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MUMBAI: Tata Consultancy Services (TCS), the most valuable company

within the Tata Group, will consider a share buyback, which, if approved by

its board on February 20, will be its first since its listing in 2004. Given the

headroom allowed by securities laws, the company could do a buyback

ranging between Rs 6,536 crore to Rs 16,340 crore. 

TCS' outgoing MD N Chandrasekaran said that investors had suggested

that the company should distribute its excess cash either in the form of

dividends or through a share repurchase programme. The software giant

has cash and investments of Rs 39,219 crore on its books, which is 8% of

its market capitalisation. The buyback plan comes days before

Chandrasekaran takes charge as the chairman of TCS' parent Tata Sons.

"A share buyback is a better substitute to dividends especially for large shareholders, if one takes into account the dividend

distribution tax and additional surcharge," said Mehul Savla, director of Ripple Wave Equity. Tata Sons holds 73% in TCS.  

Rules allow a company to buy back shares of up to 10% of its total net worth without shareholders' approval and up to 25%

with shareholders nod. If TCS goes for 10% of its total net worth of Rs 65,360 crore, then it will have to spend Rs 6,536 crore on
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the buyback programme. And in case it opts for 25% of its consolidated net worth, then it will have to shell out Rs 16,340 crore.

At Rs 6,536 crore, it can buy 1.35% of its total equity at current market price of Rs 2,447 and at Rs 16,340 crore, it can buy 3.4%

of its total equity.

Public shareholders hold 27% in TCS, of which 22% is held by institutions with LIC being the largest (3.44%). The balance is

held by non-institutions and retail shareholders with former Tata Sons chairman Cyrus Mistry holding over 1.14 crore shares,

representing over 13% of TCS' non-institutional public shareholding.

IT services companies are under pressure to return excess cash to shareholders. Last week, Cognizant announced a $3.4-

billion share repurchase and dividend payout programme. There is speculation that Infosys may go for a Rs 12,000-crore share

repurchase programme. In 2016, Wipro had announced a Rs 2,500-crore share buyback. 


