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CHAPTER :3

3.1 INTRODUCTION : A

This chapter is devoted to analysis. calculations and write up based on accounting
information collected from primary and secondary sources A company is regarded as
eligible for inclusion in the study if it made a public issue of equity shares at premium
or issue of fully convertible debentures ( to be converted into equity shares at

premium ) during the financial year 1990-91 and 1991-92

The. majority of the data is collected from the proépectus of the concerned issue and
Official Directory of Bombay Stock Exchange The prospectus of the issues were
“collected from the Bombay Stock Exchange, Bombay. The informations related to
market price was collected from the software package, namely, "Metastock™ of the

Transpeck Finance Company located at Baroda

The accounting informations so collected was inserted in the CCI based format for
calcula"tion of fair value To calculate fair value per share one has to calculate Net
Asset Value per share and Profit Earning Cz;pacity Value per share The average of -
PECYV and NAYV is the fair value The NAV per share can be work out by dividing Net
Worth by number of paid-up equity shares. The PECV can be worked out by dividing
Earning Per Share by the applicable capitalisation rate The EPS is calculated by
dividing average Profit After Tax by number of paid up equity shares The average
profit after tax is either three year's weighted average profit or five year's simple
average profit, preceding the issue depending on the trends of the profit of three year
or five years, as the case may be To know amount of the chargeable premium,

face value of the equity share is deducted from the fair value of the share

The Pre-issue average market price is calculated by following method First, the
average of high and low market prices of each month for six months preceding the
issue is calculated Then, the average of cach month arrived at is again totalled and
divided by the number of months to know the average price of six months Then, the
average of yearly high and low market price of each year for three years preceding

the issue is calculated Lastly, the average price of each year and average price of



six month is totalled and simple average is calculated to arrive at pre-issue average

market price

To verify adherence to the prescribed guidelines of the office of the CCI, comparison
of issue price with fairvalue at different capitalisation rate and with average market

price are made with one another, in the attached write up of each company

To present the Post-issue prospects of the company Calculation of EPS after taking
in o account potentially dilutive securities of the company is made Such a EPS is
called Primary Earning Per Share(PEPS)., if it covers only part-A of the Fully
C onvertib]e Debenture(FCD), but if it covers both parts of the FC.D., it is called
Fully Diluted Earning Per Share(FDEPS) Such dilutive securities are also called
Equity Shares Equivalenté(ESES) The PEPS and FDEPS include dilutive ESES
which are convertible with in one year and with in three years from-the date of
allotment of ESES (ie, here it is F.C.D) respectively Based on the PEPS and
FDEPS . fair value at 15%, 12%, 10% and 8% capitalisation rate are work out One
can notice that because of increase in equity share (owing to potentially dilutive
securities) in denominator, EPS and NAV are reduced Considerably, which in turn has
reduced the fair values considerably Based on the PEPS and FDEPS calculation the
company can charge less premium or in some of the cases the company may have to

offer it's security at discount

The statement No A,B,C and D are prepared on the basis of the C C.I method. It
differs from the CCI guidelines in respect of definition of basic elements on the basis
of which fair values are calculated For example, Profit after tax may include return
on new capital (be it equity or debentures) or networth may include potentially
dilutive securities The basic approach of the CCI method and éapitaiisation rate is
not changed All the four statements apparently looks alike, but infact they are

different from one another

The networth shown in the statement No A include part A of the convertible
debenture at face value and part A of the convertible debenture at the offer price
1 ¢. face value plus share premium The profit after tax shown in the same statement

includes return on the convertible debentures which are included in networth at 50%,
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75% and 100% of the existing rate of return on networth The total Number of equity
shares are inclusive of Equity Share Equivalents of part A of the convertible

debentures

The networth shown in the statement No B is inclusive of both parts of the
convertible debenturé at face value and both parts of the convertible debentures at
the offer price The profit after tax shown in the same statement includes return on
the convertible debentures which are included in the networth at 50%, 75% and
100% of the existing rate of return on the networth The total number of equity
shares are inclusive of Equity Shares Equivalents of both parts of the
convertible debentures Because of increase in networth, increase in profit after tax
and increase in number of equity shares, NAV per share, EPS and PECV are
increased-1 e fair values of statement A are less than the fair values of statement B at

the same capitalisation rate

In cése of the statement No C, the networth and profit after tax shown in the
statement No A is taken But the total number of equity shares do not include Equity
Shares Equivalents of the part A of the FCD, i e networth and profit after tax is
divided by existing number of paid up equity shares before the issue Similarly in the
case of statement No D, the networth and profit after tax shown in the statement No
B is taken But the total number of equity shares do not include Equity Share

Equivalents of both the parts of the FCD

At the end of each statement serial No J defines the serial Nos D, G, H and 1. In
the statement No C and D, the fair values are more than the fair values shown in the
statement No A and B Because number of equity shares in denominator is not

increased, in case of statement No Cand B

On the basis of these statements, we can conclude that, if total paid up equity share
increases. the fair value per share decreases Similarly, if networth increases, without
corresponding increase in number of equity shares, the fair value per share increases In
the same way, if profit after tax increases, keeping number of equity shares
unchanged. the EPS would increase, which in turn enhances fair value It means there

is direct and positive relationship between the networth and fair value, profit after tax

.
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and earning per share, profit after tax and fair value, profit after tax and profit earning
capacity value There is inverse relationship between number of equity shares and fair
value, number of equity shares and net asset value per share, number of equity shares
and profit earning éapacity value There is also inverse relationship between fair

values and capitalisation rate.

In case of equity issues, as per the CCI guidelines,. new equity shares are included in
the total paid up equity shares while calculating NAV per share and EPS. But in case
of the FCD issue, the paid up equity shares can.not be increased as per the CCI
guidelines But in this study, we have included potentially convertible securities or
Equity Share Equivalents in the total paid up equity shares The reason for the same
is that the convertible debentures either in part or in full lost it's status of debenture on
the date of Conversion. Secondly, investors should be informed of the real Earning
Per Share \that will prevail if earning remains same and number of equity shares

increases owing to Conversion of debentures.

The return on new capital is calculated at 50%,75% and 100% of the existing rate

of return on networth, because the capital invested in the existing line of business

\

would generate return, be it in equity form or in debenture form

While calculating net asset value per share, the new capital at face value is added in
the networth on the ground that networth always include paid up share capital.
According to another view, the share premium collected in the new capital is also
included in the networth with a consideration that the share premium account is also a
type of reserve account Secondly, the company can issue bonus shares out of the

share premium account

The difference among all these fair values are noticed owing to :

l.Exclusion/inclusion of number of new Equity Shares

Equivalents as a result of Conversion . of the

debentures. ‘ ’ .

Z.Exclusion/inclusion of return on the new capital in the
profit after tax.

3.Exclusion/inclusion of the share premium of fresh issue
in calculation of the networth.

4.Different capitalisation rate applied.



The Security and Exchange Board of India (SEBI) has replaced the office of the
CCI Even then there is no specific method prescribed by the SEBI for calculation
of premium on equity share. The instructions issued by the SEBI are descriptive in
nature Hence, premium calculations could not be carried out on the basis of SEBI
guidelines The SEBI rﬁerely prescribes certain code of conduct to be followed
while issuing securities at_premium, for the issuers, lead managers and merchant
bankers to the issues Infact, all the}/S/Lssues were entered in the capital market
before the abolition of the office of the CCl Hence, it is a improper to see that

whether these companies followed the SEBI guidelines or not.

Now, let us go through the write up and analysis of each company. Firstly, a write
up on each company is given, Secondly, the calculations’ as per the CCI guidelines
~are performed Thirdly, calculations as per the U.S.A reporting system (with
Indian touch) are performed. Lastly, the fair values are calculated based on different
combinations of networth, PAT, capitalisation rate and number of equity shares and

profit after tax
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3.2: ATV PROJECTS INDIA LIMITED

3.2.1 : COMPANY BACKGROUND: \

ATV PROJECTS INDIA LIMITED was incorporated on 26" February, 1987
with the object of tﬁking over Anand Tanks & Vessels Pvt. Limited - a company
executing projects on a turnkey basis under a scheme of Amalgamation The Anand
Tanks & Vessels Pvt Limited was amalgamated with the company effective from 28"
September 1987 The main objectives of the company are fabrication and manufacture
of all full range of tanks and vessels for sugar and other industries, manufacture of
effluent treatment plants, LPG storage etc The object of the issue was to finance the

project of Thermoplastic Elastomer

3.2.2 : ISSUE HIGHLIGHTS:

The company made a right cum public issue of 50,59,400 15% secured fully
convertible debentures of Rs 192 00 each for cash at par aggregating to Rs 9714 00
lacs As per the Conversion terms given in the prospectus each debenture would
be automatically and compulsorily converted into equity shares in two stages The
first, portion of the debenture would be converted into two equity shares of Rs 10.00
each for cash at a premium of Rs 16 00 per equity share on the expiry of 6 months
from the date of allotment The second portion would be converted into four
equity share of Rs. 10 00 each for cash at a premium of Rs 25 00 per equity share

on the expiry of 18 months from the date of allotment

3.2.3: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 3093, Rs 34 84, Rs 38 75 and Rs 44 61
showing underpricing by 15 93%, 25 37%, 32 90% and 41 71% respectively for Part-
A of the debenture For Part B of the debenture, the issue price was overpriced at
15% and 12% capitalisation rate by 13 15% and 0 45% and underpriced at 10% and
8% capitalisation rate by 10 71% and 21 54% respectively based on the above fair

values
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The fairvalue per share at 15%, 12%. 10% and 8% capitalisation as a percentage
of pre-issue average market price was 65.94%, 74 28%, 8262% and 9511%
respectively That is, the fair value at 15% and 12% capitalisation rate were not with
in the range of 80 00% to 100 00% of the pre-issue average market price. While the
fair values at 10% and 8% capitalisation rate is with in the range of 80 00% to

100 00% of the pre issue average market price

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the company
is manufacturing concern At 15% capitalisation rate the issue price of Part A and Part
B of the debenture were 8407% and 113 15% of the fair value respectively
ie Part A of the debenture was moderately underpriced. The offer price as
percentage of pre-issue average market price for Part ‘A’ of the debenture and for

part ‘B’ of the debenture was 55 43% and 74.62% respectively

Those investors who were lucky enough to receive allotment, got minimum return
of 34 61% and maximum return 246 15% per equity share during the year 1992 As
said earlier, the issue was underpriced at 15%,12%,10% and 8% capitalisation rate
" meaning thereby that the company has collected less amount by (Rs 6 42); Rs. 1708,
Rs 40 50 and Rs 75 66 per F C D respectively

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of Jan 1992 and
the allotment could have been finalised by April, 1992 The pre-issue six monthly
market price were in the range of Rs 40 00 to Rs 60 00 The post-issue yearly high} )
and low market price also revealed that the company or it’s promoters had not ‘

resorted to price-rigging

According to the calculations shown in Statement No U-1, the PEPS. and
FDEPS stood at Rs247 and Rs 127 respectively The company could have
charged premium of Rs 627, Rs 833, Rs 1039 and Rs 13 47 at the capitalisation
rate of 15%,12%.10% and 6% respectively on the basis of PEP S  While on the
basis of FD EPS the company could have charged premium of Rs 206 at 8%

capitalisation rate only
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The statement No A-1 to D-1 shows that the company could have offer it’s equity
share in the range of Rs 12.35 to Rs 76 65 being minimum and maximum fairvalues
respectively ~which are worked out based on different combinations of EP.S.,

P.EC V,NA V., capitalisation rate, R O N.W , number of equity shares etc.

3.2.4 : OBSERVATIONS OF HYPOTHESIS :
It is seen that, initial offer price for Part ‘A’ of the debenture sanctioned by the
office of the C C1 was conservative. But for Part ‘B’ of the debenture , it was not

conservative,

It is also seen that, for this company too, the office of the CCl has followed
uniform premium fixation method It is found that the offer price for Part A of
F C.D fixed by the office of C.C I was underpriced by 15 93%, 25.37%, 32.90% and
41 71% at 15%,12%,10% and 8% capitalisation rate. The offer price of Part B of the
FCD was overpriced at 15% and 12% capitalisation rate by 13 15 % and 0.45
% While it was underpriced by 1071% and 21.54% at 10% and 8%

capitalisation rate respectively

It is also found that offer price of Part A of F.C.D as a percentage of book value and
pre issue market price was 84 96% and 55.43% For Part B of the F.C.D. same

was 114.37% and 74 62% The offer price was disproportionate to the market price
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ANNEXURE 1 -X
NET ASSET VALUE (NAYV)
Name of the Company : ATV Projects India Ltd.
According to the audited balance sheet as at 30" June 1991. .

Rs Rs
{Lacs) (Lacs)
Fotal Assets 9476 18 Shareholders {und :
Deduct all hiabihities {1 Equity Caputal 1121.09
1 Preference capital ml  (2) Free reserves 2309.74
2. Secured & unsecured borrowangs 502262 ‘Total 343083
3 Current habihties 1022 73 Deduct contingent ' il
. o lLiabilities
4 Contingent habihities ol
Net worth ' , T 333083 Networth 3430 83
Add
() resh capital Issue at Face Value il
Total 3430 83
Number of shares meludmg Fresh and bonus issue 112.10
NAYV per share ) - 3060
ANNEXURE 1-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax  Profitaflertax  Dividend
declared
1 March 1989 390 15 299 24 150 80
2 March 1990 - 343.30 - 428 30 13074
3 March 1991 702 16 667 16 18272
Sunple Average 545 20 464 90
or
Weighted Averege 39720 526 22
Average profit before tax( on the basis of weighted average) 397.20 *
Deduct
Provisions for tanation at 70 83
Average profit after tax 526 22
Deduct Preterence dividend nil
Net profit after tax . - | 526 22
Add Contnibution to profit by fresh sssue if am :nl
Total profit aller tax 52622
Number ol equity share includmg fresh and borus 1ssue 1210
Eanung per share(1:PS) . 469
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"Profit Farnmg Capacity Value (PECV) at 13 % capitalisation rate (1e by

wltphving #PS by 60)

w. ST Captiahsalxo
%No n Rate
1 2
| 13 %
2 12%
3 10%
4 8%

Profit
Farmmg
Capacity
Value

3

3127
3908
46 90
58 62

13% 3127
12% 3908
0% 46 90
8% 5862
FAIR VALUE CALCULATION
Net Assct Total of  Farr Value
Valueper  Col No(3) Col No (5)
share & (4) divided by
two
4 5 6
3060 61 87 3093
30 60 . 6968 34.84
30060 77 50 3875

30 60 8922
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ANNEXURE 1 -Z
CALCULATION OF AVERAGE MARKET PRICE

St No Year Month thghest Lowest  Monthly Yearly  Average Average
Market  Market  Average Average of Market
Price Price Monthly Price
Average
] 2 3 4 S 6 7 8 9
! 1989 .3825 3300 4562
2 1990 4875 38.00 43.37
3 1991 62 50 3730 50.00
4 May-9l 5125 4375 4750 ]
5 . Jun 5200 42 50 4725
91
6 July 5375 42 00 47 87 48 60 46.90
91
7 Aug 91 48 50 40 00 44 25
8 Sep 91 60 00 42 50 5125
9 Oct "91 3700 50 00 53 50

Total of Col. No 6 Divided by 291 62 Total of Col No 7 & 8 Divided 187.60
months e byno of tems e
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STATEMENTNO.U-1
CALCULATION OF FAIR YALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

(Fig m Lacs)

P.EP.S. FD.EPS
Number of Equuty shares at the time of 1ssue 112 10 1210
Add. Part “A” Conversion 101.19 101 19
Part *B’ Conversion 202 38
. ‘ 21329 415 67
Profit After Tax 526 22 52622
Eanung Per Share (PEPS) 247
“{FDEPS} T 127
Profit karmng Capacity Value
At 13 % Capitalisation Rate 16 46 847
At12%  ~do-  -do- 20 58 10 58
At10%  -do-  -do- 24.70 1270
AL 8% -do- -do- 30.87 1588
Net Worth . 3430 83 3430 83
Net Assel Value Per Share 16 08 825
Lair Vilie . o, - .
* At 15 % Capualisation rate 16 27 836
e AL12%  -do- 18.33 941
e ALIO%  -do- 2039 1047
o At 8%  -do- ’ 2347 12 06
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STATEMENTNO. A -1

(Fig in Lacs)

Sr Paruculars Including New Equity Capital (due Including New Equity Capital (due
No to Conversion of part 'A’ of to Conversion of part ‘A’ of
debenture) at its FACE VALUE m  debenture) at its OFFER PRICE m
the networth and 1f PAT ncludes the networth and 1f PAT includes
return on new capital AT return on new capital AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A A Number of Equaty *182 11 182 11 182 11 182.11 182 11 182.11
Share at the tune of
1s8Ue .
Add  Converston of 101 19 101 19 101 19 101 19 161 19 101 19
Part ‘A" Debenture
Conversion of Part "B’ - —— - - —— —
Debenture
B Total No of Shares 283.30 283 30 283 30 283 30 283 30 2¥3 30
Net Worth 343083 343083 3430.83 3430 83 343083 343083
Add Face Value of the  *[7]195 171195 171195 1711 95 170195 171195
total No of new equuty
shares
- Shares premum of the 161900 1619.00 161900
total No. of New Equity
shares
C New Net Worth 514278 514278 514278 6761 78 676178  6761.78
D Net Asset Value Per 1815 18.15 1813 23.86 2386 23.86
Share
E Profit After Tax As per 526 22 32622 526 22 526 22 526.22 52622
CCr__ A - “‘\“P
———Add Return on New ~ 98 35 147 53 196 70 25572 383.58 51144
Captal .- I
I8 L New PAT 0624.57 67375 722 92 781.94 90980 103766
G Earning per share 220 238 2.55 276 3.21 3.66
H Profit Laming Capacity !
Value
-At 15 % Cap Rate 14 67 1587 17.00 1840 21.40 24 40
At12% ¢ - 18 33 19 83 21.25 2300 26.75 30 50
SALIO% . 2200 23 80 2550 2760 210 3660
At 8% v 2750 2975 3188 34.50 40.13 45.75
[ Farvalue Based on the
above PLCV and NAV
-Al 15 % Cap Rate 16 41 1701 17.38 2103 2253 ~4.03
At12% v 18.24 1899 1970 2333 2521 27.08
ALI0O% - 2008 20 98 2183 2563 27.88 3013
-At 8% 22 83 23.95 2502 2908 3190 3471
I D=CMB G=F/B H= G
* 100 =D+H)2

* Includes ~C™ series Conversion

Respective Capitalisation rate
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STATEMENT NO.B-1

(Fig in Lacs)

A SYN)
* Includes “C™ senes Conversion

Respective Capitalisation rate

86

Sr Particulars Including New Equity Capital (due Including New Equity Capital (due
No to Conversion of part "A’ of to Conversion of part ‘A’ of
debenture) at is FACE VALUE i debenture) at ity OFFER PRICE m
the networth amd if PAT mcludes the networth and if PAT includes
return on new capital AT return on new capital AT
50% of’ 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
} 2 3 4 5. 6 7 8
A A Number of Equity *182 11 182 11 182.11 182 11 182.11 182 11
Share at the tune of
ISsue
Add  Conversion of 101 19 101 19 101 19 101 19 oLy 101 19
Part *A” Debenture
Converston of Part "B’ 20238 202 38 202 38 202 38 202 38 202.38
Debenture
B Total No of Shares 485 68 485 68 485 68 485 68 485 68 485.68
Net Worth 3430.83 343083 3430 83 3430 83 3430.83 343083
Add- Face Value of the  *373571  3735.71 373571 373571 373571 373571
total No of new equty
shares ’
- Shares premum of the 6678.40 667840  6678.40
total No of New Equuty
shares .
c New Net Worth 7166 54 7166 54 716654 1384494 1384494 13844 94
D Net Asset Value Per 1476 1476 1476 28 50 28 50 2850
. Share ’
L Profit After Tax As per 526 22 52622 526 22 526 22 526 22 52622
e -
Add- Retum on New 196.70 295.06 39341 688 48 103272 1376.97
Capital
I NewPAT 722 92 82128 919 63 1214 70 155894  1903.19
G Earnmg per share 149 169 189 2.50 321 392
i1 Profit Earming Capacity
Value
-At 13 % Cap Rate 993 a7 12 60 1667 2140 2613
At12% - 1242 14.08 1575 20.83 2675 32.07
-At 10 % 14 90 16 90 1890 2500 3210 3920
-At 8% 1863 2113 2363 3125 4013 49 00
I Farvalue Based on the
above PECV and NAV ’
-At 15 % Cap Rate 1235 13.02 13.08 22.55 24.95 27.32
ALI2% v 1359 1442 1526 24.67 2763 30.59
-At 10 % 14 83 1583 16 83 26.75 30.30 3385
At 8% ¢ 1670 1795 1920 29 88 34.32 3875
] D=C/B G=KB H= G
* 100 I=D+H)2



STATEMENT NO. C -1

Sr Particulars Excluding the convertible secunties from the total number of paid up equity
No shares and 1f profit after tax includes return on new capital at
Face Value at Offer Price at
50% of 73% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| - 2 3 4 5 6 7 8
A A Number of Equity 182 11 182 11 182.11 182 11 182 11 182.11
Share at the time of
1ssUe
Add: Con of Part "A° .- — — e - -
Debenture
Con. of Pann B — - - -— - -
Debenture.
B Total No of Shares 182 11 182 11 182 11 182 11 182.11 18211
C Net Worth 413090 4130 90 4130.90 4130 90 413090 413090
D Net Asset Value Per 22.68 22 68 22 68 2268 22 68 22 68
Share
E Profit After Tax As per 52622 526 22 526 22 526.22 526.22 526.22
CCl
Add Retum on New 98 35 147 53 196 70 98 35 147.53 196.70
Capital Part A
Return on  Premium — -—- - 157 37 236 05 31474
Amount of new Capntal
Part A
F NewPAT 624.57 67375 722 92 781 94 90980 103766
G Eaming per share 343 3.70 3.97 4.29 4.99 570
H Profit Earming Capacity
Value
-At 15 % Cap. Rate 22.87 24 66 26 47 28 60 3327 3800
At12% ¢ 28 38 3083 33.08 3575 4158 47.50
-At10 % 34.30 3700 3970 42 90 49.90 57.00
-At 8% -~ 42.87 46 25 49 62 5362 62 37 7125
I Farrvalue Based on the
above PECV and NAV
-At 15 % Cap Rate 2277 2367 24 57 2564 27.97 30.34
At12% < 25.63 2675 27 88 2921 3213 3509
-At10% 2849 29 84 3119 32.7% 3629 3984
-At 8% 277 34.46 36.15 3815 42.52 46 96
G .
I D=C/B G=FB H= * 100 I=(D+H)/2

Respective Capitahisation rate
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STATEMENT NO.D - {

Sr Particulars, Excluding the convertible secuntties from the total number of paid up equity
No shares and 1f profit after tax mncludes return on new caprtal at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 3 6 7 8
A A Number of Equity Share at the 182 11 182 11 182.11 182 11 182 11 182 11
tume of 1ssue
Add : Con of Part *A’ Debenture - e . — — —
Con of Part ‘B’ Debenture. - e - — - -
B Total No of Shares 182.11 182 11 182.11 182 11 182 11 182 11
C Net Worth 4130 90 4130 90 413090 4130.90 413090 413090
D Net Asset Value Per Share 22 68 22.68 2268 22.68 22.68 22.68
E Profit After Tax As per CCI 526.22 526 22 526.22 526 22 526.22 52622
Add’ Return on New Capital Part A 196 70 295.06 39341 196.70 29506 393 41
Return on Premium Amount of new —— — — 491.78 737 66 983.56
Caputal Both Part
F NewPAT 72292 821.28 91963 1214 70 155894  1903.19
G Earmung per share 397 4.51 505 667 856 10.45
H Profit Earnmg Capacity Value
-At 15 % Capitalisation rate 2647 3006 3367 44 47 5707 69 67
-AlL 12 % - 3308 37.58 4208 5558 71.33 8708
-At 10 % 3970 4510 50 50 6670 85.60 104 50
-At 8% 4962 56 37 6312 83.37 107.00 130.62
I Fairvalue Based on the above
PECV and NAV
-At 15 % Caputalisation rate 2457 26 37 2817 3357 3987 46 17
At12% ¢ “ 27.88 3013 32.38 3913 47.00 54.88
-AL 10 % : 3119 3389 36.59 44 69 54 14 6359
-At 8% ¢ « 3615 3952 42.90 5302 64.84 76 65
G
I D=C/B ‘G=FB H= * 100 I=(D+H)/2

Respective Capitalisation rate
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3.3 : AURANGABAD PAPER MILLS LIMITED

3 3.{1 : COMPANY BACKGROUND:

AURANGABAD PAPER MILLS LIMITED was incorporated as a private limited
company on 4™ December 1974 at Bombay and converted in to a public limi{ed
company on 6" January 1977 The company manufactures pulp, paper and board of

all kinds This issue was made with a view to part finance it's cost reduction plan,

3.3.2 : ISSUE HIGHLIGHTS:

Durtng January 1991, the company came out with Right-cum-Public issue of
15,79,925 equity shares of Rs 1000 each for cash at premium of Rs. 1000 per

share agg:regating to Rs 315 90 lacs

3.3.3: OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair value at 15%,
12%, 10% and 8% capitalisation rate stood at Rs21 98, Rs24.98, Rs27.97 and
Rs 3245, showing under-pricing by 9 00%, 1493%, 2849% and 38 36%
respectively. The fair value per share at 15%, 12%, 10% and 8% capitalisation rate as
a percentage of pre-issue market price was 68 15%, 77 45%, 86 72% and 100 62%
respectively That is, except the fair value at 10.00% capitalisation rate, none of these
fair values were in the range of 80 00% to 100 00% of the pre-issue average market
price As per the CCI guidelines, the applicable capitalisation rate was 15 00% as
the company is a manufacturing concern The issue price was 90.99% of the fair
value at 1500% capitalisation rate The issue price as a percentage of pre-issue

average market price was 62.01%

The investor who were lucky enough to receive allotment, got minimum return of
87 50% and maximum return of 443 75% during the year 1991 Similarly, during
the year 1992, the investors could have realised minimum return of 250.00% and
maximum return of 850 00%, respectively As said earlier, the issue was
underpriced at 15%, 12%, 10% and 8% capitalisation rate meaning there by that

the company has collected less amount by Rs .98, Rs 4 98, Rs 797 and Rs 12 45

per equity share respectively
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A close look at the market price before and after the issue throw light on possibility of
price rigging The company came out with the public issue in the month of
Janﬁé’r'?//l()()l and the allotment could have been finalised by April 1991 The pre-issue
6 monthly market prices were in the range of Rs 41 00 to Rs 63 00 The post issue
yearly high and low market price also revealed that the company or it's promoters

had not resorted to price rigging exercise

The PEPS and FDEPS calculations can not be worked out as the issue was only
Equity issue The statement No A-2 and B-2 show that the company could have
offered it's equity shares in the range of Rs 21 95 to Rs 50 15 being minimum and
maximum fair values respectively which are worked out based on different
combinations of EPS, NAV, PECV, RONW, capitalisation rate, No of

equity shares etc.

3.3.4 : OBSERVATIONS OF HYPOTHESIS:
It is observed that the initial offer price sanctioned by the office of the CCI was

AN

conservative for this company too

It is seen that the office of the CCI has followed uniform premium fixation method

for this company too

It is observed that the office of the CCl has underpriced the offer price at 15%,
12%, 10% and 8% capitalisation rate by 9 00%, 1993%, 28 49% and 38 36%

respectively

It is also observed that the initial offer price as a percentage of book value per share
and pre-issue average market price was 99 80% and 62 01%, respectively So

the offer price was disproportionate to the market price
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ANNEXURE 2-X
NET ASSET VALUE (NAV)
Name of the Company : AURANGABAD PAPER MILLS LTD.
According to the audited balance sheet as at 31* March 1990.

Ry Rs
(Lacsy (Lacs)
Total Assels 121978  Sharcholders fund ‘
Deduct all habihties (1) Fquaty Caprtal 116 50
I Preference capital nil  (2) Free reserves 27571
2 Secured & unsceured borrowings 44173 Total 39221
3 Current habihities 38584 Deduct contingent mi
liabilities
4 Contingent habilities il .
Net worth 39221 Net worth 39221
Add
(1)Fresh'capital Issue at Face Value 158 00
Total 550.21
Number of shares including Fresh and bonus issue 2745
NAV per share 20 04
Calcutation of profit on Fresh Cép)tai
1/2 * Fresh Capital * Exist PAT/Exist NAV “
V2 * 13800 *10798/39221 = Rs 2175
ANNEXURE 2-Y

PROFIT EARNING CAPACITY VALUE (PECY)

Year Profit befare tax  Profit afler tax Dividend

’ declared
1 December 1985 166 46 166 46 e
2 December 1986 90 09 9009 -
3 March 1998 (25 92) (25.92) 1165
4 March 1989 3306 44 70 233
5 March 1990 166.98 107 98 2391
Smple Average 90 13 76 66

or

Wemghted Averege e — e
Average prolit before tax (on the basts of simple average) 90.13
Deduct
Provisions for taxation at 1347
Average proﬁt afler tax 76 66
Deduct’ Preference dividend il
Net profit after tax 76 66
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Add Contnbution to profit by fresh issue if am

2175

Total profit after tax 98 41
Number of equaty share meluding fresh and bonus rssue 2745
Parmng per share(EPS) 339

Profit Eamng Capacits Value (PECV) at 15 % caprtalisation rate (1 e by

multiplying EPS by 66}

Sr Capitalisatio
No " nRate
1 2
! 15 %
2 12%
3 10 %

4 8 %

Profit
LEammg
Capacity
Value

3
2393
2992
3590
44 87

13% 2393
12% 2992
10% 359

8% 44 87

FAIR YALUE CALCULATION

, Net Asset
Value per

share

2004
20 04
20 04
2004

Total of Col Far Value

No.(3) & (4) Col No (5)

divided by

two

5 6

4397 2198
4996 2498
5594 2797
64 91 3245

+

92
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ANNEXURE 2-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly ~ Average of Average
Market Marhet Averuge Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
1 1988 700 700 700
2 1989 16 00 1000 1300
3 1990 100 00 2100 60 50
4 Jun 90 47 00 41 00 44 00
3 Jul 90 40 00 4200 4100
6 Aug 90 48 00 41 00 44 50 48 50 3225
7 Sep 90 6100 44 00 5250
8 Oct 90 63 00 5300 5800
Y Nov 90 58 00 44 00 5100
Total of Col No6 Divided by 29162 Total of Col No. 7 & 8 Divided 129 00
months e byno ofttems e
6 4
=48 60 =3225
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STATEMENT NO. A-2 |

(Fig. in Lacs)

Sr Particulars Including New Equuty Capital (due Including New Equity Capital (due
No toc Conversion of part A’ of to Conversion of part "A’ of
debenture) at its FACE VALUE in  debenture} at its OFFER PRICE m
the networth and 1if PAT meludes the networth and 1f PAT wcludes
return on new capital AT return on new capital AT
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A Number of Equty 1165 1165 1165 11.65 1165 11.65
Share at the time  of -~
155U )
Add Con. of Part "A° 15 80 15.80 15.80 1580 15.80 15.80
. Debenture
Con of Part *B* Deb - - — — — -
B Total No of Shares 2743 2745 27.45 2745 2745 2745
Net Worth 392 21 39221 392 21 39221 39221 39221
Add. Face Value of the 158 00 158 00 158 00 158 60 158.00 158.00
total No of new equity
shares .
- Shares premuum of the 158 00 158 00 158 00
total No. of New Equity
shares
C New Net Worth 350 21 35021 550.21 708.21 708 21 708 21
D Net Asset Value Per 20 04 2004 2004 2580 2580 25 80
Share
E Profit After Tax As per 76 66 76.66 76 66 76 66 76 66 76 66
CcCl
Add Retum on New 2175 3261 43 50 2175 3261 43 50
Capital
¥ NewPAT 98 41 109 27 120.16 98 41 109 27 120.16
G Earmng per share 358 398 437 358 3.98 4.37
I Profit Larming Capacity
Value
-At13% Cap rate 2387 2653 29.13 2387 26 53 29.13
AL12% - - 29 83 3316 36.41 29.83 3316 36.41
-AL10% - 35.80 39.80 4370 3580 3980 4370
AL 8% ¢ 4475 4975 54 62 44.75 4975 5462
I Fairvalue Based on the
. ubove PECV and NAV
-At153% Cap rate t 2195 23.28 24 58 24.83 26.16 27 46
AAt12% ¢ 2493 26 60 2822 27 81 2948 3110
AL10% 2792 29 92 3187 30 80 32.80 3475
L -At 8% 3239 3489 3733 3527 3777 4021
o D=0 G=B H= G
* 100 =D+H) /2

Respective Capstalisation rate
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STATEMENT NO. B-2

(Fig m Lacs)

Particulars
No

Including New Equity Capital {(due
to Conversion of part A’ of
debenture) at its FACE VALUE m
the networth and 1f PAT mcludes
return on new capital AT

Including New Equity Capital (due
to Conversion of part "A” of
debenture) at its OFFER PRICE
the networth and if PAT includes
return on new capital AT

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
-1 2 3 4 5 6 7 8
A Number of Equity Share 1165 11.65 1165 11.65 11.65 1165
at the ime ol i1ssue
Add Con of Part "A’ 15 80 15 80 15 80 15.80 15 80 15.80
Debenture
Con of Part ‘B’ Deb - - - - - -
B Total No. of Shares 2745 2745 2745 2745 2745 2745
Net Worth 39221 39221 392.21 39221 392.21 39221
Add Face Value of the 158 00 158 00 158 00 158.00 158.00 158.00
total No of new equity
shares
Shares premium of the 158 00 158 00 158.00
total No of New. Equity
shares
C New net Worth 350 21 35021 35021 708 21 708 21 708 21
D Net ‘Asset  Value per 20.04 20.04 20.04 25.80 2580 2580
share
E Profit After Tax As per 76 66 76 66 76 66 76 66 76.66 76 66
CCl
Add  Return on New 4350 6522 86 99 43.50 65.22 86 99
Capital .
F NewPAT 120 16 141 88 163 65 120.16 141.88 163 65
G Faming per share 437 516 596 437 516 5.96
11 Profit Eamng Capacily
Value
-At 15 % Cap rate 29.13 3440 39.73 2913 34 40 3973
AL12% ¢ 36 41 4300 49.67 3641 4300 49.67
ALI0% 43 70 5160 3960 4370 5160 59 60
At 8% 54 92- 64 50 74.50 54 92 64 50 74750
I Farvalue Based on the
above PECV and NAY
-At13% Cap rate 24 58 2722 2988 2746 3010 3276
At12% -~ ° 2822 31.52 34 87 3110 34.40 3773
AL 10 % 3187 3582 39.82 3475 38.70 42,70
-At 8 % 3748 4227 47.27 40 36 4515 50.15
G
} D=C/B G=FB H= *100. . I=(D+H)/2

Respective Capitalisation rate
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3.4 : BHARATI TELECOM LIMITED

3.4.1 : COMPANY BACKGROUND:

BHARATI TELECOM LIMITED was incorporated as a public limited company on
July 29,1985 The main objectives of the company are to manufacture, develop,
export, import, sell, distribute, repair, convert, alter, install, erect, maintain, let on hire
and otherwise deal in all kinds of electronic voice data and video communication
systems including EPABX systems etc The object of the issue was to part finance

it's expansion project

3.4.2 : ISSUE HIGHLIGHTS:
The company came out with the Public issue of 18,36,250 equity shares of Rs.

10 00 each for cash at premium of Rs 15 00 each aggregating to Rs.4,59,06,250.

3.4.3 :OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values at 15%,
12%, and 10% capitalisation rate stood at Rs.18 07 Rs 20.52 and Rs 22.97 showing
overpricing by 38 35%, 21 83% and 8 83% respectively But the issue was nearly
properly priced at 8% capitalisation rate The fair value per share at 15%,12%,10%
and 8% capitalisation rate as a percentage of pre-issue average market price was
41 78%. 47 44%, 53 10% and 61 61% respectively That is, none of these fair values
were with in the range of 80.00% to 100.00% of the pre-issue average market

price It seems that at this point there was breach of the CCI guidelines.

As per the CCI guidelines, the applicable capitalisation rate was 15% as the company
is engaged in manufacturing activity The issue price was 138 35% of the fair value

at 15% capitalisation rate, i e, the issue was overpriced

Those investors who receive allotment of shares, got minimum return of 32.00%
and maximum return of 180 00% per equity share during the year 1991. Similarly,
during the year 1992 and 1993, the investors could have realised minimum return of
40 00% and (8 00%) and maximum return of 380 00% and 124.(30%, respectively

As said earlier, the issue was overpriced at 5%, 12% and 10% capitalisation rate,
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meaning there by that the company has collected excess amount by Rs 6.93,Rs.

4 48 and Rs 2 03 per equity share respectively

A close look at the market price before and after the issue, throw light on possibility of
price rigging| The company came out with the public issue in the month of April 1991
and the allotment could have been finalised by August 1991 The post-issue monthly
market price was not available The pre-issue 6 monthly market price was in the range
of Rs 36 00 to Rs 56 00 The post issue yearly high and low market price also show }

that the company or it's promoters had not resorted to price rigging

The PEPS and FDEPS calculations can not be worked out as the issue is only equity
issue The statement No A-3 and B-3 shows that the company could have offered
it's equity shares in the range of Rs 18 07 to Rs 53 97 being minimum and maximum

fair values respectively, which are worked out based on different combinations of

“EPS,NAV PECV ,6RONW, capitalisation rate, No. of equity shares etc

3.4.4 OBSERVATIONS OF HYPOTHESIS:

It s observed that the offer price fixed by the office of the CCI was not

conservative for this company ;

It is also seen that the office of the CCI has followed uniform premium fixation
method for this company the offer price fixed by the office of the CCI was overpriced
at 15%,12% and 10% capit’alisation rate by 38 35%, 21 83% and 8.83% respectively,

while at 8% capitalisation rate, the offer price was underpriced by 6.19%.

The offer price fixed by the office of the CCI was disproportionate to the market
price and book value of the share. The offer price as a percentage to pre issue market

price was 57 80% and offer price as a percentage of book value was 151 05%
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. ANNEXURE 3-X
NET ASSET VALUE (NAY) .
Name of the Company : BHARATI TELECOM LTD.
According to the audited balance sheet as at 31 March 1990.

Rs Rs
(Lacs) (Lacs)
Total Assits 111287 Sharcholders fund
Deduct all habihuies : (1) Equaty Capital 165 00
I Preference capital ml  (2) Free reserves 22809
2 Seccured & unsecured borrowings 42959  Total 39309
3 Current habihties 29019 Deduct contmgent nil
Liabilities

4 Contmgent habilities il
Net worth 39309 Net worth 39309
Add ‘
{ DYFresh capital Issue at Face Value 183 62

Total 576 71
Number of shares ncluding Fresh and bonus issue 3486
NAV per share 16 55

Caleulauon of Profit on Fresh Capital ;
1/2 * Fresh Capital * Exist PAT / Enist NAV
1/2* 18362 * 13980/39309=Rs 3265

ANNEXURE 3-Y i
PROFIT EARNING CAPACITY VALUE (PECY)
(Rs. in Lacs)

Year Protit before tax Profit after tax Drvidend
declared

[ June 1986 nil il

2 June 1987 00.04 00 03

3 hune 1988 {7.25) (725)

<4 June 1989 *171 99 *146 49

5 June 1990 164 40 139 80 2970

Sumple Average or 8229 6977

Weighted Average
* 12 Maouth Adjusted
hgores '



Average protfit betore tas( on the basis ol average) N 8229
Deduct
Provistons {or tasation al 1252
Average profit after tun 6977
Deduct Preference dividend nil
Net profit after tan 69 77
Add Contribution to profit by fiesh rysue 1l am 3265
Total profit after tas ) 10242
Number ol equity share meluding tresh and bonus tssue 34 86
| anung per share(1.PS) coo294
Profit Larmng Capaaity Value (PECY Y at 13 % capitahisation rate (1 by
multpbing LPS by 663
15% 1959
12% 24 30
1% 29 40
3% 3675
FAIR VALUE CALCULATION
St Capttalisatio Prolit Net Asset lotal of  }aur Value Remarks
No n Rate Lurnmg Value per  Col No(3)  Cel No (§)
Capacity shate & (D divided by
Value wo
] 2 3 4 5 6 7
i 13 % 19 39 16 55 36 14 1807
2 12% 24 50 1635 4105 20 32
3 10 % 2940 16 33 4593 2297
4 8 % 3675 16 335 33 30 26 63
ANNEXURE3-Z
CALCULATION OF AVERAGE MARKET PRICE
Sr No Yeuw Month Highest Lowest Monthlv Yearh Average  of  Average
Marhet Market Average Average Monthlv Marhet
Price ’ Price Average Price
1 2 3 4 5 6 7 8 9
I 1988 2500 750 16 25
2 1989 8100 1300 48 00
3 1990 8300 4400 64 50
4 Sep Y0 56 00 4700 5150
3 Ot 90 3200 a0 4300
8] Nov 40 48 00 38 43 00 44 25 4325
7 Dec vo 48 00 41 aa +4 50
8 Jan 9} 42 00 36 0u 3900
b} feb 91 48 ¢ 37 G0 42 30
Total of Col No 6 Divided by 265 50 Total of Col No 7 & 8 Divided 17300
months by no of itens S—
G 4
=43 25




STATEMENT NO. A-3

(Fig_m Lacs)

Including New Equity Capital (due

Respective Capriahisation rate

100

N1 Particulars Including New Lquity Capital (due
No to Converston of part "A’ of to Conversion of part "A” of
debenture) at its FACE VALUE m debenture) at 1ts OFFER PRICE m
the networth and (' PATT mcludes the networth and if PAT meludes
retum on new capital AT return on new capital AT
30% of 75% of 100% of 50%of © 75%of 100% of
RONW RONW RONW RONW - RONW RONW
] 2 3 4 5 6 7 8
A Number of Equsty 16 50 16 30 16 50 16 50 16 50 16 50
Share at the ime of
1ssue
Add-Con of Part"A” 18 36 18 36 18 36 18.36 18.36 18.36
Debenture
Con of Part ‘I3’ Deb - = - e - -
B Total No of Shares 3486 34 86 34 86 34 86 34 86 34 86
’ Net Worth 39309 39309 39309 39309 39309 39309
Add Face Value of the 18362 183 62 183 62 183 62 183 62 183 62
total No of new equily
shares
- Shares premium ol the 27547 275 47 275 47
total No of New Equity
shares )
C New Net Worth 376 71 376 71 576 71 85215 85215 83213
D Net Asset Value Per 16 55 16 55 16 55 24 45 24.45 24.45
Share
I Profit After Tan As per 69 77 09 77 69 77 69 77 69 77 69 77
CCl
Add Return on New 8162 12245 16325 81 62 122 45 163 25
Caprtal
F New PA T 151 39 192 22 23302 151 39 192 22 233.02
G Farning per share 434 351 " 668 434 © 551 668
1] Profit Earming Capacihy -
Value 3
-AL 15 % Cap Rate 12893 3673 44 53 28 93 3673 44 53
-ALI2 % - 3617 4592 3567 3617 4592 5567
AL 0% 4340 3510 66 80 4340 35.10 66 80
-Al 8% 5425 66 87 83 50 5425 66 87 83 50
1 Fanrvalue Based on the
above PEFCV and NAV
-At 13 % Cap Rate 2274 2664 3054 26 69 3039 34 49
SALI2Y% 26 36 3123 3611 3.1 3518 4006
-AULID % 2997 3582 4167 3392 3977 45.62
-At 8% v 3540 4271 3002 39.35 46 66 53.97
J D=C/B G=F/B H= G ‘
* 100 I=(D+H)R



STATEMENTNO.B-3

Particulars

Including New Equty Capital (due

St Including New Equty Capital (due
No to Conversion of part A’ of to Conversion of part A’ of
debenture) at its FACE VALUE m  debenture) at 1ts OFFER PRICE i
the networth and of PAT wmcludes  the networth and iff PAT mecludes
returtt on new capital AT return on new capital AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 3 6 7 8
A Number of Equitvy Share 16 30 16 30 16 50 16 50 16 50 16 50
at the ime of 1ssue
Add New | quty Issue 18 36 18 36 18 36 18 36 18.36 18 36
B Total No of Shares 34 86 3486 34 86 34 86 34 86 34.86
Net Worth 39309 39309 39309 39309 39309 39309
face Value of the lotal 18362 183 62 183 62 18362 18362 18362
No of New equuty shares '
Share premium of the 27547 27547 27547
total no of New ecquity ’
shares )
C New Net Worth 576 7t 576 71 576 71 852 15 852.15 852 13
D Net Asset value  per 16 55 16.55 16 35 24.45 2445 24 45
share
1 Profit After lax as per 6977 6977 6977 6977 6977 6977
CCl
Add  Retum on new 3265 4897, 65 30 3265 48 97 65 30
capital
I New P A 102 42 118 74 13507 102 42 118 74 135.07
G Larmng per share 294 341 387 294 341 387
H Profit Fanung Capacity :
Viulue .
At 15% Cap Rate 19 60 2273 2580 19 60 22.73 2580
AL 12% " 24 50 28 42 3225 24 50 28 42 3225
A0 Y% 2940 34 10 3870 29 40 3410 3870
-At 8% 3675 42 62 48 37 3675 4262 48 37
| Farvalue Based on the
above PFFCV and NAV
-At 13% Cap Rate 18 47 19 64 2117 2202 2359 2512
-AL12 % ” 2052 2248 24 40 2447 , 2643 28.35
-AL 0 % 2297 2332 2762 2692 2927 3157
-At 8 % 26 65 29 38 3246 30 60 3353 36 41

I D=C/B G=F/B H=

G

Respective Capitalisation rate

iol

*100: I=(D+H)2



3.5 : BOMBAY SUBURBAN ELECTRIC SUPPLY LIMITED

3.5.1: COMPANY BACKGROUND:

BOMBAY SUBURBAN ELECTRIC SUPPLY LIMITED company was incorporgted
as a public limited company on 1* October 1929 under the Companies Act VII of
1913 The main objectives of the company are to generate electric power and light,
to accumulate, distribute and supply electricity, to construct, lay down, establish fix
and carry out all necessary power stations, cables, wires, lines, accumulators lamps

and works The object of this issue was to part finance the power project

3.5.2 : ISSUE HIGHLIGHTS:

The company came out with Right-cum-Public issue of 80,00,006, 12 5% secured
fully convertible debenture of Rs 12500 each for cash at par aggregating to Rs.
10000.00 lacs The said debenture was to be converted automatically and
compulsorily in to five equity shares of the face value of Rs 10 00 at premium of Rs.

15 00 per share at the end of 12 months from the date of allotment.

3.3.3 :OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values of equity share
were Rs 74 22, Rs 81 18, Rs 88 15 and Rs 98 60 at the capitalisation rate of 15%,
12%. 10%, and 8% respectively showing underpricing by 66.31%, 69.20%, 71 63%
and 74.64% respectively The fair value per share at 15%, 12%, 10% and 8%
capitalisation as a percentage of pre-issue average market price was 34.14%,
37 34%, 40 55% and 45.36% respectively That is none of these fair values were in
the range of 80 00% to 100.00% of the pre-issue average market price. As per the
CCI guidelines, the applicable capitalisation rate was 15%, the company being a
manufacturing concern. At 15% capitalisation rate the issue price was 33 68% of the
fair value, 1 e , It was highly underpriced The issue price as a perc'entage of pre issue

average market price was 11 50% only

Those investors who were lucky enough to receive allotment, got minimum return of
120 00% and maximum return of 1800 00% per equity share during the year 1992

Similarly during the year 1993, the investors could have realised minimum and
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maximum return of 300 00% and 635 00% respectively. As said earlier, the issue was
underpriced at 15‘3'6,12"/_6,»10% and 8% capitalisation rate meaning there by that
the company has collected less amount of Rs246 10, Rs.280 90, Rs 315 75 and
Rs 368 00 per F C.D respectively

A close look at the market price before and after the issue throw light on possibility of’
price rigging The company came out with public issue in the month of April 1991

A .

and the allotment could have been finalised by July 1991 The pre-issue 6 monthly

market prices were in the range of Rs.7100 to Rs 12100 The post issue yearly

high and low market prices also reveal that the company or it's promoters. had not

———— et

resorted to price rigging

According to the calculations shown in statement No U-4, the PEPS stood at Rs.
1 89. Accordingly, the company could have charged premium of Rs.6.79, Rs 8 36,
Rs 994 and Rs 12 30 at the capitalisation rate of 15%, 12%, 10%, and ~8%

respectively

The statement No A-4 and C-4 shows that company could have offered it's equity
share in the range of Rs 20.96 to Rs 138 29 being minimum and maximum fairvalues
respectively which are worked out based on different combinations of EP.S, NAV,

PEC.V,RONW, capitalisation rate, No of equity shares etc

3.3.4 : OBSERVATIONS OF HYPOTHESIS:

It is observed that the offer price fixed by the office of the CCI was conservative for

this company

For this company also, the office of the CCI has followed uniform premium fixation

method

The offer price fixed by the office of the CCI we%s underpriced at 15%,12%,10% and
8% capitalisation rate by 66 31%, 69 20%, 71 63% and 74 64% respectively

The offer price fixed by the office of the CCl was highly disproportionate to the

market price and book value of the share 1t is observed that the issue price as a
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percentage of pre-issue market price and book value was 11 50% and 26 96% only

respectively
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Name of the Company -

ANNEXURE 4 - X

NET ASSET VALUE (NAV}
BOMBAY SUBURBAN ELFCIRIC LIMITED
According to the audited balance sheet as at 30th September 1990,

R Rs
Las) {Laes)
Total Assets 3472771 sharcholders  fund ’
Deduet all habilities (1) bquity Capital 1170 35
I Preference capital 98 00 (2) Pree reserves 9680 21
2 Sceured & wiseeured borrowings 922971 Total 10830 56
3 Current habihties 14549 44 Deduct contimgent il
habihities
4 Contmgent habihities nil
Net worth 10850.56  Net worth 10850 56
Add
1 1 resh caprtal Issue at Face Value nul
Fotal 10850 56
Numbert of shares includmg Presh and bonus wssue 11703
NAV per share 9271
ANNEXURE 4-Y
PROFIT EARNING CAPACITY VALUE (PECV)
Yem Profit before tin Profit afler tas Dividend declared

1 March 1988

2 March 1989

3 March 1990

4 September 1990
Simple Average

o1
Waughted Average

747 0l 01261
853 61 83301
1204 47 1204 47
806 43 806 45
1032 04 993 46

11704 Eq Div
1469 Pr Div
11704 Eq Div
14 69 Pr ixnv
21067 Egq Dav
1469 Pr Div
21067 Egq Dy
14 69 Pr Dy



Average profit before tas (on the basts of Simple average)

Peduct

Provisions tor taxation at
Average profit alter lan
Deduct Preference dividend
Net profit after tas N

Add Contribution 1o prolit by fresh mssue il am

Jotal profit after tax

Number of equity share meludmg (resh and bonus issue

Fammg per share(LPS)

1032 04

Prolit Earning Capacits Value (PECV) at 15 % capitalisation rate (1¢ by

multiphang EPS by 66)

38 58

993 46

14 69

978 77

il

978 77

11703

: 8 36
[3% 3373
12% 69 06
1% 83 60
% H 50

FAIR VALUE CALCULATION

Sr Capttalisation Profit Net Asset Totalof  Fair Value Remarks
No Rate Eammg Valueper  Col No(3) Col. No (5)

Capacity share & (1) divided by

Value two
! 2 3 4 3 6 7
1 15 % 5573 92 71 148 44 74 22
2 12 Y 69 66 92 74 162 37 8118
3 10% 83 G0 92 71 176 31 8815
4 8 % 104 30 92 71 197 21 98 60
ANNEXURE 4-Z

CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
! 1988 350 00 150 00 230 00
2 1989 800 00 69 50 434 25
3 1990 152 30 35.00 9375
4 Sep 90 12100 7H00° 96 00
3 Qct 90 12100 83 00 102 00
6 Nov 9 TH 00 83 00 97 00 91.50 21737
7 Dec 90 90 00 8100 8550
8 Jan 91 8300 75 00 79 00
9 Feb 91 101 00 78 00 89 50
Total of Col No 6 Divided by 349 00 Total of Col No 7 & 8 Divided 869 50
months e by no of items e
6 4
=91 50 =217 37
-
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STATEMENT NO. U -4
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM

{hig 1 Laes)

P.E.P.S
Number of I quuity shares at the tune of 1ssue 1703,
Add Tull Converston of the Debentures 400 00
fotal Number of Shares 31703
Profit After Tan 978 77
Larmng Per Share( PLPS) I 89
Profit Larmmg Capacity Value
AULS % Capitalisation Rate 12 60 ’
At12% -do-  -do- 1575
AL 10 % -do-  -do- 1890
AL 8% -do-  -do- 2362
Net Worth 10830 36
Net Asset Value Per Share 2098
tair Value
AL TS %% Capitalisation Rate 1679
AL 12 % - do - ~do- 18 36
At ey ~do-  -do- 19 94

At 8% ~do- -do- 2230
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STATEMENT NO. A-4

(Fig. in Lacs)

Including New Equity Capital {(due to

Respective Capitalisation rate

108

Sr Particulars Including New Equity Caprtal (due to
No Conversion of part "A” of debenture) at  Conversion of parl "A’ of debenture) at
" 1ts FACE VALUE 1 the networth and  1ts OFFER PRICE m the networth and
i PAT meludes return on new capital  1if PAT mncludes retum on new capital
AT AT
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A Number of  Equty 11703 117.03 11703 11703 117.03 11703
Share at the tme of
1Ssue -
Add Con of Part A’ 400 00 400.00 400 00 400 00 400.00 400 00
Debenture :
Con of Part "B - - - - - -
Debenture
B Total No of Shares 51703 31703 51703 31703 517.03 517.03
Net Worth 10850 56 10850 56 10850 56 10850 56 10850 56 10850 56
Add Face Value of the 4000 00 4000 00 4000 00 4000.00 4000.00 4000 00
total No of new equity
shares
- Shares premium of the 6000 00 6000 00 6000 00
total No of New Equity
shares
C New Net Worth 14850.56 14850 56 14850.56 20850 36 20850 56 20830 36
D Net Asset Value Per 28 ’{2 2872 2872 40 32 40 32 40 32
Share
i Profit After Tax As per 978 77 978 77 978 77 978.77 978.77 978 77
cCl ’
Add Return on New 148 40 222 80 297 20 < 37100 55700 743 00
‘ Caputal
I NewPAT 1027 17 1201.57 127597 1349.77 1535 77 172177
G Earmung per share 1.98 2.32 246 261 297 333
1 Protit Earning Capacily
Value
-At 15% Cap Rate 13.20 15.47 16 40 17.40 19.80 2220
ALI2% 16 50 1933 2050 2175 24.75 27.75
ALIO% - - 19 80 23.20 24.60 26 10 29.70 3330
-At 8% 2475 2900 3075 32.62 3712 41.62
I Farrvalue Based on the
above PECV and NAV
. -At 15 % Cap Rate 20 96 2209 22 56 28 86 30.06 3126
At12% 22 61 24 02 24 61 31.03 3253 34.03
AL 10% 24 26 2596 26 66 33.21 35.01 36.81
-At 8% 26 73 28.86 2973 3647 872 40.97
I D=C/B G=F/B" ' H= G
* 100 I=(D+H)2



STATEMENTNO. C-4

Sr Particulars Excluding the convertible sceurities from the total number of paid up equity shares
No and 1f profit after tax includes return on new capital at
Face Value at - Offer Price at
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 3 6 7 8
A Number of Equity Share 11703 11703 11703 117.03 11703 11703
at the time of 155u¢
Add Con of Part - - - - - -
A" Debenture
Con of Part '13" Db
B Total No of Shares 11703 117.03 11703 11703 117.03 11703
C Net Worth 10850 56 10850 56 10850 56 10850.56 10850 56 10850 56
D Net  Asset Value' per 92 71 9271 9271 9271 9271 92.71
share
k Prolit Afler Tax As per 9718 77 978 77 978 77 978 77 9718 77 978 77
¢l
Add Return on  New 148 40 222 80 29720 148 40 222.80 29720
Capital Part A"
Return on premuun o -— - 222.60 33420 445 80
amount of new capital
Part "A°
I New PAT 1027 17 1201 97 1275 97 1349 77 153577 172177
G Eamung Per share 877 1026 10 90 11.53 1312 1471
H Profit Farming Capacity
Value
At 15% Cap Rale 58 47 68 40 7267 78 87 87 46 98 06
AL12%, : 7308 85.50 90 83 96 08 109.33 122 58
At 10% - 8770 102 60 109 00 115.30 13120 14710
At8% 109 62 128 25 13625 144 12 164.00 183.87
{ Fanr Value Based on the
above PECV and NAV
At 15% Cap Rate 7559 80 55 8269 8579 90 08 95 38
At 12% - 82 89 89 10 9177 94 39 101.02 107 64
ALTO% 90 20 9765 100 85 104 00 11195 11990
At8% 101 16 11048 114 48 118 41 128 35 138 29
} D=C/B G=F/B-H= G
* 100 I[=(D+1)2

Respective Capitalisation rate
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3.6: HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED

3.6.1 : COMPANY BACKGROUND:

HOUSING ‘DEVELOPMENT FINANCE CORPORATION LIMITED was
incorporated as a public limited company on 17" October 1977 under the
Companies Act 1956 The main objectives of the company are to provide institutional
facilities for meeting the needs for long term loans on moderate terms for
construction, purchase, individual ownership of houses or apartments and to provide
funds for construction of offices, shopping complexes, nursing home etc, which go
with housing scheme The corporation has wholly owned subsidiary ,HDFC
developers limited to undertake housing projects on selective basis. The proposed

issue was for the purpose of augmenting the long term resources of the corporation

3.6.2 :ISSUE HIGHLIGHTS:

The company came out with the Right-cum-Public Issue of 25,00,000 equity shares
of Rs 100 00 each for cash at premium of Rs75.00 per share to the existing
shareholders and at the premium of Rs 8500 per equity share to the pubilic,

~aggregating to Rs.4520.00 lacs

3.6.3: OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values at 15%,
12%, 10% and 8% capitalisation raté stood at Rs 292.39, Rs 334.95, Rs 377.50
and Rs 441 32 showing underpricing by 40 14%, 47 75%, 53.64% and 60 34%
respectively for the existing shareholders and by 36.72%, 44 76%, 50.99% and
58 08% respectively for the public The fair value per share at 15%,12%,10% and 8%
capitalisation rate as a percentage of average market price was 121.01%, 138.63%,
156 24% and 182 65% respectively. That is, none of these fair values were with in the
range of 80 00% to 100 00% of the pre-issue average market price. Infact, all the fair
values were more than 100 00% of the pre-issue average market price It seems that at

this point there was breach of the CCI guidelines

As per the CCI guidelines, the applicable capitalisation rate was neither 15% or 12% as

the company do not fall into the category of manufacturing or trading company. The
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issue price was 41 91% of the fair value at 8% capitalisation rate, i e the issue was

highly underpriced.

Those investors who were lucky enough to receive allotment of shares, got minimum
return of 24 32% and maximum return of 197.29% per equity share during the year
1991 Similarly, during the year 1992 and 1993, the investors could have realised
minimum return of 267 56% and 424.32% and maximum return of 1467.56% and
1345 94% respectively As said earlier, the issue was underpriced at 15%, 12%, 10%
and 8% capitalisation rate, meaning there by that the company has collected less
amount by Rs 10739, Rs.14995, Rs 19250 and Rs.256.32 per equity share

respectively

A close look at the market price before and after the issue, throw light on possibility of

. -

\ 1990 and the allotment could have been finalised by January 1991. The pre-issue 6

\ price rigging The company came out with the public issue in the month of October

“;(momhly market price was in the range of Rs 325 00 to Rs 475.00. The post issue
yearly high and low market price also revealed that the company or it's promoters
had not resorted to price rigging Infact, the company is financially so sound that it [

need not resort to price rigging to sell the issue

The PEPS and F.D.EP.S. calculations can not be worked out as the issue is only
equity issue The statement No A-5 and B-5 shows that the company could have
oftered it's equity shares in the range of Rs 18795 to Rs378 26 minimum and
maximum fair values respectively, which are worked out based on different
combinations of EPS, NAV, PECV., RONW, capitalisation rate, No. of

equity shares etc

3.6.4 : OBSERVATIONS OF HYPOTHESIS :
It is observed that the offer price fixed by the office of the CCI was conservative for

this company

It is also seen that the office of the CCI has followed uniform premium fixation

method for this company
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The offer price fixed by the office of the CCI was underpriced at 15%, 12% 10% and
8% capitalisation rate by 36 72%, 44 76%, 50 99% and 58.08% respectively.

The offer price fixed by the office of the CCI was disproportionate to the market
price and book value of the share. It is found that, the offer price as a percentage of
pre-issue market price was 76 56% and offer price as a percentage of book value was

75 69%



Name of the Company :

1

ANNEXURE 5§ -X
NET ASSET VALUE (NAV)

.

HOUSING DEVELOPMENT FINANCE CORPORATION LTD

According to the audited balance sheet as at 31st March 1990,

Rs Rs
’ (Lacs) (Lacs)
Total Assets 14642720 shareholders fund
Deduct all habilities (1) Equity Capital 1999 52
1 Preference capital L= ml  (2) Free reserves 6498.19
2 Secured & unsecured borrowings 130062 56  Total " 8497.71
3 Current habilities 7866.93  Deduct contmgent ml
habilities
4 Conungent liabihities nil
Net worth . 849771 Net worth 8497 71
Add 4
( )Fresh capital Issue at Face Value 2500.00
Total 10997.71
Number ol shares wmcluding Fresh and bonus 1ssue 4500
244.39

NAYV per share

Caleulation of Profit on fresh capital
172 \ Fresh capital x Exssting PAT. /Enisting NA V
1725250000 x 24720278497 71 = 363 63

ANNEXURE § -Y
PROFIT EARNING CAPACITY VALUE (PECYV)

Year Profit before ta\ Profit after tax Dividend declared
.1 March 1988 1708 92 132992 340 00
2 March 1989 1720 49 1429 49 280.00
3 March 1990 3072 02 2472 02 399 81

Suuple Average 2167 14 1743 81

or 2394 33 1934 16

Weighted Average
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Average profit before tax (on the basis of Weighted Average)

2394 33

Deduct
Provisions for tanation 460 17
Average profit afler tax 1934 16
Deduct Preference dividend il
Net profit afler tax 1934 16
Add Contribution to profit by fresh issue 1if any Jo3.63
‘Total profit afler tay 2297.79
Number of equaty share cluding fresh and bonus 1ssue 4500
Earning per share(EPS) 5106
Profit Eaming Capactty Value (PECV) at 13 % capitahisation rate
(1 ¢ by multiplying EPS by 60)
15% 34040
12% 425 50
10% 510 60
8% 63825
FAIR VALUE CALCULATION
Sr Capttalisatio Protit Net Asset Total of  Fair Value Remarks
No n Rate Earmng Valueper Col.No(3) ColNo (5)
Capacity share & (4) divided by
Value two
1 2 3 4 5 6 7
| 15 % 340 40 244 39 33479 292.39
2 12% 425 50 244 39 669 89 33495
3 10 % 510 60 244 39 754.99 377.50
4 8 % 638 25 244 39 882.64 441.32
ANNEXURES-Z
CALCULATION OF AVERAGE MARKET PRICE
Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market | Market Average Average Monthly Market
: Price Price Average Price
1 2 3 4 3 6 7 8 9
1 1987 147 50 11300 13125
2 1988 180 00 140 00 160 00
3 1989 . 34500 173 00 260 00
4 Apr 90 360 00 33750 34875
5 May 90 470 00 32500 397.50
6 Jun 90 440 00 400 00 420.00 415.20 241.61
7 Jul 90 475 00 410 00 442 50
8 Aug 90 47500 450.00 462 50
9 Sep 90 440 00 400.00 420 00
Total of Col. No. 6 2491.25 Total of Col. No. 7 & 966.45
Divided by months = ce-e-- 8 Divided by no. of = ~-m-w--
6 i1tems 4
=415.20 =241.61
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STATEMENT NO. A-3

(F1g. 1n Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A" of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE 1 the networth and  1ts OFFER PRICE 1 the networth and
i PAT meludes return on new capital  1if PAT mncludes return on new capital
AT AT
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
! 2 3 4 5 0 7 8
A A Number of Equity 4500 4500 4300 4500 45.00 4500
Share at the ume of
1ssue
Add Con of Part ‘A’ 2500 25490 2500 2500 2500 2500
Debenture
Con of Part -I¥ e e —— —— - e
Debenture
3 Total No of Shares 000 70 00 7000 70 00 70.00 70 00
Net Worth 8497 71 8497 71 849771 8497 71 8497 71 8497 71
Add Face Value of the 2500 00 2500 00 2500 00 2500 60 2500 00 2500 00
total No of new equty
shaies
- Shares premmum of the 187500 1875 00 1875 00
total No of New Equity
shares
C New Net Worth 10997 71 10997 71 10997.71 12872 71 12872 71 12872 71
[¥] N A V Per Share 157 11 157 11 137 11 183 90 183 90 183 90
I Protit After Tax As per 1934 16 1934 16 1934 16 1934 16 1934 16 1934 16
CCl .
Add  Return on New 36363 345 44 727 26 36363 545 44 72726
Caprtal
I New PAT 229779 2479 60 2661 42 229779 2479 60 2661 42
3 Earming per share 3282 3542 38.02 3282 35.42 3802
tH Profit Larming Capacity
Value
-At 15 % Capitah rate 218 80 236 13 253 47 . 21880 236 13 25347
At12% - " 273 50 295 17 316 83 273 50 29517 31683
At 10 % - 32820 354.20 38020 32820 35420 38020
-Al 8% 41023 44275 47523 41025 44275 475 25
| Farrvalue Based on the
above PLCV and NAV
-AU 15 % Capitall rate 187 93 196.62 20529 201 35 21001 218 08
SAL12% - 215.20 226 14 236 97 228.70 . 239.53 250 36
-ALTD % 242 65 25565 268 15 256.05 269 05 282 05
-A 8% 283 68 29993 316.18 29707 31332 329.57
I D=C/B G=F¥/B H= G
* 100 I=(D+H)/2

Respective Capitalisation rate
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STATEMENT NO. B-35

{Fig m Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equuity Capital (due to
No Conversion of part A’ of debenture) at - Conversion of part "A’ of debenture) at
its FACE VALUE 1 the networth and  its OFFER PRICE m the networth and
i PAT mcludes returt on new captal  if PAT includes retum on new capital
AT - AT
50% of T5% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
l 2 3 4 5 6 7 8
A Number of Ekquiy 4500 45 00 4500 45.00 4500 4500
Share at the tume of
1Ssue
Add Con of Part "A° 2500 2500 2500 2500 2500 2500
Debentwre
Con of Pat B - - - - - -
Debenture
B Total No of Shares 70 00 70 00 70 00 70 00 76 00 70 00
Net Worth 8497 71 8497 71 849771 8497 71 8497 71 8497 71
Add Face Value of the 2500 00 2500 00 2560 00 2500.00 2500 00 2500 00
total No of new equity
shares
- Shares premuum of the 187500 1875 00 1875 00
total No of New Equuty
shares
C New Net Worth 10997 71 10997 71 10997 71 12872 71 12872 71 12872 71
D Net Asset Value Per 15711 157 11 157 11 183 90 183 90 18390
Share
E Profit After Tax As per 1934 16 1934 16 1934 16 1934 16 1934 16 1934 16
CCl
Add Return on New 636 35 954 33 1272 71 636 35 954 33 1272 71
Caputal
F New PAT 2570 31 2888 69 32006 87 2570 51 2888 69 3206.87
G Lamung per share 3672 4128 45 81 36.72 4128 45 81
H Profit Eanung Capacity
Value
-At 15 % Capita Rate 244 80 27520 30540 244 80 27520 30540
-AL12% - 306 00 344 00 38175 306 GO 344 00 38175
-ALTO % 36720 412 80 458 10 36720 412.80 458 10
-At 8% 439 00 516 00 57262 45900 - 516.00 57262
I lwrvalue Based on the
above PECV and NAV
-At 15 % Capita Rate 20093 216 15 23125 21435 229 55 244 65
-At12% ¢ - 23155 250 55 26943 244 95 263 95 282.82
ALI0% . 262 15 284 95 30766 27545 298 35 32100
-At 8% 30803 33655 364 86 32145 34995 378.26
I D=C/B G=F/B H= G
* 100 =(D+H)R2

Respective Capitalisation rate



3.7: INDUSTRIAL CREDIT AND INVESTMENT CORPORATION OF INDIA

3.7.1 : COMPANY BACKGROUND:

INDUSTRIAL CREDIT AND INVEST MEI(IT CORPORATION OF INDIA was
incorporated on 5™ January 1955 at Bombay The main objectives of the company
are to provide institutional facilities for meeting the needs of industry for long term
loans on moderate terms The main activities of the company are assisting

industrial enterprises with in the private sector in India in general by-

l.assisting in creation, expansion and modernisation of

such enterprises.
2.encouraging and promoting the participation of private
capital, both internal and external, in such

enterprises.
3.encouraging and promoting private ownership of
industrial enterprises.

The corporagon also carries on leasing business, since 1983 The object of the issue

was to increase resources of the company

3.7.2 : ISSUE HIGHLIGHTS:

The company came out with the Right-cum-Public issue of 56,59,788 equity shares
of Rs 100.00 each for cash at premium of Rs.100.00 each aggregating to Rs.11319.57
lacs. Out of these shares, 9,44,788 shares were offered on the Right basis to the then

equity shareholders. and 47,15,000 shares were bffered to the public

3.7.3 : OVER ALL OBSERVATIONS::

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.382 87, Rs 433 56, Rs.484.25 and Rs.
560 29 showing underpricing by 47 76%, 53 87%, 58.70% and 64 30% respectively

The fairvalue at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
average market price was 141 47%, 160.20%, 178.94% and 207.03% respectively.
That is, none of these fairvalues were with in the range of 80.00% to 100.00% of the
pi’e issue average market price. Infact, all the fairvalues were more than 100.00% of
the pre-issue average market price It seems that at this point there was breach of the

CCI guidelines
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As per the CCI guidelines, the applicable capitalisation rate was neither 15% or 20%
as the company is not covered in the definition of manufacturing or trading
company The issue price was 35 70% of the fair value at 8% capitalisation rate, i.e

the issue was highly underpriced

Those investors who were lucky enough to receive allotment of shares, got minimum
return of 0 00% and maximum return of 262 50% per equity share during the year
1991 Similarly, during the year 1992, the investors could have realised minimum
return of 177 50% and maximum return of 1500.00% respectively. As said
earlier, the issue was underpriced at 15%, 12%, 10% and 8% capitalisation rate,
meaning there by that the company has collected less amount by Rs.182 87, Rs.
233 56, Rs.284.25 and Rs.360.29 per equity share respectively. |

A close look at the market price before and after the issue, throw light on possibility of
price rigging. The company came out with the public issue in the month of

[ N

February 1991 and the allotment could have been finalised by May 1991 The pre-

issue 6 monthly market price were in the range of Rs.210.00 to Rs.390.00. The post

issue yearly high and low market price also revealed that the company or if's

promoters had not resorted to price rigging Infact, the company is financially so

sound that it need not resort to price rigging to sell the issue

The PEPS and FDEPS calculations can not be worked out as the issue is only
equity issue The statement No A-6 and B-6 shows that the company could have
offered it's equity shares in the range of Rs 382 84 to Rs.652.20 being minimum
and maximum fairvalues respectively, which are worked out based on different
combinations of EPS, NAV, PECV, RONW, capitalisation rate, No. of equity shares

etc

3.7.4 :OBSERVATIONS OF HYPOTHESIS:

It is observed that the offer price fixed by the office of the CCI was conservative for

this company also

It is also seen that the office of the CCI has followed uniform. premium fixation

method for this company, disregarding type of industry.
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The offer price fixed by the office of the CCI was underpriced at 15%,12% 10% and
8% capitalisation rate by 47 76%, 53 87%, 58 70% and 64 30% respectively.

The ofter price fixed by the office of the CCl was disproportionate to the market
price and book value of the share. It is found that, the offer price as a percentage of

pre-issue market price and book value was 73.90% and 55.52% respectively.
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ANNEXURE 6 -X
NET ASSET VALUE (NAY)
Name of the Company : THE INDUSTRIAL CREDIT & INVESTMENT
CORPORATION OF INDIA LTD
According to the audited balance sheet as at 31st March 1990,

Rs Rs
{Lacs) (Lacs)
Total Assets 590172 19 shareholders fund .
Deduet all habihities {1) Equity Capatal 915597
b Preference capital ml (2) Free reserves 3853203
Y Sectied & unsecured bortowings 77788 96 Total AT708 (0
3 Current hahilities 6467523 Deduct contmgent mt
habilities
4 Contingent habilities il
Net worth 47708 00 Net worth 47708 QU
Add
{ 1)l resh capital Issue at Face Value 363979
Fotal 5336779
Number of shares mcluding Fresh and bonus 1ssue 148 16
NAV per share 360 21

Calculation of Profit on fresh capital
1/2 x Fresh capttal « Existmg PA T /Existmg NA VY
2N 230000\ 2472 02/ 8497 71 = 363 63

ANNEXURE 6 -Y
PROFIT EARNING CAPACITY VALUE (PECY)

Year Profit before tan Profit afler tax Dividend declared
I March 1988 9265 56 771212 1666 32
2 March 1989 9393 01 7893 01 1520 94
3 March 1990 11804 94 9704 94 1605 37
Simple Average 10154 50 8436 69

or e — .

Weighted Average
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Average profit before tax (on the baswis of Sunple Average) 10154 50

Deduct
Provisions for tanation 1717 81
Average protit after tax 8436 69
Deduet Preference dividend nil
Net profit after tax 8436 69
Add Contnibution to profit by fresh ssuce if any 37567
‘Total profit afler tax 9012 36
Number ol equuty share mcluding fresh and bonus 1ssue ’ 148 16
Farning per share(EPS) 60 83
Profit Earming Capacity Value (PECV)at |5 % capitalisation rate
(re by muluplving EPS by 66) A
15% 405 53
12% 506 92
0% 608 30
8% 760 37
FAIR VALUE CALCULATION
Sr Capitalisatio Profit Net Asset Total of Col  Faur Value Remarks
No i Rate Faming Valueper No(3)&(4) Col No (5)
Capacity share divided by
Value two
] 2 3 4 5 6 7
! 15% 405 33 36021 765 74 382 87
2 12 % 506 92 360 21 867 13 433 56
3 10 % 608 30 T 360 21 968 51 484.25
4 8 % 760 37 360 21 1120 58 560.29
ANNEXURE6-Z
CALCULATION OF AVERAGE MARKET PRICE
Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
| 2 3 4 - 5 6 7 g 9
] 1988 180 (0 13500 157 50
2 1989 23500 140 00 187 50
3 1990 725 00 200 00 462 50
4 July 90 21000 21000 21000
5 Aug 90 23000 21000 22000
6 Sep 90 370 00 23000 31000 27500 270 62
7 Qct 90 390 00 300 00 34500
8 Nov %0 370 00 230 50 300.00
Y Dee 90 29000 240 00 26500
Total of Col. No. &6 1650.00 Total of Col. No. 7 & 1082.50
Divided by months = = =ee-e- 8 Divided by no. of = —==-e-
6 1tems 4
=775.00 =270.62
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4

STATEMENT NO. A-6
(Fhg 1 Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital {due to
No Conversion of part "A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE i the networth and  1ts OFFER PRICE 1 the networth and
if PAT mcludes return on new capital  1f PAT mcludes return on new capital

AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
! 2 3 4 5 6 7 8
A Number of Equty 91 36 91 56 91 56 91 56 91 56 91 56
Share at the ume of
1ssue
Add Con of Part "A° 56 60 56 60 56 60 56 60 56 60 56 60
Debenture
B Total No of Shares 148 16 148 16 148 16 148.16 148 16 148 16
Net Worth 47708 00 47708 00 47708.00 47708 00 4770800 * 47708 00

Add Face Value of the 3660 00 5660 00 5660 00 5660 00 5660 00 5660 00
total No of new equuty
shares

- Shares premuun of the - - e 5660 00 5660.00 3660 00
tota] No of New Equity
shares
C New Net Worth 33368 00 53368 00 53368 00 59028 00 59028 00 59028 00
D N A V Per Share 36021 360 21 36021 398 40 398 40 398 40
E P A Ta\ As per CCl 8436 69 8436 69 8436 69 8436 69 8436 69 8436 69
Add Return on New 115137 1727 05 2302 74 115137 1727 05 2302 74
Capital
F New PAT 9588 06 10163 74 10739 43 9588 06 10163 74 10739 43
G Eamung per share 64 71 68 60 72 48 64 71 68 60 7248
t Profit Eanung Capacily
Value
-ALTS % Cap  Rate 43140 457 33 483 20 431 40 457 33 483 20
-AL12% " 53925 37167 604 00 53925 57167 604 00
ALI0O% - 647 10 686 00 724 80 647 10 686 00 724 80
SAL8% " 808 87 857 50 906.00 808 87 857 50 906 00
i P arrvalue Based on the
above PECV and NAV
-At 15 % Cap rate 39580 408 77 42170 414.90 427.86 440.80
SALR2Z% 449 73 463.94 482 10 468 80 485 03 501 20
ALI0% ¢ 503 65 352310 542 50 52275 542 20 561 60
-At 8% ¢ 584 54 608 85 633 10 603 63 627.95 652 20
I D=C/B G=F/B H= G

* 100 I=(D+H)”2
Respective Capitalisation rate
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STATEMENT NO. B-6

(Fig 1n Lacs)

Sr Particulars Including New Equuty Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at Converston of part "A’ of debenture) at
its FACE VALUE 1 the networth and  1ts OFFER PRICE m the networth and
if PAT meludes return on new capital i PAT meludes return on new capital
Al AT
50% of 75% of 100% of 50% of 75% of ° 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 6 7 8
A Number of Equty 9136 9156 91 56 91 36 91 36 91 56
Share at the tune of
1ssue .
Add Equity Issue 56 60 36 60 56 60 56 60 56 60 56 60
B Total No of Shares 148 60 148 60 148 60 148 60 148 60 148 60
Net Worth 47708 00 47708.00 47708 00 47708 00 47708 00 47708 00
Add Face Value of the 5660 00 5660 00 3660 00 5660 00 5660.00 5660 00
total No of new equuty
shares
- Shares premaum of the - e - 5660 00 5660 00 5660 00
total No of New Equty
shares
c New Net Worth 53368 00 53368 00 53368 00 39028 00 59028.00 59028 00
D N A V Per Share 360 21 360.21 360 21 398.40 398 40 398 40
1 P A Tax As per CCI 8436 69 8436 69 8436 69 8436 69 8436 69 8436.69
Add Retun on New 575.69 863 33 1151 37 57569 863.53 1151 37
Capital
] New PAT 9012 38 9300.22 9588 06 9012 38 9300.22 9588.06
G FFarmg per share 60 82 6277 64 71 60 82 6277 64 71
H Profit larning Capoeity
Value
-At 13 % capita Rate 405 47 418 47 431.40 405 47 418 47 431 40
-At12% - 506 83 52308 53925 506 83 52308 53925
At 10 % 608 20 627 70 647 10 608 20 62770 647 10
-At 8% 760 25 784 62 808 87 760 25 784 62 808 87
I Fanvalue Based on the
above PRCV and NAV
-At 15 % Caplet Rate 382 84 389 34 395 80 401 93 408 43 414 90
SAt12% ¢ . 433352 441 64 44973 452 61 460 74 468 82
-At 10 % 484 20 49395 503 65 503 30 51303 52275
-At 8% 56023 572 41 584 54 579 32 591 51 603 63
I Bb=C/B G=F/B lI= G
* 100 I=D+H)22

Respective Capitahsation rate



3.8: JAMNA AUTO INDUSTRIES

3.8.1: COMPANY BACKGROUND:

JAMNA AUTO INDUSTRIES was founded in 1955 as a partnership firm It was
taken over on 1* October 1982 by Jamna Auto Industries Private Limited as a
running business and converted in to a public company with the name “Jamna Auto
Industries Limited “on 5™ November 1985 The main objectives of the company are to
import, export, indent, trade in ,bu),', sell, let on hire, repair, clean, store, exchange,
alter, improve, manipulate or otherwise deal in all kinds of automobile machineries
and spare parts, tools accessories etc The object of the issue was to finance the new
unit at Malanpur to manufacture tapered/parabolic springs, stabiliser bars. and coil

spring for automobile suspension systems.

3.8.2: ISSUE HIGHLIGHTS;

The company came out with the Right-cum-Public issue of 10,53,000 12.5% Fully
Convertible Debentures of Rs 200.00 each for cash at par aggregating to Rs.2106.00
lacs As per the terms of Conversion, each debenture would be compulsorily
converted in to S equity shares of the face value of Rs.10.00 each at a premium of Rs

30 OO\per share on the expiry of 6 months from the date of allotment of the debenture.

3.8.3: OVER ALL OBSERVATIONS

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.50 52, Rs.58.73, Rs.66 94 and Rs.79.25
showing underpricing by 20 82%, 31 89%, 40.24% and 49.52% respectively. The
fair values per share at 15%,12%,10% and 8% capitalisation rate as a percentage of
pre-issue average market price were 74 95%, 87 13%, 99.31% and 117 58%
respectively That is the fair values at 12% and 10% are with in the range of 80.00% to
100 00% of the pre-issue average market price While the fairvalues at 15% and 8%

capitalisation rate were not with in the said range

As per the CCI guidelines, the applicable capitalisation rate was 15% as the company is

engaged in manufacturing activity. The issue price was 79 17% of the fair value at
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15% capitalisation rate The offer price per equity share as a percentage of the average

pre-issue market price was 59 34%

Those investors who were lucky enough to receive allotment of shares, got minimum
return of 50 00% and maximum return of 350 00% per equity share during the year
1992 Similarly, during the year 1993, the investors could have realised minimum
return of (12.50%) and maximum return of 87.50% per equity share. As said earlier,
the issue was underpriced at 15%, 12%, 10% and 8% capitalisation rate, meaning
there by that the company has collected less amount by Rs.52.60, Rs.93.65, Rs.
134 70 and Rs 198 75 per F.C.D respectively.

A close look at the market price before and after the issue, throw light on possibility of

price rigging The company came out with the public issue in the month of

February 1992 and the allotment ‘could have been finalised by May 1992 The pre-
issue 6 monthly market price was in the range of Rs.75 00 to Rs.125.00. The post
issue yearly high and low market price also revealed that the company or it's

promoters had not resorted to price rigging.

According to the calculations shown in statement No.U-7, the PEPS stood at 2 08
The company could have charged premium of Rs.2.39, Rs.4.13 and Rs 6.73 per
equity share at the capitalisation rate of 12% 10%, and 8% respectively. Based on the

PEPS, the company can not charge premium - at 15% capitaliszftion rate

The statement No A-7 and C-7 shows that the company could have offered it's equity
shares in the range of Rs 1907 to Rs.398.44 being minimum and maximum
fairvalues respectively, which are worked out based on different combinations

of EPS, NAV, PECV, RONW, capitalisation rate, No. of equity shares etc.

3.8.4 : OBSERVATIONS OF HYPOTHESIS:

It is found that the offer price fixed by the office of the CCI was conservative for this

company

It is also seen that the office of the CCI has followed uniform premium fixation

method for this company.
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It is also observed that, the offer price fixed by the office of the CCI was
underpriced at 15%, 12%, 10% and 8% capitalisation rate by 20 82%, 31 89%,
40 24% and 49 52% respectively

It is also found that the offer price fixed by the office of the CCI was disproportionate
to the market price and book value of the share. The offer price as a percentage to pre

issue market price and book value were 59 34% and 113.05% respectively.
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ANNEXURE 7-X
NET ASSET VALUE (NAY)
Name of the Company : JAMNA AUTQ INDUSTRIES
According to the audited balance sheet as at 31st March 1991,

Rs Rs
(Lacs)y (Lacs)
Total Assets 2043 47 Shareholders fund
Deduet all habilities (1) Equity Capital 140.46
I Preterence capital ml  (2) Free reserves 357.44
2 Secured & unsecured borrowings 120003 Total 497 90
3 Current habihities 34554  Deduct contmgent ml
lhiabilities
4 Contingent liabnlrties nil
Net worth 49790 Net worth 497 90
Add
(1)Fresh capital Issue at Face Value Nil
Total 497 90
Number of shares mcluding Fresh and bonus issue 1407
3538

NAV per share

ANNEXURE 7-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Yeur Profit before tax Profit after tax Dividend declared
1 March 1989 13909 116 99 3343
2 March 1990 15295 128 95 3362
3 March 199] 18193 169 93 3502
Sunple Average 137 99 138 62

or — e

Weighted Average



Average profit belore tax (on the basts of Simple Average)

157.99

Deduct
Provisions for (axation 1937
Avcerage profit after tax 138 62
Deduct Preference dividend mi
Net profit afier tas 138 62
Add Contnibution to profit by fresh 1ssue 1f any nl
Total profit afler tax 138 62
Number of equity share including fresh and bonus 1ssue 1407
Earnmg per share(EPS) ) 985
Profit Earnmg Capacity Value (PECV) at 13 % capitalisation rate
{1¢ by multiplymng EPS by 66)
) 15% 65 66
12% 8208
10% 98 50
8% 123 12
FAIR VALUE CALCULATION
Sr Capitahisation Profit Net Asset Total of Fair Value Remarks
No Rate Eamng Value per Col No(3) Col No.(5)
Capacity share & (4) divided by
Value WO
1 2 3 4 5 6 7
] 15 % 65 66 3538 101 04 50.52
2 12 % 8208 3538 117.46 5873
3 10 % 98 50- 3538 133 88 66 94
4 8 % 123 12 35 38 158 30 79.25
ANNEXURE 7-Z
CALCULATION OF AVERAGE MARKET PRICE
Sr No Year© Month Highest Lowest Monthly Yearly Averageof  Average
Market Market Average Average Monthly Market
Price Price Average Price
] 2 3 4 5 6 7 8 9
I 1989 60 00 12 00 36 00
2 1990 90 00 3600 7000
3 Jun 91 90 00 7500 82 50
4 July 91 92 00 8250 87.25
5 Aug 91 110 00 90 00 100 00 96 20 6740
6 Sep 91 12500 166 00 112 50
7 Oct 91 12500 80 00 102 05
3 Nov 91 105 00 80 00 92 50
Total of Col. No. 6 577.25 Total of Col. No. 7 & 202.20
Divided by months  -—--=--- 8 Divided by no.of = --me—--
6 1tems 3
= 96.20 = 67.40

By
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STATEMENTNO U-7
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORK OUT AS PER
U.S.A. REPORTING SYSTEM.

(FIG INLACS)

- P.E.P.S.
Number of Equity Shares at the time of [une of Issue 14 07
Add T'ull Conversion 52 65

66 72
Profit After Tax 138 62
Larmng Per Share (PLPS) 208
Profit Earmng Capacity Value
At 15 % Capitalisation 13 87
At12 % - 17 33
A0 % - 20 80
A8 % ¢ 26 00
Net Worth 497 80
Net Asset Value Per Share 7 46
Fair Value N
At 15 % Capitahisation Rate 10 66
AL 12 % - 12.39
At 10 % 1413
At8 % - 1673
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STATEMENT NO. A-7

{F1g 1 Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A" of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE 1n the networth and  1ts OFFER PRICE in the networth and
1f PAT mgcludes return on new capital  if PAT ncludes return on new capital
AT AT
30% of 75% of 100% of 30% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A A Number of Equty 1407 1407 14 07 14 07 14 07 1407
Share at the e of
1551
Add Con of Part "A° 5263 52.65 5265 5265 52.65 52.65
Debenture
13 Total No of Shares 6672 6672 66 72 6672 66.72 66 72
Net Worth 497 90 497 90 497 90 497 90 497 90 497 90
Add Face Value of the 326 50 326 50 326 50 526 50 526 50 526 50
total No of new equity
shares
- Shares premium of the - e - 1579 50 1579 50 1579 50
total No of New Equity
shares
C New Net Worth 1024 40 1024 40 1024 40 2603 90 2603 90 2603 90
D N A V Per Share 1535 1535 1533 3902 39.02 3902
E P A Tax As per CCI 138 62 13862 13862 138 62 138.62 13862
Add Return on New 8982 13473 179 64 35928 53892 718 56
Capital .
t New PAT 22874 27335 31826 497 90 677 54 857.18
G Eamung per share 342 410 477 746 1015 12.85
H Profit Earnmg Capacity
Value
-At13% Cap Rate 22 80 2733 3180 4973 67 66 8567
-At12% ¢ " 28 50 3417 3975 62 16 84 58 10708
ALI0% 3420 41 00 4770 74 60 101 50 128 50
-At 8% 4273 5125 5962 9325 126 87 160 62
! Fawrvalue Based on the
above PLLCV and NAV
-At 15 % Cap rate 1907. 21 34 2357 44 37 5334 62 34
-ALI2 % 2192 2476 2755 50 59 61 80 73.05
-At 10 % 2477 2817 31352 56.81 70 26 8376
-Al 8% 29035 3330 3748 6613 8294 99 82
J D=C/IB.G=F/B = G
* 100 I=(D+H)R2

Respective Capitalisation rate
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STATEMENT NO. C-7
(I1g m Lacs)

S Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 1f profit afler tax meludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 30% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 3 6 7 8
A A Number of Equity 1407 1407 1407 1407 14 07 1407
Share at the time of
5stie
Add Con of Part "A° - - - - - e
Debenture
Con of Part *3” Deb - - o - - -
B lotal No of Shares 407 14 07 1407 1407 14 07 1407
C Net Worth 497 90 497 90 497 90 497.90 497 90 497 90
D N A V Per Share 3538 3538 3538 3538 35.38 3538
b P AT Asper CCl 13862 138 62 138 62 13862 138 62 13862
Add  Return on New 89 82 13473 179 64 8982 13473 179 64
Camtal Part A
Retumm  on Premuum - - - 26Y 46 404 19 53892
Amount of new Capital
Part A
! New PAT 228 74 27335 31826 497 90 677 34 837 18
G Earming per share 1625 1942 2262 3538 48 15 60 92
I Profit Fammg Capacits
Value
-AL 13 % Cap rate 108 33 12947 150 80 23587 321 00 406 13
AL12% -~ & 13541 161 83 188 50 294 83 40125 507 67
-ALT0 % 162 30 194 20 22620 353.80 481 50 609 20
-At 8% 203 12 24275 28275 442 25 601.87 761 50
| Favalue Based on (he
above PLECV and NAV
-AU13 % Cap rate 7185 8242 9309 13562 178 19 22075
At12% 0 ot 85 39 98 60 11194 165 10 21831 27152
SALI0% 98 94 1479 13079 194 39 258 44 32229
-At 8% 11925 13907 159 06 238 81 31862 398 44
G
I D=C/IB G=F/B H= * 100 I=(D+H)/2

Respective Capitalisation rate
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3.9 : KHATAU JUNKER LIMITED

3.9.1 : COMPANY BACKGROUND:

KHATAU JUNKER LIMITED was incorporated as a private limited company on 22
December 1964 at Bombay and became a deemed public limited company on 27"
January 1966 Subsequently, the company became a full flagged public limited
company in 1979 The objectives of the company are to manufacture power capacitors,
condensers, malathion technical and metallised P P condensers The object of this issue

was to part finance it's modernisation plan

3.9.2 : ISSUE HIGHLIGHTS:

The company came out with Right-cum-Public issue of 18,22,942, 14.00% secured
fully convertible debenture of Rs.68.00 each for cash at par aggregating to Rs.
+ 1239 60 lacs The said debenture would be converted automatically and compulsorily
in té 2 equity shares of the face value of Rs 10.00 at premium of Rs.24.00 per share at

the end of 9 months from the date of allotment of the debentures

3.9.3: OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values of equity
share were Rs 27 07, Rs 29.41, Rs 31.75 and Rs 35 26 at the capitalisation rate of
15%, 12%, 10% and 8% respectively showing overpricing by 25.60%,15.60%, and

7 08% respectively. At 8% capitalisation rate the offer price was nearly properly *

priced The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a
percentage of pre-issue average market price was 53.30%, 57.91%, 62.52% and
69 43% respectively, i e, none of these fair values were in the range of 80.00% to
100.00% of the pre-issue average market price As per the CCI guidelines, the
applicable capitalisation rate was 15%, the company being a manufacturing concern.
At 15% capitalisation rate the issue price was 125 60% of the fairvalue, i.e the
issue was overpriced The issue price as a percentage of pre-issue average market

price was 66 95%
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Those investors who were lucky enough to receive allotment, got minimum return
of 43 38% and maximum return of 157 35% per equity share during the year
1991 Similarly, during the year 1992, the investors could have realised minimum
and maximum return of 1029% and 458.82% respectively As said earlier, the
issue was overpriced at 15%,12% and 10% capitalisation rate meaning there by that
the company has collected excess amount by Rs 13.86, Rs 9 18 and Rs 4 50 per
F C D respectively

A close look at the market price before and after the issue throw light on possibility of
price rigging The company came out with public issue in the month of February
1991 and":'t’ne allotment could have been finalised by May 1991 The pre-issue 6

L e

monthly market prices were in the range of Rs3700 to Rs.44.00. Right from the

May 199 wo February 1992, the market price of the company’s share was in the
ange of s 5173570 Rs.87 50 The post issue yearly high and low market prices

also revea! that the cempany or it’s promoters had not resorted to price rigging.

According to .he calcuivions shown in statement No U-8, the PEPS stood at Rs.
0.38 Acco dingy, the corrany can not charged premium at all In fact the company

could have issued the debentures at discount, based on P.E.P.S. calculations.

The statement No A-c and C-8 shows that the company could have offered it's equity
share in the range 0.'Rs 12.60 to Rs 220 95 being minimum and maximum fairvalues
respectively which ar. worked out based on different combinations of EP S, N A.V,

PECV, R O N W, capita'isation rate, No of equity shares etc

3.9.4 : OBSERVATIOS HF HYPOTHESIS:

It is observed that th» offer price fixed by the office of the CCl was not

conservative for this company

For this company also. the oflice of the CCI has followed uniform premium fixation

method
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It 1s seen that the offer price fixed by the office of the CCI was overpriced at 15%,
12%. and 10% capitalisation rate by 25 60%, 15.60%, and 7.08% respectively, but it

was underpriced at 8% capitalisation rate by 3 57% only

/
The offer price fixed by the office of the CCI was highly disproportionate to the ‘3
market price of the share It is also observed that the issue price as a percentage of

pre-issue market price and book value was 68.92% and 96 01% respectively
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ANNEXURE 8-X
NET ASSET VALUE (NAY)
Name of the Company : KHATAU JUNKAR LIMITED
According to the audited balance sheet as at 31st March 1990,

Rs

(Lacs)
Total Assets 1347 92
Deduct all habilities
1 Preference capital o ml
2 Secured & unsecured borrowings 66 47
3 Current habilities 942 86
4 Contingent habjhties il
Net worth B 338 39
Add
{ 1)l resh capital Issue at Face Value

Total
Number of shares mcludmg Fresh and bonus wssue
NAV per share

sharcholders fund

(1) Equuty Capital

(2) Free reserves

Total

Deduct contingent
habihiies -

Net worth

Nil
33839
9 56
3541

Rs
(Lacs)
95 61
242 98

338.59
nil

ANNEXURE 8-Y
PROFIT EARNING CAPACITY VALUE (PECY)

Year Profit before tax Profit after tax Dividend declared
1 December 1985 2363 2363 713
2 December 1986 12 59 1259 —
3 December 1987 022 017 e
< March 1989 2419 2037 14 34
5 March 1990 98 12 77 62 2390
Simple Average 3175 26 87

or m— e

W&‘thl(‘&i Avctage



Average profit before tas (on the basts of Sumple Average)

Deduct

Provisions for tanation 488
Average profit after tax 26 87
Deduct Preterence dividend il
Net profit after tax 2687
Add Contribution to protit by fresh 1ssue if anv nil
Total profit afer tax ' 2687
Number of equity share meluding fresh and bonus 1ssue 936
Earnng per share(EPS) 281
Profit Farming Capacity Value (PECV) at 13 % capitalisation rate
(1 e by multplymg EPS by 66)
13% 1873
12% 2342
10% 2810
8% 3512
FAIR VALUE CALCULATION
Sr Capitahisation Profit Net Asset Totalof ~ Far Value Remarks
No Rate LEaming Value per Col No{(3) Col No.(5)
Capacity share & (4) divided by
Value . two
] 2 3 4 5 6 7
1 15 % 1873 3541 54 14 2767
2 12 % 2342 3541 58 83 29 41
3 10 % 28 10 3541 6351 3173
4 8 % 3512 3541 70 53 3526
ANNEXURE 8-2
CALCULATION OF AVERAGE MARKET PRICE
Sr No Year Mouth Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
i 2 3 ) 5 6 7 8 9
1 1988 4300 900 26 00
2 1989 7000 2000 4500
3 1990 130 60 35123 90 62
4 . Jul 90 40 00 3700 38 50
5 Aug Y0 40 00 3800 3900
6 Sep 90 48 00 40 00 44 00 41 50 5078
7 Oct 90 48 00 4000 44.00
8 Nov 90 4300 4100 4200
9 Dec 96 43 00 40 00 4150
Total of Col. No. 6 249.00 Total of Col. No. 7 & 203.12
Divided by months = —e-w-- 8 Divided by no.of |  ~--w--
6 1tems 4
= 41.50 = 50.78
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STATEMENT NO. U -8
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

L (FIG INLACS )
P.E.P.S.
Number of Lty Shares at the time of Time of Issue 956
Add  Full Conversion 36.45
@601
Profit After Tax 26 87
farnmg Per Share (PEPS) 058
Profit Earming Capacity Value
At 13 % Capitalisation 386
A2 % 483
At % 580
A8 % ¢ 725
Net Worth 338 69
Net Asset Value Per Share 7.36
T air Value
At 15 % Capitahisation Rate 561
A2 % - 609
ALI0 % - 6.58
At8 % - 7 30

i
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STATEMENT NO. A -8

(F1g 1n Lacs)

St Particulars Including New Fquity Capital (due to Including New Equity Capital (due to
No Conversion of part 'A” of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE m the networth and  1ts OFFER PRICE i the networth and
if PAT includes return on new capital 1t PAT includes return on new capital
Al Al
50% of’ 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| 2 3 4 3 6 7 8
A A Number of Equty 9.56 Y 36 956 956 956 956
Share at the ume of
sue
Add  Con of Part “A° 36 46 36 46 36.46 _ 36.46 36 46 3646
Debenture ,
B Total No of Shares 46 02 46 02 46 02 46 02 46 02 46 02
Net Worth 338359 33859 338 59 338 59 33859 338 59
Add Face Value of the 364 60 364 60 364 60 364.60 364 60 364 60
total No ol new equty
shares
- Shares premium of the — - - 87500 875 00 875 00
total No of New Equity
shares
C New Net Worth 703 19 703 19 703 19 703 19 703 19 70319
D N A V Per Share 1528 1528 1528 3429 34.29 3429
L P A Tax As per CCl 26 87 26 87 26 87 26 87 26 87 26 87
Add Return on New 4178 62 67 83 56 142 05 21308 284 11
Capual
1 New PAT 68 83 89 54 110 43 168 92 23995 31098
G Earning per share 149 194 240 367 5.21 673
1 Protit Earming Capacity
Value
-At15% Cap Rate 993 1293 16 00 - 2447 3473 4500
SALI2% - 12 41 16 16 2000 30 58 43 4] 56 23
-ALTO% 14 90 19 40 24 00 3670 5210 67.50
-At 8% 18 62 2425 3000 4587 65 12 8437
i Farrvatue Based on the
above PFCV and NAV
-At 13 % Cap rate 12 60 410 1564 2938 3451 39 64
“A12% ¢ 1384 1572 17 64 3243 38.85 4527
At 10 % 1509 17 34 19 64 3549 43.19 50.89
-Al 8% 16 95 1976 2282 40.08 4970 5933
J D=C/B G=F/B = G .
* 100 - I=(D+H)2

Respective Capritahisation rate

138



STATEMENT NO. C-8
(Lig o Lacs)

St Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 11 profit afler tax mcludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 30% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| 2 3 4 5 6 7 8
A A Number of Equty 9 56 9 36 9 56 956 956 9 56
Share at the tume of
158U
Add Con of Part "A° - - — - - -
Debenture
Con of Part “B” Jeb — . - — e -
B fotal No of Shares 956 956 936 9 56 956 956
C Net Worth 33859 33859 33859 33859 33859 33859
D N A V Per Share 3541 54 3541 3541 3541 3541
{ P A1 AsperCCl 26 87 26.87 26 87 26 87 26 87 26 87
Add  Return on  New 4178 62 67 83 36 4178 62 67 83 56
Capttal Part A
Return on Premuum — —— —— 100 27 150.41 200 55
Amount of new  Capital
Part A
I New PA L 68 63 89 54 11043 168 92 23995 31098
G Larming per share 718 930 1155 17 66 2509 3252
1 Profit Tamimg Capauty
Vaulue
-At 15 % Cap rate 47 86 62 40 7700 1773 167 26 216 80
A2 % : 59 83 78 00 96 23 147 16 209 08 21700
-AL 1O % 71.80 93 60 11550 176 60 250 90 32520
-Al 8% 8975 117 00 144 37 22075 31362 406 30
I Farrvalue Based on the
above PECY and NAV
-At 15 % Cap rate 4163 48 90 56 20 76 57 101 33 126 10
ALI2% - 47 62 56 70 6583 9128 122.24 15320
-At ) % 53060 64 30 7545 106 00 143 15 180 30
-At 8% 62 38 76 20 89 89 128 08 174 51 220.95
G
F'D=C/B G=F/B H= * 100 I=(D+H)/2

Respective Capitalisation rate

139



3.10 : LLOYDS STEEL INDUSTRIES LIMITED

3.10.1 : COMPANY BACKGROUND:

LLOYDS STEEL INDUSTRIES LIMITED was incorporated as a private limited
company on 27" April 1970 and converted in to a public limited company on 3" June
1986 under the Companies Act 1956. The main objectives of the company are to
carry on business as manufacturers, importers, exporters, dealers, distributors,
commission agents, wholesale and retail dealers in E.R.W. Tubes, iron and steel

metal, steel alloys, scrap, pipes etc The object of the issue was to part finance the

integrated steel plant to manufacture flat products

3.10.2 : ISSUE HIGHLIGHTS:.

The company made a Right-cum-Public issue of 32,91,854, 14% secured fully
convertible debentures of Rs.350 00 each for cash at par aggregating to Rs.
11521.49 lacs. As per the Conversion terms given in the prospectus paﬁ-qI of Rs.
175 00 of each debenture would be automatically and compulsorily converted into 5
fully paid up equity shares of the face value of Rs 10 00 each for cash at a premium of
Rs 25 00 per equity share on the expiry of 9 months from fhe date of allotment. The
part-II of Rs.17500 would be converted into such number of equity shares of
Rs.10 00 each at such premium to be determined by the office of the CCI after 24

months from the date of allotment

3.10.3 : OVERALL OBSERVATIONS::

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 30.54, Rs. 35 11, Rs 38.17 and Rs. 46.52
showing overpricing by 14 60% and underpricing by 0.31%, 8.30%, and 24.76%
respectively . The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate
as a percentage of pre-issue average market price was 53 57%, 61.59%, 66 96% and
81 61% respectively That is, except the fairvalue at 8% capitalisation rate, none of
the fairvalue were with in the range of 80.00% to 100.00% of the pre-issue average

market price
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As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern, At 15% capitalisation rate the issue price was
114 60% of the fairvalue, ie, it was moderately overpriced. The offer price as

percentage of pre-issue average market price was 61.40%.

Those investors who were lucky enough to receive allotment, got minimum return of
(2 85%) and maximum return of 257.14% per equity share during the year 1992. As
said earlier, the issue was ove;priced at 15 % and underpriced at 12%,10% and 8%
capitalisation rate meaning thereby that the company has collected excess amount by

Rs 44 60 and less amount by Rs 1.10, Rs.31.70 and Rs.115 20 per F C D. respectively.

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue iﬁ the month of October 1990
and the allotment could have been finalised by January 1991 The pre-issue six
monthly market price were in the range of Rs.36 00 to Rs.44.00. The post-issue
yearly high and low market price also revealed that the company or it’s promoters

had not resorted to price-rigging

According to the calculations shown in statement  No U-9, the PEP.S. and:
FDEPS. stood at Rs1.29 and RsO0 73 respectively Accordingly, the company
could not charge premium at the capitalisation rate of 15%, 12%, and 10% on the
basis of P.E.P.S. calculations The company could have charged premium of Rs.0.95
only at 8% capitalisation rate based on the PEP S calculations, While on the basis

of FDEP S, the company has to issue it’s share at discount. f

The statement No A-9 to D-9 shows that the company could have offered it’s
equity share in the range of Rs 12.63 to Rs 464 15 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECV, N AV, capitalisation rate, R O.N.W_, no.of equity shares etc.

3.10.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.CI was

conservative based on the fairvalue calculations.
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It 1s also seen that, for this company too. the office of the CCI has followed uniform

premium fixation method

It is found that the offer price fixed by the office of the CC1 was overpriced by
14 60% and underpriced by 0 31%, 8 30%, and 24 76% at 15%,12%,10% and 8%

capitalisation rate respectively

It is also observed that the offer price as a percentage of book value and pre-issue
average market price were 142 56% and 61 40% The offer price were

disproportionate to the average market price and book value per share
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ANNEXURE 9-X
NET ASSET VALUE (NAV)
Name of the Company : LLOYDS SHEFL INDUSTRIES LTD
According te the audited balance sheet as at 31st March 1996.

Rs Rs
{1 zfcs) (Lacs)
Lotal Assels 733870 shareholders fund .
Deduct all habihues (1) Equity Capital 506 25
1 Preference capital m}  (2) Free reserves 73675
2 Secured & unsecured borrowings 1374 37  Total 1243 G0
3 Current habilities 4721 33 Deduet contngent ml
liabilities
4 Contmgent habilities mi o
Net worth 124300  Net worth 124300
Add
{ Dilresh caprtal Issue at Face Value Ni
Total 1243 60
Number ol shares mcluding Fresh and bonus ssue 3062
NAV per share 2455
ANNEXURE 9-Y
PROFIT EARNING CAPACITY VALUE (PECV)
Year Profit before tax Profit afler tax Dividend declared
I March 1988 127 87 85 87 74 25
2 March 1989 32146 241 46 84 37
3 March 1990 43703 365 03 126 56
Simple Average 29545 23079
or
Weighted Average 34698 277 31
Average profit before tax (on the basis of Weighted Average) 346 98
Deduct
Provisions for tanation 69 67
Average profit afler tax 27731
Peduet Preference dividend nil
Net profit after tax 277 31
Add  Comtribution to protit by {resh ssue 1f any ml
Fotal profit afler tax 277 31
Number ol equuty share meluding fresh and bonus 1ssue 50 62
Larnmg per share(1:PS) 548
Profit Earming Capacity Value (PECV) at 15 % caprtalisation rate
(1e by muluphing EPS by 66
15% 3653
12% 4567
0% 5180
8% 68 50
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Assel Total of Fair Value Remarks
No Rate Earnmg Value per Col No(3) Col No (5)
Capacity share &4 divided by
Value {wo
| 2 3 4 3 0 7
j 15 % 36 53 2455 61 08 3054
2 12 % 45 67 2455 7022 3511
3 10 % 51 80 2455 76 34 3817
4 8 % 68 50 24 33 93 04 46 32
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' ANNEXURE 9-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Yeur Month Hhighest Lowest Monthly Yearly Average of  Average
Market Market Average 1 Average Monthly Market
) Price Price L Average Price
i 2 3 4 5 6 7 8 9
! 1988 46 00 17 00 3130
2 1989 12500 3800 8150
3 1990 100 00 5100 75 50 .
-+ March 90 4300 3600 3950
5 April 90 4400 3800 4] 00
O Mav 90 -] 00 3700 3900 39 50 5700
7 June 90 3900 3700 3800
3 July 90 4100 3800 3950
Y Aug 90 43 00 37 G0 40 00
Total of Col. No. 6 237.00 Total of Col. No. 7 & 228.00
Divided by months = -—---- § Divided by nc.of = ----—-
6 1tems 4
= 39.50 = 57.00

STATEMENT NO. U-9
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.
{FIG INLACS)

P.E.P.S. F.D.E.P.S.
Number of Fquity Shares at the time of 'tme of Issue 50 62 50 62
Add  Part A” Conversion 164 59 164 58
Part 13" Conversion 164 58
21521 . 37980
Profit After Tax 277 31 277 31
Larmng Per Share (PLPS) 129
Larming Per Share (FDITPS) 073
Profit Larning Capaciiy Value
At 15 % Caprtalisation 860 487
AL12 % 1075 608
ALIO % 12 90 730
At8 % 16 12 912
Net Worth 1243 00 1243 00
Net Asset Value Per Share 578 327
Farr Vahie
AL 13 % Caputahsation Rate 719 407
At 12 % 826 467
AL10 % 934 5289
AL % 10 85 619
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STATEMENT NO. A-9

(Fig_m Lacs)

Sr Particulars Including New Equty Capital (due to  Including New Equity Capital (due to
No Converston of part "A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE 1 the networth and  1ts OFFER PRICE in the networth and
1f PAT 1ncludes retumn on new capttal  1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 3 6 7 8
A " A Number of Equity 50 62 50 62 50 62 50 62 50.62 50 62
Share at the time of
185UC
Add Con of Part "A” 164.59 164 59 164 59 164 59 164 59 164.59
Debenture .
B Total No of Shares 21521 21521 215.21 21521 21521 21521
Net Worth 1243 00 1243 00 124300 1243.00 124300 1243 00
Add Face Value of the 1643 92 1645 92 1645 92 1645.92 1645 92 1645 92
total No of new equity
shares
- Shares prenuum of the — - - 4114.83 4114 83 4114 83
total No.of New Equity
shares
C New Net Worth 2888 92 2888 92 2888 92 7003 75 7003.75 7003 75
D N A V Per Share 13.42 1342 1342 3254 3254 3254
E P A Tax As per CCI 277 31 277 31 277 31 277.31 277 31 27731
Add Retum on New 241 62 362 10 483 24 84570 1268 51 1694.40
Capital
r New PAT 51813 639 41 760 55 1123.01 1545 82 1968 71
G Lamung per share 240 297 354 521 718 914
H Profit Lzaming Capacity
Value
-At15% Cap Rate 16 00 19 80 23.60 3473 4787 6093
SAL[2% . 2000 2475 2950 4341 59.83 76.17
A% - 24 00 2970 35.40 5210 71 80 9140
AL 8% - 3000 3712 44 25 65.12 8975 11425
I Fairvalue Based on the
above PECV and NAY
-AU15 % Cap rate 1471 16 61 ‘18 51 3361 40 20 4673
At12% v 16 71 1008 21 46 3797 4618 54.35
-At 10 % 18.71 2136 2441 4232 52.17 6197
-At 8% 217 2527 2883 4883 61.14 73.39
I ' D=C/B G=F/B II= G
* 100 [=(D+H)/2

Respective Captalisation rate
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STATEMENT NO. B-9

(Fig m Lacs)

Inctuding New Equity Caprtal (due to

S Partiendars Including New Equity Capital (due to
No Conversion ol part "A” of debenture) at - Conversion of part A’ of debenture) at
its FACE VALUE m the networth and  1its OFFER PRICE i the networth and
if PAL weludes retum on new captal  1f PAT mcludes retumn on new capital
AT Al
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A A Number of Equity 5062 5062 50 62 50 62 50.62 5062
Share at the time  of
155U
Add Con of Part "A 164 59 164 39 164 59 164 539 164 59 164 59
Debenture
Con of Part B” Deb 164 39 164 39 164 39 164 59 164 59 164 59
B lotal No of Shares 37980 379 80 379 80 379 80 379 80 379 80
Net Worth 1243 00 1243 00 1243.00 1243 00 1243.00 1243.00
Add Face Value of the 3291 80 3291 80 3291 80 329180 . 3291.80 329180
total No ol new equity
shares
~ Shares prenuum of the - —— - 822970 822970 822970
total No of New Equity
shares
C New Net Worth 4534 80 4534 80 4334 80 12764 50 12764 50 12764 50
D N. A V Per Share 1194 1194 1194 3336 3356 3356
L P AL Tax As per CCY 277 31 277 31 277 31 277 31 277 31 277 31
Add Retum on New 48324 724 20 966 48 1691 40 253702 3382 80
Cupttal
I New PA' 760 53 1001 31 1243 79 1698 71 2814 33 3660 11
G Farmg per share 200 264 327 447 741 963
I Profit Larming Capauty
Vidue
At % Cap  Rate 1333 1760 2180 29 80 49 40 64 20
A% - 16 67 2200 2725 37125 6175 8025
AL 10 9% 2000 26 40 3270 4470 74 10 96 30
At 8% 2500 3300 40 87 5587 9262 120 37
! Farrvalue Based on the
above PECV and NAV
At 13 % Cap rate 1263 1477 16 87 3368 41 48 48 88
-At 12 % 14 30 16 97 19 59 35 40 4763 56 90
-ALI0 % 1597 19 17 2232 3913 5383 64 93
-Al 8% 18 47 2247 26 40 44 71 6309 76 96
I D=C/B G=F/B H= G
* 100 I=(D+H)2

Respective Capitalisation rate

146



STATEMENTNO. C-9
(F1ig m Lacs)

Sr Particulars Excluding the convertible seeurities from the total number of paid up equity
No shares and 1f profit afler tax mcludes retum on new capital at
Face Value at Offer Price at

0% of 75% of 100% of 50% of 75% of 100% of

RONW RONW RONW RONW RONW RONW

| 2 3 4 5 6 7 8
A A Number of Equity 5062 30 62 50 62 50 62 50 62 50 62
Share at the tme  of .
1Sste
Add  Con of Part "A’ - — — o - -
Debenture
Con of Part "B™ Deb - ——— — - - -
B Total No of Shares 3062 3062 50 62 50 62 50 62 50 62
: Net Worth 124300 1243 00 1243 00 124300 1243 00 1243 00
D N AV PerShare 2435 24 53 24 55 24 55 24 55 24 55
I P AT AsperCCl 277 31 - 27731 277 31 277 31 277 31 277 31

Add  Return on New 24162 362 10 483 24 241 62 362 10 483 24
Captal Part A

Return on Premium - - - 604 08 906 41 1208 16
Amount of new Caputal -
- Part A
I New PAT 31813 639 41 760 35 112301 154582 196871
G Earmng per share 1023 1203 1502 2218 3053 3889
I Profit Larmng Capacity
Value
-AU13 % Cap rate 68 20 84 20 100 13 147 87 203 53 25926
AL2% ¢ 8525 105 23 125 16 184 83 254 41 32408
ALY 102 30 126 30 130 20 221 80 305 30 388 90
-AL8% - 12787 13787 18775 27723 38162 486 12

I Farvalue Based on the
above PECV and NAV

A3 % Cap rate 46 37 3437 62 34 8621 114 04 141 90
At2% ¢ 54 90 04N 74 85 104 69 13948 174 31
A% 6342 7542 8737 12317 164 92 206 72
AL 8% ¢ 76 21 91 21 106 13 150 90 203 08 25533
G
I D=C/B G=F/B H= * 100 I=(D+H)/2

Respective Capitahisation rate
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STATEMENT NO.D-9

(1 m Lacs)

Sr Yarticulars Excluding the convertible securities from the total number of paid up equity
No shares and 1f profit after tax meludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 6 7 8
A A Number of Equty 5062 30 62 5062 50 62 50 62 50 62
Share at the time  of
tsstie
Add  Con of Part *A° - - —— — - —
Debenture
Con of Part "B™ Deb - - - - - -
B Total No of Shares 5062 30 62 50 62 50 62 5062 50.62
C Net Worth 1243.00 124300 1243 00 1243 00 1243.00  1243.00
D N A V Per Share 24 55 2455 24 55 24 55 24.55 24.55
E P AT AsperCCl 27731 277 31 277 31 277 31 277 31 277 31
Add: Return on New 483 24 724 20 966 48 1208 16 181282 241632
Capital Part A
Return  on Premium - - - 1691 40 253702 338280
Amount of new Capital
Part A
I8 NewPAT 760.55 1001 51 124379 1968 71 2814.33 3660 11
G Earmng per share 1502 1978 24 57 3889 5559 72 30
I Profit Eamung Capacity
Value
-At 13 % Cap rate 100 13 131 87 163 80 25926 370 60 482 00
-AL12 % " 125 16 164 83 204 57 32408 463 25 602 50
-At 10 % 15002 197 80 24570 388 90 55590 72300
-At 8% 18775 24725 30712 486 12 694 87 903 75
I Farrvalue Based on the
above PECV and NAV
<AL 13 % Cap rate 62 34 78.21 94.17 141 90 197 57 25327
At12% - v 74 85 94 69 114 56 174.31 243 90 31352
-ALI0 % 8728 117 13512 20672 290.22 373.77
-Al 8 % 106 15 13590 165 83 255.33 359 71 464 15
G
I D=C/B G=F/B H= * 100 I=(D+H)/2

Respective Capitahsation rate
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3.11 : MAX INDIA LIMITED

3.11.1: COMPANY BACKGROUND:

MAX INDIA LIMITED was incorporated as a public limited company on 5"
February 1982 at Punjab under the Companies Act 1956 The company is engaged in
manufacture of 6-Amino penicillanic Acid (6-APA) a drug intermediate used in the
manufacture of semi-synthetic penicilline and of Amoxycillin Trihydrate. The

object of the issue was to part finance it’s diversification plan

3.11.2 :ISSUE HIGHLIGHTS :

The company made a Right-cum-Public issue of 16,76,475, 12.5% secured fully
convertible debentures of Rs 80 00 each for cash at par aggregating to Rs.1341.18
lacs As per the terms of offer, part-I of each fully paid up debenture would be
automatically and compulsorily converted into one fully, paid up equity share of the
face value of Rs.10 00 each for cash at':a premium of !({s 30.00 perb equity share on
expiry of 6 months from the date of aliot:mem Similaﬂy, part-II of the debenture
representing Rs.40.00 would be converted into one fully paid up equity share of the
face value of Rs 10.00 each at premium of Rs 30.00 on expiry of 12 months from

the date of allotment of the said debenture.

+3.11.3 :OVERALL OBSERVATIONS:
According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 33.26, Rs 38 81, Rs.44.36 and Rs.52.69
showing overpricing by 20.26% and 3 06% and underpricing by 9 82% and 31 72%
respectively The fairvalue per share at 15%,12%,10% and 8% capitalisation rate as a
percentage of pre-issue average market price was 47.47%, 55.39%, 63.31% and
75 20% respectively That is, none of these fairvalues were with in the range of

80 00% to 100 00% of the pre-issue average market price.

i

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
120 26% of the fairvalue, i.e it was overpriced The offer price as percentage of pre-

issue average market price was 57 09%
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Those investors who were lucky enough to receive allotment, got minimum return of
300 00% and maximum return of 837 50% per equity—‘ share durin\g#g the year 1992.
Similarly during the year 1993, the investors could have realised returﬁ in the range of
200 00% to 475.00% As said earlier, the issue was overpriced at 15% and 12%
capitalisation rate and underpriced at 10% and 8% capitalisation rate meaning
thereby that the company has collected excess amount by Rs.13.48 and Rs.2.38 and
less amount by Rs 8 72 and Rs 25 38 per F C D. respectively.

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of February 1991
and the allotment could have been finalised by May 1991 The pre-issue six monthly
market prices were in the range of Rs.65.00 to Rs 105.00. The post-issue yearly high
and low market price also revealed that the company or it’s promoters had not

resorted to price-rigging

According to the calculations shown in statement No U-10,the PEP.S. and
FDEPS stood at Rs415 and Rs3.02 respectively Accordingly, the company
could have charg;ed premium of Rs.10.74, Rs 14.20, Rs.17.66 and Rs.22.84 per share
at the capitalisation rate of 15%, 12%, 16% and 8% on the basis of PE.P.S.
calculations While on the  basis of F.D E P.S. calculations, the company could have
charged premium of Rs.5.09, Rs 7 60, Rs.10 12 and Rs.13.90 at 15%, 12%, 10% and

8% capitalisation rate respectively.

The statement No A-10 to D-10 shows that the company could have offered it’s
equity share in the range of Rs20 18 to Rs.131 44 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EP S, PECV, N.AV, capitalisation rate, R O.N W, no.of equity shares etc

3.11.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.C.I. was not

conservative based on the fairvalue calculations i
, i

It is also seen that, disregarding the type of industry ,for this company too, the office

of the CCI has followed uniform premium fixation method
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It is found that the offer price fixed by the office of the C.C.1. was overpriced at 15%
and 12% capitalisation rate by 20 26% and 3 06%, while the same was underpriced

at 10% and 8% capitalisation rate by 9 82% and 31.72%.

It is also observed that the offer price as a percentage of book value and pre issue
market price were 180.75% and 57.09% The offer price were disproportionate to the

average market price and book value per share.
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ANNEXURE 10-X
NET ASSET VALUE (NAY)
Name of the Company : MAX INDIA LIMITED

According to the audited balance sheet as at 31st March 1990,

Rs Rs
(Lacs) (Lacs)
Total Assets 342002 shareholders fund .
Deduct all habrhties (1) Equity Capital 278.75
1 Preference capital m! (2) Free reserves 338.06
2 Secured & unsecured borowings 51525 Total 616.81
3 Curmrent habilities 228796  Deduct contingent il
liabilities
4 Contingent habilities mi
Net worth 616 81  Net worth 616 81 .
Add
(1)Fresh capital Issue at Face Value Nil
Total 616 81
Number of shares including Fresh and bonus 1ssue 2787
NAV per share 2213
ANNEXURE 10 -Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax Profit afier tax Dividend declared
I March 1987 120.10 10110 36.00
2 March 1988 16526 13926 5575
3 March 1990 288 68 244.68 8363
Simple Average 191 35 161 68
or
Weighted Average 21944 185 61
Average profit before tax (on the basis of Weighted Average) 219 44
Deduct
Prowvisions for taxation 33.83
Average profit after tax 185 61
Deduct. Preference dividend il
Net profit afler tax 185.61
Add Contnbution to profit by fresh issue 1f any nil
Total profit atter tax . 18561
Number of equity share mcluding fresh and bonus ssue 2787
Earning per share(EPS) 6.66
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(1 e by muluplymg EPS by 66)
153% 44 40
12% 5550
10% 66 60
8% 8325
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earming Valueper  Col No(3) Col No (5)
Capacity share & (4) divided by
Value tWo
| 2 3 4 5 6 7
1 13 % 44 40 2213 66 53 3326
: 12% 5550 2213 7763 3881
3 10% 66 60 2213 88 73 44.36
4 8 % 83 25 2213 105 36 52 69
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ANNEXURE 10-Z

CALCULATION OF AVERAGE MARKET PRICE

Sr No Yeur Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
] 1988 5800 3000 44 00
2 1989 94 00 5300 73 50
3 1990 105.00 65 00 8500
4 Julv 90 7200 67.00 69 50
5 Aug 90 80 00 65 00 72 50
6 Sept 90 160 00 70 00 8500 7775 70.06
7 Oct 90 105 00 70 00 87.50
8 Nov 90 87.00 72 00 79 50
9 Dec 90 8000 63 00 72 50
Total of Col. No. 6 466.50 Total of Col. No. 7 & 280.25
Divided by months = «--=w- 8 Divided by no.of = = wemeea
6 items 4
= 77.75 = 70.06

STATEMENTNO. U- 10

CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

— (FIG. IN LACS)
P.E.P.S. F.D.EPS.
Number of Equity Shares at the time of I'ime of Issue 27 88 27 88
Add  Part "A’ Conversion 1676 1676
Part 'B" Conversion 1676
44 64 6140
Profit After Tax 185 61 185 81
Eaming Per Share (PEPS) - 415
Earming Per Share (FDEPS) 3.02
Profit Earnmg Capaceily Value
At 15 % Capitalisation 27 67 2013
At12 % 34 58 25.16
AL10 % 41 50 3020
At8 % 5187 3775
Net Worth 616 81 616 81
Net Asset Value Per Share 1382 10.05
Fair Value
At 5 % Capitahsation Rate 2074 1508
AL12 % 2420 17.60
At 10 % 27 66 2012
A8 % 3284 2380
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STATEMENT NO. A-10 .

{Fig. in Lacs)
Sr Particulars Including New Equity Capital (due to  Including New Equty Capital (due to
No Conversion of part 'A” of debenture) at  Conversion of part A’ of debenture) at
its FACE YALUE i the networth and  its OFFER PRICE in the networth and
if PAT mcludes retum on new capital  if PAT wmcludes return on new capital
AT - AT .
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] ‘2 3 4 5 6 7 8
A A Number of Equily 27 88 2788 2788 2788 2788 2788
Share at the tume of
1s5ue
Add . Con. of Part "A” 16 76 16,76 1676 1676 16 76 1676
Debenture
B Total No of Shares 44 64 44 64 44 64 44 64 44.64 44.64
Net Worth 616 81 616 81 616 81 616 81 616.81 616 81
Add Face Value of the 167 60 167 60 167 60 167.60 167 60 167 60
total Ne of new equity
shares
- Shares premuum of the - —- — 502 80 502 80 502.80
lotal No of New Equity
shares ’
C New Net Worth 784 41 784 41 784 41 1287 21 1287 21 1287.21
D. N. A V Per Share 17 57 17 57 1757 28.83 28 83 28 83
E P A Tax As per CCI 185.61 18561 185 61 185.61 185.61 18561
Add Return on New 2196 3293 4392 87.82 131.73 17571
Caprtal .
F NewPAT 207 57 218 54 22923 27343 31734 361 32
G Earming per share 465 489 513 612 712 8.09
il Profit Farmnmg Capacity
Value
At 15% Cap Rate 3100 32.60 3420 40 80 47.33 5393
At1R2% ¢ - 3875 4075 4275 5100 59.16 6741
ALI0% - 46 50 48 90 51.30 6120 71.00 80 90
At 8% v - 58 12 6112 64 12 76.50 88.75 101 12
I Fairvaluc Based on the
above PECV and NAV -
-At 13 % Cap rate 2428 2508 2588 34.81 3257 41.38
At12% ¢ 28 16 2916 3016 3991 43.99 48.12
-AL 10 % 3203 3323 3443 4501 49 91 54 86
Al 8% 3784 39 34 40 84 52 66 5879 64.97
I D=C/B G=F/B H= G
* 100 I=(D+H) 12

Respective Capitalisation rate
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STATEMENT NO. B- 10

{Fig 1 Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part "A” of debenture) at
its FACE VALUE 1 the networth and  1ts OFFER PRICE 1n the networth and
if PAT ncludes return on new capital of PAT includes return on new capital
AT AT
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 g
A A Number of Equity 2788 27 88 2788 2788 27 88 27 88
Sharc at the tme of
1ssue
Add Con of Part "A’ 1676 16 76 16 76 16 76 16 76 16 76
Debenture
Con of Part "B> Deb 16 76 16 76 16 76 16 76 1676 16 76
I3 Total No of Shares 6140 6140 6140 6140 61,40 61 40
Net Worth 010 8! 616 81 616 81 616 81 616 81 616 81
Add Face Value of the 33520 33520 33520 33520 33520 33520
total No of new equity
shares
- Shares premium of the . —— - 1005 60 1005 60 1005 60
total No of New Equaty
shares
C New Net Worth 952 01 932 01 952 01 1957 61 1957 61 1957.61
D N A V Per Share 1550 1550 1550 31.88 3188 3188
E P A Tax As per CCI 185 61 185 61 185 61 185 61 185 61 185 61
Add Return on New 43.91 65 86 87.86 175 64 262 46 35142
Capital
F New PAT 229 52 25147 27347 36125 449 07 537.03
G Larmng per share 373 409 445 588 731 874
H Profit Barmmg Capacity '
Value -
-At153% Cap Rate 24 80 27.27 2967 3920 4873 58206
AL12% ¢ - 3108 3408 37.08 4900 60.91 7283
-AL 10 % 3730 4090 . 44 50 58 88 73 10 8740
-At 8 % 46 62 3112 5562 73 50 9137 109 25
I Farrvalue Based on the
above PECV and NAV
-At 15 % Cap rate 2018 2138 2258 3554 4030 4507
At12% v 2329 2479 26 29 40 44 46 39 5235
ALI0% - 2640 2820 3000 4538 52 46 5964
-Al 8% 3106 3331 3556 5269 6162 70 56
I BD=C/B G=F/B l= G
* 100 I=(D+H)2

Respective Capitalisation rate
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STATEMENTNO, C-10
(Fig m Lacs)

Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit after tax mncludes return on new capital at
Face Value at Offer Price at
30% of 75% of 100%0f + 50%of 75% of 100% of
RONW RONW RONW RONW ' RONW RONW
] 2 3 4 5 6 7 8
A A . Number of Equty 27 88 2788 27 88 2788 27.88 27.88
Share at the time of
1ssue
Add Con of Part "A’ - em - - - -
Debenture
Con of Part *B" Deb. - - - —— - -
B Total No of Shares 27.88 27.88 2788 2788 2788 27 88
C Net Worth 616 81 616 81 616 81 616 81 616.81 616.81
D N A V Per Share 2213 2213 2213 2213 2213 22,13
E P AT AsperCCl 18561 185 61 185.61 183.61 185.61 185.61
Add Return on New 2196 32.93 4392 2196 3293 4392
Capital Part A
Return  on  Premum e e - 65.88 98.80 13176
Amount of new Capital
dart A
F NewPAT 207 57 218 54 22923 27345 31734 361.29
G [‘armmg per share 744 783 822 9 8u 1138 12.95
i Profit Fanmng Capaaty
Value
-ALTS % Cap rate 49 60 5220 34 80 6533 7587 86 33
-AL12% ¢« 62.00 6525 68 50 8167 94.83 107.91
-ALTO % 74 40 78 30 82 20 98 00 113.80 129.50
-Al 8% 93 00 9787 10275 122 50 142 25 161 87
I Farrvalue Based on the
above PLCV and NAY
-At15% Cap rate 3586 3716 3846 4373 4900 5423
AALI2% ¢ 4206 4369 45 31 5190 5848 65.02
AAt10% < o 48 26 30 21 52.16 60 06 6796 75.81
-Al 8% 37 56 GG 00 62.44 72 31 8219 92 00
G
J D=C/B G=F/B H= * 100 - I=(D+H)/2

Respective Capitalisation rate



STATEMENT NO.D - 10
(Fig 1 Lacs)

Sr

Particulars

Excluding the convertible securities from the total number of paid up equity

No shares and if profit after tax includes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A A Number of Equity 2788 27 88 2788 2788 2788 2788
Share at the time of
155U
Add Con of Part "A° - - — - w— -—
Debenture
Con of Part "B’ Deb —— ——— -—- - - -
B Total No.of Shares 27 88 27 88 2788 2788 27.88 27.88
C Net Worth 61681 616 81 616 81 616 81 616 81 616.81
D N A V Per Share 2213 2213 213 2213 2213 2213
E P AT AsperCCl 185.61 18561 185 61 18561 185 61 185 61
Add Return on New 4392 65 86 87 84 4392 05 86 8784
Capital Part A
Return  on  Premum —— —— - 131 76 197.60 263.58
Amount of new Capital
Part A
F NewPAT 229.52 25147 273 45 361.29 449 07 537.03
G Earnmg per share 823 902 980 12.95 16.10 1926
1 Profit Earming Capacity
Value .
-At 15% Cap rate 54.86 6013 65.33 86.33 107 33 128.40
At12% o« 68 58 75.16 8167 107 91 134.16 160 30
-AL10% 82.30 90 20 98 00 129 50 161 00 192.60
-At 8% 102 87 11275 122 50 161 87 201.25 240.75
I Fairvalue Based on the
above PECV and NAV
-At 15 % Cap rate 3849 4113 4373 54 23 6473 75.26
At12% < 0« 45 35 48 64 51.90 6502 78 14 91 31
AL1I0% ¢ 5221 5616 60 06 75 81 9156 107 36
-At 8% 62.50 67 44 72.31 92.00 111.69 13144
G
I D=C/B G=F/B H= * 100 I=(D+H)/2

. Respective Captalisation rate
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3.12 : MODERN WOLLENS LIMITED

3.12.1 : COMPANY BACKGROUND:

MODERN WOLLENS LIMITED was incorporated on 13" August 1976 in the
name of Modern Wollens Private Limited and converted in to public limited company
on 14™ March 1986 pursuant to the special resolution passed on March 3" 1986. The
company has two subsidiaries, namely, Suneel Textiles Mﬁls Limited and Modern
Wollen Carpets Limited. The main objectives of the company are to manufac‘fure,
process, spin, comb, weave, sell, buy, import, export or deal in all kinds of industrial
fabrics, woolen fabrics, woolen carpet yarn, woolen hosiery yarn and hosiery
goods etc. The object of the issue was to part finance it’s 100% export oriented unit

for the manufacture of 5000 tones per annum of Terry Towels

3.12.2 : ISSUE HIGHLIGHTS:

The company made a Right-cum-Public issue of 60,00,000, 15% secured fully
convertible debentures of Rs.120.00 each for cash at par aggregating to Rs.720.00
lacs As per the terms of offer, part-I of each fully paid up debenture would be
automatically and compulsorily converted into two fully paid up equity shares of the
face value of Rs.10.00 each for cash at a premium of Rs.20 00 per equity share on
expiry of 6 months from the date of allotment Similarly, part-II of the debenture
representing Rs 60.00 would be converted into two fully paid up equity shares of the
face value of Rs 10.00 each at premium of Rs.20.00 on expiry of 18 months from

the date of allotment of the said debenture.

3.12.3 : OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 26 78, Rs 29.81, Rs.32.83 and Rs 37.35
showing overpricing by 12.02% and 0 64% and underpricing by 8.62% and 19.67%.
respectively The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as
a percentage of pre-issue average market price was 61 49%, 68.45%, 75.38% and

85 76% respectively. That is, except the fairvalue at 8% capitalisation, none of these
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fairvalues were with in the range of 80 00% to 100.00% of the pre-issue average

market price. |

; i
As per the CCI guidelines, the applicable capitalisation rate v;/és 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
© 112.02% of the fairvalue, i.e., it was overpriced. The offer price as pégcentage of pre-
issue average market price was 68.89%. It seems that, there is brézibh of the CCl
guidelines at this point. At 12% capitalisation rate the issue is nearly properly priced,

but at 8% capitalisation rate the issue is underpriced. i

Those investors who were lucky enough to receive allotment, got minimum return of
(8.33%) and maximum return of 45.00% per equity share during the year 1993. As
said earlier, the issue is m;erpriced at 15% capitalisation rate and underpriced at 10%
and 8% éapitalisation rate meaning thereby that the company has collected excess
amount by Rs12.88 and less amount by Rs.11.32 and Rs.29.40 per F.CD.

respectively.

A close ldok at the market price before and after the issue, throw light on possibility of
price-rigging. The company came out with public issue in the month of February 1992
and the allotment could have been finalised by May 1992. The pre-issue six monthly
market price were in the range of Rs.34.25 to 'Rs.61.50. The p,ost-iss;ie yearly high
and low market price also revealed that the company or it’s profnoters had not

resorted to price rigging.

According to the calculations shown in statement No U-11, the P.EP.S. and
.FDEPS stood at Rs.1.88 and Rs.1.27 respectively. Accordingly, the compény
could have charged premium of Rs.3.94, Rs.5.51, Rs.7.07 and Rs.9.4£ per share at
the capitalisation rate of 15%, 12%, 10% and 8% on the basis of PEPS.
.calculations. While on the basis of F.D.E.P.S. calculations, the compény could have
charged premium of Rs.153 and Rs312 at 10% and | 8% capitalisation rate

respectively. ,

The statement No A-11 to D-11 shows that the cormpany could }faye offered it’s

equity share in the range of Rs.14 04 to Rs.98.17 being minimum’ and maximum
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fairvalues respectively which are worked out based on different combinations of

E.PS,PECV, N.AV.,, capitalisation rate, R O N.W., .no.of equity shares etc.

*

3.12.4 : OBSERVATIONS OF HYPOTHESIS:
It is seen that, initial offer price sanctioned by the office of the C C.I. was not

conservative based on the fairvalue calculations.

It is also seen that, disregarding the type of industry, for this company too, the

office of the CCI has followed uniform premium fixation method.

3

It is also found that the offer price fixed by the office of fhe CCL wés overpriced at
15% and 12% capitalisation rate by 12.02% and 0.64%, while the same was
underpriced at 10% and 8% capitalisation rate by 8 62% and 19.67% respectively.

It is also observed that the offer price as a percentage of book value and pre-issue
market price were 101.83% and 68.86% The offer price was disproportionate to the

pre-issue market price



'ANNEXURE 11-X
NET ASSET VALUE (NAY)
Name of the Company : MODERN WOOLENS LIMITED
According to the audited balance sheet as at 30th Sept. 1991.

Rs Rs
(Lacs) (Lacs)
Total Assets 744704  shareholders fund .
Deduct all habihities (1) Equity Capatal 1196.12
1 Preference capital 12500 (2) Free reserves 2550 41
2 Secured & unsecured borrowings 2808 97 Total 3524 52
3 Current habihties 988 55 Deduct contingent nil
liabihities
4 Contmgent habilities il )
Net worth 3524 52 Net worth 3524 52
Add
(1)Fresh capital Issue at Face Value Nil
Total 3524 52
Number of shares including Fresh and bonus 1ssue 11961
NAYV per share 2946
ANNEXURE 11-Y
PROFIT EARNING CAPACITY YALUE (PECY)
Year Profit before tax Profit afler tax Dividend declared
1 Sept 1989 22748 22748 4707
2 Sept 1990 284 96 284 96 74.50
3 Sept 1991 606 70 606 70 185 00
Sumple Average
or
Weighted Average 436 25 436 25
Average prolit before tax (on the basis of Weighted Average) 436 25
Deduct
Provisions {or taxation il
Average profit afler tax 436.25
Deduct Preference dividend 3.69
Net profit after tax 432.56
Add Contribution to profit by fresh 1ssue 1f any nil
Total profit afler tax 432 56
Number of equnty share mcluding fresh and bonus 1ssue 119 61
Faming per share(EPS) 362
Profit Earnmg Capacity Value (PECV) at 15 % caprtalisation rate
{1e by muluplymg EPS by 66) .
15% 24 11
12% 3017 -
10% 36 20
8% 4525
FAIR VALUE CALCULATION
Sr Capitahsation Profit Net Assct Total of Fair Value Remarks
No Rate Eaming Value per Col No(3) ColNo (5)
Capacity share & (4) divided by
Value two
] 2 3 4 5 6 7
] 15 % 24.11 2940 5357 2678
2 12 % 3017 2946 3963 2981
3 10 % 3620 2946 65 66 3283
- 8 % 4525 29 46 74 71 3735
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ANNEXURE 11-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average

Market Market Average Average Monthly Market

Price Price Average Price

1 2 3 4 5 6 7 3 9
1 1989 49.75 500 27 38
2 1990 80 00 36 00 58.00
3 1991 3500 3400 44 50
4 July 91 5100 40 00 4550
5 Aug 91 4000 3550 3775
6 Sept 91 40 00 3425 37.12 44.37 4355
7 Oct 91 46 00 3525 40.62
8 Nov 91 56 00 4350 49.75
Y Dec 91 6150 49 50 5550
Total of Col No 6 Divided by 26624 Total of Col. No 7 & 8 Divided 174 23
months B by no of items e
6 4
=44 37 =43 55

STATEMENT NO. U - 11
CALCULATION OF FAIR YALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.

(FIG_IN LACS.)
P.EP.S. F.D.EPS.
Number of Equuty Shares at the time of Time of [ssue 119 61 119 61
Add  Part 'A’ Conversion 110 00 110.00
Part "B" Conversion 110.00
229.61 339 61
Profit After Tax 432 56 432.56
Earmng Per Share (PEPS) 1.88
Eaming Per Share (FDEPS) 127
Profit Earming Capacity Value
At 15 % Caprtahisation 12 63 8.47
AL12 % 1667 10.68
A0 % 18 80 - 1270
At8 % 2350 15.88
Net Worth 3524.52 3524 52
Net Asset Value Per Share 16 35 1037
Fawr Value
At 15 % Capitalisation Rate 13.94 942
Atl2 % 15.51 10 47
Ati0 % 17 07 11 63
At8 % 16.42 13.12
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STATEMENT NO. A-11

(Fig. in Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Converston of part "A’ of debenture) at  Conversion of part "A’ of debenture) at
1ts FACE VALUE m the networth and 1ts OFFER PRICE in the networth and
1if PAT mcludes return on new capital  1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 G 7 8
A A Number of Equty 1196l 11961 119 61 119.61 119.61 119.61
Share at the ume of
Ihsue
Add Con of Part A’ 120.00 120 00 120 00 120.00 120.00 120.00
Debenture
B Total No of Shares 23961 23961 23961 23961 23961 23961
Net Worth 3524 52 3524 52 3524 52 352452, 352452 3524.52
Add Face Value of the 1200 00 1200 00 1200 00 1200 00 1200 60 1200.00
total No of new equity
shares - )
- Shares premium of the - - - 2400 60 2400 00 2400 00
total No of New Equsty ’
shares .
C New Net Worth 4724 52 4724 52 4724 52 7124.52 7124 52 7124.52
D N A V Per Share 1972 1972 19.72 2973 2973 29.73
E P A Tax As per CCl 432 56 432 56 432 56 432 56 432.56 432 56
Add Return on New 97 08 145 62 194 16 291.24- 436 86 582 48
Capital
b New P AT, 529.64 578.18 626.76 723.80 869.42 1015 04
G Earning per share 221 241 261 302 363 424
H Protit Larning Capacty
Value
-ALES % Cap  Rate 1473 16 07 17 40 2013 2420 2827
SALI2% ¢ - 18.42 2008 2175 2517 3025 3533
SALIO% 2210 24 10 26 10 3020 36 30 42.40
-At 8% 2763 3013 3263 3775 45 38 5300
I Parrvalue Based on the
above PECY and NAY
-At 159% Cap rate 1723 1790 18.56 2493 26 97 2900
ALI2% v 1907 1990 2074 2745 2999 3253
-At [0 % 2091 2191 2291 2997 33.02 36 07
-At 8% 2363 2493 26 18 33.74 3756 41.36
I D=C/B G=F/B H= G
* 100 I=(D+H)2

Respective Capitalisation rate
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STATEMENT NO. B- 11

(Fig. in Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part ‘A’ of debenture) at
its FACE VALUE m the networth and  1its OFFER PRICE i the networth and
if PAT includes return on new capital 1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A A Number of Equity 11961 11961 119 61 119.61 119.61 119.61
Share at the tme of
1sste
Add Con of Part *A° 120.00 120 00 120 00 120 00 120.00 12000
Debenture
Con of Part *B" Deb 12000 12000 12000 120 00 120 00 120.00
B Total No.of Shares 35961 33961 35961 35961 359.61 35961
Net Worth 3524 52 3524 52 3524 52 3524 52 3524 52 3524.52
Add* Face Value of the 2400 00 2400 00 2400 00 2400 00 2400 00 2400 00
total No ol new equuty
shares
- Shares prenuum of the - - - 4800 00 4800 00 4800.00
total No.of New Equity
shares
) New Net Worth 3924.52 5924 52 5924 52 10724 52 10724 52 10724.52
D N A V Per Share 16 47 16 47 16.47 29.82 29.82 2982
= P AT Asper CCI 432 56 432 56 432 56 432 56 432 56 432 56
Add. Retumm on New 194.16 29124 388.32 582 48 873.72 1164 96
Caputal :
F *NewPAT 627.12 723 80 820 88 1015.04 1306.28 1597 52
G Faming per share 174 201 228 2.82 363 444
i Profit Earming Capacity
Value
AL % Cap Rate ol 1340 1520 18.80 24.20 29 60
ALIR2% 14 50 1675 1900 2350 3025 3700
ALIO% 1740 20 10 22.30 2820 36.30 44.40
-At 8% 2175 2513 28 50 3525 45 38 55.50
I Farvalue Based on the
above PECV and NAV
-AU 15 % Cap rate 14 04 14 94 15 84 24.31 2701 29.71
AL12% v 1549 1584 1774 26 66 3004 3341
AL 10 % 16 94 1829 19.64 2901 3306 37.11
AL 8% o 19 11 20 80 2249 3254 37.60 42.66
I D=C/B G=}/B H= G
* 100 I=(D+H)2

Respective Capitalisation rate
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STATEMENT NO. C- 11
{V1g m Lacs)

8r Particulars. Excluding the convertible securities from the total number of paid up equity
No shares and 11 profit after tax mcludes return on new capital at
Face Vaiue at Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 11961 11961 11961 11961 11961 11961
at the ume of 1ssue
Add Con of Part "A’ - e - - -— -
Debenture
Con of Part *B” Deb —— e — - - -
B Total No.of Shares 119 61 11961 119.61 119 61 11961 119.61
C Net Worth 352452 * 352452 3524 52 3524 52 352452 352452
P N A V Per Share 29 46 29 46 2946 2946 29.46 29.46
E P AT AsperC(CI 432 56 432 56 43256 432 56 432 56 432 56
Add Return on New 9708 145.62 194 16 9708 145 62 194.16
Capital Part A
Return  on  Prenuum e — — 194.16 291.24 388.32
Amount of new Capital
Jart A
F NewPAT 52964 578 18 626 76 723 80 86942  1015.04
i Farming per share 443 483 524 605 727 848
H Profit Earnmng Capacity
Value
-At 15 % Cap rate 29 53 3220 3493 40 33 4847 56 53
AL12% ¢ 36.92 4025 43 67 5042 60 58 70 67
At1I0% 44 30 48 30 5240 60.50 72.70 84 80
AL 8% 35.37 60 37 65 50 75.62 90 87 106 00
I Fairvalue Based on the
above PECV and NAV
-At 15 % Cap rate 29 50 3083 3220 - 34.90 38.97 4300
AV12% v ¢ 3319 3486 36 57 3994 4502 5007
SALI0% 36.88 38 88 4093 44 98 51,08 5713
-At 8% - - 42 42 44 92 47 48 52 54 60.17 6773

G
J D=C/B G=F/B .H= * 100 I=(D+H)/2
Respective Capitalisation rate




STATEMENT NO. D - 11

(Fig m Lacs)
Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit after tax mcludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100%of  “50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| 2 3 4 5 6 7 8
A Number of Equity Share 11961 119 6] 119 61 119 61 119.61 119.61
at the tme of 158ue
Add Con. of Part ‘A’ - e - - - -
Debenture
Con of Part "B’ Deb - - - - - -
B Total No of Shares 119 61 1196} 119 61 119 61 11961 11961
C Net Worth 3524 52 3524 52 3524527 3524 52 352452 352452
D N A V. Per Share 2946 29 46 29.46 29.46 29 46 29.46
E P AT AsperCCl 432 56 432 56 432 56 432 56 432 56 432 56
Add Rétum on New 194 16 291 24 388 32 194.16 291.24 388 32
Capital Part A
Retum on  Premum — —— e 388.32 58248 776.64
Amount of new Capital
Part A :
F NewPAT 627 12 723 80 820 88 1015.04 130628 159752
G Earning per share 524 605 6 86 848 1092 13.35
I Profit Lammg Capacity
Value
-At 13 % Cap. rate 3493 40 33 4573 56 53 72.80 8900
At12% v 43 67 5042 5717 70 67 91 00 11125
AL 10 % 5240 60 50 68 60 84.80 109 20 13350
-At 8% 65 50 7562 8575 106.00 136 50 166.87
I Tarvalue Based on the
above PECV and NAV
-At 15 % Cap rate 32.20 34.90 37.60 43 00 51.13 5923
Atl2% ¢ 36 57 3994 43.32 5007 6023 70.36
-AL10% 4093 44 98 49.03 5713 69.33 3148
-At 8% 4748 52 54 57.61 67.73 8298 98.17
G

I D=C/B .G=F/B H=

*100- - I=(D+H)/2

Respective Capitahisation rate
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3.13 : THE NARANG INDUSTRIES LIMITED

3.13.1 : COMPANY BACKGROUND:

THE NARANG INDUSTRIES LIMITED was incorporated as a public limited
company on 24" October 1942 under the Indian Companies Act VII of 1913. The
company manufactures industrial and potable alcohol and beer. The company also has
a plant for manufacturing malt spirit. The object of the issue was to part finance the

modernisation program.

3.13.2 : ISSUE HIGHLIGHTS:

The company made a Right-cum-Public issue of 2,38,100, 14% secured fully
convertible debentures of Rs.200.00 each for cash at par aggregating to Rs.476.20
lacs As per the Conversion terms given in the prospectus, each debenture would be
automatically and compulsorily converted into ten fully paid up equity shares of the
face value of Rs.10 00 each for cash at a premium of Rs.10.00 per equity share on

the expiry of 9 months from the date of allotment

3.13.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCl éuidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.35.98, Rs.39.59, Rs 43 20 and Rs.48.61
showing underpricing by 44.41%, 49 48%, 53 70% and 58.85% respectively. The
fairvalues per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market price were 123.47%, 135.86%, 148.24% and 166.81%
respectively. That is, none of these fairvalues were within the range of 80.00% to

100.00% of the pre-issue average market price.

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern At 15% capitalisation rate the issue price was
55 58% of the fairvalue, i.e. it was highly underpriced. The offer price as percentage

of pre-issue average market price was 68.63%
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Those investors who were lucky enough to receive allotment, got minimum return
of (50.00%) and maximum return of 125 00% per e({uity share during the year 1993.
As said earlier, the issue was underpriced at 15%,12%,10% and 8% capitalisation, rate
meaning thereby that the company has collected less amount by Rs.15.98, Rs 19.59,
Rs 23 20 and Rs.28.61 per F.C.D. respectively

A close look at the market price before and after the issue, throw light on possibility of
price-rigging. The company came out with public issue in the month of January 1992
and the allotment could have been finalised by April 1992 The pre-issue six
monthly market price were in the range of Rs.18.00 to Rs.61 00 The post-issue
yearly high and low market price also revealed that the company or it’s promoters

had not resorted to price-rigging

According to the calculations shown in statement No U-12, the P.E.P.S. stood at
Rs 1 24 Accordingly, the company could have charged premium of Rs.0 29, Rs.1.32,
Rs 2 36, and Rs 3 91 at the capitalisation rate of 15%, 12%, 10% and 8% respectively.

The statement No. A-12 and C-12 shows that the company could have offered it’s
equity share in the range of Rs.16.03 to Rs 105 92 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

E.PS.,PECV, N.AV,, capitalisation rate, R O.N.W., no.of equity shares etc.

3.13.4 : OBSERVATIONS OF HYPOTHESIS

It is seen that, initial offer price sanctioned by the office of the C.C.I was conservative

based on the fairvalue calculations. !

It is also seen that, disregarding type of industry, for this company also the office of the

CCI has followed uniform premium fixation method

It is observed that the offer price fixed by the office of the C.C.1. was underpriced by
44.41%, 49.48%, 53 70% and 58 85% at 15%, 12%, 10% and 8% capitalisation rate

respectively
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It 1s also observed that the offer price as a percentage of book value and pre issue
average market price were 46 40% and 68 63% respectively which were highly

disproportionate



ANNEXURE 12-X
NET ASSET VALUE (NAV)

Name of the Company : NARANG INDUSTRIES LIMITED
According to the audited balance sheet as at 31st March 1991,

Rs Rs
(Lacs) (Lacs)
Total Assets 112589  sharcholders fund .
Deduct all habilities (1) Equity Capital 10472
I Preference capital ml  (2) Free reserves 306.18
2 SBecured & unsecured borrowings 176 78 'Total 41090
3 Current habiliies ' 53821 Deduct contingent nil
liabihties
4 Contingent habilities ml
Net worth 41090 Net worth 41090
Add
(I)Fresh capital Issue at Face Vahue Nil
Total 410 90
Number of shares metuding Fresh and bonus ssue 953
. NAYV per share 4310
ANNEXURE 12-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax Protit after tax Dividend declared
1 March 1989 951 791 307
2 March 1990 4762 26 62 774
3 March 1991 75 49 7549 18 66
Sunple Average
or
Weighted Average 5520 47 94
Average profit betore tax (on the basis of Weighted Average) 5520
Deduct
Provisions for taxation 726
Average profit after tax 4794
Deduct Preference dividend 6.66
Net profit afler tax 4128
Add Contribution to protit by fresh issue 1f any il
Total profit after tax 41.28
Number of equity share mcluding tresh and bonus 1ssue 953
Farning per share(EPS) 433
Profit Larnmg Capacity Value (PECV) at 13 % capitalisation rate
(1 ¢ by multiplving EPS by 66)
15% 28 87
12% 36 08
10% 4330 -
) 8% 54 12
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Eaming Value per Col No(3) Col No (5)
Capacity share & (4) divided by
Value two
| 2 3 4 5 6 7
1 15 % 28 87 43 10 7197 3598
2 12% 3608 4310 7918 3939
3 10 % 4330 4310 86 40 4320
4 8% 5412 43 10 9722 48.61
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ANNEXURE 12-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 3 9
| 1989 18 00 16 00 17.00
2 1990 18 00 16 00 1700
3 1991 63.00 16 00 39.50
4 Jun 91 3800 18 00 28 00
5 Jul 91 3800 18 00 28.00
6 Aug 91 3800 18 00 2800 43 08 2914
7 Sep 91 55.00 5400 54.50
8 Oct 91 6300 5500 5900 '
9 Nov 91 6100 61 00 61 00
Total of Col. No. 6 258.50 Total of Col. No. 7 & 116.58
Divided by months = -—=—-- 8 Divided by no.of = —m—=e-
6 items 4
= 43,08 = 29.14

STATEMENTNO. U- 12 )
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

(FIG. IN LACS )
P.E.P.S.
Number of Equity Shares at the tume of Time of Issue 9.563
Add  Full Conversion 23 81
33 34

Profit After Tax 4128
Earming Per Share (PEPS) 124
Earnmg Per Share (FDEPS)
Profit Earning Capacity Value

At 15 % Capitahisation 827

Atl12 % 1033

At10 % 12 400

AL8 % 15.50
Net Worth 410 90
Net Asset Value Per Share 1232
Fair Value

At 15 % Capitalisation Rate 1029

A2 % 1132

A0 % 12 36

Al8 % 1391
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STATEMENT NO. A-12

(Fig m Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE m the networth and  1ts OFFER PRICE in the networth and
if PAT 1ncludes return on new capital  if PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
! 2 3 4 5 6 7 8
A A Number of Equuty 953 953 953 953 953 953
Share at the ume of
1ssue
Add Con of Part "A’ 2381 2381 23.81 2381 23.81 2381
Debenture
B T'otal No of Shares 3334 3334 3334 3334 3334 33.34
Net Worth 410.90 410 90 410 90 41090 410 90 41090
Add Face Value of the 238.10 238 10 23810 238 10 238.10 238 10
total No of new equity
shatres
- Shares premium of the - - e 238.10 238 10 238.10
total No of New Equity
shares
: New Net Worth 649 00 649 00 649 00 887 10 887 10 887 10
D N A V Per Share 1946 19 46 19.46 26 60 26 60 26.60
I P AT AsperCCI 41128 4128 41128 4128 41.28 4128
Add Retun on New 2185 3278 4373 4373 6557 8747
Captal
F NewPAT 6313 74 06 8501 8501 106.85 12875
i Eaming per share 189 222 . 255 255 320 386
1 Profit Earnimng Capacity
Value .
-At15% Cap Rate 12 60 14 80 1700 1700 2133 2573
SALI2% - 1575 18 50 2125 2125 26.67 3217
ALI0O% 18 90 2220 25.50 25.50 32.00 3860
-Al 8% 2362 2775 3187 31.87 40 00 48 25
l lairvalue Based on the
above PLCV and NAY
-At 13 % Cap rate 1603 1713 18.23 2180 23.96 26.16
SALI2% 17 60 1898 2035 2392 2663 29.38
SALIO% 1918 20 83 2248 26 05 2930 3260
-At 8% 2154 23 60 25 66 2923 3330 37.42
G

J D=C/B G=F/B H=

Respective Capitalisation rale
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STATEMENT NO. C-12

(F1g 1n Lacs)
Sr Particulars Excluding the convertible securities from the total number of paid up equity
No : shares and if profit afler tax mcludes return on new capital at
Face Value at ) Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

1 2 ] 3 4 5 6 7 8

A Number of Equity Share 933 933 9353 9.53 953 953
at the tme ol issue
Add Con of Part "A° — — — — — —

Debenture
Con of Part ‘B” Deb - —— —— — — —
B Total No of Shares 9.53 9353 9353 9353 953 9353
C Net Worth 410 90 410 90 410 90 41090 410.90 410.90
D N A V Per Share 43 10 4310 43.10 4310 43.10 43 10
E P AT AsperCCl 4128 4128 4] 28 41.28 41.28 4128
Add Return on New 2185 3278 4373 21.85 3278 43,73
Caputal Part A
Retum  on  Premium - - - 2188 32.79 43 74
Amount of new Capital
Part A
¥ New PAT 6313 74 06 8501 85.01 106 85 128 75
G Earning per share 6.62 777 8§92 8.92 11.21 13.50
1 Profit Earming Capacity
Value
-At 15 % Cap rate 4413 5180 59.46 59.46 74.73 90.00
AL12% ¢t 5516 64 75 74 33 74.33 9341 112.50
-At10% ¢ 66 20 71.70 89.20 89.20 112.10 135.00
At 8% v v 8275 97 12 111 50 11150 140.12 168 75
I Farrvalue Based on the
above PECV and NAY
-At 15 % Cap. rate 43 61 4745 5128 51.28 58.91 66.55
A% o 49.13 5392 58.71 58.71 68.25 77.80
SALIO% 54 65 60 40 66 15 66 15 7760 8905
ALE% 6292 70 11 77 30 7730 91.61 105 92
G
J D=C/B G=F/B H= *100. : I=(D+H)/2

Respective Capitalisation rate
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3.14 : NIVAS SPINNING MILLS LIMITED

3.14.1 : COMPANY BACKGROUND:

'NIVAS SPINNING MILLS LIMITED was incorporated as a private limited
company on 19" April 1984 and converted in to a public limited company on 18"
June 1986 under the Companies Act 1956. The main objectives of the company are to
manufacture process, all types of yarn both, cotton and synthetic, cloth, fabrics,

textiles etc The object of the issue was to part finance the expansion plan.

3.14.2 : ISSUE HIGHLIGHTS:

The ‘company made a Right-cum-Public issue of 12,50,000, 14% secured quy
convertible debentures of Rs.60.00 each for cash at par aggregating to Rs.750 00 lacs.
As per the Conversion terms given in the prospectus part-I of each fully paid up
debenture would be automatically and compulsorily converted into one fully paid up
equity shares of the face value of Rs 10 00 each for cash at a premium of Rs.10.00 per
equity share on the expiry of 6 months from the date of allotment. The part-II of
Rs 40 00 would be converted into two equity shares of the face value of Rs.10.00
each at a premium of Rs.10 00 each at the end of 12 months from the date of

allotment

3.14.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCl guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.18.61, Rs.21.24, Rs.23.86 and Rs.27.80
showing overpricing by 746% and underpricing by 5.83%, 16 17% and 28.05%
respectively The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as
apercentage of pre-issue average market price stood at 46 03%, 52 53%, 59.01% and
68 76% respectively That is, none of these fairvalues were within the range of

80 00% to 100 00% of the pre-issue average market price

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the

company is manufacturing concern At 15% capitalisation rate the issue price was
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107 46% of the fairvalue, ie., it was moderately overpriced. The offer price as

percentage of pre-issue average market price was 49 46%.

Those invesltors who were lucky enough to receive allotment, got minimum return of
(10.00%) and maximum return of 125.00% per equity share during the year 1993. As
said earlier, the issue was overpriced at 15% and underpriced at 12%,10% and 8%
capitalisation rate meaﬁing thereby that the company has cqllected excess amount by

Rs.4.17 and less amount by Rs.3.72, Rs.11.58 and Rs. 23.40 per F.C.D. respectively.

-

A close look at the market price before and after the issue, throw light on possibility of
price-rigging. The company came out with public issue in the month of Fébruary 1992
and the allotment could have been finalised by May 1992. The pre-issue six monthly
market price were in the range of Rs.30.00 to Rs.50.00. The post-issue yearly high
“and low market price also revealed that the company or it’s promoters had not
resorted to price-rigging V T
According to the calculations shown in statement No.U-13, the P.E.P.S. and
FDEPS. stood at Rs1.80 and Rs.0.97 respectively. Accordingly, the company
could have charged premium of Rs.0.64, Rs.2.14, Rs.3.64 and Rs.5.89 at the
capitalisation rate of 15%, 12%,10% and 8% on the basi§ of P.E.P.S. calculations.
While on the basis of F.D EPS the compan§ could have issued it’s share at

discount 1
4

The statement No. A-13 to D-13 shows that the company could have "offered it’s
equity share in the range of Rs.11 99 to Rs.95.73 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EP S, PECV, N.AV, capitalisation rate, R O.N.W., no of equity shares etc.

3.14.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.C.I. was not

R . \ .
conservative based on the fairvalue calculations.

It is also seen that, disregarding type of industry, for this company too, the office of

the CCl has followed uniform i)remium fixation method. '
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It is found that the offer price fixed by the office of the C.C.I. was overpriced by
7 46% and underpriced by 5.83%, 16 17%, and 28 05% at 15%,12%,10% and 8%

capitalisation rate respectively

It is also observed that the offer price as a percentage of book value and pre-issue
market price were 123 22% and 49.46%. The offer price were disproportionate to the

average market price and book value per share.
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ANNEXURE 13-X
NET ASSET VALUE (NAV)
Name of the Company : NIVAS SPINNING MILLS LIMITED
According to.the audited balance sheet as at 30th June 1991.

Rs Rs,
(Lacs) (Lacs)
Total Assets » 738 13 shareholders fund ‘s
Deduct all habilities (1) Equity Caprtal 166.94
1 Preference capital ml  (2) Free reserves 103 97
2 Secured & unsecured borrowings 30800 Total 270.91
3 Current habilities 158 32 Deduct contingent ml
liabihities
4 Contngent liabihities nil
Net worth 27091  Net worth 270 91
Add.
(1)Fresh capital Issue at Face Value Nil
Total 270.91
Number of shares including Fresh and bonus 1ssue 16 69
NAYV per share 1623
ANNEXURE 13-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax Profit afler lax Dividend declared
1 June 1989 40 74 40 74 24.55
2 June 1990 5112 5112 21.05
3 June 1991 65 64 65 64 33.39
Simple Average 5250 5250

or
Weighted Average

Average profit before tax (on the basts of Sunple Average) 52 50
Deduct

Provisions for taxation nil
Average profit after tax 52 50
Deduct Preference dividend nil
Net profit after tax 5250
Add Contribution to profit by fresh issue 1f any il
Total profit after tax 52 50
Number of equsty share mcluding fresh and bonus 1ssue 16 69
Eanung per share(EPS) 315

Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(1¢ by multiplying EPS by 66)

15% 21.00

12% 2625

10% 3150

8% 3937

FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earmng Value per Col. No(3) ColNo. (5)
Capacity share & (4) divided by
Value two
1 2 3 4 3 6 7

1 15% 2100 16.23 37.23 18.61
2 12% 2625 1623 42 48 2124
3 10 % 31.50 16 23 4773 2386
4 8 % 39 37 1623 55 60 27 80
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ANNEXURE 13-Z
CALCULATION OF AVERAGE MARKET PRICE

St No Year Month Highest Lowest Monthly Yearly Average of  Average

Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 3 6 7 8 9
1 1990 5750 1750 3750
2 1991 60 00 2500 42 50
3 May 91 4200 3800 40 00
4 Jun 9] 4100 3750 3925
5 Jul. 91 50 00 3700 43 50 4129 4043
6 Aug 91 50 00 4500 47 50
7 Sep 91 4500 3750 4125
8 Oct 9] 42 50 3000 3625
Total of <Col. No. & 247.75 Total of Cel. No. 7 & 121.29
Divided by months =  —~eeee 8 Divided by no.of = =  —=-me-
6 items 3
= 41.29 = 40.43
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STATEMENT NO. U-13
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

{FIG_ INLACS )
P.E.P.S. F.D.E.P.S.
Number of Equity Shares at the time of Time of Issue 16 69 16.69
Add  Part "A” Conversion 12 50 12.50
Part 'B" Conversion ' 2500
29 19 54 19
Profit Afler Tax 52 850 52 50
Larming Per Share (PEPS) 180
Eammg Per Share (FDEPS) 097
Profit I'arming Capacity Value
At 15 % Capitalisation 1200 6.47
Al12 % ¢ 15 00 808
ALI0 % 18 00 8.70
At8 % & . 22 50 1212
Net Worth 270.91 270.91
Net Asset Value Per Share 978 500
Fair Value
At 15 % Capitahisauon Rate 10 64 574
AL12 % - 12,14 6.54
At % 13 64 . 735
Al8 % - 15 89 856
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STATEMENT NO. A-13

(Fig m Lacs)

Sr Particulars Including New Equity Capttal (due to  Including New Equity Capital (due to
No Conversion of part “A” of debenture} at  Conversion of part "A’ of debenture) at
s FACE VALUE m the networth and 1ts OFFER PRICE m the networth and
if PAT mncludes return on new capital 1f PAT mcludes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A Number of Equuty 16 70 16 70 1670 16.70 16.70 16 70
Share at the tune of
155U
Add  Con of Part "A’ 12.30 12 30 12 50 12.50 12.50 12.50
Debenture
B Total No of Shares 2920 2920 29.20 2920 29.20 2920
Net Worth 270 91 270 91 270 91 27091 27091 270 91
Add Face Value of the 125.00 12500 12500 12500 125.00 125.00
total No of new equty
shares
- Shares prenuum of the - o ——— 125 00 125 00 125.00
total No of New Equty
shares
(of New Net Worth 39591 395 91 39591 52091 520.91 520.91
D N A V Per Share 1336 1336 13.36 1784 17.84 17 84
L P A T AsperCCI 5250 5230 5250 52 50 52 50 5250
Add Return on New 1514 2271 3027 3027 4542 60 54
Capital :
3 New PAT 67 64 7521 8277 8277 97.92 11304
G Eaming per share 232 258 283 283 3.35 387
H Profit Earning Capacity
Value
-At15% Cap Rate 1546 17.20 18.87 1887 2233 25.80
-AL 12 % - 19.33 21350 2338 2358 2792 3225
At 10 % 2320 2580 28 30 28.30 3335 3870
-At 8% 2900 3225 3537 35.37 41.87 48.37
! Fairvalue Based on the
above PECV and NAV
-At13% Cap ra 14 51 1538 16.2} 18 35 20.08 2182
AL2% 16 44 1753 18 57 20.71 22.88 2504
-AL10% 18 38 1968 20.93 22.07 25.67 28.27
-At.8 % 2128 2290 24 46 26.60 29.85 33.10
I D=C/B G=F/B H= G .
* 100 I=(D+H)2

Respective Caprtalisation rate
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STATEMENT NO. B-13

tlrg m Lacs)

St Particulars Including New 1 quats Capital (due to Including New Equitv Capital (due to
No Comuersion of part A of debentwre) at - Conversion of part "A” of debenture) at
s FACE VALUE w the networth and  1ts OFFER PRICE 1n the networth and
i PAL mcdudes retur on new capital 1ff PAT meludes retum on new capital
Al Al
0% of 7390 al 100% of 0% of 75% of 100% ol
RONW RONW RONW RONW RONW RONW
! 2 3 4 3 6 7 8
A Number  of gl 16 70 lo 70 1670 16 70 16 70 16 70
Share at the time ot
fssiie
Add Con of Pat A 1250 1230 1250 1250 12 30 12 30
Debentine
Con of Part 13 Deb 2500 2340 2500 2500 2300 2500
13 fotal No of Shares 5420 3420 3420 3420 5420 3420
Net Worth 27091 270 91 27091 27091 270 91 270 91
Add tace Vahie of the 37500 37500 37500 37500 37500 37500
total No of new equily
shires
- Shares premnm of the - - 37500 375 00 375400
ol No ot New | qui
“haios
¢ New Nel Waortly 035 9 643 v 043 9 102091 1200 91 1020 41
P N AV Per Share 192 Hhy2 192 18 83 18 83 18 83
! A Lax As per CC 5250 32 50 5250 32 50 52 50 3250
Add Return on New 43 41 O8] 13 9 K2 90 82 136 27 181 63
Capilal
i New PA L v7 i 12003 143 32 1433 188 77 234 15
G I arning per share | 81 N 204 264 348 432
i Prot Farmng Canaon
Valoe
~ALIS 0, Cap Rate 1207 1487 17 60 17 00 2320 28 80
AL 12 % -~ - 15 0K [8 38 2200 2200 29 00) 3600
SALTO % 18 10 230 2640 2640 34 80 4320
AL N 2262 2787 3300 3300 43 50 34 00
Lamvafue Based on the
above PHCV and NAV
-ALES % Cap rate 1199 13 1o 1476 18 21 2101 23 81
SALE2 Y : RN {325 16 96 20041 2391 27 41
=AL19% 1501 17 1 v 16 2261 26 81 310t
-AL B Y% 17 27 19 8y 2246 2591 3116 364
P D=C/B G=t/B = G

* 100

Respective Capitalisation tate
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o
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STATEMENT NO. C - 13

(Fig 1n Lacs)
St Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit after tax meludes return on new capital-at
Face Value at Offer Price at
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW . RONW RONW RONW RONW
1 2 3 4 3 6 7 8
A Number of Equitv Share 16 70 16 70 16 70 16 70 1670 16 70
at the e of issue
Add Con of Part "A° -e- - - - . -
Debenture
Con of Part *B" Deb e e - - - —
B3 T'otal No of Shares 16,70 16 70 1670 16 70 16.70 16 70
¢ Net Worth 270 91 270 91 270 91 270 91 270 91 270 91
D N A V Per Share 16 22 16 22 1622 16 22 16.22 16.22
b P A T Asper CCI 3250 3250 5250 52.50 52 50 52 50
Add  Return on face 1514 2271 3027 1514 2271 30.27
value of new capital part
A
Return  on Premuum - - - 1513 2271 3027
Amount of new Capital
Part A
! New PA'T 67 64 7521 8277 8277 97.92 11304
G Earming per share 4.05 450 495 495 586 676
i Profit Lammg Capacity .
Value
-AULS W Cap rate 2700 3000 3300 3300 39.07 4507
-At12 % - 3375 3750 4125 4125 . 4883 56 33
AL Y% 40 50 45300 49 50 49 50 3860 67 60
-Al 8% 50 62 56 25 61 87 6187 1325 84.50
I Tanvalue Based on the
above PLCV and NAV )
SAUIS % Cap rate 2161 231 24 61 24 61 2764 3064
SALR2% 24 98 26 86 28 73 2873 3252 36.27
AL 1O % 28 36 3061 3286 32.86 3741 41.91
-At 8 % 3342 3623 3904 3904 4473 50 36
G
J D=C/B G=F/B H= * 100 I=(D+H)/2

Respective Capitalisation rate



STATEMENTNO.D-13

(g Lacs)
Sr Particulars Exvcluding the convertible securities from the total number of paid up equity
No shares and 1f profit afler tax mcludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity Share 16 7G 16 70 1670 1670 16 76 1670
at the time of 1vsue
Add Con of Part A’ - - e —— —— -
Debenture
Con of Part ‘B’ Deb - —- nen - - -
B {otal No of Shares 16 70 16 70 16.70 16 76 16 70 16.70
C Net Worth 270.91 270 91 270 91 270.91 270 91 270.91
D N A V., Per Share 1622 16.22 16 22 16.22 1622 16 22
I P AT AsperCCl 5250 52 50 5250 52 50 5250 52 50
Add Return on face 4541 68 13 90 82 454] 68 13 90.82
value of new capital part
A
Return  on  Premium -~ -— —— 4541 68 14 90 83
Amount of new Capital
Part A
F New PAT 97 91 120 63 143 32 143.32 188.77 234 15
G Earmng per share 586 722 858 858 1130 14 02
H Proft Bammg Capaceity
Value
-At 13 % Cap rate 3907 4813 5720 5720 7533 -« 9347
At12% o 48 83 6017 7150 71 50 84.17 116 83
ALI0% - ¢ 58 60 7220 85 80 8580 11300 146 20
-At 8% 7325 90 25 107 25 10723 141 25 17525
I Lanvalue Based on the '
above PECV and NAV
-At 13 % Cap rate 27 64 3217 367 3671 4577 54.84
-At 12 % 3252 3819 4386 43 86 5519 66 52
-ALTO % 3741 44 21 5101 5101 64 61 78.21
-Al 8 % 4473 5323 6173 6173 78 73 9573
G
J D=C/B G=F/B H= * 100 I=(D+H)/2

Respective Capitalisation rate
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3.15: ONIDA SAVAK LIMITED

3.15.1: COMPANY BACKGROUND;,

ONIDA SAVAK LIMITED was originally incorporated on 26" February 1987
under the name of Savak Electronics (private) Limited on 25™ August 1989 and
changed it’s name to Onida Savak Limited pursuant to fresh certificate of
incorporation The main objectives of the company are to manufacture, assemble,
import, export, deal, alter, exchange, let on hire all types of electronics
equipment and electricals products The object of the issue was to part finance the

scheme for upgradation of colour television and washing machine facilities.

3.15.2: ISSUE HIGHLIGHTS:

The company made a Public issue of 29,95,200 equity shares of Rs.10 00 each at a
premium of Rs 15.00 per share aggregating to Rs.7,48,80,000 and 14,51,200, 14%
secured fully convertible debentures of Rs 100 00 each for cash at par aggregating
to Rs 1451 20 lacs As per the Conversion terms given in the prospectus part-I
of each debenture would be automatically and compulsorily converted into two fuily
paid up equity shares of the face value of Rs 10 00 each for cash at a premium of
Rs 1500 per equity share on the expiry of 6 months from the date of allotment.
Similarly, The part-H of Rs 50.00 would be converted into two equity shares of
Rs 10 00 each at a premium of Rs 1500 on expiry of 18 months from the date of

allotment

3.15.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCl guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 1628, Rs.18 73, Rs 21.18 and Rs.24.85
showing overpricing by 53 56%, 33 47%, 18.03% and 0 60% respectively. The
fairvalues per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average markét price  were 1622%, 1867%, 21.11% and 24.77%
respectively That is, none of these fairvalue were within the range of 80.00% to

100 00% of the pre-issue average market price
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As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
153.56% of the fairvalue, i.e, it was highly overpriéed. The offer price as percentage

of pre-issue average market price was 24.92%.

Those investors who were lucky enough to receive allotment, got minimum return of
10:00% and (25.00%) and maximum return of 420.00% and 40.00% per equity
share during the year 1992 and 1993. As said earlier, the issue was overpriced at

15%,12%,10% and 8% capitalisation rate meaning thereby that the company has

~collected excess amount by Rs.34.88, Rs 25 08, Rs.15.28 and Rs. 0 60 per F.C.D.

et

respectxvely : -

A close look at the market price before and after the issue, throw light on possibility of
price-rigging. The company came out with public issue in the month of March 1992
and the allotment could have been finalised by June 1992. The pre-issue six monthly
market price were in the range of Rs.80.00 to Rs.131.00. The post-issue yearly high
and low market price also revealed that the company or it’s promoters. had not

resorted to price-rigging.

According to the calculations shown in statement No.U-14, the P.E.P.S. and
FDEPS stood at Rs.2.12 and Rs.1.65 respectively Accordingly, the company
could have charged premium of Rs.1.73, Rs 3.50, Rs.5.27 and Rs.7.92 at 15%, 12%,
10% and 8% capitalisation rate based on the P.E.P.S. calculations, While on the basis
of FDE.PS,, the company could have charged premium of Rs.1. 90 and Rs.3.96 at

{

10% and 8% capltahsanon rate. {

.
i

The statement No A-14 to D-14 shows that the company could have offered it’s
equity share in the range of Rs.11.26 to Rs.60.81 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS, PECV, N AV, capitalisation rate, R.O.N W_, no.of equity shares etc.

3.15.4: OBSERVATIONS OF HYPOTHESIS:
It is seen that, initial offer price sanctioned by the office of the C.C.I. was not

conservative based on the fairvalue calculations.
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It is also seen that, for this company too, the office of the CCI has followed uniform

premium fixation method.

It is found that the offer price fixed by the office of the C.C.1. was overpriced by
53 56%, 33.47%, 18.03% and 0 60% at 15%, 12%,10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre-issue
market price were 192.90% and 24.92%. The offer price were disproportionate to the

average market price and book value per share.
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ANNEXURE 14-X
NET ASSET VALUE (NAV)
Name of the Company : ONIDA SAVAK LIMITED
According to the audited balance sheet as at 31st March 1991,

Rs
) (Lacs)
Total Assets 264529 shareholders fund
Deduct all liabilities (1) Equaty Capital
| Preference capital ml  (2) Free reserves
2 Secured & unsecured borrowings 114398 Total
3 Current habihities 83049 Deduct contingent
habilities
4 Contingent habilities il
Net worth 670 82 Net worth
Add
{1)Fresh capital Issue at Face Value 29952
Total 970.34
Number of shares mncluding Fresh and bonus 1ssue 74.86
NAV per share 12 %6

Calculation of Profit on Fresh Capital
172 * Fresh Capital * Exist PAT/ Exist NAV
1/2*29952 *23637/67082 = Rs 5277

Rs.
(Lacs)
352.50
31832

670.82
ml

670.82

ANNEXURE 14-Y
PROFIT EARNING CAPACITY VALUE (PECYV)

Year Profit before tax Profit after tax Dividend declared
| March 1989 3335 2060
2 March 1990 166 10 136 52 15.24
3 March 1991 288 54 236.37 5993
Simple Average
or
Weighted Average 205 19 167.12
Average profit before tax (on the basts of Weighted Average) 205.19
Deduct
Provistons for taxation 38.07
Average profit after tax 167.12
Deduct Preterence dividend nl
Net profit afier tax 167 12
Add Contribution to profit by fresh 1ssue 1f any 5277
Total profit after tas 21989
Number of equity share mcluding fresh and bonus 1ssue 74 86
Earning per share(EPS) 2.94
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(1e by multiplymg EPS by 66)
15% 1960
12% 24.50
10% 2940
8% 3675
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FAIR VALUE CALCULATION

Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earning Value per Col. No.(3)  Col. No. (5)
Capacity share &4 divided by
Value two
1 2 3 4 5 6 7
! 15% 19 60 1296 3256 1628
2 12% 24.50 12 96 37.46 1873
3 10% 2940 12 96 42,36 2118
4 8 % 3675 12 96 49 71 24.85
ANNEXURE 4-2

CALCULATION OF AVERAGE MARKET PRICE

Sr No  Year  Month Highest Lowest Monthly Yearly Averageof  Average
Market - Market Average Average Morithly Market
' ' Price _ Price ___Average Price
1 2 3 4 5 6 7 8 9
1 1990 180.00 3750 108.75
2 1991 13100 41.00 86 00
3 Aug 91 13100 80 00 105 50
4 Sep 91 124.00 100 60 112.00
5 Oct 91 11500 100.00 107.50 - 106.21 100.32
6 Nov. 91 109 00 103.00 106 00
7 Dec 91 10500 100.00 102.50
8 Jan 92 125.00 82 30 103 75
Total of Col. No. 6 637.25 Total of Col. No. 7 & 300.96
Divided by months = = ~==ww- 8 Divided by no.of = = ~mmee-
6 items 3
= 106.21 = 100.32

igs



STATEMENT NO. U - 14
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

(FIG INLACS)
P.E.P.S. F.D.EPS.
Number of Equity Shares at the time of Tnne of Issue 74.86 74.86
Add  Part "A’ Conversion 28 02 29.02
Part "B’ Conversion ’ 28.02
103 88 132.90
Profit Afler Tax 21989 218 88
Eaming Per Share (PEPS) 212
Earming Per Share (FDEPS) 165
Profit L.arming Capacity Value ‘
At 15 % Capitalisation 1413 - 1100
At12 % - 17 86 . 1375
Atl10 % - 2120 16 50
At8 % - 26 50 2062
Net Worth 970 34 970.34
Net Asset Value Per Share 834 7 30
Fair Value '
At 15 % Capitahisation Rate 1173 915
At12 % © 1350 10.52
ALl0 % - 1527 1190
A8 % - 17 92 1386
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STATEMENT NO. A - 14

(Fig. in Lacs)

Sr Particulars Including New Equty Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part “A’ of debenture) at
its FACE VALUE m: the networth and  its OFFER PRICE in the networth and
if PAT includes return on new capital 1f PAT includes retwrn on new capital
AT - AT
50%of ~ 75%of 100% of 50% of 75% of 100% of
RONW - RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity 74.86 74 86 74.86 74.86 74 86 74.86
Share at the time of
1ssue
Add - New Equity Issue 2993 2995 2995 2995 29.95 29.95
Con. of Part "A” Deb 2902 L2902 2902 26.02 2902 29.02
3 Total No of Shares 133 83 133.83 13383 133.83 133.83 133.83
Net Worth 670.82 670 82 670.82 670 82 670.82 670.82
Add Face Value of the 589.72 589 72 589.72 589.72 589.72 589.72
total No of new cquity
shares i
- Shares premium of the -— - e 884.58 884 58 884.58
total No.of New Equity
shares ’
C New Net Worth 1260 54 1260 54 1260.54 2145.12 2145.12 2145.12
D N A V Per Share 942 942 9.42 16.02 1602 16.02
I P A Tax As per CCI - 167 13 167 13 167.13 167.13 167.13 167.13
Add" Return on New 103 87 135 80 207 74 25977 389.66 519.54
Captal
I New P.AT 271 00 322.93 374 87 426.90 566 79 686.67
G Eanmung per share 202 2.41 2.80 319 416 514
11 Profit Earming Capacity .
Value
At 15% Cap. Rate 1347 16 07 18 67 21.27 27.73 3427
A% “ 16 83 2008 2333 2658 34.67 4283
ALY 2020 24 10 28.00 31.90- 41 60 51.40
-At 8% 25.23 3013 35.00 39.88 52.00 64.25
1 lairvalue Based on the
above PECV and NAV
-At 15 % Cap rate 1145 1275 14 0§ 18.65 2188 2515
SAL12% v o« 1313 14.75 16.38 21.30 2535 29.43
ALI0% ¢« 14 81 16.76 18.71 23.96 28.81 33.71
-At 8% 17 34 1978 22.21 27.95 3401 40 14
I D=C/B G=F/B. H= G
*100.. I=(D+H)”2

Respective Capitalisation rate
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STATEMENT NO. B- 14

(Fig. m Lacs)
Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part ‘A’ of debenture) at  Conversion of part "A’ of debenture) at
1its FACE VALUE m the networth and  its OFFER PRICE in the networth and
if PAT meludes return on new capital  if' PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 4 5 6 7 8
A Number of Equity 74 86 74 86 74 86 74 86 74.86 74 86
. Share'at the time  of
155U
Add New Equity Issue 29.95 2995 29.95 2995 29.95 29.95
Con of Both paris of 5804 5804 5804 58.04 58.04 58.04
FCD
B Total’No of Shares 162.85 162 85 162.85 162.85 162 85 162.85
Net Worth 67082 ©  670.82 670.82 670 82 670.82 670.82
Add Face Value of the 879.92 879 92 879 92 879.92 879.92 875.92
total No.of new equity
shares
- Shares premuum of the -~ - - 1319.88 1319.88 1319.88
total No.of New Equity
shares
C New Net Worth 1550.74 1550.74 1550 74 2870 82 2870.82 2870.82
D N. A V Per Share 9.52 . 9352 9.52 17.63 17.63 17.63
E P A Tax As per CCI 167 13 167 13 167 13 167.13 16713 167.13
Add Return on New 155.04 232 56 310.08 38760 581.40 775.21
Caprtal
I3 NewPAT 322.17 39969 477.21 554.73 784.53 942 34
G Eammg per share ‘198 245 293 341 4.60 5.78
H Profit Barming Capacity
Value
-At15% Cap Rate 1300 16 33 1953 22.73 30.67 3852
SAt12% - 16 50 2042 2442 28.42 3833 48.17
At 10% " 19.80 24 30 29 30 3410 46 00 57.80
-At 8 % 2475 3063 3662 42.63 57.50 7225
] Farrvalue Based on the
above PECV and NAV
-AL 15 % Cap. rate 1126 1293 14.53 20.18 24.15 28.08
ALI2Z% 13.01 14.97 16.97 2303 27.98 3290
ALI0% ¢ 14 66 17.01 1941 25.87 31.82 3771
AL 8% < ¢ 1714 20 08 2307 3013 37.77 44 94
I D=C/B G=F/B. = G
* 100 . I=(D+H)2

Respective Capitalisation rate
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STATEMENT NO. C - 14
(Fig in Lacs)

Sr Particulars. Excluding the convertible securities from the total number of pmd up equity
No shares and 1f profit after tax includes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
- RONW RONW RONW RONW RONW RONW
] 2 3 4 . 5 6 7 Y8
A Number of Equity Share 74 86 74 86 74 86 74 86 74 86 74 86
at the tme of 1ssue
Add New Equaty Issue 2995 2995 29.95 2995 29.95 2995
Con of Part ‘A’ & *B’ - e e — — -
of Deb
B Total No of Shares 104 81 104 81 104.81 104.81 104 81 104.81
C Net Worth 970 34 970 34 §70.34 970 34 970 34 970.34
D N A V. Per Share 926 926 926 9.26 9.26 926
Ip P A T AsperCCl 167 13 167 13 167 13 16713 167 13 167.13
Add  Return on face 103.87 155 80 20774 103 87 155 80 207.74
value of new capital part
oA
Return on Premium - - - 15590 233.86 311 80
Amount of new Capital
Part A .
¥ NewPAT. 271 00 32293 374 87 426.90 556.79 686.67
G Farning per share 258 308 357 4.07 5.31 6.55
H Profit Eamng Capacity
Value
~At 15 % Cap rate 1720 2053 23 80 2713 35.40 43.67
AL12% .21 50 2567 29.75 3391 44 25 54.58 °
AL 10 % 2580 30 80 3570 4070 5310 65.50
-At 8% 32.25 38.50 44.62 50 87 66 37 8187
I Jaurvalue Based on the
above PECV and NAV .
-At i3 % Cap rate 1323 14 89 16.53 18.37 22.33 26.46
AL12% 1538 17.46 1950 2176 2675 3192
-AL10 % 17.53 2003 22.48 2498 3i.18 37.38
-At 8% 20.75 23.88 26 94 30.06 37.81 45.56
G .
J D=C/B G=F/B H= *100- : 1I=(D+H)/2

Respective Capitalisation rate
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STATEMENT NO. D - 14
{F1g m Lacs)

Sr Particulars. Excluding the convertible securities from the total number of paid up equxty
No shares and if profit after tax mcludes return on new caprtal at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
! 2 3 4 b 6 7 8
A Number of Equity Share 74 86 74 86 74 86 74.86 74 86 74 86
al the tme of 1ssue
Add New Equity Issue 2995 29.95 29.95 2995 29.95 29.95
Con of Part ‘A’ & ‘B’ - - - - - —
of Deb
B Total No of Shares 104 81 104 81 104.81 104 81 104.81 104.81
C Net Worth 970 34 970 34 970.34 970 34 970 34 970.34
D N A V Per Share 9.26 9.26 926 9.26 926 9.26
E P AT AsperCCl 167 13 16713 16713 167.13 167.13 167.13
Add, Return on face 155.04 232.56 31008 155 04 23256 310.08
value of new capital part
A
Return  on  Premium - e - 232.56 348.84 465.13
Amount of new Capital
Part A .
F New PAT. 32271 39969 47721 554.73 784.53 942 34
G Earning per share 307 381 4355 5.29 7.14 899
i Profit Earning Capacity
Value
-AL 13 % Cap rate 20.47 2540 30.33 35.27 47 60 59.93
At12% < 2558 3175 3792 4408 59.50 7492
ALI0% ¢ ¢ 3070 3810 4550 52.90 71.40 89,90
At 8% 3837 4762 56 87 66 12 8925 112.37
[ Faarvalue Based on the
above PECV and NAV
-At 15 % Cap. rate 14 86 1733 19.79 22,26 2843 34.59
At12% ¢ - 17.42 20.50 2359 26.67 34 38 42.11
AAt10% < & 1998 | 2368 27 38 31.08 40.33 49.58
-At 8% " 2381 " 2844 3306 3769 4925 ' 60.81
G
J D=C/B G=F/B .H= *100- © I=(D+H)/2

Respective Capitalisation rate
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STATEMENT NO. E - 14

(Fig. in Lacs)

Sr Particulars Including New Equity Capital (due to Including New Equity Capital (due to
No Conversion of part A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE in the networth and  1ts OFFER PRICE m the networth and
if PAT mcludes return on new capital  1f PAT mclodes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity 74 86 74 86 74 86 74 86 74.86 74.86
Share at the time of
1ssue
Add . New Equity Issue 29.95 29 95 2995 2995 2995 2995
I3 Total No of Shares 104 81 104 81 104 81 104.81 104.81 104 81
Net Worth 670 82 670 82 670 82 670.82 670.82 670 82
Add. Face Value of the 29952 299 52 299 52 299.52 299 52 299.52
total No of new equity .
shares .
- Shares premium of the - - —— 44928 449.28 449 28
total No of New Equuty
shares °
C New Net Worth 970 34 970 34 970 34 1419.62 1419.62 1419 62
D N A V Per Share 926 926 9.26 1354 13 54 13 54
B P A Tax As per CCl 167 13 167 13 16713 167 13 167.13 167.13
Add Return on New 52.77 7915 105.54 131.94 19791 263.88
Capital
I NewP AT 21990 246 28 272 67 29907 365.04 431.01
G Eaming per share 210 235 2.60 2.85 3.48 411
1 Profit Earmng Capacity
Value )
-At15% Cap. Rate 14 00 1567 1733 19.00 2320 27 40
At12% ¢ - 17 50 1958 2167 2375 2900 3425
AL 10 % . 21.00 23 50 26.00 28 50 34 80 41.10
ALRW “ 2625 29 38 3250 3563 43.50 5138
| Fanvalue Based on the
above PLECV and NAV
-At 15% Cap rate 1163 1247 1330 16 27 18.37 2047
M2% - 1338 14 42 1547 1865 2127 2390
-AL 0% 1513 16 38 1763 2102 24.17 27.32
At 8% ¢ 1776 1932 20 88 24 59 28 52 3246
I D=C/B G=F/B H= G
*100. I=(D+H)/2

Respective Capitahisation rate
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3.16 : OSWAL SPINNING & WEAVING MILLS LIMITED

3.16.1 : COMPANY BACKGROUND:

OSWAL SPINNING & WEAVING MILLS LIMITED was incorporated under Indian
Companies Act 1913 on 19* September 1955 under the name Oswal Cotton Spinning
& Weaving Mills Limited and fresh certificate of incorporation was obtained on 26"
February 1965 consequent to change of name as Oswal Spinning & Weaving Mills
Limited. ‘The main objectives of the company are to manufacture textiles,
acrylic/wqolen yarns, vanaspati ghee and alloy casting. The object of the issue was to

part finance the expansion and modernisation plan.

3.16.2 : ISSUE HIGHLIGHTS: )

The company made 2 Right-cum-Public issue of 3,84,380, 14% secured fully
convertible debentures of Rs.200.00 each for cash at par aggregating to Rs.768.76
lacs. As per the Conversion terms given in the prospectus part-1 of each fully paid up
debenture would be automatically and compulsorily converted into %IVC fully paid up
equity shares of the face value of Rs.10.00 each for cash at a premium of Rs.10.00
per equity share on the expiry of 6 months from the daté of allotment. The part-II of
Rs.100 00 would be converted into five equity shares of the face value of Rs.
10.00 each at a premium of Rs.10.00 each at the end of 18 months from the date of

allotment.

3.163: 0 VER\ ALL OBSERVATIONS,

Accordiné to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.44.95, Rs. 48.49, Rs.52.03 and Rs.57.34
showing underpricing by 55.55%, 58.75%, 61.56% and 65.12% respectively. The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage:of
pre-issué average market price stood at 131.08%, 141.41%, 151.73% and 167.22%
respectively. That is, none of these fairvalues were within' the range of 80.00% to
100.00% <;f the pre-issue average market price. .

As per the CCI guidelines, the applicable capitalisa:iion rate v;/gs 15%, as”the;

'

company is manufacturing concern. At 15% capitalisation rate the issue price was
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44 49% of the fairvalue. ie, it was highly underpriced The offer price as
percentage of pre-issue average market price was 58.32% ie This was highly

underpriced

Those investors who were lucky enough to receive allotment, got mini:mum return of
35 00% and maximum return of 275 00% per equity share during the year 1991.
Similarly, during the year 1992, the investors could have realised minimum return of
93 75% and maximum return of 650 00% per equity share As said earlier, the issue
was underpriced at 15%,12%,10% and 8% capitalisation-rate meaning thereby that -
the company has collected less amount by Rs.249.50, Rs.a%84.90, Rs.320.30 and Rs. |
373 40 per F C D respectively ‘ ‘

- A close look at the market price before and after the issue, throw light on possibility
of price-rigging The company came out with public issue in the month of
\eptémber 1990 and the allotment could have been finalised by December 1990, "
The pre-issue six monthly average market price were in the range of Rs 22.00 to

r Rs26 00 The post-issue yearly high and low market price also revealed that the

i

'3\ \\ v \\ company or it’s promoters had not resorted to price-rigging.

"\S o
° P
X

‘}f According to the calculations shown in statement No.U-15, the P.EP.S. and

.
)

FDEPS stood at Rs177 and Rs 1 12 respectively. Accordingly, the company
could have charged premium of Rs8 73, Rs 10.21, Rs.11 68 and Rs.13 89 at the
capitalisation rate of 15%, 12%,10% and 8% on the basis of P.EP.S calculations;
while on the basis of F D.E P S, the company could have' charged premium of Rs.
184, Rs277, Rs.3.71and Rs 511 at 15%, }2"/%, 10% and;ﬂ:é% capitalisation rate. ‘

The statement No A-15 to D-15 shows that the company could have offered it’s -
equity share in the range of Rs 16.49 to Rs.85.47 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of '

EPS_ PECV, NAV, capitalisation rate, R O N.-W | no.of equity shares etc.

¥

3.16.4 : OBSERVATIONS OF HYPOTHESIS:
It is seen that, initial offer price sanctioned by the office of the C.C.I ' wast

conservative based on the fairvalue calculations. p
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It is also- seen that, disregarding type of industry, for this company too, the office of

the CCI has followed uniform premium fixation method

It is found that the offer price fixed by the office of the C C.I. was underpriced by
55 55%, 58.75%, 61 56% and 65.12% at 15%, 12%,10% and 8% capitalisation rate

respectively

It 15 also observed that the offer price as a percentage of book value and pre-issue

market price were 32 48% and 58 32% which were highly disproportionate
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ANNEXURE 15-X
NET ASSET VALUE (NAYV)

Name of the Company : OSWAL SPINNING & WEAVING MILLS LIMITED
According to the audited balance sheet as at 31st March 1990,

Rs Rs
{Lacs) (Lacs)
lotal Assets 1609 53 sharcholders tund e
Deduet all habibiies (1) Equity Caprtal 137.36
1 Preference capiial ml  {2) Free reserves 708 71
2 Secured & unsecured borrowings 33416 Total 846.07
3 Current habihiies ' 229 30 Deduct contingent ml
hiabilities
4 Contingent hiabilities wl —
Net worth 846 07 Net worth 846 07
Add
{ DY resh capital Issue at Face Value ml
Total 846 07
Nuntber ol shares including Fresh and bonus 1ssue 1374
NAV per share 6157
’ ANNEXURE i5-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Yeur Profit before tax Profit aller ta Dividend declared
1 March 1988 29 55 T 2955 867
2 March 1989 i 63 31 579! 2462
3 March 1990 78 26 - 68 26
Sunple Average
or
Werghted Average 6515 58 36
Average profit before tax (on the basis of Weéighted Average) 65.15
Decduiet .
Provisions for tasation 6.79
Avcrage profit afler tax 58 36
DDeduct Preference dividend ml
Net profit after tay 58.36
Add-Contribution to protit by fresh 1ssue i any ml
Total profit afler tax 58.36
Number of equity share meluding tresh and bonus 1ssue 1374
Earmng per share(EPS) 425
Profit Earming Capacity Value (PECV) at 13 % caputahsation rate
(1e by multiplying EPS by 66)
15% 28 33
12% 3542
10% 4250
8% 5312
FAIR VALUE CALCULATION
Sr Capitahsation Prolit Net Asset Total of Fair Value Remarks
No Rate Earming Value per Col No(3) Col No (5)
Capacity share & (4) divided by
Value two
! 2 3 4 3 6 7
! 15 % 28 33 6157 89 90 44 95
2 12% 3542 6157 96 99 48 49
3 10 % 42 50 61 57 104.07 5203
-4 8 % 3312 61 57 114.69 57.34




ANNEXURE 15-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Marhet Average Average Monthly Market
Price Price Average Price
! 2 3 4 35 6 7 8 9 -
1 1988 41 00 1900 3000
2 1989 52 50 2400 3825
3 1990 60 00 3000 45 00
4 Feb 90 300 2200 2250
3 Mar 90 24 00 2200 2300
o Apr 90 26.00 2300 24 50 2392 3429
7 ‘May 90 26 00 2300 24 50
8 Jun 90 _2500 2300 2400
9 Jul 90 26 00 2400 2500
Total of Col. No. 6 143.50 Total of Col. No. 7 & 137.17
Divided by months = = —---=~-- 8 Divided by no.of = we----
. 6 1tems 4
= 23.92 = 34.29

STATEMENT NO. U - 15
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.

(FIG IN LACS.)
P.EP.S. F.D.EP.S.
Number of Lquity Shares at the tune of I'me of Issue 1373 1373
Add  Part "A” Conversion ' 19 22 18 22
Part *13” Conversion 1922
. 32 95 52.17
Profit After Tax 58 36 58 36
Earmng Per Share (PLPS) 177 .
Larming Per Share (FDEPS) 112
Profit Larmng Capacity Value ’
AU 13 % Capitalisation 1180 7.47
A2 % 1475 933
AL1D % 1770 1120
A8 % 2212 14 00
Net Worth 846 07 846.07
Net Asset Value Per Share 2567 16 22
Far Value
AL 15 % Capatahisation Rate 1873 11 84
At12 % 20214 12.77
At 10 % 2168 1371
At8 % 23 89 16.11
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STATEMENT NO. A-15

Sr Particulars Including New Equity Capital (due to-  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part A’ of debenture) at
its FACE VALUE m the networth and  its OFFER PRICE in the networth and
1if PAT includes return on new capital  if PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW, RONW RONW
] 2 3 4 5 6 7 8
A Number of Equty 1374 1374 1374 1374 13.74 13.74
Share at the tume - of ’
1ssue -
Add Conv of Part: A’ 19.22 1922 19.22 1922 1922 19.22
Deb
Conv of Part ‘B" Dcb - - - - - -
B Total No of Shares 3296 32.96 32.96 3296 32.96 3296
Net Worth 846.07 846 07 846.07 846.07 846.07 846.07
Add Face Value of the 192 19 192 19 192.19 192 19 192 19 192 19
total No of new equity ) g
shares
- Shares prenuum of the e - —— 192.19 192.19 192 19
total No of New Equty
~shares
C New Net Worth 1038 26 1038 26 1038 26 123045 123045 123045
D N A V Per Share 3150 31350 31.50 37.33 3733 3733
I Protit Afler Tax As per 58.36 58.36 38.36 ¢ 58 36 58.36 58 36
CCl .
Add Return on New 774 1162 1549 15.49 2325 3098
Capital :
) New P A 66 10 69 98 73 85 7385 81 61 89.34
G Farming per share 200 212 224 224 247 ~ 27
1 Profit Earning Capacity
Value
-Al13% Cap Rate 1333 14 13 14.93 14.93 16 47 18.07
SAL12% - 16 67 17.67 18.67 18.67 20.58 2258
-At10 % 20 G0 21.20 2240 22.40 24.70 2710
-At 8 % 25.00 26 50 28.00 28.00 30.87 33.87
I larvalue B3ased on the
above PECV and NAV
~AL 15 % Cap rate 22 41 22 81 23.21 26.13 26 90 2770
A2% o 2408 24 58 2508 28.00 2895 28.95
AL 10 % 2575 26 35 26 95 29.86 310t 3221
-At 8% ' 28.25 2900 29.75 3266 34.10 3560
I D=C/B G=F/B H= G
* 100 - I=D+H)nN

Respective Capstalisation rate
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STATEMENT NO. B-15

(Fig. in Lacs)

Respective Capitalisation rate

201

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Converston of part "A’ of debenture) at - Conversion of part "A’ of debenture) at
its FACE VALUE 1n the networth and  1ts OFFER PRICE 1n the networth and
if PAT includes return on new capital 1ff PAT includes return on new capital
AT . AT
50% of 75% of 1006% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equuty 1374 13.74 13.74 13.74 13.74 1374
Share at the time of
185ue
Add Conv. of Part “A” 19.22 1922 1922 1922 1922 1922
Deb
Con of Part 'B’ Deb 1922 1922 1922 1922 19.22 1922
B Total No of Shares 5218 5218 52.18 5218 5218 5218
Net Worth 846 07 846.07 846.07 846.07 846 07 846 07
Add Face Value of the 384.38 384 38 384 38 384 38 384.38 384 38
total No of new equity
shares
- Shares premum of the - - — 384.38 384.38 384 38
total No of New Equaty
shares
C New Net Worth 1230 45 1230.45 1230.45 1614.83 1614.83 1614.83
D N A V Per Share 2358 2358 2358 3094 30.94 3094
I PATAsperCCl " 5836 58.36 58 36 58 36 58.36 38.36
Add Return on New 1549 2325 3098 30.98 46 50 61 96
. Capital
I New PAT. 73 85 81 61 8934 89 34 104 86 120.32
G Eamung per share 141 156 1.71 171 2.00 230
I Profit EFarming Capacity
Value . \
-At15% Cap Rate 9.40 10.40 11.40 1140 13.33 1533
ALR2% - " 1175 1300 1425 14 25 16.67 1917
AtI0% - 14 10 1560 1710 17.10 2000 2300
-At 8% 17 62 19 50 2137 2137 2500 2875
| Fanvalue Based on the
above PECV and NAV . .
-At15% Cap rate 16 49 16 99 17.49 217, 22.13 2313
AL12% - 17.66 18.29 18.91 2259 23.80 25.05
-AL10 % 18 84 1959 20.34 24 02 2547 26.97
-At 8 % 20 60 2154 2247 2615 2797 2984
I b=C/B G=}/B H= G
*100. I=(D+H)2



STATEMENT NO. C- 15

. (Fig in Lacs)
Sr.  Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 1f profit afler tax mcludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75%of  100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity Share 1374 1374 13.74 1374 13.74 1374
at the time of 1ssue
Add Con. of Part A’ - - - - - -
Deb
Con of Part ‘B’ — - — —_— - -—
Deb '
B Total No of Shares 13.74 1374 1374 13.74 13.74 13.74
C Net Worth 846.07 846 07 846 07 846.07 846.07 846.07
D N. A V. Per Share 61.57 61 57 61.57 61.57 61.57 61.57
E P.A T. As per CCl 58 36 58 36 38 36 58.36 58.36 58.36
Add Return on face 7.74 1162 15.49 7.74 1162 15.49
value of new capital part
A
Return  on  Premuum - —— — 7.75 11.63 1549
Amount of new Capital
Part A
F NewPAT 66 10 69 98 73 85 73.85 81.61 8934
G Earnmg per share 481 5.09 5.37 5.37 5.94 6.50
I Profit Kaming Capacty
Value
-At 15 % Cap rate 32.06 03393 3580 35.80 39.60 43.33
At2% o« 40.08 4241 44.75 4475 49.50 54.17
-At 10 % 48.10 5090 53.70 53.70 59.40 65.00
At 8% 0+ 0« 60.12 63.62 67 12 6712 74 25 81.25
I Farvalue Based on the
above PECV and NAV
-AL 15 % Cap. rate 46 87 4775 48.68 48.68 50 58 52:45
ALI2% 50.82 5199 53.16 53.16 55.53 5787
-At10% 0+ ¢ 54.83 56.23 57.63 57.63 6048 63.28
-At 8% v o 60.84 62 59 64.34 64.34 67.91 7141
G

I D=C/B-G=F/B H=

*100: . I=(D+H)/2

Respective Capitalisation rate
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STATEMENT NO. D - 15

(Fig m Lacs)
Sr Particulars Excluding the convertible secunities from the total number of paid up equity
No shares and 1f profit after lax includes return on new capital at
Face Value at Offer Price at
30% of 75% of 100% of S0%of + T5%of 100% of
RONW RONW RONW RONW RONW RONW
| 2 3 4 5 6 7 8
A Number of Equity Share 1374 1374 13.74 1374 13.74 13.74
at the tune of msuc
Con of Part "A” Deb - e - -— — —
Con of Part "B" Deb - ne- - - - -
B Total No.of Shares 1374 1374 1374 1374 13.74 13.74
C Net Worth 846.07 846 07 846.07 846 07 846 07 846.07
D N A V Per Share 6157 6157 61.57 6157 6157 61.57
I P AT AsperCCl 58 36 58 36 58 36 58.36 58 36 58.36
Add Return on face 1549 2325 3098 15.49 23.25 ,30.98
value of new caputal part
A
Return  on  Premuum - - - 15495 2325 3098
Amount of new Capital
Part A
F NewPAT. 73 85 81 61 89.34 89 34 104 86 120.32
G Earning per share 537 594 650 650 763 875
1 Profit Earmmg Capuctty
Value
-At15% Cap rate 3580 3960 4333 4333 50.86 5833
At12% v 4475 49 50 5417 54.17 63 58 72.91
At10% @ 5370 59 40 65.00 65 00 76 30 8750
-At 8% - 67.12 74 25 81.25 8125 95.37 109.37
1 Famrvalue Based on the
above PECY and NAV
ALIS % Cap rate 48 68 50 58 5245 5245 5621 '59.95
At12% o 5316 5553 5787 5787 ° 62.57 67.24
-At10% o 57.63 60.48 63 28 63.28 68 93 74.53
-Al 8% 64 34 67 91 71 41 71.41 7847 8547
G

J D=C/B G=F/B H=
Respective Capitalisation rate

*100 I=(D+H)/2
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3.17 : PRAKASH INDUSTRIES LIMITED

3.17.1 : COMPANY BACKGROUND:;

PRAKASH INDUSTRIES LIMITED was incorporated as Prakash Pipes and
Industries Limited on 31% July 1980. In view of it’s diversified activities, the mame of
the company was also changed to Prakash industries Limited and a fresh certificate
of incorporation was obtained on 1% November 1990. The company is engaged in
manufacture of PVC pipes, B & W. picture tubes, video tubes and cassettes. The

object of the issue was to part finance the proposed sponge iron project.

3.17.2 : ISSUE HIGHLIGHTS:

The company made a Right-cum-Public issue of 14,36,804, 14% secured fully
convertible debentures of Rs.280 00 each for cash at par aggregating to Rs.4023.05
lacs As per the Conversion terms given in the prospectus part-I of Rs.140.00 of
each fully paid up debenture would be automatically and compulsorily converted
into five fully paid up equity shares of the face value of Rs.10.00 each for cash at a
premium of Rs.18.00 per equity share on the expiry of 6 months from the date of
allotment The part-II of Rs 140 00 would be converted into five equity shares of the
face value of Rs 10.00 each at a premium of Rs.18.00 each at the end of 18 months -

from the date of allotment

3.17.3 : OVER ALL OBSERVATIONS: A

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.33.36, Rs.36.69, Rs.40.02 and Rs.45.02
showing underpricing by 16.06%, 23.68%, 30.03% and 37.80% respectively. The
fairvalue per shﬁre at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market price stood at 75.76%, 83.32%, 90.89% and 102.24%
respectively. That is, the fair values at 12% and 10% capitalisation rate were with in
the range of 80 00% to 100 00% of the pre issue average; market price; while the fair
values at 15% and 8% capitalisation rate were not within the range of 80.00% to

100 00% of the pre-issue average market price.



As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
83 94% of the fairvalue, i.e., it was moderately underpriced. The offer price as

percentage of pre-issue average market price was 63.59%.

Those investors who were lucky enough to receive allotment, got minimum return of
20 53% and maximum return of 507.14% per equity share during the year 1992. As
said earlier, the issue was underpriced at 15%,12%,10% and 8% capitalisation rate
meaning there by that the company has collected less amount by Rs.53.60, Rs.
86 90, Rs.120.20, and Rs.170.20 per F.C D. respectively.

A close look at the market price before and after the issue, throw light on possibility
of price-rigging. The company came out with public issue in the month of November
1991 and the allotment could have been finalised by February 1992. The pre—issue‘s'ix
monthly market price were in the range of Rs.15.00 to Rs.58.50. The post-issue yearly

7 high and low market price also revealed that the company or it’s promoters had not

v
.9 \resorted to price-rigging.

3
1

N

A

According to the calculations shown in statement. No U-16, the P.E.P.S. -and
F.D.EPS. stood at Rs.1.94 and Rs.1.28 respectively. Accordingly, the company
could have charged premium of Rs.6.18, Rs.7.80, Rs.9.41 and Rs.11.84 at the
capitalisation rate of 15%, 12%, 10% and 8% on the basis of P.E.PS. calculatior;s,
while on the basis of FD.E.P.S , the company could have charged premium of Rs.
175, Rs2 81 and Rs.4.41 at 12%, 10% and 8% capitalisation rate. 1

The statement No A-16 to D-16 shows that the company could have offered it’s
equity sﬁare in the range of Rs.16 18 to Rs.113.27 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of
EPS,PECV, N AV, capitalisation rate, R O N W., no.of equity shares etc,

3.17.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.C.I was

conservative based on the fairvalue calculations.



It 15 also seen that. disregarding type of industry, for this company too, the office of

the CCl has followed uniform premium fixation method

\

It 1s found that the offer price fixed by the office of the C C 1 was underpriced by
16 06%. 23 68%. 30 03% and 37 80% at 15%, 12%, 10% and 8% capitalisation rate

1
i

respectively \ ;

It 1s also observed that the offer price as a percentage of book value and pre-issue

market price were 62 42% and 63 59% which were highly disproportionate. ;



ANNEXURE 16-X
NET ASSET VALUE (NAY)
Name of the Company : PRAKASH INDUSTRIES LIMITED
According to the audited balance sheet as at 31+t March 1991,

Fotal Assets
Deduct all habilities
Preference capital

I
2 Secured & unseeured borrowings
3

Current habilities

4 Contingent habihitres

Net worth

Add

Number of shares wcluding | resh and bonus 1ssue

NAV pet share

t Dl resh capital Issue at Face Value

Total

Rx
(Lacs)
10899 61

ml
6024 87
2163 24

mj
2711 51

Sharcholders fund
(1) Equaty Captal

(2) Free reserves
Total
Deduet contingent
habilities
Net worth
m)
271151
6770
4005

Rs
{Lacs)

676 95
2034 56
2711 31

il

271151

ANNEXURE 16-Y
PROFIT EARNING CAPACITY VALUE (PECY)

Yew Profit betore tas Profit after tax Dividend declared
1 Dece 1986 86 89 86 89 13350
2 Dece JY87 104 90 88 30 33152
3 Dece 1988 506 09 506 09 x 7941
4 March 1990 22065 17565 15129
3 March 1991 538 46 498 46 169 71
Smple Average 291 39 274 07

or
Weighted Average
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Average profit belore tas ton the basts of Sumple Average)
DPeduct

Provisions tor tusalion

Avcrage protit abfor tax

Diéduct Preterence dividend

Net profit after tas

Add Contribution to profit by tresh issue if am

Fotal profit atter tay

Number of cquity share mehuding tresh and bonus sue
Farmag per share(EPS)

Profit Faming Capuetty Value (PECV) at 13 % capitalisation rate

tie by multiphmg EPS by 60)

13%
12%
0%

8%

291 39

20 32
27107
ml
271 07
tul
271 07
67 70
400

26 67
33133
4000
5000

FAIR VALUE CALCULATION

Si Capitalsation Prolit Net Asset Total of Far Value ~ Remarks
No Rate Parming Valueper  Col Ne(3) Col No (5)

Capaciy share & () divided by

Value two

1 2 3 s 4 3 6 7
| 15 % 2667 4003 6672 3336
2 12 % 3333 40 03 7338 36 69
3 10 % -0 60 4003 80 03 4002
4 8 % 5000 4003 90 03 4502
ANNEXURE 16-Z

CALCULATION OF AYERAGE MARKET PRICE

S1 No Yeat Month Highest Lowest Monthlv Yearly Averageof  Average
Marhet Marhet Average Average Monthly Market
Price Price Average Price
| 2 3 4 5 6 7 8 9
1 1990 80 40 37 00 3850
2 1991 4300 2675 3587
3 1992 ) 58 50 3000 44 25
4 May 91 17 00 1500 16 00
3 Jun 9l 20100 1300 1750
O Julv - 91 46 00 4 50 4325 3750 44 03
7 TAug 9l 47 50 4100 4425
8 Nep Yl 5750 4200 49.75
9 Oct 9l 3850 3000 34 25
Total of Col. No. & 240.00 Total of Col. No. 7 & 176.12
Divided by months = —--we- % Divided by no.of = ~-----
& - 1tems 4
= 37.50 = 44.03
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STATEMENT NO. U - 16
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

(FIG INLACS)
P.EP.S. F.D.E.PS.
Numnber of Tquity Shares at the time of Time of Tssue a7 70 67.70
Add  Part  A” Conversion 7184 71 84
Part 13 Conversion 7184
139 54 21138
Profit After Tas 27107 271 07
I armng Per Share (PEPS) 194
Lurmumg Per Share (FDEPS) 128
Profit | armng Capacnty Value
AL 15 % Capitalisation Rate 1293 853
ALI2 % -7 - 16 17 1067 .
AL10 % - - 19 40 12 80
A8 % - - 24 25 16 00
Net Worth 2711 81 2711 51
Net Asset Value Per Share 18 43 12,83
lar Value
Al 15 % Caputalisation Rate 16 18 1068
A2 % - " 17 80 1175
ALIO % - 19 41 12 81
AL8 % : . . 2184 14 41




STATEMENT NO. A-16

(Iig m Lacs )
~ Particulars Including New Lquity Capital (due to  Including New Equty Capital (due to
Converston of part "A” of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE m the networth and  1ts OFFER PRICE in the networth and
i PAT includes return on new captal — if PAT includes return on new capital
AT AT
30% of T5% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| . 2 3 4 5 6 7 3
A Number  of  Iiguity 0769 067 69 67 6Y 67 69 67.69 67.69
Share at the time  of
IENTH
Add Conv of Part "A” 71 84 71 84 71 84 71 84 71 84 71 84
Deb
Conv of Part "B" Deb - - - - - -
3 T'otal No of Shares 13953 139 53 13953 13933 13953 139.53
Net Worth 2711 51 2711 51 2711 51 2711 51 2711 51 2711 51
Add Face Value of the 718 40 718 40 718 40 71840 718 40 718 40
total No of new cquity
shares
- Shares premium of the - - - 1293.13 1293 13 1293 13
total No of New Equity
shares
¢ New Net Worth 342991 342991 3429 91 472304 472304 4723.04
D N A V. Per Share 2438 2458 2438 3385 3385 3385
I Profit After Tax As per 27108 27108 271 08 271.08 271 08 271.08
CCl
Add  Return on New 6602 99.03 13204 184 85 27739 - 36972
Capital
I New PAT 33710 370 13 403 12 45593 548.47 640 80
G Larming per share 242 265 289 327 393 4.59
o Profit Fumimg Capacity
Vilue -
-At13% Cap Rawe 1613 1767 1927 2180 2620 3060
SA12% - 2017 2208 24 08 27125 3275 3825
<At HY % 2.1 20 26 50 28 90 3270 39 30 45.90
AL R Y - 3025 3313 3613 40 88 4913 57.38
! Farvalue Based on the -
above PLCY and NAV
-AL13 % Cap rate 2036 2113 2193 2783 30.03 3223
ALI2% - 2238 2333 24 33 3035 33.30 3605
-AL 1O % 24 39 2554 26.74 3328 36 58 3988
-At 8% 2742 28 86 30 36 3737 41.49 4562
I D=C/B G=F/B = G .
* 100~ I=D+H)2

Respective Capatalisation rate
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STATEMENTNO. B- 16

(F1g m Lacs )
Partculars Including New Fquuy Capital (due to Including New Equity Capital (due to
Converston of part "A” of debenture) at  Conversion of part "A” of debenture) at
its FACE YALUE 1n the networth and  1its OFFER PRICE m the networth and
N if PAT meludes retum on new capital  if PAT mcludes retum on new capital
Al Al
50% of 75% of 100% of 50% of " 75% of 100% of
RONW RONW RONW RONW RONW RONW
2 3 4 : 3 6 7 3
A Number  of  Equiy 6769 6769 6769 6769 6769 67.69
Share at the time  of
Iawtie ]
Add Conv of Part A 71 84 71 84 71 84 7184 71 84 71.84
1eb
Comv of Part 13" Deb 7184 71 84 71 84 71.84 71 84 71 84
B ot No of Shares 21137 21137 21137 21137 21137 21137
Net Worth 2711 51 2711.51 2711 51 271151 2711 51 2711 51
Add Face Value of the 1436 80 1436 80 1436 80 1436 80 1436 80 1436 80
total No - of new equity
shires
- Shates premuum of the - - n 2586.26 2586 26 258626
total No of New Lquity
shares
¢ New Net Worth 4148 31 4148 31 4148 31 6734 57 6734 57 6734 57
D N A V Per Share 19.63 1963 19 63 3186 3186 3186
I Profit After Fax As per 271 08 271 08 271 08 27108 271 08 27108
CCl
Add Return on New 13204 198 13 26408 36972 35478 73944
Capital
1 New PAT 403 12 469 21 33516 640 80 825.86 1010 52
G Larning per share 19] 222 253 303 391 478
H Profit Farmng Capacily
Value
-AULIS Y% Cap Rate 1273 14 80 16.87 2020 2607 3187
At1I2% " 1592 18 50 2108 2525 3258 3983
-At H) % 1910 2220 2530 3030 3910 47 80
-At 8% 2388 2775 3163 3788 48.88 5975
| Parrvalue Based on the
above PRCV and NAY
-AL S % Cap rate 16 18 1722 1825 26 03 2897 31.87
-AUI2 % " 1778 19.07 20 36 - 28356 32.22 3585
-ALIO Y% 19 37 2092 247 3108 3548 3983
-Al 8 % 21 76 2369 2563 34 87 40 37 45 81
I bh=C/B G=bH/B = G

Respective Capitalisation rate

* 100~ [=MD+IHn



STATEMENT NO. C- 16
(I1g in Lacs)

Sr Purtiesihurs, Excluding the convertible sceurities from the total number of paid up equity
Noe shares and i profit afler tax includes return on new capital al
Face Vulue at Offer Price at
30% of 75% of 100% of 0% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 3 [ 7 8
A Number of Equitv Share 6769 67 69 67 6Y 6769 07 69 67069
dat the e of 1ssue
Add Con ol Part A’ - - - - - -
Deb
Con of Part "}¥ - e - - - -
Deb :
i3 fotal No.of Shares 67 69 67 69 0769 67 69 6769 67.69
C Net Worth 2711 351 2711 51 2711 51 2711 51 271151 2711 51
D N AV Per Share 4003 4005 4005 40 05 40.05 4005
I P AT Asper CCI 271.08 271 08 271 08 271.08 271.08 27108
Add  Return on face 66 (2 99035 132 04 66 02 205 13204
value of new capital part
A
Retwn  on  Premmum — — - 11813 17834 23768
Amount of new  Capital
at A
! New PAT 337 10 370 13 403 12 45593 548 47 640 80
G Farung per share 498 5446 595 6,73 81U 9.46
H Profit Lammg Capaciy ’
Value
SAUTS % Cap rate 3320 36 40 3967 44 87 5400 63 06
AN ‘ BN 4550 19 38 5608 67.50 78 83
AT Y% 49 80 5400 39 50 67.30 81.00 94 60)
-At 8% 6223 68 25 74 37 84 12 101.25 118 23
I Tamvalue Based on the
above PECV and NAV
~ALES % Cap rate 3662 R 3986 42 46 4702 - 5133
~At 12 % - 4077 4277 44 81 48.06 3377 59 44
-AL10 % 4492 4732 4977 5367 60 52 67 32
-At B % 3115 5413 5721 62 08 70 65 79 15
G
I D=C/B G=1/B 1= * 100 I=(D+1)/2

Respective Capitalisation rate



STATEMENT NO. D - 16

(11g m Lacs)

Respective Capitalisation rate

51 Partieulurs. Eacluding the comvertible securtties from (he total number of paid up equity
No shares and 1f profit after tax includes return on new capital at
Face Value at Offer Price at
: S0% of 73% of 100% of 50% of 75% of 100% of
RONW RONW RONW - RONW RONW RONW
] 2 3 4 5 . G 7 8
A Number of {.quity Share 67 6Y 6769 67 69 6769 6769 67 69
at the tine of e
Add Con of Part "A™ - - - -- - - -
Deh
Con of Part 13 - - - e e e
Deb
13 Total No ol Shares 67 69 67 069 6769 6769 67 69 67 69
C Net Worth 2711 51 2711 51 27114 51 2711 51 271151 271151
D N A V Per Share T 4005 4005 46 035 4003 40 05 40 05
i P AT Asper CCH 271 08 271.08 27108 271.08 271 08 271 08
Add  Return on face 13204 198 13 264 08 132 04 198 13 264 08
value of new capital part
A .
Return on Premnan - - - 237 68 356 65 475 36
Amount of new  Capital
Part A
I New PA L 40312 469 21 335 16 640.80 82586 101052
G Parmmg per shaie 595 693 790 947 12 20 14 92
1l Profit Larmmg  Capacity
Vilue
SAUTS % Cap rale 3967 46 20 5267 63 13 8133 99 47
-AL T2 % 1 3% 3775 05 83 78 91 101 67 124 33
SALIO % 39 30 64 30 7900 94 71 122 00 149 20
At 8% 74 37 86 62 98 75 118 37 152 50 186 50
P iaevaloe Based on the
above PLCV and NAV
-AL TS % Cap rate 39 86 4312 46 36 5159 60 6Y 6976
-AUI2 Y% . 44 81 48 90 52 94 59 48 70 86 8219
At 10 Y% 4977 5467 39 52 6737 81.02 94 62
-AL 8% 5721 63 33 69 40 79 21 96 27 11327
G
I D=C/B G=1/3 = * 100 I=(D+H)/2



3.18 : PRIYADARSHINI SPINNING MILLS LIMITED

3.18.1 : COMPANY BACKGROUND:

PRIYADARSHINI SPINNING MILLS LIMITED was incorporated as a public
limited company on 14" May 1981 under the Companies Act 1956 The main
objectives of the company are to manufacture, deal in all kinds of cotton and
synthetic hosiery goods, worsted and woolen goods and goods made of jute,
hemp, flax, cellulosic fibers, synthetic polymers, metallic fibers and glass fibers. The
object of the issue was to part finance the cost of setting up a new division for the

manufacture of cotton yarn

3.18.2 : ISSUE HIGHLIGHTS:

The company made a Right-cum-Public issue of 2,00,000, 14% secured fully
convertible debentures of Rs 250 00 each for cash at par aggregating to Rs.500 00
lacs As per the Converston terms given in the prospectus, each fully paid up
debenture would be automatically and compulsorily converted into ten fully paid up
equity shares of the face value of Rs.10 00 each for cash at a premium of Rs.15 00

per equity share on the expiry of 6 months from the date of allotment

3.18.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 30.07, Rs.34.96, Rs 39.85 and Rs 47 19
showing underpricing by 16 86%. 28 48%, 37 26% and 47.02% respectively. The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market price stood at 78 06%, 90 75%, 103 45% and 122.50%
respectively That is, except the fairvalue at 12% capitalisation rate, none of these
fairvalues were within the range of 80 00% to 100 00% of the pre-issue average

market price

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern At 15% capitalisation rate the issue price was
83 13% of the fairvalue, ie it was moderately underpriced. The offer price as

percentage of pre-issue average market price was 64 90%.
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Those investors who were lucky enough to recerve allotment, got minimum return of
(30 00%) and maximum return of 113 00% per equity share during the year 1é93, As
said earlier, the issue was underpriced at 15%,12%,10% and 8% capitalisation. rate
meaning thereby that the company has collected less amount by Rs.50 70, Rs.99 60,

Rs 148{50 and Rs 221 90 per F C D respectively

/ A close look at the market price before and after the issue, throw light on possibility of
pricé—nggihg The company came out with public issue in the month of March 1992
and the allotment could have been finalised by June 1992. The pre-issue six monthly
market price were in the range of Rs 40 50 to Rs 6500 The post-issue yearly high
and low market price also revealed that the company or it’s promoters had not

| resorted to price-rigging

According to the calculations shown in statement No U-17, the P EP.S stood at Rs.
391 Accordingly, the company could have charged premium of Rs.10.03, Rs.13.29,
Rs 16 55 and Rs 21.43 at the capitalisation rate of 15%,12%,10% and 8% on the
basis of P E.P S calculations While on the basis of F D E.P S, the company hastto

1ssue 1t’s share at discount

The statement No A-17 and C-17 shows that the company could have offered it’s
equity share in the range of Rs2397 to Rs 79 06 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS _ PECV, N AV, capitalisation rate, R.O N W, no of equity shares etc.

3.18.4 : OBSERVATIONS OF HYPOTHESIS »
It 1s seen that, initial offer price sanctioned by the office of the CCI was

conservative based on the fairvalue calculations

It 1s also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method.

It is found that the offer price fixed by the office of the C C.I was underpriced by
16 86%. 28 48%. 37 26% and 47 02% at 15%,12%,10% and 8%, capitalisation rate

respectively



It is also observed that the offer price as a percentage of book value and pre issue
average market price were 11899% and 64 90% The  offer price was

disproportionate to the average market price

Sl
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ANNEXURE 17-X
NET ASSET VALUE (NAY) .
Name of the Company : PRIYADARSIINI SPINNING MILLS LIMITED
According to the audited balunce sheet ay at 31st March 1991,

Rs Rs
{Lacsy {Lacs)
total Assets 31109 44 Sharcholders fund
Deduct all labihities (1) b:quty Captal 400 00
I Preference capital ml  (2) Iree reserves 440 42
2 Seuured & unsecured borrowings 1446 62 lotal 840 42
3 Cuarrent habihities 82240 Deduut contmgent nil
habilities
4 Contingent habilities il
Networth 340042 Net worth 840 42
Add
{ il resh captal bsue at ace Value il
Total 840 42
Number of shuares mcluding Fiesh and bonus ssue 4000
NAV pur share 2104
ANNEXURE 17-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Yeur Prolit before tay Profit after tan Dividend declared
1 Maich 1989 77 GY 7709
2 Miach 1990 18 22 I31 04 3997
3 Mardh 1991 37340 34328 60 00
Simple Average
or
Weghted Average 25962 23482
Avcrage profit before tas (on the basts of Sumple Average) 25962
Dleduct
Provissons for tanation 24 80
Average profit atter tax 234 82
Dreduet Preterence dividend nil
Net profit after tan 234 82
Add Contribution to profit by fresh ssue il am il
Lotal profiit after tin 234 82
Number of equity share mdluding tresh and bonus ssue 40 00
Lammg per share(12PS) 587
Profit | anung Capauty Value (PECV) at 13 % capitalisation rate
(1e by muluphang EPS by 60
) 153% 3914
12% 48 92
10%% 3870
{W% 7337
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Assct total ol Far Value Remarhks
Na Rate Larmng Value per Col Not3) CelNo (5
Capucty share & (4 divided ty
Value Mo
! 2 3 4 3 G
l [N 39 14 2100 60 15 3007
2 1294 48 92 210l 0649 93 3496
3 10 %4 S8 70 21 7971 3983
-4 8 Yy 7337 2108 94 38 47 19
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ANNEXURE 17-Z

CALCULATION OF AVERAGE MARKET PRlCE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market . Marhet Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
1 1989 2375 900 16.37
2 1990 60.00 1675 3837
3 1991 6500 2750 46.25
4 Jul 91 5250 42.50 4750
3 Aug. 91 65 00 51.25 5812
6 Sep 91 <653 00 60.00 62 50 53.10 38.52
7 Oct 91 60 00 48.00 54.00
8 Nov 9] 55.00 4500 50 00 "
9 Dec. 91 5230 40.50 46 50
Total of Col. No. 6 318.62 Total of Col. No. 7 & 154.09
Divided by months = = ~=--—- 8 Divided by no. of ~~~~~~~
6 items 4
= 53.10 = 38.52

STATEMENT NO. U - 17
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.

— (FIG INLACS)
P.E.P.S.
Number of Equity Shares at the time of Time of Issue 40 00
Add  Part "A" Conversion 2000
Part "B" Conversion -
60 00
Profit Afler Tax 234 82
Earmng Per Share (PEPS) 3.91
FEarnmg Per Share (FDEPS)
Profit Earming Capacity Value
At 15 % Capitalisation 26.07
ALI2 % 3258
ALIO %' 3910
At 8 % 48 87
Net Worth 840 42
Net Asset Value Per Share 14.00
Far Value
At 15 % Capitalisation Rate 2003
AL12 % 2329
ALTO % 26.55
AtR % 3143




STATEMENT NO. A-17

(hign Lacs)

Partieulans Including New Lquity Capital (due to - Including New Lquitv Capital (due 1o
Comverston of part. A” of debenturey at Conversion of part “A” of debenture) at
- its FACE VALUE in the networth and 15 OFFER PRICE 1 the networth and
 PAL mududes retnnr on onew aatad f PALT aeludes tetiun on new capital
Al o Al
S0%y of 75%0 ol 100% ol SO ol 75% ol JO0%, ol
RONW RONW RONW RONW RONW RONW
2 3 5 5 0 7 4§
A Number ol gty 4000 40 00 4000 4000 4000 4000
Share at the nme ol
IS
Add  Conv of Part "A 2000 2000 2000 2000 20 00 2000
Peh
Comv ol Put B Ixebh - - - - - -
] Lotal No of Shates 6l 00 6000 o0 00 60 00 60 04 60 00
Net Worth 840 42 840142 8400 42 8401 42 840 42 84042
Add Face Value of the 200 00 200 () 200 00 200 00 200 00 200 00
total Neoof new equity
shares
- Shares prenuum ol the e - --- 300 00 300 00 300 00
total No of New | quiny
shages
¢ New Net Worthy 1040 42 1040 42 HO40 42 0 92 1040 42 1040 42
D N AV Pur Share 17 34 17 34 17 34 22 34 2234 2234
I Profit Atter Tax As pot 23482 23482 23482 23482 234 82 23482
el ’
Add  Retwm on New 40 80 o} 26 8168 102 10 13315 204 20
Capital
| New PA 27362 290 08 316 50 33692 38797 43902
G I arning per share 43¢ 403 527 561 646 731
1 Profit Farmng Capaas
Valie
SALIS % Cap o Rate 60 3286 3n 3740 4306 1873
A2, EE AN 11 U8 1391 Hr 75 3383 of) 9]
AL I %y 43 90 44930 3270 56 10 o O 73 10
-AL B %, 5737 6162 63 87 7012 80 75 9137
| Famvatue Based o thie
above PECV and NAY
-AUTS % Cap rale 2397 25100 2033 29 87 3270 3553
ALy, 17T 2921 3062 3454 808 4162
ALY RIS 3332 3502 922 4347 4772
-AL R 3735 RUME 41 00 46 23 5134 56 85
Fh=¢/B G=tris Ji= G
* 100 =+ 2

Respective Capitalisation rate
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STATEMENTNO.C-17
(F1g m Lacs)

Sr Particulars Excluding the convertible secunities from the total number of paid up equity
No shares and if profit after tax wicludes return on new caputal at
Face Value at Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

1 2 3 4 5 6 7 8

A Number of Equity Share 40 00 4000 4000 40.00 4000 4000
at the time ol 1ssue
Add Con of Part A’ - - - - - —

Deb
Con ot Part "B’ - - - - - -
Deb
B I'otal No of Shares 40.00 4000 40 00 40 00 40 00 4000
¢ Net Worth 840 42 840 42 840 42 840.42 840 42 840 42
)] N A V Per Share 2101, 21 ot 21 01 2101 2101 2101
I} P AT AsperCCl 234 82 23482 234 82 234 82 234.82 234.82
Add® Return on  face 40 80 61206 - 8168 40 80 6126 8168
value of new cupital part
A
Retwn on Promium -— — —— 6130 91 8y 122 52
Amount of new  Capital .
Part A ) '
n New PA T 27562 296 08 316 50 33692 38797 « 43902
G Earmmng per share 6 89 740 7.91 842 970 1097
Profit Farmng Capaaly '
Value
-At 15 % Cap rate 4593 49 33 5273 56 13 64.67 7313
AAt12% - ¢ 5741 6167 6591 70.16 80 83 91 41
SALI0% . - 68 90 7400 7910 84.20 97.00 109 70
A 8% 8612 9250 98 87 10525 121.25 137.12

I Farrvalue Based on the
above PLCY and NAV

-At153% Cap rate 3347 3317 3687 , 3857 42 84 4707
-Ati2% 0 3921 4134 4346 4558 50.92 56.21
-ALI0O% 44 95 47 50 5005 52.60 5900 65 35
ALB% ¢ 53 56 3675 5994 63.13 71.13 79.03
G
I D=C/B G=F/B 1= * 100 I=(D+H)/2

Respective Capitalisation rate
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3.19 : PUNJAB CON-CAST STEELS LIMITED

3.19.1 : COMPANY BACKGROUND:

PUNJAB CON-CAST STEELS LIMITED was incorporated as a public limited
company on 27" June 1970 under the Companies Act 1956 The company is engaged
in manufacturing of mild, high tensile and spring steel ingots/billets by continuous
casting process The object of the issue was to part finance the diversification

plan

2.19.2 : ISSUE HIGHLIGHTS: ‘

The company made a Right-cum-Public issue of 21,38,925, 12% secured fully
convertible debentures of Rs 160 00 each for cash at par aggregating to Rs 3064 16
lacs As per the Conversion terms given in the prospectus, each fully paid up
debenture would be automatically and compulsorily converted into two fully paid up
equity shares of the face value of Rs 10 00 each for cash at a premium of Rs.70 00 per

equity share on the expiry of 6 months from the date of allotment

3.19.3: OVER ALL OBSERVATIONS: .

According to the calculations as per the CCI guidelines, tl';ie fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 67.35, Rs 76 32, Rs.85.30 and Rs.98 76
showing overpricing by 18 78% and 4 82% and underpricing by 6.21% and 18.99%
respectively The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as
a percentage of pre-issue average market price stood at 2131%, 24 15%,
2700% and 31 25% respectively That is, none of these fairvalues were within the

range of 80 00% to 100 00% of the pre-issue average market price.

As per the CCl guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern At 15% capitalisation rate the issue price was
118 78% of the fairvalue, ie, it was moderately overpriced The offer price as

percentage of pre-issue average market price was 25 32%

Those investors who were lucky enough to receive allotment, got minimum return of

(18 75%) and maximum return of 16.25% per equity share during the year 1993

[a
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Similarly, during the year 1994, the investors could have realised minimum and
maximum return of (30.00%) and 75 00 respectively As said earlier the issue was
overpriced at 15% and 12% capitalisation rate and under priced at 10% and 8%
capitalisation rate meaning thereby that the company has collected excess amount by
Rs2530 and Rs 736 and less amount by Rs 1060 and Rs37%2 per F.CD

respectively

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of February 1992
and the allotment could have been finalised by May 1992 The pre-issue six monthly
market price were in the range of Rs 150 00 to Rs.680.00 The post-issue yearly
high and low market price also revealed that the company or it’s promoters had not

resorted to price-rigging

According to the calculations shown in statement No U-18, the P.E P S. stood at Rs
3 83 Accordingly, the company could have charged premium of Rs.13.93, Rs.17 92,
Rs2031 and Rs 2530 at the capitalisation rate of 15%, 12%, 10% and 8%

respectively

The statement No A-18 and C-18 shows that the company could haye offered it’s
equity share in the range of Rs.28.15 to Rs 183 63 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECV, N AV, capitalisation rate, R O.N W | no of equity shares etc

3.19.4 : OBSERVATIONS OF HYPOTHESIS:
It 15 seen that, initial offer price sanctioned by the office of the CCI was

conservative based on the fairvalue calculations

It is also seen that, disregarding type of industry, for this company too, the office of

the CC1 has followed uniform premium fixation method

Itis founc% that the offer price fixed by the office of the C C.1. was overpriced by
18 78% and 4 82% and underpriced by 6 21%, and 18 99% at 15%,12%,10% and

8% capitalisation rate respectively

™
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It is also observed that the offer price as a percentage of book value and prc-iésue
average market price were 127 18% and 25.32%. The offer price 4s a percentage of

average market price was highly disproportionate
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ANNEXURE

18-X

NET ASSET VALUE (NAY)
Name of the Company : PUNJAB CONCAST STEEL LIMITED
According to the audited balance sheet as at 31st March 1991.

Rs

(Lacs)
Total Assets 525905
Deduet all habilities
I Preference caprtal nil
2 Sceured & unsecured borrowings 36123
3 Current habilities 3416 08
+ Contingent liabilities nil
Net worth 1481 74
Add
{1)Fresh caprtal Issue at Face Value

Total
Number of shares mcluding Fresh and bonus 1ssue
NAYV per share

Sharcholders fund

(1) Equty Caputal

(2) Free reserves

Total

Deduct contingent
liabihties

Net worth

il
1481.74
2355
62.90

Rs
(Lacs)
11778

1363 96

1481.74
" il

1481.74

ANNEXURE 18 -Y
PROFIT EARNING CAPACITY VALUE (PECVY)

Year Profit before tax Profit afler tax Dividend declared
| June 1987 96.22 9247
2 June 1988 384 93 38493 . . 2945
3 March 1989 587.57 437.57 2945
- March 1990 29578 215.78 4122
3 March 1991 263 61 138 61 4122
Simple Average 32562 253.87
or

Weighted Average -

‘

Average profit before tas {on the basis of’ Sunple Average)
Deduct

Provisions for taxation

Average profit alter tax

Deduct Preference dividend

Nect profit afler tax .

Add Contribution 1o profit by fresh ssue if any

Total profit after tax

Number of equity share wcluding fresh and bonus issue
Harming per share(EPS)

325.62

7175
253.87
ml
253.87
ni}
253.87
2355
1077

Profit Faming Capacity Value (PECV) at 15 % capitalisation rate

(1¢ by multiplymg EPS by 66)

15% - 7180
12% 89.75
10% 107.70
8% . 13462
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FAIR VALUE CALCULATION

Sr Caprtalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earming Valueper  Col No.(3) Col No (5)
Capacity share &4 divided by
Value two
! 2 3 4 5 6 7
! 13 % 7180 62 90 134 70 67 35
2 12% 8575 62 90 15265 76 32
3 10 % 10770 62 90 170 60 8530
4 8 % 134 62 62 90 197 52 98 76

ANNEXURE 18-Z
CALCULATION OF AVERAGE MARKET PRICE

8r No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Averape Price
1 2 3 4 5 6 7 8 9
1 1989 38000 12500 i 252 50
2 1990 35000 15500 25250
3 1991 680 00 150 00 415.00
4 Ju 90 180.00 150 00 165 00
5 Ang 90 32500 180 00 252 50
6 Sep Y0 36000 32000 340 00 34375 31594
7 Oct Y0 380 00 350 00 36500
8 Nov 90 45000 350.00 400 00
9 Dec 90 680 00 400 00 540 00
Total of Col. No. 6 2062.50 Total of Col. No. 7 & 1263.75
Divided by months = =  ———--- 8 Davided by no.of - = weemw-
6 items 4
= 343.75 = 315.94

STATEMENT NO. U-18
CALCULATION OF FAIR YVALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.
(FIG IN LACS)
P.E.P.S.
Number of Equity Shares at the time of Time of Issue 2385
Add  Part "A’ Conversion 4277
Part "B* Conversion
. 66 32
Profit After Tan 253 87
Earmng Per Share (PEPS) , 383
Profit Lanung Capacity Value
At 13 % Capitalisation Rate 25 53
Ati2 % - “ 3192
ALI0 % v " 38 30
At8 % - " 47 87
Net Worth 148174
Net Asset Value Per Share 2233
tair Value
At 13 % Caputalisation Rate 2383
At12 % - 2712
A0 % - 30 31
A8 % ¢ - 3510
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STATEMENT NO., A-18

Respechive Caprtalisation rate
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* 100 I=(D+H)12

(FigmLaws )
Jarticulars Including New Lquity Capital (due to Including New Equnty Capital (due to
Conversion of part “A” of debenture) at  Conversion of part “A” of debenture) at
its FACE VALUE m the networth and  its OFFER PRICE m the networth and
if PAT mcludes return on new capitad  1f PAT meludes return on new capital
Al - AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
2 3 4 5 6 7 8
A Number  of  haquty 2355 2355 23.55 2355 23.55 235
Share at the tme  of
Isatic
CAdd Conv of Part *A° 4277 4277 4277 4277 4277 4277
Deh
It lotal No of Shites 06 32 thr 1) o 1) Ot 32 00 12 o 32
Net Worth 1481 74 1481 74 1481 74 1481 74 148174 1481 74
Add Face Value of the 427 78 427 78 42778 42778 42778 42778
total No of new equiny
shares
- Shares premium of the - - e 2994 46 2994 46 2994 46
total No of New kquaty
shares
¢ New Net Worth 1909 52 1909 52 1909 52 1909 52 1909 52 1909 52
] N A V Per Share 2878 2878 2878 7392 7392 7392
] Profit After Tan As per 25387 253 87 25387 25387 25387 25387
CCl - .
Add  Return on New 1997 2998 3999 159 81 23990 319.98
Capital
! NewPA L 273 84 283065 293 86 41368 493.77 573 85
G Farnmg per share 413 428 443 623 7.44 865
I Profit barnmg Capaaitsy
Value
-At13% Cuap "Rate 2753 2833 2933 4133 49 60 57.66
Ati2% ¢ - 34 41 35.67 36 91 5191 62 00 7208
-ALTO Y% 4130 42 80 44 30 62 30 74 40 86 50
-AL 8% 5162 53 50 38 37 77.87 93 () 108,12
! Farvalue Based on the ‘
dbhove POV and NAV
-ALIS % Cap rite 2815 2805 2915 5772 61 76 6379
SALIZ% 313y 3222 3284 62 91 6796 7300
-ALI0 Y% 3504 3579 3654 68 11 74 16 80 21
At 8% 4020 1114 42 07 79 83 46 9102
I bD=C/B G=F/B 1= G



STATEMENT NO. C- 18
' (Fig i Laes)

Sr Partientars Excluding the convertible securities from the total number of pmd up equity
No shares and 1f profit after tax meludes return on new capital at
Face Value at Offer Price at
30% of 75% of 100% of 50% of 75% of 100% or
RONW RONW RONW RONW RONW RONW
! 2 3 4 3 6 7 8
A Number of Lquity Share 23557 2355 2355 23.55 23.55 2355
at the i o ssue -
Add Con of Pt A -- - - -
Peb
Con of Part I3 e e - - ame -
Peb
B lotal No of Shares 2355 2355 2355 2355 2355 2355
¢ Net Worth 1481 74 1481 74 1481 74 1481 74 148174 1481 74
D N. A V Per Share 62 90 62 90 6290 62.90 62 90 62 90
! P ACE Asper CCl 25387 23387 25387 253 87 253 87 25387
Add  Return on luce 1997 2998 39.99 1997 2998 39.99
value of new capital part
A
Retun  on  Premium -e- --- - 139 84 20992 27999
Amount of new  Capital ¢
Part A
[ New PA L 27384 28385 293 86 413 86 49377 573 85
G Larnmg per share 1162 1205 1247 1755 2095 24 35
H Profit Larmng Cupucity
Value
-AUIS % Cap tate 77.46 80 33 8313 11700 139 67 162.33
A2 % " 96 83 100,41 103 91 146.25 174.58 202 91
-AL10% 11620 12030 124 70 175 50 209.50 243 50
-AL 8% 14525 150 02 185 87 219.37 201 87 0337
I amvalue Based on the
above PLOV and NAV
-AU1S % Cap rate 70 18 7161 73 0t 8995 10128 112 61
A2 % 79 86 8163 83 40 104.57 11874 132.90
-ALID % 89 55 91 70 93 80 11920 136 20 15320
-At 8% 104 07 106 76 109 38 141 13 162.38 18363
G
I D=C/B G=F/B H= * 100 I=D+H)/2

Respective Capitalisation rate



3.20 : SHREE KRISHNA PETRO YARNS LIMITED

3.20.1 : COMPANY BACKGROUND;

SHREE KRISHNA PETRO YARNS LIMITED was incorporated on 24" April 1987
under the name and style of Shree Krishna Petro Yarns and Processors Private
Lumted The name of the company was changed to Shree Krishna Petro Yarns
Private Limited on 4™ January 1989 and converted into public limited company on 19"
January 1989 The main objectives of the company are twisting and texturising of .

polyester yarn The object of the issue was to part finance growing working capital

requirements

3.20.2 : ISSUE HIGHLIGHTS ;

I'he company made a Right-cum-Public issue of 1,95.020, 14% secured fu!lyl
convertible debentures of Rs 250 00 each for cash at par aggregating to Rs 487 55
lacs As per the Conversion terms given in the prospectus, part-l of each fully paid up
debenture would be automatically and compulsorily converted into five fully paid up
equity shares of the face value of Rs 10 00 each for cash at a premium of Rs 15 00
per equity share on the expiry of 6 months from the date of allotment The part-
{T of Rs 100 00 would be converted into five equity shares of the face value of
Rs 10 00 each at a premium of Rs.15 00 each at the end of 12 months from the date

of allotment

3.20.3: OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitahisation rate stood at Rs 27 08, Rs 31 47, Rs 35.85 and Rs 42 43
showing underpricing by 7 68%, 20 55%, 30 26% and 41.07% respectively The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average marhet price stood  at 59 42%, 69 05%, 78 67% and 93.10%
respectively  That is, except the fairvalue at 8% capitalisation rate, none of these
fairvalues were within the range of 80 00% to 100 00% of the pre-issue average

marhet price
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As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
92 32% of the fairvalue, ie.. it was nearly properly priced. The offer price as

percentage of pre-issue average market price was 54 86%

Those investors who were lucky enough to receive allotment, got minimum return of
210 00% and maximum return of 820.00% per equity share during the year 1992 As
said earlier, the issue was underpriced at 15%,12%,10% and 8% capitalisation rate
meanin‘g thereby that the company has collected less amount by Rs 20 80, Rs.64 70,

Rs 108 50 and Rs 174 30 per F.C.D respectively.

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of August 1991
and the allotment could have been finalised by November 1991 The pre-issue six
monthly market price were in the range of Rs 33 00 to Rs.57.50. The post-issue
( vearly high and low market price also revealed that the company or it’s promoters

had not resorted to price-rigging

According to the calculations shown in statement No.U-19, the P E.P.S. and
FDEPS stood at Rs2 66 and Rs | 78 respectively. Accordingly, the company
could have charged premium of Rs3 70, Rs592, Rs814 and Rs.1146 at the
caputalisation rate of 15%,12%,10% and 8% on the basis of P.E P.S. calculations,
while on the basis of FDEP.S, the company could have charged premium of

Rs.2 14 and Rs4 37 at 10% and 8% capitalisation rate respectively

I'he statement No A-19 to D-19 shows that the company could have offered it’s
equity share in the range of Rs.16 31 to Rs.]148.24 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS.PECV. N AV, capitalisation rate, RO N W., no.of equity shares etc

3.20.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.CI was

conservative based on the fairvalue calculations



It is also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method.

It is found that the offer price fixed by the office of the C.C I. was underpriced by
7 68%. 20 55%. 30 26% and 41 07% at 15%,12%,10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre issue

market price were 130.82% and 54.86% which were highly disproportionate.
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ANNEXURE

19-X

NET ASSET VALUE (NAY)

Name of the Company : SHREE KRISHNA PTERO YARNS LIMITED

According to the audited balance sheet as at 31st March 1991,

Rs Rs.
(] ausy (Lacs)
Potal Avsels 920 38 Sharcholders fund
Deduct all latnhties (1) Equity Capatal 100 02
i Preference capital wl  (2) Free reserves 91 46
2 Secured & unsecured borrowmgs 6152 Total 191 48
3 Current Habthties 667 68  Deduct contingent nil
labilities
4 Contimgent habihities mil
Net worth 191 48 Networth 191 48
Add
{ 1) resh capital Issue at Face Value nil
Total 191.48
Number of shares includmg Fresh and bonus issue 1002
NAY per share 19 11
) . ANNEXURE 19-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax Profit afler tax Dividend declared
I March 1989 16 99 1443 '
2 March 1990 62 33 3048 20.00
3 March 1991 75.35 66 89 2000
Simple Average
or . -
Werghted Average 61.23 5208
Average profit betore tax (on the basis of Werghted Average) 6123
Deduct
Provisions {or taation 8.53
Average profit aller tn 5268
Deduet Preference dividend ml
Net profit after tas 5268
Add Contribution to profit by {tesh ssue 1f any nil
Potal profit afler tax 5268
Number of equity slure meludung resl and bonus rssue 1002
I anung per share(H1°8) 526
Profit Lamung Capacity Value (PECV) at 15 % capitalisation rate
(1¢ by multiplving EPS by 66)
15% 3506
12% 4383
10% 5260
8% 6575
FAIR VALUE CALCULATION
Sr Capttalisation Profit Net Asset Total of Fair Value Remarks
No Rate Larnng Value per Col No(3) Col No (3) (
Capacity share &(4) divided by
Value - {wo
! 2 3 4 3 6
] 15 % 3506 1911 54 17 2708
2 12 % 4383 1911 6294 3147
3 10 % 52 60 19 11 N 3585
-4 8 % 6375 19 11 84 86 4243




ANNEXURE 19-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
] 2 3 4 5 6 7 8 9
1 1989 34 00 1300 2350
2 1990 80 00 2300 5150
3 1991 96 25 3350 64 87
4 Jan 91 NA. NA
5 Feb 91 NA NA
6 Mar 91 4500 3500 4000 41 18 4526
7 Apr 91 39.00 3300 36.00
8 May 91 5750 3500 46.25
9 Jun 91 45.00 40 00 42 50
Total of Col. No. 6 164.75 Total of Col. No. 7 & 181.05
Divided by months = = «=—wee 8 Divided by no.of = = —--ee-
4 items 4
= 41,18 = 45.26

STATEMENTNO. U- 1Y
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.

(FIG. IN LACS)
P.EP.S. F.D.E.P.S.
Number of Equity Shares at the time of Time of Issue 10 02 10 02
Add  Part "A’ Conversion 875 975
Part "B’ Conversion 975
1977 2852
Profit After 1an 52 68 52.68
Earming Per Share (PEPS) 266
Eanung Per Share (FDEPS) 178
Profit Earning Capacity Valhue .
AL LS % Capitahsation 1773 1187
At12 % 2216 14 83
AL10 % 26.60 17.80
AL8 % 3325 2225
Net Worth 191 48 191.48
Net Asset Value Per Share 968 649
Fair Value
At 15 % Capualisation Rate 1370 9.18
Atl12 % 15 92 10.66
AL10 % 18 14 12.14
At8 % 2148 14.37




STATEMENT NO. A-19

(Fig m Lacs )
Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
Conversion of part A" of debenture) at  Conversion of part "A’ of debenture) at
its FACE VAEUE m the networth and  1ts OFFER PRICE mn the networth and
if PAT mcludes return on new capital 1f PAT includes return on new capital
AT AT
50% of 73% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
2 3 4 5 6 7 8
A Number of Equity 10.02 10 02 10.02 1002 10.02 1002
Share at the time of '
1ssue
Add . Conv of Part "A’ 9.75 975 9.75 975 975 975
Deb
B ‘Total No of Shares 19.77 1977 1977 1977 19.77 1977
Net Worth 191 48 191 48 191.48 191 48 191 48 191 48
Add Face Value of the 97.50 97 50 97.50 97.50 97.50 97 50
total No of new equity
shares
- Shares premuun of the - - - 146 27 146 27 146 27
total No. of New Equity
shares
C New Net Worth 288.98 288.98 288 58 43525 43525 43525
D N A V Per Share 14.61 14.61 14 61 22.01 2201 22.01
E Profit Afler Tax As per 52.68 52.68 5268 5268 52.68 52 68
CCl
Add Return on New 1702 2553 3405 42 56 63.48 85 14
Capntal
I New PAT 69 70 78 21 8673 95 24 116.52 13782
G Harmg per share 352 395 438 48} 589 697
1t Profit Farnng Capacity
Value
-AL13% Cap Rate 2346 26 33 2920 32.06 39.26 46 46
AL12% ¢ “ 2933 291 36 50 40.08 49.08 5808
At10%  » * 3520 39350 43 80 48.10 38 90 6970
AL 8% : 44.00 49 37 5475 60 12 73 62 8712
! Fauvalue Based on the
above PLECV and NAV
-At 15 % Cap. rate 19.03 2047 21.90 2703 3063 34.23
ALI2% ¢« 2197 2376 2555 31.04 3554 40 04
ALI0O% 24 90 2705 2920 35.08 40 45 4585
AU 8% - 29 30 3199 3468 4106 4781 54.56
J D=C/B G=}/B H= G
* 100 I=D+MR

Respective Caprtalisation 1ate
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STATEMENT NO. B-19

(Fig 1 Lacs.)

Particulars Including New Equity Capital (due to

Conversion of part "A’ of debenture) at
its FACE VALUE 1n the networth and
if PAT includes return on new capital

Including New Equity Capital (due to
Conversion of part "A’ of debenture) at
its OFFER PRICE m the networth and
if PAT includes return on new capital

Respective Capitahisation rate

234

AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equty 10.02 10 02 1002 1002 10.02 1002
Share at the time of
1ssue
Add Conv. of Part ‘A’ 975 9.75 975 975 975 9.75
Deb
Conv of Part 'B’ Deb 9.75 975 975 9.75 975 9.75
B Total No of Shares 29.52 2952 2952 2952 29352 2952
Net Worth 191.48 191 48 19148 191 48 191.48 191.48
Add. Face Value of the 195 00 195 00 195.00 19500 195 00 195 00
total No of new equity
shares
- Shares premium of the — - e 292 54 292 54 292 54
total No of New Equity
shares .
C New Net Worth 386 48 386 48 386.48 679 02 679.02 679 02
D N A V Per Share 1309 1309 1309 - 2300 2300 22.01
E Profit After Tax As per 52 68 52.68 52 68 52.68 52.68 52.68
CCl
Add Return on New 3404 5106 68 10 9512 127 68 170.28
Capital
F NewPAT 8672 10374 12078 137 80 180.36 222,96
G Eartung per share 2.93 3.51 4.09 466 6.10 7 55
it Profit Eartung Capacity
Value
-At15% Cap Rate 1953 2340 2727 31.06 40.66 5033
-At12% - 24.41 2923 3408 3883 50 83 6291
At10% - 29 30 35710 40 90 46 60 61.00 75 50
-At 8% © 3662 4387 5112 5825 7625 94 37
I Farrvalue Based on the
above PECV and NAV
-At 15 % Cap. rate 16.31 18 24 2018 2703 31.83 36 66
At12% 1875 2117 2358 30.91 36 91 4295
AL1I0% ¢ 2119 24 09 26 99 34.80 4200 4925
-At 8% : 24 85 2848 32.10 40.62 4962 58.68
I D=C/B.G=F/B H= G
*100- I=(D+HY2



STATEMENT NO. C- 19

{Fig 1n Lacs)
Sr Particulars Excluding the convertible secunties from the total number of paid up equity
No shares and 1f profit after tax weludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity Share 1002 1002 10.02 10.02 10.02 10.02
at the me of 1ssue
Add Con of Part ‘A’ - - - - - -~
Deb
Con of Part ‘B’ e - — e - -
Deb )
B Total No of Shares 1002 - 1002 1002 10.02 1002 10.02
C Net Worth 191.48 191 48 191 48 191 48 191.48 191 48
D N A V Per Share 19.11 19 11 19.11 1911 19.11 91
E P AT AsperCCl 52 68 5268 52 68 5268 5268 52 68
Add Return on face 17.02 2553 3405 17.02 25.53 3405
value of new capital part
Al
Return  on  Premum - - - 2554 37.95 5109
Amount of new Capital
Part A
F NewPAT 69.70 78.21 86.73 95.24 116.52 13782
G Earning per share 6.95 7 80 865 9.50 11.62 13.75
H Profit Earmng Capacity
Value
-At 15 % Cap rate 46 33 5200 57 66 63 33 7747 9167
SAt12% - 57.91 6500 72.08 79.17 96 83 114.58
-At 10 % 69.50 78 00 86.50 95 00 11620 13750
At 8% ¢ 86.87 97 50 108 12 11875 14525 171.87
I Fairvalue Based on the
above PECV and NAV
-At 15 % Cap rate 3272 3555 38 38 4122 4829 55.39
At12% < - 38351 42 05 4559 4914 57.97 66 84
-At 10 % 44 30 48 55 52 80 5705 67 65 78 30
-At 8% 5299 58 30 63.61 68.93 82.18 9549
G
J D=C/B .G=F/B .H= *100. . I=(D+H)/2

Respective Capitalisation rate

235



STATEMENTNO.D- 19

g mlaesy

Sr Particulurs Excluding the comvertible sceurities from the total number of paid up equity
No shares and b profit atter tax meludes return on new capital at
Face Value at Offer Price at
0% of 73% of 100% of 50% of 753% of HIOYs of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of 1 quitn Share 002 a2 102 1002 1102 1002
i the tine of isue
Add Con of Put A - - - - - -
b
Con of Put B e - - - - -
Deh
13 Total No of Shates az oo o2 oz Hi02 1602
C Net Worth 191 48 191 48 191 48 19148 191 48 191 48
D’ N AV Py Share IPRE 1911 191 1911 1911 19 11
1 PA T Aspor CCI 3208 5268 5268 5268 32 68 3268
Add Return on face Hod 5t o6 6R {0 3404 31 06 [
value of new capital part
A
Retwrn on Prenuum - 6108 76 62 12 18
Amount of new  Capital
Part A
I New PA 8672 103 74 12078 137 80 180 30 22290
G Fammg per share 863 10 35 1205 1375 18 00 21y
I Profit 1 amie Capaaity
Value
SAUES % Cap rate 37 00 (Y 00 80 33 91 67 120 00 147 93
AL T2 9 - 7208 &6 25 100 4 114 38 150 00 184 91
-ALTO PG 86 50 103 30 120) 34 137 50 180 00 22190
AL B % 108 12 129 37 150 62 171 87 22500 277 37
P barevalue Based on the
above POV and NAVY
SAULS PG Cap rate 38 38 S4 03 49 72 5539 (Y 33 8332
-AL T2 % : 45 39 5208 5976 66 84 84 35 102 0}
-AL {0 2% 3280 Gl 30 69 80 78 30 99 33 120 50
-AL 8 Uy G301 7424 84 86 95 49 12205 148 24
G
Fh=C/B G=1/18 ll= *loh o I=(D+1h/2

Respectine Capitalisition rate



3.21:S. M. DYECHEM LIMITED

3.21.1 : COMPANY BACKGROUND:

S M DYECHEM LIMITED was incorporated under The Companies Act 1956 on
3" June 1982 as a private limited company and was converted in to a public limited
company on 25" October 1985 The company is engaged in the business of
manufacturing and marketing of speciality chemicals which have applications in
Textiles, Pharmaceuticals, Pesticides, Leather, man-made fibers, Paper, Surfectants,
Disinfectants etc The object of the issue was to part finance the EO/MEG project

of the company

3.21.2 : ISSUE HIGHLIGHTS: )

The company made a Right-cum-Public issue of 51,84,687, 14% secured fully
convertible debentures of Rs 150.00 each for cash at par aggregating to Rs 7777 03
lacs As per the Conversion terms given in the prospectus, part-I of Rs 60.00 of
each fully paid up debenture would be automatically and compulsorily converted
in to two fully paid up equity shares of the face value of Rs 10.00 each for cash at a
premium of Rs 20 00 per equity share on the expiry of 6 months from the date of
allotment The part-1I of Rs 90.00 would be converted into such number of equity
shares of the face value of Rs 10 00 each at such a premium to be decided by the

office of the CCI, at the end of 24 months from the date of allotment.

3.21.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs 36 31, Rs 41 84, Rs.47 37 and Rs 55 67
showing underpricing by 17 37%, 28 29%, 36 66% and 46 11% respectively The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market price stood at 68 34%, 78 75%, 89.15% and 104 78%
respectively That is, except the fairvalue at 10% capitalisation rate, none of these
fairvalues were with in the range of 80 00% to 100 00% of the pre-issue average

market price
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As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
82 63% of the fairvalue, ie, it was moderately underpriced. The offer price as

percentage of pre-issue average market price was 56 46%

Those investors who were lucky enough to receive allotment, got minimum return of
93.33% and maximum return of 283 000/;) per equity share during the year 1991

Similarly, during the year 1992 and 1993, the investors could realised minimum
return of 36 67% and (16 67%) and maximum return of 500.00% and 100.00% per
equity share respectively As said earlier, the issue was underpriced at 15%,
12%, 10% and 8% capitalisation rate meaning thereby that the company has
collected less amount by Rs 3155, Rs 5920, Rs 8685 and Rs 128 35 per FC.D

respectively

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of October 1990
and the allotment could have been finalised by January 1991 The pre-issue six
monthly market price were in the range of Rs.45.00 to Rs.5500. The post-issue
yearly high and low market price also revealed that the company or it’s promoters

had not resorted to price-rigging

According to the calculations shown in statement No U-20, the P.EP.S and
FDEPS stood at Rs.1.77 and Rs 097 Accordingly, the company could have
charged premium of Rs.115, Rs263 and Rs4 18 at the capitalisation rate of
12%,10% and 8% on the basis of P EPS calculations; while on the basis of

FDEPS, thecompany could not charged premium alltogether.

The statement No A-20 to D-20 shows that the company could have offered it’s
equity share in the range of Rs 1407 to Rs462.61 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS., PECV, N AV capitalisation rate, R O.N W., no.of equity shares etc
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3.21.4 : OBSERVATIONS OF HYPOTHESIS:
It is seen that, initial offer price sanctioned by the office of the C.CI was

conservative based on the fairvalue calculations.

It is also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method

It is found that the offer price fixed by the office of the C.C.I. was underpriced by
16 06%, 23.68%, 30.03% and 37.80% at 15%,12%,10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre-issue
market price were 105.82% and 56.46% The offer- price was highly disproportionate

to the pre-issue average market price



ANNEXURE 20-X
NET ASSET YALUE (NAY)
Name of the Company : § M DYECHEM LIMITED
According to the audited balance sheet as at 30th June 1990,

Rs Rs
(Lacs) ’ (Lacs)
Total Assets 3490 84 Sharcholders fund
Peduct all abilities {1} Equity Capital 377.40
1 Preterence capital ml (2) Free reserves 692 30
2 Seuured & unsecured borrowings 3756 16 lotal 1069 70
3 Current habihities 664 98 Deduct contingent nl
habilities
4 Contingent habihties nil
Net worth 1069 70 Net worth 1069 70
Add
( DEresh caprtal Issue at Face Value . ml
Total 1069 70
Number ol shares imclhuding Fresh and bonus ssue 3774
NAV per share 28 35
ANNEXURE 20-Y
PROFIT EARNING CAPACITY VALUE (PECVY)
Year Profit before tay Profit afler tax Dividend declared
I Aug 1987 6018 5018 2376
2 Feb 198Y 219 61 21961 66 53
IFeh 1990 403 10 338 10 113.22
Simple Average 227.63 202 63
or
Weighted Average : 284 78 250 62
Average profit betore tax (on the basts of Weighted Average) 284.78
Peduet
Provisions for tazation 3416
Avcrage profit after tax 250 62
Deduct Preference dividend nil
Net profit after tax 250 62
Add Contnibution to protit by tresh issue if any ml
Total profit afler tay 250 62
Number ol equity share including fresh and bonus 1ssue 3774
Earmng per share(1:PS) 6 64

Profit Fanung Capacity Value (PECV) at 13 % capitahisation rate
{1¢ by muluplving EPS by 66)

15% 44.27
12% 5533
10% 66 40
8% 83 00
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earnmng Value per Col No(3) Col No (5)
Capacity share & (4) divided by
Value two
] 2 3 4 5 6 7
i 13% 4427 28 35 7262 36 31
2 12 % 5533 28 35 R368 41 84
3 10 % 66 4 28 35 9175 47 37
4 8 % 83 00 28 35 11133 3367
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ANNEXURE 20-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr. No Year Month Thghest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
| 2 3 4 5 6 7 8 9
| 1988 3700 19.50 3825
2 1489 94 00 4700 7050
3 Mar 90 3300 48 00 50 50
+4 Apr 90 54 00 5000 5200
3 May 90 52.00 48 (0 50 00 3016 3313
6 Jun 90 4900 4500 4700
7 Jul 90 3500 47 00 5100
8 Aug 90 5300 48 00 5050
Total of <Col. No. 6 301.00 Total of Col. No. 7 & 159.41
Divided by months = = ~~---- 8 Divided by no.of = =----=
6 items 4
= 50.16 = 53.13

STATEMENT NO. U -20 .
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

(FIG INLACS) ,
P.E.P.S. F.D.E.P.S.
Number of Equity Shares at the time of Tume of Issue 37.74 3774
Add  Part "A’ Conversion 103.69 103 69
Part B® Conversion 116 66
14143 258 09
Profit After Tax 250 62 250.62
Eurnmg Per Share (PEPS) 177
Earning Per Share (FDEPS) 087
Profit Earning Capacity Value
At 13 % Caprtahsation  Rate 11 80 647
At12 % - - 1475 8.08
AL10 % 1770 9.70
AL8 % 2212 1212
Net Worth 1068 70 1068 70
Net Asset Value Per Share 7 56 4,15
Fanr Value
At 13 % Caputahsation Rate g68 5.31
At 12 % - 1115 611
At10 % 1263 692
At8 % 14.18 8.13
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STATEMENT NO. A-20

{I1g mn Lacs )
Particulars Including New Equty Capial (due to Including New Equty Caprtal (due to
: Conversion of part "A” of debenture) at - Conversion of part "A” of debenture) at
its FACE VALUE in the networth and  1ts OFFER PRICE in the networth and
if PAT mcludes returmn on new capital  if PAT mcludes returmn on new capital
Al AT
50% of 75% of 100% of 30% of 75% of’ 100% of
RONW RONW RONW RONW RONW RONW
2 3 4 5 6 7 8
A Number  of  Equty 37.74 3774 3774 3774 3774 3774
-Share at the tume of
U
Add Conv of Part "A™ 103 69 10369 103 69 103 69 103.69 369
eb
B T'otal No ol Shares 14143 141 43 141 43 141.43 141 43 141 43
Net Worth 1069 70 1069 70 1069 70 1069.70 1069 70 1069 70
Add. Face Value of the 1036 90 1036 90 1036 90 1036 90 1036 90 1036 90
total No of new equity
shares
- Shares premium of the . mn -— 2073.80 2073 80 2073.80
total No of New Equity
shures
C New Net Worth 2106.60 2106 60 2106 60 4180 40 4180 40 4180 40
D N A V Per Share 14 90 14 90 14 90 29.55 2955 2935
E Profit Afer fax As per 250 62 250 62 25062 25062 - 250 62 25062
CCl
Add  Retum on New 163 83 24574 32766 491 49 73723 982 98
Caprtal
I3 New PA [ 414 45 496 36 578.28 742 1t 987 85 1233 60
G Faming per share 293 351 408 524 6 98 872
1 Profit Earming Capacity '
Value
-AUIS % Cap Rate 1953 2340 2720 3493 46 53 3813
SAt12% - - 24 41 2925 3400 4367 5817 72 66
ALY 2930 35.10 40 80 52.40 69 80 8720
-At 8 % 3662 43 87 5100 65 50 87.25 109 00
I Farrvalue Based on the
above PLCV and NAYV
“AL15 % Cap rate 1721 1913 2105 3224 3804 43 84
-At 12 % : 1965 2207 24 45 36 61 4326 5110
At 10 % 2210 25300 2783 4097 49 67 38 37
-At 8% 2576 2938 3295 47.52 5840 6927
I D=C/BG=F/B H= G
*100: I=(D+1 /2

Respective Caprtalisation rate



STATEMENT NO. B-2¢0

- Respective Caprtalisation rate
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*100: I=(D+H)/2

(Fig m Lacs )
Particulars Inciuding New Equty Capital (due to  Including New Equity Capnal (due to
’ Conversion of part "A" of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE m the networth and  its OFFER PRICE m the networth and
i PAT includes retumn on new capital  1f PAT includes return on new capital
AT AT
30% of 75% of 100% of 50% of 75% of 100% of
RONW ~  RONW RONW RONW RONW RONW
2 3 4 5 6 7 8
A Number of  Equity 3774 37.74 3774 37.74 3774 3774
Share at the time of
15U
Add Conv. of Part A’ 10369 10369 103 69 103.69 103 69 10369
Deb
Conv of Part "B’ Deb 116 66 116 66 116 66 116 66 116 66 116 66
B Total No of Shares 25809 23809 258.09 258.09 238.09 25809
Net Worth 1069.70 1069 70 1069 70 1069 70 1069.70 1069 70
Add Face Value of the 2203 50 2203 50 2203 50 2203.50 2203 50 2203 50
total No of new cquity
shares
- Shares premium of the R — . 3499.80 3499 80 3499 80
total No of New Equaty
shares
C New Net Worth 327320 327320 327320 8846 80 8846 80 8846.80
D N A V Per Share 12 68 12 68 12 68 34.27 3427 3427
E Profit After l'ax As per 250 62 250.62 250.62 250 62 25062 25062
CCl .
Add. Return on New 34815 52222 696 13 1228 78 184317 2457 56
Capital
F New PAT 598 77 772 84 946 92 1479 40 2093.79 2708 18
G Earmng per share 232 2.99 366 5.73 811 10 49
11 Profit Lannng Capacity
Value
-At13% Cap Rate 15.46 1993 24 40 38.20 54.06 69.93
At2% ¢ - 1933 24 91 3050 47.75 6758 8741
AL Y% - - 2320 29 90 36 60 5730 8110 104 90
At 8% ¢ - 29 00 3737 43.75 71.62 101 37 13112
I Larrvalue Based on the
above PECV and NAV
-At 13 % Cap. rate 14.07 16 30 18 54 3623 44.16 5210
AAt12% - - 16 00 1879 2159 41.01 50.92 60 84
-ALI0 % 17 94 2129 24 64 45.78 5768 69.58
-Al 8% 20 84 2502 2921 51.94 67.82 82.69
I D=C/B G=F/B H= G



STATEMENT NO. C-20
{I1g n Lacs)

Excluding the convertible secunties from the total number of paid up equity

Sr-  Particulars
No shares and 1f profit afler tax includes return on new capital at
Face Value at Offer Price at
30% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
! 2 3 4 3 6 7 8
A Number of Equty Share 3774 3774 3774 37.74 3774 3774
at the tune of 1ssue ~
Add Con of Part A’ - - - - - -
Deb
Con of Part "BB° Dceb e - - - - -
B Total No of Shares 3774 3774 3774 3774 3774 37H4
C Net Worth 1069 70 1069 70 1069 70 1069 70 106970 1069 70
D N A V Per Share 28 35 28 33 2835 2833 2835 2835
k P AT AsperCCl 250 62 25062 250 62 250.62 250.62 25062
Add Return on face 163 83 24574 327.66 163.83 245.74 32766
value of new capital part
A
Return  on  Premium - - — 327.66 491 49 63532
Amount of new Capital
Part A
F New P AT 414 43 496 36 57828 742.11 987.85 123360
G Eaming per share 1098 1315 1532 19.66 26,17 32.68
H Profit Earnng Capacily
Value
-At 13 % Cap rate 7320 8767 102.13 131.06 174 46 217.86
At12% - 9150 109.58 127.66 163.83 21808 272 33
AtH0O% - - 109 80 131 50 15320 196.60 261.70 326 80
Al 8% 13725 164 37 191 50 24575 327.12 408 50
I banvalue Based on the
above PECV and NAV
-At 15 % Cap rate 5077 38 01 6524 79.70 101 40 123 10
-At 12 % " 59.92 68 96 78 00 96.09 12321 150 34
AALI0Y% v 6907 7992 9077 112 47 145 02 177.57
-At 8 % 82 80 96 36 109 92 137.05 17773 21842
G
I D=C/B G=F/B H= * 100, [=(D+1H)/2

Respective Capitahisation rate
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STATEMENT NO. D - 20

(I1g m Lacs)

Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 1t profit afler tax mcludes return on new capital at
Face Value at Offer Price at
30% of 75% of 100% of 50% of 753% of 100% of
RONW RONW RONW RONW RONW RONW
] 2 3 + 3 6 7 8
A Number of Equity Share 3774 37.74 3774 37.74 3774 3774
at the tune of 1ssue
Add Con of Part A’ - - - - - -
Deb
Con of Part 'B° Deb — — — — — ——
B Total No of Shares 3774 3774 3774 37.74 3774 37
C Net Worth 1069 70 1069 70 1069 70 1069 70 106970 1069 70
D N A V Per Share 2835 28 33 28.35 2835 2835 2833
I P AT AsperCCl 25062 250 62 25062 250.62 25062 250 62
Add  Return on face 348 15 32222 696 30 348 15 52222 696.30
value of new capital part
A
Retum  on  Premmum - - - 880 63 132095 1761 26
Amount of new  Capital
Purt A
F New PAT 598 77 772 84 946 92 1479 40 209379 2708 18
G Earmng per share 15 86 2047 2509 3919 5547 7175
H Profit Irarnmg Capacity
Value
-AL13% Cap rate 10573 136 46 167 26 261 26 369 80 478 33
A12% ¢ 132 16 176G 38 209 08 326 58 462 83 59791
-At 10 % 158 60 204 70 250 90 39190 35470 71730
-Al 8% 198 25 23587 31362 489.87 69337 896 87
I Yarvalue Based on the
above PECV and NAV
-AU I3 % Cap rate 6704 82 40 97 80 144 80 19907 25334
ALI2% 8025 99 46 118 71 17746 24530 31313
-AL 10 % 9347 116 52 139 62 21012 29152 37292
-At 8% 11330 142 11 170.98 25911 36086 462 6]
G
I'D=C/B G=r/B H= * 100 I=(D+1)/2

Respective Capitalisation rate
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3.22 : THE DHAMPUR SUGAR MILLS LIMITED

3.22.1 : COMPANY BACKGROUND:

THE DHAMPUR SUGAR MILLS LIMITED was incorporated under Indian
Companies Act 1913 in 1933 at Dhampur The company is engaged in manufacturing
of sugar molasses, board, paper and farm produce The object of the issue was to part

finance the project of new sugar mill

3.22.2 : ISSUE HIGHLIGHTS:

The company made a Right-cum-Public issue of 8,88,875, 14% secured fully
convertible debentures of Rs.180 00 each for cash at par aggregating to Rs 1599 97
lacs As per the Conversion terms given in the prospectus, each fully paid up-
debenture would be automatically and compulsorily converted into two fully paid up
equity shares of the face value of Rs 10 00 each for cash at a premium of Rs 80.00 per

equity share on the expiry of 6 months from the date of allotment

3.22.3: OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs218 52, Rs 249 80, Rs 281 09 and Rs
328 01 showing underpricing by 58.81%, 63 97%, 67.98% and 72 56% respectively
The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a
percentage of pr‘e-issue average market price stood at 119 14%, 136.20%,
153 25% and 178 84% respectively. That is, none of these fairvalues were within

the range of 80 00% to 100 00% of the pre-issue average market price

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the company
is manufacturing concern At 15% capitalisation rate the issue price was 41 19%
of the fairvalue, ie, it was highly underpriced The offer price as percentage of

pre-issue average market price was 49 07%

Those investors who were lucky enough to receive allotment, got minimum return of
19 44% and maximum return of 244 44% per equity share during the year 1993 As

said earlier, the issue was underpriced at 15%, 12%, 10% and 8% capitalisation rate

N
=N
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meaning thereby that the company has collected less amount by Rs257.04,

Rs.319 60, Rs 382 18 and Rs 476.02 per F.C D respectively

A close look at the market price before and after the issue, throw light on
possibility of price-rigging. The company came out with public issue in the month of
January 1992 and the allotment could have been finalised by April 1992. The pre-
issue six monthly market price were in the range of Rs 172 00 to Rs.388 00 The
post-issue yearly high and low market price also revealed that the company or it’s

promotors had not resorted to price-rigging.

According to the calculations shown in statement No.U-21, the PEP S. stood at
Rs 15 12, Accordingly, the company could have charged premium of Rs 10.63, Rs
23 23 and Rs42 13 at the capitalisation rate of 12%,10% and 8%, respectively.

The statement No A-21 and C-21 shows that the company could have offered it’s
equity share in the range of Rs93.55 to Rs 539 20 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECV, N.AV,, capitalisation rate, RO N'W | no of equity shares etc.
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3.22.4 : OBSERVATIONS OF HYPOTHESIS:
It is seen that, initial offer price sanctioned by the office of the C.C.I. was

conservative based on the fairvalue calculations

It is also seen that, disregarding type of industry, for this company too, the office of

the CCI has followed uniform premium fixation method

It is found that the offer price fixed by the office of the C.C 1. was underpriced by
58.61%, 63 97%, 67 98% and 72 56% at 15%, 12%, 10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre-issue
average market price were 48.18% and 49.07%  which  were  highly

disproportionate



ANNEXURE 21-X
NET ASSET VALUE (NAVY)

According to the audited balance sheet as at 31st March, 1991,

Name of the Company : THE DHAMPUR SUGAR MILLS LIMITED

Rs Rs.
(Lacs) (Lacs)
Total Assets 11061 77  Sharcholders fund
Deduct all habilities (1) Equity Capital 120 00
! Preference caprtal ml  (2) Free reserves 212142
2 Secured & unsecured borrowings 5474 51 Total 2241 42
3 Current habilities 334584  Deduct contgent nl
liabilities
4 Contingent habxlmes ml
Net worth 224142 Net worth 2241 42
Add
{)Fresh capital Issue at Face Value ml
Total 2241 42
Number of shares mcluding Fresh and bonus 1ssue 12.00
NAV per share 186.78
ANNEXURE 21-Y
PROFIT EARNING CAPACITY VALUE (PECV)
Year Profit betore tax Profit after tax Dividend declared
tDec 1986 30809 30790 -—
2 Dec. 1987 152,10 151.86 234
IMar 1989 347 38 487 38 317
2 Mar 1990 807 16 647.16 1218
IMar 1991 514.07 314.07 2520
Sumple Average 465 76 421 67
or
Waighted Average
Average profit before tax (on the basts of Simple Average) 46576
Deduct
Provistons for taxation 1523
Average profit afler tay 450 53
Deduct. Preference dividend , ml
Net profit atter tay 450 53

Add Contribution to profit by fresh 1ssue 1f any . onil

Total profit afler tax 450.53

Number of equity share mcludmg tresh and bonus 1ssue 12.00

Euming per share(12P8) 3754
Profit Earnmg Capacity Value (PECV) at 15 % capitalisation rate

(ie by multiplving EPS by 66)

15% 25027

12% 31283

10% 37540

8% 469 23




FAIR VALUE CALCULATION

Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Eaming Value per Col No(3) Col No.(5)
Capacity share & (4) divided by
Value two
| 2 3 4 5 6 7
1 15 % 25027 186 78 43705 21852
2 12 % 31283 186 78 499 61 249 80
3 10 % 37540 186 78 562 18 28109
4 8 % 469 25 186.78 656.03 328 01
ANNEXURE 21-Z

CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
1 1989 100 00 1200 56.00
2 1990 280 00 100 00 190 00
3 1991 388.00 17200 280.00
4 r May 91 33000 300 00 31500
5 Jun 91 342 00 33600 336 00
6 Jul 9t 360 00 33500 34750 307 64 183 41
7 Aug. 91 38500 340 00 362.50
8 ¢b Sep 91 388.00 38500 386 50
9 xb Sep 91 205.00 172.00 188.50
10 Oct. 91 23500 200 00 217 50
Total of Ceol. No. 6 2153.50 Total of Col. No. 7 & 733.64
Divided by months = -=--=- 8 Divided by no.of = -——=—-
7 items 4
= 307.64 = 183.41

TATEMENT NO. U - 21
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.
{FIG INLACS }

P.E.P.S.

Number of Equity Shares at the time of Time of Issue 12 00

Add  Part "A’ Conversion 17.78

Part "B’ Conversion ——

2978

Profit After Tax 450 53

Earmng Per Share (PEPS) 16.12

Earming Per Share (FDEPS) —

" Protit Earning Capacity Value

At 15 % Capitalisation 100 85

At12 % 126 00

CAL10 % 15120

At8 % 189 00

Net Worth 2241 42

Net Asset Value Per Share 7527
Fair Value

At 15 % Capitalisation Rate 88 06

Atl2 % & 100 63

At10 %~ 11323

At8 % 13213
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STATEMENT NO. A-21

(Figm Lacs )
Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
Conversion of part A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE in the networth and  its OFFER PRICE in the networth and
if PAT includes return on new capital  if PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of « 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equty 12 00 12 00 12 00 1200 1200 12.00
Share at the time of
1ssue
Add Conv. of Part ‘A’ 1778 1778 1778 17.78 17.78 1778
Deb
B Total No of Shares 29.78 2978 29.78 2978 2978 2978
Net Worth 224142 2241 42 2241 42 2241 42 224142 2241 42
Add Face Value of the 17775 177.75 17775 177.75 177.73 17775
total No of new equty
shares .
- Shares premium of the - - - 1422 22 1422.22 1422 22
total No of New Equity
shares
C New Net Worth 2419.17 241917 241917 384139 3841 39 3841 39
D N A V. Per Share 8123 8123 81.23 128 99 128 99 128 99
E Profit After Tax As per 45053 450 53 450 53 450.53 450.53 45053
CCl
Add Return on New 22.52 3379 45 04 20272 304.15 405.43
Captal
F NewPAT 473.05 484 32 495 57 653.25 754.88 83596
G Eaming per share 15.88 16 26 16.64 21.94 2534 2874
11 Profit I:anmng Capacity
Value
-At15% Cap Rate 105 87 108 40 110.93 146 27 168 93 191 60
At12% - - 13233 13550 138 67 182.83 211 17 23950
AALI0O% - - 158 80 162 60 166 40 219 40 25340 28740
At 8% - * 198.50 20325 208 00 274 25 31675 35925
I Farrvalue Based on the
above PECV and NAV
-At 15 % Cap rate 93.55 94.82 96 08 13763 148.96 160,90
ALI2% ¢ - 106 78 108 37 109 95 15591 17008 184 25
-AL 10 % 120.02 121 92 123 82 174.19 191.20 208.20
At 8% ¢« 13987 142 24 144 62 201.62 22287 244 12
J D=C/B G=F/B:H= G
*160: I=(D+H)N

Respective Capitalisation rate
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STATEMENT NO. C-21 -
(F1g in Lacs)

Sr Particulars Excluding the convertible securities from the total number of paid up equity
No - shares and if profit after tax mcludes return on new caputal at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity Share 12.00 1200 12.00 12.00 , 12,00 12.00
at the ime of issue
Add: Cen. of Part ‘A’ - - - - - -
Deb
Con. of Part *B> Deb. - - -— — — ——
B Total No.of Shares 1200 12 060 1200 1200 12.00 12.00
C Net Worth 2241.42 2241.42 2241 42 2241.42 224142 224142
D N. A V. Per Share 186.78 186.78 186.78 186.78 186.78 186.78
E P.A T. As per CCI 450 53 450.53 450,53 450.53 450.53 450,53
Add: Retum on face 22.52 33.79 4504 22.52 33.79 45.04
value of new capital part
\A’
Retum on  Premium — - -— 180.20 270.36 360.39
Amount of new Capital
Part A
F NewP.AT. 473.05 484 31 495.57 653.25 754.68 855.96
G Earming per share 39.42 40.36 41.30 5443 62 89 71.33
H Profit Eaming Capacity
Value
-At 15 % Cap. rate 262 80 269.07 275.33 362.87 419.27 475.53
At12% ¢ oo 328.50 336 33 34417 453.58 524.08 594.41
At10% ¢~ 394.20 403.60 413.00 544.30 628.90 713.30
At 8% v ¢ 49275 504 30, 516.25 680.37 786.12 891.62
I Fairvalue Based on the
above PECV and NAV
-At 15 % Cap. rate 224.64 227.92 231.05 274.82 303.02 33115
At12% ¢ - 25764 261.55 265.47 32018 35543 390 59
AtI0% < ¢ 290.49 295 19 299.89 365 54 407.84 450.04
-At 8% ¢« 339.76 345.04 351.51 433.57 486.45 539.20
G
J D=C/B:G=F/B .H= *100. . I=(D+H)/2

Respective Capitalisation rate
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3.23 : VARUN SHIPPING COMPANY LIMITED

3.23.1 : COMPANY BACKGROUND:

VARUN SHI}’PING COMPANY LIMITED was incorporated as a private limited
company on 29" Januﬁry 1971 and was converted in to a public limited company
on 18" February 1972: The company has so far been engaged in the owning and
operating of petroleum product tankers, chemical and edible oil tankers and
offshore supply vessels. The object of the issue was to part finance the ship
acﬁuisition project and also to meet the additional long term working capital

requirements.

3.23.1: ISSUE HIGHLIGHTS:

The company made a | Right-cum-Public issue of 22,66,154, 14% secured fully
convertible debentures of Rs.200.00 each for cash at par aggregating to Rs.4532.30
lacs. As per the Conversion terms given in the prospectus, part-I1 of Rs.100.00 of
each fully paid up debenture would be automatically and compulsorily converted
into five fully paid up equity shares of the face value of Rs.10.00 each for cash at a
premium of Rs.10.00 per equity share on the expiry of 6 months from the date of
allotment or on 1-8-1991 whichever is later. The part-II of Rs.100.00 would be
converted into five equity shares of the face value of Rs.10.00 each at a premium of

Rs.10.00 each on 1-6-1992 but not later than 18 months from the date of allotment.

3.23.3 : OVER ALL OBSERVATIONS:;

According to the calculations as pér the CCI guidelines, the fairvalues at 15'%, 12%,
10% and 8% capitalisation rate stood at Rs.20.93, Rs.23.95, Rs.26.97 and Rs.31.49
showing underpricing by 4.44%, 16.49%, 25.84% and 36.48% respectively. The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market price stood at 88.83%, 101.65%, 114.47% and 133.65%
respectively. That is, except the fairvalue at 15% capitalistion rate, none of these
fairvalus were within the range of 80.00% to 100.00% of the pre-issue average

market price
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As per the CCI guidelines, the applicable capitalisation rate was 12%, as the
company is manufacturing concern. At 12% capitalisation rate the issue price was
83.51% of the fairvalue, i.e., it was moderately underpriced. The offer price as

percentage of pre-issue average market price was 84.88%.

Those investors who were lucky enough to receive allotment, got minimum
return of 0.00% and maximum return of 90.00% per equity share during the year
1991. Similarly, during the year 1992, the investors could have realised minimum
return of 55.00% and maximum return of 450.00% per equity share. As said earlier,
the issue was underpriced at 15%, 12%, 10% and 8% capitalisation rate meaning
thereby that the company has collected less amount by Rs.9.30, Rs.39.50, Rs.69.70
and Rs.114.90 per F.C.D. respectively.

A close look at the market price before and after the issue, throw light on possibility of
price-rigging. The company came out with public issue in the month of April 1991 and
the allotment could have been finalised by July 1991. The pre-issue six monthly
market price were in the range of Rs.20.00 to Rs.25.00. The post-issue yearly high
and low market price also revealed that the company or it’s promoters had not

resorted to price-rigging.

According to the calculations shown in statement No.U-22, the P.E.P.S. and
FDEP.S. stood at Rs.1.59 and Rs.1.01 respectively. Accordingly, the company
could have charged premium of Rs.1.84, and Rs.3.84 at the capitalisation rate of 10%
and 8% on the basis of P.E.P.S. calculations, while on the basis of FD.E.P.S.,; the
company can not charge premium alltogether. Infact, on the basis of F.lj.E.P,S., the

company has to offer it’s security at discount.

The statement No. A-22 to D-22 shows that the company could have offered it’s
equity share in the range of Rs.12.95 to Rs.123.87 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EP.S., PECV, N.AV,, capitalisation rate, R O.N.W., no.of equity shares etc.
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3.23.4 : OBSERVATION OF HYPOTHESIS: ,
It is seen that, initial offer price sanctioned by the office of the C.CI was

conservative based on the fairvalue calculations

It is also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method.

It is found that the offer price fixed by the office of the C.C.I. was underpriced by
|
4 44%, 16.49%, 25.84% and 36.48% at 15%,12%,10% and 8% capitalisation rate

respectively.

It is also observed that the offer price as a percentage of book value and pre-issue

market price were 112.73% and 84.88% respectively
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ANNEXURE 22-X
NET ASSET VALUE (NAY)

Name of the Company : VARUN SHIPPING CO. LIMITED
According to the audited balance sheet as at 31st March, 1990.

Rs Rs
(Lacs) (Lacs)
Total Assets 792769 Shareholders fund ...
Deduct all habihities (1) Equity Capital 886 71
1. Preference capital wl  (2) Free reserves 68702
2 Secured & unsecured borrowings 526203 Total 157373
3 Current habilities 1091 93 Deduct contingent nil
Labilities
4. Contingent habilities ny
Net worth 157373 Net worth 157373
Add .
(1)Fresh capital Issue at Face Value nil
Total 157373
Number of shares mcluding Fresh and bonus 1ssue 88 67
NAV per share 1774
ANNEXURE 22-Y
PROFIT EARNING CAPACITY VALUE (PECY)
Year Profit before tax Profit after tax Dividend declared
1 Nov 1987 103.38 8710 67.00
2 Mar 1989 280 19 236 44 155.52
3 Mar 1990 543 04 45523 221 80
Sunple Average 308.87 25959
or
Weighted Average 382.15 32095
Average profit before tax (on the basis of weighted Average) 382.15
Deduct
Provistons for taxation 6120
Average profit afler tax 320.95
Deduct Preference dividend nil
Net profit after tax 32095
Add: Contribution to protit by fresh 1ssue if any l
Total profit after tax 32095
Number of equity share including fresh and bonus 1ssue 88.67
Earning per share(EPS) 362
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(i.e by multiplying EPS by 66)
15% 24.13
12% 30.16
10% 36.20
8% 4525
FAIR VALUE CALCULATION
Sr Caputalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earming Value per Col No(3) Col No (5}
Capacity share &{4) divided by
Value two
| 2 3 4 5 6 7
1 15 % 2413 17.74 41 86 20.93
2 12 % 3016 17.74 47.90 23,95
3 10% 3620 17 74 3394 26.97
4 8 % 4528 17 74 62.99 3149
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ANNEXURE 22-2
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year-  Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
i 2 3 4 5 6 7 3 9
1 1988 2800 11.00 19.50
2 1989 28 50 16 50 22 50
3 1990 3750 22 50 30.00
4 Sep 90 2500 23.00 24 00
5 Oct 90 2400 21.00 22 50
6 Nov 90 24 00 21.00 22.50 22.25 2356
7 Dec 90 23.00 2000 2150
8 Jan 91 2200 20 00 21.00
9 Feb 91 2400 20 00 22 00
Total of Col.No.&6 133.50 Total of Col. No. 7 & 94,25
Divided by months 0 o—e---- 8 Divided by no.of ° = —--ee-
6 1tems 4
= 22.25 = 23.56

STATEMENTNO U - 22
CALCULATION OF FAIR YALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

{FIG_IN LACS)
P.E.P.S. F.D.EP.S.
Number of Equity Shares at the time of Time of lssue 88 67 88.67
Add - Part "A’ Conversion . 113 30 11330
Part "B” Conversion 113 30
201 97 315.27
Profit After Tax 32095 320.85
Earning Per Share (PEPS) 158
Eamung Per Share (FDEPS) 101
Profit Earming Capacity Value
At 15 % Capitalisation 10 60 673
Atz % - 13.26 8.41
Atl0 % - 15 80 10 10
Al8 % « 1987 1262
Net Worth 157373 157373
Net Asset Value Per Share 7.79 499
Fair Value
AL 15 % Capitalisation Rate 919 5.86
Atz %~ 10 52 670
ALl % - 11 84 7.54
A8 % - 13 83 8 80
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STATEMENT NO. A-22

(Figm Lacs)
Particulars Including New Equity Capital (due to  Including New Equty Capital (duc to
Conversion of part A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE 1 the networth and  1ts OFFER PRICE m the networth and
if PAT mcludes return on new capital 1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equty 88 67 88 67 88.67 88.67 88 67 88 67
Share at the time of
1ssue
Add Conv of Part “A’ 113.31 113 31 11331 11331 11331 11331
Deb
B Total No of Shares 20198 201 98 20198 20198 201 98 201 98
Net Worth 1573.73 157373 157373 157373 157373 157373
Add" Face Value of the 1133.10 1133.10 1133 10 113310 1133.10 1133 10
total No of new equity
shares
- Shares premum of thet --- - - 1133.10 1133 10 1133 10
total No of New Equuty
shares
C New Net Worth 2706 83 2706 83 2706 83 383993 383993 383993
D N. A V Per Share 13.40 13 40 13.40 19.01 19.01 19.01
E Profit After Tax As per 32095 32095 32095 320.95 32095 32095
CCl1
Add' Return on New 163 84 24376 32769 327.69 491 53 65538
Caprtal
F NewPAT 484 79 566.71 648 64 648 64 812.48 976 33
G Eaming per share 2.40 280 321 321 402 4.83
11 Profit Earning Capacty
Value
-At15% Cap Rate 16.00 18 67 2140 2140 26 80 3220
AAt12% “ 2000 2333 2675 2675 3350 4025
-AL 10 % . 24 00 28 60 3210 32.10 4020 48 30
At 8% ¢ “ 3000 3500 4012 40 12 50.25 60.73
I Fairvalue Based on the
above PECVY and NAV
-At 15 % Cap. rate 14 70 16 03 1740 20.20 22.90 2560
At12% ¢ 16 70 18.36 2007 22.88 26 25 2963
-AL10 % 1870 20.70 22,75 2555 29 60 3365
-At 8% ¢ 2170 24.20 26 76 29.56 3463 3969
J D=C/B -G=F/B-H= G
* 100 I=(D+H)2

Respective Capitalisation rate
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STATEMENT NO. B-22

(Fig m Lacs )

Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
Conversion of part A’ of debenture) at  Conversion of part "A’ of debenture) at
1ts FACE VALUE m the networth and  1ts OFFER PRICE in the networth and

) if PAT mcludes returmn on new capital  1f PAT mcludes retumn on new capital
' AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
I 2 3 4 5 6 7 8
A Number of Equity 88 67 88.67 88.67 88.67 88 67 88 67

Share at the tume of

155ue

Add Conv of Part "A’ 113 3} 11331 11331 11331 113.31 113.31

Deb

Conv, of Part ‘B’ Deb 113 31 11331 113.31 113.31 113.31 113.31

B Total No.of Shares 31529 315.29 31529 31529 31529 315.29

Net Worth 1573.73 157373 1573.73 1573.73 1573.73 1573.73

Add" Face Value of the 2266 20 2266 20 2266.20 2266.20 2266.20 2266.20

total No of new equity

shares

~ Shares premium of the e - - 2266 20 2266.20 2266.20

total No. of New Equity

shares

C New Net Worth 3839.93 383993 383993 6106 13 6106 13 6106 13

D N A V Per Share 1217 12 17 1217 19.36 19 36 19 36

E Profit After Tax As per 320.95 32095 320.95 320.95 320.95 32095
cCl

Add. Return on New 32769 491 53 655 38 655.38 983.07 131077

Caputal

F NewPAT 648 64 81248 976 33 976.33 1304 02 1631 72

Eaming per share 2.06 257 310 310 4.13 5.17

H Profit Earning Capacity

Value )

-At15% Cap Rate 13.73 1713 2067 20.67 2753 36 46

At12% ¢ “ 1717 214} 2583 2583 3441 43.08

-At 10 % 20.60 2570 3100 31.00 41.30 5170

-At 8% 25.75 3212 38.75 38.75 51.62 64 62

I Fairvalue Based on the

above PECV and NAV

-At 15 % Cap. rate 12 95 14 65 16 42 2001 2344 26.91

ALI2% ¢ ¢ 1467 1679 1900 22.59 26.88 3122

-At 10 % 16.38 18 93 21.58 25.18 3033 35.53

At 8% ¢ 18 96 2214 25.46 29.05 3549 4199

I D=C/B:G=F/B . H= G

Respective Caprtahisation rate
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STATEMENT NO. C-22

(Fig i Lacs)
Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit afler tax includes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity Share 88 67 8867 8867 88.67 88 67 8867
at the ime of 1ssue
Add. Con. of Part ‘A’ - - - - - -
Deb
Con of Part ‘B° Deb. — -— - - - -
B Total No of Shares 88.67 88.67 88.67 88.67 88.67 88.67
C Net Worth 1573 73 157373 1573.73 1573.73 157373 157373
D N. A. V. Per Share 1774 1774 1774 17.74 17.74 1774
E P A.T. As per CCI 320.95 320.95 320.95 32095 320.95 320.95
Add Return on face 163.84 245.76 32769 163.84 245.76 32769
value of new capital part
A '
Return  on  Premuum —— - — 163.85 245.77 327.69
Amount of new Capital
Part A .
F New PAT. 484.79 566 71 648 84 648.84 81248 976 33
G Eaming per share 546 639 731 7.31 9.16 1101
H Profit Earming Cuapaeity
Value
-At 15 % Cap rate 36.40 42 60 48.73 48.73 61.07 73.40
At12% ¢ o 45.50 33.235 60 91 60.91 76.33 9175
-At 10 % 54 60 63 50 73 10 73.10 91.60 110.10
-At 8% 68 25 79 87 9137 91.37 114 50 137.62
I Fairvalue Based on the
above PECV und NAV
-At 13 % Cap rate 27.07 3017 33.23 33.23 3940 45 57
At12% ¢ 3162 35.49 39.32 39.32 47.03 5474
At10% ¢ 3617 40.82 4542 45.42 54.67 63.92
At 8% ¢ 4299 48.80 54.55 54.55 66.12 7768
G
] D=C/B-G=F/B .H= * 100 I=(D+H)/2

Respective Capitalisation Rate
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STATEMENT NO. D - 22
(Fig in Lacs)

Sr Particulars Excluding the convertible securities from the total number of pa:d up equity
No shares and 1f profit after tax includes return on new capital at
Face Value at Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

1 2 3 4 5 6 7 8

A Number of Equity Share 88 67 88 67 88 67 88.67 88 67 88 67
at the time  of 1ssue
Add Con of Part ‘A° - - - - - -

Deb
Con of Part ‘B’ Deb - — e - — -
B Total No.of Shares 88.67 88 67 88 67 88.67 88 67 88 67
C Net Worth 157373 157373 1573.73 1573.73 157373 157373
D N A V. Per Share 1774 1774 1774 1774 17.74 17.74
E P.A T AsperCCl 32095 320.95 320.95 320.95 32095 32095
Add. Return on face 32769 49153 . 65538, 327.69 491.53 655 38
value of new capital part
‘A°
Retum  on  Premmum - - - 327.69 491 54 655.39
Amount of new Capital
Part A
F NewPAT 648.64 812 48 §76.33 976 33 130402 163172
G Earning per share 731 9.16 11.01 11.01 1470 18 40
1 Profit Earmng Capacity
Value
-At 15 % Cap. rate 48.73 6107 73.40 73.40 98 00 122.66
At12% 60 91 76 33 9175 91.75 122 50 15333
AALI0% v« 73 10 91.60 110 10 110.10 14700 184 00
-At 8% oo o 9137 114.50 13762 137.62 18375 230.00
I Fairvalue Based on the
above PECV and NAV
-At 15 % Cap rate 3323 3940 45 57 45.57 5787 70.20
AtI2% < = 39.32 47.03 54.74 74.74 7012 85353
AL1I0% ¢« 4542 54.67 6392 63.92 8237 100 87
-At 8% < ¢ 54 55 66 12 77.68 77.68 100 74 123 87
‘ G
] D=C/B:G=F/B ‘H= *100- I=(D+H)/2

Respective Capitalisation Rate
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3.24 : VIDEOCON APPLIANCES LIMITED :

3.24.1 : COMPANY BACKGROUND:

'VIDEOCON APPLIANCES LIMITED was incorporated on 8" March 1988 under
the Companies Act 1956. The main objectives of the company are to manufacture,
assemble, export, import, deal in, alter, ' repair, exchange, let on hire, prepare in
India or elsewhere all types of electrical and electronics household appliances. The

object of'the issue was to part finance the expansion plan.

3.24.2 : ISSUE HIGHLIGHTS !

The company made a Right-cum-Publié issue of 45,00,000, 12.5% secured fully
convertible debentures of Rs.200 00 each for cash at par aggregating to Rs.9000.00
lacs. As per the Conversion terms given in the prospectus part-I of each fully paid
up debenture representing Rs.50.00 would be automatically and compulsorily
converted into one fully paid up equity shares of the face value of Rs.10.00 each for
cash at a premium of Rs.40.00 per equity share on the expiry of 6 months from the
date of allotment. The part-II of Rs.150.00 would be converted into such number
of equity shares of the face value of Rs.10.00 each at a price to be decided by the
office of the CCI but not exceeding Rs.50.00 per share at the end of 20 months from
the date of allotment |

3.24.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%,
12%, 10% and 8% capitalisation rate stood at Rs.45.00, Rs.52.93, Rs.60.84 and
Rs.72.71 showing overpricing by 11.11% and underpricing by 5.53%, 17.81% and
31.23% respectively. The fairvalue per share at 15%, 12%, 10% and 8%
capitalisation rate as a percentage of pre-issue average market price stood at
45.25%, 53.23%, 61.18% and 73.12% respectively. That is, none of these fairvalues

were within the range of 80.00% to 100 00% of the pre-issue average market price.

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the

.company is manufacturing concern. At 15% capitalisation rate the issue price was
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111.11% of the fairvalue, ie., it was moderately overpriced. The offer price as

percentage of pre-issue average market price was 50 28%.

Those investors who were lucky enough to receive allotment, got minimum return of
94.00% and maximum return of 460.00% per equity share during the year 1992. As
said earlier, the issue was overpriced at 15% and underpriced at 12%,10% and 8%
capitalisation rate meaning thereby that the company has collected excess amount by

Rs.20.00 and less amount by'/ Rs.11.72, Rs.43.36 and Rs.90.84 per F.C.D. respectively.

A close look at the market price before and after the issue, throw light on possibility of

K price-rigging. The company came out with public issue in the month of September
'1991 and the allotment could have been finalised by December 1991. The pre-issue
six monthly market price were in the range of Rs.70.00 to Rs.128.00. The post-issue
yearly high and low market price also revealed that the company or it’s promoters

had not resorted to price-rigging.

According to the calculations shown in statement No.U-23, the PEP.S. and
F.D.EP.S. stood at Rs.5.93 and Rs.2.79 respectively. Accordingly, the company
could have charged premium of Rs.18.09, R5.23.08, Rs.27.98 and Rs.35.39 at the
capitalisation rate of 15%, 12%, 10% and 8% on the basis of PEP.S.
calculations While on the basis of FDE.P.S., the company could have charged
premium of Rs.3.21, Rs.5.54, Rs.7.86 and Rs.11.35 at 15%, 12%, 10% and 8%

. capitalisation rate respectively.

The statement No. A-23 to D-23 shows that the company could have offered it’s
equity share in the range of Rs.23.32 to Rs.388.46 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECYV, NAV, capitalisation rate, R O.N.W., no.of equity shares etc

3.24.4 : OBSERVATIONS OF HYPOTHESIS;
It is seen that, initial offer price sanctioned by the office of the C.C.I. was not

conservative based on the fairvalue calculations.
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It is also seen that, disregarding type of industry, for this company too, the

office of the CCI has followed uniform premium fixation method.

It is found that the offer price fixed by the office of the C.C.I was overpriced by
11 11% and underpriced by 5.53%, 17 81% and 31.23% at 15%, 12%, 10% and 8%

capitalisation rate respectively

It is also observed that the offer price as a percentage of book value and pre-issue
average market price were 187.40% and 5028% which were highly

disproportionate



ANNEXURE 23-X
NET ASSET VALUE (NAYV)

Name of the Company : VIDEOCON APPLIANCES LTD.
According to the audited balance sheet as at 31st March 1991.

Rs Rs
(Lacs) {Lacs)
Total Assets 835905 Shareholders fund .
Deduct all habilities (1) Equaty Capital 747.50
! Preference capital ml  (2) Free reserves 1247 03
2 Secured & unsecured borrowings 4356 66 Total 1994 53
3 Current habilities 200786  Deduct contingent ml
Liabilities
4 Contingent habilities nil
Net worth 1994 53 Net worth 1994 53
Add
()Fresh capital [ssue at Face Value Nil
Total 1994 53
Number of shares including Fresh and bonus ssue 7475
NAV per share 26 68
, ANNEXURE 23 -Y
PROFIT EARNING CAPACITY VALUE (PECV)
Year Profit before tax Profit afier tax Dividend declared
1 March 1989 3112 2612
2 March 1990 541 66 441 66 149 38
3 March 1991 1246 43 1116 43 186 88
Simple Average 606 40 528 07
or
Weighted Average 808 95 70978
Avcrage profit before tax (on the basis of Weighted Average) 808 95
Deduet
Provisions for taxation 99 17
Average profit after tax 709 78
Deduct Preference dividend il
Net profit after tax 709 78
Add Contribution to profil by tresh 1seue 1f any il
Total profit aller tax 709 78
Number of equity share mcluding tresh and bonus 1ssue 7475
Farming per share(EPS) 950
Profit Eammg Capacity Value (PECV) at 15 % capitalisation rate
{r¢ by muluphing EPS by 66)
15% 63 33
12% LAY
10% 9500
8% 11875
FAIR VALUE CALCULATION
Sr Caprtalisation Prolit Net Asset Total of Farr Value Remarks
No Rate Farming Valucper  Col No(3) Col No (5)
Capacity share & (4) divided by
Value two
] 2 3 4 3 6 7
i 15 % 6333 2668 906 01 4500
2 12 % 7917 26 68 105 85 5293
3 10 % 95 00 26 68 155.68 60 84
4 8 % 118 75 26 68 14543 7271
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ANNEXURE 23-2
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Averageof  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
i 1989 78 00 3875 5837
2 1990 - 22000 3300 126 50
3 1991 140 00 7000 105 00
4 Jan 91 86 00 70.00 78 00
4 Feb. 91 126 00 77 00 10150
5 Mar 91 123 00 96 00 109.50 107 83 9943
6 Apr 91 133 00 106 00 119 50
7 May 91 128 00 11500 121 50
8 Jun 91 126.00 108 00 1700
Total of Col.No.6 647.00 Total of Col. No. 7 & 397.70
Divided by months = = ~—=--- 8 Divided by no.of = --—==-
6 i1tems 4
= 107.83 = 99.43

STATEMENT NO. U -23
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER
U.S.A. REPORTING SYSTEM.

{FIG_INLACS)
P.EP.S. F.D.EP.S.
Number of Equity Shares at the time of Time of Issue 7475 7475
Add . Part "A" Conversion 45 00 45.00
Part 'B* Conversion 135.00 *
11875 25475
Profit After Tax 709 98 709.98
Earning Per Share (PLPS) 593
Earming Per Share (FDEPS) 2.79
Profit Earming Capacity Value
At 15 % Capitahisation 3853 18 80
At12 %~ 49 42 2325
ALI0 % 58 30 27 80
At8 % - 7412 34 87
Net Worth 1894 53 1894.53
Net Asset Value Per Share 16 66 783
{arr Value
At 13 % Capttalisation Rate 28 08 1321
At12 % - 3308 15.54
ALl % o 37 98 17 86
At8 % 45.39 2135

*As per conversion terms maximum chargeable
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STATEMENTNO, A-23

(F1g 1 Lacs)

Sr Particulars Including New Equity Capital (due to  Including New FEquty Capital (due to
No Conversion of part "A’ of debenture) at  Converston of part "A’ of debenture) at
s FACE VALUE in the networth and  1ts OFFER PRICE 1 the networth and
if PAT mcludes return on new capital  1f PAT includes return on new capital
' AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 6 7 8
A A Number of Equity 74.75 7475 74.75 74775 74.75 7475
Share at the time  of
15Ste
Add Con of Part A’ 4500 4500 4500 45 00 4500 45 00
Debenture
B Total No of Shares 11975 11975 11975 119.75 11975 11975
Net Worth 1994.53 1994 33 1994 53 1994 53 1994 53 1994 53
Add Face Value of the 450 00 450 00 450 00 450 00 450 00 450 00
total No of new equty
shares
- Shares premum of the - - - 1800.00 1800 00 1800 00
total No of New Equity
shares
C New Net Worth 2444 53 2444 53 2444 53 4244 53 4244 53 4244 53
D N. A V Per Share 20 41 2041 20 41 3544 3544 3544
E P A Tax As per CCl 709 78 709 78 709 78 709 78 709 78 709 78
Add Return on New 125 91 188 86 25142 629 55 944 55 125932
Capital
F New PA'T 835.69 898 64 961 60 133933 1654 33 1969 10
G- Earming per share 698 750 803 11.18 1381 16 44
H Profit Larmng Capacity
Value
-At153% Cap Rate 46 52 5000 5353 74 53 9207 109 60
AAt12% ¢ - 3817 62 50 66 92 9317 11508 13700
AAtl0% - " 69 80 7500 80 30 111 80 138 10 164 40
At 8% ¢ “ 8725 9375 100.38 13975 172 63 205 50
I Fawrvalue Based on the
above PECV and NAV
-At 15 % Cap rate 3347 3521 3697 54.99 6376 72.52
AL1R2% 39.29 41 46 43 67 64.31 7526 86 22
-At 10 % 45.11 4771 50.36 73.62 86 77 9992
-At 8% 5383 5708 60 40 87 60 104 04 120 47
J D=C/B G=+/B H= G
* 100 I=(D+H)2

Respective Capitalisation rate



STATEMENT NO. B-23
(Fig 1n Lacs)

Sr articulars Including New Equity Capital (due to Including New Equity Caputal (due to
No Conversion of part "A" of dehenture) at  Conversion of part "A” of debenture) at
its FACE VALUE n the networth and  its OFFER PRICE m the networth and
il PAT includes return on new capital  1f PAT mcludes return on new capital

AT ~ AT
T 30%of T5% of [00% of 5% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 S 6 7 8
A A Number of Equty 7475 74 75 74.75 7475 7475 475
Share at the tme of
issue N
Add Con of Part "A’ 4500 45300 4500 4500 4500 45,00
Debenture
Con of Part *13* Deb 135.00 13500 13500 13500 13500 13500
B3 Total No of Shares 254.75 254.75 25475 254.73 254,75 25475
Net Worth ‘ 1994 53 1994 33 1994 33 1994.53 1994 53 1994.53
Add. Face Value of the 1800 00 180000 . 180000 1800 00 1800 00 1800 00
total No.of new equity
shares
- Shares premuum of the - -— e 7200 00 7200.00 7204 00
total No of New Equt N
shares
C New Net Worth 379453 3794 33 3794 53 10994.53 10994 33 10994 53
D N A V Per Share 14 90 14 90 1490 43 16 43 16 4316
I P A Tax As per CCI 709.78 70978 70978 709.78 709 78 709 78
’ Add Return on New 503.64 75564 1007 28 251820 3778 20 5036 40
Capital
I New P Al 1243 42 1465 42 171706 322798 4487 98 5746 18
G Earming per share 476 573 674 12.67 1762 22.56
H Profit harmng Cuapacity
Value
-At15% Cap Rate 3173 3833 4493 84.47 117 47 150 40
AAL12% " 3967 47 92 36 17 105 58 146 83 18R 00
AL0% - 47 60 3750 . 6740 126 70 176 20 22560
At 8% ¢ - 39.50 7188 8425 158 38 22025 282.00
| Fanvalue Based on the . .
aboye PECV and NAV
-At 13 % Cap rate 2332 26 62 29.92 63.82 80 32 96 78
ALIZ% 2729 3141 3554 74 37 95 00 11558
SALIO% - - 3125 36 20 4115 84.93 109 68 134.38
At 8% - 3720 4339 4938 100.77 13171 162 58
I D=C/B G=F/B H= G

*100: I=(b+InN2
Respective Captalisation rate

2
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STATEMENT NO. C-23

! : (Fig i Lacs)
Sr Particulars Excluding the convertible securities {rom the total number of paid up equaty
No shares and if profit alter tax includes retum on new capital at ,
Face Value at Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

1 2 3 4 5 6 7 8

A Number of Equity Share 7475 7475 7475 7475 74.75 7475
at the tme ol ssue .
Add Con of Part ‘A’ . — — - —— ——

Debenture
Con of Part "3 Deb -— —— - - -— R
B T'otal No of Shares 74.75 7475 7475 74.75 7475 7475
C Net Worth 1994 33 1994 53 1994 33 1994 53 1994 53 1994.53
D N A V Per Share 26 68 2668 2668 ° 26 68 26.68 26.68
E P.A T, As per CCI 709 78 709 78 709.78 709.78 709 78 709 78
Add Retum on  face 12591 188 86 25182 125.91 188.86 251.82
vilue of new capital part |
A
Retun  on Premuwn - . - - 503.64 755.69 1007 50
Amount of new Capital
Part A
F NewPA T 83569 898 64 961 60 1339 33 165433 1969 [0
G Earmng per share 1118 1202 12 86 17.91 2213 26 34
I Profit Earnmg Capacily
Value
-At 15 % Cap rate 74.53 80.13 8573 119 40 147 33 175 60
Atl2% ¢ ¢ 93.17 100 16 107 16 149 25 184.41 21950
ALY ¢ 11180 120 20 128.60 179 10 22130 263.40
AL8% ¢ ¢ 13975 15025 160 75 223.87 276 62 32925
i Farvalue Based on the
above PECY and NAV
-At 15 % Cap rate 30 60 3340 56 20 73.04 87.10 101 14
AAL12% 39.92 6342 66 92 87.96 105 54 123.09
Ato% - - 69 24 7344 . 7764 102.89 123.99 145 04
‘ -At 8% ¢ 8321 88.46 9317 125.27 151.65 177 96
G
J D=C/B .G=F/B li= *100 @ I=(MD+Wy/2

Respective Capitalisation rate



STATEMENTNO.D-23

(F1g n Lues)

Sr  Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 1f profit aller tax cludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 6 7 8
A Number of Equity Share 74.75 7475 74.75 7475 7475 7475
at the tnne ol 1ssue
Add Con of Part "A° -— - -— - - -
Debenture
Con of Part "B Deb. - e - — - -
B Total No of Shares 74.75 7475 74.75 7475 7475 7475
C Net Worth 1994 53 1994 53 1994 53 1994 53 1994 53 1994 33
D N. A V Per Share 26 68 26.68 26.68 2668 26 68 26 68
E P.A T. As per CCI 709 78 709.78 709 78 709.78 709 78 709.78
Add Return on face 37773 566.73 755 46 37773 566.73 755 46
value of new capital part
\A’
Return  on  Prenuum - - - 1510.92 226692 302184
Amount of new Capital
Part A
F New PA1 1087 51 1276.51 1465.24 2598.43 354343 4487.08
G Earning per share 14 54 17.07 19.60 .34.76 47 40 60 02
i Profit Barmng Capacity
Value
-AU13 % Cap rate 96 93 113 80 13067 23173 31600 400 13
-Al 12 % 121.17 142.25 163 33 28967 39500 500 16
-AL 10 % 145 40 170 70 196 00 34760 474 00 600.20
-At 8 % 18175 - 21337 243 00 434 50 592 50 750 25
I Farrvalue Based on the
above PECV and NAV
-At 15 % Cap. rate 61.80 70 24 78.67 129 20 171.34 213.40
AAti12% v 7392 84.46 95 00 158 17 210 84 26342
AtI0% - & 86.04 98 69 111 34 167.14 250 34 313.44
-Al 8% - 104.21 120 02 135 84 230.59 309.59 388 46
G
J D=C/B G=F/B .H= *100. @ I=(D+H)y/2

Respective Capitalisation rate
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3.25 : VIDEOCON INTERNATIONAL LIMITED

3.25.1 : COMPANY BACKGROUND:;

VIDEOCON INTERNATIONAL LIMITED was incorporated on 19" January
1985 under The Companies Act 1956. The main objectives of the company are to
manufacture, export, import, sell, purchase, market or otherwise deal in electrical
and electronic components, equipments, systems, appliances etc. The object of the

issue was to part finance the expansion project.

3.25.2 : ISSUE HIGHLIGHTS: ’

The company made a Right-cum-Public issue of 20,45,455,12.5% secured fully
convertible debentures of Rs.220.00 each for cash at par aggregating to Rs.4500.00
lacs. As per the conversion terms given in the prospectus, part-I of Rs.110.00 of
each fully paid up debenture would be automatically and compulsorily converted
into one fully paid up equity sﬁare of the face value of Rs.10.00 each for cash at a
premium of Rs.100.00 per equity share on the expiry of 6 months from the date of
allotment. The part-1] of Rs.110.00 would be converted into one equity share of the
face value of Rs.10.00 each at a premium of Rs.100.00 each at the end of 18 months

from the date of allotment.

3.25.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.21.36, Rs.143.19, Rs.165.46 and Rs.
198.54 showing underpricing by 10.32%, 30.17%, 50.41% and 80.49% respectively.
The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a
percentage of pre-issue average market price stood at 108.11%, 127.56%, 147.40%
and 176.87% respectively. That is, none of these fairvalues were within the range of

80.00% to 100.00% of the pre-issue average market price

"As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 15% capitalisation rate the issue price was
89.68% of the fairvalue ie., it was moderately underpriced. The offer price as

" percentage of pre-issue average market price was 98.00%.
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Those investors who were lucky enough to receive allotment, got minimum return
of 0 00% and maximum return of 158 18% per equity share during the year 1992
Similarly, during the year 1993, the investors could realised minimum return of
0 00% and maximum return of 87 27% per equity share As said earlier, the issue
was underpriced at 15%,12%,10% and 8% capitalisation rate meaning thereby that
the company has collected less amount by Rs22.72, Rs.66 38, Rs.11092 and
Rs. 177 08 per F C D respectively.

A close look at the market price before and after the issue, throw light on possibility of
price-rigging The company came out with public issue in the month of February 1991
and the allotment could have been finalised by May 1991 The pre-issue six monthly
market price were in the range of Rs 95 00 to Rs 232 00 The post-issue yearly high
and low market price also revealed that the company or it’s promoters had not

resorted to price-rigging

According to the calculations shown in statement No.U-24, the PEP.S and
FDEPS stood at Rs 19.67 and Rs 1566 respectively Accordingly, the company
could have charged premium of Rs 6.62. Rs 23 01 and Rs 47.60 at the capitalisation
rate of 12%,10% and 8% on the basis of P E.P S calculations, while on the basis of
FDEPS, the company could not charged premium at 15%, 12% and 10%

capitalisation rate

The statement No. A-24 to D-24 shows that the company could have offered it’s
equity share in the range of Rs 78 53 to Rs 525.54 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECV, NAV, capitalisation rate, RO N W, no.of equity shares etc

3.25.4 : OBSERVATIONS OF HYPOTHESIS :
It is seen that, initial offer price sanctioned by the office of the CC.1. was

conservative based on the fairvalue calculations

It is also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method



It is found that the offer price fixed by the office of the C C.I. was underpriced by
10 32%, 30 17%, 50.41% and 80 49% at 15%, 12%, 10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre issue
market price were 165 83% and 98.00% The offer price were highly disproportionate

to the bookvalue per share
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ANNEXURE 24-X
NET ASSET VALUE (NAV)
Name of the Company ; VIDEOCON INTERNATIONAL LTD.
According to the audited balance sheet as at 31st March 1990,

Rs Rs
(Lacs) (Lacs)
Total Assets B 16468 30 Sharcholders fund .
Deduct all habilities (1) Equity Capntal 42170
1 Preference capital ml  (2) Free reserves 3342 60
2 Sccured & unscecured borrowings 717760  Total 3764 30
3 Current habihtics 552640  Deduct contingent ml
Liabilities
4 Contngent habthties nil e
Net worth 3764 30 Net worth 3764.30
Add
(1)kresh capital Issue at Face Value *171 69
Total 393599
Number of shares including Fresh and bonus 1ssue 5934
NAV per share 66 33
* {Earlier F C D Issue Conversion)
ANNEXURE 24-Y
PROFIT EARNING CAPACITY VALUE (PECYV)
Year Profit before tax Profit afler tax Dividend declared
1 Sept 1987 . 902 746 -
2 March 1989 666 37 631 57 100.00
3 March 1990 2916 38 2716 38 174 32
Sunple Average e -
or
Weighted Average 1681.88 1569 96
Average profit before tax (on the basis of Weighted Average) 1681 88
Deduet
Provistons for taation 1192
Average profit after tax 1569 96
Deduct Preference dividend nil
Net profit after tax 1569 96
Add Contribution to profit by fresh issue 1f any il
T'otal profit after tax 1569 96
Number of equity share mcluding fresh and bonus 1ssue 59.34
Eamnmg per share(EPS) 26.46
Protit Eanung Capacity Value (PECV) at 15 % capitalisation rate
(1¢ bv multiplving EPS by 66)
15% 176 40
2% 22005
10% 264 60
8% 33075
FAIR VALUE CALCULATION
Sr Capitalisation Profit Net Asset Total of Fair Value Remarks
No Rate Earning Value per Col. No(3) Col. No (5)
Capacity share & (4) divided by
Value two
! 2 3 4 3 6 7
I 15 % 176 40 66.33 24273 121 36
2 12% 22003 66.33 286 38 14319
3 10 % 264 60 66 33 33093 165 46
4 8 % 330 75 66 33 39708 198 54
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ANNEXURE 24-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 5 6 7 8 9
| 1988 5300 3800 4550
2 1989 100 00 48 00 74.00
3 1990 232.00 63.00 148 50
4 nl 90 118 00 98 00 108 00
! Aug 90 140 00 95 00 11750
5 Sep 90 218 00 134.00 352.00 181 00 11225
0 Oct 90 23200 165 00 198 50
7 Nov. 90 20000 143 00 171 50
8 Dec 90 163 00 112 00 138 50
Total of Col.No.6 1086.00 ‘ Total of Col. No. 7 & 449.00
Divided by months = |  —==w~- 8 Divided by no.of = = —-w=--
6 1tems 4
= 181.00 = 112.25

STATEMENT NO. U - 24

CALCULATION OF FAIR VALUE BASED ON E.P.S, WORKED OUT AS PER °

U.S.A. REPORTING SYSTEM.

(FIG INLACS)
P.EPS. F.DEPS.
Number of Equitv Shares at the time of Time of Issne 58 34 59.34
Add  Part A" Conversion 20.45 2045
Part 'B’ Conversion 20 45
7879 100 24
Profit After Tax 1569 96 1569 96
Larung Per Share (PEPS) 1867
Earmng Per Share (FDEPS) 1566
Profit Farmng Capacity Value
AULS % Caprtalisation 131 13 104 40
AL 12 % 163 92 130.50
AL 10 % 196.70 156.60
AL8 % 245 87 195.75
Net Worth 3935 99 3935.99
Net Asset Value Per Share 49.33 39.27
farr Value
At 15 % Caputalisation Rate 90 23 7183
At12 % 106 62 84 89
AL10 % 123 01 97 93
At8 % 147 60 11775
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STATEMENT NO. A-24

(Fig_mn Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part "A’ of debenture) at  Conversion of part 'A’ of debenture) at
its FACE VALUE m the networth and  its OFFER PRICE 1n the networth and
if PAT mcludes return on new capttal  1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 30% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
| 2 3 4 5 6 7 8
A A Number of Equty 59 34 59 34 59 34 59 34 59 34 59 34
Share at the time of
issue -
Add Con of Part "A° 20 45 2045 2045 2045 2045 20 45
Debenture
B Total No.of Shares 79 79 7979 979 79.79 7979 7979
Net Worth 3935 99 3935 99 393599 393599 393599 393599
Add Face Value of the 204.50 204 50 204 50 204 50 204 50 204 50
total No.of new equty
shares
- Shares premium of the -— - - 2045.50 2045.50 2045.50
total No of New Equity
shares :
C New Net Worth 4140 49 4140 49 4140 49 6185.99 618599 618599
D N A V Per Share 5189 51.89 51 89 77.52 77.52 7732
E P. A Tax As per CCI 1569 96 1569 96 1569 96 1569.96 1569 96 1569.96
Add Return on New 70 55 105 82 141 10 776.25 1164.37 1552 50
Capital
F NewPAT 1640 51 1675 78 1711 06 2346 21 2734 33 3122 46
G Earming per share 20 56 2100 2144 29.40 3426 3913
I Profit Earming Capacity
Vilue
-At15% Cap Rate 137 06 140.00 142 93 196 00 228 40 260 86
At12% " 171 33 175 00 178 67 24500 285.50 326.08
SALI0% - 205 60 21000 214.40 294.00 342 60 39130
AL 8% ¢ - 25700 262 50 268 00 367 50 428 25 489 12
I tasrvalue Based on the :
above PECV and NAV
-At 15 % Cap rate 9447 95 94 97 41 136.76 152 96 169 19
SAL12% o 111.61 11344 115.28 161.26 181 51 201 80
AL10% - 12874 13094 133 14 18576 21006 234 41
-At 8% - 154 44 157 19 159 94 22251 252 88 28332
J D=C/B G=F/B" - H= G
* 100 I=(D+H)/22

Respective Capitalisation rate
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STATEMENT NO. B-24

(Fig 1n Lacs)

Sr Particulars Including New Equity Capital (due to  Including New Equity Capital (due to
No Conversion of part A’ of debenture) at Conversion of part "A° of debenture) at
its FACE YALUE m the networth and  its OFFER PRICE in the networth and
f PAT mctudes return on new capital  of PAT mceludes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A A Number of Equty 5934 59.34 59 34 59 34 59 34 5934
Share at the time of
155U
Add : Con of Part "A” 200 45 20 45 2045 20 45 2045 2045
Debenture
Con of Part *B’ Deb 2043 2045 2045 20.45 2045 2045
B Total No of Shares 100 24 100 24 100 24 100.24 100 24 100 24
Net Worth 3935 99 393599 393599 3935.99 393599 393599
Add Face Value of the 409 00 409.00 409 00 409 00 409 00 409 00
total No of new equuty
shares
~ Shares prenuum of the — —— — 4091 00 4091.00 4091 00
total No of New Equty
shares
C New Net Worth 4344 99 4344.99 4344 99 4344 99 4344 99 4344 99
D N A V Per Share 4334 43 34 4334 84.15 84 15 84 15
E P A Tax As per CCI 1569 96 1569 96 1569 96 1569.96 1569 96 1369 96
Add Return on New 141 10 21164 28220 1552 50 2328.75 310500
Caprtal
I NewPAT 1711 06 1781 60 1852 16 312246 3898 71 4674 96
G Eaming per share 1706 1777 1847 3115 38.89 46 63
11 Profit barming Capacity
Value
-At15% Cap Rate 113.73 11847 12313 207 67 25926 310 86
At12% ¢ " 14217 148 08 153 91 259.58 324 08 388 58
SAt10% 170 60 17770 184 70 31150 388 90 466.30
-At 8 % 21325 22212 23087 389 37 486.12 582.87
I Fairvalue Based on the
above PECV and NAV
. -At 153 % Cap rate 78 53 80 90 8323 145 91 17170 197 50
-AL12% o 9275 9571 98 62 171 86 204.11 236 36
At 10 % 106 97 110.52 11402 197 82 236 52 27522
-At 8% v 12829 132.73 137 10 236 76 28513 33351
1 D=C/B G=F/B .= G
* 100 I=(D+H)n2

Respective Capitalisation rate
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STATEMENT NO. C-24

(Fig 1n Lacs)
Sr Particulars Excluding the convertible securties from the total number of paid up equity
No shares and 1f profit after tax mcludes return on new capital at
‘Face Value at Offer Price at

50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW

! 2 3 4 5 6 7 g

A Number of Equity Share 59.34 39.34 59 34 59.34 5934 5934
at the time of 1ssue
Add Con. of Part "A” — - i - a— —

Debenture
Con of Part "B’ Deb - - - — — -
B Total No of Shares 59.34 59.34 59 34 5934 59 34 59.34
C Net Worth 393599 393599 393599 3935.99 393599 393599
D N A.V Per Share 66 33 66 33 66 33 66.33 66 33 66 33
E P A T AsperCCl 1569.96 1569.96 1569.96 1569 96 156996 1569 96
Add Return on face 70 55 105.82 141 10 70.55 105.82 141.10
value of new capital part
A
Return  on  Premuum — e — 705.70 1058.55 1411 40
Amount of new Capital
Part A
F NewPAT 1640.51 1675.78 1711 06 2346.21 273433 312246
G Earming per share 27.64 2824 28 83 3953 46.07 52.61
i Profit Earmng Capacity
Value
-At 15 % Cap. rate 184.27 188 26 192 20 263.53 307.13 35073
SAt12% 0 o« 230.33 235.33 24025 329.41 383 91 43841
At10% ¢ 276.40 28240 288 30 39530 460.70 526.10
At 8% 345.50 35300 360 37 494.12 575 87 657.62
1 Fairvalue Based on the
above PECY and NAV
-At 15 % Cap rate 125 30 127 29 129 26 164.93 186 73 208.53
At12% ¢ - 148 33 150 83 15329 197.87 22512 252 37
At10% < 171.36 174 36 177 31 230 81 263 51 29621
-At 8% v ¢ 20591 209 66 213.35 280.22 321.10 36197
G
J D=C/B G=F/B H= *100 : I=s(D+H)/2

Respective Capitalisation rate
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STATEMENT NO. D - 24

(F1g n Lacs)

Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and 1f profit after tax includes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 "4 5 6 7 8
A Number of Equity Share 59 34 5934 59.34 59.34 59.34 5934
at the time of 1ssue
Add: Con of Part ‘A’ -— - - — - -
Debenture
Con of Part "B’ Deb — - - - - —
B Total No of Shares 5934 59.34 5934 59.34 5934 5934
C Net Worth 3935.99 393599 3935.99 3935.99 393599 393599
D N A V. Per Share 66 33 66 33 66 33 66.33 66.33 66 33
E P.A T AsperCCI 1569.96 1569.96 1569 96 1569.96 156996 156996
Add" Return on face 141.10 211 64 28220 141.10 211.64 282.20
value of new capital part
‘A
Return on  Premum - - - 1411 40 211711 282280
Amount of new Capital’
Part A
F NewPA.T 1711 06 1781.60 1852.16 312246 3898.71 467496
G Earning per share 28.83 3002 31.21 52 61 65,70 78.78
H Profit Earmmg Capacity
Value
-At 153 % Cap. rate 19220 200.13 208.06 350.73 438.00 525.20
AtlR2% < 240.25 250,16 260.08 438.41 547 50 656 50
-AL 10 % 288 30 30020 312.10 526 10 657 00 787 80
~At 8% 360 37 37525 390 12 657.62 821.25 984.75
I Farvalue Based on the
above PECV and NAV
-At 13 % Cap rate 129.26 13323 13719 208 53 252 16 29576
AL 12 Y% oo 15329 15824 163 20 252 37 306.91 361.41
At1I0% o 177 31 18326 189 21 296 21 361.66 42706
At 8% ¢ 21335 22079 228.22 36197 44379 525.54
G
I D=C/B:G=F/B ‘H= * 100 I=D+H)/2

Respective Capitalisation rate
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3.26 : VISAKA INDUSTRIES LIMITED

3.26.1 : COMPANY BACKGROUND;

VISAKA INDUSTRIES LIMITED was incorporated as a public _limifed company on -
18" June 1981 under The\ Companies Act 1956. The company is engaged in

manufacturé of asbestos cement sheets, pressure pipes and accessories. The object of
the issue was to part finance the diversification project of synthetic blended yarn at

Chiruva in Nagpur district.

3.26.2 : ISSUE HIGHLIGHTS: ‘

The company made a Right-cum-Public issue of 2,23,000, 14% secured fully
convertible debentures of Rs.300.00 each for cash at par aggregating to Rs.6690.00
lacs. As per the Conversion terms given in the prospectus, part-I of each fully
paid up debenture representing Rs.200.00 would be . automatically and
compulsorily converted into ten fully paid up equity shares of the face value of
Rs.10.00 each for cash at a premium of Rs.10.00 per equity share on the expiry of 6
months from the date of allotment. The part-Il of Rs.100.00 would bé converted
into five equity shares of the face value of Rs.10.00 each at a premium of Rs.10.00

each at the end of 12 months from the date of allotment.

3.26.3 : OVER ALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,
10% and 8% capitalisation rate stood at Rs.22.74, Rs.25.71, Rs.28.69 and Rs.33.15
showing underpricing by 12.04%, 22.20%, 30.28% and 39.66% respectively. The
fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as a percentage of
pre-issue average market )price stood at 75.17%, 84.99%, 94.84% and 109.58%
respectively. That is, the fairvalues at 12% and 10% capitalisation rate were within

the range of 80.00% to 100.00% of the pre-issue average market price.

As per the CCI guidelines, the applicable capitalisation rate was 15%, as the
company is manufacturing concern. At 5% capitalisation rate the issue price was
87.95% of the fairvalue, i.e., it was moderately underpriced. The offer price as

percentage of pre-issue average market price was 66.11%.

280



Those investors who were lucky enough to receive allotment, got minimum return of
(25.00%) and maximum return of 50.00% per equity share during the year 1992
Similarly, during the year 1993, the investors could realised minimum return of
(50.00%) and maximum return of 160 00% per equity share. As said earlier, the issue
was underpriced at 15%,12%,10% and 8% capitalisation rate meaning thereby that
the company has collected less amount by Rs41 10, Rs.85.65, Rs.130.35 and Rs.
197 25 per F.C.D. respectively.

A close look at the market price before and after the issue, throw light on
i possibility of price-rigging The company came out with public issue in the month of
April 1991 and the allotment could have been finalised by July 1991. The pre-issue
six monthly market price were in the range of Rs.25.00 to Rs.47.00. The post-issue
yearly high and low market price also revealed that the company or it’s promotors

had not resorted to price-rigging

According to the calculations shown in statement No.U-25, the PEP.S and
F.D.EP.S. stood at Rs.1.46 and Rs 1 12 respectively Accordingly, the company
could have charged premium of Rs.1.73 and Rs.3.55, at the capitalisation rate of 10%
and 8% on the basis of P.E.P.S. calculations, while on the basis of F.D EP.S., the
‘ company could not charged premium altogether. Infact, on the basis of FD.E.P.S.,

the company has to offer it’s security at discount.

The statement No A-25 to D-25 shows that the company could have offered it’s
equity share in the range of Rs.14.50 to Rs.126 27 being minimum and maximum
fairvalues respectively which are worked out based on different combinations of

EPS,PECYV, NAV, capitalisation rate, RON.W , no.of equity shares etc

3.26.4 : OBSERVATIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by the office of the C.C.I. was

conservative based on the fairvalue calculations.

It is also seen that, disregarding type of industry, for this company too, the office

of the CCI has followed uniform premium fixation method.
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It is found that the offer price fixed by the office of the C.C.I. was underpriced by
12 04%, 22.20%, 30.28% and 39.66% at 15%, 12%, 10% and 8% capitalisation rate

respectively

It is also observed that the offer price as a percentage of book value and pre issue
market price were 92.25% and 66 11% The offer price was disproportionate to the

pre-issue average market price.



ANNEXURE

25-X

NET ASSET VALUE (NAV)
Name of the Company : VISAKA INDUSTRIES LTD
According to the audited balance sheet as at 31s¢ March 1991.

Rs Rs
(Lacsy . (Lacs)
Total Assets 1264 03  Shareholders fund
Deduct all habilities (1) Equty Capatal 154 00
1 Preference capital ml  (2) Free reserves 180 00
2 Seccured & unsecured borrowings 51298 Total 33400
3 Current habihities 41705 Deduct contingent ml
liabilitzes
4 Contingent habilities ni
Net worth 33400 Net worth 334.00
Add
{D)Fresh capital Issue at Face Value ntl
Total 334 00
Number of shares mcluding Fresh and bonus 1ssue 1540
NAV per share 2168

* (Lathier C D Issue Conversion)

ANNEXURE 25-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit afler tax Dividend declared
1 Dec 1986 46 91 46 91 768
2 Dec 1987 72.85 6161 18.45
3 March 1989 50.67 4269 18 48
<4 March 1990 10 64 896 15.40
5 March 1991 114 62 114 62 26.18
Smple Average 3913 54 95
or

. Weighted Average

Average profit before tax (on the basis of Simple Average)
Deduct

Provisions for taxation

Average profit afler tan

Deduct Preference dividend

Net profit after tax

Add Contribution to profit by fresh 1ssue 1f any

Total profit after tay

Number of equity share mcluding fresh and bonus 1ssue
Earmng per share(EPS)

5913

418
54 95
mi
54.95
nil
54 95
1540
357

Protit Earming Capacity Value (PECV) at 15 % capitalisation rate

(i e by multiplying EPS by .66)

15% 23 80
12% 2975
10% 3570

8% 44 62
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FAIR VALUE CALCULATION

St Capitalisation Profit Net Asset Total of Farr Value Remarks
No Rate Earning Valueper  Col No(3) Col No (5)
Capacity share & (4) divided by
Value two
1 .2 3 4 3 G 7
| 15% 23,80 2168 4548 2274
2 2% 29.75 2168 5143 2371
3 10 % 3570 2168 57.38 28 69
4 8 % 44.62 21 68 66 30 3315
ANNEXURE 25-Z

CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of  Average
Market Market Average Average Monthly Market
Price Price Average Price
1 2 3 4 3 6 7 8 9
1 1988 30 50 1400 2225
2 1989 2700 1500 2100
3 1990 5200 3000 4100
4 Aug 90 42 00 3600 3600
4 Sep 90 4500 3700 4100
3 Oct 90 47.00 3800 42 50 3675 3025
6 Nov 90 4300 25,00 3400
7 Dec 90 3800 3200 35.00
8 Jan, 91 3400 30.00 3200
Total of Col.No.6 220.50 Total of Col. No. 7 & 121.00
Divided by menths ~ ~=——=- 8 Divided by no.of = --—---
6 items 4
= 36.75 = 30.25

STATEMENT NO. U-25
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER

U.S.A. REPORTING SYSTEM.

(FIG_IN LACS )
P.E.P.S. F.D.E.PS.
Number of Equity Shares at the time of Time of Issuc 15.40 1540
Add * Part "A” Conversion 2230 22.30
" Part "B’ Conversion 1115
3770 48 85
Profit Afler Tax 54 95 54 95
Earmng Per Share (PEPS) 146
Earning Per Share (FDEPS) 112
Profit Farmag Capacity Value
At 15 % Capitahisation 9.73 750
At12 % 12,17 9.38
At 10 % 14 80 1120
At8 % ¢ 1826 14 06
Net Worth 334 00 334.00
Net Assct Value Per Share 8 86 6 84
lau Value
At 15 % Capitalisation Rate g 30 717
At12 % 10 51 810
ALIO % 1173 9.02
Al8 % 13565 10.45
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STATEMENT NO. A-25

(Fig in Lacs)

Sr Particulars Including New Equity Caprtal (due to  Including New Equity Capital (due to
No Converston of part "A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE YVALUE 1 the networth and  1ts OFFER PRICE m the networth and
if PAT meludes retum on new capital  of PAT mcludes return on new capital
Al AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A Number of Equity 1540 1540 1540 1540 1540 1540
Share at the tune of ‘
135U
Add - Con of Part "A’ 2230 22 30 2230 2230 22 30 22 30
Debenture
B Total No of Shares 3770 3770 3779 3770 3770 3770
Net Worth 33400 334 00 33400 334 00 33400 33400
Add Face Value of the 223 00 22300 22300 22300 22300 223.00
total No ol new equty
shares
- Shares premium of the e - - 22300 223 00 22300
total No of New Equity
shares
C New Net Worth 35700 35700 557 00~ 780 00 780 00 780 00
D N A"V Per Share 1477 14.77 1477 20.68 2068 20.68
|3 P A, Tax As per CCI 54 96 54 96 54 96 54 96 34 96 54 96
Add Return on New 38 24 5737 76 48 76 48 11474 153 02
Caprial
I8 NewPAT 9320 11233 13144 13144 169 70 207 98
G Earnmng per share 247 298 348 348 449 5351
1l Profit Earming Capacity
Value
-At15% Cap Rate 16 47 19 87 2320 23.20 2993 3673
-AL12 % " 20 58 24 83 2900 2900 3741 45.9]
-ALI0% 2470 29 80 34 80 34.80 44 90 35.10
-At 8% 3087 3725 4330 4350 56 12 68 87
I Farrvalue Based on the
above PIFCV and NAV
-At 15 % Cup 1ate 1562 1732 18 98 2196 2530 28.70
AL12% - ¢ 1767 19 80 2188 24 84 2904 3329
-At 10 % 1973 2228 2478 2774 3279 3789
-At 8% 2282 2601 2913 3209 3840 44.77
J D=C/IB-G=FI/B U= G
* 100 =(D+I1DNR

Respective Capitalisation 1ate
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STATEMENT NO. B-25

(Jag 1n Lacs)

Sr Paruculars Including New Equmty Capital (due to  Including New Equity Capital (due to
No Conversion of part 'A’ of debenture) at  Conversion of part "A’ of debenture) at
its FACE VALUE m the networth and  1ts OFFER PRICE 1n the networth and
if PAT includes return on new capital  1f PAT includes return on new capital
AT AT
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
1 2 3 4 5 6 7 8
A A Number of Equity 1540 1540 1540 15.40 1540 1540
Share at the time of
155U
Add Con. of Part "A’ 2230 22 30 22 30 22 30 22 30 2230
Debenture
Con of Part 13" DeB 115 1115 1r1s 11.15 1115 1115
B Total No of Shares 48 85 48 85 48 85 48.85 48.85 48 85
Net Worth 334 00 33400 33400 33400 33400 33400
Add Face Value of the 334.50 334 50 33450 334 50 33450 334 50
total No of new equity
shares
- Shares premium of the — - - 334 50 33450 334.50
total No of New Equty
shares
C New Net Worth 668 50 668 50 668 50 1003.00 1003.00 1003 00
b N A V Per Share 1368 1368 13.68 20.53 20.53 20.53
E P A Tax As per CCI 34 96 54 96 34 96 54 96 54 96 54.96
Add Return on New 3736 86 05 114 76 114 76 172 11 22953
Capital
F New P AT 112 32 141 01 16972 16972 227.07 284 49
G Earning per share 2.30 288 47 347 4.64 582
i Profit Eamning Capacity
Value
-AL15% Cap Rate 1533 1920 2313 2313 30.93 3880
SAt12% - - 1917 24 00 28 91 28 91 38.67 48 50
AAt1I0% - 2300 28 80 3470 34.70 46 40 3820
-At 8% 2875 36 00 4337 43 37 58.00 7275
] Parvalue Based on the
above PECV and NAV
-At 15 % Cap rate 14 30 16 44 18 40 2183 25.73 29.66
-ALI2 % . 16 42 1884 2129 2472 2961 34 51
AL 10 % 18 34 2124 2419 2761 3346 3936
-At 8% 2121 2484 28352 3195 3926 46 64
J D=C/B-G=F/B H= G
*100. I=(D+H)R

Respective Capitalisation rate
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STATEMENT NO. C-25

(I1g 1 Lacs)
Sr Particulars Excluding the convertible securities from the total number of paid up equity
No ~ shares and if profit afier tax mcludes return on new capital at
Face Value at Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW RONW RONW RONW
i 2 3 4 5 ) 7 8

A Number of Equity Share 1540 15.40 1540 15 40 1540 1540

at the ume ol 1ssue

Add Con of Part A’ -— . - - - -

Debenture

Con of Part *B" Deb. —— e —— — — -
i3 Total No of Shares 15 40 1540 15.40 15.40 15 40 1540
C Net Worth 33400 33400 33400 334 00 33400 33400
D N A V Per Share 2168 2168 2168 2168 2168 2168
I P AT AsperCCl 34 96 54 96 54 96 54 96 54 96 34 96

Add  Return on face 38.24 3737 76 48 38.24 5737 76 51

value of new capital part

A

Return  on  Premuum - - e 3824 5737 76 51

Amount of new Capital

Part A
F NewP AT 9320 112 33 13144 131 44 169 70 20798
G Earning per share 605 729 853 853 11 01 1330
I Profit Larnmg Capacity

Value

-AL 153 % Cap rate 4033 48 60 36 86 56 86 73 40 90 00

SALI2% 50 41 6075 7108 71.08 9175 112.50

-ALIO % 60.50 72 90 8530 85.30 1010 136 00

-At 8% - 7562 91 12 106 62 106.62 13762 16875
| TLauvalue Based on the

above PLCV and NAY

-At 13 % Cap rate 300 35.14 3927 3927 47 54 5584

AL2% - 3604 41 2] 46 38 46.38 5671 6709

ALI0% & 4109 4729 5349 5349 65 89 78 34

-At 8 % : 48 65 36.40 64 15 64.15 79.65 9521

G
J D=C/B G=F/B H= *100: ¢ I=D+H/2°

Respective Capitalisation rate
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STATEMENT NO. D - 25

(Fig m Lacs)
Sr Particulars Excluding the convertible secunities from the total number of paid up equty
No shares and if profit afler tax includes return on new capital at
Face Value at - Offer Price at
50% of 75% of 100% of 50% of 75% of 100% of
RONW RONW RONW - RONW RONW RONW
] 2 3 4 3 6 7 8
A Number of Equity Share 15.40 15.40 15 40 1540 15.40 1540
at the tme of ssue
Add Con of Part “A’ -- - — - - -
Debenture
Con of Part "B’ Deb —— o .- - o —
B Total No of Shares 13 40 1540 1540 1540 1540 1540
C Net Worth 33400 33400 334 00 334 00 33400 33400
D N A.V Per Share 2168 2168 2168 2168 2168 2168
) P AT AsperCCi 54 96 54.96 54 96 54.96 54 96 54 96
Add  Return on face 57 36 86 05 114 72 57 36 86 05 11476
value of new capital part
A
Retum  on  Premium —— e o 57 36 86 05 114 76
Amount of new Capital
Part A
F NewPAT {12.32 141 01 16972 169 72 227 06 284 48
3 Earning per share 729 9.15 1102 1102 14.74 1847
H Profit Larming Capacity
Vihie
-At 15 % Cap rate 48 60 6100 73 46 7346 98 26 12313
ALI2% 60 75" 76 25 91 83 91 83 12283 15391
AAL1I0% 7290 91 50 11020 11020 147 40 184 70
-At 8% ¢ 91 12 114 37 13775 13773 184 25 23087
| Farrvalue Based on the
above PECV and NAV
) -Al 15% Cap rate 3514 41 34 47 57 47.57 3997 72 40
AL12% v 4121 48 96 5675 56.75 7225 8779
-AL10 % 4729 56 59 65 94 65 94 84 54 103 19
-At 8% 56 40 68.02 79 71 79 71 102 96 126 27
G
I D=C/B G=I/8B .l= *100 I=(D+H)/2

Respective Capitalisation rate



