














i Suggested Answers to Questions (Syllabus 2008)— December 2005

Management Company is entitled to issue the offer document to the public for raising funds from
them.

Answer to Question No 2(b}):
Forward contracts are private bilateral contract and have well established commercial usage.

Future contracts are standardised tradable contracts fixed in terms of size, contract date and all
other features. The differences between forward and future contracts are given below:

Forward Contracts Future Contracts

1. The contract price is not privately disclosed | 1.The contract price is transparent.

and hence not transparent. 2. The contract has effective safeguards against

2. The contract is exposed to default risk by defaults in the form of clearing corporation

counter party. guarantees for trades and daily mark to market

3. Each contract is unigue in terms of size, djustments to theaccounts of trading members

expiration date and asset type/ quality. based on daily price change

4.The contract is exposed to the problem of 3. The Contracts are standardised interms of size,

liquidity. expiration date and all other features.

5. Settlement of the contract is done by 4. There is no liquidity problem in the contract.

delivery of the asset on the expiration date. 5. Settlement of the contract is done on cash
basis.

Answer to Question No 2(c):
MR. MARIN KUMAR:
() Expected return on stock and variance of Spark ltd:

E(Rs) = (0.45x43) + (0.25x23) + (0.20x18) + (0.10x8)
=19.35+5.75 + 3.60 + 0.8
= 29.50%
Ol%s =0.45 (43 -29.5)? + 0.25 (23 — 29.5)2 + 0.20(18 ~ 29.5)?+ 0.10 (8 -29.5)2
=82.10 + 10.56 + 26.45 + 46.22
= 165.24%
Expected return on stock and variance of Amrit Itd:
ERs)  =(0.45x34) + (0.25x27) + (0.20x16) + (0.10x4)
=15.30 + 6.75 + 3.20 + 0.40
=25.65%
o, =0.45 (34 - 25.65)* + 0.25 (27 - 25.65)? + 0.20(16 — 25.65)? + 0.10 (4 -25.65)?
=31.37 + 0.455 + 18.62 + 46.87
=97.31%
Expected return on variance on Market:
E(R,) = (0.45x26) + (0.25x10) + (0.20x3) + (0.10x -6)

=11.70+ 250 + 0.6 - 0.6
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| Features of venture Capital Financing:
Some of the features of Venture Capital Financing are as under:

1. Venture capital is usually in the form of an equity participation. It may also take the form of
convertible debt or long term loan.

2. Investment is made only in high risk but high growth potential projects.
3. Venture capital is available only for commercialization of new ideas or new technologies.

4. Venture capital joins the entrepreneurs as a co-promoter in project and shares the risk znd
rewards of the enterprise,

5. There is continuous involvement in business after making an investment by the investor.

6. Once the venture has reached the full potential the venture capitalist disinvests his holdings
either to the promoters or in the market.

7. Venture capital is not just injection of money but also an input needed to set up the firm design
its marketing strategy and organize and manage it.

8. Investment is usually made in small and medium scale enterprises.

Answer to Question No 3(c):

SUN MUTUAL FUND
Mrs. Rawat’s investment in plan —A (Dividend Reinvestment)
Date Particulars . ' No. of unit NAV(Rs)
01.04.1998 Purchase for Rs 100000 10000.00 10.00
28.07.2002 [Dividend @ 20% on(10000xRs10)]+ 30.70 651.47 30.70
10651.47
31.03.2003 [Dividend @ 70%o0n(10651.47xRs10)]+58.42 1276.28 58.42
1192775
30.10.2006 [Dividend @40% on(11927.75xRs10)]+42.18 1131.13 42.18
| 13058.88
15.01.2007 [Dividend @25% on(13058.88xRs10)]+46.45 702.85 46.45
e ' 13761.73
31.01.2007 Balance units 13761.73 42.18
24022008 | [Dividend @40% on(13761.73xRs10)}+48.10 1144.43 48.10
131.03.2008 Balance units 14906.16 53.75
~ Redemption value : 14906.16x Rs53.75 Rs 801206.10
E }ﬂﬁs Short term capital gain NIES =
' 801206.10
- Security transaction Tax (STT) @ 0.20% 1602.41
roceeds (Return) 799603.69

jon of Annual Rate of Return

freturn =‘n'years V {Total Return (Net proceeds)/Total initial investment}- 1
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Value of call option {cp)
(S, x Nd,) = (Exe ' x Nd,) = (120 x0.7427) - (109.78 x 0.6921)

=89.124 -75.9787
=13.1453i.e. Rs.13.14.

i

Value of put option:

Based on put-call parity theorem:

C,+PVolE-s, = 13.14 + 109.78 - 120
= Rs 2.92.

Future price of Aptech Ltd would be:
Future price = Spot + cost of carry — Dividend

— 920 +920 x 0.08 x 0.25 - 10x0.15

=920+ 18.40-1.5

= Rs. 936.90

Section Il (40 Marks)
Answer Question No. 5 which is compulsory and any two

4 from the rest in this section.

Question:
5(a) Choose the most appropriate one from the stated o
~ (only indicate A,B,C,D as you think correct):
() Underthe Companies act, 1956, the first directors shall hold office upto
A. The end of the statutory meeting
B. The end of the period as prescribed by the articles of the company
C. The end of three years from the date of appointment

D. Till the first Annual General Meeting
o file its annual return from the year

tﬂ Mr. Sexena is a director of SUVALAXMI LTD. which failed t : . _
2005-06. The maximum period for which Mr. Sexena will be disqualified from becoming a director

in any public limited company is
A. 3years
B. Syears
C. 7years

ptions and write it down

:m Which of the following items requires special resolutions in a general meeting under the companies

A lIssue of shares at discount

B. Adoption of Statutory Report

© C. Appointment of Managing / whole-time Director
~ D. Reduction of Share Capital
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Name/details of Company Date of AGM
Daya Organics Ltd. 15T DECEMBER, 2008
Vimala Plastics LTD. 29" November, 2008

Balaji Vaishnav Association ( a companyregistered under 30" November, 2008
saction 25 of the Companies Act, 1956)
Based on the pfovisions of the Companies Act, 1956, you are required to advise Miss. Vivitha, as 1o
the options available to her for accepting or refusing the aforesaid appointments. 8
(b) The Audit Committee of Yash Telecommunications Ltd., constituted under section 292a of the
Companies Act, 1956 submitted to the Board of Directors, a report containing its
recommendations. These recommendations were however not accepted by the Board. In this
scenario, state your views on the followings:
() Can the Board adopt the stand of not accepting the Audit Committee’s recommendations?
(i) 1t yes, the board does not accept the recommendations, what should the Boards do?
(i) How should the Chairman of the Audit Committee respond? 7
Answer to question No 6(a):
Section 275 of the Companies Act, 1956 debars any person to hold office as a director or more
than 15 company's simultaneously
As per the provisions of Section 277(2) of the Companies Act, 1956, where a person holds
directorship of 14 or less companies is appointed as a director of other companies, and such
appointments make the total number of his d'~ectorships more than 15, then the person concerned
has to choose the directorships which he wishes to continue to hold or to accept so that the total
number of directorships, old or new, henceforth to be held by him does not exceed 15.

5 “The said section further provides that none of the new appointments shall be effective until such
|

a choice is to be made and in case of failure of the person to make such a choice within 15days
of the day on which the last of the new appointments was made, all the new appointments shall
\ become void.

SBclIOn 278 Of the Companies Act, 1956 states that for the purpose of section 275 and 277 the
~ Number of companies are not be counted.

t&) A private company unless it is a subsidiary of a public company.
(6) An unlimited company.
(©) An association not carrying on business for profit or which prohibits the payment of dividend.
ﬁnﬂfﬂpﬂny in which such person is only an alternate director.
~ In view of the abovementioned legal provisions, Miss. Vivitha, Who is already a director in 14
‘companies, has to consider the following aspects:
Alternate directorship or directorship in section 25 company is not affected. Hence she can take
 directorship in Balaji Vaishnav Association, the company registered u/s. 25.
‘iﬂﬁointm'ent in Vimal Plastics takes the number to 15 on 29-11-2008, and in Daya organics
1% December, 2008 takes the number of directorship to 16.
hin 15 days from the date on which the last appointment was made viz. 1* December, 2008,
has to decide upon one pf the two companies in which she would take up the directorship.
, decide, the two new appointments shall become void and shall not take effect.
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with the CLB and prove to it that the transf [
er of shares in favour of the grou
1€ p of unscru

per;c;qs_would chang_e t‘he composition of the Board of Directors of the Company, which sﬁ::?;s

prejudicial to the public mlerr—;sl; if the CLB is persuaded of the plea of the COMps;ny it may pa :

an order as stated above, which would block the transfer of shares, as mentioned in {he quzs'i;s
Answer to question No 7(b): B
Directors' Responsibility Statement

i
k Pursuant to the requirements of Section 217(2AA) of the Companies Act, 1956, it is hereby confirmed:-

i) thatin preparation of the annual accounts, the appli i
. ; pplicable accounting standards ha
and that no material departures have been made from the same? i

i) That tl_'ue Directors has ;elecied such accounting policies and applied them consistently ang
made judgments apd estimates that are reasonable and prudent so as to give a true and fair view
of the state of affairs of the Company as at 31* March,2008 and of the profit of the Company for
the year ended 31* march,2008.

i) Thatthe pireclors had taken proper and sufficient care for the maintenance of adequate accoun!iﬁg
records in accordance with the provisions of the Companies act,1956, for safeguarding the
assets of the Company and for preventing and detecting fraud and other irregularities;

iv) That the Directors had prepared the annual accounts for the year ended 31* March,2008 on
Answer to Question No. going concern basis.

Answer to question No 7(c):

Additional requirements stipulated as per Clause 49

The following additional requirements are stipulated as per Clause 43 of the Listing Agreements which
are silent in Section 292A of the Companies Act, 1956:

() The audit committee should invite such of the executives, as it considers appropriate (and
particularly head of the finance function) to be present at the meeting of the committee, but on
| occasions it may also met without the presence of any executive of the company.

! ~ (i) The company secretary shall act as secretary to the committee.
(ii) The audit committee shall meet at least thrice a year.One meeting shall be held before finalization
of annual accounts and once in every six months.
. (iv) The quorum of the audit committee shall be two members or one-third of the members of the
1 audit committee- whichever is higher and minimum of two independent directors.
(v) The powers and role of the audit committee are elaborately contained in sub-paragraphs C&D of
paragraph I1.
Question: |
8.(a) A group of shareholders in a public limited company, apprehend thai the company's solvency is
at stake, as the Board of Directors of the company is not managing the qfialrs in accord_ance
with sound business principles. They seek your advice for obtaining directions for conducting a
special audit.
Briefly state the provisions of the Companies act, 1856 in this regard. 4

(b) Briefly discuss the provisions of the Competition act, 2002 relating to
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