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Having majority no reason for lawmakers to defy party: top court

Krishnadas Ra
NEW DELHI

The Supreme Court made
it clear on Wednesday that
a group of MLAs or MPs
cannot override the official
directives of the parent
political party merely for
the reason that they hold a
majority among the elect-
ed members.

Justice Joymalya Bagchi,
part of a three-judge Bench
headed by Chief Justice of
India Surya Kant, said the
maturity of a democracy
was measured by the con-
stancy of political parties
and their members to their
ideology. The court was
hearing a dispute between
the Shiv Sena factions led
by Uddhav Thackeray and
current Maharashtra De-
puty Chief Minister Eknath
Shinde over who was the
real party and the rightful

CM 4

bearer of the party symbol.

Senior advocate Kapil
Sibal, appearing for Mr.
Thackeray, said “mergers”
orchestrated by a faction of
MLAs/MPs was not dictat-
ed by democratic or ideo-
logical powers, but a naked
pursuit of power. “You are
carrying this shenanigan to
an absurd level where the
entire electoral process be-
comes a farce because the
electoral verdict can be
changed through manipu-
lation and defection. The
government that comes in-
to existence is not the go-
vernment that the people
voted for. This has huge re-
percussions,” he said.

The court also indicated
the striking of a balance
between the electorate’s
decision to vote a party to
power and the individual
representatives’ liberty to
express disagreement with

- WA

legislature party

JUSTICE JOYMALYA BAGCHI

in oral observation

the party’s decisions.

The dispute being heard
by the court dated back to
June 2022 when the Shiv
Sena had split into two riv-
al camps. The Thackeray
government was toppled
as Mr. Shinde, backed by
40 out of 55 party MLAs,
teamed up with the Deven-
dra Fadnavis-led BJP side
and formed the govern-
ment. The Election Com-
mission (EC) later conclud-
ed that Mr. Shinde’s was
the “real” Shiv Sena and

The control of the
political party subsists
over the legislature party. Any
valid decision of the political
party has to prevail over the
will of the majority of the

gave it the party symbol.
The senior advocate

said it was time the Su-

preme Court examined the

“trend” of “coordinated
and unilateral” shift of
loyalties by legislators of
one political party to
another, leading to the
overthrow of elected go-
vernments in multiple
States. He asked whether a
few legislators could unilat-
erally decide a “merger”
with another party without
the knowledge of the pa-

rent political party.

“The control of the pol-
itical party subsists over
the legislature party. Any
valid decision of the politi-
cal party has to prevail ov-
er the will of the majority
of the legislature party,”
Justice Bagchi observed
orally.

“Suppose a set of legisla-
tors of a political party,
merely because they are in
the majority, pass a resolu-
tion seeking to remove the
office-bearers of the politi-
cal party and, in furthe-
rance of that, undertake a
series of coordinated acts.
They cannot remove the
office-bearers of the politi-
cal party. Those very acts
amount to voluntarily giv-
ing up the membership of
the political party. As this
court has held, voluntary
giving up of membership is
determined from the con-

duct of the individual;
nothing more is required,”
Mr. Sibal submitted.

He, quoting an earlier
judgment of the Supreme
Court in the Shiv Sena
case, said rebel legislators
cannot be allowed to “con-
flate” the political party
with the legislative party.

“If this is allowed, you
can topple any govern-
ment at any point in time.
Legislators can switch ov-
er, form a new government
and not bother about the
political party,” he argued.

Mr. Sibal said the EC’s
decision was erroneously
based on which faction
had the majority in the le-
gislature party.

He argued that the con-
cept of a ‘split’ in the legis-
lature party under the
Tenth Schedule was un-
known. There was no con-
cept of a majority within a

legislature party. A split, as
a defence against the
charge of defection under
the Tenth Schedule, while
it was in existence, only re-
lated to the political party.

A 2023 Constitution
Bench judgment in Sub-
hash Desai versus Principal
Secretary, Governor of
Maharashtra, confirmed
that the ‘original political
party’ and the ‘legislature
party’ were “distinguisha-
ble concepts” under the
Tenth Schedule.

The judgment said the
Tenth Schedule recognised
the independent existence
of a legislature party only
to the limited extent of pre-
senting a defence for Mem-
bers, who back a merger or
split (the latter was omitted
as a defence in 2003) in-
itiated by the original polit-
ical party, against bulk dis-
qualification action.

h



Background of the Case

In June 2022, Maharashtra witnessed a major political crisis.

Original Situation
o Uddhav Thackeray was the Chief Minister.

e Shiv Sena was part of the Maha Vikas Aghadi (MVA) government along with NCP and Congress.
Rebellion

Senior Shiv Sena leader Eknath Shinde led a rebellion.
Out of 55 Shiv Sena MLAs, about 40 MLAs supported him.
Because of this:

e Uddhav Thackeray resigned.
e Eknath Shinde formed the government with BJP support.

Later,

e Election Commission (EC) recognised Shinde's faction as the "real Shiv Sena".
e Shinde received the party name and bow and arrow symbol.

This decision is still under judicial scrutiny.



What was the Supreme Court hearing?

The Court is deciding:

Can a majority of MLAs take control of a political party?

Or

Does the original political party continue to control its legislators?

What Justice Joymalya Bagchi observed

Justice Bagchi made several important oral observations.



1. Majority inside Legislature does NOT mean ownership of the party

He said:

Merely because most MLAs support one faction does not mean they become the real political party.
The political party exists independently of the legislature party.
Example
Suppose Party XYZ has

e National President
» National Executive
» Constitution

» Crores of workers

If 70% of its MLAs rebel,

they cannot automatically claim ownership of

e party
e symbol
e organisation.



2. Political Party controls Legislature Party

Justice Bagchi said

The control of the political party subsists over the legislature party.

Meaning
The elected MLAs must obey

e party constitution
e authorised leadership
o official whip.

Not the other way around.



3. Democracy requires party discipline

The Court observed
Democracy is not simply counting heads.
It also depends upon

e ideological commitment
e party discipline
e respecting voter mandate.

People vote not only for an MLA,
they also vote for

e party ideology
e election manifesto
e |eadership.



4. Why majority cannot become supreme

Justice Bagchi gave a hypothetical example.
Imagine

70 legislators become majority.

Then they decide

e remove party president
e remove office bearers
e change party ideology.

If such acts are allowed,
then MLAs would effectively "capture" political parties.

The Court questioned this logic.



Kapil Sibal's arguments (for Uddhav Thackeray)

Senior Advocate Kapil Sibal strongly argued that:

1. This is manipulation of democracy

He said

If legislators can change governments simply because they become majority;,
then

Election results lose meaning.

Governments can be overthrown repeatedly.

2. Political party cannot be defeated from inside

He argued
The legislature party is only a part of the political party.

It cannot become bigger than the parent organisation.



3. Mergers cannot happen secretly

He questioned
Can some MLAs
without permission of

« party president
« party executive

merge the party into another political party?
According to him

No.

4. Dangerous precedent

Sibal warned

If this principle is accepted,

then every government in India becomes unstable.
Whenever enough MLAs gather,

they could

» switch sides
« topple governments
« form new governments.



Main Constitutional Issue

The dispute revolves around the Tenth Schedule (Anti-Defection Law).

The Court is interpreting

What is more important?

Option A

Majority inside Legislature Party

OR

Option B

Original Political Party

The Court's observations clearly favour Option B.



What is Legislature Party?

A legislature party means

All MLAs or MPs elected from one political party inside the Assembly or Parliament.
Example

If BJP wins 240 MPs

Those 240 MPs form the BJP Legislature Party.

But BJP organisation consists of

e President

» National Executive
o State Units

e Crores of members

These are separate.



Political Party vs Legislature Party
Political Party

Registered with Election Commission
Has constitution

Has organisational structure

Runs across the country

Controls party decisions

Legislature Party

Group of elected MLAs/MPs

Exists only inside Legislature

Has elected representatives

Limited to Assembly or Parliament

Must normally follow party decisions

What did the 2023 Constitution Bench say?

The newspaper refers to an earlier Constitution Bench judgment.

It held that

Political Party and Legislature Party are two different constitutional entities.

The legislature party exists only for limited purposes under the Anti-Defection Law.

It cannot replace the original political party.



 What is Anti-Defection Law?
* Introduced through the:
e 52nd Constitutional Amendment Act, 1985
* Added the Tenth Schedule to the Constitution.
* Purpose:
* Prevent political defections.
e Ensure stable governments.
* Reduce horse-trading and corruption.
* An MLA/MP can be disqualified if they:
* Voluntarily give up party membership.
* Vote against the party whip without permission.



Split vs Merger

Earlier

A split by one-third of legislators could avoid disqualification.

However,

the 91st Constitutional Amendment (2003) removed this provision because it was widely misused.

Now, only a merger is recognised, and it requires strict constitutional conditions. A simple majority within
the legislature party is not, by itself, enough to establish that the original political party has changed.

Why is this case important?

This case will determine:

» Whether elected representatives are supreme over political parties.

* The scope of the Anti-Defection Law.

» How future rebellions within political parties will be treated.

 The balance between internal party democracy and government stability.

» How the Election Commission should assess claims to a party's name and symbol in similar disputes.
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Working for a cause: Winners of the De. M.S, Swaminathan Award
for Environment Protection 2026 with dignitaries at the event in the
oty on Wednesday. R rAGU

Two women receive
M.S. Swaminathan
award for their work

CHENNAI

Two women - P. Pechi-

Dr. M.S. Swaminathan
Award for Environment
Protection 2026 on Wed-
nesday. They brought
about changes in their
communities,

‘Commendable efforts’
Virendra Tiwari, Chair-
man, National Biodiversity
Authority, who presented
the awards, said that it was
important to strike a ba-
lance between develop-
ment and biodiversity. Sus-
tainable agriculture
practices and keeping the
sea plastic-free were com-
mendable efforts,

The women who re
ceived the awards were im-
mensely grateful to the
foundation for assisting
their communities in con-
tributing towards environ-
mental protection. “They
(the commumities) couldn’t
believe that I will get an
award for just having col-

lected wastes like old nets,
nylon ropes, and other
plastics from the shore,”
said Ms. Pechivammal.
From a small farmer, who
depended on the skies for
water and got a few bags of
produce, Ms. Govindam-
mal said she had risen to
being a member of a Farm-
ers Producer Company.
“We were all like that, de-
pendent on the rains. But
now we get good seeds and
good rates for produce,”
she said,

Soumya Swaminathan,
chairperson, M.S. Swami-
nathan Research Founda-
tion, thanked Rotary Club
of Madras East (Rl District
3234), and CavinKare Pvt.
Ltd, for taking the effort to
present the awards.

‘Risky businesses’

She said that from last year
a decision had been taken
to award people from the
grassroots, “Both fishing
and agriculture are risky
businesses which we don'’t
realise because we get our
grocery from stores. The
women do it because it is
the right thing to do.”

D. Suresh Jain, District
Governor, RI District 3234,
and Club president Radhi-
ka Sathyanarayana
present.
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Dr. M.S. Swaminathan Award for Environment
Protection 2026

Chennai

Virendra Tiwari, Chairman, National Biodiversity
Authority (NBA)

M.S. Swaminathan Research Foundation
(MSSRF)

Rotary Club of Madras East (RI District 3234) &
CavinKare Pvt. Ltd.

P. Pechiyammal and Govindammal

Environmental Protection & Sustainable
Livelihoods



Who was Dr. M.S. Swaminathan?

Full Name
Dr. Monkombu Sambasivan Swaminathan (1925-2023)

Often called the:

Father of India's Green Revolution

Contributions

e Introduced high-yielding wheat and rice varieties.

 Helped India become self-sufficient in food production.

 Promoted sustainable agriculture.

* Focused on protecting biodiversity while increasing productivity.

* Founded the M.S. Swaminathan Research Foundation (MSSRF) in Chennai.



Awardee 1: P. Pechiyammal

Where is she from?

Ramanathapuram, Tamil Nadu
A coastal district famous for:

» Fishing
» Gulf of Mannar Marine Biosphere Reserve
» Rich coral reefs

What was her contribution?

She pioneered the collection of "Ghost Gear."

What is Ghost Gear?

Ghost gear refers to abandoned, lost or discarded fishing equipment that continues to pollute oceans.
Examples include:

» Fishing nets
* Nylon ropes
» Fishing lines
» Plastic floats
e Traps
» Buoys



Awardee 2: Govindammal

Where is she from?

Villupuram district, Tamil Nadu

What did she promote?

She became a champion of:

e Sustainable agriculture
e Farmer cooperation
* Better farming practices

Her Journey

She was previously a small farmer.
Problems faced:

¢ Rain-dependent farming
e Low productivity
e Poor market prices

Later she joined a:

Farmers Producer Company (FPC)



Why Agriculture and Fishing are "Risky Businesses"

Soumya Swaminathan noted that people often overlook the risks faced by those working in farming and
fishing because consumers simply buy food from stores.

Risks faced by farmers

e Drought

e Floods

e Pest attacks

¢ Climate change

e Price fluctuations
¢ Rising input costs

Risks faced by fishermen

¢ Cyclones

¢ Rough seas

¢ Declining fish stocks

¢ Marine pollution

e Fuel costs

¢ Changing weather patterns

She appreciated that many women continue this work because they believe it is the right thing to do for
their families and communities.
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RBI panel keep repo rate
steady at 5.25%; real GDP
growth pegged at 6.7%
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2019 marked a new
chapter for J&K and
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RBI panel keeps repo rate
steady at 5.25%; real GDP
growth pegged at 6.7%

Lalatendu Mishra
MUMBAI

The Monetary Policy Com-
mittee (MPC) of the Re-
serve Bank of India (RBI)
voted unanimously on
Wednesday to keep the
policy repo rate under the
liquidity adjustment facili-
ty (LAF) unchanged at
5.25%, after a detailed as-
sessment of the evolving
macroeconomic and finan-
cial developments.

Consequently, the
standing deposit facility
(SDF) rate remains at 5%,
and the marginal standing
facility (MSF) rate and the
bank rate remain at 5.5%.

The MPC also decided
to continue with the neu-
tral stance.

RBI Governor Sanjay
Malhotra, in his monetary
policy statement, said the
Indian economy has re-
mained resilient amid per-
sisting global headwinds.

Robust consumption

“High-frequency indica-
tors available so far point
towards steady domestic
demand in Ql: 2026-27.

Indian economy
remains resilient

amid persisting
global headwinds,

says RBI Governor

Private consumption re-
mained robust. Investment
continues to be resilient, as
suggested by various indi-
catorsrelated to construc-
tion, capital goods and
bank credit,” he said.

“External demand also
sustained, as healthy ex-
pansion in services exports
was complemented by a
rebound in merchandise
exports,” he stated.

Looking ahead, he said,
the turbulent global eco-
nomic environment would
have some bearing on
domestic economic activi-
ty.

“Energy prices and sup-
ply chain pressures remain
elevated and uncertain.
The adverse impact is be-
ing contained with various
supply-side measures.
Even though the situation
is still evolving, a deficient
and uneven south-west

monsoon amidst El Nifio
conditions poses some
risks to the agriculture sec-
tor’s outlook and rural de-
mand,” he emphasised.
Taking various factors
into consideration, real
GDP growth for 2026-27 is
projected at 6.7% which is
10 bps higher than the ear-
lier projection, with QI at
7.0%; Q2 at 6.4%; Q3 at
6.5%; and Q4 at 6.8%. Real
GDP growth for Q1:2027-28
is projected at 7.3%. The
risks are evenly balanced.

CPI increased to 4.4%
Mr. Malhotra said that
while CPI inflation in-
creased to 4.4% in June
2026 after remaining be-
low the target for 16 con-
secutive months, it turned
out to be lower by 30 basis
points (bps) than what was
earlier projected for
Q1:2026-27.

“The increase in June
was primarily due to high-
er food and fuel inflation.
Fuel inflation also rose, dri-
ven by revision in retail
prices, following the spike
in international energy
prices,” the Governor said.



Parameter Latest Decision

Repo Rate 5.25% (Unchanged)
Standing Deposit Facility (SDF) 5.00%

Marginal Standing Facility (MSF) 5.50%

Bank Rate 5.50%

MPC Decision Unanimous (6-0)
Policy Stance Neutral

Real GDP Growth (FY 2026-27) 6.7%

CPI Inflation (June 2026) 4.4%



Quarter Growth Forecast

Ql 7.0%
Q2 6.4%
Q3 6.5%
Q4 6.8%

Full Year 6.7%



e Inflation Situation
e Current CPI Inflation
* 4.4% (June 2026)

e Although inflation increased compared to earlier months, it remains
within the RBI's target band.

* Why did inflation rise?

e Governor Malhotra identified:
* Food Inflation

* Higher food prices.

* Fuel Inflation

* Increase in retail fuel prices following higher international energy
prices



Risks Identified by RBI

1. Global Economic Slowdown

Weak international demand may affect exports.

2. High Energy Prices

Qil and gas prices remain volatile.
Higher energy costs increase:

* Transport costs.
« Manufacturing costs.
« Inflation.

3. Supply Chain Disruptions

Global trade tensions can affect imports of raw materials and components.

4. Monsoon Concerns

The Governor warned that El Nifio conditions could weaken the southwest monsoon.
This may affect:

« Agricultural production.
* Rural incomes.
« Food inflation.



Rate
Repo Rate

Reverse Repo (currently replaced
operationally by SDF)

Standing Deposit Facility (SDF)

Marginal Standing Facility (MSF)

Bank Rate

Purpose

RBI lends money to banks
Banks park excess funds with RBI

Banks deposit money with RBI without
collateral

Emergency overnight borrowing by
banks

Long-term lending rate used for certain
policy purposes



What is Monetary Policy Committee (MPC)?

The Monetary Policy Committee (MPC) decides India's monetary policy.

Established

« 2016
» Under the RBI Act (amended in 2016)

Members
RBI Members Government Nominees
RBI Governor (Chairperson) Three external economists appointed by the Central Government

RBI Deputy Governor (Monetary Policy)

One RBI Executive Director

The MPC has 6 members.

Decisions are made by majority vote.



WAlT AN D Retail inflation (% y-o-y) GDP growth (% y-o-y)

-

Q2FY27

Q3FY27

Q4FY27

FY27

QIFY28

*Actual ¥ June 5, 2026 W August5, 2026 Source: RBI

SANJAY MALHOTRA, GOVERNOR, RBI

We are neither dovish nor are
we hawkish. This is the right
policy rate for the given
growth-inflation dynamics




v, Ao 6, 206
RMMA

THE NDU

India’s cancer focus must shift to early detection
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DATA POINT

ping the special status accorded to
the State of Jammu and Kashmir
(J&K) by Article 370 of the Consti-
the Union government not only
abrogated the special status, but
also took direct control of the
State’s administration by bifurcat-
ing it into two Union Territories —
J&K and Ladakh.

Union Home Minister Amit
Shah, who introduced the legisia-
tions in both Houses, projected
them as a panacea for J&K's woes,

On August 5, 2026, Prlmthb—
ter Narendra Modi said in a post on
X, Sevenyuﬁam.mtmsday.
articles 370 and 35(A) became his-
tory, marking a decisive new chap-
ter in the journey of Jammu and
Kashmir as well as Ladakh.” He
said lives had been transformed by
growing opportunities in educa-
tion, healthcare, entrepreneur-
ship and sports.

An analysis of available data
shows that while many of Mr.
Shah’s 2019 contentions about
J&K's backwardness in health and
education were misleading, the
Union government has not deli-
vered on lts promise of wide-rang-
Ing transformation - be it in the
economy, on terrorism or civil li-
berties. J&K was in fact a relatively
bett State before
2019 on Indicators such as life ex-
pectancy, poverty, infant mortali-
ty, government doctors per capita,
and human development index.

Data gaps after the bifurcation
make meaningful comparison dif-
ficult on several socio-economic
indicators. For instance, the an-
nual finance audit reports of the
Comptroller and Auditor General
of India (CAG) note missing data in

many sections.

Data shows that J&K's economy
contracted by 1% in real terms in
2019-20 and shrank further during
the pandemic in 2020-21. It re-
bounded subsequently, partly on a
low base, but growth dropped
sharply in 2024-25 (Chart 1). Capi-
tal outlay for J&K, according to the
CAG's finance accounts reports,
did not Increase significantly and
in fact contracted in the two years
since 2019 (Chart 2).

On the education fromt, higher
education enrolment in J&K and its
Gross Enrolment Ratio (GER) de-
clined in 2022-23 and 2023-24 —
the latest years for which All India
Survey on Higher Education re-
ports are available. The drop in en-
rolments was particularly sharp in
2023-24 (-11%) (Chart 3). The Pe-
riodic Labour Force Survey re-
ports show that while the unem-

t rate did not improve
nodceabbrformen. it rose for wo-
particularly in 2023-24
(Clurt 4). RBI data show that the
number of factorles in J&K
dropped marginally between

deaths of cvilians and soldiers
have not dropped below 2012-2016
levels (Chart 5). Meanwhile, cases

and detenues have increased
sharply. J&K's Freedom House
score for civil liberties and political
rights has also declined since 2019
(Table 1),

Importantly, the government’s

promise of restoring J&K’s State-
hood remains unfulfilled.

Undelivered promises

The data for the charts were sourced from the RBL Freedom House, the NCRB, Software Freedom Law Center {SFLC) and South
Asis Terrorism Portal. With inputs from Gandla Sneha and Nevedha M. The two and Sachin Swaraj Interned with The Hindu

CHART 1: Gross State Domestic Product and rate of growth (in
constant prices) for Jammu & Kashanir and Ladakh over years
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CHART 2: Capital outlay (in ® crore) and change in outlay per
year {in %)
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CHART 3: Total encolments in higher education and Gross
enrolment ratio (GER) for JAK and Ladakh
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| CHART 5: Terrorsm-related incidents and deaths of civilians
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* On 5 August 2019, Parliament passed legislation to:

* Revoke the special status of Jammu & Kashmir under
Article 370.

* Remove the special provisions under Article 35A.
* Reorganise the former State into two Union Territories:
e Jammu & Kashmir
* Ladakh
* The Union Government argued this would improve:
* Development
* Investment

Employment

Security

Governance



Key Findings

1. Economic Growth

The chart shows:

» J&K's economy contracted during the pandemic (2019-20 and 2020-21).
* |t recovered later, but growth slowed again in 2024-25.

The article suggests that public investment did not increase substantially enough to transform the

economy.

2. Capital Expenditure

Capital outlay (government spending on long-term assets such as roads, schools, hospitals, and
infrastructure) rose in some years but fluctuated rather than showing a steady upward trend.

3. Higher Education

The article reports:
» Decline in total higher education enrolment.

* Gross Enrolment Ratio (GER) fell from about 24.7% to 21.2% over the period shown.

Possible contributing factors include demographic changes, migration, or educational access, though the
article does not establish a single cause.



4. Employment

The unemployment chart indicates:

¢ Limited improvement for men.
e Higher unemployment among women, particularly urban women, in the data presented.

Employment remains a significant challenge.

5. Terrorism

The chart indicates that:

e Terror-related incidents have generally declined compared with the peak years before 2019.
e Civilian and security force deaths have also reduced over time.

However, the article notes that terrorism has not disappeared entirely.

6. Civil Liberties

The article points to concerns over:

¢ |Internet shutdowns.
e Detentions.
e Cases under the Unlawful Activities (Prevention) Act (UAPA).

It cites these as indicators of continuing restrictions on civil liberties.



Undelivered promises

The data for the charts were sourced from the RBI, Freedom House, the NCRB, Software Freedom Law Center (SFLC) and South
Asia Terrorism Portal. With inputs from Gandla Sneha and Nivedha M. The two and Sachin Swaraj interned with The Hindu

CHART 1: Gross State Domestic Product and rate of growth (in
constant prices) for Jammu & Kashmir and Ladakh over years
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CHART 3: Total enrolments in higher education and Gross

enrolment ratio (GER) for J&K and Ladakh

CHART 5: Terrorism-related incidents and deaths of civilians
and soldiers have not dropped below 2012 to 2016 levels
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OFS FOLLOWS INSURER’S RECENT BONUS SHARE ISSUE

LIC stake sale garners
around ¥31 552 crore

FE BUREAU
New Delhi, August 5

BACKED BY STRONG institu-
tional demand, the Centre on
Wednesday successfully con-
cluded the offer for sale (OFS)
of a 6.5% stake in Life Insur-
ance Corporation (LIC), raising
around ¥31,552 crore,making
it India’s largest public offering
ever.With the LICOFS, the gov-
ernment has mobilised about
¥52,700 crore through disin-
vestment so far in the current
financial year, the highest
since FY19.

The two-day OFS closed
with bids for 113.16 crore
shares against the offer size of
82.22 crore shares, including
the greenshoe option, result-
ing in an overall subscription
of 1.38 times.

“A total of 82,23,33,558
shares have been allocated for
anamount of ¥31,552 crores,
making it India’s largest public

STRONG INSTITUTIONAL DEMAND

mWiththeLIC | mThe2-dayOFSclosed mLatest stake
OFS, the govt with bids for 113.16cr  sale enables LIC
has mobilised shares against the offer  to meet the Sebi
about size of 82.22 cr shares requirement
€52,700 crvia of achieving
disinvestment 10% public
sofarin FY27, shareholding by
the highest s May, next year
vy WThegovthas
set a target of
raising around
v ' 80,000 cr
Fhegg,! in FY27 via
¥ stakesales

offering ever,” department of
investment and public asset
management (Dipam) secre-
tary Arunish Chawla said.

The institutional portion
was subscribed 1.45 times,
receiving bids for 107.4 crore
shares against an offer of 74
crore shares. The retail portion
attracted bids for 5.76 crore

shares against 8.22 crore
shares, translating into a sub-
scription of 0.7 times.

The latest stake sale also
enabled LIC to meet the Secu-
rities and Exchange Board of
India (Sebi) requirement of
achieving 10% public share-
holding by May 16, 2027,
ahead of schedule.

The government had listed
LIC in May 2022 by selling a
3.5% stake, raising ¥20,516
crore. It plans to gradually
increase the insurer’s public
float to meet the 25% mini-
mum public shareholding
requirement.

The OFS followed LIC’s
recent 1:1 bonus share issue,
which lowered the effective per-
share price and made the offer
more affordable forawider pool
of investors. The proceeds will
provide a boost to the Centre's
disinvestment receipts.

The government has set a
target of raising around
80,000 crorein FY27 through
stake sales in public sector
enterprises and other compa-
nies where it holds minority
stakes. These non-tax revenues
are particularly important this
year amid fiscal pressures,
including the potential increase
in the fertiliser subsidy bill due
tothe US-Iranwar.



Particular

Company

Seller

Stake Sold

Amount Raised

Mode

Total Bids

Shares Offered

Overall Subscription
Institutional Subscription
Retail Subscription

FY27 Disinvestment Collection

FY27 Target

Details

Life Insurance Corporation of India (LIC)

Government of India
6.5%

X31,552 crore

Offer for Sale (OFS)
113.16 crore shares
82.22 crore shares
1.38 times

1.45 times

0.70 times

X52,700 crore (so far)
X80,000 crore



What Happened?

The Government sold 6.5% of its ownership in LIC through the stock market using the Offer for Sale
(OFS) mechanism.

Result

« Government received ¥31,552 crore.
« |t became India's largest public equity offering by value.
« The issue witnessed strong institutional investor demand.

What is an Offer for Sale (OFS)?

An Offer for Sale (OFS) is a mechanism through which existing shareholders (such as the Government or
company promoters) sell their shares to the public through the stock exchange.

Features

« Only existing shares are sold.
« The company does not issue new shares.
« The sale proceeds go to the selling shareholder (here, the Government), not to the company.

Example

Suppose the Government owns 80% of a PSU.
If it sells 5% through OFS:

* Government ownership reduces to 75%.
« The company receives no new funds.
* The Government receives the sale proceeds.



What is Disinvestment?

Disinvestment means the Government sells part or all of its stake in public sector enterprises (PSUs).

Objectives

* Raise revenue.

» Reduce fiscal deficit.

» Increase public participation in PSUs.

* Improve efficiency through wider ownership.
« Meet minimum public shareholding norms.

Why did the Government sell LIC shares?

1. Raise Revenue

The Government raised 31,552 crore, contributing to its FY27 disinvestment receipts.

2. Achieve Public Shareholding Norms

SEBI requires listed companies to maintain a minimum level of public ownership.
For LIC, the target is:

» 10% public shareholding by May 16, 2027.

The latest OFS helps LIC move closer to this requirement ahead of schedule.



Bids Received

113.16 crore shares

Since bids exceeded the shares on offer:

The issue was oversubscribed.

Overall subscription:

1.38x

Institutional Investors

Offered Bid Received

74 crore shares 107.4 crore shares

Subscription:
1.45x
This indicates strong confidence from large investors such as:

« Mutual funds.

* |nsurance companies.

« Pension funds.

« Foreign Institutional Investors (Flls).
» Banks.

Retail Investors

Retail investors bid for:

5.76 crore shares

against

8.22 crore shares offered.

Subscription:

0.70x

This means the retail portion was undersubscribed.
Possible reasons include:

e Market volatility.
e Investors waiting for lower prices.
o Preference for other investment options.



Connection with LIC Bonus Issue

The article notes that the OFS followed LIC's 1:1 bonus share issue.

What is a Bonus Share?

A bonus issue is the distribution of additional shares to existing shareholders free of cost.
In a 1:1 bonus issue:
e A shareholder receives one additional share for every one share already held.

Example

Before:

100 shares

After a 1:1 bonus:
200 shares

The total investment value generally remains the same immediately after the bonus because the share
price adjusts accordingly.



Why was the Bonus Issue Important?

The bonus issue:

e Reduced the market price per share.

e Made LIC shares more affordable.

e |ncreased participation from a wider range of investors.
e |mproved the attractiveness of the OFS.

LIC IPO Background

Particular Details

IPO Year May 2022
Stake Sold 3.5%

Amount Raised 220,516 crore

At that time, the Government retained the majority of LIC's ownership and planned to gradually increase
public shareholding over the following years.



Why is Disinvestment Important?
Benefits

1. Generates Non-Tax Revenue

The Government raises funds without increasing taxes or borrowing.

2. Reduces Fiscal Deficit

Higher non-tax revenue lowers borrowing requirements.

3. Improves Corporate Governance

A broader shareholder base often increases transparency and accountability.

4. Enhances Market Efficiency

More publicly traded shares improve liquidity and price discovery.



Feature

New Shares
Issued?

Money Goes To

Purpose

Ownership Dilution

OFS

No

Selling shareholder

Stake sale

Government/promoter stake
reduces

IPO

Yes

Company

Raise fresh
capital and list

Yes

FPO

Yes

Company

Raise additional
capital

Yes

Bonus Issue

Yes (from reserves)

No fresh cash
raised

Reward existing
shareholders

Proportionate
ownership remains
unchanged
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A quiz on the tragic atomic bomb attacks on Hiroshima and !
August 6 and 9, 81 years ago

V.V. Ramanan aim points in both the
cities that were not hit
A because of weather
QUESTION 1 conditions.
What were the nicknames A
of the bombs dropped on QUESTION 5
the two Japanese cities? Which flower became the
A official flower of
QUESTION 2 Hiroshima because it was
What were the core nuclear the first plant to bloom on
materials used in the two the scorched earth
bombs? following the atomic
A bombing?
QUESTION 3 A
Apart from the two QUESTION 6
unfortunate cities that bore Which legendary scientist
the brunt of the dastardly remarked, “Had | known
attack, which other three that the Germans would
cities were in the initial list? not succeed in developing
A an atomic bomb, | would Visual Question:
QUESTION 4 have done nothing for the This is Tsutomu Yamaguchi, a ‘hibakusha’. What is his unique claim
Name the two intended bomb”? to fame as regards the survivors? Ap



Word of the day

Axiomatic:
evident without proof or argument

Synonyms: obvious, unmistakable,
apparent

Usage: itis axiomatic that clean water is
essential for life.

Pronunciation: newsth.live/axiomatic

International Phonetic
Alphabet: Jeeksiamaetik/




Word of the day

Capricious:
determined by chance or impulse rather than
necessity or reason

Synonymes: impulsive, whimsical

Usa g€ She displayed a capricious disposition,
shifting from warmth to aloofness in moments.

Pronunciation: newsth.live/capricious

International Phonetic
Alphabet: /ka'paifas/
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