 1980 (Act No. 56

of 1980) and is the only recognised profes-
sional body in India to develop and regu-

late the CS profession in India.

The Institute of Company
Secretaries of India(ICSI)
is constituted under an Act
of Parliament i.e. the

The Free Press Journal is an 84-year-old
newspaper based in Mumbai that has often
been described as the best friend of
Company Secretaries and those studying to
enter the profession.
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