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CHAPTER : 3

3.1 INTRODUCTION:
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 prospectus 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 

calculation of fair value To calculate fair value per share one has to calculate Net 

Asset Value per share and Profit Earning Capacity Value per share The average of 

PECV and NAV 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 each 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
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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 

inNto 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 

Convertible Debenture(FCD), but if it covers both parts of the F C.D., it is called 

Fully Diluted Earning Per Share(FDEPS) Such dilutive securities are also called 

Equity Shares Equivalents(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 (i e, 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 capitalisation 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 

i e. 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 debenture 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 case 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 I. 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 C and 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 capacity 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 Hill 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:
1. Exclusion/inclusion of number of new Equity Shares 
Equivalents as a result of Conversion - of the

■ debentures. ,
2. 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.
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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 merely 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 J25Jssues were entered in the capital market 

before the abolition of the office of the CCI 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 26lh February, 1987 

with the object of taking over Anand Tanks & Vessels Pvt. Limited - a company 

executing projects on a turnkey basis under a scheme ol Amalgamation The Anand 

Tanks & Vessels Pvt Limited was amalgamated with the company effective from 28th 

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 R's 30 93, 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%, 82 62% and 95 11% 

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 84 07% and 113 15% of the fair value respectively 

i e 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. 17 08,

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 j ) 

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-l, the PEPS, and 

F D E P S stood at Rs 2 47 and Rs 1 27 respectively The company could have 

charged premium of Rs 6 27, Rs 8 33, Rs 10 39 and Rs 13 47 at the capitalisation 

rate of 15%, 12%, 10% and 6% respectively on the basis of P E P S While on the 

basis of F D E.P S the company could have charged premium of Rs 2 06 at 8% 

capitalisation rate only
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The statement No A-l to D-l 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 E P.S., 

P.E C V , N A 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 C I 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 CCI 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 10 71% 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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ANNEXURE1 - X 
NET ASSET VALUE (NAV) ,

Name of the Company : ATV Projects India Ltd. 
According to the audited balance sheet as at 30th June 1991.

Rs Rs

(Lacs') (Lacs)

Total Assets 9476 18 Shareholders fund

Deduct all .liabilities (1) Equity Capital 1121.09

1 Preference capital ml (2) Free reserves 2309.74

2. Secured & unsecured borrowings 5022 62 Total 3430 83

3 Current liabilities 1022 73 Deduct contingent nil

liabilities

4 Contingent liabilities ml

Net worth ' 3430 83 Net worth 3430 83

Add

(1 (Fresh capital Issue at l ace Value ml

Total 3430 83

Number of shares including Fresh and bonus issue 112.10

NAV per share 30 60

ANNEXURE 1-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend

declared

1 March 1989 390 15 299 24 150 80

2 March 1990 - 543.30 ■ 428 30 130 74

3 March 1991 702 16 667 16 182 72

Simple Average

or

545 20 464 90

Weighted Averegc 59720 526 22

Average profit before ta\( on the basis of weighted average) 597.20

Deduct'

Provisions lor taxation at 70 83

Average profit after tax 526 22

Deduct Preference dividend nil

Net profit after tax - 526 22

Add Contribution to profit bv fresh issue if am nil

I otal profit after lax 526 22

Number of equity share including fresh and bonus issue 112 10

Homing per sharefHPS) , 4 69

/
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' Profit Earning Capacity Value (PF.CV) at 15 % capitalisation late (i e bv 

multiple mg PPS b\ 60)

15% 31 27

12% 39 08

10% 46 90

8% 58 62

FAIR VALUE CALCULATION
> Sr 
*Ct.

Capiiahsatio Profit Net Asset Total of Fair Value
yl,
‘ No n Rate Earning Value per Col No (3) Col No (5)

Capacity share &(4) divided by

Value two

1 2 3 4 5 6

1 15% 31 27 30 60 61 87 30 93

2 12% 39 08 30 60 , 69 68 34.84

3 10% 46 90 30 60 77 50 38 75

4 8% 58 62 30 60 89 22 44 61

Remarks

7
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ANNEXURE1 -Z
CALCULATION OF AVERAGE MARKET PRICE

Si No Year Month Highest

Market

Price

Lowest

Market

Price

Monthly

Average

Yearly

Average

Average

of

Monthly

Average

Average

Market

Price

1 2 3 4 5 6 7 8 9

1 1989 .58 25 33 00 45 62

2 1990 48 75 38.00 43.37

3 1991 62 50 37 50 50,00

4 May '91 51.25 43 75 47 50

5 t Jan 52 00 42 50 47 25

•91

6 July 53 75 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 51 25

9 Oct "91 57 00 50 00 53 50

Total of Col. No 6 Divided by 29162 Total of Col No 7 & 8 Divided 187.60
months by no of items —

6 4
= 48 60 = 46 60

\
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STATEMENT NO. U - 1
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.P.S.

Number of Equity shares at the time of issue 112 10 112 10
Add. Part "A’ Conversion 101.19 101 19
Part 'B’ Conversion 202 38

213 29 415 67
Profit After Tax 526 22 526 22
Earning Per Share (PEPS) 2 47
.............(FDEPS) 1 27
Profit Earning Capacity Value
At 15 % Capitalisation Rate 16 46 8 47
At 12 % -do- -do- 20 58 10 58
At 10 % -do- -do- 24.70 12 70
At 8% -do- -do- 30.87 15 88
Net Worth 3430 83 3430 83
Net Asset'Value Per Share 16 08 8 25
Fair Value '

/• At 15 % Capitalisation rate 16 27 8 36
• At 12% -do- 18.33 941
• At 10% -do- 20 39 10 47
• At 8% -do- 23 47 12 06
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STATEMENT NO. A - 1
(Fig in Lacs)

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 its FACE VALUE m debenture) at its OFFER PRICE m
the networth and if PAT includes 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

1 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 ai the tune of
issue
Add Conversion of 101 19 101 19 101 19 101 19 101 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 30 283 30
Net Worth 3430 83 3430 83 3430.83 3430 83 3430 83 3430 83
Add Face Value of the *1711 95 1711 95 1711 95 1711 95 1711 95 1711 95
total No of new equity
shares
- Shares premium of the 161900 1619.00 1619 00
total No. of New Equity
shares

C New Net Worth 5142 78 5142 78 5142 78 6761 78 6761 78 6761.78
D Net Asset Value Per 18 15 18.15 18 15 23.86 23 86 23.86

Share
E Profit After Tax As per 526 22 526 22 526 22 526 22 526.22 526 22

CCI
—-~Add Return on New '" 98 35 147 53 196 70 255 72 383.58 511 4^-

Capital ___ - ' .. -
F \ New PAT 624.57 673 75 722 92 781.94 909 80 1037 66
G Earning per share 2 20 2 38 2.55 2 76 3.21 3.66
II Profit Earning Capacity

Value
-At 15 % Cap Rate 14 67 15 87 17.00 18 40 21.40 24 40
-At 12 % - - 18 33 19 83 21.25 23 00 26.75 30 50
-At 10% " 22 00 23 80 25 50 27 60 32 10 36 60
-At 8 % •' •' 27 50 29 75 31 88 34.50 40.13 45.75

I l airvalue Based on the
above PECV and NAV
-At 15 % Cap Rate 1641 1701 17.58 21 03 22 53 24.03
-At 12 % - “ 18.24 18 99 19 70 23 33 25 21 27.08
-At 10% - - 20 08 20 98 21 83 25 63 27.88 30 13
-At 8% ......... 22 83 23.95 25 02 29 08 31 90 34 71

J D = C/13 G = F/B H = G
----------------------------------------- »100 l=(D + H)/2

Respective Capitalisation rate
* Includes "C" series Conversion
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STATEMENT NO. B - 1
(Fig in Lacs)

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 its FACE VALUE m debenture) at its OFFER PRICE m
die networth and if PAT includes 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

1 2 3 4 5 . 6 7 8
A A Number of Equity 

Share at the tune of
*182 11 182 11 182.11 182 11 182.11 182 11

issue
Add Conversion of 101 19 101 19 101 19 101 19 101.19 101 19
Part ‘A’ Debenture 
Conversion of Part "B" 
Debenture

202 38 202 38 202 38 202 38 202 38 202.38

B Total No of Shares 485 68 485 68 485 68 485 68 485 68 485.68
Net Worth 3430.83 3430 83 3430 83 3430 83 3430.83 3430 83
Add- Face Value of the 
total No of new eqmt\ 
shares •

*3735 71 3735.71 3735 71 3735 71 3735.71 3735 71

- Shares premium of the 
total No of New Equity 
shares

6678.40 6678 40 6678.40

C New Net Worth 7166 54 7166 54 7166 54 13844 94 13844 94 13844 94
D Net Asset Value Per 

Share
14 76 14 76 14 76 28 50 28 50 28 50

1. Profit After Tax As per
• cci •

526 22 526 22 526 22 526 22 526 22 526 22

Add- Return oil New 
Capital

196.70 295.06 393 41 688 48 1032.72 1376.97

!• NewPAT 722 92 821 28 919 63 1214 70 1558 94 1903.19
G Earning per share 1 49 1 69 1 89 2.50 3 21 3 92
11 Profit Earning Capacity 

Value
-At 15 % Cap Rate 9 93 11 27 12 60 16 67 21 40 26 13
-At 12 % " - 12 42 14.08 15 75 20.83 26 75 32.07
-At 10% “ - 14 90 16 90 18 90 25 00 32 10 39 20
-At 8% " - 18 63 21 13 23 63 31.25 40 13 49 00

I Fairvalue Based on tile 
above PECV and NAV 
-At 15% Cap Rate 12 35 13.02 13.68 22.55 24.95 27.32
-At 12 % " “ 13 59 14 42 15 26 24.67 27 63 30.59
-At 10 % “ ” 14 83 15 83 16 83 26.75 30.30 33 85

l .....
-At 8% " " 16 70 17 95 19 20 29 88 34.32 38 75

J D = C/B G = F/B H= G
----------------------------------------- * !00 I=(D + H)/2

Respective Capitalisation rate
* Includes “C’ senes Conversion
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STATEMENT NO. C -1

Excluding the convertible securities from the total number of paid up equity 
shares and if profit alter tax includes return on new capital at 
Face Value atOffer 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 Equity 

Share at the tune of
issue

182 II 182 11 182.11 182 11 182 11 182.11

Add: Con of Part ‘A* 
Debenture

— — — — — —

Con. of Part 'B' 
Debenture.

— — — — — —

B Total No of Shares 182 11 182 11 182 11 182 11 182.11 182 11
C Net Worth 4130 90 4130 90 4130.90 4130 90 4130 90 4130 90
D Net Asset Value Per 

Share
22.68 22 68 22 68 22 68 22 68 22 68

E Profit Alter Tax As per 
CCI

526 22 526 22 526 22 526.22 526.22 526.22

Add Return on New 
Capital Part A

98 35 147 53 196 70 98 35 147.53 196.70

Return on Premium 
Amount of new Capital 
Part A

157 37 236 05 314 74

F New P.A T 624.57 673 75 722 92 781 94 909 80 1037 66
G
11

Earning per share
Profit Earning Capacity 
Value

3 43 3.70 3.97 4.29 4.99 5 70

-At 15 % Cap. Rate 22.87 24 66 26 47 28 60 33 27 38 00
-At 12 % “ “ 28 58 30 83 33.08 35 75 41 58 47.50
-At 10 % “ “ 34.30 3700 39 70 42 90 49,90 57.00

1
-At 8% " "
Fairvalue Based on the 
above PECV and NAV

42.87 46 25 49 62 53 62 62 37 71 25

-At 15 % Cap Rate 22 77 23 67 24 57 25 64 27.97 3044
-At 12 % “ “ 25.63 26 75 27 88 29 21 32.13 35 09
-At 10% " 28 49 29 84 31 19 32.79 36 29 39 84

J D =

-At 8% “ "

C7B G = F/B H- —

32 77
G

34.46 36.15

- * 100 •

38 15

I = (D + H) / 2

42.52 46 96

Respective Capitalisation rate

Sr Particulars 
No
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STATEMENT NO. D -!

Sr Particulars. Excluding the convertible securities front 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

1 2 3 4 5 6 7 8
A A Number of Equity Share at the 182 11 182 11 182.11 182 11 182 11 182 11

- time of issue
Add : Con of Part ‘A’ Debenture
Con of Part‘B’Debenture. — — — — ____ ___

B Total No of Shares 182.11 182 11 182.11 182 11 182 11 182 11
C Net Worth 4130 90 4130 90 4130 90 4130.90 4130 90 4130 90
D Net Asset Value Per Share 22 68 22.68 22 68 22.68 22.68 22.68
E Profit After Tax As per CCI 526.22 526 22 526.22 526 22 526.22 526 22

Add' Return on New Capital Part A 196 70 295.06 393 41 196.70 295 06 393 41
Return on Premium Amount of new — — 491.78 737 66 983.56

F
Capital Both Part
NewPAT 722 92 821.28 91963 1214 70 1558.94 1903.19

G Earning per share 3 97 4.51 5 05 6 67 8 56 10.45
H Profit Earning Capacity Value 

-At 15 % Capitalisation rate 26 47 30 06 33 67 44 47 57 07 69 67
-At 12 % “ 33 08 37.58 42 08 55 58 71.33 87 08
-At 10% - 39 70 45 10 50 50 66 70 85.60 104 50
-At 8% '• 49 62 56 37 63 12 83.37 107.00 130.62
I Fairvalue Based on the above
PECV and NAV
-At 15 % Capitalisation rate 24 57 26 37 28 17 33 57 39 87 46 17
-At 12 % “ 27.88 30 13 32.38 39 13 47.00 54,88
-At 10% 31 19 33 89 1 36.59 44 69 54 14 63 59
-At 8 % “ 3615 39 52 42.90 53 02 64.84 76 65

G
.1 D = C/B • G = F/B 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 4lh December 1974 at Bombay and converted in to a public limited 

company on 6th 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:

During January 1991, the company came out with Right-cum-Public issue of

15,79,925 equity shares of Rs 10 00 each for cash at premium of Rs. 10 00 per 
■»share aggregating to Rs 3 15 90 lacs

3.3.3: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair value at 15%, 

12%, 10% and 8% capitalisation rate stood at Rs2198, Rs 24.98, Rs 27.97 and 
Rs 32 45, showing under-pricing by 9 00%, 1 ^ 93%, 28 49% 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 15 00% 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 1.98, Rs 4 98, Rs 7 97 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 
Januaiy^T^[ 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 E P S , N A V , P.E C V , R.O N.W, 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
\

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 CCI has underpriced the offer price at 15%, 

12%, 10% and 8% capitalisation rate by 9 00%, 19 93%, 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.

—-------------------------------------- —---- :---------- Rs----- -

(Lacs)

lotal Assets 1219 78

Deduct all liabilities
1 Preference capital nil

2 Secured & unsecured borrowings 441 73

3 Current liabilities 385 84

4 Contingent liabilities nil

Net worth 392.21

Add
(1 )Fresh'capital Issue at Face Value 158 00

Total ' ' 550.21

Number of shares including Fresh and bonus issue 27 45

NAV per share 20 04

Calculation of profit on Fresh Capital '

1/2 * Fresh Capital * Exist PAT/Exist NAV 

1/2 * 158 00 *107 98 / 392 21 = Rs 2175

(Lacs)

Shareholders fund < .

(1) Equity Capital 116 50

(2) Free reserves 275 71

Total 392 21

Deduct contingent ml

liabilities

Net worth 392 21

ANNEXURE 2-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend

declared

1 December 1985 166 46 166 46 ...

2 December 1986 90 09 90 09 ...

3 March 1998 (25 92) (25.92) 11 65

4 March 1989 53 06 44 70 23.3

5 March 1990 166.98 107 98 23 91

Simple Average 90 13 76 66

or
Weighted Averege —

Average profit before tax (on the basis of simple average)

Deduct

90.13

Provisions for taxation at 13 47

Average profit after tax 76 66

Deduct' Preference dividend ml

Net profit after tax 76 66
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Add Contribution to profit b> fresh issue if am 

Total profit after tax

Number of equitx share including fresh and bonus issue 

fuming pci xhare(HPS)

Profit faming Capaeiti Value (PF.CV) at 15 % capitalisation rate (i e by 

multiphing EPS by 66}

15%

12%

10%

8%

21 75 

98 41 

27 45 

3 59

23 93 

29 92 

35 90 

44 87

FAIR VALUE CALCULATION

Sr Capitalisatio Profit , Net Asset Total of Col Fair Value Remarks

No n Rate Earning

Capacity

Value

Value per

share

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

divided by

two

1 2 3 4 5 6 7

! 15% 23 93 20 04 43 97 21 98

2 12% 29 92 20 04 49 96 24 98

3 10% 35 90 20 04 55 94 27 97

4 8% 44 87 20 04 64 91 32 45

«
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ANNEXURE 2 -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 1988 7 00 7 00 7 00

2 1989 16 00 10 00 13 00

3 1990 100 00 21 00 60 50

4 Jun 90 47 00 41 00 44 00

5 Jul 90 40 00 42 00 41 00

6 Aug 90 48 00 41 00 44 50 48 50 32 25

7 Sep 90 6! 00 44 00 52 50

8 Oct 90 63 00 53 00 58 00

9 Nov 90 58 00 44 00 51 00

Total of Col No 6 
months

Divided by 291 62

6
= 48 60

Total of Col No. 7 & 8 Divided 
by no of items

129 00

4
= 32 25
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STATEMENT NO. A-2 .
(Fig, in Lacs)

Sr
No

Particulars Including New Equity Capital (due 
to Conversion of part A’ of 
debenture) at its FACE VALUE in 
the networth and if PAT includes 
return on new capital AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A Number of Equity 11 65 11 65 11 65 11.65 11 65 11.65

Share at the time of 
issue
Add Con. of Part 'A' 15 80 15.80 15.80 15 80 15.80 15.80

' Debenture
Con of Part ‘B‘ Deb

n Total No of Shares 27 45 27 45 27.45 2745 27 45 27 45
Net Worth 392 21 392 21 392 21 392 21 392.21 392 21
Add. Face Value of tire 158 00 158 00 158 00 158 00 158.00 158.00

c

total No of new equity 
shares
- Shares premium of the 
total No. of New Equity 
shares
New Net Worth 550 21 550 21 550.21

158 00

708.21

158 00

708 21

158 00

708 21
D Net Asset Value Per 20 04 20 04 20 04 25 80 25 80 25 80

E
Share
Profit After Tax As per 76 66 76.66 76 66 76 66 76 66 76 66
CC1
Add Return on New 21 75 32 61 43 50 21 75 32 61 ~43 50

!•
Capital
NevV PAT 98 41 109 27 120.16 98 41 109 27 120.16

G Earning per share 3 58 3 98 4 37 3 58 3.98 4.37
ii Profit Earning Capacity 

Value
-At 15 % Cap rate 23 87 26 53 29.13 23 87 ' 26 53 29.13
-At 12 % - “ 29 83 33 16 36.41 29.83 33 16 36.41
-At 10% “ - 35.80 39.80 43 70 35 80 39 80 43 70
-At 8% " “ 4475 49 75 54 62 44.75 49 75 54 62

i I'uirvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate ‘ 21 95 23.28 24 58 24.83 26.16 27 46
-At 12 % “ “ 24 93 26 60 28 22 27 81 29.48 31 10
-At 10% - " 27 92 29 92 31 87 30 80 32.80 34 75

*T"" iv -
-At 8% 32 39 34 89 37 33 35 27 37 77 40 21T“u = C/li G =i'7B • H = <J

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

/
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STATEMENT NO. B-2
((Fig m Lacs) 

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 its FACE VALUE m debenture) at its OFFER PRICE m 
the networth and if PAT includes the networth and if PAT includes 
return on new capital ATreturn 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 11 65 11.65 11 65 11.65 11.65 11 65

at the lime of issue
Add Con of Part ’A’ 
Debenture

15 80 15 80 15 80 15.80 15 80 15.80

Con ofPart'B’Deb — — — — — —

B Total No. of Shares 2745 27 45 2745 27.45 2745 27 45
Net Worth 392 21 392 21 392.21 392 21 392.21 392 21
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 
total No of New. Equity 
shares

158 00 158 00 158.00

C New net Worth 550 21 550 21 550 21 708 21 708 21 708 21
D Net 'Asset Value per 

share
20.04 20.04 20.04 25,80 25 80 25 80

E Profit After Tax As per 
CCI

76 66 76 66 76 66 76 66 76.66 76 66

Add Return on New 
Capital

43 50 65 22 86 99 43.50 65.22 86 99

F New P A.T 120 16 141 88 163 65 120.16 141.88 163 65
G
Ii

Earning per share
Profit Earning Capacity

4 37 5 16 5 96 4 37 5 16 5.96

Value
-At 15 % Cap rate 29.13 34 40 39.73 29 13 34 40 39.73
-At 12% “ “ 36 41 43 00 49.67 36 41 43 00 49.67
-At 10% " •• 43 70 51 60 59 60 43 70 51 60 59 60
-At 8% " " 54 92 64 50 74.50 54 92 64 50 74'50

I l airvaltte Based on the 
above PECV and NAV 
-At 15 % Cap rate 24 58 27 22 29 88 2746 30 10 32 76
-At 12 % " " 28 22 31.52 34 87 31 10 34.40 37 73
-At 10% " “ 31 87 35 82 39.82 34 75 38.70 42.70
-At 8% 37 48 42 27 47.27 40 36 45 15 50.15

0
J D = C/B G = F/B 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 EFABX 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 .OVERALL 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 124.00%, respectively 

As said earlier, the issue was overpriced at 15%, 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 riggingj^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 

a of Rs 36 00 to Rs 56 00 The post issue yearly high and low market price also show J 

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

3.4.4 OBSERVATIONS OF HYPOTHESIS:

It jis 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% capitalisation 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 (NAV)

Name of the Company : BHARATI TELECOM LTD. 
According to the audited balance sheet as at 31“ March 1990.

Rs Rs
(Lacs) (Lacs)

Total Assets 1112 87 Shareholders fund
Deduct all liabilities (1) Equity Capital 165 00
1 Preference capital ml (2) Free reserves 228 09
2 Secured & unsecured borrowings 429 59 Total 393 09
3 Current liabilities 290 19 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth 393 09 Net worth 393 09

Add
(i )Fresh capital Issue at Face Value 183 62

Total 576 71
Number of shares including Fresh and bonus issue 34 86
NAV per share 16 55
Calculation of Profit on Fresh Capital 
1/2 * Fresh Capital * Exist PAT / Exist NAV 
1/2 * 183 62 * 139 80 / 393 09 = Rs 32 65

ANNEXURE 3-Y
PROFIT EARNING CAPACITY VALUE (PECV)

(Rs. in Lacs)
Year Profit before tax Profit after tax Dividend

declared
1 June 1986 ml ml
2 June 1987 00.04 00 03
3 June 1988 (7.25) (7 25)
4 June 1989 *171 99 *14649
5 June 1990 164 40 139 80 29 70
Simple Average or 
Weighted Average 
* 12 Moulli Ad|iisled 
ligines

82 29 69 77
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Aieiago ptofit belore taxi on the basis of average) i 82 29
Deduct
Provisions Ioi taxation at 12 52
Average profit after tax ^ 27
Deduct Preference dividend n|l
Net ptolil after ta\ 69 77
Add Contribution to profit bv ft exit issue if am -'2 65

1 oul profit after tax 102 42
Numhci ol cqiutv shaie including Iresh and bonus issue 34 86
1 anting per xharofl.PS) ' 2 94
Piolit Laming Capautv Value (PKCVl at 15 % capitalisation rale (i e bs 
muiiiplvmg LPS bv 66)

15% 19 59
12% 24 50
10% 29 40
8% 36 75

FAIR VALUE CALCULATION

Sr
No

Capitalisalio 
n Rate

Profit
Laming

Cupaeitv
Value

Net Asset 
Value per

.shaie

1 otal of 
Col No (3)

& (41

fair Value
Col No (5) 
divided In 

two

Remarks

1 2 3 4 5 6 7
1 15% 19 59 16 55 36 14 18 07

*> 12% 24 50 16 55 41 05 20 52
3 10% 29 40 16 55 45 95 22 97
4 8% 36 75 ! 6 55 53 30 26 65

ANNEXURE 3 -Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Yeai Month i lighest Lowest Montlih Yearh Average of Average
Maiket Market Average Average Monlhlv Market
Prtee l’riee Average Price

1 2 ■> 4 5 6 7 8 9
1 1988 25 00 7 50 16 25
2 1 989 81 00 15 00 48 00
3 199!) 85 00 44 00 64 50
4 Sep 90 56 00 47 00 51 50
S Oct 90 52 00 38 00 45 00
0 Nov 90 48 (K) 38 00 43 00 44 25 43 25
7 Dec 90 48 00 4 i 00 44 50
8 Jan 91 42 00 ' 36 00 39 00
9 lob 91 48 00 37 00 42 50

lotal ol Col No 6 Divided In 265 50 otal of Col No 7 & 8 Divided 173 00
months ----- b\ no of Hems

6 4
= 44 25 = 43 25
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STATEMENT NO. A-3
(Fig m Lacs)

Si
No

Particulars Including New Equity Capital (due 
to Conversion of part A' of 
debenture) at Us FACE VALUE m 
the networth and if PA1 includes 
return on new capital AT

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 AT

50% of 
RONW

75% of 100% of
RONW RONW

50% of ' 
RONW ■

75% of 
RONW

100% of 
RONW

1 3 4 5 6 7 8
A Number of Equity

Share at the lime of
issue

16 5!) 16 50 16 50 16 50 16 50 16 50

Add-Con of Part’A' 
Debenture

18 36 18 36 18 36 18.36 18.36 18.36

Con ofPartiPDeb — — — ___ ___ ___

B Total No of Shares 34 86 34 86 34 86 34 86 34 86 34 86
Net Worth 393 09 393 09 393 09 393 09 393 09 393 09
Add Face Value of the 
total No of new equity 
shares
- Shares premium of the 
total No of New Equity 
shares

183 62 183 62 183 62 183 62

275 47

183 62

275 47

183 62

275 47

e New Net Worth 576 71 576 71 576 71 852 15 852 15 852 15
D Net Asset Value Per 

Share
16 55 16 55 16 55 24 45 24.45 24.45

i Profit Alter ‘Ia\ As per 
CCJ

69 77 69 77 69 77 69 77 69 77 69 77

Add Return on New 
Capital

81 62 122 45 163 25 81 62 122 45 163 25

F New PA F 151 39 192 22 233 02 151 39 192 22 233.02
0
11

Earning per shaie
Piotit Earning Capacity 
Value

4 34 5 51 6 68 4 34 ' 5 51 6 68

-At 15% Cap Rate ' 28 93 36 73 44 53 28 93 36 73 44 53
-At 12% - - 36 17 45 92 55 67 36 17 45 92 55 67
-At 10% - - 43 40 55 10 66 80 43 40 55.10 66 80

I
-At 8% " -
Fan value Based on the 
above PFCV and NAV

54 25 66 87 83 50 54 25 66 87 83 50

-At 15 % Cap Rate 22 74 26 64 30 54 26 69 30 59 34 49
-At 12% - “ 26 36 31 23 36 11 30.11 35 18 40 06
-At 10% " - 29 97 35 82 41 67 33 92 39 77 45.62
-At 8% - “ 35 40 42 71 50 02 39.35 46 66 53.97

J D = C/B G = F/13 11 =
------------------------------------ * too
Respective Capitalisation rate

I = (D + H)/2



STATEMENT NO. B-3

Si 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 Us FACE VALUE m debenture) at its OFFER PRICE m
the nelw'oilh and if PA I includes 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

1 2 •>
.y 4 5 6 7 8

A Number of Equity Share 
at the tune of issue

16 50 16 50 16 50 16 50 16 50 16 50

Add New 1 quity Issue 18 36 18 36 18 36 18 36 18.36 18 36
B Total No of Shares 34 86 34 86 34 86 34 86 34 86 34.86

Net Worth 393 09 393 09 393 09 393 09 393 09 393 09
I-ace Value of the Total 183 62 183 62 183 62 183 62 183 62 183 62

•
No of New equity shares 
Share premium of the 
total no of New equity

275 47 275 47 275.47

shm es

C New Net Worth 576 71 576 71 576 71 852 15 852.15 852 15
D Net Asset value per 

shaie
16 55 16.55 16 55 24.45 24 45 24 45

1. Profit After lax as per 69 77 69 77 69 77 69 77 69 77 69 77
CCI
Add Return on new 32 65 48 97. 65 30 32 65 48 97 65 30

1-
capital
New PA'I 102 42 118 74 135 07 102 42 118 74 135.07

(J

11
Earning per share
Piolit Earning Capacity 
Value

2 94 3 41 3 87 2 94 3 41 3.87

At 15% Cap Rale 19 60 22 73 25 80 19 60 22.73 25 80
At 12% - " 24 50 28 42 32 25 24 50 28 42 32 25
-At 10% " 29 40 34 10 38 70 29 40 34 10 38 70
-At 8% " 36 75 42 62 48 37 36 75 42 62 48 37

1 Eairvaiue Based on the 
above PICV and NAV 
-At 15% Cap Rate 18 07 19 64 21 17 22 02 23 59 25.12
-At 12% " " 20 52 22 48 24 40 24 47 . 26 43 28.35
-At 10% - - 22 97 25 32 27 62 26 92 29 27 31 57
-At 8% 26 65 29 58 32 46 30 60 33 53 36 41

J D = C/B G = E/B 11 = a
----------------------:------------------ * 100: I = (D + H)/2

Respective Capitalisation rate



3,5 : BOMBAY SUBURBAN ELECTRIC SUPPLY LIMITED

3.5.1: COMPANY BACKGROUND:

BOMBAY SUBURBAN ELECTRIC SUPPLY LIMITED company was incorporated 

as a public limited company on 1st 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 80,00,000, 12 5% secured 

fully convertible debenture of Rs 125 00 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.

3.5.3:OVERALL 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, i e , It was highly underpriced The issue price as a percentage of pi;e 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%, 12%, 10% and 8% capitalisation rate meaning thereby 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 

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

market prices were in the range of Rs.71 00 to Rs 121 00 The post issue yearly 

high and low market prices also reveal that the company or if s promoters, had not 

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 9 94 and Rs 12 30 at the capitalisation rate of 15%, 12%, 10%, and s8%

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 E P.S., N.A V , 

P E C.V , R O N W , capitalisation rate, No of equity shares etc

3.5.4 : OBSERVA TIONS 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 was 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 CCI was highly disproportionate to the 

market price and book value of the share It 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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ANNEXURE4 - X 
NET ASSET VALUE (NAV)

Nameot the Company • BOMBAY SUBURBAN LLFC 1R1C L1M11 hi) 
According to the audited balance sheet as at 30th September 1990.

Rs Rs
tLacs) (Lacs)

1 OUil Assets 34727 71 shareholders Fund
Deduct all habilittes (1) Equity Capita! 1170 35

1 Piefeietice capital 48 1)0 (2) Free reserves 9680 21
2 Secured & unsecured borrowings 9229 71 Total 10850 56
3 Current liabilities 14549 44 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net woith 10850.56 Net worth 10850 56

Add
i 1 il resh capital issue at 1 ace Value ml

i'otal 10850 50
Numliei of sluiios including Fresh and bonus issue 117 03
NAV per shaie 92 71

ANNEXURE 4 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Yeat Profit before tax Prolil after tax Dividend declared
I March 1988 747 61 612 61 117 04 Eq Div 

14 69 Pr Div
2 March 1989 853 61 853 61 117 04 Eq Div 

14 69 Pr Div
3 March 1990 1204 47 1204 47 210 67 Kq Div 

14 69 Pr Div
4 September 1990 806 45 806 45 210 67 Eq Div 

14 69 Pr Div
Simple Aveiage

Ol
Weighted Aveiage

1032 04 993 46
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Average profit befoie ta\ ton the basis ol Simple average)
Deduct
Provision-, for taxation at 
Average profit alter tax 
Deduct Preference dividend 
Net profit after tax ^
Add Contribution to profit b\ fresh issue if am 

1 otal profit utter tax
Number ofequitv share including fresh and bonus issue 
1 laming per share( hPS}

Profit Earning Capacitv Value (PhCV) at 15 % capitalisation rate (l e by 
multiplying EPS b\ 66)

15%
12%
10%
8%

032 04

38 58
993 46

14 69
978 77

ml
978 77
117 03

8 36

55 73
69 66
83 60

104 50

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning

Capacity
Value

Net Asset 
Value per 

share

Total of 
Col No (3) 

&(4)

Fair Value 
Col. No (5) 

divided by 
two

Remarks

I 2 3 4 5 6 7
1 15 % 55 73 92 71 148 44 74 22
2 12% 69 66 92 71 162 37 81 18
2 10% 83 60 92 71 17631 88 15
4 8% 104 50 92 71 19721 98 60

ANNEXURE 4 -Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month I lighest 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
I 1988 350 00 150 00 250 00
2 1989 800 00 69 50 434 25
3 1990 152 50 35.00 93 75
4 Sep 90 121 00 71 00' 96 00
5 Oct 90 121 00 83 00 102 00
6 Nov 90 111 00 83 00 97 00 91.50 217 37
7 Dec 90 90 00 81 00 85 50
8 Jan 91 83 00 75 00 79 00
9 Feb 91 10! 00 78 00 89 50

Total of Col No 6 Divided bv , 549 00 Total of Col No 7 & 8 Divided 869 50
months by no of items —

6 ' 4
=91 50 =21737
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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

{1 ig in Luts)
P. E.P.S

Number of I quits shares at the time of issue 117 03.
Add I nil Conversion of the Debentures 400 00
total Number of Shares _____517 03
I'mtlt After lax 978 77
Laming Per Share(PLPS) 1 89
Profit Laming Capacits Value
At 15 % Capitalisation Rate 12 60
At 12 % - do - - do - 15 75
At 10% -do- -do- Igyt)
At 8 % - do - - do - 23 62
Net Worth 10850 56
Net Asset Value Per Share 20 98
l air Value
At 15 % Capitalisation Rate 16 79
At 12% -do- -do- 18 36
At 10% -do- -do- 19 94
At 8 % - do - - do - 1 22 30



STATEMENT NO. A-4
(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 its OFFER PRICE m 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 Equity 

Share at the time of
117 03 117.03 117 03 11703 117.03 117 03

issue -
Add Con of Part ‘A’ 400 00 400.00 400 00 400 0(1 400.00 400 00
Debenture
Con of Part B' 
Debenture

— — — — ... —

B Total No of Shares 517 03 517 03 517 03 51703 517.03 517.03
Net Worth 10850 56 10850 56 10850 56 10850 56 10850 56 10850 56
Add Face Value of the 
total No of new equity 
shares

4000 00 400000 4000 00 4000.00 4000.00 400000

- Shares premium of the 
total No of New Equity 
shares

6000 00 6000 00 6000 00

C New Net Worth 14850.56 14850 56 14850.56 20850 56 20850 56 20850 56
D Net Asset Value Per 

Share
28 72 28.72 28 72 40 32 40 32 40 32

i: Profit After Ta\ As per 978 77 978 77 978 77 978,77 978,77 978 77
CCI
Add Return on New 
Capital

148 40 222 80 297 20 • 371 00 55700 743 00

!■ New P A T 1027 17 1201.57 1275 97 1349.77 1535 77 1721 77
G
ii

Earning per share
Profit Earning Capacity

1.98 2.32 2 46 261 2 97 3 33

Value
-At 15% Cap Rate 13.20 15.47 16 40 17.40 19.80 22 20
-At 12 % - " 16 50 19 33 20 50 21 75 24.75 27.75
-At 10% - - 19 80 23.20 24.60 26 10 29.70 33 30

1
-At 8% ■ "
hurvalue Based on the 
above PECV and NAV

24 75 29 00 30 75 32.62 37 12 41.62

' -At 15 % Cap Rate 20 96 22 09 22 56 28 86 30.06 31 26
-At 12 % - " 22 6! 24 02 24 61 31.03 32 53 34.03
-At 10% - - 24 26 25 96 26 66 33.21 35.01 36.81
-At 8% - “ 26 73 28.86 29 73 36 47 38.72 40.97

.1 D = C / B G = F / B ■ H = G
....... * i nn i-m + W), n

Respective Capitalisation rate
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STATEMENT NO. C - 4

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity shares 
and if profit alter tax includes return on new capital at
Face Value at Offer Price at

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 ■1 8
A Number of Equity Share 117 03 117 03 117 03 117.03 117 03 117 03

at the time of issue
Add Con of Part

B

'A' Debenture
Con of Purl 'B' Deb
Total No of Shaies 117 03 117.03 117 03 117 03 117.03 117 03

C Net Worth 10850 56 10850 56 10850 56 10850.56 10850 56 10850 56
D Net Asset Value' per 92 71 92 71 92 71 92 71 92 71 92.71

h
share
Profit Alter fax As per 978 77 978 77 978 77 978 77 978 77 978 77
CC!
Add Return on New 148 40 222 80 297 20 148 40 222.80 29720
Capital Part "A"
Return on premium 222.60 334 20 445 80

I

amount of new eapital 
Part ’A- 
New P A T 1027 17 1201 97 1275 97 1349 77 1535 77 1721 77

(5 Laming Per share 8 77 10 26 10 90 11.53 13 12 14 71
il Profit Earning Capacity 

Value
At 15% Cap Rale 58 47 68 40 72 67 78 87 8746 98 06
At 12% •' ” 73 08 85.50 90 83 96 08 109.33 122 58
At 10% " ” ■ 87 70 102 60 109 00 115.30 131 20 147 10
At 8 % - 109 62 128 25 136 25 144 12 164.00 183.87

! l air Value Based on the 
above PHCV and NAV
At 15% Cap Rate 75 59 80 55 82 69 85 79 90 08 95 38
At 12% “ “ 82 89 . 89 10 91 77 94 39 101.02 107 64
At 10% - ■' 90 20 97 65 100 85 104 00 111 95 119 90
At 8 % •' " 101 16 110 48 114 48 11841 128 35 138 29

I D = C / B G = V / B ■ H = G
—-----------------------------------* 100

Respective Capitalisation rate
I = (D+li)/2
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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 17th 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 Rs 75.00 per share to the existing 

shareholders and ht the premium of Rs 85 00 per equity share to the public, 

aggregating to Rs.4520.00 lacs

3.6.3: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values at 15%, 

12%, 10% and 8% capitalisation rate stood at Rs 292.39, Rs 334.95, Rs 377.50 

and Rs 44132 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 107 39, Rs. 149 95, Rs 192 50 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 

price rigging The company came out with the public issue in the month of October 
^ 1990 and the allotment could have been finalised by January 1991. The pre-issue 6 

^monthly 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 P.E P S and F.D.E P.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 

offered it's equity shares in the range of Rs 187 95 to Rs378 26 minimum and 

maximum fair values respectively, which are worked out based on different 

combinations of E.P S, NAV, PEC V., RO N.W., capitalisation rate, No. of 

equity shares etc

3.6.4: OBSERVA TIONS 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%
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Name of the Company

ANNEXURE 5 -X 
NET ASSET VALUE (NAV)

HOUSING DEVELOPMENT FINANCE CORPORA TION LTD

---------1 Rs
(Lacs) (Lacs)

Total Assets 146427.20 shareholders fund
Deduct all liabilities (1) Equity Capital 1999 52
1 Preference capital ml (2) Free reserves 6498.19
2 Secured & unsecured borrowings 130062 56 Total 8497.71
3 Current liabilities 7866.9'3 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth , 8497 71 Net worth 8497 71

Add -
(I)Fresh capita) Issue at Face Value 2500.00

Total 10997.71
Number of shares including Fresh and bonus issue 45 00
NAV per share 244.39
Calculation of Profit oil fresh capital
1/2 \ Fresh capital x Existing P A.T. / Existing NAV 
1/2 x 2500 00 \ 2472 02 / 8497 71 = 363 63

ANNEXURE 5 -Y
_________________________ PROFIT EARNING CAPACITY VALUE (PECV)

Year_____________________ Profit before tax Profit after tax Dividend declared
1 March 1988 1708 92 1329 92 340 00

‘ 2 March 1989 1720 49 1429 49 280.00
3 March 1990 ________ 3072 022472 02 399 81
Simple Average 2167 14 1743 81

• or 2394 33 ’ 1934 16
Weighted Average

I
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Average profit before tax (on the basis of Weighted Average) 2394 33

Deduct
Provision-; for taxation 460 17
Average profit after tax 1934 16
Deduct Prefeietiee dividend ml
Net profit after tax 1934 16
Add Contribution to profit by fresh issue if anv 363.63
1 otal profit after tax 229J-79
Number of equity share including fresh and bonus issue 45 00
Hunting per share(EPS) 5106
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(i e bv multiplying EPS by 66)

15% 340 40
12% 425 50
10% 510 60
8% 638 25

FAIR VALUE CALCULATION

Sr Cupitalisatio Profit Net Asset Total of Fair Value Remarks
No n Rate Earning

Capacity
Value

Value per 
share

Col. No (3) 
&(4)

Col No (5) 
divided by 

two
1 2 3 4 5 6 7

1 15% 340 40 244 39 534 79 292.39
2 12% 425 50 244 39 669 89 334 95
3 10% 510 60 244 39 754.99 377.50
4 8% 638 25 244 39 882.64 441.32

ANNEXURE 5 -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 1987 147 50 115 00 131 25
2 1988 180 00 140 00 - 160 00
3 1989 345 00 175 00 260 00
4 Apr 90 360 00 337 50 348 75
5 May 90 470 00 • 325 00 397.50
6 Jim 90 440 00 400 00 420.00 415.20 241.61
7 Jul 90 475 00 410 00 442 50
8 Aug 90 475 00 450.00 462 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 — 8 Divided by no. of

6 items 4
=415.20 =241.61
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STATEMENT NO. A-5
(Fig, m Lacs)

Sr Particulars Including New Equip, 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 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 A Number of Equity 

Share at the time of
45 00 45 00 45 00 45 00 45.00 45 00

issue
Add Con of Part 'A' 25 00 25 00 25 00 25 00 25 00 25 00
Debentuie
Con of Part B' 
Debenture

— — — — — —

B Total No of Shares 70 00 70 00 70 00 70 00 70.00 70 00
Net Worth 8497 71 8497 71 8497 71 8497 71 8497 71 8497 71
Add Face Value of the 
total No of new equity
slitu es

2500 00 2500 00 2500 00 2500 00 2500 00 2500 00

- Shares premium of the 
total No of New Equity 
shares

1875'00 1875 00 1875 00

C New Net Worth 10997 71 10997 71 10997.71 12872 71 12872 71 12872 71
D N A V Per Share 157 11 157 11 157 11 183 90 183 90 183 90
1 Profit Alter Tax As per 1934 16 1934 16 1934 16 1934 16 1934 16 1934 16

CCI *
Add Return on New 
Capital

363 63 545 44 727 26 363 63 545 44 727 26

I New P A T 2297 79 2479 60 2661 42 2297 79 2479 60 2661 42
G
11

Earning per share
Profit Earning Capacity

32 82 35 42 38.02 32 82 35.42 38 02

Value
-At 15 % Capitali rate 218 80 236 13 253 47 . 218 80 236 13 253 47
-At 12 % - 273 50 295 17 316 83 273 50 295 17 316 83
-At 10% " 328 20 354.20 380 20 328 20 354 20 380 20
-At 8% " 410 25 442 75 475 25 410 25 442 75 475 25

1 hiirvalue Based on the 
above Pl-.CV and NAV 
-At 15 % Capitali rate 187 95 196.62 205 29 201 35 21001 218 08
-At 12% - 215.20 226 14 236 97 228.70 , 239.53 250 36
-At 10% - 242 65 255 65 268 15 256.05 269 05 282 05
-At 8% " 28.3 68 , 299 93 316.18 297 07 313 32 329.57

J D = C/B G=F/B H = G
__ * IAA i-md-uwo

Respective Capitalisation rate

115



STATEMENT NO. B-5
(Fig mLacs)

Sr Particular* Including New Equity Capital (due to Including New Equity Capital (due to
No Conversion of purl A’ of debenture) at Conversion of part 'A' of debenture) at

its FACE VALUE in the networth and its OFFER PRICE in the networtli and 
if PA 1 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 Equity 45 00 45 00 45 00 45.00 45 00 45 00

Share at the time of
issue
Add Con of Part 'A' 25 00 25 00 25 00 25 00 25 00 25 00
Debentiue
Con of Part B'

B
Debenture
Total No of Shares 70 00 70 00 70 00 70 00 70 00 70 00
Net Worth 8497 71 8497 71 8497 71 8497 7! 8497 71 8497 71
Add Face Value of the 2500 00 2500 00 2500 00 2500.00 2500 00 2500 00

C

total No of new equity 
shares
- Shares premium of the 
total No of New' Equity 
shares
New’ Net Worth 10997 71 10997 71 10997 71

1875 00

12872 7!

1875 00

12872 71

1875 00

12872 71
D Net Asset Value Per 157 11 157 11 157 11 183 90 183 90 183 90

E
Share
Profit Atler Tax As per 1934 16 1934 16 1934 16 1934 16 1934 16 1934 16
CCI
Add Return on New 636 35 954 53 1272 71 ' 636 35 954 53 1272 71

F
Capital
New P.A 1 2570 51 2888 69 3206 87 2570 51 2888 69 3206.87

G Earning per share 36 72 41 28 45 81 36.72 41 28 45 81
H Profit Earning Capacity 

Value
-At 15 % Capita Rate 244 80 275 20 305 40 244 80 275 20 305 40
-At 12% " 306 00 344 00 381 75 306 00 344 00 381 75
-At 10% - 367 20 412 80 458 10 ■ 367 20 412.80 458 10
-At 8% •’ 459 00 516 00 572 62 459 00 - 516.00 572 62

I hurvalue Based on the 
above PKCV and NAV 
-At 15 % Capita Rate 200 95 216 15 231 25 214 35 229 55 244 65
-At 12 % - 231 55 250 55 269 43 244 95 263 95 282.82
-At 10% ’• 262 15 284 95 307 66 275.45 298 35 321 00
-At 8% " 308 05 336 55 364 86 321 45 349 95 378.26

J D = C / B G = F / B H = G
---------------------------------------* 100

Respective Capitalisation rate
I = (D+ H)/2
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3.7: INDUSTRIAL CREDIT AND INVESTMENT CORPORATION OF INDIA

3.7. / ; COMPANY BACKGROUND:

INDUSTRIAL CREDIT AND INVESTMENT CORPORATION OF INDIA was 

incorporated on 5th 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-

1. 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 corporation 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-eum-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 offered to the public

3. 7.3: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%, 

10% and 8% capitalisation rate stood at Rs.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 

pre 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 

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 ifsf 

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 .OBSERVA TIONS 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 offer price fixed by the office of the CGI 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 (NAV)

Name of the Company : IMF. INDUSTRIAL CREDIT & INVESTMENT 
CORPORATION OF INDIA LTD

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

Rs Rs
(Lacs) (Lacs)

1 otal Assets 590172 19 shareholders fund
Deduct all liabilities (1) Equity Capital 9155 97
1 Pieleience capital ml (2) Free reserves 38552 03

Seemed nn.seeuied hoiitnvings 177788 % Total ■17708 00
3 Curient liabilities 64675 23 Deduct contingent ml

liabilities
4 Contingent liabilities nil
Net worth 47708 00 Net worth 47708 00

Add
{I )i resit capital Issue at Face Value 5659 79

Total 53367 79
Number of shares including Fresh and bonus issue 148 16
NAV per share 360 21
Calculation of Profit on fresh capital
1/2 \ Fresh capital \ Existing PAT/ Existing NAV 
1/2 \ 2500 00 \ 2472 02 / 8497 71 = 363 63

ANNEXURE 6 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 March 1988 9265 56 7712 12 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 — — ,
Weighted Average
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Average profit before ta\ (on the basis of Simple Average) 10154 50

Deduel
Provisions lor taxation 171781
Average profit at'ter lax 8436 69
Deduct Preference dividend ml
Net profit after tax 8436 69
Add Contribution to profit b\ fresh issue if am 575 67
1 otal profit alter tax 9012 36
Number of equity share including fresh and bonus issue 148 16
Laming per share(EPS) 60 83
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(i e by multiplying EPS by 66) -

15% 405 53
12% 506 92
10% 608 30
8% 760 37

FAIR VALUE CALCULATION

Sr
No

Capilahsatio 
n Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of Col 
No (3) & (4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 405 53 360 21 765 74 382 87
2 12% 506 92 360 21 867 13 433 56
3 10% 608 30 ' 360 21 968 51 484.25
4 8% 760 37 360 21 1120 58 560.29

ANNEXURE 6 -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 1988 180 00 135 00 157 50
2 1989 235 00 140 00 187 50
3 1990 725 00 200 0!) 462 50
4 Juh 90 21000 21000 2 KMX)
5 Aug 90 230 00 210 00 220 00
6 Sep 90 370 00 250 00 310 00 275 00 270 62
7 Oct 90 390 00 300 00 345 00
8 Nov 90 370 00 230 50 300.00
9 Dec 90 290 00 240 00 265 00

Total of Col No. 6 1650.00 Total of Col. No. 7 & 1082.50
Divided by months — 8 Divided by no. of —

6 items 4
=275.00 =270.62
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STATEMENT NO. A-6
_______________________________ (F'g 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 its OFFER PRICE in the networtli 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

! 2 3 4 5 6 7 8
A Number of Equity 91 56 91 56 91 56 91 56 91 56 91 56

Share at the time of
issue
Add Con of Part ’A" 56 60 56 60 56 60 56 60 56 60 56 60

B
Debenture
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 47708 00 1 47708 00
Add Face Value of the 5660 00 5660 00 5660 00 5660 00 5660 00 5660 00
total No of new equity 
shares
- Shares premium of the 5660 00 5660.00 5660 00

C

total No of New Equity 
shares
New Net Worth 53368 00 53368 00 53368 00 59028 00 59028 00 59028 00

D N A V Per Share 360 21 360 21 360 21 398 40 398 40 398 40
E P A Ta\ As per CC1 8436 69 8436 69 8436 69 8436 69 8436 69 8436 69

Add Return on New 1151 37 1727 05 2302 74 1151 37 1727 05 2302 74

F
Capital
New PAT 9588 06 10163 74 10739 43 9588 06 10163 74 10739 43

G Earning per share 64 71 68 60 72 48 64 71 68 60 72 48
1! Piolit Earning Capacity 

Value
-At 15 % Cap Rate 431 40 457 33 483 20 431 40 457 33 483 20
-At 12% - 539 25 571 67 604 00 539 25 571 67 604 00
-At 10% " 647 10 686 00 724 80 647 10 686 00 724 80
-At 8% 808 87 857 50 906.00 808 87 857 50 906 00

1 1 airvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 395 80 408 77 421 70 414.90 427.86 440,80
-At 12% " " 449 73 465.94 482 10 468 80 485 03 501 20
-At 10% " ” 503 65 523 10 542 50 522 75 542 20 561 60
-At 8% - - 584 54 608 85 633 10 603 63 627.95 652 20

J D = C/R G = F/B H = G
----- * too I^D+m/2

Respective Capitalisation rate
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STATEMENT NO. B-6
_______________________________________________________________ (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 in the networth and its OFFER PRICE m the networth and 
if PAT includes return on new capital if PAT includes return on new capital
A’l 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 Niunber of Equity 91 56 91 56 91 56 91 56 91 56 91 56

Share at the tune of
issue
Add Equitv Issue 56 60 56 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 5660 00 5660 00 5660.00 5660 00
total No of new equitv 
shares
- Shares premium of the 5660 00 5660 00 5660 00

C

total No of New Equity 
shares
New Net Worth 53368 00 53368 00 53368 00 59028 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 CC1 8436 69 8436 69 8436 69 8436 69 8436 69 8436.69

Add Return on New 575.69 863 53 1151 37 575 69 863.53 1151 37

1-
Capital
New P A T 9012 38 9300.22 9588 06 9012 38 9300.22 9588.06

G Faming per share 60 82 62 77 64 71 60 82 62 77 64 71
II Piolll I'.iiniing Capacity 

Value
-At 15 % capita Rate 405 47 41847 431.40 405 47 418 47 431 40
-At 12 % " 506 83 523 08 539 25 506 83 523 08 539 25
-At It) % " 608 20 627 70 647 10 608 20 627 70 647 10
-At 8% - 760 25 784 62 808 87 760 25 784 62 808 87

1 1-anvalue Based on the 
above IT.CV and NAV 
-At 15 % Caplet Rale 382 84 389 34 395 80 ' 401 93 408 43 414 90
-At 12% " 433 52 441 64 449 73 452 61 460 74 468 82
-At 10% " 484 20 493 95 503 65 503 30 513 05 522 75
-At 8% " 560 23 572 41 584 54 579 32 591 51 603 63

J I) = C / 13 G = I- / B 11= G
----------------------------------------MOO I = (D + H)/2

Respective Capitalisation 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 Is1 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 5th November 1985 The main objectives of the company are to 

import, export, indent, trade in ,buy, 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 5 equity shares of the face value of Rs. 10.00 each at a premium of Rs 

30 00 per share on the expiry of 6 months from the date of allotment of the debenture.

3.8.3 : OVER ALL OBSERVA TIONS;

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 Rs6.73 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% capitalisation 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 19 07 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 (NAV)

Name of the Company : JAMNA AUTO INDUSTRIES 
According to the audited balance sheet as at 31st March 1991.

Rs Rs
(Lacs) (Lacs)

1 otul Assets 2043 47 Shareholders fund
Deduct all liabilities (1) Equity Capital 140.46
1 Preference capital ml (2) Free reserves 357.44
2 Secured & unsecured borrowings 1200 03 Total 497 90
3 Current liabilities 345 54 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth 497 90 Net worth 497 90

Add
(1 )Fresh capital Issue at Face Value • Nil

Total 497 90
Number of shares including Fresh and bonus issue 14 07
NAV per share 35 38

ANNEXURE 7 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 March 1989 139 09 116 99 33 43
2 March 1990 152 95 128 95 33 62
3 March 1991 181 93 169 93 35 02
Simple Average 157 99 138 62

or ------- —

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

Deduct
Provisions for taxation 
Average profit after tax 
Deduct Preference dividend 
Net profit after tax
Add Contribution to profit by fresh issue if any 
Total profit after tax
Number of equity share including fresh and bonus issue 
Earning per share(EPS)
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(1 e bv multiplying EPS by 66)

157 .99

19 37
138 62

ml00r*'. 62
nil

138 62
14 07
9 85

15% 65 66
12% 82 08
10% 98 50
8% 123 12

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rale

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&(4)

Fair Value
Col No. (5) 
divided by 

two

Remarks

i 2 3 4 5 6 7
i 15% 65 66 35 38 101 04 50.52
2 12% 82 08 35 38 117.46 58 73
3 10% 98 50. 35 38 133 88 66 94
4 8% 123 12 35 38 158 50 79.25

ANNEXURE 7-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year' Month Highest Lowest Monthly Yearly Average of Average
Market Market Average Average Monthly Market
Pnce Price Average Price

1 2 3 4 5 6 7 8 9
1 1989 60 00 12 00 36 00
2 1990 90 00 50 00 70 00
3 Jim 91 90 00 75 00 82 50
4 July 91 92 00 82 50 87.25
5 Aug 91 110 00 90 00 100 00 96 20 67 40
6 Sep 91 125 00 100 00 112 50
7 Oct 91 125 00 80 00 102 05
8 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 —

6 items 3
= 96.20

oM
DII
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STATEMENT NO U - 7
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORK OUT AS PER 

U.S.A. REPORTING SYSTEM.

(FIG IN LACS)
P.E.P.S.

Number of Equit\ Shares at the time of Time of Issue 14 07
Add Full Conversion  52 65

66 72
Profit After Tax 138 62
Laming Per Share (PEPS) 2 08
Profit Earning Capacity Value

At 15 % Capitalisation 13 87
At 12 % " 17 33
At 10 % “ 20 80
At 8 % " 26 00

Net Worth 497 90
Net Asset Value Per Share 7 46
hur Value

At 15 % Capitalisation Rate 10 66
At 12 % " 12.39
At 10 % “ 1413
At 8 % " 16 73
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STATEMENT NO. A-7

Sr Particulars 
No

Including New Equity Capital (due to 
Conversion of part 'A' of debenture) at 
its FACE VALUE in the networth and

________________ (Fig in Lacs)_____
Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
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 A Number of Equity 

Share at the time of
issue

14 07 14 07 14 07 14 07 14 07 14 07

Add Con of Part 'A' 

Debenture
52 65 52.65 52 65 52 65 52.65 52.65

B 1 otal No of Shares • 6672 66 72 66 72 66 72 66.72 66 72
Net Worth 497 90 497 90 497 90 497 90 497 90 497 90
Add Face Value of the 
total No of new equity 
shares

526 50 526 50 526 50 526 50 526 50 526 50

- Shares premium of the 
total No of New Equity 
shares

1579 50 1579 50 1579 50

C New' Net Worth 1024 40 1024 40 1024 40 2603 90 2603 90 2603 90
D N A V Per Share 15 35 15 35 15 35 39 02 39.02 39 02
H P A Ta\ As per CCI 138 62 138 62 138 62 138 62 138,62 138 62

Add Return on New 
Capital

89 82 134 73 179 64 359 28 538 92 718 56

1 New P A T 228 74 273 35 318 26 497 90 677 54 857.18
G
11

Earning per share
Profit Earning Capacity 
Value

3 42 4 10 4 77 7 46 10 15 12.85

-At 15 % Cap Rale 22 80 27 33 31 80 49 73 67 66 85 67
-At 12% " 28 50 34 17 39 75 62 16 84 58 107 08
-At 10% - 34 20 41 00 47 70 74 60 101 50 128 50

I
-At 8%
Fairvalue Bused on the 
above PECV and NAV

42 75 51 25 59 62 93 25 126 87 160 62

-At 15 % Cap rate 19 07. 21 34 23 57 44 37 53 34 62 34
-At 12% - " 21 92 24 76 27 55 50 59 61 80 73.05
-At 10% “ - 24 77 28 17 31 52 56.81 70 26 83 76
-At 8% " ” 29 05 33 30 37 48 66 13 82 94 99 82

J D = C / U . G = F / B 11= G
----------------- J-----------------------*iqo I = (D + H)/2

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

Si Particulars Excluding the conveitible securities from the total number of paid up equity
No shares and if profit alter 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 A Number of Equity 14 07 14 07 14 07 14 07 14 07 14 07

Share at the time of
issue
Add Con ol Fart 'A'
Debenture
Con of Fart *B' Deb

B 1 otal No of Shares 14 07 14 07 14 07 14 07 14 07 14 07
C Net Worth 497 90 497 90 497 90 497.90 497 90 497 90
D N A V Per Share 35 38 35 38 35 38 35 38 35.38 35 38
h F A T As per CC1 138 62 138 62 138 62 138 62 138 62 138 62

Add Return on New 89 82 134 73 179 64 89 82 134 73 179 64
Capital Fart A
Return on Premium 269 46 404 19 538 92

1

Amount of new Capital 
Part A
New P A 1 228 74 273 35 31826 497 90 677 54 857 18

G Earning per share 16 25 19 42 22 62 35 38 48 15 60 92
II Piolit faming Capacity 

Value
-At 15 % Cap rate 108 33 129 47 150 80 235 87 321 00 406 13
-At 12% ” " 135 41 161 83 188 50 294 83 401 25 507 67
-At 10 % " " 162 50 194 20 226 20 353.80 481 50 609 20
-At 8% - “ 203 12 242 75 282 75 442 25 601.87 761 50

1 fan value Based on (he 
above PI .CV and NAV 
-At 15 % Cap rate 71 85 82 42 93 09 135 62 178 19 220 75
-At 12% " - 85 39 98 60 111 94 165 10 21831 271 52
-At 10% ’• " 98 94 114 79 130 79 194 59 258 44 322 29
-At 8% - - 119 25 139 07 159 06 238 81 318 62 398 44

1 D = C / B G = 1- / B H = —-
G

Respective Capitalisation rate
100 I = (D + H) / 2
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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 22nd 

December 1964 at Bombay and became a deemed public limited company on 27th 

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 if s modernisation plan

3.9.2: ISSUE HIGHLIGHTS:
The company came out with Right-cum-Pubiic issue of 18,22,942, 14.00% secured J v>v 

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 to 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: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fair values of equity 

share were Rs27 07, Rs 29.41, Rs 31.75 and Rs35 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 10 29% 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, Rs9 18 and Rs4 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'.the allotment could have been finalised by May 1991 The pre-issue 6 

monthly market prices were in the range of Rs 37 00 to Rs.44.00. Right from the 

JVay 1991 !0 February 1992, the market price of the company’s share was in the 

tinge op As 51.25 ro Rs.87 50 The post issue yearly high and low market prices 

also revea1, tiiat the ctmpany or it's promoters had not resorted to price rigging.

According to ,he calcun.ions shown in statement No U-8, the PEPS stood at Rs! 

0.58 Acco dhgiy, the coi nany 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 o.'Rs 12.60 to Rs 220 95 being minimum and maximum fairvalues 

respectively which an. worked out based on different combinations of E P S , 'N A.V , 

PECV, RON W., capita'isation rate, No of equity shares etc

3.9.4 : OBSERVATION OF HYPOTHESIS:

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

conservative for this company

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

method
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It is 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 ^ 

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 (NAV)

Name of She Company : KHATAU JUNKAR LIMITED 
According to the audited balance sheet as at 31st March 1990.

R.s Rs
(Lacs) (Lacs)

Total Assets 1347 92 shareholders fund
Deduct all liabilities (1) Equity Capital 95 61
1 Preference capital ml (2) Free reserves 242 98
2 Secured & unsecured borrowings 66 47 Total 338.59
3 Current liabilities 942 86 Deduct contingent

liabilities
nil

4 Contingent liabilities ml
Net worth 338 59 Net worth 338 59

Add
(1 )1 resh capital Issue at Face Value

•
Nil ,

Total 338 59 :
Number of shares including Fresh and bonus issue 9 56
NAV per share 35 41

ANNEXURE 8 -V
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 December 1985 23 63 23 63 7 13
2 December 1986 12 59 12 59 —

3 December 1987 0 22 0 17 —

4 March 1989 24 19 20 37 14 34
5 March 199(1 98 12 77 62 23 90
Simple Average 31 75 26 87

or —

Weighted A usage
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31 75Average pi oil t before tax (on the basis of Simple Average)
Deduct
Provisions for taxation ' ,4 88
Average profit alter tax 26 87
IXxIuct Preference dividend ml
Net profit alter tax 26 87
Add Contribution to profit b\ fresh issue if anv nil
Total profit alter tax ' 26 87
Number ol equity share including fresh and bonus issue 9 56
F.ammg per share(EPS) 2 81
Profit Harning Capacity Value (PEC V) at 15 % capitalisation rate 
(i e b\ multiplying EPS bv 66)

15% 18 73
12% 23 42
10% 28 10
8% 35 12

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&(4)

Fair Value 
Col No. (5) 

divided by 
two

Remarks

1 2 3 4 5 6 7
1 15% 18 73 35 41 54 14 27 07
2 12 % 23 42 35 41 58 83 29 41
3 10% 28 10 35 41 63 51 31 75
4 8% 35 12 35 41 70 53 35 26

ANNEXURE 8 - Z
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 Pnce

I 2 3 ' 4 5 6 7 8 9
1 1988 43 00 9 00 26 00
2 1989 70 00 20 00 45 00
3 1990 130 00 51 25 90 62
4 Jul 90 40 00 37 00 38 50
5 Aug 90 40 00 38 00 39 00
6 Sep 90 48 00 40 00 44 00 41 50 50 78
7 Oct 90 48 00 40 00 44.00
8 Nov 90 43 00 41 00 42 00
9 Dec 90 43 00 40 00 41 50

Total of Col . No. 6 249. 00 Total of Col. No. 7 & 203.12Divided by months 8 Divided by no. of
6 items 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.

(FIG IN LACS)
P.E.P.S.

Number of l .quiU Shares at the lime of Time of Issue 9 56
Add Full Conversion ______ 36.45

46 01
Profit Alter Tax 26 87
Laming Per Share (PEPS) 0 58
Profit Earning Capacity Value

A't 15 % Capitalisation 3 86
At 12 % ” 4 83
At 10 % " 5 80
At 8 % " 7 25

Net Worth 338 59
Net Asset Value Per Share 7 36
1 air Value

At 15 % Capitalisation Rate 5 61
At 12 % ” 6 09
At It) % " 6.58
At 8 % ■’ 7 30
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STATEMENT NO. A-8
I(Fig in Lacs)

Si 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 
if PAT includes return on new capital if PAT includes return on new capital 
A’l A’l

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 

Share at the time of 
issue

9.56 9 56 9 56 9 56 9 56 9 56

Add Con of Part 'A' 
Debenture

36 46 36 46 36.46 _ 36.46 36 46 36 46

B Total No of Shares 46 02 46 02 46 02 46 02 46 02 46 02
Net Worth 338 59 338 59 338 59 338 59 338 59 338 59
Add Face Value of the 
total No of new equit\ 
shines

364 60 364 60 364 60 364.60 364 60 364 60

- Shares premium of the 
total No of New Equity 
shares

875 00 875 00 875 00

C New' Net Worth 703 19 703 19 703 19 703 19 703 19 703 19
1) N A V Per Share 15 28 15 28 15 28 34 29 34.29 34 29
i: P A 'laxAsperCCl 26 87 26 87 26 87 26 87 26 87 26 87

Add Return on New 
Capital

41 78 62 67 83 56 142 05 213 08 284 11

i New P A T 68 85 89 54 110 43 168 92 239 95 310 98
G
11

Earning per share
Profit Earning Capacitv 
Value

1 49 1 94 2 40 3 67 5.21 6 75

-At 15% Cap Rate 9 93 12 93 16 00 ■ 24 47 34 73 45 00
-At 12% - 1241 ' 16 16 20 00 30 58 43 41 56 25
-At 10% ” 14 90 19 40 24 00 36 70 52 10 67.50

i
-At 8%
1-airvalue Based on the 
above I’K'V ami NAV

18 62 24 25 30 00 45 87 65 12 84 37

-At 15 % Cap rate 12 60 14 10 15 64 29 38 34 51 39 64
-At 12% “ " 13 84 15 72 17 64 32 43 38.85 45.27
-At 10% " - 15 09 17 34 19 64 35 49 43.19 50.89
-At 8% " - 16 95 19 76 22 82 40.08 49 70 59 33

J D = C/B G = I/B 11= G
----------------------------------------- * 100 - I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. C - 8
_(Fig in Lucs)
Si Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit alter 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 A Number of Equity 9 56 9 56 9 56 9 56 9 56 9 56

Share at the tune of
issue
Add Con of Pari 'A'
Debenture
Con of Fart ‘B' Deb

B I otal No of Shares 9 56 9 56 9 56 9 56 9 56 9 56
C Net Worth 338 59 338 59 338 59 338 59 338 59 338 59
d N A V Per Share 35 41 35 41 35 41 35 41 35 41 35 41
i; PA 1 As per CCI 26 87 26.87 26 87 26 87 26 87 26 87

Add Return on New 41 78 62 67 83 56 41 78 62 67 83 56
Capital Fait A
Return on Premium - 100 27 150.41 200 55

i

Amount of new Capital
Part A
New P A 1 68 65 89 54 110 43 168 92 239 95 310 98

G Earning per share 7 18 9 36 11 55 17 66 25 09 32 52
ii Profit Faming Capautv 

Value
-At 15 % Cap rate 47 86 62 40 77 00 117 73 167 26 216 80
-At 12% " " 59 83 78 00 96 25 147 16 209 08 217 00
-At 10% - ” 71.80 93 60 115 50 176 60 250 90 325 20
-At 8% - ” 89 75 117 00 144 37 220 75 313 62 406 50
1 hurvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rale 41 63 48 90 56 20 76 57 101 33 126 10
-At 12% “ - 47 62 56 70 65 83 91 28 122.24 153 20
-At 10% " - 53 60 64 50 75 45 106 00 143 15 180 30
-At 8% " ” 62 58 76 20 89 89 128 08 174 51 220.95

.1 D = C / B G = F / B H - -------
G

— * 100 I = (D + H) / 2
Respective Capitalisation rate
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3.10 : LLOYDS STEEL INDUSTRIES LIMITED

3.10.1: COMPANY BACKGROUND:

LLOYDS STEEL INDUSTRIES LIMITED was incorporated as a private limited 

company on 27th April 1970 and converted in to a public limited company on 3rd 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 part-I 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 the date of allotment. The 

part-I I of Rs. 175 00 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

14 0



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, i e, 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 overpriced 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 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.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 P.E.P.S, and 

F D E.P S. stood at Rs 1.29 and Rs 0 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 PEPS calculations, While on the basis 

of F D E P S , the company has to issue it’s share at discount. ;

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 Rs464 15 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

EPS, PECV, N.A V , capitalisation rate, R.O.N.W., no.of equity shares etc.

3.10.4: OBSERVA TIONS 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.
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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 CCI 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 SI LIT, INDUS I'lUKS LID 
According to the audited balance sheet as at 31st March 1990.

Rs Rs
{I acs) (Lacs)

1 otal Assets 7338 70 shareholders fund
Deduct all liabilities (1) Equity Capital 506 25
1 Preference capital ml (2) Free reserves 736 75
2 Secured & unsecured borrowings 1374 37 Total : 1243 00
3 Current liabilities

4 Contingent liabilities

4721 33

ml

Deduct contingent
liabilities

ml

Net worth 1243 00 Net worth 1243 00

Add
( I thresh capital Issue at Face Value Nil

'lotal 1243 00
Number of shares including Fresh and bonus issue 50 62
NAV per share 24 55

ANNEXURE 9-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 Match 1488
2 March 1989
3 March 1990 
Simple Average

or
Weighted Aveiage

127 87 
321 46 ! 
437 03

85 87 
241 46 
365 03

295 45 230 79

346 98 277 31

74 25 
84 37 

126 56

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

346 98

Piousioiis for taxation 69 67
Average profit alter tax 277 31
1 Deduct 1 ’reference dmdend ml
Net profit after tux 277 31
Add Contribution to profit by fresh issue if am ml
lotal profit after tax 277 31
Number of equity share including fresh and bonus issue 50 62
Laming per share(LPS)
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate

5 48

(ic b\ multiplying EPS bv 66)
15% 36 53
12% 45 67
10% 51 80
8% 68 50

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of 
Col No (3) 

&(4)

Fair Value
Col No (5) 
divided by 

tyvo

Remarks

1 2 3 4 5 6 7
1 15 % 36 53 24 55 61 08 30 54
2 12% 45 67 24 55 70 22 35 11
3 10% 51 80 24 55 76 34 38 17
4 8% 68 50 24 55 93 04 46 52
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ANNEXURE 9-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Your Month I Ilghest Lowest Monthh Yearly Average of Average
Market Market Average Average Monthly Market

1 Price Pi ice Average Price
1 2 3 4 5 6 7 8 9

1 1988 46 00 17 00 31 50
2 1989 125 00 38 00 81 50

! 990 100 00 51 00 75 50
4 March 90 43 00 36 00 39 50
5 April 90 44 00 38 00 41 00
0 Mav 90 41 00 37 00 39 00 39 50 57 00
7 June 90 39 00 37 00 38 0(5
8 Juh 90 41 00 38 00 39 50
9 Aug 90 43 00 37 00 40 00

Total of Col No. ,6 237.00 Total of Col. NO. 7 & 228.00
Divided by months 8 Divided by no. of

6 items 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 IN LACS)

P.E.P.S. F.D.E.P.S,
Number of iquitv Shares at the time of l ime of Issue 50 62 50 62
Add Part A’ Conversion 164 59 164 59

Part B' Conversion 164 59
215 21 ' 379 80

Profit After Iu\ 277 31 277 31
1.anting Per Share t PEPS) 1 29
Laming Per Share (FDLPSj 0 73
Pi oil11 .anting C.ipacitv Value

At 15 % Capitalisation 8 60 4 87
At 12 % “ 10 75 6 08
At 10 % 12 90 7 30
At 8 % " 16 12 9 12

Net Worth 1243 00 1243 00
Net Asset Value Per Share 5 78 3 27
1 air Value

At 15 % Capitalisation Rate 7 19 4 07
At 12 % - 8 26 4 67
At 10 % " 9 34 5 29
At 8 % " 10 95 6 19
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STATEMENT NO. A -9
(Fig in Lacs)

Sr
No

Particulars Including New' Equity Capital (due to 
Conversion of part A’ of debenture) at 
its FACE VALUE in the networth and 
if PA T includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 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
issue
Add Con of Part 'A' 164.59 164 59 164 59 164 59 164 59 164.59

B
Debenture
Total No of Shares 21521 21521 , 215.21 21521 21521 21521
Net Worth 1243 00 1243 00 1243 00 1243.00 1243 00 1243 00
Add Face Value of the 1645 92 1645 92 1645 92 1645.92 1645 92 1645 92
total No of new equity 
shares
- Shares premium of the 4114.83 4114 83 4114 83

C

total No.ol" New' Equity 
shares
New Net Worth 2888 92 2888 92 2888 92 7003 75 7003.75 7003 75

D N A V Per Share 13.42 13 42 13 42 32 54 32 54 32 54
E P A Tax As per CC1 277 31 277 31 277 31 277.31 277 31 277 31

Add Return on New 241 62 362 10 483 24 845 70 1268 51 1694.40

r
Capital
New PAT 518 13 639 41 760 55 1123.01 1545 82 1968 71

G Earning per share 2 40 2 97 3 54 5 21 718 9 14
II ljrolit Laming Capacity 

Value
-At 15 % Cap Rate 16 00 19 80 23.60 34 73 47 87 60 93
-At 12% " 20 00 24 75 29 50 43 41 59.83 76.17
-At 10 % " 24 00 29 70 35.40 52 10 71 80 91 40
-At 8% 30 00 37 12 44 25 65.12 89 75 114 25

I 1-airvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 14 71 16 61 1851 33 61 40 20 46 73
-At 12% “ - 1671 10 08 21 46 37 97 46 18 54.35
-At 10% " - 18.71 21 56 24 41 42 32 52.17 61 97
-At 8% " - 21 71 25 27 28 83 48 83 61.14 73.39

J D = C/B G = F/ B ft = G
............-................... - — * 100

Respective Capitalisation rate
I = (D+H)/2
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STATEMENT NO. B-9
(Fig m Lacs)

Sr Puitiutlais 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 net worth and its OFFER PRICE in the networth and
if PA 1 includes return on new capital if PAT includes return on new capital
AT A'l

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

1 2 3 4 5 6 7 8
A A Number of Equity 

Share at the lime of
issue

50 62 50 62 50 62 50 62 50.62 50 62

Add Con of Part "A 
Debentuie

164 59 164 59 164 59 164 59 164 59 164 59

Con of Part B' Deb 164 59 164 59 164 59 164 59 164 59 164 59
B lotal No of Shares 379 80 379 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 
total No of new equity 
shaies

3291 80 3291 80 3291 80 3291 80 , 3291.80 3291 80

- Shares piennuni of the 
total No of New Equity 
shares

8229 70 8229 70 8229 70

C New Net Worth 4534 80 4534 80 4534 80 12764 50 12764 50 12764 50
I.) N. A V Per Share 11 94 11 94 11 94 33 56 33 56 33 56
1. P A. 1 u\ As per CC1 277 31 277 31 277 31 277 31 277 31 277 31

Add Return on New' 
Capital

483 24 724 20 966 48 1691 40 2537 02 3382 80

I- New PA I 760 55 1001 51 1243 79 1698 71 2814 33 3660 11
G
11

hunting per share 
. Piolit Earning Capacity 

Value

2 00 2 64 3 27 4 47 741 9 63

-At 15% Cap Rate 13 33 17 60 21 80 29 80 49 40 64 20
-At 12 % " 16 67 22 00 27 25 37 25 61 75 80 25
-At 10% - 20 00 26 40 32 70 44 70 74 10 96 30

1
-At 8%
i ainalue Based on the 
above PHCV and NAV

25 00 33 00 40 87 55 87 92 62 120 37

-At 15 % Cap rate 12 63 14 77 16 87 33 68 41 48 48 88
-At 12 % " *• 14 30 16 97 19 59 35 40 47 65 56 90
-At 10% - -• 15 97 19 17 22 32 39 13 53 83 64 93
-At 8% - ” 1847 22 47 26 40 44 71 63 09 76 96

J 1) = C / 13 G = F / B 1-1= G
----------------------------------- -------* 100 I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. C - 9
(Fig m Lacs)

Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit aller 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 A Number of F.quits 

Share at the lime of
issue

50 62 50 62 50 62 50 62 50 62 50 62

Add Con of Part 'A" 
Debenture

— — — — — —

Con of Part 'If Deb — — — — — —

B Total No of Shares 50 62 50 62 50 62 50 62 50 62 50 62
C Net Worth 1243 00 124 3 00 1243 00 1243 00 1243 00 1243 00
D v N A V Per Share 24 55 24 55 24 55 24 55 24 55 24 55
)•: P A r As per CCI 277 31 - 277 31 277 31 277 31 277 31 277 31

Add Return on New 
Capital Pail A

241 62 362 It) 483 24 241 62 362 10 483 24

Return on Premium 
Amount of new Capital 
Part A

-
604 08 906 41 1208 16

l New P A T 518 13 639 41 760 55 1123 01 1545 82 1968 71
G
11

1 laming per share
Profit Earning CapaciU 
Value

10 23 12 63 15 02 22 18 30 53 38 89

-At 15 % Cap rate 68 20 84 20 100 13 147 87 203 53 259 26
-At 12% - - 85 25 105 25 125 16 184 83 254 41 324 08
-At 10% " - 102 30 126 30 150 20 221 80 305 30 388 90
-At 8% ’• -
1 hnrvalue Based on the 
above PI r Vand NAV

127 87 157 87 187 75 277 25 381 62 486 12

-At 15 % Cap rate 46 37 54 37 62 34 86 21 114 04 141 90
-A! 12% - - 54 90 • 64 90 74 85 104 69 139 48 174 31
-At 10% - - 63 42 75 42 87 37 123 17 164 92 206 72
-At 8% " " 76 21 91 21 106 15 150 90 203 08 255 33

G
.1 D = C/B G = F/B H = -----------------------------------------*100 I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. D - 9
__________________________(I'tg in Lacs)
Sr Particulars Excluding the convertible securities from the total number of paid up equity
No shares and if profit alter 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 A Number of Equity 

■Share at the lime of
issue

50 62 50 62 50 62 50 62 50 62 50 62

Add Con of Part ‘A’ 
Debenture

— — — —

Con of Part B' Deb — — — — — —

. B Total No of Shares 50 62 50 62 50 62 50 62 50 62 50.62
C Net Worth 1243.00 1243 00 1243 00 1243 00 1243.00 1243.00
D N A V Per Share 24 55 24 55 24 55 24 55 24.55 24.55
K P A T AsperCCI 277.3! 277 31 277 31 277 3! 277 31 277 31

Add- Return on New 
Capital Part A

483 24 724 20 966 48 1208 16 1812 82 2416 32

Return on Premium 
Amount of new Capital 
Part A

1691 40 2537 02 3382 80

F- New P A T 760.55 1001 51 1243 79 1968 71 2814.33 3660 11
G
1!

Earning per share
Profit Earning Capacity 
Value

15 02 19 78 24 57 38 89 55 59 72 30

-At 15 % Cap rate 100 13 131 87 163 80 259 26 370 60 482 00
-At 12 % ” " 125 16 164 83 204 57 324 08 463 25 602 50
-At 10% - - 150 02 197 80 245 70 388 90 555 90 723 00
-At 8% - -
! hurvalue Based on the 
above Pl-.CV and NAV

187 75 247.25 307 12 486 12 694 87 903 75

-At 15 % Cap rate 62 34 78.21 94.17 141 90 197 57 253 27
-At 12 % - - 74 85 94 69 114 56 174.31 243 90 313 52
-At 10% - - 87 28 HI 17 135 12 206 72 290.22 373.77
-At 8 % - - 106 15 135 90 165 83 255.33 359 71 464 15

G
J D = C / B G = F/B H =----------------------------------------- *100 I = (D + H)/2

Respective Capitalisation 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 5th 

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-eum-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 Rs 30.00 per equity share on 

expiry of 6 months from the date of allotment Similarly, 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.

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 duringjthe year 1992. 

Similarly during the year 1993, the investors could have realised return 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 NoU-10,the PEP.S. and 

F.DEPS stood at Rs.4 15 and Rs3.02 respectively Accordingly, the company 

could have charged premium of Rs. 10.74, Rs 14.20, Rs.T7.66 and Rs.22.84 per share
i

at the capitalisation rate of 15%, 12%, 10% and 8% on the basis ofPE.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 Rs 20 18 to Rs. 131 44 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

E P S., PECV, N.A.V , 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
, ’’ t

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

of the CC1 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 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 (NAV)

Name of the Company : MAX INDIA LIMITED 
According to the audited balance sheet as at 31st March 1990.

Rs Rs
(Lacs) (Lacs)

Total Assets 3420 02 shareholders fund
Deduct all liabilities (1) Equity Capital 278.75
1 Preference capital ml (2) Free reserves 338.06
2 Secured & unsecured bonowings 515 25 Total 616.81
3 Current liabilities 2287 96 Deduct contingent nil

liabilities
4 Contingent liabilities ml
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 issue 27 87
NAV per share 22 13

ANNEXURE 10-Y
PROFIT EARNING CAPACITY VALUE (PECV)

YearProfit before tax Profit after tax Dividend declared
1 March 1987 120.10 101 10 36.00
2 March 1988 165 26 139 26 55 75
3 March 1990 ________ 288 68244,68 83 63
Simple Average _________191 35161 68

or
Weighted Average 219 44 185 61

Average profit before tax (on the basis of Weighted Average) 219 44
Deduct
Provisions for taxation ' 33.83
Average profit after lax 185 61
Deduct. Preference dividend nil
Net profit after tax 185.61
Add Contribution to profit by fresh issue if any nil
Total profit after tax 185 61
Number of equity share including fresh and bonus issue 27 87
Earning per share(EPS) 6.66
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(i e by multiplying EPS by 66)

15% 44 40
12% 55 50
10% 66 60
8% 83 25

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&{4)

Fair Value
Col No (5) 
divided by 

two

Remarks

I 2 3 4 5 6 7
1 15% 44 40 22 13 66 53 33 26

' 2 12% 55 50 22 13 77 63 38 81
3 10% 66 60 22 13 88 73 44.36
4 8% 83 25 22 13 105 36 52 69
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ANNEXURE 10-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 1988 58 00 30 00 44 00
2 1989 94 00 53 00 73 50
3 1990 105.00 65 00 85 00
4 Julv 90 72 00 67.00 69 50 '
5 Aug 90 80 00 65 00 72 50
6 Sept 90 100 00 70 00 85 00 77.75 70.06
7 Oct 90 105 00 70 00 87.50
8 Nov 90 87.00 72 00 79 50
9 Dec 90 80 00 65 00 72 50

Total of Col . No. 6 466.50 Total of Col. No. 7 & 280.25
Divided by months — 8 Divided by no. of —

6 items 4
= 77.75 = 70.06

STATEMENT NO. 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.E.P.S.

Number of Equity Shares at the time of rune oflssue 27 88 27 88
Add Part 'A’ Conversion 16 76 16 76

Part 'B' Conversion 16 76
44 64 61 40

Profit After Ta\ 185 61 ‘ 185 61
Earning Per Share (PEPS) • 4 15
Earning Per Share (FDEPS) 3.02
Profit Earning Capacilj Value

At 15 % Capitalisation 27 67 20 13
At 12 % “ 34 58 25.16
At 10 % “ 41 50 30 20
At 8 % - 51 87 37 75

Net Worth 616 81 616 81
Net Asset Value Per Share 13 82 10.05
hair Value

At 15 % Capitalisation Rate 20 74 15 09
At 12 % " 24 20 17.60
At 10 % " 27 66 20 12
At 8 % • 32 84 23 90
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STATEMENT NO. A-10
(Fig, in Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part ‘A’ of debenture) at 
its FACE VALUE m the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

! ' 2 3 4 5 6 7 8
A A Number of Equity 27 88 27 88 27 88 27 88 27 88 27 88

Share at the tune of
issue
Add . Con. of Part ‘A’ 16 76 16.76 16 76 16 76 16 76 16 76

B
Debenture
Total No of Shares 44 64 44 64 44 64 44 64 44.64 44.64
Net Worth 61681 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 No of new equity 
shares
- Shares premium of the 502 80 502 80 502.80

C

total No of New Equity 
shares
New Net Worth 784 41 784 41 784 41 1287 21 128721 1287.21

D , N. A V Per Share 17 57 17 57 17 57 28.83 28 83 28 83
E P A Tax As per CCI 185.61 185 61 185 61 185.61 185.61 185 61

Add Return on New 21 96 32 93 43 92 87.82 131.73 175 71

F
Capital
New PAT 207 57 218 54 229 23 273 43 317 34 361 32

G Earning per share 4 65 4 89 5 13 6 12 7.12 8.09
n Profit Earning Capacity 

Value
-At 15% Cap Rate 31 00 32.60 34 20 , 40 80 47.33 53 93
-At 12 % “ 38 75 40 75 42 75 51 00 59.16 67 41
-At 10 % - 46 50 48 90 51.30 61 20 71.00 80 90
-At 8% 58 12 61 12 ■ 64 12 76.50 88.75 101 12

i Fairvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 24 28 25 08 25 88 34.81 32 57 41.38
-At 12% - " 28 16 29 16 30 16 39 91 43.99 48.12
-At 10% - “ 32 03 33 23 34 43 45 01 49 91 54 86
-At 8% " " 37 84 39 34 40 84 52 66 58 79 64.97

J D = C/B 0 = F/B H = O
- * 100 i = m + hi n

Respective Capitalisation rate
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STATEMENT NO. B-10
(Fig in Lacs)

Sr
No

Partieulms Including New Equity Capital (due to 
Conversion of part ’A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return oil new capital 
AT

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A A Number of Equity 

Share at the time of
issue

27 88 27 88 27 88 27 88 27 88 27 88

Add Con of Part A’ 
Debenture

16 76 16 76 16 76 16 76 16 76 16 76

Con of Part 'R’ Deb 16 76 16 76 16 76 16 76 16 76 16 76
B I otal No of Shares 61 40 61 40 61 40 61 40 61,40 61 40

Net Worth 616 81 616 81 61681 616 81 61681 61681
Add Face Value of the 
total No of new equity 
shares

335 20 335 20 335 20 335 20 335 20 335.20

- Shares premium of the 
total No of New Equity 
shares

1005 60 1005 60 1005 60

C New Net Worth 952 01 952 01 952 01 1957 61 1957 61 1957.61
D N A V Per Share 15 50 15 50 15 50 31.88 31 88 31 88
!•: P A TaxAsperCCI 185 61 185 61 185 61 185 6! 185 61 185 61

Add Return on New 
Capital

43.91 65 86 87.86 175 64 262 46 351 42

F NewPAT 229 52 251 47 273 47 361 25 44907 537.03
G
11

Earning per share
Profit Earning Capacity 
Value

3 73 4 09 4 45 5 88 731 8 74

-At 15 % Cap Rate 24 86 27.27 29 67 39 20 48 73 58 26
-At 12% “ 31 08 34 08 37.08 49 00 60.91 72 83
-At 10% - 37 30 40 90 . 44 50 58 88 73 10 8740

1
-At 8%
l airvalue Based on the 
above PECV and NAV

46 62 51 12 55 62 73 50 91 37 109 25

-At 15 % Cap rate 20 18 21 38 22 58 35 54 40 30 45 07
-At !2 % " " 23 29 24 79 26 29. 40 44 46 39 52 35
-At 10% " " 2640 28 20 30 00 45 38 52 46 59 64
-At 8% " ” 31 06 33 31 35 56 52 69 61 62 70 56

J D = C/B G = F/B !!= G
-------------------------------- *100 I=(D + Ii)/2
Respective Capitalisation rate
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STATEMENT NO. C-10
- —------- —_____________________________________________________  (Fig in 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 v 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 

Share at the tune of
issue

27 88 27 88 27 88 27 88 27.88 27.88

Add Con of Part 'A' 
Debenture

— — — — — —

Con of Part 'B' Deb. — — — — — —

B Total No of Shares 27.88 27.88 27 88 27 88 27 88 27 88
C Net Worth 61681 61681 616 81 61681 616.81 616.81
D N A V Per Share 22 13 22 13 22 13 22.13 22 13 22.13
E PATAs per CC! 185 61 185 61 185.61 185.61 185.61 185.61

Add Return on New 
Capital Part A

21 96 32.93 43 92 21 96 32 93 43 92

Return on Premium 
Amount of new Capital 
Part A

65.88 98.80 131 76

F New P A T 207 57 218 54 229 23 273 45 317 34 361.29
G
11

Faming per share
Piolit Fuming t'apuuls 
Value

744 7 83 8 22 9 80 11 38 12.95

-At 15 % Cap rate 49 60 52 20 54 80 65 33 75 87 86 33
-At 12 % “ “ 62.00 65 25 68 50 81 67 94.83 107.91
-At 10% - " 74 40 78 30 82 20 98 00 113.80 129.50
-At 8% • -
1 Fairvalue Based on the 
above PECV and NAV

93 00 97 87 102 75 122 50 142 25 161 87

-At 15 % Cap rate 35 86 37 16 38 46 43 73 1 49 00 54 23
-At 12% • - 42 06 43 69 45 31 51 90 58 48 65.02
-At 10% " - 48 26 50 21 52.16 60 06 67 96 75.81
-At 8% - “ 57 56 60 00 62.44 72 31 82 19 92 00

G
J D = C/B G = F/B H =----------------------------------------- *100- I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO.D -10
(Fig in 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

1 2 3 4 5 6 7 8
A A Number of Equity 27 88 27 88 27 88 27 88 27 88 27.88

Share at the time of
issue
Add- Con of Part *A‘
Debenture
Con of Part -B’ Deb

B Total No.of Shares 27 88 27 88 27 88 27 88 27.88 27.88
C Net' Worth 61681 616 81 616 81 616 81 ■ 616 81 616.81
D N A V Per Share 22 13 22 13 22 13 22 13 22 13 22.13
K P A T AsperCCI 185.61 18561 185 61 185 61 185 61 185 61

Add Return on New 43 92 65 86 87 84 43 92 65 86 87 84
Capital Part A
Return on Premium 131 76 197.60 263.58

F

Amount of new Capital 
Part A
New P A.T 229.52 251.47 273 45 361.29 449 07 537.03

G Earning per share 8 23 9 02 9 80 12.95 16.10 19 26
11 Profit Earning Capacity 

Value
-At 15 % Cap rate 54.86 60 13 65,33 86.33 107 33 128.40
-At 12% “ “ 68 58 75.16 81 67 107 91 134.16 160 50
-At 10% " 82.30 90 20 98 00 129 50 161 00 192.60
-At 8% - " 102 87 112 75 122 50 161 87 201.25 240.75
1 Fairvalue Based on the 
above PECV and NAV 
-At 15 % Cap rate 38 49 41 13 43 73 54 23 64 73 75.26
-At 12% - “ 45 35 48 64 51.90 65 02 78 14 91 31
-At 10% - “ 52 21 56 16 ' 60 06 75 81 91 56 107 36
-At 8% “ " 62.50 67 44 72.31 92.00 111.69 131 44

G
J D = C/B G = F/B 11= ----------------------------------------- *100 I=(D + H)/2

, Respective Capitalisation rate
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3.12: MODERN WOLLENS LIMITED

3.12.1: COMPANY BACKGROUND:

MODERN WOLLENS LIMITED was incorporated on 13th August 1976 in the 

name of Modem Wollens Private Limited and converted in to public limited company 

on 14th March 1986 pursuant to the special resolution passed on March 3rd 1986. The 

company has two subsidiaries, namely, Suneel Textiles Mills Limited and Modem 

Wollen Carpets Limited. The main objectives of the company are to manufacture, 

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 V
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 

112.02% of the fairvalue, i.e., it was overpriced. The offer price as percentage of pre

issue average market price was 68.89%. It seems that, there is breach of the CCI 

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 overpriced at 15% capitalisation rate and underpriced at 10% 

and 8% capitalisation rate meaning thereby that the company has collected excess 

amount by Rs 12.88 and less amount by Rs. 11.32 and Rs.29.40 per F.C.D. 

respectively.

A close look at the market price before and after the issue, throw lighi 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 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-ll, the P.E.P.S. and
*

FDEP.S stood at Rs.1.88 and Rs.1.27 respectively. Accordingly, the company 

could have charged premium of Rs.3.94, Rs.5.51, Rs.7,07 and Rs.9.42 per share 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, calculations, the company could have 

charged premium of Rs.l 53 and Rs.3 12 at 10% and 8% capitalisation rate 

respectively.

The statement No A-11 to D-ll shows that the company could have offered it’s 

equity share in the range of Rs.l4 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.P S., PECV, N.A V., 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.
i i

■ ' i
' ’ *

It is also found that the offer price fixed by the office of the C.C.I. .was 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
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ANNEXURE 11 -X 
NET ASSET VALUE (NAV)

Name of the Company : MODERN WOOLENS LIMITED 
According to the audited balance sheet as at 30th Sept. 1991.

Total Assets

Rs 
(Lacs) 

7447 04 shareholders fund

Rs
(Lacs)

Deduct all liabilities (1) Equity Capital 1196.12
1 Preference capital 125 00 (2) Free reserves 2550 41
2 Secured & unsecured borrowings 2808 97 Total 3524 52
3 Current liabilities 988 55 Deduct contingent ml

4 Contingent liabilities ml
liabilities

•
Net worth 3524 52 Net worth 3524 52

Add
(1 )Fresh capital Issue at Face Value

Total
Number of shares including Fresh and bonus issue

Nil 
3524 52

119 61
NAV per share 29 46

ANNEXURE 11 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 Sept 1989 227 48 227 48 47 07
2 Sept 1990 284 96 284 96 74,50
3 Sept 1991 606 70 606 70 185 00
Simple Aveiago

or
Weighted Average 436 25 436 25

Average profit before tax (on the basts of Weighted Average) 
Deduct
Provisions for taxation 
Average profit after tax 
Deduct Preference dividend 
Net profit after tax
Add Contribution to profit by fresh issue if any 
Total profit after tax
Number of equity share including fresh and bonus issue 
Earning per share(EPS)
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(l e by multiplying EPS by 66)

436 25

ml 
436.25 

3.69 
432.56 

nil 
432 56 
11961 

3 62

15% 24 11
12% 30 17
10% 36 20
8% 45 25

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 24.11 29 46 53 57 26 78
2 12% 3017 29 46 59 63 29 81
3 10% 36 20 29 46 65 66 32 83
4 8% 45 25 29 46 74 71 37 35
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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 8 9
1 1989 49.75 5 00 27 38
2 1990 80 00 36 00 58.00
3 1991 55 00 34 00 44 50
4 July 91 51 00 40 00 45 50
5 Aug 91 40 00 35 50 37 75
6 Sept 91 40 00 34 25 37.12 44.37 43 55
7 Oct 91 46 00 35 25 40.62
8 Nov 91 56 00 43 50 49.75
9 Dec 91 61 50 49 50 55 50

Total of Col No 6 Divided by 266 24 Total of Col. No 7 & 8 Divided 174 23
mon tits — by no of items —

6 4
= 44 37 = 43 55

STATEMENT NO. U -11
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.P.S.
Number of Equity Shares at the time of Time of Issue 11961 11961
Add Part 'A’ Conversion 110 00 110.00

Part 'B‘ Conversion 110.00
229.61 339 61

Profit Alter Tax 432 56 432.56
Earning Per Share (PEPS) 1.88
Earning Per Share (FDEPS) 1 27
Profit Earning Capacity Value

At 15 % Capitalisation 12 53 8.47
At 12 % “ 15 67 10.58
At 10 % ” 18 80 12.70
At 8 % " 23 50 15.88

Net Worth 3524.52 3524 52
Net Asset Value Per Share 15 35 10 37
Fair Value

At 15 % Capitalisation Rate 13.94 9 42
At 12 % " 15.51 10 47
At 10 % ” 17 07 11 53
At 8 % “ 19.42 13.12
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STATEMENT NO. A-11
(Fig, in Lacs)

Sr
No

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

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A A Number of Equity , 119 61 ! 19 61 119 61 119.6! 119.61 119.61

Share at the time of
issue
Add Con of Part 'A’ 120.00 120 00 120 00 120.00 120.00 120.00

B
Debenture
Total No of Shares 239 61 239 61 239 61 239 61 239 61 239 61
Net Worth 3524 52 3524 52 3524 52 3524 52 ^ 3524 52 3524.52
Add Face Value of the 1200 00 1200 00 1200 00 1200 (X) 1200 00 1200.00
total No of new equity 
shares
- Shares premium of the 2400 00 ' 2400 00 2400 00

C

total No of New Equity 
shares
New Net Worth 4724 52 4724 52 4724 52 7124.52 7124 52 7124.52

D N A V Per Share 19 72 19 72 19.72 29 73 29 73 29.73
E P A Tax As per CCI 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

I-
Capital
New P A T. 529,64 578.18 626.76 723.80 869.42 1015 04

G Earning per share 221 241 2 61 3 02 3 63 4.24
1! Profit Earning Capacity 

Value
-At 15 % Cap Rate 14 73 16 07 1740 20 13 24 20 28.27
-At 12% " 18.42 20 08 21 75 25 17 30 25 35,33
-At 10% - 22 10 24 10 26 10 30 20 36 30 42.40
-At 8% 27 63 30 13 32 63 37 75 45 38 53 00

1 1 mrvulue Based oil the 
above PECV and NAV 
-At 15 % Cap rate 1723 17 90 18.56 24 93 26 97 29 00
-At 12% “ - 19 07 19 90 20 74 2745 29 99 32 53
-At 10% " " 20.91 21 91 22.91 29 97 33.02 36 07
-At 8% " " 23 63 24 93 26 18 33.74 37 56 41.36

J D = C / B G = F/B H = G
----- » inn r = cn + hi n-------------------------------- » 100 I = (D + H)/2

Respective Capitalisation rate ;
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STATEMENT NO. B - 11
(Fig, m Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part ’A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

I 2 3 4 5 6 7 8
A A Number of Equity 11961 119 61 11961 119.61 119.61 119.61

Share at tile lime of
issue
Add Con of Part ‘A' 120.00 120 00 120 00 120 00 120.00 120 00
Debenture
Con ol'ParfB'Deb 120 00 120 00 120 00 120 00 120 00 120.00

B Total No.of Shares 359 61 359 61 359 61 359 61 359.61 359 61 '
Net Worth 3524 52 3524 52 3524 52 3524 52 3524 52 3524.52
Add' Face Value of the 2400 00 2400 Of) 2400 00 2400 00 2400 00 2400 00
total No of new equity 
shares
- Shares premium of the 4800 00 4800 00 4800.00

C

total No.of New Equity 
shares
New Net Worth 5924.52 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 29 82
E P A T AsperCCI 432 56 432 56 432 56 432 56 432 56 432 56

Add. Return on New 194.36 291 24 388.32 582 48 873.72 1164 96

F
Capital :

■ NewPAT 627.12 723 80 820 88 1015.04 1306.28 1597 52
G Earning per share 1 74 2 01 2 28 2.82 3 63 4 44
II Profit Earning Capacity 

Value
-At ! 5 % Cup Rale 11 O0 13 40 15 20 18.80 24.20 29 60
-At 12% ” 14 50 16 75 19 00 23 50 30 25 37 00
-At 10% - 17 40 20 10 22.80 28 20 36.30 44,40
-At 8% 21 75 25 13 28 50 35 25 45 38 55.50

I ktirvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 14 04 14 94 15 84 24.31 27 01 29.71
-At 12 % " " 15 49 15 84 17 74 26 66 30 04 33 41
-At 10% " " 16 94 1829 19.64 29 01 33 06 37.11
-At 8% " “ 19 11 20 80 22 49 32 54 37.60 42.66

J D = C/B G = I' /B II = G
----------------------------------- » 100 I = (D + H)/2
Respective Capitalisation rate
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STATEMENT NO. C- 11
=___________________________________ (Fig in 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

1 2 3 4 5 6 7 8
A Number of Equity Share 119 61 11961 11961 11961 119 61 11961

at the time of issue
Add Con of Part 'A*
Debenture
Con of Part if Deb

B Total No. of Shares 11961 119611 119.61 11961 11961 119.61
C Net Worth 3524 52 * 3524 52 3524 52 3524 52 3524 52 3524 52
D N A V Per Share 29 46 29 46 29.46 29 46 29.46 29.46
E PAT AsperCCI 432 56 432 56 432 56 432 56 432 56 432 56

Add Return on New 97 08 145.62 194 16 97 08 145 62 194.16
Capital Part A
Return on Premium - 194.16 291.24 388.32

F

Amount of new Capital 
Part A
NewPAT 529 64 578 18 626 76 723 80 869 42 1015.04

G Earning per share 4 43 4 83 5 24 6 05 7 27 8 48
if Profit Eanung Capacity 

Value
-At 15 % Cap rate 29 53 32 20 34 93 40 33 4847 56 53
-At 12% “ “ 36.92 40 25 43 67 50.42 60 58 70 67
-At 10% " “ 44 30 48 30 52.40 60.50 72.70 84 80
-At 8% “ - 55.37 60 37 65 50 75.62 90 87 106 00
1 l airvalue Based on the 
above PECV and NAV 
-At 15% Cap rate 29 50 30 83 32.20 ’ 34.90 38.97 43 00
-At 12% “ “ 33 19 34 86 36 57 39 94 45 02 50 07
-At 10% “ " 36.88 38 88 40 93 44 98 51.08 57 13
-At 8% “ " 42 42 44 92 47 48 52 54 60.17 67 73

0
J D = C /B G = F/B . H =----------------------------------------- *100 l = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. D-ll
(Fig m Lacs)

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 

at the time of issue
11961 11961 11961 11961 119.61 119.61

Add Con. of Part ‘A' 
Debenture

— — — — — —

Con of Part 'B’ Deb — — — — — —

B Total No of Shares 119 61 119 61 11961 11961 11961 11961
C Net Worth 3524 52 3524 52 3524 52" 3524 52 3524 52 3524 52
D N A V. Per Share 29 46 29 46 29.46 29.46 29 46 29.46
E P A T As per CCT 432 56 432 56 432 56 432 56 432 56 432 56

Add Return on New 
Capital Part A

194 16 291 24 388 32 194.16 291.24 388 32

Return on Premium 
Amount of new Capital 
Part A

388.32 582 48 776.64

f NewPAT 627 12 723 80 820 88 1015.04 1306 28 1597 52
G
11

Earning per share
Profit Earning Capacity 
Value

5 24 6 05 6 86 8 48 10 92 13.35

-At 15 % Cap. rate 34 93 40 33 45 73 56 53 72.80 89 00
-At 12 % " " 43 67 50 42 57 17 70 67 91 00 111 25
-At 10% - " 52 40 60 50 68 60 84.80 109 20 133 50
-At 8% “ -
1 1 airvalue Based on the 
above PF'.CV and NAV

65 50 75 62 85 75 106.00 136 50 166.87

-At 15 % Cap rate 32.20 34.90 37.60 43 00 51.13 59 23
-At 12 % “ “ 36 57 39 94 43.32 50 07 60 23 70.36
-At 10% - - 40 93 44 98 49.03 57 13 69.33 81.48
-At 8 % - ” 4748 52 54 57.61 67.73 82 98 98.17

G
J D = C / B ,G = F/B H =----------------------------------------- * 100 •

Respective Capitalisation rate
I = (D + H) / 2
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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 24th 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: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, 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 fairvaiue, 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 equity 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.O 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.P S., 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. t

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.I. was underpriced by 

44.41%, 49.48%, 53 70% and 58 85% at 15%, 12%, ls0% and 8% capitalisation rate 

respectively - j
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It is 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)

1 olal Assets 1125 89 shareholders fund
Deduct all liabilities (1) Equity Capital 104 72
1 Preference capital mi (2) Free reserves 306.18
2 Secured & unsecured borrowings 176 78 Total 410 90
3 Current liabilities 538 21 Deduct contingent nil

liabilities
4 Contingent liabilities ml
Net worth 410 90 Net worth 410 90

Add
(I )Freslt cupital Issue at Face Value Nd

Total 410 90
Number of shares including Fresh and bonus issue 9 53
NAV per share. 43 10

ANNEXURE 12 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

YearProfit before tax Profit after tax Dividend declared
1 March 1989 9 5! 7 91 3 07
2 March 1990 47 62 26 62 7 74
3 March 1991 _________ 75 4975 49 18 66
Simple Average

or
Weighted Average 55 20 47 94

Average profit before tax (on the basis of Weighted Average) 55 20
Deduct
Provisions for taxation 7 26
Average profit after tax ■ 47 94
Deduct Preference dividend 6.66
Net profit after tax 41 28
Add Contribution to profit by fresh issue if any ' ml
Total profit after tax 41.28
Number of equity share including fresh and bonus issue 9 53
Earning per share(EPS) 4 33
Profit Laming Capacity Value (PECV) at 15 % capitalisation rate
(i e by multiplving EPS by 66)

15% 28 87
12% 36 08
10% 43 30
8% 54 12

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rale

Profit
Earning
Capacity

Value’

Net Asset 
Value per 

share

Total of 
Col No (3) 

&(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 28 87 43 10 71 97 35 98

12 % 36 08 43 10 79 18 39 59
3 10% 43 30 43 10 86 40 ' 43 20
4 ' 8% 54 12 43 10 97 22 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 Pnce

1 2 3 4 5 6 7 8 9
! 1989 18 00 16 00 17.00
2 1990 18 00 16 00 17 00
3 1991 63.00 16 00 39.50
4 Jun 91 38 00 18 00 28 00
5 Jul 91 38 00 18 00 28.00
6 Aug 91 38 00 18 00 28 00 43 08 29 14
7 Sep 91 55.00 54 00 54.50
8 Oct 91 63 00 55 00 59 00 !
9 Nov 91 61 00 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

6 items 4
= 43.08 = 29.14

STATEMENT NO. 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 tune of Tune of Issue 9.53
Add Full Conversion  23 81

33 34
Profit After Tax 4128
F.arning Per Share (PF.PS) 1 24
Earning Per Share (FDEPS)
Profit Earning Capacity Value

At 15 % Capitalisation 8 27
At 12 % " 10 33
At 10% ■' 12 40'
At 8 % ~ 15.50

Net Worth 410 90
Net Asset Value Per Share 12 32
Fair Value

At 15 % Capitalisation Rate 10 29
At 12% - 1132
At 10 % ” 12 36
At 8 % - 13 91
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STATEMENT NO. A - 12
(Fig in Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its FACE VALUE m the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A A Number of Equity 9 53 9 53 9 53 9 53 9 53 9 53

Share at the time of
issue
Add Con of Part 'A’ 23 81 23 81 23.81 23 81 23.81 23 81

B
Debentuie
Total No of Shaies 33 34 33 34 33 34 33 34 33 34 33.34
Net Worth 410.90 410 90 410 90 410 90 410 90 410 90
Add Face Value of the 238.10 238 10 238 10 238 10 238.10 238 10
total No of new equity 
shares
- Shares premium of the 238.10 238 10 238.10

C

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 19 46 19 46 19.46 26 60 26 60 26.60
h PAT As per CC1 41 28 41 28 41 28 41 28 41.28 41 28

Add Return on New 21 85 32 78 43 73 43 73 65 57 8747

F
Capital
New PAT 63 13 74 06 85 01 85 01 106.85 128 75

G Earning per share 1 89 2 22 . 2 55 2 55 3 20 3 86
11 Profit Earning Capacity 

Value
-At 15 % Cap Rate 12 60 14 80 17 00 17 00 21 33 25 73
-At 12 % - 15 75 18 50 21 25 21 25 26.67 32 17
-At 10% - 18 90 22 20 25.50 25.50 32.00 38 60
-At 8% 23 62 27 75 31 87 31.87 40 00 48 25

I 1 uirvalue Based on the 
above PECV and NAV 
-At 15 % Cap rate 16 03 17 13 18.23 21 80 23.96 26.16
-At 12% “ “ 17 60 18 98 20 35 23 92 26 63 29.38
-Al It) % “ - 19 18 20 83 22 48 26 05 29 30 32 60
-At 8% ■ " 21 54 23 60 25 66 29 23 33.30 37.42

J D = C/B G = F/B H = G
* 100 ! = ('D + HI n

Respective Capitalisation rate
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STATEMENT NO. C-12
________________________ _______________________ (Fig m 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 rOQ% 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 

at the time of issue
9 53 9 53 9 53 9.53 9 53 9 53

Add Con of Part ‘A’ 
Debenture

— — — — — —

Con of Part ‘B‘ Deb — — — — — —

B Total No of Shares 9.53 9 53 9 53 9 53 9 53 9 53
C Net Worth 410 90 410 90 410 90 410 90 410.90 410.90
D N A V Per Share 43 10 43 10 43.10 43 10 43.10 43 10
E PAT As per CC1 41 28 41 28 41 28 41.28 41.28 41 28

Add Return on New 
Capital Purl A

21 85 32 78 43 73 21.85 32 78 43.73

Return on Premium 
Amount of new Capital 
Part A

21 88 32.79 43 74

1' New PAT 63 13 74 06 85 01 85.01 106 85 128 75
G
II

Earning pier share
Profit Earning Capacity 
Value

6.62 7 77 8 92 8.92 11.21 13.50

-At 15 % Cap rate 44 13 51 80 59.46 59.46 74.73 90.00
-At 12 % “ ” 55 16 64 75 74 33 74.33 93.41 112.50
-At 10 % " •' 66 20 77.70 89.20 89.20 112.10 135.00
-At 8 % " “
I Fairvalue Based on the 
above PECV and NAV

82 75 9712 111 50 111 50 140.12 168 75

-At 15 % Cap. rate 43 61 47.45 51 28 51.28 58,91 66.55
-At 12 % - “ 49.13 53 92 58.71 58.71 68.25 77.80
-At 10% • " 54 65 60 40 66 15 66 15 77 60 89 05
-At 8 % " " 62 92 70 11 77 30 77 30 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 19lh April 1984 and converted in to a public limited company on 18th 

June 1986 under the Companies Act 1956. The main objectives of the company are to 

manufacture process, alt 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 fully

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
J

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: OVERALL OBSERVATIONS:

According to the calculations as per the CCI 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 7 46% and underpricing by 5.83%, 16 17% and 28.05% 

respectively The fairvalue per share at 15%, 12%, 10% and 8% capitalisation rate as 

a percentage 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, i e,, it was moderately overpriced. The offer price as 

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

Those investors 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 meaning thereby that the company has collected 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 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.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

According to the calculations shown in statement No.U-13, the P.E.P.S. and 

F.D.EPS. stood at Rsl.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 basis of P.E.P.S. calculations. 

While on the basis of F.D E.P.S., the company could have issued it’s share at 

discount
?

The statement No. A-13 to D-13 shows that the company could have offered it’s 

equity share in the range of Rs.ll 99 to Rs.95.73 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

E P S., PECV, N.A.Y., 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 

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.
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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
i

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
Deduct all liabilities (1) Equity Capital 166.94
1 Preference capital ml (2) Free reserves 103 97
2 Seemed & unsecured borrowings 308 00 Total 270.91
3 Current liabilities 158 32 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth 270 91 Net worth 270 91

Add.
(1 )Fresh capital Issue at Face Value Nil

Total 270.91
Number of shares including Fresh and bonus issue 16 69
NAV per share 16 23

ANNEXURE 13 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 June 1989 40 74 40 74 24.55
2 June 1990 51 12 51 12 21.05
3 June 1991 65 64 65 64 33.39
Simple Average 52 50 52 50

or
Weighted Average

Average profit before tax (on the basts of Simple Average) 52 50
Deduct
Provisions for taxation nil
Average profit after Uix 52 50
Deduct Preference dividend nil
Net profit after tax 52 50
Add Contribution to profit by fresh issue if any nil
Total profit after tax 52 50
Number of equity share including fresh and bonus issue 16 69
Earning per share(EPS) 3 15
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(le bv multiplying EPS by 66)

15% 21.00
12% 26 25
10% 31 50
8% 39 37

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of 
Col. No (3) 

&(4)

Fair Value
Col No. (5) 
divided by 

two

Remarks

i 2 3 4 5 6 7
i 15% 21 00 16.23 37.23 18.61
2 12% 26 25 16 23 42 48 21 24
3 10% 31.50 16 23 47 73 23 86
4 8% 39 37 16 23 55 60 27 80
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ANNEXURE 13-Z
CALCULATION OF AVERAGE MARKET PRICE

Si No Year Month Highest Lowest Monthly
Market Market Average
Price Price

Yearly
Average

Average of
Monthly
Average

Average
Market
Price

1 2 3 4 5 6 7 8 9
1 1990 57 50 17 50 37 50
2 1991 60 00 25 00 42 50
3 May 91 42 00 38 00 40 00
4 Jun 91 41 00 37 50 39 25
5 Jul. 91 50 00 37 00 43 50 41 29 4043
6 Aug 91 50 00 45 00 47 50
7 Sep 91 45 00 37 50 41.25
8 Oct 91 42 50 30 00 36 25

Total of Col . No. 6 247.75 Total of Col. No. 7 & 121.29Divided by months ---------- ----------- 8 Divided by no. of —

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 

U.S.A. REPORTING SYSTEM.
(FIG IN LACS)

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 25 00
29 19 54 19

Profit After Tax 52 50 52 50
homing Per Share (PEPS) 1 80
Earning Per Share (FDEPS) 0 97
Profit homing Capacity Value

At 15 % Capitalisation 12 00 6.47
At 12 % “ 15 00 8 08
At 10 % •* 18 00 9.70
At 8 % “ 22 50 1212

Net Worth 270.91 270.91
Net Asset Value Per Share 9 78 5 00
hair Value

At 15 % Capitalisation Rate 10 64 5 74
At 12 % " 12.14 6.54
At 10 % 13 64 , 7 35
At 8 % - 15 89 8 56
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STATEMENT NO. A-13
(Fig ui Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A' of debenture) at 
its FACE VALUE m the networth and 
if PAT includes return on new capital 
AT

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 

Share at the time of
issue

16 70 16 70 16 70 16.70 16.70 16 70

Add Coil of Part ‘A’ 
Debenture '

12.50 12 50 12 50 12.50 12.50 12.50

B Total No of Shares 29 20 29 20 29.20 2920 29.20 29 20
Net Worth 270 91 270 91 270 91 270 91 270.91 270 91
Add Face Value of the 
total No of new equity 
shares

125.00 125 00 125 00 125 00 125.00 125.00

- Shares premium of the 
total No of New Equity 
shares

125 00 125 00 125.00

C New Net Worth 395 91 395 91 395 91 520 91 520,91 520.91
D N A V Per Share 13 56 13 56 13.56 17 84 17.84 17 84
E PAT AsperCCI 52 50 52 50 52 50 52 50 52 50 52 50

Add Return on New 
Capital

15 14 22 71 30 27 30.27 45 42 60 54

I- New P A T 67 64 75 21 82 77 82 77 97.92 113 04
G
11

Earning per share
Profit Earning Capacity 
Value

2 32 2 58 2 83 2 83 3,35 3 87

-At 15 % Cap Rate 15 46 17.20 18.87 18 87 22 33 25.80
-At 12% " 19.33 21 50 23 58 23 58 27 92 32 25
-At 10% " 23 20 25 80 28 30 28.30 33 35 38 70

1
-At 8%
1-airvalue Based on the 
above PHCV and NAV

29 00 32 25 35 37 35.37 41.87 48.37

-At 15 % Cap rate 1451 15 38 16.21 18 35 20.08 21 82
-At 12 % ” “ 16 44 17 53 18 57 20.71 22.88 25 04
-At 10% " " 18 38 19 68 20.93 22.07 25.67 28.27
-At ,.8 % " " 21 28 22 90 24 46 26.60 29.85 33.10

J D = C/B G = F/B H= G
----------------------------------------- *100 I = (D+H)/2
Respective Capitalisation rate ‘
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STATEMENT NO. B-13
ll’ig in Lacs)

Si Pnitiuilars Including Now 1 quits Capital (duo lo Including Now Equity Capital (due to
No Comoimod ot pail A ol'dobonluie) a I Conversion of part 'A' of debenture) tit

its FACE VALUE m iho netwoith and its OFFER PRICE in the networth and
ll PA 1 includes lolum on now capital if PA I includes lotuni on new capital
Ai AI

50% ol 75% ol 100% of 50% ol' 75% of 100% of
RONW RONW RONW RONW RONW RONW

! T 4 5 6 7 8

A Number of 1 quits 
Sh.no at the time ol

16 70 lo 70 16 70 16 70 16 70 16 70

|V»IIC

Add Con ol Pan A 12 50 12 50 12 50 12 50 12 50 12 50
1 )ebenlme
Con ol Part B Deb 25 00 25 00 25 00 25 00 25 00 25 00

H 1 oial No of Shares 54 20 54 20 54 20 54 20 54 20 54 20
Net Woitli 270 91 270 91 270 91 270 91 270 91 270 91
Add 1 ace Value ol the 375 00 375 00 .375 00 .375 00 .375 00 375 00
lotul No ol new eqtnlv 
dimes
- Sli.ues picimum ol the 
total No ol New 1 quits
shales '

375 00 375 00 375 00

C New Net Woitli 045 91 o45 9| 045 91 1020 91 1020 91 1020 91
1) N A V Pei Share II 92 1 1 92 II 92 1883 18 8.7 18 83
1 P A InxAsperCCi 52 50 52 50 52 50 52 50 52 50 52 50

Add Return on New 45 41 68 1 3 90 82 90 82 1 76 27 181 65

I
C apital
New 1> A 1 97 9! 120 63 143 .32 143 .32 188 77 274 15

(1 1 timing per share 1 81 2 23 2 04 2 64 3 48 4 32
II Piolil 1 .lining Cao.icib 

Value
-At 15 % Cap Rate 12 07 14 87 17 60 17 60 23 20 28 80
-At 12% - 15 08 18 58 22 00 22 00 29 00 36 00
-At 10% 18 10 22 30 26 40 26 40 34 80 43 20
-At 8% 22 62 27 87 .3.3 00 33 00 43 50 54 00

1 1 an value Based oil the 
above PI CV and NAV 
-At 1 s % Cap rate 1 1 99 1.3 10 14 76 1821 21 01 23 81
-At 12 % ' ' 1 3 50 1 s 25 10 96 20 41 23 91 2741
-At 10% 15 01 17 1 1 19 16 22 61 26 81 31 01
-At 8% 17 27 19 89 22 46 25 91 71 16 36 41

1 l> = C/B t; = 1 / B 11 = G
. ................................ * 100 ! = (D + li)/2

Respective Capitalisation t.de



STATEMENT NO. C- 13
(Fig in Lacs)

Si
No

Particulars Excluding the convertible securities from the total number of paid 
shares and if piolit aliet tax includes return on new capital at

Face Value at Offer Price at

up equity

50% of 
RONW

75% of 
RONW .

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of F.quitv Store 

at the tune of issue
16 70 16 70 16 70 16 70 16 70 16 70

Add Con of Part ‘A’ 
Debenture

— — — — — —

Con ofPart'B'Deb — — — — — —

n Total No of Shares 16,70 16 70 16 70 16 70 16.70 16 70
c Net Worth 270 91 270 91 270 9! 270 91 270 91 270 91
l) N A V Per Store 16 22 16 22 16 22 16 22 16.22 16.22

' !•: P A T As per CC1 52 50 52 50 52 50 52.50 52 50 52 50
Add Return on face 
uilue of new capital part 
'A' '
Return on Premium 
Amount of new Capital 
Part A

15 14 22 71 30 27 15 14 22 71 30.27

... ... ... 15 13 22 71 30 27

i New P A 1 67 64 75 21 82 77 82 77 97.92 113 04
G
il

Earning per share
Piolit Earning Capacity 
Value

4.05 4 50 4 95 4 95 5 86 6 76

-At 15 % Cap tale 27 00 30 00 33 00 33 OS) 39.07 45 07
-At 12% • " 33 75 37 50 41 25 41 25 . 48 83 56 33
-At 10% - " 40 50 45 00 49 50 49 50 58 60 67 60
-At 8% " ~
1 1 an value Based on the 
above Pl.CV and NAV

50 62 56 25 61 87 61 87 ,73 25 84.50

-At 15 % Cap rate 21 61 23 11 24 61 24 61 27 64 30 64
-At 12 % " - 24 98 26 86 28 73 28 73 :32 52 36.27
-At 10% " ” 28 36 30 61 32 86 32.86 3741 41.91
-At 8% - • 33 42 36 23 39 04 39 04 44 73 50 36

G
J D = C/ B G = F/B H =-------------------------------------------» 100 I = (D + H)/2

Respective Capitalisation rate

182



STATEMENT NO. D- 13
________________________________________ _____________ (l'ig in 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

1 2 3 4 5 6 7 8
A Number of Equity Share 

at die time of issue
16 70 16 70 16 70 16 70 16 70 16 70

Add Con of Part ‘A’ 
Debenture

— — — — — —

Con of Part ‘B’ Deb — — — — — —

B 1 otal No of Shares 16 70 16 70 16.70 16 70 16 70 16.70
C Net Worth 270.91 270 91 270 91 270.91 270 91 270.91
1) N A V. Per Share 16 22 16.22 16 22 16.22 16 22 16 22
r PAT AsperCCI 52 50 52 50 52 50 52 50 52 50 52 50

Add Return on face 
value of new capital part 
'A'
Return on Premium 
Anioimt of new Capital 
Pan A

45 41 68 13 90 82 45 41 68 13 90.82

— ~ 45 41 68 14 90 83

f New PAT 97 91 120 63 143 32 143.32 188.77 234 15
0
ii

Earning per share
Profit Earning Capacity 
Value

5 86 7 22 8 58 8 58 11 30 14 02

-At 15 % Cap rate 39 07 48 13 57 20 57 20 75 33 • 93 47
-At 12 % " “ 48 83 60 17 71 50 71 50 84.17 116 83
-At 10% " " 58 60 72 20 85 80 85 80 113 00 140 20
-At 8% - -
1 hmvalue Based on die 
above PKCV and NAV

73 25 90 25 107 25 107 25 141 25 175 25

-At 15 % Cap rate 27 64 32 17 36 71 36 71 45 77 54.84
-At 12 % - - 32 52 38 19 43 86 43 86 55 19 66 52
-At 10% ” - 37 41 44 21 51 01 51 01 64 61 78.21
-At 8 % - - 44 73 53 23 61 73 61 73 78 73 95 73

G
J D = C/B G = F / B H= -------------------------------------------MOO’ 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 26th February 1987 

under the name of Savak Electronics (private) Limited on 25th 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 RslOOOO 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 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. 

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 15 00 on expiry of 18 months from the date of 

allotment

3.15.3: OVERALL OBSERVATIONS:

According to the calculations as per the CCI guidelines, the fairvalues at 15%, 12%,

10% and 8% capitalisation rate stood at Rs 16 28, 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 market price were 16 22%, 18 67%, 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 overpriced. 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
i .

collected excess amount by Rs,34.88, Rs 25.08, Rs. 15.28 and Rs.0.60 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 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 

F D.E.P.S 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 F.D E.R.S., the company could have charged premium of Rs. 1.90 and Rs.3.96 at 

10% and 8% capitalisation rate. i
l

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 

E P.S., PECV, N.A.V., capitalisation rate, RON W., no.of equity shares etc.

315.4: OBSERVA TIONS OF HYPOTHESIS:

It is seen that, initial offer price sanctioned by (he 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.I. 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 : ON1DA SAVAK LIMITED 
According to the audited balance sheet as at 31st March 1991.

Rs Rs.
(Lacs) (Lacs)

Total Assets 2645 29 shareholders fund
Deduct all liabilities (1) Equity Capital 352.50
1 Preference capital ml (2) Free reserves 318 32
2 Secured & unsecured borrowings 1143 98 Total 670.82
3 Current liabilities 830 49 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth 670 82 Net worth 670.82

Add -
(l)Fresh capital Issue at Face Value 299 52

Total 970.34
Number of shares including Fresh and bonus issue 74.86
NAV per share 12 96
Calculation of Profit on Fresh Capital
1/2 * Fresh Capital * Exist PAT/ Exist NAV
1/2 * 299 52 *236 37/670.82 = Rs 52 77

ANNEXURE 14-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 March 1989 33 35 20 60
2 March 1990 166 10 136 52 15.24
3 March 1991 288 54 236.37 59 93
Simple Average

or
Weighted Average 205 19 167.12

Average profit before tax (on the basis of Weighted Average) 205.19
Deduct
Provisions for taxation 38.07
Average profit after tax 167.12
Deduct Preference dividend ml
Net profit after tax 167 12
Add Contribution to profit by fresh issue if any 52 77
Total profit after tax 219 89
Number of equity share including fresh and bonus issue 74 86
Earning per share(EPS) 2.94
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(te by multiplying EPS by 66)

15% 19 60
12% 24.50
10% 29 40
8% 36 75
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FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of 
Col. No,(3) 

&(4)

Fair Value
Col. No. (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 19 60 12 96 32 56 16 28
2 12% 24.50 12 96 37.46 18.73
3 10% 29 40 12 96 42.36 21 18
4 8% 36 75 12 96 49 71 24.85

ANNEXURE 14-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest Lowest Monthly Yearly Average of Average
Market Market Average Average Monthly Market
Price Pnce Average Pnce

1 2 3 4 5 6 7 8 9
I 1990 180.00 37 50 108.75
2 1991 131 00 41.00 86 00
3 Aug 91 131 00 80 00 105 50
4 Sep 91 124.00 100 00 112.00
5 Oct 91 115 00 100.00 107.50 106.21 100.32
6 Nov. 91 109 00 103.00 106 00
7 Dec 91 105 00 100.00 102.50
8 Jan 92 125.00 82 50 103 75

Total of Col. No. 6 637.25 Total of Col. No. 7 & 300.96
Divided by months — 8 Divided by no. of —

6 items 3
= 106. 21 = 100.32

t
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STATEMENT NO. U-14
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.P.S.
Number of Equity Shares at the time of Time oflssue 74.86 74.86
Add Part 'A’ Conversion 29 02 29.02

Part 'B! Conversion * 29.02
103 88 132.90

Profit After Ta\ 219 89 219 89
Earning Per Share (PEPS) 2 12
Earning Per Share (FDEPS) 1 65
Profit Laming Capacity Value

At 15 % Capitalisation 14 13 11 00
At 12 % “ 17 66 13 75
At 10 % " 21 20 16 50
At 8 % " 26 50 20 62

Net Worth 970 34 970.34
Net Asset Value Per Share 9 34 7 30
fair Value

At 15 % Capitalisation Rate 11 73 9 15
At 12 % " 13 50 10.52
At 10 % " 15 27 11 90
At 8 % “ 17 92 13 96
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STATEMENT NO. A - 14
(Fig, in Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A' of debenture) at 
its FACE VALUE m the networtli and 
if PAT includes return on new capital 

‘ AT

Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its OFFER PRICE in the networtli and 
if PAT includes return on new capital 
AT

50% of ' 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 

Share at the time of 
issue

74.86 74 86 74.86 74.86 74 86 74.86

Add ■ New Equity Issue 29 95 29 95 29 95 29 95 29.95 29.95
Con. of Part 'A' Deb 29 02 29 02 29 02 29.02 29 02 29.02

B Total No of Shares 133 83 133.83 133 83 133.83 133.83 133.83
Net Worth 670.82 670 82 670.82 670 82 670.82 670.82
Add Face Value of the 
total No of new equity 
shares

589.72 589 72 589.72 589.72 589.72 589.72

- Shares premium of the 
total No.of New Equity 
shares

884.58 884 58 884.58

C New Net Worth 1260 54 1260 54 1260.54 2145.12 2145.12 2145.12
D N A V Per Share 9 42 942 9.42 16.02 16 02 16.02
\i P A TaxAsperCCI • 167 13 167 13 167.13 167.13 167.13 167.13

Add- Return on New 
Capital

103 87 155 80 207 74 259 77 389.66 519.54

!• New P.A.T 271 00 322.93 374 87 426.90 566 79 686.67
G
II

Earning per share
Profit Homing Capacity 
Value

2 02 2.41 2.80 3 19 4 16 5 14

-At 15% Cap, Rate 13 47 16 07 18 67 21.27 27.73 34 27
-At 12% “ 16 83 20 08 23 33 26 58 34.67 42 83
-At 10% 20 20 24 10 28.00 31.90 41 60 51.40

1
-At 8%
l uirvalue Based on the 
above PF.CV and NAV

25.25 30 13 35.00 39.88 52.00 64.25

-At 15 % Cap rate 11 45 12 75 14 05 18.65 21.88 25 15
-At 12% " “ 13 13 14.75 16.38 21.30 25 35 29.43
-At 10% “ “ 14 81 16.76 18.71 23.96 28.81 33.71
-At 8% “ - 17 34 19 78 22.21 27.95 34 01 40 14

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

Respective Capitalisation rate
* 100, I = (D + H)/2
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STATEMENT NO. B-14
(Fig, m Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its FACE VALUE m the netvvorth and 
if PAT includes return on new' capital 
AT

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

'
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
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 1 at the lime of
issue
Add New Equity Issue 29.95 29 95 29.95 29 95 29.95 29.95
Con of Both parts of 58 04 58 04 58 04 58.04 58.04 58.04

B
F C.D
Total'No of Shares 162.85 162 85 162.85 162.85 162 85 162.85
Net Worth 670 82 ' 670.82 670.82 670 82 670.82 670.82
Add Face Value of the 879.92 879 92 879 92 879.92 879.92 879.92
total No.of new equity 
shares
- Shares premium of the

’
1319.88 1319.88 1319.88

C

total No.of New Equity 
shares
New Net Worth 1550.74 1550.74 1550 74 2870 82 2870.82 2870.82

D N. A V Per Share 9.52 , 9 52 9.52 17.63 17,63 17.63
K P A Ta\ 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

!•
Capital
New P.A T 322.17 399 69 477.21 554.73 784.53 942 34

G Earning per share '1 98 2 45 2 93 341 4.60 5.78
ii Profit Earning Capacity 

Value
-At 15 % Cap Rate 13 00 16 33 19 53 22.73 30.67 38 52
-At 12% " 16 50 20 42 24 42 28.42 38 33 48.17
-At 10% " 19.80 24 50 29 30 34 10 46 00 57.80
-At 8% 24 75 30 63 36 62 42.63 57.50 72.25

i Fairvalue Based on the 
above PEC V and NAV 
-A} 15 % Cap. rate 11 26 12 93 . 14.53 20.18 24.15 28.08
-At 12% *• 13.01 14.97 16.97 23 03 27.98 32 90
-At 10% “ “ 14 66 17.01 1941 23.87 31.82 37.71
-At 8 % “ " 17 14 20 08 23 07 30 13 37.77 44 94

.1 D = C/B G = F/B . 11= G
---------------------------------------- *100. I = (D + H)/2
Respective Capitalisation rate
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STATEMENT NO. C -14

Sr
No

Particulars, Excluding the convertible securities from the total number of paid up equity 
shares and if profit alter 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 

at the time of issue
74 86 74 86 74 86 74 86 74 86 74 86

Add New Equity Issue 29 95 29 95 29.95 29 95 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 9 26 9.26 9.26 9 26
F. PAT As per CCI 167 13 167 13 167 13 167 13 167 13 167.13

Add Return on face 103.87 155 80 207 74 103 87 155 80 207.74
value of new capital part 

• ‘A’
Return on Premium 
Amount of new Capital 
Part A

155 90 233.86 311 80

F New P.A T. 271 00 322 93 374 87 426.90 556.79 686.67
G Faming per share 2 58 3 08 3 57 4.07 5.31 6.55
11 Profit Faming Capacity

Value
-At 15 % Cap rate 17 20 20 53 23 80 27 13 35.40 43.67
-At 12% “ " -21 50 25 67 29.75 33 9! 44 25 54.58
.-At 10% “ " 25 80 30 80 35 70 40 70 53 10 65.50
-At 8% " " 32.25 38.50 44.62 50 87 66 37 81 87
1 l airvalue Based on the 
above PFCV and NAV 
-At 15 % Cap rate 13 23 14 89 16.53 . 18.37 22.33 26.46
-At 12% ” “ 15 38 17.46 19 50 21 76 26 75 31 92
-At 10% ” ” 17.53 20 03 22.48 24 98 31.18 37.38
-At 8% " “ 20.75 23.88 26 94 30.06 37.81 45.56

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

H = -------------------------------------------* 100 ■
Respective Capitalisation rate

1 = (D + H) / 2
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STATEMENT NO. D-14
(Fib m Lacs)

Sr
No

Particulars. Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A Number of Equity Share 74 86 74 86 74 86 74.86 74 86 74 86

al the lime of issue
Add New Equity Issue 29 95 29.95 29.95 29 95 29.95 29.95
Con of Part ‘A’ & ‘B’ — — — — — —

B
of Deb
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 9 26 9.26 9 26 9,26
E P A.T AsperCCI 167 13 167 13 167 13 167.13 167.13 167.13

Add. Return on face 155.04 232.56 310 08 155 04 232 56 310.08
value of new capital part 
A'

Return on Premium 232.56 348.84 465.13

F

Amount of new Capital 
Part A
New PAT. 322 71 399 69 477 21 554.73 784.53 942 34

G Earning per share 3 07 3 81 4 55 5.29 7.14 8 99
H Profit Earning Capacity 

Value
-At 15 % Cap rate 20.47 25 40 30.33 35.27 47 60 59.93
-At 12 % “ 25 58 31 75 37 92 44 08 59.50 74 92
-At 10% " “ 30 70 38 10 45 50 52.90 . 71.40 89,90
-At 8% “ " 38 37 47 62 56 87 66 12 89 25 112.37
I Fairvalue Based on the 
above PECV and NAV 
-At 15 % Cap. rate 14 86 17 33 19.79 22.26 28.43 34.59
-At 12 % “ “ 17.42 20.50 23 59 26.67 34 38 42.11
-At 10% “ 19 98 < 23 68 27 38 31.08 40.33 49,58
-At 8% " “ 23 81 ' 28 44 • 33 06 37 69 49.25 60.81

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

Respective Capitalisation rate
100- • I = (D + H)/2
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STATEMENT NO. E-14
(Fig, m Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 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
issue
Add . New Equity Issue 29.95 29 95 29 95 29 95 29 95 29 95

B 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 299 52 299 52 299 52 299.52 299 52 299.52
total No of new equity 
shares
- Shares premium of the 449.28 449.28 44928

C

total No of New Equity 
shares
New Net Worth

*

970 34 970 34 970 34 1419.62 1419.62 1419 62
D N A V Per Share 9 26 9 26 9.26 13 54 13 54 13 54
r: P A Tax As per CC1 167 13 167 13 167 13 167 13 167.13 167.13

Add Return on New 52.77 79 15 105.54 131.94 197 91 263.88

i
Capital
New PAT 219 90 246 28 272 67 299 07 365.04 431.01

G Earning per share 2 10 2 35 2.60 2.85 3.48 4.11
1! Profit Earning Capacity 

Value
-At 15 % Cap. Rate 14 00 15 67 17 33 19.00 23 20 2740
-At 12% " 17 50 19 58 21 67 23 75 29 00 34 25
-At 10% - 21.00 23 50 26.00 28 50 34 80 41.10
-At 8% 26 25 29 38 32 50 35 63 43.50 51 38

1 fan value Based on the 
above PHCV and NAV 
-At 15 % Cap rate 11 63 12 47 13 30 16 27 18.37 2047
-At 12% " “ 13 38 14 42 15 47 18 65 21 27 23 90
-At 10 % “ - 15 13 16 38 17 63 21 02 24.17 27.32
-At 8 % '• - 17 76 19 32 20 88 24 59 28 52 32 46

J D = C / B G = F / B H = G
* loo. j = rn + HW2

Respective Capitalisation 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 19th September 1955 under the name Oswal Cotton Spinning 

& Weaving Mills Limited and fresh certificate of incorporation was obtained on 26th 

February 1965 consequent to change of name as Oswal Spinning & Weaving Mills 

Limited. The main objectives of the company. are to manufacture textiles, 

acrylic/woolen yams, 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 a 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-I 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. 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.

3.16.3 : 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.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-issue 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% 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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44 49% of the fairvalue. i e, 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 minimum 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 Tate meaning thereby that 

the company has collected less amount by Rs.249.50, Rs:.284.90, 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

'.Vs-

V ^

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

September 1990 and the allotment could have been finalised by December 1990.
i

The pre-issue six monthly average market price were in the range of Rs 22.00 to 

Rs 26 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-15, the' P.E P.S. and 

F D E P S stood at Rs 1 77 and Rs 1 12 respectively. Accordingly, the company 

could have charged premium of Rs 8 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.E.P.S calculations; 

while on the basis of F D.E P S , the company could have' charged premium of Rs. 

1 84, Rs 2 77, Rs.3.71 and Rs 5 11 at 15%, 12%, 10% and^8% 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, N A V , 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 was' 

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 underpriced by 

55 55%, 58.75%, 61 56% and 65.12% 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 32 48% and 58 32% which were highly disproportionate
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ANNEXURE 15-X 
NET ASSET VALUE (NAV)

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

Rs Rs
(Lacs) (Lacs)

Total Assets 1609 53 shareholders fund
Deduct all liabilities (1) Equity Capital 137.36
1 Prefetcnee capital ml (21 Free reserves 708 71
2 Secured & unsecured borrowings 534 16 Total 846.07
3 Current liabilities 229 30 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Nel worth 846 07 Net worth 846 07

Add
(I )I resit capital Issue at Face Value ml

Total 846 07
Number of shares including Fresh and bonus issue 13 74
NAV per share 61 57

ANNEXURE 15-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit aller tax Dividend declared
1 March 1988 29 55 ' 29 55 8 67
2 March 1989 63 31 57 91 24 62
3 March 1990 78 26 68 26
Simple Average

or
Weighted Average 65 15 58 36

Average profit before tax (on the basis of Weighted Average) 65.15
I fedtiel (
Piovisions lot taxation , 6.79
Average profit aller tax 58 36
Deduct Preference dividend nil
Net profit aller tax 58.36
Add-Contribution to profit by fresh issue if any ml
Total profit aller tax 58.36
Number of equity share including fresh and bonus issue 13 74
Earning per share(EPS) 4 25
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate
(le by multiplying EPS by 66)

15% 28 33
12% 35 42
10% 42 50
8% 53 12

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of 
Col No (3) 

&(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 28 33 61 57 89 90 44 95
2 12% ‘35 42 61 57 96 99 48 49
3 10% 42 50 61 57 104.07 52 03
4 8% 53 12 61 57 114.69 57.34
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ANNEXURE 15-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month 1 hghest 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 1988 41 00 19 00 30 00
2 1989 52 50 24 00 38 25
_> 1990 60 00 30 00 45 00
4 1-eb 90 23 00 22 00 22 50
5 Mar 90 24 00 22 00 23 00
<> Apr 90 26.00 23 00 24 50 23 92 34 29
7 May 90 2600 23 00 24 50
8 .lun 90 25 00 23 00 24 00
y Jill 90 26 00 24 (JO 25 00

Total of Col . NO. 6 143.50 Total of Col. No. 7 & 137.17
Divided by months — 8 Divided by no. of

6 items 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.E.P.S. F.D.E.P.S.
Number ofkquity Shares at the tune of lime of Issue 13 73 13 73
Add Part A' Conversion 19 22 19 22

Part B' Conversion 19 22
32 95 52.17

Profit After I ax ' 58 36 58 36
Faming Per Share (PEPS) 1 77
Laming Pei Share (li)LPS) 1 12
Ptolit 1 ruining Capucih Value

At 15 % Capitalisation 11 80 7.47
At 12 % " 14 75 9 33
At 10 % • 17 70 11 20
At 8 % " 22 12 14 00

Net Worth 846 07 846.07
Net Asset Value Per Share 
fan Value

25 67 16 22

At 15 % Capitalisation Rate 18 73 11 84
At 12 % " 20 21 12.77
At 10 % " 21 68 13 71
At 8 % " 23 89 15.11
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STATEMENT NO. A-15

Sr
No

Particulars Including New Equity Capital (due to- 
Conversion of part ‘A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 100% of
RONW RONW

50% of 
RONW.

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 13 74 13 74 13 74 13 74 13.74 13.74

Share at the time of
issue
Add Conv of Part :7V 19.22 19 22 19.22 19 22 19 22 19.22

- Deh
Conv of Part 'B' Deb

B Total No of Shares 32 96 32.96 32.96 32 96 32.96 32 96
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 
shares
- Shares premium of the 192.19 192.19 192 19

C

total No of New Equity 
shares
New Net Worth 1038 26 1038 26 1038 26 1230 45 123045 1230 45

D N A V Per Share 31 50 31 50 31.50 37.33 37 33 37 33
!■; Profit After Tax As per 58.36 58.36 58.36 58 36 58.36 58 36

CCi
Add Return on New 7 74 1162 15 49 15.49 23 25 30 98

i'
Capital
New P A I 66 10 69 98 73 85 73 85 81 61 89.34

u Earning per share 2 00 2 12 2 24 2 24 2 47 - 271
n Profit Earning Capacity 

Value
-At 15% Cap Rate 13 33 14 13 14.93 14.93 16 47 18.07
-At 12 % ” 16 67 17.67 18.67 18.67 20.58 22 58
-At 10% " 20 00 21.20 22 40 22.40 24.70 27 10
-At 8% 25.00 26 50 28.00 28.00 30.87 33.87

i hurvalue Based on tire 
above PECV and NAV 
-At 15 % Cap rale 22 41 22 81 23.21 26.13 26 90 27 70
-At 12% " ” 24 08 24 58 25 08 28.00 28 95 28.95
-At 10% - - 25 75 26 35 26 95 29.86 31.01 32 21
-At 8% - " 28.25 29 00 29.75 32 66 34.10 35 60

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

Respective

G
................. *
Capitalisation rate

100 • 1 = (D + H)/2
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STATEMENT NO. B-15
(Fig, in Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new' capital 
AT

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 

Share at the tune of
issue

13 74 13.74 13.74 13.74 13.74 13 74

Add Conv. of Part “A” 
Deb

19.22 19 22 19 22 19 22 19 22 19 22

Con of Part ‘B’ Deb 19 22 19 22 19 22 19 22 19.22 19 22
B Total No of Shares 52 18 52 18 52.18 52 18 52 18 52 18

Net Worth 846 07 846.07 846.07 846.07 846 07 846 07
Add Face Value of the 
total No of new equity 
shares

384.38 384 38 384 38 384 38 384.38 384 38

- Shares premium of the 
total No of New Equity 
shares

384.38 384.38 384 38

C New Net Worth 1230 45 1230.45 1230.45 1614.83 1614.83 1614.83
1) N A V Per Share 23 58 23 58 23 58 30 94 30.94 30 94
1-. P A T As pen CC1 58 36 58.36 58 36 58 36 58.36 58.36

Add Return on New 
Capital

15 49 23 25 30 98 30.98 46 50 61 96

1- New P A T. 73 85 81 61 89 34 89 34 104 86 120.32
G
11

Earning per share
Profit Earning Capacity 
Value

1 41 1 56 1.71 1 71 2.00

\

2 30

-At 15 % Cap Rate 9.40 10.40 11.40 11.40 13.33 15 33
-At 12% " 11 75 13 00 14 25 14 25 16.67 19 17
-At 10% ” 14 10 15 60 17 10 17-1.0 20 00 23 00

1
-At 8%
I an value Based on the 
above PECV and NAV

17 62 19 50 21 37 21 37 25 00 28 75

-At 15 % Cap rate 16 49 16 99 17.49 21.17 22.13 23 13
-At 12% " " 17.66 18.29 18.91 22 59 23.80 25.05
-At 10% - - 18 84 1959 20.34 24 02 25.47 26.97
-At 8% - - 20 60 21 54 22.47 26 15 27 97 29 84

J D = C /13 G = F/B H = G
------------------------------------------ * 100 . I = (D + H)/2
Respective Capitalisation rate
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STATEMENT NO. C -15
(Fig in Lacs)

Sr.
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tux includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 

at the tune of issue
13 74 13 74 13.74 13 74 13.74 13.74

Add- Con. of Part ’A’ 
Deb

— — — “ —

Con of Part ‘B’
Deb

— — — — — —

B Total No of Shares 13.74 13 74 13 74 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. AsperCCI 58 36 58 36 58 36 58.36 58.36 58.36

Add Return on face 
value of new capital part 
'A'
Return on Premium 
Amount of new Capital 
Part A

7.74 11 62 15.49 7.74 11 62 15.49

— — — 7.75 11.63 15 49

F New PAT 66 10 69 98 73 85 73.85 81.61 89 34
G
!!

Earning per share
Profit Earning Capacity 
Value

4.81 5.09 5.37 5.37 5.94 6.50

-At 15 % Cap rate 32.06 33 93 35 80 35.80 39.60 43.33
-At 12 % “ “ 40.08 42 41 44.75 44 75 49.50 54.17
-At 10% " “ 48.10 ■ 50 90 53.70 53.70 59.40 65.00
-At 8% “ “
1 1-airvalue Based on the 
above PECV and NAV

60.12 63.62 67 12 67 12 74 25 81.25

-At 15 % Cap. rate 46 87 47 75 48.68 48.68 50 58 52:45
-At 12 % “ “ 50.82 51 99 53.16 53.16 55.53 57 87
-At 10% “ “ 54.83 56.23 57.63 57.63 6048 63.28
-At 8% “ “ 60.84 62 59 64.34 64.34 67.91 71.41

G
J D = C/ B ■ G = F / B H = ---------------------------------------*100: . l = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. D- 15
(Fir in Lacs)

Sr
No

Particulars Excluding
shares and

the convertible securities from the total number of paid up equity 
if profit after tax includes return on new capital at
Face Value at Offer Price at

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

• 75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 13 74 13 74 13.74 13 74 13.74 13.74

at the time of issue
Con ofPart ‘A’ Deb
Con ofPart T3' Deb —

■-- --- — —

B Total No.of Shares 13 74 13 74 13 74 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
i; P A T As per CC1 58 36 58 36 58 36 58.36 58 36 58.36

Add Return on lace 15 49 23 25 30 98 15.49 23.25 , 30.98
value of new capital part 
'A‘
Return on Premium 15 49 23 25 30 98

F

Amount of new Capital 
Part A
New P.A T. 73 85 81 61 89.34 89 34 104 86 120.32

G Earning per share 5 37 5 94 6 50 6 50 7 63 8 75
11 Profit Earning Capacity 

Value
-At 15 % Cap rate 35 80 39 60 43 33 43 33 50.86 58 33
-At 12 % “ " 44 75 49 50 54 17 54.17 63 58 72.91
-At 10 % " “ 53 70 59 40 65.00 65 00 76 30 87 50
-At 8% " " 67.12 74 25 81.25 81 25 95.37 109.37
1 Fairvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 48 68 50 58 52 45 52 45 56 21 ' 59,95
-At 12% “ “ 53 16 55 53 57 87 57 87 62.57 67.24
-At 10% - “ 57.63 60.48 63 28 63.28 68 93 74.53
-At 8% - “ 64 34 67 91 71 41 71.41 78 47 85 47

G
J D = C/B G = F / B H = ---------------------------------------------'* 100

Respective Capitalisation rate
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 31st July 1980. In view of it’s diversified activities, the name of 

the company was also changed to Prakash Industries Limited and a fresh certificate 

of incorporation was obtained on 1st 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

3.173 : 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.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 share at 15%, 12%, 10% and 8% capitalisation rate as a percentage pf 

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 

! 00 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
t

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 six 

monthly market price were in the range of Rs. 15.00 to Rs.58.50. 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-16, the P.E.P.S. and 

F.D.E.P S. 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.P S. calculations, 

while on the basis of F.D.E.P.S , the company could have charged premium of Rs. 

175, Rs 2 81 and Rs.4,41 at 12%, 10% and 8% capitalisation rate.

The statement No A-16 to D-16 shows that the company could have offered it’s 

equity share 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 A.V , capitalisation rate, RONW., no.of equity shares etc,

3.17.4: OBSERVA TIONS 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.
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It is also seen that, disregarding type of industry, for this company too-, the office of 

theCCI 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
. ■ t

respectively - !

It is 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,
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ANNEXURE 16-X 
NET ASSET VALUE (NAV)

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

Rs Rs
(Lacs) (Utcs)

i ouil Assets 10899 61 Shareholders fund
Deduct all liabilities (1) Equity Capital 676 95
1 Preference capital ml (2) tree reserves 2034 56
2 Secured <fc misueuied borrowings 6024 87 Total 2711 51
3 Current liabilities 2163 24 Deduct

liabilities
contingent ml

-4 Contingent liabilities ml
Net worth 2711 51 Net worth 2711 51

Add
(I )i resh capital Issue at face Value ml

I otal 2711 51
Number of shares including 1 resh and bonus issue 67 70
NAV pei shaie 40 05

ANNEXURE 16-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Yeat Profit before tax Profit alter lax Dividend declared
1 Dece 1986 , 86 89 86 89 13 50
2 Dece 1987 104 90 88 30 33 52
3 Dece 1988 506 09 506 09 79 41
4 March 199!) 220 65 175 65 151 29
3 March 1991 538 46 498 46 169 71
Simple Average 291 39 27! 07

or
Weighted Average
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I

Axoiago profit boloro ta\ (on the basis of Simple Average)
1 )edtu. 1
1‘ioxI'.ions loi liiviliim 
Axuage piotil allot lav 
i >eduU 1’iotoioiKO dixulend 
Net piolit idler lav
Add Contribution to profit bx Iresh issue if anx 
1 o!al protit utter tuv
Number of cquilx share including fresh and bonus issue 
1 anting pet sluire(KPS)
Profit hunting Capucttx Value IPI CV) at 15 % capitalisation rate 
tie bx multiplxmg EPS bx 66)

29! 39

20 32
271 07

ml
271 07

ml
271 07

67 70
4 00

15% 26 67
12% 33 33
10% 40 00
8% 50 00

FAIR VALUE CALCULATION

Si
No

Capitalisation
Rate

Prolit
Panting
Capacitx

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&<4)

Fair Value
Col No (5) 
divided by 

two

Remarks*

1 “) 3 ' 4 5 6 7
1 15% 26 67 40 05 66 72 33 36
1 12 % 33 33 40 05 73 38 36 69
3 10% 40 00 40 05 80 05 40 02
4 8% 50 00 40 05 90 05 45 02

ANNEXURE 16 -Z
CALCULATION OF AVERAGE MARKET PRICE

Si No Yeat Month 1 Itghesl
Markel
Price

Lowest
Markel
Price

Mou tli! v 
Average

Yearly
Average

Average of
Monthly
Average

Average
Market
Price

1 2 3 4 5 6 7 8 9
1 1990 80 (SO 37 00 58 50
2 1991 45 00 26 75 35 87
*> 1992 58 50 30 00 44 25
4 Max 91 17 00 15 00 16 00
5 Jim 91 20 Oil 15 00 17 50
ti Julx 91 46 00 40 50 43 25 37 50 44 03
7 Aug 91 47 50 41 00 44 25
8 Sep 91 57 50 42 0(1 1 49.75
9 Oct 91 58 50 50 00 54 25

Total of Coi No. 6 240.00 Total of Col. No. 7 & 176.12
Divided by months 8 Divided by no. of

6 • items 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 IN LACS )

P.E.P.S. F.D.E.P.S.
Number olTquil\ Shares at the tune of Time oflssite 67 70 67.70
Add Part A' Conversion 71 84 71 84

Par! B Comersion 71 84
139 54 211 38

Piotlt After 1 as 271 07 271 07
1 anting Per Share (PEPS) 1 94
Laming Per Share (I-DEI’S) 1 28
Piollt 1 timing Capaem Value

At 15 % Capitalisation Rate 12 93 8 53
At 12 % -v 16 17 10 67
At 10 % " 19 40 12 80
At 8 % 24 25 16 00

Net Worth 2711 51 2711 51
Net Asset Value Per Share 19 43 12.83
fan Value

At 15 % Capitalisation Rate 16 18 10 68
At 12 % " 17 80 11 75
At 10 % 1941 12 81
At 8 % 21 84 14 41
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STATEMENT NO. A-16
(Fig in Lacs)

N Particulars Including New Equity Capital (due to 
Conversion of part 'A' of debenture) at 
its FACE VALUE in the netvvorth and 
if PAT includes return on new capital 
AT

Including New' Equity Capital (due to 
Conversion of part ’A’ of debenture) at 
its OFFER PRICE in tire netvvorth and 
if PAT includes return on new capital 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A Number of Equity 

Share at the time of
issue

0? 69 67 69 67 69 67 69 67.69 67,69

Add Conv of Part "A' 
Deb

71 84 71 84 71 84 71 84 71 84 71 84

Conv of Part 'B' Deb - ~ ' — — — -

B Total No of Shares " 139 53 139 53 139 53 139 53 139 53 139.53
Net Worth 2711 51 2711 51 2711 51 2711 51 2711 51 2711 51
Add Pace Value of the 
total No of new equip 
shares

718 40 718 40 71840 71840 718 40 718 40

- Shares premium of the 
total No of New Equity 
shares

1293.13 1293 13 1293 13

C New Net Worth 3429 91 3429 91 3429 91 4723 04 4723 04 4723.04
D N A V. Per Share 24 58 24 58 24 58 33 85 33 85 33.85
1- Profit After 'fax As per 

CC1
271 08 271 08 271 08 271.08 271 08 271.08

Add Return on New 
Capital

66 02 99.05 132 04 184 85 277 39 369 72

1- New P A T 337 10 370 13 403 12 455 93 548.47 640 80
G
11

1 .araing per share
Profit Earning Capacity 
Value

2 42 2 65 2 89 3 27 3 93 4.59

-At 15 % Cap Rate 16 13 17 67 19 27 21 80 26 20 30 60
, -At 12% " 20 17 22 08 24 08 27 25 32 75 38 25

-At 10% 24 20 26 50 28 90 32 70 39 30 45.90

1
-At 8 %
Eau value Based on (he 
above PLCV and NAV

30 25 33 13 36 13 40 88 49 13 57.38

-At 15 % Cap rate 20 36 21 13 21 93 27 83 30.03 32 23
-At 12% " - 22 38 23 33 24 33 30 55 33.30 36 05
-At 10% ” " 24 39 25 54 26.74 33.28 36 58 39 88
-At 8% " -• 27 42 28 86 30 36 37 37 41.49 45 62

J D = C/B G = l/B 11 = G
---------------------------------------------»100. l = (D+H)/2

Respective Capitalisation rate
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STATEMENT NO. B-J6
 ■(big m Lacs )

Particular."* Including New Hquily 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 nelworth and its OFFER PRICE m the networth and 

' if PAT includes return on new capital if PAT includes return on new' capital
a’i a r

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 Hquil\ 67 69 67 69 67 69 67 69 6769 67.69

Share at the time of 
issue
Add Conv of Part A' 71 84 71 84 71 84 71 84 71 84 71.84
Deb
Com of Pail "B" Deb 71 84 71 84 71 84 71.84 71 84 71 84

H I oil# No of Shares 211 .37 21) 37 211 37 211 37 211 37 211 37
Net Worth 2711 51 2711.51 2711 51 2711.51 2711 51 2711 51
Add l ace Value oi the 1476 80 1476 80 1436 80 1436 80 1476 80 1436 80
total No ol new eqinls 
shares
- Shaies premium of the

■
2586.26 2586 26 2586 26

C

total No of New Hquit\ 
shaies
New Net Worth 4148 31 4148 31 4148 31 6734 57 6734 57 6734 57

1) N A V Per Share 19.63 19 63 19 63 31 86 31 86 31 86
1 Profit Alter fa\ As per 27! 08 271 08 271 08 271 08 271 08 271 08

CCI
Add Return on New 132 04 198 13 264 08 369 72 554 78 739 44

1
Capital
New PA T 403 12 469 21 535 16 640 80 825,86 1010 52

(i Laming per share 1 91 2 22 2.5.7 3 03 3 91 4 78
11 Piolit hauling Capacity 

Value
-At 15% Cap Rate 12 73 14 80 16.87 20 20 26 07 31 87
-At 12% "• 15 92 18 50 21 08 25 25 32 58 39 83
-At 10% - 19 10 22 20 25 30 30 30 39 10 47 80
-At 8% 23 88 27,75 31 63 37 88 48.88 59 75

1 hurvalue Based on the 
aboxc Pb.CV and NAV ■ 
-At 15 % Cap rale 16 18 v 17 22 18 25 26 03 28 97 31.87
-At 12% - "• 17 78 19.07 20 36 - 28 56 32.22 35 85
-At 10% - •" 19 37 20 92 22 47 31.08 35 48 39 83
-At 8% 21 76 23 69 25 63 34 87 40 .77 45 81

J 1 > = C / H (! = !•/ B 11 =

Respective

G

Capitalisation uite
*100- 1 = (D + H)/2
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STATEMENT NO. C- 16
............ _.............................................................................................................. |(lug in Lacs)
Sr Particulars, Excluding the convertible secuuties from the total number of paid up equiiv
No shaie.s and if profit after ta\ includes return on new capital ul

Face Value at_____  Offer Price at
50% of 75% of 100% of 50% of 75% ol 100% of
RONW RONW RONW RONW RONW RONW

1 2 3 4 5 6 7 8
A Number of Kquil\ Share 

at the lime ol issue
67 69 67 69 67 69 67 69 67 69 67 69

Add Con of Part 
Deb

•A' — " — “ —

Con o! Part
Deb

■ir

---
— — — — —

B lotal No.of Shares 67 69 67 69 67 69 67 69 67 69 67.69
C Net Worth 2711 51 2711 51 2711 51 2711 51 2711 51 2711 51
1) N A V Per Share 40 05 40 05 40 05 40 05 40.05 40 05
1- P A T As per CCJ 271.08 271 08 271 08 271.08 271.08 271 08

Add Return on face 66 02 99 05 132 04 66 02 99 05 132 04
value of new capita! part 

A
Return on Premium 
Amount of new Capital

— — — 118 13 178 34 237 68

Part A
1 New P A T 3)7 It) ■ 370 13 403 12 455 93 548 47 640 80
C! Faming per share
II Piolit Laming Capauts

4 98 5 46 5 95 6,7.3 8 10 9,46

Value
-At 15 % Cap rate 33 20 36 40 39 67 44 87 54 00 63 06
-At 12% - ‘ 41 50 45 50 49 58 56 08 67.50 78 83
-At 10% - 49 80 54 60 59 50 67.30 81.00 94 60
-At 8% - - 62 25 <yt 25 74 37 84 12 101.25 118 25
1 lainalue Based on the
above 1TCV and NAV 
-At 15 % Cap rate 36 62 38 22 39 86 42 46 47 02 - 51 55
-At 12% ■ - 40 77 4277 44 81 48.06 53 77 59 44
-At 10% '• '■ 44 92 47 32 49 77 53 67 60 52 67 32
-At 8% - ’ 51 15 •54 15 57 21 62 08 70 65 79 15

Cl
.1 D = C / B 0 = 1/1) 11= ----------------------------------------- *100 I = (D + H)/2

Respective Capitalisation iate



STATEMENT NO. D- 16

Si

No
Puitieulurs, Excluding the convertible securities from the total number of paid up equity 

shares and if prolil alter tax includes return on new capital at
Face Value at Offer Price at

-
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
• RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 • 6 7 8
A Number of I .quits Share 

at the time of issue
67 69 67 69 67 69 67 69 67 69 67 69

Add Con of Part 'A‘ 
Deh

- " “ " — “

Con ol' Part 'll
Deb

— — — — — —

H 1 ouii No of Shares 67 69 07 69 67 69 67 69 67 69 67 69
C Net Worth 2711 51 2711 51 2711 51 2711 51 2711 51 2711 51
D N A V Per Share ' 40 05 40 05 40 05 40 05 40 05 40 05
1 P A '1 As per CCI 271 08 271.08 271 08 271.08 271 08 271 08

Add Return on face 132 04 198 13 264 08 • 132 04 198 13 264 08
value of new capital part
A'

Return on Premium 
Amount of new Capital 
Pail A

237 68 356 65 475 36

1 New P A 1 403 12 469 21 535 16 640.80 825 86 1010 52
O Taming per sluue
11 Profit 1.anting Capitals

Value

5 95 6 93 7 90 9 47 12 20 14 92

-At 15% Cap late 39 67 46 20 52 67 63 13 81 33 99 47
-At 12 % 49 5x 57 75 65 83 78 91 101 67 124 33
-At 10% 59 50 69 30 79 00 94 70 122 00 149 20
-At 8% '• ~
1 1 uirvuhic liased on the 
above Pb.CV and NAV

74 37 86 62 98 75 118 37 152 50 186 50

-At 15 % Cap rate 39 86 43 12 46 36 51 59 60 69 69 76
-At 12% " ' 44 81 48 90 52 94 59 48 70 86 82 19

' -At 10% " • 49 77 54 67 59 52 67 37 81.02 94 62
-At 8% " " 5721 63 33 69 40 79 21 96 27 113 27

Ci
.1 D = C/P C, = 1-/1! 11= ----------------------------------------- *100

Respective Capitalisation rate
I = (D + H)/2

i
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3.18 : PRIYADARSHINi SPINNING MILLS LIMITED

3.18.1 : COMPANY BACKGROUND:

PRIYADARSHINI SPINNING MILLS LIMITED was incorporated as a public 

limited company on 14lh 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-Publie 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 Conversion teims 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 Rs47 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 receive allotment, got minimum return of 

(30 00%) and maximum return of 113 00% per equity 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.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 

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 40 50 to Rs 65 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-17, the P E.P.S stood at Rs. 

3 91 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 

basisofPE.PS calculations While on the basis of F D E.P S , the company has'fo 

issue it’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 Rs 23 97 to Rs 79 06 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

EPS, PECV, N A V , capitalisation rate, R.O N W., no of equity shares etc.

.?. 18.4: 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 

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

average market price were 118.99% and 64 90% The offer price was 

disproportionate to the average market price
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ANNEXURE 17 - X 
NET ASSET VALUE (NAV)

Name of the Company : PRIYADARSI UNI SPINNING MILLS LIM1ILD 
According to the audited balance sheet as at 31st March 1991.

Rs Rs
(I.acsi (Lacs)

i oiul Assets 1109 44 Shareholders fund
Deduct all liabilities (I) hqmtv Capital 400 00
1 Preiei once capita! ml (2)1 ree reserves 440 42
2 Secured & unsecured borrowings 1446 62 lotal &40 42
> Cunem liabilities 822 40 Deduct contingent ml

liabilities
-1 Contingent liabilities ml
Net-woith 840 42 Net worth 840 42

Add
i I )l lesh capital Issue a! 1 ace Value nil

Total 840 42
Number ol slunes including 1 tesh and bonus issue 40 00
NAV pei share 21 1)1

ANNEXURE 17-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit helot c lav Profit aflet tax Dividend declared
1 Maicli 1789 77 09 77 09
2 Match 1990 180 22 1510! 39 97
2 Mulch 1991 375 40 343 28 60 00
Simple Aset age

or
Weighted Average 259 62 234 82

Aveiage profit before Utx (on the basis of Simple Average) 259 62
1 )eduu
Piovisions lot taxation 24 80
Aveiage piolil al'tei lav 234 82
1 leduct 1’ieleience dtv ideiul ml
Net profit after tax 234 82
Add Cimtnbution to profit b\ tiesh issue if anv ml
1 otul profit tiller tax 234 82
Number of equitv share including fresh and bonus issue 40 00
1 aiming per shut e( 1 ‘.PS) 5 87
Profit 1 ammg Capacity Value (Pl-.CV) at 15 % capitalisation rate 
(te b\ nmUipIving 1-.PS b\ 6(u

15% 39 14
12% 48 92
10% 58 70
8% 73 37

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rale

Piolit
1 aiming 
Capauiv 

Value

Net Asset 
Value pet 

share

j otal ol
Co! Nos3) 

&<4)

hur Value
Col No {5) 
divided b\

two

Remarks

1 ■) 3 4 ■ s 6 7
1 15 % 29 14 21 01 60 15 30 07
Y 12 % 48 92 21 01 <>9 92 24 96
i> 10% 58 70 21 01 79 71 39 85
4 8 >9. 72 37 21 0! 94 28 47 19



ANNEXURE 17 - Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest
Market
Price

Lowest
Market
Price

Monthly
Average

Yearly
Average

Average of
Monthly
Average

Average
Market
Price

1 2 3 4 5 6 7 8 9
1 1989 23 75 9 00 16.37
2 1990 60.00 16 75 38 37
3 1991 65 00 27 50 46.25
4 Jul 91 52 50 42.50 47 50
5 Aug. 91 65 00 51.25 58 12
6 Sep 91 65 00 60.00 62 50 53.10 38.52
7 Oct 91 60 00 48.00 54.00
8 Nov 91 55.00 45 00 50 00 *
9 Dec. 91 52 50 40.50 46 50

Total of Col . Ho. 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 IN LACS)

Number of Equity Shares at the time of Time of Issue
P.E.P.S.

40 00
Add Part 'A* Conversion 20 00

Part B' Conversion

Profit Alter Tax
60 00

234 82
Earning Per Share (PEPS) 3.91
Earning Per Share (FDEPS)
Profit Earning Capacity Value

At 15 % Capitalisation 26.07
At 12 % - 32 58
At 10 %' ~ 3910
At 8 % - 48 87

Net Worth 840 42
Net Asset Value Per Share 14.00
Fair Value

At 15 % Capitalisation Rate 20 03
At 12 % - 23 29
At 10 % ” 26.55
At 8 % 31 43
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STATEMENT NO. A-17
(1 ig in Lucs )

I'ail killin'- Including New Pqint\ Capita] (due lo 
Comeision ofpmt A' ol dehemurei al 
Us FACE VALUE in the netwoitli and 
il PA 1 unhides lelnin on new i.ipilal 
Al

Including New hquilt Capital (due to 
Conversion of pail 'A' of debenture) at 
Us OFFER PRICE m the networth and 
il PA 1 includes leluni on new cupiiul 
Al

sir,, oi
KONXV

75% ol
Rl >N\V

!()('% ol
R( >NW

50% ,)1
K< )NW

75% ol 
RONVV

100% ol 
RONW

1 -1 5 6 7 8
■\ Niimhei i>l 1 quu\ 40 1)1) 40 00 40 00 40 00 40 00 40 00

Xhaie ai the lime ol
issue
Add Conv ol Pail 'A 21) ()() 20 00 20 00 20 00 20 00 20 00
1 )eh
Com ol'Pail U Deb

11 1 olid No ol Shine'. 00 00 60 00 <50 00 60 00 60 00 60 00
Net VVoiih 840 42 840 42 840 42 840 42 840 42 840 42
Add I <u.e Value ol the 200 00 200 00 200 00 200 00 200 00 200 00
lolal No ol new ei|inl\ 
dial os
- Slmies piemnmi ol the 300 00 300 00 300 00

c

total No of New 1 quilt 
diales
New Nel Uorlh 1040 42 1040 42 104042 1040 42 1040 42 1040 42

1) N A V Pei Slime 17 44 1 7 34 17 34 22 34 22 34 22 34
1 Piolll A1 lei lasAspei 234 82 234 82 234 82 234 82 234 82 234 82

CCi
Add Return on New 40 80 ol 26 81 68 102 10 153 15 204 20

1
Capital
New PA 1 275 62 296 08 316 50 336 92 387 97 439 02

(. 1 anting pel diare 4 59 4 95 5 27 561 6 46 7 31
II Pi olll Paining Cupault 

Value
-All VS, Cap Rale 30 60 32 8(i 35 1 i 37 40 43 06 18 73
At 1.1 IX Is 11 ox 13 91 lo 75 53 X3 lit) 91

-At 111 % 45 90 49 30 52 70 56 10 64 60 73 10
-Al 8 % 57 37 6! 62 , 65 87 70 12 ' 80 75 91 37

1 lain.due liasod on the 
allote PI CVandNAV 
-Al 1 5 % Cap title 23 97 25 10 26 23 29 87 32 70 35 53
-At 12 % 27 79 29 21 30 62 .34 54 38 08 41 62
-Al 1(1% 31 62 3 > 32 35 1)2 39 22 4.3 47 47 72
-Al 8% 37 35 39 48 41 60 46 23 51 54 56 85

I I) = C / H (i = I / H 11= (i
----------------------------------------------- *100 l = (D + m/2

Respective Capitalisation rate



STATEMENT NO. C-I7
(Fig in Lacs’)

Sr
No

Particulars Excluding the convertible .securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A Number of Equity Share 40 00 40 00 40 00 40.00 40 00 40 00

til the lime of issue
Add Con of Part ’A'
Deb

Con of Purl 'B‘

B
Deb
1'otal No of Shares 40.00 40 00 40 00 40 00 40 00 40 00

C Net Worth 840 42 840 42 840 42 840.42 84042 840 42
1) N A V Per Share , 21 01 2101 21 01 21 01 21 01 21 01
h P A 1 As per CC1 234 82 ’234 82 234 82 234 82 234.82 234.82

Add' Return on face 40 80 6! 26 81 68 40 80 61 26 81 68
value of new capital part
A

Return on Picmiuni 6! 30 91 89 122 52

I

Amount of new Capital 
Pail A
New PA F 275 62 296 08 316 50 336 92 387 97 . 439 02

G Faming per share 6 89 7 40 7.91 8.42 9 70 10 97
ii Profit 1-aiming Capautv 

Value
-At 15 % Cap rate 45 93 49 33 52 73 56 13 64.67 73 13
-At 12 % " " 5741 61 67 65 91 70.16 80 83 9141
-At 10% " “ 68 90 74 00 ■ 79 10 84.20 97.00 109 70
-At 8% '• “ 86 12 92 50 98 87 105 25 121.25 137.12
1 l airvalue Based on the 
above PF.CV and NAV 
-At 15 % Cap rate 33 47 35 17 36 87 , 38 57 42 84 47.07
-At 12% ' •' 39 21 41 34 43 46 45 58 50.92 56.21
-At 10% " “ 44 95 47 50 50 05 52.60 59 00 65 35
-At 8% - •' 53 56 56 75 59 94 63.13 71.13 79.03

G
J D = C / B G = F / B H =---------------------------------------------- * 100

Respective Capitalisation rate
I = (D + H) / 2
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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 27lh 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

3.19.2 : 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|e 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%, 

27 00% 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 CCI 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, i e, 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

2.2 J



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 

Rs 25 30 and Rs 7 36 and less amount by Rsl0 60 and Rs37'52 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 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, 

Rs20 31 and Rs 25.30 at the capitalisation rate of 15%, 12%, 10% and 8% 

respectively

The statement No A-18 and C-18 shows that the company could have 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 o,n different combinations of 

EPS, PECV, N A V , capitalisation rate, R O.N W, no of equity shares etc

3.19.4 : 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 CC1 has followed uniform premium fixation method

ft is found that the offer price fixed by the office of the C C.I. 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 pre-issue 

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 (NAV)

Name of the Company : PUNJAB CONCAST STEEL LIMITED 
According to the audited balance sheet as at 31st March 1991.

Rs Rs
(Lacs) (Lacs)

I olal Assets 5259 05 Shareholders fund
Deduct all liabilities (1) Equity Capital 117 78
1 Pieference capital nil (2) Free reserves 1363 96
2 Secured & unsecured borrowings 361 23 Total 1481.74
3 Current liabilities 3416 08 Deduct contingent nil

liabilities
4 Contingent liabilities ml
Net worth 1481 74 Net worth 1481.74

Add
(1 )l-resh capital Issue at Face Value nil

Total 1481.74
Number of shares including Fresh and bonus issue 23 55
NAV per share 62.90

ANNEXURE 18-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 June 1987 96.22 92 47
2 June 1988 384 93 384 93 - 29.45
3 March 1989 587.57 437.57 2945
4 March 1990 295 78 215.78 41 22
5 March 1991 263 61 13861 4122
Simple Average 325 62 253.87

or
Weighted Average

Average profit before ta\ (on the basis of Simple Average) 325.62
Deduct
Provisions for taxation 71 75
Average profit alter tax 253.87
Deduct Pieference dividend nil
Net profit alter tax . 253.87
Add Contribution to profit by fresh issue if any ml
Total profit after tax ‘ 253.87
Number of equity share including fresh and bonus issue 23 55
Earning per sliaref EPS) 10 77
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(te bv multiplying EPS by 66)

15% ■ 71 80
12% 89.75
10% 107.70
8% . 134 62
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FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value’

Net Asset 
Value per 

share

Total of
Col No.(3) 

&,(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

l 2 3 4 5 6 7
I 15% 7I 80 62 90 134 70 67 35
2 12 % 89 75 62 90 152 65 76 32
3 10 % 107 70 62 90 170 60 85 30
4 8% 134 62 62 90 197 52 98 76

ANNEXURE 18 - 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 Pnce

1 2 3 4 5 6 7 8 9
1 1989 380 00 125 00 252 50
2 1990 350 00 155 00 252 50
3 1991 680 00 150 00 415.00
4 Jul 90 180.00 150 00 165 00
5 Aug 90 325 00 180 00 252 50
6 Sep 90 360 00 320 00 340 00 343 75 315 94
7 Oct 90 380 00 350 00 365 00
8 Nov 90 450 00 350.00 400 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 Divided by no. of —

6 items 4
= 343.75 » 315.94

STATEMENT NO. U-18
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 time of Time of Issue 23 55
Add Pan A’ Conversion 42 77

Part T3' Conversion
66 32

Profit After Tax 253 87
Earning Per Share (PEPS) , 3 83
Profit Laming Capacity Value

At 15 % Capitalisation Rate 25 53
At 12 % “ “ 31 92
At 10 % ’ '• 38 30
At 8 % " 47 87

Net Worth 1481 74
Net Asset Value Per Share 22 33
l air Value

At 15 % Capitalisation Rate 23 93
At 12 % ” " 2712
At 10 % “ •' 3031
At 8 % - '• 35 10
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STATEMENT NO. A-18
(Fig m Laws)

Particulars Including New Equity Capital (due to 
Conversion of part A" of debonture)al 
its FACE'VALUE in the networth and 
if PAT includes return on new capital 
AI

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Numbei of Equity 

Share at the tune of
issue

23 55 2.3 55 23.55 23 55 23.55 23 55

_ Add Conv of Part 'A' 42 77 42 77 42 77 42 77 42 77 42 77

1! lolul No ot Slimes no 32 on 17 on 13 (>(. 32 06 12 oo 12
Net Worth 1481 74 1481 74 1481 74 1481 74 1481.74 1481 74
Add Face Value of the 
total No ot new equm 
shaies

427 78 427 78 427 78 427 78 427 78 427 78

- Shares premium of the 
total No of New Equity 
sli.lies

2994 46 2994 46 2994 46

C New Net Woi tli 1900 52 1909 52 1909 52 1909 52 1909 52 1909 52
I) N A V Per Share 28 78 28 78 28 78 73 92 73 92 73 92
1 Piotit After las As per 

CCI
253 87 253 87 253 87 253 87 253 87 253 87

Add Return on New 
Capital

19 97 29 98 39 99 159 81 239 90 319.98

1 New P A I 273 84 283 65 293 86 413 68 493.77 573 85
G
II

Earning per share
Profit Earning Capautv 
Value

4 13 4 28 4 43 6 23 7.44 8 65

-At 15 % Cap ‘ Rale 27 53 28 53 29 53 41 53 49 60 57.66
-At 12% ” 34 41 35.67 .36 91 51 91 62 00 72 08
-At 10% - 41 30 42 80 44 30 62 30 74 40 86 50

1
-At 8%
1 <iuvalue Hased on the 
.ilimePi CValid NAV

51 02 5.3 50 55 .37 77.87 93 00 108.12

-At 15 % Cap line 28 15 28 05 29 15 57 72 61 76 05 79
-At 12% " ” 31 59 .32 22 32 84 62 91 67 96 73 00
-At 10% • - 35 04 35 79 36 54 68 11 74 16 80 21
-At 8% " ” 40 20 ' 41 14 42 07 73f9 83 46 91 02

J D = C/B Cf = J- / i? 11= G ,
----------------------------------------------- *100 i = (D + H)/2

Respective Capitalisation rule
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STATEMENT NO. C- 18
(Fir m Lacs)

Sr Particulars Excluding the convertible securities lfom the total number of paid up equity
No shines 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

1 2 3 4 5 6 7 8
A Number of Equity Share 

.il the lime of issue - 

Avid l'on i<( I'm I A
Deb

Con of Part 'B'
Deb

B lotal No of Shares
C Net Woith
D N. A V Per Share
1 P A 1 AsperCC!

Add Return on face
value of new capital part 
A'

Return on Premium 
Amount of new Capital 
Part A

I New P A 1
(5 ■ 1 .anting per share
II Piofit hurtling Capacity 

Value
-At 15% Cap i ale
-Ai 12 % - "

-Al 10%
-At 8
1 1 ainalue Based on Hie 
above Pl.CV and NAV 
-Al 15 % Cup lale 
-Al 12%
-ai i b % •
-Al 8% ' ”

23 55 ' 23 55 23 55

23 55 23 55 23 55
1481 74 14X1 74 148! 74

62 90 62 90 62 90
253 87 253 87 253 87

19 97 29 98 39.99

273 84 1 283 85 293 86
11 62 12 05 12 47

77.46 80 33 83 13
96 83 100.41 10391

116 20 120 50 124 70
145 25 1 50 ii2 155 87

70 18 71 6! 73 01
79 86 81 65 83 40
89 55 91 70 93 80

104 07 106 76 109 38

23.55 23.55 23 55

23 55 23 55 23 55
1481 74 1481 74 1481 74

62.90 62 90 62 90
253 87 253 87 ' 253 87

19 97 29 98 39.99

139 84 209 92 279 99

413 86 493 77 573 85
17 55 20 95 24 35

117 00 139 67 162.33
146.25 174.58 202 91
175 50 209.50 243 50
219.37 261 87 303 37

89 95 101 28 11261
104.57 118 74 132.90
119 20 136 20 153 20
141 13 162.38 183 63

G
J D = C / B G = 1- / B 11= ----------------------------------------- *100 I = (D + H) / 2

.Respective Capitalisation rate
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3.20 : SHREE KRISHNA RETRO YARNS LIMITED

3.20.1 : COMPANY BACKGROUND:

SHREE KRISHNA PETRO YARNS LIMITED was incorporated on£4,h April 1987 

under the name and style of Shree Krishna Petro Yarns and Processors Private 

Limited The name of the company was changed to Shree Krishna Petro Yarns 

Private Limited on 4ih January 1989 and converted into public limited company on 19lh 

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 11 Kill LIGHTS:

The company made a Right-cum-Public issue of 1,95.020, 14% secured fully

convertible debentures of Rs 250 00 each for cash at par aggregating to Rs487 55 

'lacs As per the Conversion terms given in the prospectus, part-1 of each ftilly 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- 

11 of Rs 100 00 would be converted into five equity shares of the face value of 

RslOOO 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% capitalisation 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 

pte-issue aveiage market 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 

faii-values were within the range of 80 00% to 100 00% of the pre-issue average 

market price
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As per the CC1 guidelines, the applicable capitalisation rate was 15%, as the 

company is manufacturing concern. At 15% capitalisation rate the issue price was 

02 32% of the fairvalue, i e., 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 earliei. the issue was underpriced at 15%, 12%, 10% and 8% capitalisation rate 

meaning 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 Rs33 00 to Rs.57.50. 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-19, the PE.P.S. and 

F D E P S stood at Rs 2 66 and Rs 1 78 respectively. Accordingly, the company 

could have charged premium of Rs 3 70, Rs 5 92, Rs 8 14 and Rs.ll 46 at the 

capitalisation rate of 15%, 12%, 10% and 8% on the basis of P.EP.S. calculations, 

while on the basis of FD EP.S , the company could have charged premium of 

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

1'he statement No A-19 to D-I9 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 A V , capitalisation rate, R.O 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.C I was 

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 

oftheCCI 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 (NAV)

Name of the Company : SHREF. KRISHNA PTF.RO YARNS LIMITED 
According to the audited balance sheet as at 31vt March 1991.

Rs Rs.
{1 ucs) (lutes)

I'olal Asscls 02(1 IK Sluueholdets luud
Deduct all liabilities (1) Equity Capital 100 02
i Preference capital ml (2) Free reserves 91 46
2 Seemed & unsecured borrowings 61 52 Total 191 48
3 Current liabilities 667 68 Deduct contingent nil

liabilities
4 Contingent liabilities nil
Net worth 191 48 Net worth 191 48

Add
'

11 )1 resh capital Issue at face Value nil
Total 191.48

Number of shares including fresh and bonus issue 10 02
NAV per share 19 11

ANNEXURE 19-Y
PROFIT EARNING CAPACITY VALUE (PECV)

YearProfit before tax Profit after tax Dividend declared
1 March 1989 16 99 14.43
2 March 1990 62 33 50 48 20.00
3 March 1991 _________ 75.3566 89 20 00
Simple Average

or .
Weighted Average 61.23 52 68

Average piolit before tax (on the basis of Weighted Average) 61 23
Deduct
Provisions for tavition 8.55
Average protit alter tax 52 68
Deduct Preference dividend ” - ml
Net profit alter tax 52 68
Add Contribution to profit b) lie.sh issue if am nil
Total profit after tax 52 68
Numbet of eqmiv slime including fieslnuid bonus issue 10 02
1 .lining |iei share;HI’S] 5 26
Piolit homing Capacilv Value (PHCV) at 15 % capitalisation rate 
(le b\ multiplying EPS by 66)

15% 35 06
12% 43 83
10% 52 60
8% 65 75

FAIR VALUE CALCULATION .
;

Sr
No

Capitalisation
Rate

Piolit
Earning
Capacity

Value

Net Asset 
Value per 

share

'Total of 
Col No (3) 

&'(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 35 06 19 11 54 17 27 08

12% 43 83 19 11 ' 62 94 ' 3147
3 10% ■ 52 60 19 11 71 71 35 85
4 8% 65 75 19 11 84 86 42 43
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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
Pnee Pnce Average Price

1 2 3 4 5 6 7 8 9
1 1989 34 00 13 00 23 50
2 1990 80 00 23 00 51 50
3 1991 96 25 33 50 64 87
4 Jan 91 N A. NA
5 Feb 91 N.A NA
6 Mar 91 45 00 35 00 40 00 41 18 45 26
7 Apr 91 39.00 33 00 36.00
8 May 91 57 50 35 00 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 — 8 Divided by no. of —

4 items 4
= 41.18 = 45.26

STATEMENT NO. U - 19
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.P.S.
Number of Equity Shares at the tune of Tune oflssue 10 02 10 02
Add Part 'A' Conversion 9 75 9 75

Part ’B’ Conversion 9 75
19 77 29 52

Profit Alter I ax 52 68 52.68
Earning Per Share (PEPS) 2 66
Earning Per Share (FDKPS) 1 78
Profit Earning Capaeib Value

At 15 % Capitalisation 17 73 11 87
At 12 % " 22 16 14 83
At 10 % " 26.60 17.80
At 8 % ” 33 25 22.25

Net Worth 191 48 191.48
Net Asset Value Per Share
Fair Value

9 68 6 49

At 15 % Capitalisation Rate 13 70 9.18
At 12 % “ 15 92 10.66
At 10 % - 18 14 12.14
At 8 % - 21 46 14.37
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STATEMENT NO. A-19
(Fig in Lacs)

Particulars Including New Equity Capital (due to 
Conversion of pan 'A' of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 10.02 10 02 10.02 10 02 10.02 10 02

Share at the tune of
issue
Add . Conv of Part ‘A’ 9.75 9 75 9.75 9 75 9 75 9 75

B
Deb
Total No of Shares 19,77 19 77 19 77 19 77 19,77 19 77
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 premium of the 146 27 146 27 146 27

C

total No. of New Equity 
shares
New Net Worth 288.98 288.98 288 98 435 25 435.25 435.25

D N A V Per Share 14.61 14.61 14 61 22.01 22.01 22.01
E Profit Alter Tax As per 52.68 52.68 52 68 52 68 52.68 52 68

CCI
Add Return on New 17 02 25 53 34 05 42 56 63.48 85 14

F
Capital
New P A T 69 70 78 21 86 73 95 24 116.52 137 82

Cr Earning per share 3 52 3 95 4 38 481 5 89 6 97
II Profit Earning Capacity 

Value
-At 15% Cap Rate 23 46 26 33 29 20 32.06 39.26 46 46
-At 12% “ 29 33 32 91 36 50 40.08 49.08 58 08
-At 10% " 35 20 39 50 43 80 48.10 58 90 69 70
-At 8% 44.00 49 37 54 75 60 12 73 62 87 12

I Fait value Based on the 
above PECV and NAV 
-At 15 % Cap. rate 19.03 20 47 21.90 27 03 30 63 34.23
-At 12% “ “ 21 97 23 76 25 55 31.04 35 54 40 04
-At 10% “ " 24 90 27 05 29 20 35.05 4045 45 85
-At 8% " “ 29 30 31 99 34 68 41 06 47 81 54.56

J D = C/B G = F/B 11 =

Respective

G
......... ............... *

Capitalisation iate
100 1 = (D + H)/2
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STATEMENT NO. B-19
(Fig in Lacs.)

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

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 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 10.02 10 02 10 02 10 02 10.02 10 02

Share at the time of
issue
Add Conv. of Part ‘A’ 9 75 9.75 9 75 9 75 9 75 9.75
Deb
Conv of Part 'B’ Deb 9.75 9 75 9 75 9.75 9 75 9.75

B Total No of Shares 29.52 29 52 29 52 29 52 29 52 29 52
Net Worth 191.48 191 48 191 48 19148 191.48 191.48
Add. Face Value of the 195 00 195 00 195.00 195 00 195 00 195 00
total No of new equity 
shares
- Shares premium of the 292 54 292 54 292 54

C

total No of New Equity 
shares
New Net Worth 386 48 386 48 386.48 679 02 679.02 679 02

D N A V Per Share 13 09 13 09 13 09 23.00 23 00 22.01
E Profit After Tax As per 52 68 52.68 52 68 52.68 52.68 52.68

CCI
Add Ret uni on New 34 04 51 06 68 10 95 12 127 68 170.28

F
Capital
New P A.T 86 72 103 74 120 78 137 80 180.36 222.96

G Earning per share 2.93 3.51 4.09 4 66 6.10 7 55
H Profit Earning Capacity 

Value
-At 15% Cap Rate 19 53 23 40 27 27 31.06 40.66 50 33
-At 12 % " 24.41 29 25 34 08 38 83 50 83 62 91
-At 10% " 29 30 35-10 40 90 46 60 61.00 75 50
-At 8% 36 62 43 87 51 12 58 25 76 25 94 37

I Fan-value Based on the 
above PECV and NAV 
-At 15 % Cap. rate 16.31 18 24 20 18 2703 31.83 36 66
-At 12 % - “ 18 75 21 17 23 58 30.91 36 91 42 95
-At 10% “ “ 21 19 24 09 26 99 34.80 42 00 49 25
-At 8% - - 24 85 28 48 32.10 40.62 49 62 58.68

J D = C/B . G = F /B H = G
---------------------------------------- * JOO • I = (D + H)/2
Respective Capitalisation rate
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STATEMENT NO. C - 19
____________________________________________ (Fir m 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

1 2 3 4 5 6 7 8
A Number of Equity Share 10 02 10 02 10.02 10.02 10.02 10.02

at the time of issue
Add Coil of Part ‘A’
Deb

Con of Part -B’

B
Deb
Total No of Shares 10 02 - 10 02 10 02 10.02 10 02 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 19 11
E PAT AsperCCl 52 68 52 68 52 68 52 68 52 68 52 68

Add' Return on face 17.02 25 53 34 05 17.02 25.53 34 05
value of new capital part 
'A’
Return on Premium 25 54 37.95 51 09

F

Amount of new Capital 
Part A
New PAT 69.70 78.21 86.73 95.24 116.52 137 82

O Earning per share 6.95 7 80 8 65 9.50 11.62 13.75
H Profit Earning Capacity 

Value
-At 15 % Cap rate 46 33 52 00 57 66 63 33 77 47 91 67
-At 12 % “ “ 57.91 65 00 72.08 79.17 96 83 114.58
-At 10 % " " 69.50 78 00 86.50 95 00 116 20 137 50
-At 8% “ - 86.87 97 50 108 12 11875 145 25 171.87
1 Fairvalue Based on the 
above PECV and NAV 
-At 15 % Cap rate 32 72 35 55 38 38 4122 48 29 55.39
-At 12% “ “ 38 51 42 05 45 59 49 14 57.97 66 84
-At 10 % " " 44 30 48 55 52 80 57 05 67 65 78 30
-At 8% " “ 52 99 58 30 63.61 68.93 82.18 95 49

O
J D = C/B ,G = F/B ,H=----------------------------------------- *100. . I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. D - 19
________11ip in 1 ,io!

Sr Particulars Excluding the cotnertthle securities from the total munbei ot paid up equitx
No shares and if profit uttei tax includes return on new capital at

Face Value at Offer Price at
50% of 75% of )()(Bo of 50% of 75% ot 100% ot
RONW RONW RONW RONW RONW R( )NW

1 T 4 5% 6 7 8
A Nunibei ot 1 quite Share 10 02 10 02 10 02 10 02 10 02 10 02

at the time ot issue
Add Con ot Bait A
Deb

Con ot Bait B

B
Deb
1 otal No ol Shales 10 02 It) 02 1002 10 02 H) 02 10 02

t Net Vs oi th 191 48 191 48 191 48 19! 48 19! 48 191 48
!’■ N A V Pei Share 19 1 1 19 II 19 11 19 ! 1 19 11 19 1 1

P A I As pei CCI 52 68 52 68 52 68 52 68 52 68 52 68
Add Return on face 54 04 51 06 68 10 54 04 51 0t> 68 !0
\ahie ol new capital pait
A

Return on Premium 61 08 76 62 102 18

l

Amount ot new Capital
Pail A
New PA 1 86 72 105 74 120 7,8 157 80 180 56 222 96

0 1 anting per share 8 65 10 55 12 05 15 75 18 00 22 19
ii Piolit 1 annua CapaciU 

Value
-At 15 °'n Cap rale 57 (><•> 09 00 8!) 55 91 67 120 00 147 9 5
-At 12 "'ii " - 72 OX 86 25 10041 114 58 150 00 184 91
-At lo";, • • 8o 50 105 50 12!) 50 157 50 180 00 221 90
-At X% - - l()X 12 129 57 150 62 171 87 225 00 277 57
i 1 amaltie Based on the 
above PI CVand NAV 
-At 15 % Cap rate 58 58 44 05 49 72 55 59 69 55 85 52
-At 12% 45 59 52 68 59 76 66 84 84 55 102 01
-At It)'ill ’ " 52 Xt) (.1 50 69 80 78 50 99 55 120 50
-At X % 65 61 74 24 84 86 95 49 122 05 148 24

C !

J D = C/B ti = 1 / U II- -------------- ------- --------------------  *|00 I = (D + 111 / 2
RespeUne Capitalisation late



3.21: S. M. DYECHEM LIMITED

3.21.1: COMPANY BACKGROUND:

S M DYECHEM LIMITED was incorporated under The Companies Act 1956 on 

3rd 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-11 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, Rs41 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, i e, 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 00% 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 31 55, Rs 59 20, Rs 86 85 and Rs 128 35 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 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.55 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-20, the P.E.P.S and 

FDEPS stood at Rs,1.77 and Rs 0 97 Accordingly, the company could have 

charged premium of Rs. 1 15, Rs 2 63 and Rs.4 18 at the capitalisation rate of 

12%, 10% and 8% on the basis of PEPS calculations; while on the basis of 

FDEPS, the company 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 14 07 to Rs 462.61 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

E P S., PECV, N A V , 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.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.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
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ANNEXURE 20 - X 
NET ASSET VALUE (NAV)

Name of the Company : S M DYKCIIEM IJMFIED 
According to the audited balance sheet as at 30th June 1990.

Rs Rs
(Lacs) (Lacs)

Total Assets 5490 84 Shareholders fund
Deduct all liabilities (1) Equity Capital 377.40
1 Prelerence capital nil (2) Tree reserves 692 30
2 Secured & unsecured borrowings 3756 16 Total 1069 70
3 Current liabilities 664 98 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net vv orth 1069 70 Net worth 1069 70

Add
(1 )Tresh capital Issue at face Value

,
ml

Total 1069 70
Number of shares including Fresh and bonus issue 37 74
NAV per share 28 35

ANNEXURE 20-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Prollt before tax Profit alter lax Dividend declared
I Aug 1987 60 18 50 18 23 76
2 Feb 1989 219 61 219 61 66 53
3 Feb 1990 403 10 338 10 113.22
Simple Average 227.63 202 63

or
Weighted Average ' 284 78 250 62

Average profit before tax (on the basis of Weighted Average) 284.78
Deduct
Provisions for taxation 34 16
Average profit after tax 250 62
Deduct Preference dividend nil
Net profit after lax 250 62
Add Contribution to piolit b\ fresh issue if any ml
Total profit alter tax 250 62
Number of equit\ share including fresh and bonus issue 37 74
Earning per share(HPS) 6 64
Profit Earning Capacitv Value (PECV) at 15 % capitalisation rate
(l e b> multiplving EPS bv 66)

15% 44.27
12% 55 33
10% 66 40
8% 83 00

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacitv

Value

Net Asset 
Value per 

share

Total of 
Col No (3) 

&(4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 44 27 28 35 72 62 36 31
2 12% 55 33 28 35 83 68 41 84
3 10 % 06 40 28 35 94 75 47 37
4 8% 83 00 28 35 111 35 55 67
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ANNEXURE 20-Z
CALCULATION OF AVERAGE MARKET PRICE

Sr. No Year Month I Iighest Lowest Monthly Yearly Average of Average
Market Market Average Average Monthly Market
Price Price Average Pnce

1 2 3 4 5 6 7 8 9
1 1988 57 00 19.50 38 25
2 1989 94 00 47 00 70 50

Mar 90 53 00 48 00 50 50
4 Apr 90 54 00 50 00 52 00
5 May 90 . 52.0!) 48 00 50 00 50 16 53 13
6 Jun 90 49 00 45 00 47 00
7 Jul 90 55 00 47 00 51 00
8 Aug 90 53 00 48 00 50 50

Total of Col . No. 6 301.00 Total of Col. No. 7 S 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 IN LACS)

P.E.P.S. F.D.E.P.S.
Number of Equity Shares at tire tune of Time of Issue 37.74 37 74
Add Part A' Conversion 103.69 103 69

Part B' Conversion 116 66
141 43 258 09

Profit Aller Ta\ 250 62 250.62
Earning Per Share (PEPS) 1 77
Earning Per Share (EDO’S) 0 97
Profit Earning Capacity Value

At 15 % Capitalisation Rate 11 80 6 47
At 12 % " 14 75 8.08
At 10 % “ 17 70 9.70
At 8 % 22 12 12 12

Net Worth 1069 70 1069 70
Net Asset Value Per Share 7 56 4.15
l air Value

A! 15 % Capitalisation Rate 9 68 5.31
At 12 % " 11 15 6 11
At 10 % " 12 63 6 92
At 8 % 14.18 8.13
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STATEMENT NO. A -20
_____________________________________ (Fig in 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 tire nelworth and 
if PAT includes return on new capital if PAT includes return on new capital 
A f 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 37.74 37 74 37 74 37 74 37 74 37 74

-Share at the time of 
issue
Add Corn- of Part A'1 103 69 103 69 103 69 103 69 103.69 103 69

U
Deb
Total No of Shares 141 43 141 43 141 43 141.43 141 43 141 43
Net Worth 1069 70 1069 70 1069 70 1069.70 1069 70 1069 70
Add. l ace Value of the 1036 90 1036 90 1036 90 1036 90 1036 90 1036 90
total No of new equity 
slimes
- Shares premium of the 2073.80 2073 80 2073.80

C

total No of New Equity 
shares
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 29 55 29 55
E Profit Alter 1 a\ As per 250 62 250 62 250 62 250 62 250 62 250 62

CCI
Add Return on New' 163 83 245 74 327 66 491 49 737 23 982 98

I-
Capital
New P A T 414 45 496 36 578.28 742 11 987 85 1233 60

G Earning per share 2 93 3 51 4 08 5 24 6 98 8 72
11 Profit Earning Capaettv 

Value '
-At 15% Cap Rate 19 53 23 40 27 20 34 93 46 53 58 13
-At 12% - 24 41 29 25 34 00 43 67 58 17 72 66
-At 10% - 29 30 35.10 40 80 52.40 69 80 87 20
-At 8% 36 62 43 87 51 00 65 50 87.25 109 00

1 lairvalue Based on the 
above PI .CV and NAV 
-At 15 % Cap rate 1721 19 15 21 05 32.24 38 04 43 84
-At 12 % - ■ " 19 65 22 07 24 45 36 61 43 26 51 10
-At 10% " " 22 10 25 00 27 85 40 97 49 67 58 37
-At 8% - - 25 76 29 38 32 95 47.52 58 40 69 27

J D = C/U • G = F / H 11 =

Respective

G
...... ..........................  *
Capitalisation rale

100: 1 = (D + Il)/2
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STATEMENT NO. B-20
(Fig m Lacs)

Particulars Including New Equity Capital (due to 
Conversion of part ’A' of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW •

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 37 74 37.74 37 74 37.74 37 74 37 74

Share at the time of
issue
Add Conv. of Part ‘A’ 103 69 103 69 103 69 103.69 103 69 103 69
Deb
Conv of Part "B’ Deb 116 66 116 66 116 66 116 66 116 66 116 66

B Total No of Shares 258 09 258 09 258.09 258.09 258.09 258 09
Net Wortli 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 equity 
shares
- Shares premium of the 3499.80 3499 80 3499 80

C

total No of New Equity 
shares
New Net Worth 3273 20 3273 20 3273 20 8846 80 8846 80 8846.80

D N A V Per Share 12 68 12 68 12 68 34.27 34 27 34 27
E Profit After Tax As per 250 62 250.62 250.62 250 62 250 62 250 62

CCI
Add. Return on New 348 15 522 22 696 13 1228 78 1843 17 2457 56

F
Capital
New PAT 598 77 772 84 946 92 1479 40 2093.79 2708 18

G Earning per share 2 32 2.99 3 66 5.73 8 11 10 49
II Profit Earning Capacity 

Value
-At 15% Cap Rate 15.46 19 93 24 40 38.20 54.06 69.93
-At 12% " 19 33 24 91 30 50 47.75 67 58 87 41
-At 10% " 23 20 29 90 36 60 57 30 81 10 104 90
-At 8% 29 00 37 37 45.75 71.62 101 37 131 12

I 1 airvalue Based on the 
above PECV and NAV 
-At 15 % Cap. rate 14.07 16 30 18 54 36 23 44.16 52 10
-At 12% " " 16 00 18 79 21 59 41.01 50.92 60 84
-At 10% - " 17 94 21 29 24 64 45.78 57 68 69.58
-At 8% - “ 20 84 25 02 29 21 51.94 67.82 82.69

J D = C/R G = F/B IP G
100:

Respective Capitalisation rate
I = (D + H)/2

i
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STATEMENT NO. C-20
(Fig in Lacs)

Sr-
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

! 2 3 4 5 6 7 8
A Number of Equity Share 37 74 37 74 37 74 37.74 37 74 37 74

at the tune of issue
Add Con of Part ‘A’ -
Deb
Con of Part IT Deb '

B Total No of Shares 37 74 37 74 37 74 37 74 37 74 37 74
C Net Worth 1069 70 1069 70 1069 70 1069 70 1069 70 1069 70
D N A V Per Share 28 35 28 35 28 35 28 35 28 35 28 35
h P A T As per CCI 250 62 250 62 250 62 250.62 250.62 250 62

Add Return on face 163 83 245 74 327.66 163.83 245.74 327 66
value of new capital part 
'A'
Return on Premium 327.66 491 49 655 32

F

Amount of new Capital 
Part A
New P.A T 41445 496 36 578 28 742.11 987,85 1233 60

0 Earning per share 10 98 13 15 15 32 19.66 26,17 32.68
11 Profit Burning Capacity 

Value
-At 15 % Cup rate 73 20 87 67 102.13 131.06 174 46 217.86
-At 12% - - 91 50 109,58 127.66 163.83 218 08 272 33
-At 10% " " 109 80 131 50 153 20 196.60 261.70 326 80
-At 8% " ” 137 25 164 37 191 50 245 75 327.12 408 50
1 l'uuvuluc Bused on the 
above PKCV and NAV 
-At 15 % Cap rate 50 77 58 01 65 24 79.70 101 40 123 10
-At 12 % " “ 59.92 68 96 78 00 96.09 123 21 150 34
-At 10% - " 69 07 79 92 90 77 112 47 145 02 177.57
-At 8 % - - 82 80 96 36 109 92 137.05 177 73 218 42

J D = C / B (i = 1-7 B • I I =
O

---------------------------------------------------------------- * 100 .

Respective Capitalisation rate
I = (D + II) / 2



STATEMENT NO. D - 20
_________________________ _______ __(Tig in Lacs)__________________________________________
Sr Particulars Excluding the convertible securities from the total number of paid up equitv
No shares and if profit alter 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 Equits Share 37 74 37.74 37 74 37.74 37 74 37 74

at the time of issue
Add Con of Part A‘
Deb
Con of Part B' Deb

B Total No of Shares 37 74 37 74 37 74 37.74 37 74 37 74
C Net Worth 1069 70 1069 70 1069 70 1069 70 1069 70 1069 70
D N A V Per Share 28 35 28 35 28.35 28 35 28 35 28 35
i: I’ A P AsperCCi 250 62 250 62 250 62 250.62 250 62 250 62

Add Return on face 348 15 522 22 696 30 348 15 522 22 696,30
value of new capital part
A‘

Return on Premium 880 63 1320.95 1761 26

F

Amount of new Capital 
Part A
New P A T 598 77 772 84 946 92 1479 40 2093 79 2708 18

G Earning per share 15 86 20 47 25 09 39 19 55 47 71 75
11 Profit Taming Capacity 

Value
-At 15 % Cap rate 105 73 136 46 167 26 261 26 369 80 478 33
-At 12% " - 132 16 170 58 209 08 • 326 58 462 85 597 91
-At 10% " - 158 60 204 70 250 90 391 90 554 70 717 50
-At 8% - - 198 25 255 87 313 62 489,87 693 37 896 87
1 1 turvalue Based on the 
above Pi-CV and NAV 
-At 15 % Cap rate 67 04 82 40 97 8!) 144 80 199 07 253 34
-At 12 % - ” 80 25 99 46 11871 17746 245 30 313 13
-At 10% " “ 93 47 116 52 139 62 210 12 291 52 372 92
-At 8% - '• 113 30 142 11 170.98 259 11 360 86 ' 462 61

Ci
J D = C/B U = I'/B 11= ----------------------------------------- *100 I = (D+ H)/2

Respective Capitalisation rate

245



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 Rs 218 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 pre-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, i e, 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
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meaning thereby that the company has collected less amount by Rs 257.04, 

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, theP.EPS. stood at 

Rs 15 12, Accordingly, the company could have charged premium of Rs 10.63, Rs 

23 23 and Rs 42 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 Rs 93.55 to Rs 539 20 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

EPS, PECV, N.A.V., capitalisation rate, R.O 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.G I. 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
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ANNEXURE 21 -X 
NET ASSET VALUE (NAV)

Name of the Company : THE DHAMPUR SUGAR MILLS LIMITED 
According to the audited balance sheet as at 31st March, 1991.

Rs Rs.
(Lacs) (Lacs)

Total Assets 11061 77 Shareholders fund
Deduct all liabilities (1) Equity Capital 120 00
1 Preference capital ml (2) Free reserves 212142
2 Secured & unsecured borrowings 5474 51 Total 2241 42
3 Current liabilities 3345 84 Deduct contingent nil

liabilities
4 Contingent liabilities ml
Net worth 224! 42 Net worth 2241 42

Add
(1 )Fresh capital Issue at Face Value ml

Total 2241 42
Number of shares including Fresh and bonus issue 12.00
NAV per share 186.78

ANNEXURE 21 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 Dec 1986 308 09 307 90 —

2 Dec. 1987 152,10 151.86 2.34
3 Mar 1989 547 38 487 38 3 17
2 Mur 1990 807 16 647.16 12 18
3 Mar 1991 514.07 514.07 25 20
Simple Average 465 76 421 67

or
Weighted Average

Average profit before tax (on the basis of Simple Average) 465 76
Deduct
Provisions for taxation 15 23
Average profit after tax 450 53
Deduct. Preference dividend ml
Net profit after tax 450 53
Add Contribution to profit b\ fresh issue if any ■ . ' nil
Total profit after tax 450.53
Number of equity share including fresh and bonus issue 12.00
Earning per share(EPS) 37 54
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 

. (i e by multiplying EPS by 66)
15% 250 27
12% 312 83
10% 375 40
8% 469 25

(
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FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&(4)

Fair Value
Col No. (5) 
divided by 

two

Remarks

l 2 3 4 5 6 7
l 15 % 250 27 186 78 43705 21852
2 12% 312 83 186 78 499 61 249 80
3 10% 375 40 186 78 562 18 281 09
4 8% 469 25 186.78 656.03 328 01

ANNEXURE 21 - Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Month Highest
Market
Price

Lowest
Market
Price

Monthly
Average

Yearly
Average

Average of
Monthly
Average

Average
Market
Pnce

1 2 3 4 5 6 7 8 9
1 1989 100 00 12 00 56.00
2 1990 280 00 100 00 190 00
3 1991 388.00 172 00 280.00
4 r May 91 330 00 300 00 315 00
5 Jun 91 342 00 330 00 336 00
6 Jul 91 360 00 335 00 347 50 30764 18341
7 Aug. 91 385 00 340 00 362.50
8 cb Sep 91 388.00 385 00 386 50
9 xb Sep 91 205.00 172.00 188.50
10 Oct. 91 235 00 200 00 217 50

Total of Col . 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

TATEMENTNO. U-21
CALCULATION OF FAIR VALUE BASED ON E.P.S. WORKED OUT AS PER 

U.S.A. REPORTING SYSTEM.

(FIG IN LACS 1
P.E.P.S.

Number of Equity Shares at the time ol'Time of Issue 12 00
Add Part 'A’ Conversion 17.78

Part 'B’ Conversion —
29 78

Profit After Tax 450 53
Earning Per Share (PEPS) 15.12
Earning Per Share (FDEPS) —

' Profit Earning Capacity Value
At 15 % Capitalisation 100 85
At 12 % ” 126 00

. At 10 % “ 151 20
At 8 % ■' 189 00

Net Worth 2241 42
Net Asset Value Per Share 75 27
Pair Value

At 15 % Capitalisation Rate 88 06
At 12 % 100 63
At 10 % “ 113 23
At 8 % " 132 13
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STATEMENT NO. A-21
(Fig m Lacs)

Particulars Including New Equity Capital (due to 
Conversion of part ’A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of. 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity 12 00 12 00 12 00 12 00 12 00 12.00

Share at the time of 
issue
Add Conv, of Part ‘A’ 17 78 17 78 17 78 17.78 17.78 17 78

B
Deb
Total No of Shares 29.78 29 78 29.78 29 78 29 78 29 78
Net Worth 2241 42 2241 42 2241 42 2241 42 2241.42 2241 42
Add Face Value of the 177 75 177.75 177 75 177.75 177.75 177 75
total No of new equity 
shares
- Shares premium of the 1422 22 1422.22 1422 22

C

total No of New Equity 
shares
New Net Worth 2419.17 2419 17 2419 17 3841 39 3841 39 3841 39

D N A V. Per Share 81 23 81 23 81.23 128 99 128 99 128 99
E Profit After Tax As per 450 53 450 53 450 53 450.53 450.53 450 53

CCI
Add' Return on New 22.52 33 79 45 04 202 72 304.15 405.43

F
Capital
NewPAT 473.05 484 32 495 57 653.25 754.88 855 96

G Earning per share 15.88 16 26 16.64 21.94 ,25 34 28 74
11 Profit Earning Capacity 

Value
-At 15 % Cap Rate 105 87 108 40 110.93 146 27 168 93 191 60
-At 12% “ 132 33 135 50 138 67 182.83 211 17 239 50
-At 10% “ 158 80 162 60 166 40 ' 219 40 253 40 28740
-At 8% 198.50 203 25 208 00 274 25 316 75 • 359 25

1 Fairvalue Based on the 
above PHCV and NAV 
-At 15 % Cap rate 93.55 94.82 96 08 137 63 148.96 160.90
-At 12 % - “ • 106 78 108 37 109 95 155 91 170 08 184 25
-At 10% " “ 120.02 121 92 123 82 174.19 191.20 208.20
-At 8% “ " 139 87 142 24 144 62 201.62 222 87 244 12

J D = C/B • G = F/B : H = G

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



STATEMENT NO.C-21
(Fig in Lacs)

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at

!
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 12.00 12 00 12.00 12.00 , 12.00 12.00

at the time of issue
Add: Con. of Part ‘A’
Deb
Con. of Part ‘B’ Deb.

B Total No.of Shares 12 00 12 00 12 00 12 00 12.00 12.00
C Net Worth 2241.42 2241.42 2241 42 2241.42 2241.42 2241 42
D N. A V. Per Share 186.78 186.78 186,78 186.78 186.78 186.78
E P. A.T. AsperCCI 450 53 450.53 450.53 450.53 450.53 450.53

Add: Return on face 22.52 33.79 45 04 22.52 33.79 45.04
value of new capital part 
'A’
Return on Premium 180.20 270.36 360.39

F

Amount of new Capital 
Part A
New P.A T. 473.05 484 31 495.57 653.25 754.68 855.96

G Earning per share 39.42 40.36 41.30 5443 62 89 71.33
H Profit Earning Capacity 

Value
-At 15 % Cap, rate 262 80 269.07 275.33 362.87 419.27 475.53
-At 12% “ “ 328.50 336 33 344 17 453.58 524.08 594.41
-At 10% “ “ 394.20 403.60 413.00 544.30 628.90 713.30
-At 8% " “ 492 75 504 50, 516.25 680.37 786.12 891.62
I Fairvalue Based on the 
above PECV and NAV 
-At 15 % Cap. rate 224.64 227.92 231.05 274.82 303.02 331.15
-At 12% “ “ 257 64 261.55 265.47 320 18 355 43 390 59
-At 10% “ " 290.49 295 19 299.89 365 54 407.84 450.04
-At 8% “ “ 339.76 345.64 351.51 433.57 486.45 539.20

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

Respective Capitalisation rate
* 100. I = (D + H) / 2
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3.23: VARUN SHIPPING COMPANY UMITED

3.23.1: COMPANY BACKGROUND:

VARUN SHIPPING COMPANY LIMITED was incorporated as a private limited 

company on 29th January 1971 and was converted in to a public limited company 

on 18th 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 

acquisition 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 toRs.4532.30 

lacs. As per the Conversion terms given in the prospectus, part-I 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 per 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.l 14.90 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 

F.D.E.P.S. stood at Rs.1.59 and Rs.l.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 F.D.E.P.S., the 

company can not charge premium alltogether. Infact, on the basis of F.D.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.l2.95 to Rs.l23.87 being minimum and maximum 

fairvalues respectively which are worked out based on different combinations of 

E P S., PECV, N.A.V., 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.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.I. was underpriced by
I

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 (NAV)

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 7927.69 Shareholders fund
Deduct all liabilities (1) Equity Capital 886 71
1. Preference capital ml (2) Free reserves 687 02
2 Secured & unsecured borrowings 5262 03 Total 1573 73
3 Current liabilities 1091 93 Deduct contingent nil

liabilities
4. Contingent liabilities ml
Net worth 1573 73 Net worth 1573.73

Add
(1 )Fresh capital Issue at Face Value nil

Total 1573 73
Number of shares including Fresh and bonus issue 88 67
NAV per share 17 74

ANNEXURE 22 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

YearProfit before tax Profit after tax Dividend declared
1 Nov 1987 103.38 87 10 67.00
2 Mar 1989 280 19 236 44 155.52
3 Mar 1990 _________543 04455 23 221 80
Simple Average 308.87 259 59

or
Weighted Average 382.15 320 95

Average profit before tax (on the basis of weighted Average) 382.15
Deduct
Provisions for taxation 61 20
Average profit after tax 320.95
Deduct Preference dividend nil
Net profit after tax 320 95
Add: Contribution to profit by fresh issue if any ml
Total profit after lax 320 95
Number of equity share including fresh and bonus issue 88.67
Earning per share(EPS) 3 62
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% 45,25

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&{4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 24 13 17.74 41 86 20.93
2 12% 30 16 17,74 47.90 23.95
3 10 % 36 20 17 74 53 94 26.97
4 8% 45 25 17 74 62.99 31 49
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ANNEXURE 22 - Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year' Month Highest Lowest Monthly
Market Market Average
Price Price

Yearly
Average

Average of
Monthly
Average

Average
Market
Price

1 2 3 4 5 6 7 8 9
1 1988 28 00 11.00 19.50
2 1989 28 50 16 50 22 50
3 1990 37 50 22 50 30.00
4 Sep 90 25 00 23.00 24 00
5 Oct 90 24 00 21.00 22 50
6 Nov 90 24 00 21.00 22.50 22.25 23 56
7 Dec 90 23.00 20 00 21 50
8 Jan 91 22 00 20 00 21.00
9 Feb 9! 24 00 20 00 22 00

Total of Col.No .6 133.50 Total of Col. No. 7 & 94.25
Divided by months 8 Divided by no.of ‘

6 items 4
« 22.25 = 23.56

STATEMENT NOU-22
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.P.S.
Number of Equity Shares at the time of Time oflssue 88 67 88.67
Add ■ Part A’ Conversion 113 30 113 30

Part ’B’ Conversion 113 30
201 97 315.27

Profit After Ta\ 320 95 320.95
Earning Per Share (PEPS) 1 59
Earning Per Share (FDEPS) 1 01
Profit Earning Capacity Value

At 15 % Capitalisation 10 60 6 73
At 12 % " 13.25 8.41
At 10 % “ 15 90 10 10
At 8 % “ 19 87 1262

Net Worth 1573 73 1573 73
Net Asset Value Per Share 7.79 4 99
Fair Value

At 15 % Capitalisation Rate 9 19 5.86
At 12 % “ 10 52 6 70
At 10 % - 11 84 7.54
At 8 % 13 83 8 80
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STATEMENT NO. A-22

Particulars Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its FACE VALUE in the networth and

_________________ (Fig m Lacs )_____
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 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 Equity 88 67 88 67 88.67 88.67 88 67 88 67

Share at the time of
issue
Add Conv of Part ‘A’ 113.31 11331 113 31 11331 113 31 113 31

B
Deb
Total No of Shares 201 98 201 98 201 98 201 98 201 98 201 98
Net Worth 1573.73 1573 73 1573 73 1573 73 1573 73 1573 73
Add- Face Value of the 1133.10 1133.10 1133 10 1133 10 1133.10 1133 10
total No of new equity 
shares
- Shares premium of the' 1133.10 1133 10 1133 10

C

total No of New Equity 
shares
New Net Worth 2706 83 2706 83 2706 83 3839 93 3839 93 3839 93

D N. A V Per Share 13.40 13 40 13.40 19.01 19.01 19.01
E Profit Alter Tax As per 320 95 320 95 320 95 320.95 320 95 320 95

CCI
Add- Return on New 163 84 245.76 327 69 327.69 491 53 655 38

F
Capital
New P,A T 484 79 566.71 648 64 648 64 812.48 976 33

G Earning per share 2.40 2 80 321 321 4 02 4.83
11 Profit Earning Capacity 

Value
-At 15% Cap Rate 16.00 18 67 21 40 21 40 26 80 32 20
-At 12 % - 20 00 23 33 26 75 26 75 33 50 40 25
-At 10% " 24 00 28 00 32 10 32.10 40 20 48 30
-At 8% 30 00 35 00 40 12 40 12 50.25 60.73

I Fairvalue Based on the 
above PECV and NAV 
-At 15 % Cap. rate 14 70 16 03 17 40 20.20 22.90 25 60
-At 12 % " “ 16 70 18.36 20 07 22.88 26 25 29 63
-At 10% •• - 18 70 20.70 22,75 25 55 29 60 33 65
-At 8% - “ 21 70 24.20 26 76 29.56 34 63 39 69

J D = C/ B G = F/ B - H = G
* 100: 1 = ro + HI n

Respective Capitalisation rate
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STATEMENT NO. B-22
(Fig m Lacs)

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

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 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 time of
issue
Add Conv of Part 'A' 113 31 113 31 11331 11331 113.31 113.31
Deb
Conv, of Part 'B’ Deb 113 31 113 31 113.31 113.31 113.31 113.31

B Total No.of Shares 315 29 315.29 315.29 315 29 315.29 315.29
Net Worth 1573.73 1573 73 1573.73 1573.73 1573.73 1573.73
Add4 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 2266 20 2266.20 2266.20

C

total No. of New Equity 
shares
New' Net Worth 3839.93 3839 93 3839 93 6106 13 6106 13 6106 13

D N A V Per Share 12 17 12 17 12 17 19.36 19 36 19 36
E Profit After Tax As per 320.95 320 95 320.95 320.95 320.95 320.95

CCI
Add. Return on New 327 69 491 53 655 38 655.38 983.07 1310 77

F
Capital
New PAT 648 64 812 48 976 33 976.33 1304 02 1631 72

G Earning per share 2.06 2 57 3 10 3 10 4.13 5.17
II Profit Earning Capacity 

Value
-At 15% Cap Rate 13.73 17 13 20 67 20.67 27 53 36 46
-At 12% “ 17 17 21 41 25 83 25 83 34.41 43.08
-At 10 % - 20.60 25 70 31 00 31.00 41.30 51 70
-At 8% 25.75 32 12 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 20 01 23 44 26.91
-At 12% “ *• 14 67 16 79 19 00 22.59 26.88 31 22
-At 10% “ “ 16.38 18 93 21.58 25.18 30 33 35.53
-At 8% " - 18% 22 14 25.46 29.05 35.49 41 99

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

Respective Capitalisation rate
■*100- I = (D + H)/2
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STATEMENT NO. C-22
(Fig m Lacs)

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
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 issue
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 1573 73 1573.73 1573.73 1573 73 1573 73
D N. A. V. Per Share 17 74 17 74 17 74 17.74 17.74 17 74
E P A. T. As per CCI 320.95 320.95 320.95 320.95 320.95 320.95

Add Return on face 163.84 245.76 327 69 163.84 245.76 327 69
value of new capital part 
’A'
Return on Premium 163.85 245.77 327.69

F

Amount of new Capital 
Part A
New P.A T. 484.79 566 71 648 84 648.84 812.48 976 33

G Earning per share 5 46 6 39 731 7.31 9.16 11 01
H Piolit Earning Capacity 

Value
-At 15 % Cap rate 36.40 42 60 48.73 48.73 61.07 73.40
-At 12% “ “ 45.50 53.25 60 91 60.91 76.33 9175
-At 10 % ” " 54 60 63 90 73 10 73.10 91.60 110.10
-At 8% - “ 68 25 79 87 91 37 91.37 114 50 137.62
I Fairvaluo Based on the 
above PECV and NAV 
-At 15 % Cap rate 27.07 30 17 33.23 33.23 39 40 45 57
-At 12 % " “ 31 62 35.49 39.32 39.32 47.03 54 74
-At 10 % “ - 36 17 40.82 45.42 45.42 54.67 63.92
-At 8% “ “ 42 99 48.80 54.55 54.55 66.12 77 68

G
J D = C/B G = F/B .H =----------------------------------------- *100

Respective Capitalisation Rate
I = (D + H) / 2
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STATEMENT NO. D-22
_(Fig in Lucs)
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 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 

at the time of issue
88 67 88 67 88 67 88.67 88 67 88 67

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 1573 73 1573.73 1573.73 1573.73 1573 73
D N A V. Per Share 17 74 ' 17 74 17 74 17 74 17.74 17.74
E P. A T As per CCI 320 95 320.95 320.95 320.95 320 95 320 95

Add. Return on face 
value of new capital part 
’A’
Return on Premium

327 69 491 53 . 655 38. 327.69 491.53 655 38

— -- -- 327.69 491 54 655.39
Amount of new Capital
Part A

F New P.A T 648.64 812 48 976.33 976 33 1304 02 1631 72
G Earning per share 731 9.16 11.01 11.01 14 70 18 40
11 Profit Earning Capacity 

Value
-At 15 % Cap. rate 48.73 61 07 73.40 73.40 98 00 122.66
-At 12% “ “ 60 91 76 33 91 75 91.75 122 50 153 33
-At 10% " “ 73 10 91.60 110 10 110.10 14700 184 00

1
-At 8% “ “
Fairvalue Based on the 
above PHCV and NAV

91.37 114.50 137 62 137.62 183 75 230.00

-At 15 % Cap rate 33 23 39 40 45 57 45.57 57 87 70.20
-At 12 % “ “ 39.32 47.03 54.74 74.74 70 12 85 53
-At 10 % “ “ 45 42 54.67 63 92 63.92 82 37 100 87
-At 8% " " 54 55 66 12 77.68 77.68 100 74 123 87

G
J D = C / B : G = F/ B • H =---------------------------------------*100- I = (D + H)/2

Respective Capitalisation Rate
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3.24 i VIDEOCON APPLIANCES LIMITED

3.24.1: COMPANY BACKGROUND:
VIDEOCON APPLIANCES LIMITED was incorporated on 8th 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-Public issue of 45,00,000, 12.5% secured fully 

convertible debentures of R.s.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. Thepart-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, i.e., 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.l 1.72, 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 

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 P.E.P.S. and 

F.D.E.P.S. stood at Rs.5.93 and Rs.2.79 respectively. Accordingly, the company 

could have charged premium of Rs.l8.09, Rs.23.08, Rs.27.98 and Rs.35.39 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 could have charged 

premium of Rs.3.2l, 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 

E.P.S., P.E.C.V, N.A V., 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 50 28% which were highly 

disproportionate
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ANNEXURE 23-X 
NET ASSET VALUE (NAV)

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

Rs Rs

Total Assets
(Lacs) 

8359 05 Shareholders fund
(Lacs)

Deduct all liabilities (1) Equity Capital 747.50
1 Preference capital ml (2) Free reserves 1247 03
2 Seemed & unsecured borrowings 4356 66 Total 1994 53
3 Current liabilities 2007 86 Deduct contingent

liabilities
ml

4 Contingent liabilities ml
Net worth 1994 53 Net worth 1994 53

Add
(1 )Fresh capital Issue at Face Value Nil

Total 1994 53
Number of shaies including Fresh and bonus issue 74 75
NAV per share 26 68

ANNEXURE 23 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

YearProfit before tax Prolit after tax Dividend declared
1 March 1989 31,12 26 12
2 March 1990 54 ! 66 44166 149 38
3 March 1991 ________1246 431116 43 186 88
Simple Average 606 40 528 07

or
Weighted Average 808 95 709 78

Average prolit before tax (on the basis of Weighted Average) 808 95
1 )educt
Provisions for taxation 99 17
Average profit a Her tax 709 78
Deduct Preference dividend ml
Net profit after lax 709 78
Add Contribution to profit bv fresh issue if any ml
Total prolit alter tax 709 78
Number of equity share including fresh and bonus issue 74 75
burning per share(HPS) 9 50
Piofit Kaming Capacity Value (PECV) at 15 % capitalisation rate 
(ic b\ multiplying EPS by 66)

15% 63 33
12% s 79 17
10% ' 95 00
8% 118 75

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rale

Prolit
Laming
Capacity

Value'

Net Asset 
Value per 

share

Total of
Col No (3) 

&(4)

Fair Value- 
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
! 15% 63 33 26 68 90 01 45 00
2 12% 79 17 26 68 105 85 52 93
3 10% 95 00 26 68 155.68 60 84
4 8% 118 75 26 68 145 43 72 71
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ANNEXURE 23 - Z
CALCULATION OF AVERAGE MARKET PRICE

Sr No Year Mon tli Highest
Market
Price

Lowest
Market
Pnee

Monthly
Average

Yearly
Average

Average of
Monthly
Average

Average
Market
Price

1 2 3 4 5 6 7 8 9
1 1989 78 00 38 73 58 37
2 1990 220 00 33 00 126 50
3 1991 140 00 70 00 105 00
4 Jan 91 86 00 70.00 78 00
4 Feb. 91 126 00 77 00 101 50
5 Mar 91 123 00 96 00 109.50 107 83 99 43
6 Apr 91 133 00 106 00 119 50
7 May 91 128 00 115 00 121 50
8 Jun 91 126.00 108 00 117 00

Total of Col.No 6 647.00 Total of Col. No. 7 & 397.70
Divided by months 8 Divided by no. of

6 items 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 IN LACS)

P.E.P.S. F.D.E.P.S.
Number of Equity Shares at the time ofTime of Issue 74 75 74 75
Add. Part 'A‘ Conversion 45 00 45.00

Part 'B' Conversion 135.00*
119 75 254 75

Profit After Ta\ 709 98 709.98
Earning Per Share (PEPS) 5 93
Earning Per Share (FDEPS) 2.79
Profit Earning Capacity Value

At 15 % Capitalisation 39 53 18 60
At 12 % " 49 42 23 25
At 10 % - 59 30 27 90
At 8 % " 74 12 34 87

Net Worth 1994 53 1994.53
Net Asset Value Per Share 16 66 7 83
1 air Value

At 15 % Capitalisation Rate 28 09 1321
At 12 % - 33 08 15.54
At 10 % " 37 98 17 86
At 8 % " 45.39 21 35

*As per conversion terms maximum chargeable



STATEMENT NO. A-23
(Fig m Lacs)

Sr
No

Pat Oculars Including Nesv Equity Capital (due to 
Conversion of [rail ’A’ of debenture) at 
its FACE VALUE in the netxvorth and 
if PAT includes return on nesv capital 
AT

Including Nesv Equity Capital (due to 
Conversion of part *A‘ of debenture) at 
its OFFER PRICE m die netsvorth and 
if PAT includes return on nesv capital 
AT

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A A Number of Equity 

Share at the time of
issue

74.75 74 75 74.75 74 75 74.75 74 75

Add Con of Part ‘A’ 
Debenture

45 00 45 00 45 00 45 00 45 00 45 00

B Total No of Shares 119 75 119 75 . 119 75 119.75 119 75 119 75
Net Worth 1994.53 1994 53 1994 53 1994 53 1994 53 1994 53
Add Face Value of the 
total No of ness equity 
shares

450 00 450 00 450 00 450 00 450 00 450 00

- Shares- premium of the 
total No of Nesv Equits- 
shares

1800.00 1800 00 1800 00

C Nesv Net Worth 2444 53 2444 53 2444 53 4244 53 4244 53 4244 53
D N. A V Per Share 20 41 20 41 20 41 35 44 35 44 35 44
E P A TaxAsperCCI 709 78 709 78 709 78 709 78 709 78 709 78

Add Return on Nesv 
Capital

125 91 188 86 251 42 629 55 944 55 1259 32

F Ness P A T 835.69 898 64 961 60 1339 33 1654 33 1969 10
G - 
11

Earning per share
Profit Earning Capacits 
Value

6 98 7 50 8 03 11.18 13 81 16 44

-At 15 % Cap Rate 46 52 50 00 53 53 74 53 92 07 109 60
-At 12% " 58 17 62 50 66 92 93 17 115 08 137 00
-At 10 % - 69 80 75 00 80 30 111 80 138 10 164 40

I
-At 8%
Fail-value Based on the 
above PF.CV and NAV

87 25 93 75 100.38 139 75 172 63 205 50

-At 15 % Cap rate 33 47 35 21 36 97 54.99 63 76 72.52
-At 12 % ” - 39.29 41 46 43 67 64.31 75 26 86 22
-At 10 % " " 45.11 47 71 50.36 73.62 86 77 99 92
-At 8% -• ” 53 83 57 08 60 40 87 60 104 04 120 47

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

Respective Capitalisation rate
100 I = (D + H)/2



STATEMENT NO. B-23
(F'lg in Lacs)

Sr
No

Parlieului s Including New' Equity Capital (due to 
Conversion of part A' of debenture) at 
its FACE VALUE in the networlh and 
if PAT includes return on new capital 
AT ‘

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 
Af

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 "i 4 5 6 7 8
A A Number of Equity 74 75 74 75 74.75 74 75 74 75 74 75

Share at the time of 
issue
Add Con of Part 'A' 45 00 45 00 45 00 45 00 45 00 45.00
Debenture
Con of Part 'B- Deb 135.00 135 00 135 00 135 00 135 00 135 00

B Total No of Shares 254.75 254.75 254 75 254.75 254.75 254.75
Net Worth 1994 53 1994 53 1994 53 1994.53 1994 53 1994.53
Add. Face Value of the 1800 00 1800 00 , 1800 00 1800 00 1800 00 1800 00
total No.of new equity 
shares
- Shares premium of the 7200 00 7200.00 7200 00

C

total No of New IiquiU 
shares
New Net Worth 3794.53 3794 53 3794 53 10994.53 10994 53 10994 53

D N A V Per Share 14 90 14 90 14 90 43 16 43 16 43 16
h P A I u\ As per CC1 709.78 709 78 709 78 709.78 709 78 709 78

> Add Return on New 503.64 755 64 1007 28 2518 20 3778 20 5036 40

]•
Capital
New P A I 1243 42 1465 42 1717 06 322798 4487 98 5746 18

G Earning per share 4 76 5 75 6 74 12.67 17 62 22.56
ii Profit Earning Capauti 

Value
-At 15% Cap Rate 31 73 38 33 44 93 84.47 117 47 150 40
-At 12% - 39 67 47 92 56 17 105 58 146 83 188 00
-At 10% " 47 60 57 50 67 40 126 70 176 20 225 60
-At 8 % 59.50 71 88 84 25 158 38 220 25 282.00

I 1-aitvalue Based on the 
above PKCV and NAV 
-At 15 % Cap rate 23 32 26 62 29.92 63.82 80 32 96 78
-At 12% ” " 27 29 31 41 35 54 74 37 95 00 115 58
-At 10% - - 31 25 36 20 41 15 84.93 109 68 134.38
-At 8% ” " 37 20 43 39 49 58 100.77 131 71 162 58

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

Respective

G
._ ............. ......... *
z Capitalisation rate

100: I = (D + II)/2
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STATEMENT NO. C-23
(Fig in Lacs)

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

. 1 2 3 4 5 6 7 8
A Number of Equity Share 74 75 74 75 74 75 74 75 74.75 74 75

at the lime of issue
Add Con of Part 'A'
Debenture
Con of Part i)' Deb

B Total No of Shares 74.75 74 75 74 75 74.75 74 75 74 75
C Net Worth 1994 53 1994 53 1994 53 1994 53 1994 53 1994.53
D N A V Per Share 26 68 26 68 ' 26 68 • 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 Return on lace 125 91 188 86 251 82 125.91 188.86 251.82
value of new capital part 
'A'
Return on Premium 503.64 755.69 1007 50

F

Amount of new Capital 
Part A
New PA r 835 69 898 64 961 60 1339 33 1654.33 1969 10

G Earning per share 11 18 12 02 12 86 17.91 22 13 26 34
ii Profit Earning Capacity 

Value
-At 15 % Cap rate 74.53 80.13 85 73 119 40 147 53 175 60
-At 12% " - 93.17 100 16 107 16 149 25 184.41 219 50
-At 10 % " " 111 80 120 20 128.60 179 10 221 30 263.40
-At 8% - 139 75 150 25 160 75 223.87 276 62 329 25

i Fairvalue Based on the 
above PKCV and NAV 
-At 15 % Cap rate 50 60 53 40 56 20 73.04 87.10 101 14
-At 12% - " 59.92 63 42 66 92 87.96 105 54 123.09
-At 10% " " 69 24 73.44 . 77 64 102.89 123.99 145 04

• -At 8% ~ - 83 21 88.46 93 17 125.27 151.65 177 96

.1 D = C / B . C = F / B
G

11=------------------------------------------- * 100
Respective Capitalisation rate

1 = (D + II) / 2
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STATEMENT NO. D-23
(Fig in Laos)

Sr
No

Particulars Excluding the convertible securities from the total number of paid up equity 
shares and if profit alter tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8
A Number of Equity Share 

at the tune of issue
74.75 74 75 74.75 74 75 74 75 74 75

Add Con of Part 'A' 
Debenture

— — — — — —

Con of Part B' Deb. — — — __ — —
B Total No of Shares 74.75 74 75 74.75 74 75 74 75 74 75
C Net Worth 1994 53 1994 53 1994 53 1994 53 1994 53 1994 53
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 
value of new capital part 
’A’
Return on Premium 
Amount of new Capital 
Part A

377 73 566.73 755 46 377 73 566.73 755 46

-- — -- 1510.92 2266 92 3021 84

F New PAT 1087 51 1276.51 1465.24 2598.43 3543.43 4487.08
0
11

Earning per share
Profit Earning Capacih 
Value

14 54 17.07 . 19.60 34.76 47 40 60 02

-At 15 % Cap rate 96 93 113 80 130 67 231 73 316 00 400 13
-At 12 % " - 121.17 142.25 163 33 289 67 395 00 500 16
-At 10% ” " 145 40 170 70 196 00 347 60 474 00 600.20
-At 8% " -
I lamalue Based on the 
above PKCV and NAV

181 75 213 37 245 00 434 50 592 50 750 25

-At 15 % Cap. rate 61.80 70 24 78.67 129 20 171.34 213.40
-At 12% ” ” 73 92 84.46 95 00 158 17 210 84 263 42
-At 10 % " “ 86.04 98 69 111 34 167.14 250 34 313.44
-At 8% " - 104.21 120 02 135 84 230.59 309.59 388 46

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

♦ 100. : 1 = (D + H1/2
Respective Capitalisation rale
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3,25: VIDEOCON INTERNATIONAL LIMITED

3.25.1: COMPANY BACKGROUND:

VIDEOCON INTERNATIONAL LIMITED was incorporated on 19lh 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 share 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-If 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 i e., 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 Rs 22.72, Rs.66 38, Rs.110 92 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 P E P.S and 

F D E P S stood at Rs 19.67 and Rs 15 66 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 

F D.E P S , 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 

EP.S,PE.C.V, N.AV., capitalisation rate, R.O 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 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 

oftheCCI 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 

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)

'1 olal Assets 16468 30 Shareholders fund
Deduct all liabilities (1) Equity Capital 421 70
1 Preference capital ml (2) Free reserves 3342 60
2 Secured & unsecured borrowings 7177 60 Total 3764 30
3 Current liabilities 5526 40 Deduct contingent

liabilities
ml

4 Contingent liabilities ml
Net worth 3764 30 Net worth 3764.30

Add
(1 )Fresh capital Issue at Face Value *171 69

Total 3935 99
Number of shares including Fresh and bonus issue 59 34
NAV per share 66 33
* (Earlier F C D Issue Conversion)

ANNEXURE 24-Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 Sept 1987 ,9 02 746
2 March 1989 666 57 63157 100.00
3 March 1990  2916 382716 38 174 32
Simple Average — —

or
Weighted Average 1681.88 1569 96

Average profit before tax (on the basis of Weighted Average) 1681 88
Deduct
Provisions for taxation 111 92
Average profit after tax 1569 96
Deduct Preference dividend nil
Net profit after tax 1569 96
Add Contribution to profit by fresh issue if any nil
Total profit alter tax 1569 96
Number of equity share including fresh and bonus issue 59.34
Faming per share{ FPS) 26.46
Profit Faming Capacity Value (PFCV) at 15 % capitalisation rate 
(l e bv multiplying FPS by 66)

15% 176 40
12% 220 05
10% 264 60
8% 330 75

FAIR VALUE CALCULATION

Sr
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of 
Col. No (3) 

&(4)

Fair Value
Col. No (5) 
divided by 

two

Remarks

! 2 3 4 5 6 7
I 15% 176 40 66.33 242 73 121 36
2 12% 220 05 66.33 286 38 143 19
3 10% 264 60 66 33 330 93 165 46
4 8% 330 75 66 33 397 08 198 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
1 1988 53 00 38 00 45 50
2 1989 100 00 48 00 74.00
3 1990 232.00 65.00 148 50
4 Jul 90 118 00 98 00 108 00

1 Aug 90 140 00 95 00 117 50
5 Sep 90 218 00 134.00 352.00 181 00 112 25
6 Oct 90 232 00 165 00 198 50
7 Nov. 90 200 00 143 00 171 50
8 Dec 90 165 00 112 00 138 50

Total of Col No. 6 1086.00 ' Total of Col. No. 7 & 449.00
Divided by months — 8 Divided by no. of

6 items 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 IN LACS)

P.E.P.S. F.D. E.P.S.
Number of Equity Shares at the time of Time of Issue 59 34 59.34
Add Part 'A' Conversion 20.45 20 45

Part ’B’ Conversion 20 45
79 79 100 24

Profit After Tax 1569 96 1569 96
Earning Per Share (PEPS) 19 67
Earning Per Share (1DEPS) 15 66
Profit Earning Capacity Value

At 15 % Capitalisation 131 13 104 40
At 12 % " 163 92 130.50
At ID % " 196.70 156.60
At 8 % - 245 87 195.75

Net Worth 3935 99 3935.99
Net Asset Value Per Share 49.33 39.27
fair Value

At 15 % Capitalisation Rate 90 23 71 83
At 12 % " 106 62 84 89
At 10 % " 123 01 97 93
At 8 % 147 60 117 75
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STATEMENT NO. A-24
______________ ________________________(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 its OFFER PRICE m 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 5 4 5 6 7 8

A A Number of Equm 59 54 59 34 59 34 59 34 59 34 59 34
Share at five time of 
issue
Add Con of Part 'A' 20 45 20 45 20 45 20 45 20 45 20 45

B
Debenture
Total No.of Shares 79 79 79 79 79 79 79.79 79 79 79 79
Net Worth 3935 99 3935 99 3935 99 3935 99 3935 99 3935 99
Add Face Value of the 204.50 204 50 204 50 204 50 204 50 204 50
total No.of new equity 
shares
- Shares premium of the 2045.50 2045.50 2045.50

C

total No of New Equity 
shares
New Net Worth 4140 49 4140 49 4140 49 6185.99 6185 99 6185 99

D N A V Per Share 51 89 51.89 51 89 77.52 77.52 77 52
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

F
Capital
New P A T 1640 51 1675 78 1711 06 2346 21 2734 33 3122 46

G Earning per share 20 56 21 00 ‘ 21 44 29.40 34 26 39 13
11 Profit Earning Capacity 

Value
-At 15% Cap Rate 137 06 140.00 142 93 196 00 228 40 260 86
-At 12 % “ 171 33 175 00 178 67 245 00 285.50 326.08
-At 10% " 205 60 210 00 214.40 294.00 342 60 391 30
-At 8% 257 00 262 50 268 00 367 50 428 25 489 12

I Fairvahte Based on the 
above PKCV and NAV 
-At 15 % Cap rate 94.47 95 94 9741 136.76 152 96 169 19
-At 12% ” “ 111.61 113 44 115.28 161.26 181 51 201 80
-At 10% - “ 128 74 130 94 133 14 185 76 210 06 234 41
-At 8% " - 154 44 157 19 159 94 222.51 252 88 283 32

J D = C/B G = F/B • H = G
— --*100 i = iT) + hi n

Respective Capitalisation rate
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STATEMENT NO. B-24
(Fig in Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A' of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A A Number of Equity 

Share at the time of
issue

59 34 59.34 59 34 59 34 59 34 59 34

Add : Con of Part 'A’ 
Debenture

20 45 20 45 20 45 20 45 20 45 20 45

Con of Part 'B’ Deb 20 45 2045 2045 20.45 20 45 20.45
B Total No of Shares 100 24 100 24 100 24 100.24 100 24 100 24

Net Worth 3935 99 3935 99 3935 99 3935.99 3935 99 3935 99
Add Face Value of the 
total No of new equity 
shares

409 00 409.00 409 00 409 00 409 00 409 00

- Shares premium of the 
total No of New Equity 
shares

4091 00 4091.00 4091 (X)

C New Net Worth 4344 99 4344.99 4344 99 4344 99 4344 99 4344 99
D N A V Per Share 43 34 43 34 43 34 84.15 84 15 84 15
E P A TaxAsperCCI 1569 96 1569 96 1569 96 1569.96 1569 96 1569 96

Add Return on New 
Capital

141 10 211.64 282 20 1552 50 2328.75 3105 00

1- New PAT 1711 06 1781 60 1852 16 3122.46 3898 71 4674 96
G
11

Earning per share
Profit Earning Capacity 
Value

17 06 17 77 18 47 31 15 38.89 46 63

-At 15% Cap Rate 113.73 11847 123 13 207 67 259 26 310 86
-At 12 % ” 142 17 148 08 153 91 259.58 324 08 388 58
-At 10 % " 170 60 177 70 184 70 311 50 388 90 466.30

1
-At 8%
Fairvalue Based on the 
above PHCV and NAV

213 25 222 12 230 87 389 37 486.12 582.87

-At 15 % Cap rate 78 53 80 90 83 23 145 91 171.70 197 50
-At 12% " " 92 75 95 71 98 62 171 86 204.11 236 36
-At 10% " - 106 97 110.52 114 02 197 82 236 52 275.22
-At 8% " “ 128 29 132.73 137 10 236 76 285 13 333 51

J IJ = C/B G = F/8.H= G
-------------------------------------------- * 100 I = (D + H)/2

Respective Capitalisation rate
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STATEMENT NO. C-24
(Fig m Lacs)

Sr
No

Particulars ---—----—------------------------------------ V* -— 2- -_____________________Excluding the convertible securities from the total number of paid up equity 
shares and if profit after tax includes return on new capital at

Face Value at Offer Price at
50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

1 2 3 4 5 6 7 8
A Number of Equity Share 59.34 59.34 59 34 59.34 59 34 59 34

at the lime of issue
Add Con. of Part "A'
Debenture
Con of Part 'B’ Deb

B Total No of Shares 59.34 59.34 59 34 59 34 59 34 59.34
C Net Worth 3935 99 3935 99 3935 99 3935.99 3935 99 3935 99
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 1569 96 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 Premium 705.70 1058.55 141140

F

Amount of new Capital 
Part A
New PAT 1640.51 1675.78 1711 06 2346.21 2734 33 3122 46

G Earning per share 27.64 28 24 28 83 39 53 46.07 52.61
11 Profit Earning Capacity 

Value
-At 15 % Cap. rate 184.27 188 26 192 20 263.53 307.13 350 73
-At 12% “ “ 230.33 235.33 240 25 329.41 383 91 438.41
-At 10% - " 276.40 282 40 288 30 395 30 460.70 526.10
-At 8% “ " 345.50 353 00 360 37 494.12 575 87 657.62

I hurvuiue Based on the 
above PF.CV and NAV 
-At 15 % Cap rale 125 30 127 29 129 26 164.93 186 73 208.53
-At 12% “ " 148 33 150 83 153 29 197.87 225 12 252 37
-At 10 % " - 171.36 174 36 177 31 230 81 263 51 296 21
-At 8% “ " 205 91 209 66 213.35 280.22 321.10 361 97

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

H = -------------------------------------------*100
Respective Capitalisation rate

I = (D + H)/2
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STATEMENT NO. D-24
(Fig in 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

1 2 3 r 4 5 6 7 8
A Number of Equity Share 

at the tune of issue
59 34 59 34 59.34 59.34 59.34 59 34

Add: Con of Part ‘A’ 
Debenture

— — — — — —

Con of Part ‘B’ Deb — — — — — —

B Total No of Shares 59 34 59.34 59 34 59.34 59 34 59 34
C Net Worth 3935.99 3935 99 3935.99 3935.99 3935 99 3935 99
D N A V. Per Share 66 33 66 33 66 33 66.33 66.33 66 33
E P. A T, As per CCI 1569.96 1569.96 1569 96 1569.96 1569 96 1569 96

Add- Return on face 
value of new capital part 
-A’
Return on Premium 
Amount of new Capital' 
Part A

141.10 211 64 282 20 141.10 211.64 282.20

--- -- ~ 1411 40 2117 11 2822 80

F NewPA.T 1711 06 1781.60 1852.16 3122.46 3898.71 4674.96
G
1-1

Earning per share
Profit Earning Capacity 
Value

28.83 30 02 31.21 52 61 65.70 78.78

-At 15 % Cap. rate 192 20 200.13 208.06 350.73 438.00 525.20
-At 12% “ “ 240.25 250.16 260.08 438.41 547 50 656 50
-At 10% " “ 288 30 300 20 312.10 526 10 657 00 787 80

"-At 8% “
I Fairvaluc Based on the 
above PF.CV and NAV

360 37 375 25 390 32 657.62 821.25 984.75

-At 15 % Cap rate 129.26 133 23 137 19 208 53 252 16 295 76
-At 12% " 153 29 158 24 163 20 252 37 306.91 361.41
-At 10 % ” “ 177 31 183 26 189 21 296 21 361,66 427 06
-At 8 % “ " 213 35 220 79 228.22 361 97 443 79 525.54

G
J D = C/B :G = F/B H=---------------------------------------*100 l = (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 limited company on
\ • '

18th June 1981 under The Companies Act 1956. The company is engaged in 

manufacture of asbestos cement sheets, pressure pipes and accessories. The object of 

the issue was to part finance the diversification project of synthetic blended yam 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-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 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 15% 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%.
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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 

\ 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 PE.P.S and 

F.D.E.P.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 E.P.S., the 

company could not charged premium altogether. Infact, on the basis of F.D.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, P.E C.V, N.A V , capitalisation rate, R.O.N.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 

oftheCCI 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.
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ANNEXURE 25 - X 
NET ASSET VALUE (NAV)

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

Rs Rs
(Lacs) (Lacs)

Total Assets 1264 03 Shareholders fund
Deduct all liabilities (1) Equity Capital 154 00
1 Preference capital nil (2) Free reserves 180 00
2 Secured & unsecured borrowings 512 98 Total 334 00
3 Current liabilities 417 05 Deduct contingent ml

liabilities
4 Contingent liabilities ml
Net worth 334 00 Net worth 334.00

Add
(1 )l:resh capital Issue at Face Value ml

Total 334 00
Number of shares including Fresh and bonus issue 15 40
NAV per share 21 68
* (Em her hC D Issue Conversion)

ANNEXURE 25 -Y
PROFIT EARNING CAPACITY VALUE (PECV)

Year Profit before tax Profit after tax Dividend declared
1 Dec 1986 46 91 46 91 7 68
2 Dec 1987 72.85 61 61 18.45
3 March 1989 50.67 42 69 18 48
4 March 1990 10 64 8 96 15.40
5 March 1991 114 62 114 62 26.18
Simple Average 59 13 54 95

or
. Weighted Average

Average profit before tax (on the basis of Simple Average) 59 13
Deduct
Provisions for taxation 4 18
Average profit after tax 54 95
Deduct Preference dividend ml
Net profit after tax 54.95
Add Contribution to profit by fresh issue if any nil
Total profit after tax 54 95
Number of equity share including fresh and bonus issue 15 40
Earning per share(EPS) 3 57
Profit Earning Capacity Value (PECV) at 15 % capitalisation rate 
(ie by multiplying EPS by .66)

15% 23 80
12% 29 75
!()% 35 70

_______________________ 8% 44 62
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FAIR VALUE CALCULATION

Si
No

Capitalisation
Rate

Profit
Earning
Capacity

Value

Net Asset 
Value per 

share

Total of
Col No (3) 

&{4)

Fair Value
Col No (5) 
divided by 

two

Remarks

1 2 3 4 5 6 7
1 15% 23,80 21 68 45 48 22 74
2 12% 29.75 21 68 51 43 25 71
3 10% 35 70 21 68 57.38 28 69
4 8% 44.62 21 68 66 30 33 15

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 5 6 7 8 9
1 1988 30 50 14 00 22 25
2 1989 27 OS) 15 00 21 00
3 1990 52 00 30 00 41 00
4 Aug 90 42 00 30 00 36 00
4 Sep 90 45 00 37 00 41 00
5 Oct 90 47.00 38 00 42 50 36 75 30 25
6 Nov 90 43 00 25.00 34 00
7 Dec 90 38 00 32 00 35.00
8 Jan. 91 34 00 30.00 32 00

Total of Col.No 6 220.50 Total of Col. No. 7 & 121.00
Dividediby months 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.P.S.
Number of Equity Shares at the time of Time oflssuc 15.40 15 40
Add • Part A" Conversion 22 30 22.30

Part’B'Conversion 11 15
37 70 48 85

Profit Alter Tax 54 95 54 95
Earning Per Share (PEPS) 1 46
Earning Per Share (FDEPS) 1 12
Profit Earning Capacity Value

At 15 % Capitalisation 9.73 7 50
At 12 % " 12.17 9.38
At 10 % - 14 60 11 20
At 8 % - 18 25 ' 14 06

Net Worth 334 00 334.00
Net Asset Value Per Share 8 86 6 84
1-au Value

At 15 % Capitalisation Rate 9 30 7 17
At 12 % “ 10 51 8 10
At 10 % - 11 73 9.02
At 8 % " 13 55 10.45
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STATEMENT NO. A-25
(Fig tn Lacs)

Sr
No

Particulars Including New Equity Capital (due to 
Conversion of part 'A’ of debenture) at 
its FACE VALUE m the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 
RONW

100% of 
RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

i 2 3 4 5 6 7 8

A Number of Equity 
Share at the tune of
issue

15 40 15 40 15 40 15 40 15 40 15 40

Add • Con of Part ‘A' 
Debenture

22 30 22 30 22 30 22 30 22 30 22 30

B Total No of Shares 37 70 37 70 37 70 37 70 37 70 37 70
Net Worth 334 00 334 00 334 00 334 00 334 00 334 00
Add Face Value of the 
total No of new equity 
shares

223 00 223 00 223 00 223 00 223 00 223.00

- Shares premium of the 
total No of New Equity 
shares

223 00 223 00 223 00

C New Net Worth 557 00 557 00 557 00' 780 00 780 00 780 00
D NA V Per Share 14 77 14.77 14 77 20.68 20 68 20.68
1- P A. Tax As per CCI 54 96 54 96 54 96 54 96 54 96 54 96

Add Return on New 
Capital

38 24 57 37 76 48 76 48 114 74 153 02

1- New PAT 93 20 112 33 131 44 131 44 169 70 207 98
G
1)

Earning per share
Profit Earning Capacity 
Value

2 47 2 98 3 48 3 48 4 49 551

-At 15 % Cap Rate 16 47 19 87 23 20 23.20 29 93 36 73
-At 12 % “ 20 58 24 83 29 00 2900 37 41 45.91
-At 10% “ 24 70 29 80 34 80 34.80 44 90 55.10

I
-At 8%
1-mrvalue Based on the 
above PP’CV and NAV

30 87 37 25 43 50 43 50 56 12 68 87

-At 15 % Cap late 15 62 17 32 18 98 21 96 25 30 28.70
-At 12% " " 17 67 19 80 21 88 24 84 29 04 33 29
-At 10% ” " 19 73 22 28 24 78 27 74 32 79 37 89
-At 8% •’ - 22 82 26 01 29 13 32 09 38 40 44.77

J I) = C / B • G = F / B 11= G
---------------------------------------------*10() l = (D + II)/2
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STATEMENT NO. B-25
(Fig m Lacs)

Sr
No

Particulars Including New Equit> Capital (due to 
Conversion of part ‘A’ of debenture) at 
its FACE VALUE in the networth and 
if PAT includes return on new capital 
AT

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

50% of 
RONW

75% of 100% of
RONW RONW

50% of 
RONW

75% of 
RONW

100% of 
RONW

! 2 3 4 5 6 7 8
A A Number of Equity 

Share at the time of
issue

15 40 15 40 15.40 15.40 15 40 15 40

Add Con. of Part *A' 
Debenture

22 30 22 30 22 30 22 30 22 30 22 30

Con of Part 'B’ DeB 11 15 11 15 11 15 11.15 11 15 11 15
B Total No of Shares 48 85 48 85 48 85 48.85 48,85 48 85

Net Worth 334 00 334 00 334 00 334 00 334 00 334 00
Add Face Value of the 
total No of new equity 
shaies

334.50 334 50 334 50 334 50 334 50 334 50

- Shares premium of the 
total No of New Equity 
shares

334 50 334 50 334.50

C New Net Worth 668 50 668 50 668 50 1003.00 1003.00 1003 00
D N A V Per Share 13 68 13 68 13.68 20.53 20.53 20.53
E P A Ta\ As per CCI 54 96 54 96 54 96 54 96 54 96 54.96

Add Return on New 
Capital

57 36 86 05 114 76 114 76 172 11 229 53

F NewPA.T 112 32 14101 169 72 169 72 227.07 284 49
G
11

Earning per share
Profit Earning Capacity 
Value

2.30 2 88 3 47 3.47 4.64 5 82

-At 15 % Cap Rate 15 33 19 20 23 13 23 13 30.93 38 80
-At 12 % " 19 17 24 00 28 9! 28 91 38.67 48 50
-At 10% " 23 00 28 80 34 70 3(1.70 46 40 58 20

1
-At 8%
1 airvalue Based on the 
above PF.CV and NAV

28 75 36 00 43 37 43 37 58.00 72 75

-At 15 % Cap rate 14 50 16 44 18 40 21 83 25.73 29.66
-At 12% " " 1642 18 84 21 29 24 72 29 61 34 51
-At 10% " - 18 34 21 24 24 19 27 61 33.46 39 36
-At 8% “ “ 21 21 24 84 28 52 31 95 39 26 46 64

J D = C/B -G = F/B H = G
—---------------------------------*100. I = (D+H)/2
Respective Capitalisation rate
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STATEMENT NO. C - 25
________________________ _(Pig m 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

1 2 3 4 5 6 7 8
A Number of Equity Share 

at the time of issue
15 40 15.40 15 40 15 40 15 40 15 40

Add Con of Part 'A’ 
Debenture

— — — — — —

Con of Part‘B‘Deb. — — — — — —

B Total No of Shares 1540 15 40 15.40 15.40 15 40 15 40
C Net Worth 334 00 334 00 334 00 334 00 334 00 334 00
1) N A V Per Share 21 68 21 68 21 68 2168 21 68 21 68
1- P A T As per CCI 54 96 54 96 54 96 54 96 54 96 54 96

Add Return on face 
value of new capital part 
'A'

38.24 57 37 76 48 38.24 57 37 76 51

Return on Premium 
Amount of new Capital 
Part A

" 38 24 57 37 76 51

P New P.A T 93 20 112 33 131 44 131 44 169 70 207 98
G
11

Earning per share
Profit Earning Capacity 
Value

6 05 7 29 8 53 8 53 11 01 13 50

-At 15 % Cap rate 40 33 48 60 56 86 56 86 73 40 90 00
-At 12% " “ 50 41 60 75 71 08 71.08 91 75 112.50
-At 10% ” ” 60.50 72 90 85 30 85.30 110 10 136 00

I
-At 8% “ "
laitvalue Based on the 
above PlvCV and NAV

75 62 91 12 106 62 106.62 137 62 168 75

-At 15 % Cap rate 31 00 35.14 39 27 39.27 47 54 55 84
-At 12% " - 36 04 41 21 46 38 46.38 56 71 67 09
-At 10% " '• 41 09 47 29 53 49 53 49 65 89 78 34
-At 8% ' " 48 65 56.40 64 15 64.15 79.65 95 21

G
J D = C / B G = F/B H =-------- ------------------------------------*100: : i = (D+H)/2'
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STATEMENT NO. D - 25
____________________ ___________________ __________ (Fig m 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

1 2 3 4 5 6 7 8
A Number of Equity Share 

at the time of issue
15.40 15.40 15 40 15 40 15.40 15 40

Add Con of Part 'A' 
Debenture

— — — — — —

Con of Part ’B’ Deb — — — — ___

B Total No of Shares 15 40 15 40 15 40 15 40 15 40 15 40
C Net Worth 334 00 334 00 334 00 334 00 334 00 334 00
D N A. V Per Share 21 68 21 68 21 68 21 68 21 68 21 68
i: P A. T As per CC! 54 96 54.96 54 96 54.96 54 96 54 96

Add Return on face 
value of new capital part
A'

57 36 86 05 114 72 57 36 86 05 114 76

Return on Premium 
Amount of new Capital 
Part A

" 57 36 86 05 114 76

i- New P A T 112.32 141 01 169 72 169 72 227 06 284 48
G
11

Earning per share
Profit Earning Capacity 
Value

7 29 9,15 11 02 1102 14.74 1847

-At 15 % Cap rale 48 60 61 00 73 46 73 46 98 26 123 13
-At 12 % “ " 60 75‘ 76 25 91 83 91 83 122 83 153 91
-At 10% •* 72 90 91 50 110 20 110 20 14740 184 70

1
-At 8% “ "
Fairvalue Based on the 
above PI-lCV and NAV

91 12 114 37 137 75 137 75 184 25 230 87

-At 15 % Cap rate 35 14 41 34 47 57 47.57 59 97 72 40
-At 12% “ " 41 21 48 96 56 75 56.75 72 25 87 79
-At 10% " " 47 29 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
.1 D = C / B G = h/B .11 =-------------------------------------*1(K) 1 = (D + H) / 2
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