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ning to segregate our services
in three different verticals viz.
Audit, Taxation and Manage-
ment Consulting. We are in
the planning stage and more
details will be revealed soon.
By virtue of this , articles can
expect to excel in one area
and also have an hands on
exposure in all other areas
through research, training
and will have exposure in
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Message

Dear All,

At the onset, on behalf of the
firm, | wish all those who are
appearing for their exams
this November, all success.
Further all those awaiting
their inter results, as the
famous saying goes" Realists
do not fear the results of
their study”, i'm sure with
the blessings of Almighty,
you guys are going to bring
laurels to your family and to
the firm.

From the professional per-
spective, as you are all aware
that lots of developments
are happening in the form of
new policies, procedures in
place, submission of time
sheets etc, all i can say is we
are marching towards a very

different verticals during their
tenure.

In terms of client addition,
We have a new US based en-
tity for whom we will provide
nternal Audit services and our
Management Consulting has
fetched new clients for busi-
ness reorganization and debt
syndication. Post the reces-
sion, the markets are looking
rosy, exciting and we are ex-
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Mr. Sridhar Swaminatha

(Partner)

pecting few more prospective
clients in the pipeline to be
converted into a potential
client for sure.

As we are scaling up, all i can
say is make use of the chal-
lenges, opportunities thrown
at you and make the maxi-
mum benefit out of the
samel!

partner

high elevation and this eleva-
tion to the peak would not
be possible without your
support and co-operation. As
we reach the highest level,
all i can assure is individually
you all will witness a stupen-
dous growth in your profes-
sional and personal develop-
ment.

From a strategic perspective
to provide more quality and
support to the client as part
of our "Value addition" pol-
nlcy, and also to ensure that
the articles & employees of
the firm get into a system
where there is "Vertical ex-
pertise and Horizontal expo-
sure", which is what is ex-
pected from all professionals
in this competitive
world, hence we are plan-

"Hard work is the yeast that
raises the dough"

Wishing you all a wonderful
month ahead and i'm sure in
the next letter the results and
the elevation in which we are
aiming at will be evident and
apparent.

With Regards & Love
S. Sridhar
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What is Carbon trad-
ing??2?2??
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Carbon Dioxide:

CO2 was one of the first
gases to be described as a
substance distinct from air.
In the 17th century, the
Flemish chemist Jan Baptist

oCar bon
worlds biggest

CARBON

van Helmont observed that
when he burned charcoal
in a closed vessel, the mass
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pretation was that the rest
of the charcoal had been
transmuted into an invisi-
ble substance he termed a
"Gas". Carbon dioxide is a
WDNBSyK2dza$§

transmits visible light but
absorbs strongly in the
infrared and near-infrared.

Now, let us understand the

co t by enjoining igll!!
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marlekla carbon dioxide

in market, like any other
overall as a com éi;fya..ed CARBON

mar ket

éTRADING. The carbon trade

came about in response to
the Kyoto Protocol. Signed
in Kyoto, Japan, by some
180 countries in December

'BarCIayS Capita|1997, the Kyoto Protocol

a trade. In effect, the buyer
is being fined for polluting,
while the seller is being
rewarded for having re-
duced emissions. Thus, in
theory, those that can eas-
ily reduce emissions most
cheaply will do so, achiev-
ing the pollution reduction
at the lowest possible cost

calls for 38 industrialized

to society.

Trading of carbon credits
happens in the form of
CERs or Certified Emissions
Reductions. CERs are in the
form of certificates, just
like a stock. A CER is given
by the CDM Executive
Board to projects in devel-
oping countries to certify

TRADE

{22 6KFGQa ¢
Tr1dejs the voluntary ex-
cga ngae of goods, services,

of both. Trade is also
called commerce or transac
tion. A mechanism that
allows trade is called
a market. Trading can also
refer to the action per-
formed by traders and
offdr anrket aéents Nl

the financial markets.

countries to reduce their
gre thse as erissjons
between th& years 2003 to
2012 to levels that are 5.2%
lower than those of 1990.

In such a plan, a central
authority (usually a govern-
ment agency) sets a limit or
cap on the amount of a
pollutant that can be emit-
ted. Companies or other
groups that emit are re-

that they have reduced
greenhouse gas emissions
by one tonne of carbon
dioxide per year.

To illustrate, if a project
generates energy using
wind power instead of
burning coal and in the
process saves 100 tonnes

M

r. Shathan S Mallashatte

The Sandbian

(Analyst)

quired to hold an equiva-
lent number of credits or
allowances which represent
the right to emit a specific
amount. The total amount
of credits cannot exceed
the cap, limiting total emis-
sions to that level. Compa-
nies that need to increase
their emissions must buy
credits from those who pol-
lute less. The transfer of
allowances is referred to as

of carbon dioxide per year,
Al Oly OftlAY

So, how do we measure
it???? Well, 1 carbon
credit = 1 Ton of co2.
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Fine, Does trading hap-
pens in international level
as expected???

To substitute your query,

al/ I ND2Y
worlds  biggest market
overall as a commodity
YIN] Si ¢

- Barclays Capital

sions from the electricity
sector.

But, there are Major Issues
popping up with the intro
of this new scheme. They
are,

The emergence of the op-
portunity of revenue gen-
eration has given a new
dimension to Accounting
and Taxation. As the con-
cept of Carbon Trading is
totally new, even at the
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CARBON TRADE
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Market:

Carbon emissions trading
have been steadily increas-
ing in recent years. Accord-
ing goSthe pMprigj Bagk'sy
Carbon Finance Unit, 374
million metric tones of car-
bon dioxide equivalent
(tCO,e) were exchanged
through projects in 2005, a
240% increase relative to
2004 (110 mtCO,e) which
was itself a 41% increase

international level, there
are many issues to be set-
tled before arriving at a
common opinion.

The administration and le-
gal costs of trading systems

Feofativel Kt& 20085 (7R

mtCO,e).

United States

A prominent example of an
emission trading system is
the sulpher dioxide SO,
trading system under the
framework of the Acid Rain
Program of the 1990.

European Union (EU):

The program caps the

Carbon markets created a
muddle and left much
room for unverifiable ma-
nipulation.

Recent Developments:

are too high. In fact, People The Copenhagen confer-

asSsS AGQa
than save and earn in it.

Also, technical issues rose
up like, Measuring of Car-
bon Emissions; it varies
from one industry to other.

new international frame-
work for controlling green-
house gas (GHG) emissions
has begun. The final round
of preparatory talks in Bar-
celona revealed deep divi-

What can we do as an INDIVIDUAL????

ass

LC AlGQa
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dmbunt of carbon dioxide
that can be emitted from
large installations, such as
power plants and carbon
intensive factories and cov-
ers almost half of the EU's
Carbon Dioxide emissions.

Australia

The New South Wales
(NSW) state government
has set up the NSW Green-
house Gas Abatement
Scheme to reduce emis-

sions between some of the
key participants.

In spite of so many confu-
sions, Developing as well as
Developed countries are
with it due to enormous
benefit, both economically

O K SenceJdtRadedite agree NA daSwell as ecologically.

nation. ONCE we shall be united to save our world for the benefit of our descendents.
So, we shall be part of the fight by contributing individually.

SO2y2Y
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What are Hedge Funds?

The first thing to
know about hedge funds is
that the term hedge fund is
not a legal term, but rather
an industry term. What a
hedge fund is, therefore, is
subject to some amount of
interpretation. A very spe-
cialized, volatility open-end
investment company that
permits the manager to
use a variety of investment
techniques usually

0A

HEDGEFUNDS

Some of the salient fea-
tures of Hedge Funds are:

prohibited in other types of

funds. These techniques 1. Hedge funds are un-
include borrowing money, registered (i.e., unreg-
selling short and using op- istered with the SEC)
tions. Hedge funds offer investment  compa-
investors the possibility of nies. That is, they are
extraordinary gains with not regulated by the
above average risk. Hedge SEC.

Funds are private owned 2. Hedge funds can be

investment funds which
are open to a limited range
of qualified investors.

ing

leverage, in that

future, In

tions,
s af &Waps%ondeoFtsmg,
investment WhigHf e ' o

Qp
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users of a variety of
investment strategies
and products, includ-

e US Hedge funds are
n only to accredited
investors.

Who are accredited inves-

iS increasing iﬁ\e amount of notional

popularity and |
distinct from,th
main stram

market exposure often
&ceeds the investment
capital of the fund.

ﬁedge funds have lim-
ited liquidity. Typically
investors can only get

i N v e s intqrivedsrpnt cedpin

dates and can only get

tors?

Under the Securities Act of
1933, a company that offers
or sells its securities must
register the securities with
the SEC or find an exemp-
tion from the registration

The Sandbian \\

Mr. Sudarsan Krishnan

(Analyst)

requirements. The Act pro-
vides companies with a
number of exemptions. For
some of the exemptions,
such as rules 505 and 506 of
Regulation D, a company
may sell its securities to

The federal securities laws
define the term accredited
investor in Rule 501 of
Regulation D as:

1. a bank, insurance com-
pany, registered in-
vestment  company,
business development
company, or small

business  investment
company;

2. an employee benefit
plan, within the mean-
ing of the Employee
Retirement Income
Security Act, if a bank,
insurance company, or
registered investment
adviser makes the in-

4.

vestment decisions, or
if the plan has total
assets in excess of S5
million;

a charitable organiza-
tion, corporation, or
partnership with as-
sets exceeding S5 mil-
lion;

a director, executive

what are known as
"accredited investors."
officer, or general

partner of the com-
pany selling the securi-
ties;

5. a business in which all
the equity owners are
accredited investors;

6. a natural person who
has individual net
worth, or joint net

f/
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worth with the per-
azyQa
ceeds $1 million at the
time of the purchase;
7. a natural person with
income exceeding
$200,000 in each of
the two most recent
years or joint income
with a spouse exceed-
ing $300,000 for those
years and a reasonable
expectation of the
same income level in
the current year; or

Who is a Hedge fund man-
ager?

Hedge fund definition can
be defined simple as a
managed portfolio that has
targeted a specific return
goal regardless of market
conditions. Hedge funds
can use a wide variety of
different investing strate-
gies to achieve this goal
and generally those strate-
gies are managed an exe-

HEDGEFUNDS

8. a trust with as-

4 LJ2 dza S ZsetdliK bxdessSHE T

$5 million, not
formed to acquire
the securities of-
fered, whose pur-
chases a sophisti-
cated person
makes

Origin of Hedge Funds

e Established in the
United States in 1940

and generally those strate-
gies are managed an exe-
cuted by a portfolio man-
ager.

Systems Adopted
e High ¢ Water Mark

e Hurdle Rates

Benefits of Hedge Funds

e Hedge against adverse
moves

e  Managerial ability

e Risk Management tool

e Less Regulations

e 1500 hedge funds-

1998
e 8000 hedge funds
currently

Top 10 Hedge Fund Play-

ers:

1. Union Bancaire Privee
(Geneva, Switzerland)

2. Grosvenor Capital
Management
(Chicago)

3. HSBC Private Bank

(Suisse) (London, UK)

Challenges

e Less Disclosures to
third parties

e No official hedge fund
statistics

e High managerial fees

e High volatility

Hedge Funds in India

e  Only Flls were permit-
ted by SEBI to register
with it, for taking port-
folio investment

Mutual Funds Vs. Hedge Funds

10.
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Permal Asset Manage-
ment (New York)
Credit Agricole Alter-
native Investment Po-
ducts Group

Societe Generale
(Paris, France)

Quellos Capital Man-
agement (Seattle, US)
lvy Asset Management
(New York)

Financial Risk Manage-
ment (London, UK)
Pictet & Cie (Geneva,
Switzerland)

HF do not come under
the provisions of SEBI
Flls regulations

Flls Devised Participa-
tory Notes (PN) to the
Hedge Funds
Currently no Hedge
Fund Domicile in India
Currently no Hedge
Fund Domicile in India
SEBI has imposed re-
strictions of fresh issue
of PNs (40% of Flls total
assets)

regulators

requirements of Security Market

Basis Mutual Funds Hedge Funds
Goal beat the index seek to generate positive abso-
lute returns
Investments long term investments more aggressive using short sell-
ing derivatives
Regulation have to comply with Regulatory less regulated

Leveraging Practices

debarred from such practice

use leveraging practices

Source of funds

vertising

raises funds from public by ad-

cannot advertise and only quali-
fied range of investors are al-
lowed to invest in hedge funds

Fee

Higher fees charged as there are
no regulatory restrictions

restrictions

fees charged as per regulatory
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LABOUR LAWS

by R

A greater chuck of Indian industry is occupied by Small and Medium Enterprises (SMEs).
The SMEs plays a pivotal role in the overall industrial economy of the country. The con-
cept of Small Scale Industries (SSI) has been done away with after the enactment of
a SRA dzY 9 Which ddksfids énera

Nature of Investment in Plant and Machinery
Enterprise
Engaged in Manufacture Engaged in providing Ser-
or Production vice
MICRO Up to " 25 Lakhs Up to " 10 Lakhs
SMALL Between ~ 25 Lakhsand °5 | Between " 10 Lakhsand "2
Crores Crores
MEDIUM Between8 " 5 Crores and Between "~ 2 Crores and
" 10 Crores 10 Crores

Naresh. C
(Intern)

Mr.

Thus the wide emergence of SMEs have paved way for the enactment of various labour legislations so
that the harmonious relationship between the employer and employee is sustained in an agreeable

O
[
M

providing ma-
chinery and
procedure for
the investiga-
tion and settle-
ment

of industrial
disputes by ne-
gotiations.

but not applicable
to person em-
ployed in mana-
gerial and admin-
istrative  capaci-
ties

*1600/-
month.

per

onment or fine
which varies for
different situations.

manner.

ACTS OBJECTIVITY APPLICABILITY ELIGIBILITY PENAL PROVISIONS | REMARKS
Industrial To secure indus- | To all industrial | All workers and | The punishment | An industrial
Dispute trial peace and | and commercial | supervisors draw- | may extend up to | dispute may be
Act, 1947 harmony by | establishments ing salaries up to | 6months of impris- | defined as a

conflict or dif-
ference of opin-
ion between
management
and workers on
the terms of
employment. It
is a disagree-
ment between
an employer
and employees'
representative,
say a trade un-
ion.
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LABOUR LAWS
ACTS OBIJECTIVITY APPLICABILITY ELIGIBILITY PENAL PROVISIONS REMARKS
2 2 NJ Y S|yT@ @bjective of [ To any person | Any person who | Any delay in com- | Any contract by
Compensa- | this Act is that in | whether incorpo- | has entered into a | pensation beyond 1 | a worker waiving
tion Act, | case of an em- | rated or not and | contract of service | month attracts in- | his right to be
1923 ployment injury, | any agent of em- | or apprenticeship | terest @ 6% p.a. and | compensated
compensation is | ployer and when | with an employer | penalty of up to 50% | under this Act is
been provided to | services are tem- | to work in any | of the compensa- | null and void.
the injured | porarily lent on | capacity, tion. Certain other
workman and in | hire to another | (including casual | offenses attract fine | This act is not
case of  his | person, then | employee) and | up to '5,000. applicable if ESIC
death, to his | means such other | such person is is deducted.
dependants. person. injured by accident
arising out of and
in the course of
this employment
or affected by any
disease specified
therein as an occu-
pational  disease
peculiar to that
occupation.
Contract To regulate the | To every establish- | Every  workmen | The punishment | Registration has
Labour employment of | ment or contractor | working in an es- | may extend up to | to be done in
[Regulation | contract labour | by whom 20 or | tablishment or | three months of | Form No. | in-
& Abolition] | in certain estab- | more workmen | under a contractor | imprisonment, or | case of principal
Act, 1970 lishment and to | are employed or | for whom the act | fine which may ex- | employer and
provide for its | were employed on | is applicable. tend up to 500, or | Form No. IV in-
abolition in cer- | any day of the both. case of contrac-
tain circum- | preceding 12 tor.
stances and for | months as con- Registration s
matters con- | tract labour. valid only for a
nected specified period
therewith. of time.
The Mini- | To determine | To all factories | Any person em- | For non compliance | Registration to
mum Wages | the minimum | (excluding sea- | ployed for wages | of the provisions of | be done in Form
Act, 1948 wages in indus- | sonal factories) | (up to '7500) a | the Act, an employer | 1 under the ESI
try and trade | employing 10 or | month, in connec- | may be punished for | Act, 1948 & ob-
where labour | more persons and | tion with the work | imprisonment up to | tain the em-
organizations are | working with | of a factory or es- | six months or fine | L 2 & SN 3
non-existent or | power or employ- | tablishment. up to "500/- or both. | number.
ineffective. ing 20 or more
persons and work-
ing without power.
To all shops Em-
ploying 20 or more
persons

//
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LABOUR LAWS

ACTS OBIJECTIVITY APPLICABILITY ELIGIBILITY PENAL PROVISIONS REMARKS
Equal Re- | To provides for | To all establish- | To every worker in | The punishment | The employer
muneration | the payment of | ments/ employ- | any establishment | shall extent up to | must maintain a
Act, 1976 equal remunera- | ments as notified | or employment | fine of 20,000 or | register of wages
tion to men and | by Govt. of India | qualified under the | imprisonment up to | payable to every
women workers | from time to time. | act. one year for the first | workmen in
for the same offence and up to | Form D.
work or work of two years for the
a similar nature subsequent of-
and to prevent fences.

gender disparity
in  matters of

occupation.
The Pay- | To ensure regu- | To every person | Every person who | Any person who | The employer
ment of | lar and prompt | employed in any | is employed in any | contravenes the | shall maintain a
Wages Act, | payment of | factory, upon any | of the above men- | provisions will be | register of
1936 wages and to | railway or through | tioned establish- | punishable with a | wages, fines,

prevent the ex- | sub-contractor in a | ments and who is | fine which extends | damages, deduc-
ploitation of a | railway and a per- | drawing less than | up to 1000 and sub- | tions and ad-
wage earner by | son employed in | ‘6,500 per month. sequent conviction | vances in respec-

prohibiting arbi- | an industrial or may attract impris- | tive forms which

trary fines and | other establish- onment which may | has to be pre-

deductions from | ment as defined extend up to | served for a pe-

his wages. under the Act. 6months and a fine | riod of 3years.
up to "3000.
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the IRS Tax auditor who had come to review his re-
cords. At one point the auditor exclaimed, "Mr.

Pappu Ji, we feel it is a great privilege to be allowed

Why do accountants get excited on Saturdays? They can wear casual clothes to work.

DID YOU PAY TAXES???

A nervous taxpayer was unhappily conversing with

to live and work in the India.

smile.

NEFR y20Sf akK

As a citizen you have an obligation to pay taxes,
and we expect you to eagerly pay them with a

""Thank goodness," returned Mr. Pappu Ji, with a

giant grin on his face, "l thought you were going to

want me to pay with cash."

Here are five tricky questions, let's see how
many you can answer!

1.

A murderer is condemned to
death. He has to choose between
three rooms. The first is full of
raging fires, the second is full of
assassins with loaded guns, and the
third is full of lions that haven't
eaten in 3 years. Which room is
safest for him?

A woman shoots her husband.
Then she holds him under water
for over 5 minutes. Finally, she
hangs him. But 5 minutes later
they both go out and enjoy a won-
derful dinner together. How can
this be?

What is black when you buy it, red
when you use it, and grey when
you throw it away?

Can you name three consecutive

days without using the words
Wednesday, Friday, or Sunday?
This is an unusual paragraph. I'm

curious as to just how quickly you
can find out what is so unusual
about it. It looks so ordinary and
plain that you would think nothing
was wrong with it. In fact, nothing
is wrong with it! But it is highly
unusual, though. Study it and think
about it, but you still may not find
anything odd. But if you work at it
a bit, you might find out. Try to do

so without any coaching!

Answers

1. The third room. Lions that haven't
eaten in three years are dead. That
one was easy, right?

2. The woman was a photographer.
She shot a picture of her husband,
developed it, and hung it up to dry.

3. Charcoal, as it is used in barbecu-
ing.

4. sure you can name three consecu-
tive days: yesterday, today, and
tomorrow!

5. The letter 'e', the most common in

the English language, does not
appear even once in the para-

graph.

NS
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MAIL IT TO CLAIM IT ( SURPRISER . )

1. Recently which company was the first of its kind to be listed in India
through an Indian depository receipts (IDR) issue?

2. What does NASSCOM stands for?

3. Who is the current president of Federation of Indian Chambers of Com-

merce & Industry (FICCI)?

4. Name the Chariman of Empowered Committee of State Finance Ministers,
who is the panel chief for implementation of GST in India?

Which former India hockey star recently attacked an Umpire during a hockey match?
The new Rupee symbol was designed by ?

Recently the Kadapa district in Andhra Pradesh was renamed as ?

The parent company of Pizza Hut and Kentucky Fried Chicken (KFC) is ?

L o N o U

Which is going to be the first Micro finance company in India to go for an IPO?
10. Which marketting expert said that, "Marketting takes a day to learn, but unfortunately it takes a life-

time to master" ?

Send in your answers toewsletter@sandbca.comWinners name will be announced in the next edition

and surprise qift awaits the winner

Up coming birthdays

4th August - Narasimhan P & Venkatraghavan
21st August - Naresh C

Newsletter Editor ¢ July 2010

The Newsletter has been designed, edited by Mr Adhivaragan ¢ Analyst. The
firm acknowledges and appreciates the efforts of Adhivaragan for his contri-
bution. He can be reached at adhi@sandbca.com.
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