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PROFESSIONAL PROGRAMME
SECRETARIAL AUDIT, COMPLIANCE MANAGEMENT AND DUE DILIGENCE
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours

Maximum Marks: 100
PART A (25 Marks)
(Secretarial Audit)

1. (a) Briefly list the major areas of compliances to be checked in the course of Secretarial Audit of a
listed company?
(10 Marks)
(b) Describe about the benefits and beneficiaries of Secretarial Audit

(5 Marks)

(c) Some Secretarial standards are mandatory as per Companies Act 2013. Explain

(5 Marks)

(d) What are the steps involved in a Secretarial Audit?

(5 marks)

OR
1A. (a) Prepare a checklist of compliances with the following aspects, for the purpose of secretarial
audit.
(i)

Alteration of Articles of Association.

(ii)

Reduction of capital.

(iii)

Inter-corporate loans and investments

(iv)

Acceptance of public deposits

(10 Marks)

(b) The Institute of Company Secretaries of India has issued Secretarial Standards with respect to
transmission of shares. Explain the salient features.
(5 Marks)
(c) The Board of Directors of Greens Limited at a Board Meeting held on January 22, 2013
declared an interim dividend to its equity shareholders. In the next Board Meeting held on 2nd
February 2013, the Board revoked the declaration of interim dividend. As a secretarial Auditor
how do deal with this situation?
(5 Marks)
(d) The company wants to keep its’ books of accounts at more than one place other than its
registered office. Advice.
(5 Marks)
PART B (75 Marks)
(Due Diligence & Compliance Management)
2. State with reasons in brief whether the following statements are true or false.
(i) Foreign currency convertible bonds are Foreign Direct Investments.
(ii) Issue of non-convertible debt instruments are regulated by SEBI (ICDR) Regulations 2009.
(iii) Shares of Small and Medium Enterprises (SMEs) can be listed only at SME trading platform
created by stock exchanges.
(iv) The threshold limits with respect to takeover of companies are specified under SEBI (SAST)
Regulations 2011.
(v) Dominance is not punishable, but when it is abused it is punishable.

(3 marks each)
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OR
2A (a) How would you determine whether an agreement has an appreciable adverse effect on
competition?
(b) Discuss about the ISO standards for environment.
(c) Reserve Bank of India has advised all the scheduled commercial banks to obtain regular
certifications in the form of diligence report, while lending money to corporate. Discuss.
(5 marks each)
3. (a) What is the impact of due diligence on valuation of a target company?
(b) How does data room management help in strategic decisions?
(c) The provisions relating to preferential issue of listed companies, under SEBI (ICDR)
Regulations may not apply to certain situations. Comment.
(5 marks each)
4. (a) Describe the process involved in the issue of Indian depository Receipts.
(b) Write a brief note on SEC requirements for issue of Global Depository Receipts?
(c) Discuss the Corporate Governance Due diligence with respect to Transparency and
Disclosures.
(5 marks each)
5, (a) What is the need for carrying out a competition law due diligence?

(5 marks)

(b) Draft a Compliance Management Programme for a listed company, having Foreign Direct
Investment.
(10 marks)
6. (a) Search Report is a tool for lending institutions in granting loans. Discuss.
(b) What are the questions that are being analysed in cultural due diligence?
(c) What are the documents that are being generally checked in the course of a due diligence?
(5 marks each)
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours
Maximum Marks: 100
PART A (25 Marks)
(Secretarial Audit)
1. (a) What is price sensitive information? As a Company Secretary how do you prevent the misuse of
price sensitive information?
(10 marks)
(b) Explain the professional responsibility involved while issuing compliance certificate to a
company by a Practising Company Secretary.
(5 marks)
(c) Secretarial standards help in better governance/board processes. Exemplify.

(5 marks)

(d) A Practising Company Secretary ignored some material discrepancies while issuing Secretarial
Audit Report to company. Explain the professional responsibility involved and state whether any
penal provisions are prescribed for taking action in such circumstances.
(5 marks)
OR
1A. (a) During the course of Secretarial Audit of a listed company the Secretarial Auditor observes the
following aspects.
(i)

There has been a lot of bulk acquisitions and transfers by promoters and employees.

(ii)

The company has made preferential allotments.

(iii)

The company has introduced employee stock option scheme

(iv)

What are the aspects to be checked by the secretarial auditor to ensure compliances?
(10 marks)

(b) Secretarial Standards Board plays a vital role in bringing secretarial standards. Explain.
(5 marks)
(c) The company has appointed Mrs A, wife of Mr A, as legal advisor to the company. Mr A is a
whole time director in the company. As a secretarial Auditor how would you deal with this
situation?
(5 marks)
(d) What are the provisions relating to buy back of securities by an unlisted company?

(5 marks)

PART B (75 Marks)
(Due Diligence and Compliance Management)
2. (a) As a Practising Company Secretary, you have been asked to carry out the due diligence of XYZ
Ltd. for a possible acquisition of the controlling interest from the owners of the said company.
Explain briefly the possible hurdles that may occur while carrying out the due diligence and the
steps needed to overcome such hurdles.
(b) The Managing Director of a Nationalised Bank invites you as a Practising Company Secretary
to explain him about compilation and preparation of search report before lending funds to a
private company. Explain briefly the issues involved in this regard.
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(c) Can Indian companies issue Foreign Currency Convertible Bonds (FCCBs)? If yes, whether the
issue needs to conform to External Commercial Borrowing guidelines, issued by Reserve Bank
of India.
(5 marks each)
OR
2A. (a) Good Corporate Governance demands apparent, adequate and absolute compliances. Discuss
(b) Enumerate the points to be checked by a Secretarial Auditor in respect of the Environmental
Management Plan under Environment Protection Act, 1986.
(c) Under the Employee Stock Option Scheme, the companies have freedom to determine the
exercise price. Critically examine and comment.
(5 marks each)
3. (a) “An American Depositary Receipt (ADR) is a US dollar denominated negotiable certificate that
represents ownership of shares in a non-US company”. Is the statement true? If so, what are
the benefits of ADRs to US investors?.
(b) A Practising Company Secretary was engaged to perform Due –Diligence of ABCD Ltd. Draft
the Diligence Report to be submitted by him, assuming at least three suggestions and
recommendations.
(c) Corporate laws are core competence areas of a Company Secretary and corporate compliance
management broadly requires complete compliance of these laws. Comment.
(5 marks each)
4. (a) Saraswathi Mandir is an educational institution registered as a Trust under the Trust Act, 1882.
It wishes to make overseas investment in Brazil by establishing a wholly owned subsidiary to
run schools in that country. Explain the provisions relating to overseas investments by a
registered Trust.
(b) Prepare a checklist for issuing search/status report by a Practising Company Secretary.
(c) Human Resource and Cultural differences are needs to be addressed at the time of merger/
amalgamation of a company. Critically examine.
(5 marks each)
5. (a) What is a letter of offer? What are the mandatory disclosures required to be made in the Letter
of offer under SEBI(SAST) Regulations, 2011?
(b) Discuss the process involved in Environmental due diligence.
(c) “Compliance with law and regulation must be managed as an integral part of any corporate
strategy”. Comment
(5 marks each)
6. (a) Explain the significance of intellectual property due diligence.
(b) Financial due diligence is important for mergers. Comment.
(c) Discuss briefly the ‘Director Responsibility Statement’ in the Directors’ Report of the Company.
(5 marks each)
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PROFESSIONAL PROGRAMME
CORPORATE RESTRUCTURING, VALUATION AND INSOLVENCY
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours
Maximum Marks: 100
PART A (50 Marks)
(Corporate Restructuring)
1. (a) Comment on the following statements.
(i) Cross border mergers are possible in India.
(ii) Reduction of capital is external restructuring leading to inorganic growth
(iii) Creation of synergies is a challenge in corporate mergers
(iv) Raising objections to the scheme of amalgamation is possible, even if the scheme is just and
equitable
(v) Joint applications to the court by transferor and transferee companies are possible.
(3 marks each)
(b) Competition Act 2002 prescribes thresholds as to combinations. Discuss.

(5 marks)

2. (a) Promoters did not participate in the buy-back scheme of ABC Limited, a listed company.
However, Promoter group shareholding increased from 60% to 76 % post buyback. Do you
think this situation attracts Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011? Examine and comment on the situation.
(b) Discuss the taxation aspects of demerger and slump sale.
(c) Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011 stipulates about interse transfers. Give five examples of interse transfers.
(5 marks each)
OR
2A. (a) In case of taking over of a listed company, draft a suitable Board Resolution with regard to the
following .
(i) Appointment of a merchant banker
(ii) opening of escrow account.
(5 marks each)
(b) Discuss the economic benefits of mergers.

(5 marks)

3. (a) Discuss broadly, the process involved in Mergers.
(b) Discuss the stamp duty aspects of amalgamations.
(c) Discuss the funding options of mergers.

(5 marks each)

PART B (30 Marks)
(Valuation)
4. (a) Discuss briefly how valuation strategies differ under different restructuring plans.
(b) Explain the regulatory aspects of valuation under SEBI (ICDR) Regulations, 2009.
(c) What should be the scope of a valuation report?
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5. (a) Intangibles can be valued. Discuss.
(b) Asset Based Valuation and Earning Based Valuation are most popular methods of valuation.
Examine.
(c) Discuss the circumstances requiring valuation of companies.

(5 marks each)

PART C (20 Marks)
(Insolvency)
6. (a) A company under liquidation owed to the State Excise Department a sum of Rs.1,00,00,000/towards sales tax, central tax and entry tax dues payable for its production Unit in the State .
The Official Liquidator ranked the State Excise Department as preferential creditor. Against this
ranking, the State Excise Department in its’ appeal contended that in terms of the provisions of
the State General Sales Tax Act and Commercial Tax Act, any amount of tax/penalty/interest
payable by a dealer or other person under this Act shall be first charge on the property of the
dealer or such person and as such he be treated pari passu with the secured creditors. Check
whether State Excise Department is entitled to be ranked as preferential creditor instead of
secured creditor. Give your answer with reference to Sections 529-A, 530, 530 (1)(a) of the
Companies Act, 1956.
(b) Wizard Limited has taken a premises on rent from CRP foreign exchange consultancy limited
the land lord of the premises. The lease deed was not registered. Wizard Limited paid a
monthly rent of Rs 50,000 for seven months and there after did not pay. The premises was
occupied on 1st January 2011. During the period of August 2011 to September 2012, Wizard
Limited paid Rs.3,00,000 to CRP Foreign Exchange Consultancy Limited. Wizard limited did
not pay to CRP Foreign Exchange Consultancy Limited, the remaining dues, inspite of several
reminders. Wizard Limited claims that the facilities provided by CRP Foreign Exchange
Consultancy Limited in the leased premises is unsatisfactory. Whether petition by CRP Foreign
Exchange Consultancy Limited seeking the winding up of Wizard Limited under Section 433
read with 434 of the Companies Act is tenable? Give reason for your answer.
(10 marks each)
OR
6A. (a) Discuss in general, the process involved in Securitisation.

(5 marks).

(b) Discuss the duties of company secretary in case of voluntary winding up of a company.
(5 marks)
(c) Write short notes on the following:
(i)
(ii)

World Bank Principle for effective Insolvency
“Just and Equitable” ground of Winding Up

(5 marks each)
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours
Maximum Marks: 100
PART A (50 Marks)
1. (a) Examine whether the following statements are correct, briefly citing the relevant regulatory
provisions.
(i)

Court cannot refuse to sanction a scheme of arrangement which has been approved by
majority of shareholders/creditors of the companies concerned.

(ii)

The order of court sanctioning the scheme of arrangement is final and effective.
Companies need not do anything thereafter in respect of court’s sanction.

(ii)

Amalgamation cannot be sanctioned by the court when the transferee company’s objects
do not cover business of the transferor company which the former proposes to carry on
after the amalgamation.

(iv)

Amalgamation between two banking companies is governed solely by the Companies Act,
1956.

(v)

Scheme of amalgamation which is not approved at a meeting by the requisite majority, but
is subsequently approved by individual affidavits is deemed to be validly approved.
(2 marks each)

(b) State the object and reasons for buy-back of shares. Explain the provisions relating to buy-back
of shares through book-building route.
(10 marks each)
2. (a) Reduction of capital is one of the modes of re-organisation of capital structure of the company.
Explain the procedural aspects involved in reduction of capital.
(b) Discuss various types of approvals required in a scheme of compromise or arrangement.
(c) Explain ‘open offer thresholds’ under the SEBI (Substantial Acquisition of Shares and
Takeovers) Regulations 2011.
(5 marks each)
OR
2A. (a) What do you mean by combination?
Competition Act, 2002.

Discuss thresholds for combinations under the
(8 marks each)

(b) Explain the provisions relating to ‘escrow’ account under SEBI (Substantial Acquisition of
Shares and Takeovers) Regulations 2011.
(7 marks)
3. (a) Minority interest is to be considered in the course of mergers. Do you agree? Explain the same
with regulatory provisions.
(5 marks)
(b) Leveraged buyout is one of the effective ways of funding mergers. Explain the same with a
case study.
(10 marks)
PART B (30 Marks)
(Valuation)
4. (a) Elucidate the principles involved in valuation of business.
(b) What are the preliminary steps involved in business valuation?
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(c) Explain the provisions relating to valuation of shares, under SEBI (Delisting of Equity Shares)
Regulations 2009.
(5 marks each)
5. (a) How do you value securities issued under Employee Stock Option Scheme?
(b) SEBI (ICDR) Regulations, 2009 prescribes valuation methods for initial public offer of securities.
Discuss.
(c) How do you value the shares issued to a person residing outside India?

(5 marks each)

PART C (20 Marks)
(Insolvency)
6. (a) Discuss the types of bankruptcy cases provided under US Bankruptcy code. Explain the
provisions of Chapter 11 of US Bankruptcy code.
(b) The “Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
Act, 2002” was challenged in various courts. Discuss the constitutional validity of the Act?
(10 marks each)
OR
6A (a) Who do you think is a contributory? When a contributory can file a winding up petition?
(b) Explain with case laws, the immunities provided to a sick industrial company under the Sick
Industrial Companies (Special Provisions) Act, 1985.
(10 marks each)
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PROFESSIONAL PROGRAMME

INFORMATION TECHNOLOGY AND SYSTEMS AUDIT
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not to submit
responses/answers to this test paper to the Institute.)
Time Allowed : 3 Hours

Maximum Marks : 100

Question No 1 is compulsory and attempt 5 questions out of 6.
1. Ram is a Company Secretary and he has been working under the umbrella of Ram & Associates LLP
with 10 other associates. The firm has got large information contained with all partners in a distributed
way and in many cases, the partners faces the problem of extracting the correct information timely. The
firm consulted an Information Management Consultant and it suggested them various ways i.e.
Implementing Networking of Computers, segregation of data, digitizing all documents etc for managing
the information. After implementing the measures, as suggested by the consultant, the firm observed
remarkable improvement in information management. Now on the basis of above, answer following
questions
(a) What is the importance of Information for an organisation and what are the necessary attributes of
information?
(b) Why timely and proper extraction of information is necessary for the management?
(c) Is information management a need or luxury? What are the ways other than explained above for
information system management?
20 Marks
2. (a) What do you mean by Decision support system? Is decision support system as same to executive
information system? If no explain the difference
8 Marks
(b) What do you mean by data mining? Explain the various features of data mining

8 Marks

3. (a) What do you mean by flow chart? Explain various symbols used in the preparation of Flow chart.
8 Marks
(b) Is the information requirement at all levels of management same? Explain in detail
4. (a) What do you mean by Operating System? Explain its functions in detail.
(b) What do you mean by Programming? What are the different stages of programming?
5. (a) Write a short note on Information technology Act, 2000 and its scope.

8 Marks
8 Marks
8 Marks
8 Marks

(b) Describe the composition and powers of Cyber appellate tribunal. 8 marks
6. What is database or database management systems (DBMS)? What’s the difference between file and
database? Can files qualify as a database?
16 Marks
7. Who are the major players in ERP implementation? Explain two of them in detail.

_____________

16 Marks
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not to submit
responses/answers to this test paper to the Institute.)
Time Allowed : 3 Hours

Maximum Marks : 100

1. (a) ABC Limited has got its bank Account with XYZ Bank. ABC Limited wrote a letter to the bank and
instructed the bank to transfer 5 crore rupees in the account of its one customer. Bank denied to transfer
the money and asked ABC limited to transfer the amount via NEFT/RTGS/Cheque. On the basis of
above, state whether XYZ limited is correct in denying the transfer of money on the basis of email
instructions? If yes then why?
(10 marks)
(b) Who do you think is the controller of Certifying Authority? State his functions.

(10 marks)

2. (a) What do you understand by a database? What are the characteristics of a database system? (8 marks)
(b) State various functions of a database administrator

(8 marks)

OR
2A. (a) What do you mean by E-governance? Explain various measures being taken by Indian government for
promoting e-governance.
(8 marks)
(b) What do you mean by National Service Delivery Gateway (NSDG)? Explain its objectives.

(8 marks)

3. (a) What do you mean by the term “CRM’? Explain the basic objectives of implementing CRM. (8 marks)
(b) What do you mean by assembler and compiler? Differentiate between assembler, compiler and interpreter.
(8 marks)
OR
3A. (a) What do you mean by e-commerce? State its various features.

(8 marks)

(b) What do you mean by Super computers? Explain the difference between Super computers and main
frame computers.
(8 marks)
4. (a) Explain the process of information gathering? Also explain the different characteristics of information.
(8 marks)
(b) Explain different functions of Management Information System in an organisation.

(8 marks)

5. (a) what do you mean by term ‘Algorithm’? Explain the main characteristics of a good algorithm. (8 marks)
(b) Explain the program development cycle in detail?

(8 marks)

6. Write short note on the following:
(a) Bluetooth Technology
(b) Intranet
(c) Flow Chart Symbols
(d) Common service Centre

(4 marks each)

_____________
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PROFESSIONAL PROGRAMME

FINANCIAL, TREASURY AND FOREX MANAGEMENT
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not to submit
responses/answers to this test paper to the Institute.)
Time Allowed : 3 Hours

Maximum Marks : 100
Attempt All Questions

1. Balwinder has been retained as a management consultant by Square Pants, Inc., a local specialty retailer, to
analyze two proposed capital investment projects, projects X and Y. Project X is a sophisticated working capital
and inventory control system based upon a powerful personal computer, called a system server and PC software
specifically designed for inventory processing and control in the retailing business. Project Y is a similarly
sophisticated working capital and inventory control system based upon a powerful personal computer and
general- purpose PC software. Each project has a cost of ` 10,000, and the cost of capital for both projects is
12%. The project’s expected net cash flows are as follows :
Years

Expected Net Cash Flows
Project X

Project Y

0

(` 10,000)

(` 10,000)

1

6,500

3,500

2

3,000

3,500

3

3,000

3,500

4

1,000

3,500

(a) Calculate each project’s nominal payback period, net present value (NPV), internal rate of return (IRR),
and profitability index (PI).
(12 marks)
(b) Should both projects be accepted if they are interdependent?

(4 marks)

(c) Which project should be accepted if they are mutually exclusive?

(4 marks)

2. (a) Distinguish between the following with reference to foreign exchange market:
(i) Fixed exchange rate and Flexible exchange rate.
(ii) Forward exchange contract and future contract.

(4 marks each)

(b) In considering the most desirable capital structure for a company, the following estimates of the cost of
debt and equity capital (after tax) have been made at various levels of debt-equity mix :
Debt as percentage of
total capital employed

Cost of debt (%)

Cost of equity (%)

(1)

(2)

(3)

0

7.0

15.0

10

7.0

15.0

20

7.0

15.5

30

7.5

16.0

40

8.0

17.0
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50

8.5

19.0

60

9.5

20.0

You are required to determine the optimal debt-equity mix for the company by calculating composite
cost of capital.
(8 marks)
OR
2A. (a) Discuss the relationship between Treasury Management and Financial Management.

(6 marks)

(b) Given are the details of three companies A Ltd, B Ltd and C Ltd.
A Ltd.

B Ltd.

C Ltd.

R= 15%

R= 10%

R = 8%

Ke= 10%

Ke= 10%

Ke= 10%

E = Rs. 10

E = Rs. 10

E = Rs. 10

When the terms R, Ke and E have their usual meanings,
(i) Calculate the value of an equity share of each company when dividend pay-out ratio is (x) 20% (y)
50% (z) 0% and (w) 100%
(8 marks)
(ii) Comment on the results drawn.

(2 marks)

3. (a) The following table summarizes risk premiums for stocks relative to treasury bills and bonds, for different
time periods:
Stocks - T. Bills

Stocks - T. Bonds

Arithmetic Mean Geometric Mean

Arithmetic Mean

Geometric Mean

1926-2010

8.41%

6.41%

7.24%

5.50%

1962-2010

4.10%

2.95%

3.92%

3.25%

1981-2010

6.05%

5.38%

0.13%

0.19%

(i) What does this premium measure?
(ii) Why is the geometric mean lower than the arithmetic mean for both bonds and bills?
(iii) If you had to use a risk premium, would you use the most recent data (1981-2010), or would you
use the longer periods? Give reasons.
(2 marks each)
(b) Write short note on
(i) Intrinsic Value of Option
(ii) Time Value of Option

(5 marks each)
OR

3.A (a) Discuss the settlement of Option Contracts

(6 marks)

(b) The following information is available in respect of Security-X and Security-Y:
Security

P

Expected Rate of Return

X

1.8

22.00%

Y

1.6

20.40%
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Rate of return of market portfolio is 15.3%.
If risk-free rate of return is 7%, are these securities correctly priced? What would be the risk-free rate of
return, if they are correctly priced?
(10 marks)
4. Lockers Pvt. Ltd. is considering the use of a lockbox system to handle its daily collections. The company’s
credit sales are ` 160 crore per year, and it currently processes 1,300 cheques per day. The cost of the lockbox
system is ` 95,000 per year. The system allows for up to 1,000 cheques per day. Any additional cheques are
processed at an additional charge of ` 1.50 per cheque. The company estimates that the system will reduce its
float by 3 days. The firm’s discount rate for equally risky projects is 15 per cent, its tax rate is 40 per cent, and its
cost of short-term capital is 12 per cent. (Assume a 360-day year).
(a) How much cash will be released for other uses if the lockbox system is used?
(b) What net benefit will Lockers Ltd. gain from using lockbox system?
(c) Should Lockers Ltd. adopt the proposed lockbox system?
(d) Assume now that the institution that offers the lockbox system requires a ` 7,00,000 compensating
balance to be held for the complete year in a non-interest-bearing account. Should Lockers Ltd. adopt
the system?
(4 marks each)
5. (a) Given the details of ‘M Limited’
Installed capacity is 5000 units. Annual Production and sales at 60% of installed capacity. Selling price
per unit is ` 25 Variable cost per unit is ` 15
Fixed cost:
Situation 1 : ` 10,000
Situation 2 : ` 12,000
Capital structure:
Financial Plan
X (`)

Y (`)

Equity

25,000

50,000

Debt (10%)

50,000

25,000

75,000

75,000

Calculate the operating, financial and combined leverage under situations 1 and 2 and the financial
plans for X and Y respectively from the following information relating to the operating and capital structure
of a company, and also find out which financial plan gives the highest and the least value ? (8 marks)
(b) A futures contract is available on a company that pays an annual dividend of ` 5 and whose stock is
currently priced at ` 200. Each futures contract calls for delivery of 1,000 shares of stock in one year,
daily marking to market, an initial margin of 10% and a maintenance margin of 5%. The corporate
treasury bill rate is 8%.
(i) Given the above information, what should be the price of one futures contract?

(2 marks)

(ii) If the company stock price decreases by 7%, what will be the change, (if any), in futures price?
(2 marks)
(iii) As a result of the company stock price decrease, will an investor that has a long position in one
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futures contract of this company realizes a gain or loss? Also calculate, the amount of this gain or
loss?
(4 Marks)
6. Write short notes on:
(a) Advantages of mutual funds
(b) Operating cycle
(c) Securitisation of mortgages
(d) Social cost-benefit analysis.

(4 marks each)

_____________
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not to submit
responses/answers to this test paper to the Institute.)
Time Allowed : 3 Hours

Maximum Marks : 100

Attempt All Questions
1. (a) (i) “Depreciation is a non-cash item of an expense and it is believed to be a source of finance.” Discuss.
(5 marks)
(ii) What is credit rating and how does it benefit the investors and the company?

(5 marks)

(b) Explain the Capital Assets Pricing Model (CAPM). How does it help in the estimation of expected return
on security?
(10 marks)
2. (a) A factory uses 40,000 tonnes of raw material, priced at ` 50/- per tonne. The holding cost is Rs 10 per
tonne of inventory. The order cost is ` 200 per order.
(i) Find the EOQ.

(2 marks)

(ii) Will this EOQ be maintained if the supplier introduces 5% discount on the order lot of 2000 tonnes
or more?
(6 marks)
(b) Blue Ltd. is engaged in the production of synthetic yarn and planning to expand its operations. In this
context, the company is planning to import a multi-purpose machine from Japan at a cost of ¥ 2,460
lakh. The company is in a position to borrow funds to finance import at 12% interest per annum with
quarterly rests. India based Tokyo branch has also offered to extend credit of 90 days at 2% per annum
against opening of an irrevocable letter of credit. Other information is as under.
Present exchange rate : ` 100 = ¥246
90 Days forward rate : ` 100 = ¥250.
Commission charges for letter of credit at 4% per 12 months.
Advise whether the offer from the foreign branch should be accepted.

(8 marks)

OR
2 A.(a) Harish Engineering company has cost of equity capital of 15%. The current market value of the firm is
` 60,00,000 @ ` 30 per share. Assume values for I (New Investment) ` 18,00,000, E (Earnings) Rs.
10,00,000 and total dividends (D) ` 6,00,000. Given the facts show that under the MM assumptions the
payment of dividend does not affect the value of the firm.
(8 marks)
(b) A bank in Canada displays the following spot quotation. C$/$ : 1.3690/1.4200
At the same time, a bank in New York quotes $/C$ : 0.7100/0.7234
Is there an arbitrage opportunity?

(2 marks)

If the Canadian bank lowers its ask rate to 1.3742, Is there an arbitrage opportunity?

(2 marks)

If you buy one million U.S. $ from Canada and sell them in U.S.A after the Canadian lowers its ask rate.
What is the riskless profit you will make?
(4 marks)
3. (a) Bajaj Auto Ltd. has 1,20,000 shares outstanding which are selling at ` 20 per share. The company
hopes to make a net income of ` 3,50,000 during the year ending on March 2003. The company is
thinking of paying a dividend of ` 2 per share at the end of current year. The capitalisation rate for risk
class of this firm has been estimated to be 15%. Assuming no taxes, answer questions listed below on
the basis of the Modigliani Miller dividend Valuation Model:
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(i) What will be the price of share at the end of March 31, 2003.
A. If the dividend is paid

(2 marks)

B. If the dividend is not paid,

(2 marks)

(ii) How many new shares must the company issue if the dividend is paid and company needs ` 7,40,000
for an approved investment expenditure during the year.
(4 marks)
(b) Two companies Rita Ltd. and Gita Ltd. are considering entering into a swap agreement with each other.
Their corresponding borrowing rates are as follows:
Name of Company

Floating Rate

Fixed Rate

Rita Ltd.

LIBOR

11%

Gita Ltd.

LIBOR + 0.3%

12.5%

Rita Ltd. requires a floating rate loan of £8.million while Gita Ltd. requires a fixed rate loan of £8 million.
(i) Show which company had advantage in floating rate loans and which company has a comparative
advantage in fixed loans.
(4 marks)
(ii) If Rita Ltd. and Gita Ltd. engage in a swap agreement and the benefits of the swap are equally split,
at what rate will Rita Ltd. be able to obtain floating finance and Gita Ltd. be able to obtain fixed rate
finance? Ignore bank charges.
(4 marks each)
OR
3A. Andhra Pradesh Udyog is considering a new automatic blender. The new blender would last for 10 years
and would be depreciated to zero over the 10 year period. The old blender would also last for 10 more years and
would be depreciated to zero over the same 10 year period. The old blender has a book value of ` 20,000 but
could be sold for ` 30,000 (the original cost was ` 40,000). The new blender would cost ` 1,00,000. It would
reduce labour expense by ` 12,000 a year. The company is subject to a 50% tax rate on regular income and a
30% tax rate on capital gains. Their cost of capital is 8%. There is no investment tax credit in effect. You ate
required to—
(a) Identify all the relevant cash flows for this replacement decision.

(6 marks)

(b) Compute the present value, net present value and profitability index.

(6 marks)

(c) Find out whether this is an attractive project?

(4 marks)

4. (a) Describe the meaning of ‘index futures’.

(4 marks)

(b) What are the steps taken by financial institutions while appraising the project? How do the financial
institutions monitor the projects financed by them?
(6 marks)
(c) Dhanpat, an investor, is seeking the price to pay for a security, whose standard deviation is 5%. The
correlation coefficient for the security with the market is 0.75 and the market standard deviation is 4%.
The return from risk-free securities is 6% and from the market portfolio is 11%. Dhanpat knows that only
by calculating the required rate of return, he can determine the price to pay for the security. Find out the
required rate of return on the security?
(6 marks)
5. (a) A firm is considering a new project which would be similar in terms of risk to its existing rojects. The firm
needs a discount rate for evaluation purposes. The firm has enough cash on hand to provide the necessary
equity financing for the project. Also, the firm has 10,00,000 common shares outstanding current price
` 11.25 per share. Next year’s dividend expected to be Re. l per share. Firm estimated that the dividends
will grow @ 5% per year. It has 1,50,000 preferred shares outstanding. The current price of preference
share is Rs.9.50 per share and dividend is ` 0.95 per share. If new preference shares are issued, they

524 PP-FTFM
must be sold at 5% less than the current market price (to ensure they sell) and involve direct flotation
costs of ` 0.25 per share. It has a total of ` 100, 00,000 (par value) in debt outstanding. The debt is in the
form of bonds with 10 years left to maturity. They pay annual coupons at a coupon rate of 11.3%.
Currently, the bonds sell at 106% of par value. Flotation costs for new bonds would equal 6% of par
value. The firm’s tax rate is 40%. What is the appropriate discount rate for the new project?
(10 marks)
(b) “Depository system functions just like the banking system”. Comment on the statement.

(6 marks)

6. Write short notes on:
(a) Venture Capital
(b) Role and responsibilities of Treasury Manager
(c) Spot contract v. Forward Contract
(d) Direct and Indirect Quote.

(4 marks each)

______________
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PROFESSIONAL PROGRAMME

ETHICS, GOVERNANCE AND SUSTAINABILITY
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time allowed: 3 hours

Maximum marks: 100
PART A
(Ethics & Governance)
(All Questions are compulsory.

1. (a) What is Credo? Explain with the help of a case study how ‘credo’/value statements guide
companies.
(10 marks)
(b) Briefly explain the following:
(i) Report on Corporate Governance in terms of Clause 49 of the Listing Agreement
(ii) COSO Internal Control Framework
(iii) Performance Evaluation of Directors as per UK Corporate Governance Code
(iv)
Lead Independent Director
(v)
Shareholder Activism.
(3 marks each)
2. (a) Explain the term Ethical Dilemma? What are the Steps to resolve the Ethical Dilemma?
(5 marks)
(b) What do you understand by Secretarial Audit as a tool of ensuring good governance and how
can it benefit the organisation?
(5 marks)
(c) Briefly explain about the ‘Statement of Independence’ in relation to Independent Directors.
Describe how the tenure of Independent Directors has a bearing on their Independence?
(5 marks)
OR
2A. (a) What do you understand by Risk Management? Discuss the role of Company Secretary in Risk
Management.
(5 marks)
(b) Discuss the role and importance of Institutional Investors in promoting good governance.
(5 marks)
(c) Discuss the Clarkson Principle of Stakeholder Management.

(5 marks)

(Note: Answer one section from the above options)
3. (a) Briefly discuss about the Board Charter and list out the contents of a Model Board Charter.
(5 marks)
(b) Discuss about the role of Secretarial Standards as a roadmap for company secretaries in
discharging the governance functions. Briefly explain the highlights of Secretarial Standard -1
(SS-1) issued by the ICSI.
(5 marks)
(c) Discuss the corporate governance framework in Public Sector Enterprises.

(5 marks)

4. (a) Board Committees are essential for the good management of an organization and to ensure the
good governance as well. Discuss and list out the Board Committees prescribed under the
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(5 marks)

(b) Mr. X aged 20 years (Son of Mr. Q) is proposed to be appointed as an independent director on
the Board of ABC Ltd., a listed company promoted by SUV Ltd. Mr. Q is an independent director
on the Board of XYZ Ltd., which is also a listed company.
As a company secretary of ABC Ltd., examine the proposed appointment of Mr. X in the light of
applicable provisions of clause 49 of the listing agreement and advice the board.
(5 marks)
(c) Discuss the Board Composition prescribed for Nationalized Banks under the Banking
Companies (Acquisition and Transfer of Undertakings) Act, 1970.
(5 marks)
PART B
(Sustainability)
(All Questions are Compulsory)
5. (a) Your Company is planning to bring out sustainability report. As a company secretary prepare a
note for the Board of Directors highlighting the importance of Sustainability Reporting and the
available framework.
(5 marks)
(b) Discuss in brief the National Voluntary Guidelines on Social, Environmental and Economical
Responsibilities of Business issued by the Ministry of Corporate Affairs.
(5 marks)
(c) Write a note on UN Principles for Responsible Investment.

(5 marks)

6. (a) Once the activity carried out by any person is hazardous or inherently dangerous, the person
carrying on such activity is liable to make good the loss caused to any other person by his
activity. Whether in such case the plea that reasonable care was taken while carrying out such
activity is valid? Discuss in the light of decided case law.
(5 marks)
(b) What is the regulatory framework of environment protection in India?

(5 marks)

(c) Explain the term ‘Carbon Footprint’.

(5 marks)
OR

6A. Write short note on the following:
(i) Global Reporting Initiative (GRI).
(ii) Kyoto Protocol.
(iii) CSR Standard - ISO 26000.
(Note: Answer one section from the above options)

(5 marks each)
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time allowed: 3 hours

Maximum marks: 100
PART A
(Ethics & Governance)
(All Questions are Compulsory)

1. (a) Ascertaining that trading by an insider was based on unpublished price sensitive information is
a challenge. Explain with the help of a recent well reported case in the USA, the modus
operandi adopted for carrying out illegal insider trading
(10 marks)
(b) Explain briefly the following:
(i) Concept of whistle-blowing
(ii) Functions of ethics committee
(iii) Agency theory.

(5 marks each)

2. (a) Discuss briefly the recommendations of the Committee set up by the SEBI which led to the
inclusion of Clause 49 of the Listing Agreement.
(8 Marks)
(b) Describe the role and responsibilities of a Chairman of the Board.

(7 Marks)

OR
(a) “Executive management can help the board govern more and manage less”. Elucidate the
statement.
(8 Marks)
(b) Describe composition of the ‘audit committee’ and ‘nomination and remuneration committee’ as
per clause 49 of the listing agreement.
(7 Marks)
3. (a) The code of conduct of a company summarises its philosophy of doing business. The exact
details of this code are a matter of discretion, but there are some common principles in drafting
of the code in most of the companies. What are these principles?
(7 Marks)
(b) Explain with the help of a case study, how investors can force ethical issues on the company’s
agenda.
(8 Marks)
4. Write short notes on:
(a) Responsibility of Risk Management
(b) Stakeholder engagement
(c) Corporate Governance in public Sector Enterprises.

(5 marks each)

PART B
(Sustainability)
(All Questions are Compulsory)
5. (a) Discuss in brief the principles recommended in the National Voluntary Guidelines on Social,
Environmental and Economic Responsibilities of Business.
(5 marks)
(b) Discuss briefly the relationship between sustainable development and corporate sustainability
(5 marks)
(c) What do you understand by the terms ‘Green washing’ and ‘Greenhouse effect’?

(5 marks)
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(7 marks)

(b) Discuss in brief some of the commitments adopted under Rio+20 outcome document. (8 marks)
OR
6A. (a) Discuss in brief the concept of Kyosei.

(5 marks)

(b) “The reporting organisation should identify its stakeholders and explain in its sustainability
reporting how it has responded to their reasonable expectations and interests.” Elucidate this
statement by considering stakeholders’ inclusiveness.
(5 marks)
(c) State any five principles of Rio Declaration on Environment and Development.

(5 marks)
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PROFESSIONAL PROGRAMME
ADVANCED TAX LAWS AND PRACTICE
TEST PAPER 1
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours
Maximum Marks: 100
NOTE: All the references to sections mentioned in Part-A of the Question Paper relate to the Income-tax
Act,1961 and relevant Assessment Year 2014-15, unless stated otherwise.
PART A
(Direct Taxtion—Law and Practice)
1. A and B are two partners (1:2) of XY co., a firm engaged in the manufacturing of chemicals. The
profit and loss accounts of the firm for the year ending 31.3.2014 are as follows:
Particulars
Cost of goods sold

Amount(`)
86,00,000

Particulars
Sales
Long term
gains
Other
receipts

Salary to staff

17,79,600

Depreciation

1,60,000

Amount (`)
1,26,00,000

capital
80,000
business
62,000

Remuneration to partners:
A

6,00,000

B

4,80,000

Interest on capital to partners
@ 18%
A

72,000

B

50,400

Other expenses

7,40,000

Net profit

2,60,000

Total

1,27,42,000

1,27,42,000

Other information:
(1) The firm completed all legal formalities to get the status of a ‘Firm’.
(2) The firm has given donation of ` 1,60,000/- to a notified public charitable trust which is included
in other expenses.
(3) Salary and interest is paid to the partners as per the partnership deed.
(4) Depreciation allowable under section 32 is `1,56,000/(5) Income and investment of X and Y are as follows:
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X (`)
Interest on company deposit
Dividend from foreign companies
Long term capital gains(loss)
Short term capital gains(loss)
Winning from lotteries(gross)
Contribution towards home loan a/c of national Housing Bank

1,28,000
14,000
1,60,000
6,000
8,000
80,000

635

Y (`)
1,01,600
22,000
40,000
(12,000)
20,000
1,20,000

Find out Net Income and tax liability of the firm and partners for the Assessment year 2014-15.
(15 marks)
Attempt all parts of either Q.No. 2 or Q.No. 2A
2. (a) Explain how is the residential status of a company determined under the Income Tax Act, 1961?
(5 marks)
(b) Explain provisions relating to ‘advance ruling’ in the Income Tax Act,1961.
OR
(Alternate Question to Q. No. 2)

(10 marks)

2A. (a) Discuss the scope of the provisions, Central Government may make under section 90A(1) of the
Income Tax Act-1961, in respect of agreement between specified association.
(5 marks)
(b) What do you understand by “Book Profit” in the context of Minimum Alternate Tax?

(5 marks)

(c) Explain how the arm’s length price in relation to an international transaction is computed under
the comparable uncontrolled price method as per rule 10B of the Income Tax Rules, 1962.
(5 marks)
PART B
(Central Excise, Customs, VAT & Service Tax)
3. (a) What do you mean by reverse charge mechanism in Service Tax? Give examples where such
mechanism is applicable.
(10 marks)
(b) Briefly state the provisions relating to the procedure of registration under Service Tax.
(10 marks)
(c) Mr. X is providing taxable as well as exempted services. The value of taxable services is
`10 lakh while that of exempted services is 14 lakh. All the input/output services used by him
are commonly used in providing taxable as well as exempted services for which separate
account are not maintained. The total input credit is `4 lakh. Find the amount payable by Mr. X
as per Rule 6(2).
(5 marks)
Attempt all parts of either Q.No. 4 or Q.No. 4A
4. (a) Compute the assessable value of excisable goods, for levy of duty of excise, given the following
information –
Cum-Duty wholesale price including sales tax of `2,500
15,000
Normal secondary packing cost
1,000
Cost of special secondary packing
1,500
Cost of durable and returnable packing
1,500
Freight
1,250
Insurance on freight
200
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Trade discount (normal practice)
Rate of Central Excise duty as per Central Excise Tariff

1,500
10% Ad valorem
(5 marks)

(b) What is special audit under section 14AA of Central Excise Act, 1944?

(5 marks)

(c) State the provisions of transshipment of goods without payment of duty under section 54 of
Customs Act, 1962. Explain briefly.
(5marks)
OR
(Alternate Question to Q. No. 4)
4A. (a) From the following information, compute the amount of basic customs duty and additional duty
of customs payable under section 3(1) of the Customs Tariff Act, 1975 in respect of import of
readymade garments:
• Assessable value under customs: ` 1,50,000/• Tariff value notified under Central excise for levy of excise duty : 45% of the retail sale price;
• Retail sale price : `4,00,000/- (readymade garments are not notified under section 4A of the
Central Excise Act, 1944);
• Basic customs duty; 10%
• Central Excise duty : 10%; and
• Education cess: as applicable.
(5 marks)
(b) Write shot note on:
(i) Unjust Enrichment in Central Excise Law
(ii) Anti Dumping duty.

(5 marks each)

5. (a) What is “Composition scheme” under VAT. Discuss various features of composition scheme.
(5 marks)
(b) Explain the different methods for computation of VAT.

(5 marks)

(c) Determine the taxable turnover, input tax credit and net VAT payable by a works
contractor
from the detail given below on the assumption that the contractor maintains sufficient records to
quantify the labour changes. Assume output VAT as 12.5%:
` (In lakh)
Total contract price (excluding VAT)
100
Labour charges paid for execution of the contract
35
Cost of consumables used not involving transfer of property in goods
5
Material purchased and used for the contract taxable at 12.5% VAT
45
(VAT included)
The contractor also purchased a plant for use in the contract for `10.4 lakhs. In the
VAT
invoice relating to the same VAT, was charged at 4% separately and the said amount of `10.4
lakhs is inclusive of VAT. Assume 100% Input credit on capital goods.
Make suitable assumptions wherever required and show the working noted.
6. (a) What are the provisions relating to filling of return under the Service Tax Laws?

(5 marks)
(5 marks)

(b) What is meant by “manufacture” under the Central Excise Act, 1944? Explain by giving
reference to the relevant case laws.
(c) XYZ Ltd., imported a machine at a FOB value of `17,00,000. This sum includes `2,00,000
attributable to post-importation activities to be carried out by the seller. XYZ Ltd., had supplied
raw material worth `5,00,000 to the seller for the manufacture of the said machine. The goods
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were imported by vessel and actual cost of transportation is `80,000. The importer has also
paid demurrage charges of `5,000 and lighterage and barge charges of `15,000, in addition to
the transportation charges. Further the importer also paid `25,000 for transportation of goods
from port of entry to Inland Container Depot. The actual cost of insurance is `50,000. Compute
assessable value.
(5 marks)
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TEST PAPER 2
(This Test Paper is for recapitulate and practice for the students. Students need not
to submit responses/answers to this test paper to the Institute.)
Time Allowed: 3 hours
Maximum Marks: 100
NOTE: All the references to sections mentioned in Part-A of the Question Paper relate to the Income-tax
Act,1961 and relevant Assessment Year 2014-15, unless stated otherwise.
PART A
Direct Taxation Management
1. (a) Explain the provisions of MAT under the Income Tax Act, 1961.

(10 marks)

(b) “Tax evasion is the result of suppression, misrepresentation, illegality and fraud”. Explain.
(5 marks)
Attempt all parts of either Q. No. 2 or Q. No. 2A
2. (a) What do you mean by Arm’s Length Price? What are the methods of calculating it?

(5 marks)

(b) The applicability of transfer pricing provision has been extended to ‘specified domestic
transaction’. List down the transactions covered under section 92BA as ‘specified domestic
transaction?
(5 marks)
(c) Write a brief note on “Foreign Direct Investment (FDI)”.

(5 marks)

OR
(Alternate Question to Q. No. 2)
2A. (a) How foreign institutional investors are taxed on the income and the capital gains arising from
the transfer of securities? Discuss.
(10 marks)
(b) What do you mean by ‘foreign tax credit’? Explain.

(5 marks)

PART B
(Central Excise, Customs, VAT & Service Tax)
3.(a) What is the due date for payment of service tax and the interest on delayed payment of service
tax as specified under section 75?
(5 marks)
(b) Discuss ‘advance ruling in service tax’.

(5 marks)

(c) Compute the amount of service tax in the following cases, assuming the applicable rate of
service tax to be 12.36%
(i)

A goods carriage carrying 5 consignments (all belonging to different persons) at fare of
`300 each.

(ii)

A goods carriage carrying 10 consignments (all belonging to different persons) at fare of
`500 each.

(iii)

A goods carriage carrying 5 consignments (booked by five different persons but
addressed to the same consignee) at fare of `300 each.

(iv)

A goods carriage carrying 5 consignments (booked by five different persons but
addressed to the same consignee) at fare of `400 each.
(10 marks)

(d) What is VAT invoice? What are the mandatory provisions to be complied with while issuing a
VAT invoice by a registered dealer?
(5 marks)
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Attempt all parts of either Q. No. 4 or Q. No. 4A
4. (a) Calculate the assessable value and total customs duty payable from the following particulars
(i)

Date of presentation of bill of entry: 20.06.2013 (Rate of BCD 10%, Exchange Rate
`43.60 and rate notified by CBEC `43.80).

(ii)

Date of arrival of goods in India: 30.06.13 [Rate of BCD 10%; Exchange Rate `43.90 and
rate notified by CBEC `44.00.

(iii)

Rate of additional Customs Duty: 14%.

(iv)

CIF value 2,000 US Dollars; Air Freight 500 US Dollars, Insurance cost 100 US Dollars
[Landing Charges not ascertainable]

(v)

Education cess applicable @2% and SHEC is 1%. Assume there is no special CVD.
(5 Marks)
(b) Differentiate between:
(i)

Exempted Goods and Nil Rated Goods

(ii)

Remission of Duty and Abatement of duty under Central Excise Act, 1944. (5 marks each)
OR
(Alternate Question to Q. No. 4)

4A. (a) Compute assessable value for Central Excise purposes of Product A whose details are given
below. Out of 1,000 units manufactured, 800 units of product A have been cleared to a sister
unit for further production of excisable goods on assessee’s behalf; the balance 200 units are
lying in stock—
`
Direct Material consumed (inclusive of excise duty @ 8.24%)
2,16,480
Direct Labour & Director Expenses

1,80,000

Works Overheads (inclusive of Quality Control costs of `25,000 and

1,60,000

Research & Development Costs of `75,000)
Administrative Overheads (60% related to production)

1,50,000

Packing Cost of primary as well as secondary packing

40,000

Net value of non-excisable inputs received free of cost from sister unit for

80,000

manufacture of A
Value of moulds, dies, etc. Received free of cost from sister unit for

2,00,000

manufacture of A (25% of the value relates to current production)
Interest and financial charges

86,000

Abnormal losses (not included above)

14,000

VRS compensation to labour/employees (not included above)
Selling and Distribution Costs (including advertisement)
Reliable value of Scrap/Wastage

1,00,000
36,000
10,000
(5 marks)

(b) How is the assessable value determined when the excisable goods are not sold for delivery at
the time and place of removal?
(5 marks)
(c) Distinguish between “Identical Goods” and “Similar good” with reference to Custom Valuation
Rules, 2007.
(5 marks)
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5. (a) R Ltd. of Gujarat made total purchases of input and capital goods for `55,00,000 during the
month of October, 2013. The following information is given below:
(i) Goods worth `15,00,000 were purchased from Tamil Nadu on which CST @ 2% was
paid.
(ii) The purchase made in October, 2013 include goods purchased from un-registered
dealers amounting to `18,50,000.
(iii) Also purchased are capital goods for `6,50,000 (not eligible for input tax credit) and those
eligible for input tax credit for `9,00,000.
Sales made in the state of Gujarat for `10,00,000 on which VAT is levied @12.50% during the
month of October 2013. All purchases are exclusive of tax and VAT is levied @ 4%. Calculate
net VAT liability.
(5 marks)
(b) Enumerate any five purchases not eligible for input tax credit.

(5 marks)

(c) Explain the provisions for claiming drawback of duty paid on imported goods when they are reexported.
(5 marks)
6. (a) Explain the meaning of “Baggage”. What is the relevant date for determination of rate of duty
and tariff valuation in case of a baggage?
(5 marks)
(b) What are the clearances whose value are excluded for the purpose of calculating the Small
Scale Exemption Limit (SSI) while calculating the turnover of 150/400 lakhs?
(5 marks)
(c) Write a short note on Adjustment of excess amount of service tax paid.

(5 marks)

PROFESSIONAL PROGRAMME
(New syllabus)

DRAFTING, APPERANCES
AND PLEADINGS

MODULE 3- PAPER 8
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TEST PAPER 1
Time Allowed : 3 Hours

Maximum Marks : 100

Attempt All Questions
1.(a) Discuss the points to be considered in drafting of a mortgage deed.

(10 marks)

(b) Explain ‘supplemental deeds’ and ‘endorsements’. How do they differ from each other ?

(5 marks)

2.(a) Why is art of advocacy important? What are the important factors which Company Secretaries should
borne in mind while making written pleadings?
(10 marks)
(b) How a trade mark has been defined? Draft a specimen deed of assignment of registered trade mark.
(10 marks)
3.(a) “Practising of good professional etiquettes is necessary for professional success in the emerging business
scenario.” Discuss. (10 marks)
(b) What important points you will keep in view while drafting articles of association of a public limited
company or object clause in Memorandum of Association?
(10 marks)
4.(a) What is meant by ‘pre-incorporation contracts’ ? Can a company ratify a contract entered into by the
promoters on its behalf before its incorporation ? Explain with reasons.
(10 marks)
(b) Enumerate the procedure of compounding of offences under the Companies Act and Foreign Exchange
Management Act, 1999.
(10 marks)
5.(a) What is a “collaboration agreement”. Mention important guidelines which are required to be followed
while entering into a foreign collaboration agreement.
(10 marks)
(b) Write short notes on the following:
(i) Del Credere Agency
(ii) Usufructuary Mortgage
(iii) Power of Attorney and Letter of Authority.
(iv) Deed Escrow
(v) Arbitration Award

(3 marks each)

______________
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TEST PAPER 2
Time Allowed : 3 Hours

Maximum Marks : 100

Attempt All Questions
1.(a) What is a deed of assignment? Draft a specimen deed of assignment of copyright of a novel.
(10 marks)
(b) Explain briefly the various types of writs provided under the Constitution of India for the enforcement of
fundamental rights.
(10 marks)
2.(a) How can the exact value of goodwill be determined? Draft a specimen Deed of Sale of a business and
assignment of goodwill.
(10 marks)
(b) Discuss in brief the Appellate Authorities under the Income Tax Act, 1961.

(10 marks)

3.(a) What are the important points that should be taken into consideration while drafting contracts?
(10 marks)
(b) Draft specimen notices (i) to determine partnership at will; and (ii) to dissolve partnership.
(5 marks each)
4.(a) Define Gift. Discuss procedure for making a gift. Draft a specimen deed of gift for love and affection.
(10 marks)
(b) The objects of the trust must be lawful’. Comment in the light of the provisions of the Indian Trust Act,
1882. Distinguish between a ‘public trust’ and a ‘private trust’.
(10 marks)
5. (a) Explain in brief the essentials of a hypothecation agreement. Draft a specimen agreement on behalf of
a firm M/s ABC to hypothecate goods to execute fixed loan from XYZ Bank.
(10 marks)
(b) Briefly explain the contents of a service contract. Draft a specimen agreement of employment of manager
of a business concern.
(10 marks)

______________
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Question No. 1
Read the case study and answer all questions given at the end of the case:
ABC ALUMINIUM COMPANY PVT. LTD.
This case relates to m/s ABC Aluminium Company Pvt. Ltd, a SSI unit located at Delhi Rohatak road, Haryana.
The unit is in an area where cluster of industries have come up. It is located in an industrial area where all the
infrastructure facilities are available.
The total capacity of the plant was 10 TPD which comes to 3000MT per annum. The company was provided
medium term loan (MTL) of Rs 150.00 lacs and a cash credit (working capital) advance of Rs 160.00 lac. The
loan was sanctioned by a nationalized bank at Patna and a sub limit was provided from one of the branches
located at New Delhi for better control and supervision of account.
The promoters (directors) were from Patna (Bihar). They had a wooden ply industry at Patna, where they
earned good money. Later on, during 1996 the pollution control board-department of government did not permit
falling of the trees and transporting of local wooden logs and owner of the ply unit who promoted ABC Aluminium
Company Pvt. Ltd deserted Patna and shifted to Rohtak for setting up this aluminium based plant.
Since the directors had contact with the bank at Patna during their plywood business at Patna they had a good
and long relationship with the bank at Patna. The promoters approached the nationalized bank at Patna for
creating the ABC Aluminium Company Pvt. Ltd for financial assistance. The bank asks for certain important
information to satisfy them before appraisal of the loan proposal. The information asked was:
– Application form dully filled in.
– Memorandum and Article of Association of the Company.
– Allotment of land by Haryana Government- Industrial Area Development Authority.
– Project Report.
– Details of layout-land, building and detailed drawings of;

•
•

Administrative building

•

Godowns

•

Other civil constructions

Factory shed

– Quotations of machinery
– Estimate of civil construction duly signed by a civil engineer.
– Details of collateral securities of directors- land and building offered.
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– Details of land and building of the plant allotted by Government at Rohtak.
– Means of financial strength of promoters and total source of capital to be raised.
The bank appraised and sanctioned the loan. The raw material is locally available and import of scrap material
is permitted at lower excise duty and found to be competitive.
The project performance was critically examined by the bank before sanction of the loan. The parameters
covered were:
– Capacity of the project to perform.
– Projected level of working.
– The Break Even Point
– Sales at projected level
– Elements of cost of production
Based on the true value of expenses the projected performance at the time of sanction of loan was as under:
Projected level of working 50%
Sales quantity = 1500 MT(Metric Tones) at 50% capacity
Sales Price (average)= Rs 105,000 per MT
100% Level

50% Level

(Rs in lacs)

3150

1575

A

Cost of Raw Material

2677

1340

Fuel for Furnace

112

56

Fuel for DG set

52

26

Other Fuel

26

13

Cost of Tools & Dies

8

4

Wages

15

10

Sub Total

2896

1453

B

Contribution (A-B)

254

122

C

Salary

6

6

Selling General and
administrative expenses

24

24

Interest on Working Capital

48

24

Interest on Term Loan

18

18

Depreciation

12

12

Yearly Sales
Variable Cost

Fixed Cost
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Total Fixed Cost

108

84

PBT (C-D)

146

38

Depreciation

12

12

Cash Accrual

158

50

Break Even Sales

1339.37

1084.42

Break Even %

42.51

68.85% of Operation

D

Based on the performance the term loan against fixed assets amounting to Rs 150 lacs was Sanctioned to be
repaid in seven years and was termed as medium term loan (MTL). Also using the Tandon committee norms a
working capital of Rs 160 lacs was sanctioned.
After the sanctioned was made following securities were obtained:
– Hypothecation of stocks
– Pledge of land, buildings, plant and machinery and other assets of the company.
– Equitable mortgage of director’s property (land and building) offered as collateral security.
– Liens on the shares hold by directors.
– A lien on NSC and PPF.
– Creating charge of assets of the company with Registrar of the Company, being a private limited company.
Later on during the year 2002 the company’s performance declined which was a threat and an early warning
signal for the bank and for the company. The symptoms noticed by the bank were:
– Sales proceeds were not fully rooted through bank account.
– The drawing power declined and account became irregular.
– The term loan instalments became overdue due to non-payment in time.
– The account was feared to be NPA.
The matter was reported to the head office of the bank and a detailed study was conducted by a team of experts
the details of diagnostic study and its recommendations follows.
Technical feasibility and problem faced by the company were conducted, the details of which are:
Process of manufacturing
It was found to be a successful process and was accepted by the bank.
Capacity of the plant
The machines were found in sound state of operation and the capacity was arrived at 3000 MT per annum while
working on three shifts.
During the study to minimise losses and improve the quality of product following recommendations were made:
– The scrap should be shorted out based on their quality.
– Small and lighter scraps should be bundled on bundling machines to give it a compact look. For each
charge an input output record needs to be maintained to measure operational losses.
– The quality of raw material should be chemically examined before charging in to the furnace. For this a
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simple material testing equipment is needed. The charge to the furnace needs to be standardized.
– At furnace point there should be a temperature measuring device to exactly note the temperature.
Land and building
It was observed that land and building is adequate to accommodate the present facilities needed for production
and there is a room for 100% expansion.
Teething problems faced
At the time of financing the proposal there was no room for tools and dies which is a large component of
investment. The company created a die-shop by diverting funds without informing the bank. It was a necessary
component of the project cost which was not taken in to account while sanctioning the project. The cost of dieshop and dies was about Rs 20lacsand this resulted in to short fall in working capital fund due to diversion in this
case short term source was used for long term uses causing a setback in the current asset value. The project
was found technically feasible and was in a perfect working order.
Economic viability
Following data were analysed and based on these current data the economic feasibility was determined:
– Work force strength planning and its cost.
– Cost of raw material- a material-mix was arrived at. The weighted average material cost was arrived at
Rs 89,250 per MT including 5% losses during the process.
Revised working capital was assessed and the components of working capital were as under:
Raw materials

23 days

Stock in process

7 days

Finished goods

9 days

Receivables

26 days

Total working capital cycle

60 days

It was seen that the present working capital limit was adequate but there was a gap between the current asset
needed and current asset available. Which needs to be bridged by the company?
The company was found to be economically viable and capable to serve its interest and instalments for medium
term loan already granted to it.
What went wrong?
– The company did not record its sales fully and due to unrecorded sales it resulted in to wrong performance
than actual.
– The company also followed the practice of under billing.
– Sells to some small petty traders were not recorded at all and such traders were twenty two in numbers.
– Company diverted about Rs 25lacs in creating a tool room and dies which resulted in to diversion of
fund within the industry (diversion from short term sources to long term uses).
– The company opened an account in different bank and routed the sales and deposit through current
account which was not proper.
– There was exemption of sales tax (vat) which the company did not avail fully which was due to their
inclination towards cash dealing without billing.
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– The bank-customer relation was affected badly leading to strain relationship.
– Stock statements were not submitted in time and bank operation turned poorer day by day.
– The directors have created good asset in the form of self-owned building at Rohtak out of fund generated
but diverted. Here this case was an example of healthy entrepreneur and sick industry.
The diversion of fund was traced and this amounted to about Rs 190 lacs during the past four years of operations
which were as under:
Under billing

Rs. 150 lacs

Dies and tool room

Rs. 25 lacs

Construction of house

Rs. 50 lacs

Total

Rs. 190 lacs

This resulted into short fall in working capital and instalments payments to the bank resulting in to this bad
shape.
Past four years of operation is an indicator of manipulation of facts which is detailed here under:
Year wise cash Accrual
Year

Profit/Loss

Depreciation

Cash Accrual

(Rs. in lacs)
Sales

1998-99

(-1.51)

10.77

9.26

241.90

1999-2000

(-2.20)

10.64

8.44

175.45

2000-2001

0.36

11.00

11.36

324.86

2001-2002

(-13.8)

11.25

(-2.55)

240.01

Total Cash accrual

26.51

The sales do not correlate with profit or cash accrual and the diversion of fund is feared.
The increase in depreciation shows that there is a creation of fixed asset by diversion of fund. The fixed assets
added were as under:
Year

(Rs in lacs)

1998-99

23.17

1999-00

10.49

2000-01

11.15

2001-02

06.50

Total

51.31

Decision by the bank to take up the rehabilitation/ restructuring
The account in the books of the bank has turned sticky and irregular and is classified as NPA but it has strength
for rehabilitation and restructuring since the major diversion were within the business. It may be considered for
rehabilitation and restructuring. Following were the terms and conditions of the bank for taking up this case for
rehabilitation:
– Closing the account of another bank- CBI Paharganj, New Delhi as banking with other bank is not
allowed mainly which is not lender to the company.
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– Providing additional working capital mainly coverage of Sundry Dr by clean bill limit.
– Restructuring the term loan and its repayment plan.
– Since it was a wilful default, no concession in interest should be permitted.
– The company should route the sales proceeds through bank account only and avail the bill limit by
drawing bills through bank.
– The company must start working at least at 40% capacity utilisation which is higher than BEP and try to
increase its level of operation subsequently.
– Additional security should be provided in the following manner.

•

Pledge or mortgage of additional fixed assets created by diversion of fund.

•

Equitable mortgage of land and building of directors created in personal or family name.

•

Hypothecation of current assets covered under working capital and its renewal from time to time.

•

Bringing fund in proportion to margin (own contribution) as required by the bank by raising the paid
up capital.

Considering the facts and reasonable opportunity and probability to put the company on a proper track it is
possible to rehabilitate the company by adopting honest practices and by creating a smooth bank-customer
relationship. The care the bank should take is a stricter follow up, monitoring and control.
This decision will bring the company as a successful venture and will turn it in to a growing concern. This
decision will add to the following advantages:
– The assets which may turn idle or scrap will be utilised.
– It will create better employment opportunity for the youth.
– The banks money will be realised and its NPA will be reduced. Also the bank will gain in long term in the
form of interest earning which will keep on growing in relation to the growth of the company.
– The company directors and shareholders will be satisfied persons.
– By growth the company will expand providing more services to the nation.
Questions: (related to case study)
Answer all questions
a) What have you learnt from this case?
b) Why this industry faced this problem?
c) Is it the case of NPA or sickness?
d) How did the bank tackle this case?
e) What were wrong practices the company adopted?
f) What corrective measures do you suggest?
g) Conduct a SWOT analysis on this case?
h) What were the recommendations of the bank? Do you agree with the bank’s decision?
i) For additional security of the loan what documents you should obtain as a branch manager?
j) It is very easy to call up the loan ending the bank-customer relationship but it is difficult to retain it for
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a longer period. In your opinion what would be the advantages to the company, its shareholders,
bank and the nation if it is brought back to good health as a discipline entrepreneur?
(5 marks each)
Question No. 2
Answer all the following questions.
a) What are the important documents banks generally obtain for each liability (loan) created? Mention
period of each type of documents before it is time barred. As a consultant to the bank what guide lines
you should provide to the bank to prevent the document to become time barred?
(10 marks)
b) You are working as a bank manager and have received a loan proposal for a large industrial sector
related to setting up a thermal power plant. The total loan requirement is Rs 10,000 Crores which for a
single bank is not feasible. What step you will take to see that the requirement of Rs 10,000 Crores is
met?
(10 marks)
c) What are the problems faced by India in implementing BASEL committee report?
(10 marks)
Question No. 3
For a quick and honest grievance redressal ‘Banking Ombudsman’ was created. Discuss the objectives of
Ombudsman and type of grievances generally covered under it. Is it advantageous to the society and will it acts
as a tool to create a healthier and an ethical customer relationship? Support your answer with suitable examples
where help from ‘Banking Ombudsman’ can be taken.
(5 marks)
Question No. 4
Mechanisation and e-banking has provided speed and comfort for both the banks and the customers but at the
same time it has generated risks. Discuss the risks associated with e- banking and your suggestions to minimise
it. Give suitable examples of risks possible in e- banking system and its control mechanism.
(5 marks)
Question No. 5
In the year 1935 Reserve Bank of India Act was framed and after independence the Banking Regulation Act
1949 was created. Describe the reasons of this change and important provisions built in it. Explain how this Act
is going to strengthen the banking system in India.
(5 marks)
Question No. 6
a) What is Garnishee order and where is it applied? Narrate two situations where the Garnishee order will
not be applicable.
b) What are the uses of Right of General Lien and Right of Set Off? Give an example of Right of Set Off.
(5 marks)

___________
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Question No. 1
Suppose that the following order has been passed by a Whole-time Member of SEBI.
BEFORE THE SECURITIES AND EXCHANGE BOARD OF INDIA
CORAM:.............., WHOLE TIME MEMBER
IN THE MATTER STE LTD In respect of M/s ROSE ( Prop. GHANA)
SEBI Registration No. INB ......................(PAN:......................)
Sub-broker of XYZ Ltd.
Date of hearing: September 19, 2011
Appearances
For Noticee: Mr. Amit, Advocate
For SEBI: Mr. Mahesh, Deputy General Manager Ms. Sasmita, Deputy Legal Adviser
ORDER
Under Regulation 28(2) read with Regulation 38 (2) of the Securities and Exchange Board of India
(Intermediaries) Regulations, 2008
1. Securities and Exchange Board of India (hereinafter referred to as ‘SEBI’) conducted an investigation in
the trading in the scrip of M/s STE Limited (hereinafter referred to as ‘STEL’ / ‘Company’) during the period
from January 01, 2002 to July 31, 2002. The shares of STEL are listed on Bombay Stock Exchange
(hereinafter referred to as ‘BSE’) and Ahmedabad Stock Exchange (hereinafter referred to as ‘ASE’).
Investigations, inter alia, revealed that STEL, which had a paid up capital of Rs.3,60,00,000 comprising 36
lakh shares, issued additional shares to the tune of 3 crores on a preferential basis to certain entities .
These shares were issued by STEL to the shareholders of two companies, namely M/s. ABC Ltd. (hereinafter
referred to as ‘ABC’) and M/s. PQR Ltd (hereinafter referred to as ‘PQR’) on swap basis. The shares of
STEL so allotted were fraudulently dematerialized using an in-principle listing approval from ASE. Further,
it was seen that immediately prior to allotment, several fictitious demat accounts were opened using forged
and fictitious documents. The shares allotted on preferential basis were found to have been transferred, in
some instances, to such fictitious accounts. Following this, the said shares were routed through various
entities and finally offloaded onto unsuspecting investors at BSE, even though BSE had refused listing
permission for these additional shares.
2. Pursuant to the said investigation, it was alleged that one of the entities, viz., M/s ROSE (hereinafter referred
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to as ‘ROSE’/ ‘the noticee’), received unlisted shares of STEL from various entities in off market transactions
and thereafter transferred these shares to brokers who then offloaded the unlisted shares on the market.
3. Based on the findings of investigation, SEBI initiated enquiry proceedings as against the noticee in terms of
SEBI (Procedure for Holding Enquiry by Enquiry Officer and Imposing Penalty) Regulations, 2002 (hereinafter
referred to as ‘Enquiry Regulations’), by appointing an Enquiry Officer under Regulation 5(1) of Enquiry Regulations
vide order dated April 7, 2008 to enquire into the alleged violation of the provisions of Regulations 3, 4(b),(c) and
6(a) of SEBI (Prohibition of Fraudulent and Unfair Trade Practices Relating to Securities Markets) Regulations,
1995 (hereinafter referred to as ‘PFUTP Regulations, 1995’) read with Regulations 3(a), (c), (d), 4(1), (2) (a) of
SEBI (Prohibition of Fraudulent and Unfair Trade Practices Relating to Securities Markets) Regulations, 2003
(hereinafter referred to as ‘PFUTP Regulations, 2003’) and Clauses A(1), (2) and D (1), (4) and (5) of Code of
Conduct as stipulated in Schedule II under Regulation 15 of the SEBI (Stock Brokers and Sub Brokers)
Regulations, 1992 (hereinafter referred to as ‘Brokers Regulations’). As the Enquiry Regulations were repealed
with the notification of SEBI (Intermediaries) Regulations, 2008, the Enquiry Officer/ Designated Authority
(hereinafter referred to as the ‘Enquiry Officer’) submitted his Report dated November 23, 2009, in terms of
Regulation 27 of SEBI (Intermediaries) Regulations, 2008, recommending thereby that the certificate of registration
of the noticee be suspended for a period of six months.
4. Subsequently notices dated December 29, 2009 and June 09, 2010 (hereinafter referred to as the ‘SCN’)
under Regulation 28 of SEBI (Intermediaries) Regulations, 2008, were issued to the noticee, asking it to show
cause as to why action as recommended by the Enquiry Officer or a higher penalty should not be imposed on
the noticee. The noticee was advised to reply to the SCN, within twenty one days from the date of receipt
thereof. It was also informed that in case of failure, it would be presumed that it had no explanation to offer and
SEBI shall be free to take such action in the manner as it deemed fit. A copy of the Enquiry Report was also
forwarded to the noticee along with the SCN.
5. An opportunity of personal hearing was granted to the noticee before me on December 16, 2010. However,
the noticee did not appear for the said hearing citing health reasons. The noticee replied to the SCN vide letter
dated December 22, 2010. Subsequently, one more opportunity of hearing was granted to the noticee on
September 19, 2011. On the scheduled date, Mr Amit, Advocate, appeared before me as the authorized
representative of M/s ROSE and made submissions. The noticee has, inter alia, submitted as under:
(i) The noticee was holding these shares in trust for the allottees.
(ii) The shares were not unlisted shares.
6. I have carefully considered the Enquiry Report, the SCN issued to the noticee along with the submissions of
the noticee and other material available on record. Thus, the issue that arises for my consideration is whether
the noticee had violated Regulations 3, 4(b),(c), and 6 (a) of PFUTP Regulations, 1995 read with Regulations
3(a), (c), (d) and 4(1), (2) (a) of PFUTP Regulations, 2003 and Clauses A(1), (2) and D (1), (4) and (5) of the
Code of Conduct as stipulated in Schedule II under Regulation 15 of the Brokers Regulations.
7. I note that the paid up capital of the company as on January 1, 2002 was Rs.33,60,00,000/- (3,36,00,000
shares of Rs.10/-). The above capital of the company consisted of 3,00,00,000 shares allotted on a preferential
basis (swap for consideration other than cash). The shares of the preferential allotment remained unlisted at
BSE. Hence, the submission of the noticee that the shares were not unlisted is without merit.
8. I note that the major brokers/sub brokers and their clients who had traded during the investigation period are
as under:
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Member
Broker

Sub
Broker

PLI Pvt. Ltd.

Major Ultimate
Client

Gross Purchase

Gross Sales

Shares

%

Shares

%

285053

0.59

14927712

31.21

Nitin

1988023

4.13

Yatindra

3454658

7.18

YC Corporation

274313

0.57

20691706

43.00%

Karan

Total Trading by broker
XYZLtd.

Sampark

296023

0.62%

Vasu

ROSE

892000

1.85

JamBhai

Sunil

2003700

4.16

ROSE

Nitin

31928

0.07

49982

0.10

ROSE(GHANA)

34948

0.076

38054

0.076

Total trading by broker

518930

1.08%

3305629

6.87%

SPF(Prop:

Hitendra

10000

0.02

260500

0.54

Pankaj)

Farooq

1004011

2.09

1004976

2.09

0.00

1050000

2.18

KC Corporation
Trading account

1071504

2.23

1091952

2.27

Nitin

146314

0.30

812586

1.69

2529550

5.26%

4452659

9.25%

10827004 22.50%

6555277

13.62%

48116275 100%

48116275

100%

Total trading by broker
Imtiaz
Total traded quantity

Total 273 clients.

9. As it was observed that a few clients who were the major sellers had sold more than the listed capital of the
company, while their purchases were comparatively less as stated above, demat accounts of these clients
including Karan, Nitin, Yatindra, ROSE and Sunil, KC Corporation were analyzed to find out the source of their
acquisition. Analysis of their demat statements revealed the following:
(i) The preferential allottees had dematerialised the shares they had received in the allotments and had
transferred these shares to Rinku and GHANA (proprietor of M/s ROSE, the noticee herein).
(ii) Rinku was holding 5 lakh shares from the preferential allotment and further received 71,81,980 shares from
the preferential allottees of ABC Ltd. and 1,90,00,000 shares (on a single day) from the allottees of PQR Ltd.
(iii) Rinku transferred 2,33,72,565 shares to GHANA. GHANA also received 11,09,556 shares from some of
the other preferential allottees in the scrip during the Investigation period.
10. Subsequently, the noticee delivered these shares to the brokers/sub brokers, details of which are stated
below. The shares were sold in the market by these brokers/ subbrokers.
Name of the Broker/sub-broker
PLI Pvt. Ltd

No of shares
2,05,34,963

XYZ Ltd.

20,00,000

SPF

12,68,286
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The aforesaid shares were unlisted. Thus, it is alleged that the noticee aided and abetted the allottees in off
loading the shares which they received in the preferential allotment.
11. I note that none of the aforementioned entities who traded in the scrip, except GHANA (proprietor of M/s
ROSE), had received any shares through off- market transfers, nor had they delivered any shares to the respective
brokers. Their delivery obligations were met through third party delivery by Shri GHANA (ROSE).
12. The scheme of manipulation in the scrip of STEL can be represented diagrammatically as under:
13. Thus, I note from the above that the noticee was part of the manipulation in the scrip of STEL as it received
shares from the allottees in the preferential allotment through off- market and subsequently transferred to the
brokers/sub-brokers for sale through the market.
STEL
STEL (3,00,00,000 shares allotted on a
preferential basis

PREFERENTIAL ALLOTTEES OF ABC
LTD.
(Received 1,00,00,000 shares)


PREFERENTIAL ALLOTTEES OF PQR
LTD.
(Received 2,00,00,000 shares)

RINKU
(One of the preferential allottees. Received 5 lakh shares from
 the preferential allotment, 71,81,980 shares from allottees of 
ABC and 1,90,00,000 shares on a single day from the allottees
of PQR)

GHANA
 (Received 2,33,72,565 shares from Rinku and 11,09,556 
shares from certain preferential allottees)

BROKERS (SELL)
(Delivery obligations of entities acting as conduits and placing
sell orders were met through third party delivery by GHANA)

14. I further note that SPF, one of the entities to whom the noticee transferred the unlisted shares, is related to
the noticee. While the noticee has denied that Pankaj, the proprietor of SPF is his cousin, I note that the telephone
No.......... registered in the name of ROSE, is allotted to the address ....................... I note that this is the same
address as that of SPF.
15. I also note that 1,83,957 shares were sold by M/s PLI Pvt. Ltd. On behalf of ROSE as client, but contract
notes were issued in the name of Mr. Karan. The noticee, during the proceedings before the Enquiry Officer,
admitted that the transaction was on behalf of Mr. Karan, and submitted that the same was due to an error and
has been rectified.
16. From the above, I find that the noticee has not only received the shares in off market from Rinku and other
preferential allottees but also transferred the same to PLI Pvt Ltd., XYZ Ltd. and SPF, who in turn sold them in
the market. By doing so, the noticee has aided and abetted the preferential allottees, brokers/sub-brokers and
clients in offloading the unlisted shares in the market.
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17. In view of the facts and circumstances of the case, the violation of Regulations 3, 4(b), 4(c), 6(a) of PFUTP
Regulations, 1995 read with Regulation 3(a),(c),(d) 4(1),(2)(a) of PFUTP Regulations, 2003 and Clauses A(1)
(2) and D (1) (4) (5) of Code of Conduct for Stock Brokers as stipulated in Schedule II under Regulation 15 of the
Brokers Regulations stands established.
18. Therefore, taking into consideration the facts and circumstances of the case, I, in exercise of the powers
conferred upon me in terms of Section 19 of the Securities and Exchange Board of India Act, 1992 read with
Regulation 28(2) of Securities and Exchange Board of India (Intermediaries) Regulations, 2008, hereby state
that the certificate of registration of the noticee, M/s ROSE (Prop. GHANA) (SEBI Registration No. ...........)
(PAN: .........) be suspended for a period of six (6) months from the date of this order.
19. This order shall come into effect on expiry of 21 days from the date of this order.
Place:
Date:

Whole Time Member
SEBI

Draft an appeal to Securities Appellate Tribunal under Section 15T of the SEBI Act, 1992 against this order in
about 1500 words.
(50 Marks)
Question No. 2
M/s ABC Limited (Target Company) a public limited company listed at NSE and BSE, has total paid up
capital of Rs. 13,41,43,160/- comprising of 13,41,43,160 equity shares of Rs 1/-each. The promoter of the
Target Company is a body corporate i.e. GB Private Limited (GBPL) (unlisted company) and holding 75%
equity share capital of Target Company and balance shareholding is held by Indian Public. The promoters
of GBPL are M/s GI Private Limited (GIPL) holding 90% shareholding of GBPL. The total shareholding of M/
s GIPL is held by other three bodies corporate i.e. M/s AH Private Limited (AHPL), M/s AI Private Limited
(AIPL) and M/s DR Private Limited (DRPL). The individuals are holding majority shareholdings of all these
three bodies corporate viz. AHPL, AIPL and DRPL. Mrs. Jain is holding 21.57%, 24.92% and 28.40% equity
stakes in AHPL, AIPL and DRPL respectively. Mrs. Malhotra is holding 23.53%, 19.93 % and 28.40 %
stakes in AHPL, AIPL and DRPL respectively. Mrs. Malhotra and Mrs. Jain together with the Person Acting
in Concert, who are their relatives, are in control of AHPL, AIPL and DRPL. In the light of the above, explain
the following:
(i) Whether the transfer of all the shares by Mrs. Jain and Mrs. Malhotra in unlisted companies i.e. AHPL,
AIPL and DRPL by way of gift to their immediate relative i.e. brother ( who is not directly or indirectly part
of the promoter group of target company of share holder of any of the unlisted holding company) shall
attract the provisions of SEBI (SAST) Regulations, 2011? If the answer is yes, explain with detailed
provisions which are attracted.
(ii) Whether the above said transfer of shares by Mrs. Jain and Mrs. Malhotra in unlisted companies i.e.
AHPL, AIPL and DRPL by way of gift to their immediate relative i.e. brother shall be eligible for exemption
under the SEBI (SAST) Regulations, 2011? If yes, then subject to which regulation it can claim exemption?
(iii) Whether for the above said transfer, the individual promoters of AHPL, AIPL and DRPL i.e. Mrs. Jain
and Mrs. Malhotra and their brother will be deemed to be qualifying person s for claiming exemption?
(30 marks)
Question No. 3
Hedging has generally proved to be one of the most popular techniques for risk management, it is imperative to
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test its efficiency, and estimate its effectiveness as a risk management tool in a quantitative manner. How does
various future contracts traded in commodity markets of India improves hedging efficiency?
(5 Marks)
Question No. 4
Money market mutual funds are the lowest-risk variety of mutual funds, but they aren’t risk-free. Discuss.
(5 Marks)
Question No. 5
Write a short note on how commodity derivative market has helped in price discovery and price risk management.
(5 Marks)
Question No. 6
Compare the settlement mechanism of Capital and Commodity Market.
(5 Marks)

___________
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1. Please refer the below case study
The Olympics as a Story of Risk Management
A lot of things didn't happen at the Olympics this year, all of which were extensively prepared for. A terrorist
incident, a breakdown of the London rail system, power blackouts, volcanic ash clouds, flooding, an outbreak
of infectious disease—the London organizing committee (LOCOG) and the International Olympic Committee
(IOC) spent years thinking about every scenario they could imagine. Simulations of security incidents were
rehearsed, and contingency plans for mass evacuations or emergency situations were put in place.
Risk management is now at the heart of the governance model for the Olympic Games and the Olympic
movement, and not only because of their growing scale and complexity. There is also the time horizon
involved, which can be up to twenty years from the genesis of a host city's bid to the conclusion of the actual
event. Long timelines mean greater vulnerability to emerging risks—that is, dangers with a large potential
impact that are not well understood or easily quantified or which emerge as the unanticipated result of
disparate causal processes interacting. These risks can emanate from the realm of security, public health,
natural ecology, technology, or economics. In the run-up to the London 2012 Olympics, for example, the
global financial crisis caused private developers for the Olympic Village project to withdraw, requiring a
refinancing package backed by government. Consider, too, that when threats materialize at large-scale
events, the damage often spills over to other parties. Even before the official opening of London 2012, a mixup with the flag for the North Korean women's football team had organizers scrambling to resolve a
diplomatic spat. Other mega-events have sometimes taken their toll in business disruption, by interrupting
supply chains, altering consumption, or giving rise to workforce absenteeism. The Olympics can bring a halt
to "business as usual" for the host government as well, as it diverts resources to support and police the
event. Higher than normal volumes of population movements can create hazards for public health and cause
traffic congestion. The influx of spectators offers a target for petty crime, and the symbolism of the Olympics
presents a temptation for terrorists.
One key to effective risk management is the ability to distinguish between phenomena that cannot
reasonably be foreseen and dangers that are "self-inflicted" because they could be avoided by thorough
planning and careful execution. At the start of the Atlanta 1996 Olympics, it was a catalog of minor
operational and logistical problems that led journalists to start reporting on "the glitch Games." The truth is
that risk is often organizational in its origins, created through poor decision-making, misjudgments in
planning assumptions, or human error in operations (such as in monitoring or enforcement activities). Many
threats are not unforeseeable, but lie just beyond the edge of current knowledge. In planning for the
Olympics, warning signals can be imperceptible amidst the noise, due to the relative scarcity of local
experience, as organizers tread an unknown path (although there is a growing Olympic professional services
complex made up of firms and consultants contracted to advise on bid teams and organising committees).
Managing risk involves a judicious mix of preventing the risks that can reasonably be controlled, learning to
recognize the ones that can't be prevented, being prepared to react to limit damage, and having the
resources to recover from the problems that do occur. Olympics organizers traditionally focused on reaction
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and recovery, using tools such as insurance (taken out for personal injury and property coverage), safety
plans, and command and control structures. Since the 1980s, however, Games organizing committees have
increasingly invested in teams and systems dedicated to the management of risk through internal controls.
Risk mitigation is now integrated into decision-making and operations, and no longer treated as just an input
into the calculation of insurance premiums. Ensuring readiness for Games-time (in Olympic- speak) now
involves strategic pre-emption through stress-testing and scenario planning. Table-top 'gaming' exercises at
the top of the chain of command and practical training of personnel through rehearsals are routine across
many of the diverse functions of Olympic operations. In the months leading up to London 2012, for example,
visible military rehearsals were staged on the River Thames in addition to many test events performed on the
main site. Ahead of Vancouver 2010, IT planning identified around six hundred scenarios for rehearsals in a
formal playbook which also documented procedures to follow in the event of an incident. The rise of Olympic
risk management is certainly evident at the level of the IOC, the guardian of the Games. It is understandably
preoccupied with financial risk, since the event is effectively its only commercial asset, and with reputational
risk, given that the Olympic "halo" that derives from this is what makes that asset so valuable. Since the
events of 9/11, the IOC has taken out insurance cover against event cancellation due to either terrorism or
natural disaster (something which organizing committees had done for many years before). More
significantly, though, since the 1990s it has increasingly formalized its process of evaluation of bids and its
monitoring of the readiness of preparations of host cities. Bids of applicant cities must now be presented
according to a standardised template, with covenants of support from the relevant public authorities and
political actors. The IOC's Evaluation Commission then reports on the technical quality of the bid, prior to the
vote of its membership to award the Games. After this, the monitoring of readiness is transferred to the
Coordination Commission, with its inspection visits providing opportunities to identify risks in project
management and operations. The other crucial aspect in which the IOC has reshaped the way in which risk
is understood by Olympic organizers is through its attempts to formalize learning between events under its
Olympic Games Knowledge Management program. This integrated framework of services and
documentation (made available to cities after a candidature fee has been paid) consists of an observer and
secondment program for officials from future host cities, workshops, technical manuals, a Games evaluation
process, and debriefing. Olympics organizers and the IOC have wisely leveraged the business world's
growing understanding of risk management. "Risk-based" approaches to planning for the Vancouver 2010
Winter Olympics and the London 2012 Summer Olympics (confirmed through research interviews with senior
officials) reveal the strong influence of the ideas and practice of risk management, for example in the
creation of risk registers (i.e. databases) and monitoring systems put in place to spot issues that pose
potential dangers further down the line. The rise of Olympic risk management has touched not only on the
most visible fields of finance and security, but a wide range of activities, such as in procurement and contract
management, health and safety, the assessment of environmental impacts, and public health planning. In
turn, as organizers of Olympic games have become more sophisticated in risk management over the past
thirty years, the broader discipline and profession of risk management has benefited from its example. As the
concept of risk itself has taken hold in modern societies and organizations, the Olympics provide a
compelling case study in the evolution and promise of risk management.
On the basis of above case study, answer the following questions.
(a) List out the risk exposures from the experiences of the Olympic Games.

(10 Marks)

(b) What do you mean by speculative Risk and pure risk? Categorise the risk identified above under
speculative risk and pure risk.
(10 Marks)
(c) Discuss how have the organizers become more professional in managing the risks and explain
about the “risk-based approaches” adopted by the organizers of the games.
(10 Marks)
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(d) What do you mean by risk based Planning? How can risk based planning help an organisation in
combating with risk discussed in above case study?
(10 Marks)
(e) Discuss different risk management techniques with special emphasis on Insurance.

(10 Marks)

2. Answer the following:
(a) Discuss the product approval process for non linked insurance products. Highlight the main
provisions of laws/regulations governing the approval process for non linked insurance products.
(10 Marks)
(b) What do you mean by Micro Insurance? State the salient features of Micro insurance in detail along
with highlighting the IRDA Regulation on Micro Insurance in its effort for financial inclusion.
(10 Marks)
(c) Who can be an Insurance Surveyor and Loss Assessor? Highlight the relevant provisions relating to
registration, regulation and supervision of Insurance and loss surveyors in India?
(10 Marks)
3.

Mr. Vinod had availed a Hospitalization Insurance cover from XYZ Insurance Company for self and the
details of the same were as under:
`
Sum Insured

3,00,000

Limit Per Illness

3,00,000

Sub Limits per illness
Room Rent including special nursing charges per day

5,500

Consultation /Visits by Doctor

5,000

Test/Examination

5,000

Surgical Expenses

75,000

Medical expenses

15,000

Domiciliary Hospitalisation per day

2,000

Cover Excluded Domiciliary Treatment
Mr. Anand has a sudden attack of acute jaundice and was advised by the Doctor for immediate
hospitalization and treatment, but had to wait for two days as there was no hospital accommodation available
in any of the registered hospitals in the city. On both the days Doctor visited him at home and at his
instructions a nurse also attended him at home. On the third day he was admitted in a hospital near his
residence and underwent hospital treatment for 15 days before being discharged. The expenses incurred by
him in the hospital were as below:
`
Room Rent per day
Special Nursing per day for three days

5,000
800

Five visits by the Doctor at Rs. 1,250 per visit

6,250

Test/examination

4,000

Injections and Medicines

22,000

Extra Bedding Charges for attendant for all the 15 days

7,500

Food expenses for Mr. Anand (During the Hospital Stay)

7,500
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As there was no cashless facility extended under the policy Mr. Anand had to pay the Hospital bill fist and
had to seek reimbursement under his insurance policy. Adjust the amount that he would be able to recover
under his insurance policy.
(5 Marks)
4.

5.

6.

Why is it said that “a Proposal is the basis of insurance”. Which insurance principle substantiates this
statement? Give illustrative examples. In some of the cases, while filling the proposal form, material
facts are not disclosed by the Insured. State the implications of concealment of Material facts by the
insured.
(5 Marks)
Discuss the need and growing importance of Liability insurance policies in India quoting relevant
examples with specific reference to Professional indemnity liability policy in the backdrop of the recent
corporate scams.
(5 Marks)
“Claims handling requires specialized skills.” Do you agree? What makes insurance claims processing
difficult and complicated and unpleasant especially in general insurance. Refer to the relevant IRDA
guidelines for speedy settlement of claims.
(5 Marks)
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Note: Attempt all questions.
Question No. 1
Read the following case and answer the questions given at the end of the case:
IN THE MATTER OF
ABC Limited (Appellant) Vs.
A& BC Limited (Respondent)
ABC Ltd., the Appellant herein, instituted a Suit No. 4007 of 2013 before the High Court seeking a decree of
permanent injunction against A&BC Paper Mills Ltd., the Respondent herein, restraining it from using in any
manner as a part of its corporate name or trading style the words " A&BC " or any word which is deceptively
similar to "ABC.
The Appellant is a 'company' incorporated and registered under the Indian Companies Act, 1913 and is an
existing company under the Companies Act, 2013. It was incorporated in October 1945 with the name ‘ABC
Ltd.' having 15 other subsidiary companies.
The case of the Appellant is that the word ' ABC ' is its registered trade mark bearing Registration No.
338997, in respect of the goods in Class 12 of the Trade Marks Act, 1999 (hereinafter referred to as 'the
Act'). According to the Appellant, the word ' ABC ' is not only a registered trade mark but forms the dominant
and significant part of the appellant and other companies of the group. The companies carrying the name
'ABC’ are engaged in industrial and trading activities in multiple fields such as manufacture of cars, jeeps,
tractors, motor spare parts, farming equipments, chemicals, hotels, real estate, exports, computer software
and computer systems, etc. The annual turnover of the appellant and some of its group companies exceeds
Rs. 1, 00,000 crore. The annual expenditure for advertisements and market development for sales promotion
by the appellant and its group of companies is about Rs. 900 crore. The Appellant has averred that the name
and trade mark of ' ABC ' is extremely popular in India and is associated with the products and services of
the appellant. It was further averred that the ABC group of companies have a nation-wide network of selling
and distributing agents. The name and trade mark “ABC " is prominently used and displayed on all its
products and also promotional materials. The further case pleaded by the Appellant is that on 20th August,
2013, it came across a prospectus of the Respondent in respect of its public issue and for the first time the
appellant then came to know about the existence of the Respondent and its corporate name. The name of
the Respondent is almost the same as that of the Appellant with the only difference in spelling by substituting
' ABC ' for 'A&BC '.
It is the contention of the Appellant that the words are phonetically, visually and structurally almost identical
and in any event deceptively similar. In the prospectus of the respondent the words “A& BC " are more
prominently written than the rest of the names.
According to the Appellant, the Respondent wishes and intends to fraudulently and wrongfully deceive
members of the public into believing that the respondent is the associate of the appellant or in some way
connected with the appellant and to trade on the reputation of the appellant. The Appellant apprehends that
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by the use of name/words deceptively similar to that of the appellants name as its corporate name the
intention of the respondent is to pass-off or likely to pass-off and to enable others to pass-off its business and
products as those of the appellant. It is the contention of the Appellant that the Respondent by use of the
said words is trading on the goodwill and reputation of the Appellant. The Appellant in the notice issued on
28th August, 2013 had called upon the Respondent to change its name. It had also moved the Securities
and Exchange Board of India and various Stock Exchanges in the country drawing their attention to the fact
that the respondent was using a deceptively similar corporate name as that of the appellant and to take
appropriate action against the respondent.
The Respondent, in its reply to the said notice, took the plea that it has used the name of ' A & BC’ honestly
and the allegations made by the Appellant that it has dishonestly adopted the said name and style is
misconceived. The Respondent , contested the notice by filing a reply affidavit in which it was stated, inter
alia, that the deponent is better known as 'A&BC ' in the trade circle and he resides in ' A&BC House' named
after him. He has been filing income tax returns in the name of A&BC. In the year 1974 he started his sole
proprietary business in the name of ' A&BC Radio House'. After about four years, it started a partnership firm
in the name of ' A&BC Seeds Company'. The Respondent further averred that on 1st of January, 1982 the
said partnership of A&BC Seeds Company was incorporated as Pvt. Ltd Company In The Name of A&BC
Seeds Pvt. Ltd. Another proprietary firm by the name ' A&BC Music & Electronics' was started by the
respondent in the year 1983 and the same was registered under the Sales Tax Act also.
The Respondent further stated that its products are, in no way similar to the products and businesses of the
appellant. The business carried on by the respondent does not overlap with the business of any of the
companies enlisted by the Appellant. The Respondent pleads that it has a reputation of its own in the name
of ' A&BC and cannot derive any benefit by the name which is alleged to be similar to that of the Appellant.
Thereafter, the Appellant (ABC Ltd.) filed the suit.
The assertion of the Appellant that the trade mark ABC has come to be identified with the Appellant or the
Appellants group of companies in any manner, has been denied by the Respondent. The Respondent has
also denied that the name of its company can be said to be deceptively similar to that of the Appellant. The
plea of passing-off or likelihood of passing-off of trade or business of the Appellant has been denied. The
Respondent has also set up the plea that the balance of convenience is not in favour of the Appellant nor
would the appellant suffer irreparable loss in case the injunction is not granted.
An interim injunction passed by single judge of High Court against the Respondent (A&BC ltd.) as
follows:
That pending the hearing and final disposal of this suit, the Respondent by itself, its servants, its agents or
otherwise howsoever be restrained by an order of temporary injunction of this Hon'ble Court from in any
manner using as a part of its corporate name or trading style the words "A& BC " or any word(s) which are
deceptively similar to "ABC " so as to pass-off or to enable others to pass-off the business and/or services of
the Respondent as those of the Appellant or as emanating from or affiliated or in some way connected with
the Appellant.
The Respondent appeal to the Division Bench of the High Court to set aside the order passed by the
learned Single Judge and to vacate the interim order of injunction. After hearing all the submissions,
the Division Bench of the High Court uphold the order passed by the learned Single Judge.
Further, the Respondent Appeal to the Supreme Court
Submission of the Respondent’s Advocate before the Apex Court: The main thrust of the submissions
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of learned counsel for the Respondent, was that the present case is not an action for infringement of trade
mark but it is an action in passing-off the business and services. In the absence of any similarity of the goods
manufactured or sold by the parties the tests of deception or confusion amongst the consumers does not
arise. According to learned counsel, the action in passing- off is not to be considered in the abstract sense; it
has to be judged on the facts and circumstances of the case. The learned counsel contended that the
respondent has been doing business since 1974 using the trade name "A& BC” in a wide range of products.
Therefore, the claim of exclusive user of the name made by the appellant does not arise, at least not at the
interlocutory stage, as it depends on evidence to be led in the suit. The learned counsel further submitted
that while judging the plea of passing- off, the test to be applied is probability and not mere possibility of
confusion or deception. On the facts and in the circumstances of the case, the learned counsel submitted
that grant of interim injunction in favour of the Appellant was not warranted.
Submission of the Appellant’s Advocate before the Apex Court: Per contra, the learned counsel for the
Appellant, contended that the order of interim injunction passed by the learned Single Judge is based on well
recognised principles of law which have been aptly applied to the case in hand. Learned counsel further
contended that on a bare perusal of the prospectus issued by A & BC Paper Mills Ltd. it is manifest that the
Respondent is trying to utilise the tremendous popularity and goodwill associated with the appellant's name
‘ABC’ in the trade circles. According to him, any man of average intelligence and imperfect recollection is
likely to get an impression that the defendant is one of the associated companies of the ‘ABC' group. The
further contention of the learned counsel was that whatever amount was collected by the Respondent from
sale of shares of the company to investors was due to the deceptively similar name given to the respondent
company. It was further submitted by the learned counsel for the Respondent that the business activity of the
company has not yet commenced. The learned counsel contended that the appellant successfully
established a strong prima facie case in its favour and in the circumstances denial of order of interim
injunction will result in irreparable loss and injury in its trade and business.
The question that arises before the Supreme Court for determination in this case is, whether, on the facts
and circumstances of the case, the High Court committed an error in granting the Appellant’s prayer for
interim injunction.
In view of the above facts and circumstances answer the following questions:
(a) ‘Passing –off’ and ‘Infringement’ of Trade Marks are same. Critically examine the statement.
(b) On the facts and circumstances of the case, whether the High Court committed an error in granting
order of injunction. Discuss with the support of case law.
(c) Enumerate the factors which are to be considered by the Court in an action of ‘passing-off’ of Trade
Marks.
(d) Whether the High Court should apply Anton Piller order, in its injunction order. Discuss the doctrine
of Anton Piller order.
(e) Critically examine the facts and legal position in the above case and draft a reasoned order.
(10 marks each)
Question No. 2
(a) “The mere discovery of a new form of a known substance which does not result in the enhancement
of the known efficacy of that substance or the mere discovery of any new property or new use for a
known substance or of the mere use of a known process, machine or apparatus unless such known
process results in a new product or employs at least one new reactant” is not an inventions within
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the meaning of Section 3(d) of the Patents Act, 1970. The primary purpose of section 3(d), as is
evident from the legislative history, is to prevent “ever greening” of patents and yet to encourage
incremental inventions. Discuss with the help of decided case law.
(b) Explain the rational for exemption of certain acts which do not constitute infringement of copyright
and enjoy statutory exception under Copyright Act, 1957.
(15 marks each)
Question No. 3
TRIPS Agreement obliges member States exclude from patentability plants and animals other than microorganisms and essentially biological processes for the production of plants or animals other than nonbiological and microbiological processes. Comment.
(5 marks)
Question No. 4
Effective management of Intellectual Property enables companies to use their intellectual property rights to
improve their competitiveness and strategic advantages. Discuss the significance of Intellectual Property
Management.
(5 marks)
Question No. 5
Industrial design play an important role in the trading of consumer goods or products as well as helps
economic development by encouraging creativity in the industrial and manufacturing sector. Discuss briefly
the legal protection available to a registered design and state the consequences for the piracy of a registered
Design?
(5 marks)
Question No. 6
Undisclosed Information, Trade Secrets or Know-How are vital for business enterprises whether micro,
medium or large. These key strategic asset needs to be protected. Comment.
(5 marks)
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Question No. 1
Read the following case and answer the questions given at the end of the case:
Anti-Dumping Investigation Concerning Imports of Vitamin C from USA and Canada
The Designated Authority (herein after referred to as Authority), under the Rules, received written application
from M/s. A Chemicals, a unit of M/s. B Enterprises, India Ltd. for and on behalf of domestic industry, alleging
dumping of Vitamin-C originating in or exported from USA and Canada.
The Authority issued a public notice initiating anti dumping investigations dated 14 August, 2002 and notice of
Preliminary Findings dated 1st November 2002 was published in the Gazette of India, Extraordinary,
recommending imposition of Anti Dumping Duty on Vitamin-C originating in or exported from USA and Canada
classified under heading 2936.27.00 of the Custom Tariff Act. The Authority provided an opportunity to all interested
parties to present their views orally on 15th January 2003. The Authority made available non-confidential version
of the evidence presented by various interested parties in the form of a public file kept open for inspection by all
interested parties and the comments received on the same was duly considered in Final Findings.
Petitioner’s views
(a) Dumping from Japan, China, European Union and Russia: The domestic industry was earlier suffering
injury from severe dumping by the exporters from Japan, China, European Union and Russia. After imposition
of anti-dumping duty against these countries/territories, exporters from USA & Canada started resorting to
dumping of subject goods in the Indian market. In view of the above, it was submitted that while examining
injury to the domestic industry in the present case, existence of dumping from China, Japan, European
Union and Russia causing injury to the domestic industry is required to be considered, particularly in terms
of economic parameters affecting domestic industry and impacts of dumped imports on the prices in the
market.
(b) Cumulative assessment of injury: The parameters laid down under the Rules for cumulative assessment of
injury are well met in this case, as

• quantum of imports and dumping margin from each of the subject countries is more than de-minimus;
• cumulative assessment of the effect of imports is appropriate in light of the conditions of competition
between the imported article and the like domestic articles.

(c) Petitioner submitted that the following parameter summarizes injury to the domestic industry.

• Imports of subject goods from the subject countries have increased significantly in absolute terms.
• The share of imports from the subject countries in relation to imports of subject goods in India has
increased significantly.

• The share of imports from subject countries in relation to demand in India has increased significantly.
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(d) Various Economic Parameters affecting domestic industry –

• Production, capacity utilization of the domestic industry which had been increasing till 2000-01 declined
during period under investigation.

• The sales volume of the industry has also declined inspite of reduction in selling price.
• The imports forced the domestic industry to sell the product below its fair value, since the domestic

industry was forced to match the prices. Thus, the imports forced the domestic industry to undersell the
product.

• The landed value of imported material was significantly below the selling price of the domestic industry
causing price undercutting in the Indian market.

• The domestic industry continues to incur significant financial losses as a result of continued dumping in
the Indian Market.

• The dumping margin are not only more than de-minimus, but also very significant.
(e) Duty in US $ :
Though the Designated Authority has already recommended antidumping duty in terms of US $, it is submitted
that the final duties may also be recommended in terms of US $ only, so that erosion in the quantum of
protection does not take place on account of changes in the exchange rate. However, the duties may
please be recommended in terms of reference price.
(f) On Product under Consideration
The product involved in the present investigation is Vitamin-C in all its form and derivatives. It is also known
as ascorbic acid. It is classified under customs subheading no. 2936.27 under the Customs Tariff Act 1975.
(g) On Like Article
There is no significant difference between the product imported from subject countries and produced by the
Indian industry in terms of physical & technical characteristics (or product specifications), manufacturing
process, plant & equipment, technology, function and uses, marketing, pricing, tariff classification and
customer perception. The goods produced by the petitioners and the product under consideration are
substitutable with each other.
(h) On Domestic Industry
The petition was filed by M/s. B Enterprises India Limited. There are two other producers of Vitamin-C in
India. M/s. XYZ Limited is the other producer of the product. M/s. ABC Limited had also created capacity for
production of subject goods. However the company has suspended production long back. Two producers
namely M/s New Search Ltd & M/s Bio Chemicals Ltd. have commenced their production after period of
investigation, albeit in small volumes. There are other units, namely M/s Cardo Drugs Ltd. & M/s Ton
Pharma which are producing Vitamin-C for export purposes, after the investigation period. The petitioner
accounts for major proportion of Indian production and thus satisfies the standing under anti dumping duty
rules.
Views of Exporters:
M/s. Albert Mumbai, representing the producer M/s Albert, have indicated that neither the exporter nor its
affiliated have received communication regarding the petition and primary investigation for anti dumping duty
on Vitamin ‘C’ of USA origin. They requested the Authority to give at least one month extended period for
contesting the case to respond to the initiation notice. However, no response was received by the Authority,
from the exporter.
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Views of Importers/ Users:

• Domestic Industry is importing the final stage intermediate 2 —Ketogluonic Acid from China and their cost
of production is substantially lower than the producer in exporting countries.

• There is difference between the technologies adopted by the petitioner and by produced by the subject
countries.

AUTHORITY’S POSITION
As regards to claims of nil export from subject country Canada, it is noted that substantial imports have been
reported by Directorate General of Commercial Intelligence and Statistics (DGCI & S), Kolkata. Further, DGCI&S,
Kolkata, furnished transaction wise details of imports for the period of investigation from Canada. Chennai
Customs, also reported that a quantum of 57.95Mt has been imported during the period of investigation, which
constituted around 9.5% of total imports, well above the deminimus limit.
Like Articles: The Authority noted that the Vitamin-C produced and sold by domestic industry and those imported
from the subject countries have similar characteristics and should be treated as like articles, petitioners have
also claimed that there is no significant different in the technology adopted by petitioner and by the producers in
these countries. Though, every manufacturer fine-tunes production process according to available facilities and
necessities.
Domestic Industry: The petition has been filed by M/s. B Enterprises India Limited having its Registered Office
at Baroda-390007. There are two producers of Vitamin C in India. M/s. XYZ Limited is the other producer of the
product. Earlier, M/s. ABC Limited had also created capacity from production of Vitamin-C, however, the company
is closed. Authority held that the petitioner accounts for major proportion of the Indian production and thus
satisfies the standing, under the Rules.
Dumping: To determine the dumping the Authority sent questionnaires to all the known exporters and producers
of Vitamin C in Subject Countries. However, none of the exporters except M/s Albert from subject countries
responded to the Authority and have not furnished any information in the form and manner prescribed by the
Authority. In the circumstances Normal Value has been based on the price information viz price list of one of the
producer of subject goods in USA, provided by the domestic industry in accordance with Rule 6(8). The Normal
Value for USA and Canada has been determined at US $ *** per Kg.
Export Price: The average export price has been adjusted for commissions, inland freight, overseas freight,
packing & handling charges on the basis of best available information and in accordance with Rule 6(8). The
export price has been determined at US$ *** per Kg in respect of USA and at US $ *** per Kg in respect of
Canada respectively.
Dumping Margin: The authority carried out weighted average ex-factory normal value comparison with the
weighted average ex-factory export price in period of investigation, for evaluation of the dumping margin for all
the exporter/ producers of the subject country wherever appropriate. The dumping margin for exporter/ producer
comes as under:
COUNTRY

NormalValue

ExportPrice

DumpingMargin

D M as a % of Export price

USA

***

***

***

97.80

CANADA

***

***

***

112.26

Injury

•

In the instant case, the imports of Vitamin-C from the subject countries have increased significantly in
absolute terms, as may be seen from the table below:
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Particulars

Unit

1998-99

1999-00

2000-01

2001-02

Imports
Imports-China*

MT

405.54

227.73

290.67

130.97

Imports-Japan*

MT

312.70

239.70

49.50

1.70

Imports EU and Russia*

MT

267.20

631.60

43.54

16.84

Imports from -Countries attracting duty*

MT

985.45

1099.03

383.70

149.51

USA

MT

63.11

134.76

51.33

230.51

Canada

MT

0.00

7.00

27.40

152.08

USA, Canada

MT

63.11

141.76

78.72

382.58

Imports Other than above

MT

9.36

41.78

18.00

76.31

Total Imports

MT

1057.91

1282.57

480.43

608.41

* Countries already attracting Anti Dumping Duty.
Total Domestic Production

MT

269.28

237.25

544.88

456.30

Demand in the Country

MT

1327.20

1519.82

1025.31

1064.71

Market share in Imports

•

Countries attracting duty

%

93.15

85.69

79.87

24.57

USA

%

5.97

10.51

10.68

37.89

Canada

%

0

0.55

5.7

25.00

USA, Canada ( Total Imports)

%

5.97

11.06

16.38

62.89

Imports from Other countries

%

0.88

3.26

3.75

12.54

Total

%

100.00

100.0

100.00

100.00

The exporters from the subject countries have reduced the prices significantly, as may be seen from the
following table:
Rs. Per KG
USA
CANADA

1998-99

1999-00,

2000-01

2001-02

280.64

271.80

263.60

244.77

–

261.97

268.01

219.06

•

The productions of the domestic industry have increased over years till 2000-01, declined in the period of
investigation. Authority noted that the sales volume of the industry have declined over the period, the
industry has been forced to reduce its prices significantly at the cost of its profitability in view of the dumped
imports.

•

It is evident from the table below that the selling price of the domestic industry have declined over the years.
Selling price have increased marginally in 2000-01 over, 1999-2000, however, the same declined again in
the investigation period.
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Year

Sales realization Rs. Per Kg.

1998-99

100

1999-2000

91.11

2000-2001

98.44

2001-2002

86.89

•

The Authority noted that the dumped imports have forced the domestic industry to reduce its prices in spite
of increase in the cost of production.

•
•
•

The domestic industry has been forced to reduce number of employees.

•

On the lines of changes in production, productivity of the domestic industry increased upto 2000-01. The
same has, however, declined again in the investigation period as compared to previous year.

•

On the lines of production and sales, growth of the domestic industry was positive upto 2000-01 (even
though the same was negative in 1999-2000), the same became negative in the investigation period.

•

The domestic industry is finding it difficult to plan fresh investments given that the performance has materially
deteriorated.

Inventories with the domestic industry have declined.
On the lines of profitability, the domestic industry is suffering continuous cash losses (except 2000-01) from
sale of the product due to continued dumping of the product in the market. Further, cash losses which were
showing decline till 2000-01 and the domestic industry made cash profit in 2000-01, again turned into cash
losses in the investigation period.

Causal Link: The Authority held that the material injury to the domestic industry has been caused by imports
from the subject countries that are major exporters of Vitamin C to India.
Indian Industry’s Interest and other issues: It is recognised that the imposition of anti dumping duties might
affect the price levels of the products manufactured using the subject goods and consequently might have some
influence on relative competitiveness of these products. However, fair competition on the Indian market will not
be reduced by the antidumping measures, particularly if the levy of the anti dumping duty is restricted to an
amount necessary to redress the injury to the petitioner companies. On the country, imposition of anti dumping
measures would remove the unfair advantages gained by dumping practices, would prevent the decline of the
petitioner company(ies) and help maintain availability of wider choice to the consumers of Vitamin-C. Imposition
of anti dumping measures would not restrict imports from the subject countries in any way, and therefore, would
not affect the availability of the product to the consumers.
Conclusions: The Authority, after considering the foregoing, concluded that
(a) Vitamin-C (Ascorbic Acid) originating in or exported from USA, Canada and has been exported to India
below normal value, resulting in dumping:
(b) The Indian industry has suffered material injury
(c) The injury has been caused cumulatively by the imports from the subject countries.
(d) It is considered necessary to impose definitive anti-dumping duty, on all imports of Vitamin-C originating
in or exported from USA and Canada.
Accordingly, the Authority has therefore, decided to recommend definitive Anti-dumping Duty to be imposed, on
all imports of Vitamin-C and most commonly used synonyms of Vitamin C like Ascorbic Acid, L-Xyloascorbic
Acid falling under Custom Heading 2936 originating in or exported from USA and Canada. An appeal against
this order shall lie to the Customs, Excise and Gold (Control) Appellate Tribunal in accordance with the Act.
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In view of the facts and circumstances given in the case above, answer the following questions:
(a) Determination of dumping is based on two major parameters. Explain these parameters with the help
of facts given in the above case.
(b) “Sufficient evidence must be provided to support the contention of material injury.” Elaborate keeping in
view the above case.
(c) On the facts and circumstances of the case, whether the Designated Authority has followed proper
procedure in determining the anti dumping duty to be imposed on the importers. Discuss.
(d) Do you think the anti dumping duties should be imposed on importers? Is it unfair competition or valid
defense of the domestic industry? Discuss citing the above case.
(e) What role can WTO play in the antidumping cases? Elaborate on the anti dumping policies of WTO.
(10 marks each)
Question No. 2
Answer all of the following questions.
(a) You are a company secretary of Hindustan Exports Ltd. Explain how will you despatch the leather jackets
manufactured by the company to Dubai without paying duty from India.
(15 marks)
(b) The principle problem in analysing different forms of export financing is the distribution of risks between
exporter and the importer. Analyse the following export financing instruments in this respect:
i) Letter of credit
ii) Cash in advance
iii) Draft
iv) Consignment
v) Open Account
Question No. 3
India is a huge country with a vast domestic consumer market. Then why Indian firms are targeting international
markets? Do you think Indian firms should go global? Critically analyse.
(5 marks)
Question No. 4
Using the comparative advantage trade theory, outline the case for free trade.
(5 marks)
Question No. 5
Some fundamental principles are the foundation of multilateral trading system. Elaborate.
(5 marks)
Question No.6
Logistics management tries to have the “right product”, in the “right quantity”, at the “right place”, at the “right
time” with the “right cost”. Explain the flow of resources in the process of logistics management.
(5 marks)

_______________

