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Part-A
Short Answers
Prospectus

Answer: A prospectus is a vital document in the realm of securities law, especially in the context of initial
public offerings (IPOs). In India, it is governed primarily by the Securities and Exchange Board of India
(SEBI) through regulations such as the SEBI (Issue of Capital and Disclosure Requirements) Regulations,
2018.Here are some key points regarding prospectuses in India:

1. Definition: A prospectus is a legal document that companies issue to potential investors when
offering securities for sale. It provides essential information about the company, its business
operations, financial performance, management, risks associated with the investment, and terms of
the offering.

2. Contents: The prospectus must contain all material information that an investor would reasonably
require to make an informed investment decision. This includes details about the company's
business, financial statements, management discussion and analysis, risk factors, and terms of the
offering.

3. Approval: Before issuing a prospectus, companies are required to file it with SEBI and obtain its
approval. SEBI ensures that the prospectus contains all necessary disclosures and complies with
applicable regulations.

4. Red Herring Prospectus: In the case of IPOs, companies typically file a draft prospectus known
as a red herring prospectus initially. This document provides key information about the offering but
omits details such as the offer price and the amount of securities being offered. After receiving
SEBI's approval, the red herring prospectus is filed with the Registrar of Companies (RoC), and the
final offer price is determined through a book-building process.

5. Liability: Companies, directors, and other parties involved in the preparation and dissemination of
the prospectus are subject to legal liability for any misstatements or omissions of material facts.
Investors who suffer losses due to misleading information in the prospectus can take legal action
against the company and other responsible parties.

6. Updating: If there are any material changes in the information provided in the prospectus before
the closure of the offer, companies are required to issue addendums or corrigenda to update
investors.

Public issue of shares

Answer: A public issue of shares refers to the process through which a company offers its shares to the
general public for subscription, thereby raising capital. In India, the process of a public issue is regulated
by the Securities and Exchange Board of India (SEBI) under the SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2018.

Here's an overview of the key steps involved in a public issue of shares in India:

1. Preparation: The company planning to issue shares publicly must first prepare its financial
statements, including the prospectus or offer document containing all relevant information about
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the company, its business operations, financial performance, management, and the terms of the
offering.

2. Appointment of Intermediaries: The company appoints various intermediaries such as merchant
bankers, registrars, legal advisors, and auditors to assist in the process of the public issue. These
intermediaries play crucial roles in advising the company, preparing documents, conducting due
diligence, and ensuring regulatory compliance.

3. Filing with SEBI: The company files the offer document with SEBI for its review and approval.
SEBI evaluates the document to ensure that it contains all necessary disclosures and complies with
applicable regulations.

4. Marketing and Roadshows: Once SEBI approves the offer document, the company, along with its
intermediaries, engages in marketing activities to promote the offering. This may include roadshows
and presentations to institutional and retail investors to generate interest in the company's shares.

5. Price Discovery: In the case of an Initial Public Offering (IPO), the company determines the offer
price through a book-building process. In this process, investors bid for shares within a price range
specified in the offer document. The final offer price is determined based on investor demand.

6. Allotment: After the closure of the offer period, the company allocates shares to investors based on
the subscription received. SEBI regulations stipulate guidelines for allotment, ensuring fair
treatment of investors.

7. Listing: Once the shares are allotted, the company applies for listing on one or more stock
exchanges. Upon approval, the shares are listed for trading on the exchange(s), providing liquidity
to investors.

8. Post-Issue Compliance: The company is required to comply with various post-issue obligations,
including periodic disclosures, reporting requirements, and investor communication, to ensure
transparency and regulatory compliance.

A public issue of shares allows companies to raise capital from a wide range of investors and provides
liquidity to existing shareholders. However, it also entails significant regulatory compliance and disclosure
requirements to protect the interests of investors and maintain the integrity of the capital markets.
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Debentures
Answer: debentures:
1. Definition:

o A debenture is a long-term debt instrument issued by a company or government entity to
raise capital.

o It represents a loan taken by the issuer from investors (debenture holders) in exchange for
periodic interest payments and eventual repayment of the principal amount.

2. Features of Debentures:
o Fixed Interest: Debentures pay a fixed rate of interest (coupon rate) to debenture holders.
o Tenure: Debentures have a specified maturity period (e.g., 5 years, 10 years).

o Secured vs. Unsecured: Debentures can be either secured (backed by specific assets) or
unsecured (not backed by specific assets).

o Transferability: Debentures are freely transferable.

o Priority: In case of bankruptcy or liquidation, secured debentures have priority over
unsecured debentures.

o Redemption: Debentures are redeemed at maturity or through periodic buybacks.

o Convertible Debentures: Some debentures can be converted into equity shares after a
specified period.

3. Types of Debentures:
o Secured Debentures: Backed by specific assets (e.g., land, buildings, machinery).

o Unsecured Debentures (Debentures Without Security): Not backed by specific assets;
rely on the issuer’s creditworthiness.

o Convertible Debentures: Can be converted into equity shares.

o Non-Convertible Debentures (NCDs): Cannot be converted into equity shares.

o Bearer Debentures: Transferable by delivery (bearer form).

o Registered Debentures: Registered in the name of the holder.

o Callable Debentures: Issuer has the right to redeem them before maturity.

o Puttable Debentures: Holder has the right to sell them back to the issuer before maturity.
4. Regulation and Compliance:

o InIndia, debentures are regulated by the Securities and Exchange Board of India (SEBI).

o Companies issuing debentures must comply with SEBI guidelines and provide detailed
information in the prospectus.
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Corporate loans

Answer: corporate loans:

1. Corporate Loan:

O

A corporate loan, also known as a corporate business loan, is a financial facility provided
to businesses (companies, firms, or industrial houses) to manage various aspects of their
operations.

Unlike personal loans, which cater to individuals, corporate loans are specifically designed
for companies.

2. Purpose of Corporate Loans:

o

Working Capital: Companies use corporate loans to meet daily operational expenses and
fund their working capital requirements.

Capital Expenditure: These loans can be used for capital infusion, purchasing or
renovating property, acquiring new machinery, or upgrading technology.

Expansion and Growth: Corporate loans support business expansion, including opening
new branches, diversifying product lines, or entering new markets.

3. Types of Corporate Loans:

(e]

o

o

Term Loan:

* Funds obtained through term loans are used for various purposes, such as capital
infusion, property purchase, machinery acquisition, or technology upgrades.

» Term loan interest rates may be fixed or floating, and repayment schedules are
predetermined.

Loan Against Securities:

= By pledging financial securities (e.g., mutual funds, insurance policies, bonds,
Demat shares), businesses can raise funds.

» The tenure of such loans is typically renewed every 12 months.

Letter of Credit Facility and Bank Guarantee:
= Aletter of credit (LC) guarantees timely payment to sellers for expected amounts.
» Bank guarantees ensure payment if the buyer defaults on the purchase.

» Both facilities enhance business credibility and facilitate trade.

4. Secured vs. Unsecured Corporate Loans:

o

b GETITON
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» Secured loans offer lower interest rates, higher borrowing limits, and longer
repayment terms.

o Unsecured Loans:
* No collateral required.
* Businesses need high credit ratings to avail unsecured loans.
» Generally used for immediate fund requirements.
Listing of securities
Answer: listing of securities:
1. Definition:

o Listing of securities refers to the admission of a company’s securities (such as shares or
debentures) to trading on a stock exchange.

o When a company’s securities are listed, they become available for trading among investors
on the exchange.

2. Objectives of Listing:

o Marketability and Liquidity: Listing provides a ready market for a company’s securities,
making them easily tradable.

o Negotiability: It ensures that stocks can be freely bought and sold.
o Investor Protection: Listing aims to safeguard shareholders’ and investors’ interests.
o Effective Control: It establishes a mechanism for supervision of trading.
3. Listing Requirements:
o A company seeking to list its shares must meet certain criteria:

1. Authorization: The Memorandum of Association and Articles of
Association should allow for listing.

2. Minimum Public Offer: The company must have issued at least 49% of its share
capital for public subscription.

3. Prospectus: The prospectus should provide necessary information about share
subscriptions.

4. Fair Allotment: Shares should be allotted fairly and reasonably.

5. Listing Agreement: The company must enter into a listing agreement with the
stock exchange, specifying terms and continuous disclosure requirements.

4. Minimum Public Offer:

o A company listing its securities should offer at least 60% of its issued capital for public
subscription.
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o Out of this, a maximum of 11% can be reserved for the Central government, State
government, investment agencies, and public financial institutions.

o The remaining portion can be allotted to promoters or associates.
5. Fair Allotment:
o Allotment of shares should be transparent and equitable.

o In case of oversubscription, the basis of allotment is decided in consultation with the stock
exchange where the shares will be listed.

o If the company lists on multiple exchanges, the basis of allotment is determined based on
the location of the company’s registered office.

6. Listing Procedure:

o A company desiring to list its securities must file an application with the stock exchange
before issuing a prospectus or an “Offer for Sale.”

o The listing process involves regulatory approvals, disclosures, and compliance with
exchange rules.
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Investors Protection

1. Answer: Definition:

o Investor protection refers to the process or mechanisms aimed at safeguarding the
interests of investors in the securities market.

o It involves creating transparency, enforcing regulations, and ensuring fair treatment for
investors.

2. Types of Investors:

o Equity Investors: Those who contribute to a company’s equity capital (such as
shareholders).

o Debt Investors: Individuals investing in debt capital (e.g., debentures, bonds).
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3. Key Aspects of Investor Protection:

(©]

o

Transparency: Providing clear and accurate information to investors about companies,
financial products, and risks.

Regulatory Bodies: Establishing regulatory bodies (such as SEBI in India) to oversee
market activities and enforce rules.

Legislation: Enacting suitable laws to protect investors’ rights.

Disclosure Requirements: Requiring companies to disclose relevant information through
prospectuses, annual reports, and filings.

Fair Practices: Ensuring fair practices in trading, pricing, and corporate governance.

Investor Education: Educating investors about risks, investment strategies, and their rights.

4. Investor Protection Measures in India:

SEBI

Companies Act, 2013: Provides provisions for investor protection.

SEBI Regulations: SEBI (Securities and Exchange Board of India) enforces rules to
safeguard investors.

Investor Grievance Redressal Mechanism: Platforms for investors to address complaints.

Corporate Governance Norms: Ensuring transparency and accountability.

Answer: The Securities and Exchange Board of India (SEBI) is the leading regulatory authority for

securities markets in India. It plays a crucial role in ensuring investor protection, market integrity, and

transparency. Here are some key points about SEBI:

1. Establishment and Purpose:

o

Year Established: SEBI was established in 1992 by the Government of India.

Objective: SEBI’s primary objective is to protect the interests of investors in sccuritics
markets.

Regulatory Scope: It oversees various aspects of the securities market, including stock
exchanges, intermediaries, and listed companies.

2. Functions and Powers:

Regulation and Supervision: SEBI formulates regulations and supervises market
participants to ensure compliance.

Investor Education: SEBI conducts awareness programs and disseminates information to
educate investors.

Market Surveillance: It monitors market activities to detect irregularities and
manipulations.

# Available on the

| [clagigel]
P‘ Google Play

o App St



MC Mycets.com +91-9553706070

Enforcement: SEBI has enforcement powers to take action against violators, including
imposing fines and penalties.

Market Development: SEBI promotes market development through innovative products
and practices.

3. Key Responsibilities:

O

Listing and Disclosure Requirements: SEBI ensures that companies comply with listing
and disclosure norms.

Insider Trading Regulations: It prohibits insider trading and ensures fair practices.
Takeover Code: SEBI regulates takeovers and acquisitions.

Mutual Funds and Collective Investment Schemes: SEBI oversees mutual funds and
other investment vehicles.

Investor Grievance Redressal: SEBI provides a platform for investors to address
complaints.

4. Investor Protection Measures:

NBFC

Transparency: SEBI mandates transparent disclosures by companies.

Investor Awareness Programs: SEBI educates investors about risks and investment
options.

Market Surveillance: It monitors trading patterns to detect irregularities.

Investor Grievance Cells: SEBI facilitates resolution of investor complaints.

Answer: A Non-Banking Financial Company (NBFC) is a company registered under the Companies
Act, 2013 of India. NBFCs engage in various financial activities, but they do not hold a banking license.
Here are some key points about NBFCs:

1. Business Activities of NBFCs:

o

O

Loans and Advances: NBFCs provide loans and advances to individuals and businesses.

Acquisition of Securities: They engage in acquiring shares, stocks, bonds, and other
financial instruments.

Hire-Purchase and Leasing: NBFCs offer hire-purchase and leasing services.
Insurance Business: Some NBFCs operate in insurance-related activities.
Chit Fund Business: Certain NBFCs participate in chit funds.

Exclusions: NBFCs do not include institutions primarily engaged in agriculture, industrial
activities, sale/purchase of goods (other than securities), or providing services.

2. Regulation and Oversight:
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o The working and operations of NBFCs are regulated by the Reserve Bank of India
(RBI) within the framework of the Reserve Bank of India Act, 1934.

o As traditional banks cannot reach every corner of India’s financial needs, NBFCs play a vital
role in the Indian economy.

3. Types of NBFCs:

o Asset Finance Company (AFC): These NBFCs finance physical assets supporting
productive/economic activities (e.g., automobiles, machinery).

o Investment Company (IC): ICs invest in securities.

o Loan Company (LC): LCs provide loans and advances.

o Infrastructure Finance Company (IFC): IFCs fund infrastructure projects.

o Core Investment Company (CIC-ND-SI): CICs hold investments in group companies.
o Infrastructure Debt Fund (IDF-NBFC): IDFs raise funds for infrastructure projects.

o Microfinance Institution (NBFC-MFI): MFIs provide microfinance services.

o Factor Company (NBFC-Factors): Factor companies engage in factoring services.
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Kinds of shares

Answer: Types of shares:
1. Equity Shares (Common Stock):
o Equity shares represent ownership in a company.
o Shareholders have voting rights and participate in company decisions.
o Dividends are paid out of profits after preference shareholders receive their dues.
o Equity shares are high-risk, high-reward investments.

2. Preference Shares:
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o Preference shares have priority over equity shares in terms of dividends and repayment
during liquidation.

o They do not usually carry voting rights.
o Types of preference shares include:
* Cumulative Preference Shares: Accumulate unpaid dividends.
* Non-Cumulative Preference Shares: Do not accumulate unpaid dividends.
= Convertible Preference Shares: Convertible into equity shares.
= Redeemable Preference Shares: Redeemable after a specified period.
3. Growth Stocks:
o Associated with fast-expanding companies.
o Investors expect substantial capital appreciation.
o High volatility but potential for high returns.
4. Blue Chip Stocks:
o Represent shares of reliable, well-established companies.
o Known for stability, consistent dividends, and strong financials.
o Generally considered safe investments.
5. Penny Stocks:
o Refers to very low-value shares.
o High risk due to low liquidity and speculative nature.
o Attractive to risk-tolerant investors.
6. Class A and Class B Stocks:
o Some companies issue multiple classes of shares.
o Class A shares may have more voting rights than Class B shares.
7. Market Capitalization Categories:
o Large-Cap Stocks: Highest market value companies.
o Mid-Cap Stocks: Medium-sized companies.
o Small-Cap Stocks: Smallest market value companies.
8. Value Stocks:
o Associated with underpriced companies.

o Investors seek undervalued stocks with growth potential.
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9. International Stocks:

(©]

O

Represent companies outside the home country.

Diversify portfolios globally.

10. Dividend Stocks:

O

o

Provide regular income through dividends.

Attractive for income-seeking investors.

11. TPO Stocks:

O

o

Associated with new public offerings.

Investors participate in a company’s initial stock issuance.

12. Cyclical and Defensive Stocks:

(e]
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Cyclical Stocks: Tied to business cycles (e.g., automotive, construction).

Defensive Stocks: Perform well during economic downturns (e.g., utilities, healthcare).

13. ESG Stocks:

o

Consider responsible corporate behavior (environmental, social, governance) in
investment decisions.

Government Company

Answer: A Government Company is an organization in which at least 51% of the paid-up share
capital is held by either the central government, the state government, or a combination of both. Let’s

explore the features, merits, and limitations of government companies:

1. Features of a Government Company:

o

o

Separate Legal Entity: A government company is a distinct legal entity.

Incorporation under Companies Act: It is incorporated under the Companies Act, 1956
& 2013.

Management Regulation: The management is governed by provisions of the Companies
Act.

Funding Sources: Government companies receive funding from government shareholding
and private shareholdings. They can also raise capital from the market.

Auditing: Audits are conducted by the Comptroller and Auditor General of India
(C&AG), an agency appointed by the central government.

Pre-incorporation Contracts

Answer: pre-incorporation contracts:

1. Definition:
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o Pre-incorporation contracts (also known as preliminary contracts) are agreements made
by promoters on behalf of a company before its incorporation.

o These contracts are valid in the name of the promoters and are intended to benefit the future
company.

2. Significance of Pre-incorporation Contracts:

o Internal Arrangements: Promoters use these contracts to make internal arrangements for
the company’s future operations.

o Business Agreements: They secure property, rights, or services necessary for the company’s
functioning.

o Key Concerns: Drafting and negotiating pre-incorporation contracts require attention to
important clauses.

3. Important Clauses in Pre-incorporation Contracts:
o Corporate Name: Specify the proposed name of the company.
o Object Clause: Clearly define the company’s business objectives.
o Term and Termination: State the contract’s duration and conditions for termination.

o Methods of Enforcement: Describe how the agreement will be enforced after the
company’s incorporation.

4. Enforceability of Pre-incorporation Contracts:

o Pre-incorporation contracts derive their validity from the Specific Relief Act and
the Companies Act, 2013.

o After incorporation, the company can ratify these contracts if they align with its objectives.
o Communication of acceptance to the parties is essential.
SEBI Appellate tribunal.

Answer: The Securities Appellate Tribunal (SAT) is a statutory body established under the provisions
of Section 15K of the Securities and Exchange Board of India Act, 1992. Its primary functions are:

1. Appeals Against SEBI Orders:

o SAT hears and disposes of appeals against orders passed by the Securities and Exchange
Board of India (SEBI) or by an adjudicating officer under the Act.

o It provides a platform for aggrieved parties to challenge SEBI’s decisions.
2. Jurisdiction and Powers:

o SAT exercises jurisdiction, powers, and authority conferred on it by the SEBI Act or any
other law in force.

o It ensures fair and transparent resolution of disputes related to securities markets.
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3. Expanded Jurisdiction:

o Consequent to government notifications, SAT also hears and disposes of appeals against
orders passed by:

* The Pension Fund Regulatory and Development Authority (PFRDA) under the
PFRDA Act, 2013.

» The Insurance Regulatory Development Authority of India (IRDAI) under the
Insurance Act, 1938, the General Insurance Business (Nationalization) Act, 1972,
and the Insurance Regulatory and Development Authority Act, 1999.

Mutual funds

Answer: Mutual funds are a managed portfolio of investments that pool money together from various
investors. These funds are used to purchase a collection of stocks, bonds, or other securities,
providing diversification. Here are some key points about mutual funds:

1. Diversification: Mutual funds allow individual investors to access professionally managed
portfolios that hold a mix of different assets. This diversification helps spread risk.

2. Types of Mutual Funds:
o Equity Funds: Invest primarily in stocks.
o Debt Funds: Invest in fixed-income securities like bonds.
o Hybrid Funds: Combine both equity and debt investments.
o Money Market Funds: Invest in short-term, low-risk instruments.
o Index Funds: Mimic a specific market index.
o Sector Funds: Focus on specific industry sectors.
o Tax-Saving Funds (ELSS): Offer tax benefits under Section 80C of the Income Tax Act.
3. How Mutual Funds Work:
o Investors buy shares (units) in a mutual fund.
o Professional fund managers invest the pooled money in various securities.
o Returns are distributed to investors based on their shareholding.
4. Advantages of Mutual Funds:
o Professional Management: Fund managers make investment decisions.
o Liquidity: Investors can buy or sell units at any time.
o Diversification: Exposure to a variety of assets.
o Affordability: Investors can start with small amounts.

o Transparency: Regular disclosures of portfolio holdings.
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5. Risks Associated with Mutual Funds:
o Market Risk: Fluctuations in asset prices.
o Credit Risk: Default risk of debt securities.
o Interest Rate Risk: Impact of changing interest rates.

o Liquidity Risk: Difficulty in selling illiquid assets.
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TER

Answer: TER (Total Expense Ratio) is a crucial metric in the world of mutual funds. It represents

the total annual costs incurred by investors for managing and operating the mutual fund. Here’s what you
need to know:

o Definition: TER includes all expenses borne by the mutual fund, expressed as a percentage of the
fund’s average assets under management (AUM). It covers management fees, administrative costs,
marketing expenses, and other operational charges.

e Components of TER:
o Management Fees: Compensation paid to the fund manager for portfolio management.

o Administrative Costs: Expenses related to fund administration, legal compliance, and
record-keeping.

o Marketing and Distribution Expenses: Costs associated with promoting and distributing
the fund.

o Other Operational Charges: Custodian fees, audit fees, registrar expenses, etc.

e Impact on Returns:
o A higher TER reduces the net returns earned by investors.
o Lower TER translates to better returns for investors.

e Comparison:
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o When evaluating mutual funds, compare their TERs to assess cost efficiency.
o Passive/Index Funds generally have lower TERs than actively managed funds.
SARs

Answer: Stock Appreciation Rights (SARs) are a type of employee compensation linked to a company’s
stock price during a predetermined period. Here’s how they work:

1. What Are SARs?:

o SARs offer the right to the cash equivalent of a stock’s price gains over a specified time
interval.

o Unlike stock options, SARs are often paid in cash and do not require the employee to own
any asset or contract.

2. Vesting and Exercise:
o Employees can exercise SARs after they vest (become available for exercise).
o Employers generally issue SARs along with stock options (called tandem SARs).
3. Tax Treatment:
o SARs are taxed similarly to non-qualified stock options (NSOs).
o No tax consequences on the grant date or when they vest.
o Ordinary income is recognized on the spread at the time of exercise.
4. Benefits:
o Employees can receive proceeds from stock price increases without having to buy stock.
o Employers benefit by not diluting share price through additional share issuance.
Fungibility

Answer: Fungibility refers to the ability of a good or assetto be readily interchanged with other
individual goods or assets of the same type. When something is fungible, it implies that two things are
identical in specification, and their individual units can be mutually substituted. Here are some key
points about fungibility:

« Examples of Fungible Assets:

o Money: A $1 bill is easily convertible into four quarters or 10 dimes. Money is a prime
example of a fungible asset.

o Commodities: Specific grades of commodities, such as No. 2 yellow corn, are fungible. It
doesn’t matter where the corn was grown; all No. 2 yellow corn is worth the same amount.

o Common Shares: Shares of stock listed on multiple exchanges are still considered to be
fungible. They represent the same ownership interest in a firm whether purchased on the
New York Stock Exchange or the Tokyo Stock Exchange.
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e Non-Fungible Assets:

o Non-fungible assets have something unique about them that means one cannot be replaced
by another.

o Examples include:

= Diamonds: Each diamond has different cuts, colors, sizes, and grades, making them
non-interchangeable.

= Baseball Cards: Each card has unique qualities, such as rarity, that affect its value.

= Real Estate: Each house has different characteristics, views, and conditions, even if
they are on the same street.

e Cryptocurrencies and NFTs:

o Cryptocurrencies are generally considered fungible assets, but some are unique and not
interchangeable. These unique tokens are known as non-fungible tokens (NFTs).

Depository

Answer: A depository is a facility or institution where something is deposited for storage or safeguarding.
It can refer to:

1. Physical Depositories:

o These include buildings, offices, and warehouses where individuals and businesses deposit
money, securities, and other valuable assets for safekeeping.

o Examples include banks, safehouses, vaults, and financial institutions.
2. Financial Institutions:

o Depositories can also be organizations, banks, or institutions that hold currency or securities
and assist in the trading of securities.

o They provide security, liquidity, and a means of transferring funds.
3. Purpose of Depositories:

o Risk Elimination: Depositories eliminate the owner’s risk of holding physical assets by
providing a safe place to store them.

o Bank Services: Banks offer time deposit accounts (like certificates of deposit) and demand
deposit accounts (like checking or savings accounts).

o Securities Storage: Depositories hold securities in electronic (book-entry) or paper form
(stock certificates).

4. Market Liquidity:
o Depositories create liquidity by accepting customers’ money and paying interest on deposits.

o While holding customers’ money, they lend it to others, generating interest on the loans.
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Venture Capital

Answer: Venture capital (VC) is a form of private equity financing that provides funding to startup
companies and early-stage businesses with significant growth potential. Here are some key points about
venture capital:

e Purpose and Funding:

o VC firms invest in companies that demonstrate high growth potential or have already shown
substantial growth.

o Funding typically comes in the form of private equity.

o Venture capitalists (VCs) provide backing through financing, technological expertise, or
managerial experience.

e Stages of VC Funding:

L. Pre-Seed: The earliest stage when founders turn an idea into a concrete business plan. They may
seek mentorship and early funding.

2. Seed Funding: New businesses seek to launch their first product. Since there are no revenue
streams yet, VCs fund all operations.

3. Early-Stage Funding: After developing a product, companies need additional capital for
production and sales before becoming self-funding. Funding rounds are denoted as Series A, Series B, etc.

o Importance of VC:

o VC is essential for raising money, especially when startups lack access to capital markets,
bank loans, or other debt instruments.

o It provides financing, technical support, and managerial expertise to fuel growth.
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Transmission of Shares

Answer: Transmission of shares refers to the process by which the ownership of shares is transferred to
legal heirs or successors upon the death or insolvency of a shareholder. Let’s explore the details of share
transmission:

1. Meaning and Process:

o When a registered shareholder passes away or is declared insolvent, the company transfers
the shares to their legal heirs or representatives.

o Share transmission occurs by operation of law, without the need for a transfer deed.
2. Documents Required for Transmission of Shares:
o In the case of transmission by operation of law, the following documents are necessary:
= Certified copy of the death certificate (in the case of a deceased sharcholder).

* Succession certificate (issued by a competent court) or probate (if the deceased left
a will).

» Specimen signature of the successor.

o If the deceased sharcholder did not leave a will, a succession certificate issued by a
competent court is required.

3. Important Points:

o No Stamp Duty or Consideration: Since transmission occurs by operation of law, neither
stamp duty nor consideration is required.

o Voting Rights: Legal representatives of a deceased shareholder cannot exercise voting rights
unless they are registered as members.

o Joint Shareholding: In the case of joint sharcholding, survivors can get the shares
transmitted by providing the death certificate of the deceased holder.

4. Tandem with Transfer of Shares:

o While transmission is mandatory, the legal representative becomes the legal owner of the
shares (not a member of the company).

o The legal representative can later transfer the shares as the deceased member could have
done.

Bonus Shares

Answer: Bonus shares, also known as scrip dividends or capitalization issues, are additional shares
issued to existing shareholders by a company. These shares are given free of cost, based on the number of
shares they already own. Bonus shares are issued by converting the accumulated reserves and profits of the
company into equity shares.

Here are some key points about bonus shares:
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1. Purpose:

o Companies issue bonus shares to reward existing shareholders without requiring them to
invest additional capital.

o It reflects the company’s financial health and confidence in future growth.
2. Mechanism:

o When a company declares bonus shares, it converts its accumulated profits or reserves into
new shares.

o Shareholders receive additional shares in proportion to their existing holdings.
3. Advantages:
o No Cash Outflow: Sharecholders receive bonus shares without paying any money.
o Increased Liquidity: More shares in circulation enhance liquidity.
o Positive Signal: Bonus issues signal the company’s strong financial position.
4. Impact on Share Price:
o Bonus shares do not affect the overall market capitalization.
o The share price adjusts proportionally to the bonus issue.
5. Example:

o Ifashareholder owns 100 shares and the company announces a 1:1 bonus issue, they receive
an additional 100 shares for free.

Provisional Contracts
Answer: provisional contracts:
1. Definition:

o Provisional contracts, also known as conditional contracts, arc agreements that
are contingent upon the occurrence of a certain event or the fulfillment of specific
conditions.

o These contracts are often used in various legal and business transactions to provide a degree
of flexibility and protection for the parties involved.

2. Examples:

o In the context of the stock market, provisional contracts may be used when trading parties
do not immediately settle their trades. Instead, they agree upon a future date for final
settlement.

o Inother scenarios, provisional contracts can be used to ensure that certain conditions are met
before the contract becomes fully binding.

3. Importance:
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o Provisional contracts allow parties to negotiate and agree upon terms while still allowing for
adjustments based on future developments.

o They provide a way to proceed with a transaction while accounting for uncertainties or
specific requirements

Primary Market Floating Charge

Answer: A floating charge is a generic legal interest over business assets serving as security for non-
specific indebtedness. Here are the key points about floating charges:

o Definition: A floating charge allows businesses to access operating debt using pools of dynamic
assets. Unlike a fixed charge, a floating charge does not attach to uniquely identifiable assets (such
as serialized equipment or a building). Instead, it grants lenders an interest over generic categories
of business assets described within a contract, such as a general security agreement.

e Purpose and Flexibility:

o Lenders use a floating charge to secure financing against groups of similar assets rather than
taking an interest in an individual asset.

o It is common in lending arrangements as it leverages general assets to provide the liquidity
critical for operations.

o The value and quantity of the collateral assets covered by a floating charge are dynamic.
They can be traded, sold, or disposed of over the business operations’ lifespan.

e Comparison with Fixed Charge:
o A floating charge has fewer legal rights than a fixed charge on the same asset.
o Unlike a fixed charge, a lender cannot restrict the use or sale of the asset.

Remember that a floating charge provides flexibility and liquidity for businesses while securing financing
against dynamic assets.

Capital Reserve

Answer: A capital reserve is a line item in a company’s balance sheet that indicates the cash on hand that
can be used for future expenses or to offset any capital losses. It is derived from the accumulated capital
surplus of a company and is created out of its profit. Here are some key points about capital reserves:

¢ Creation of Capital Reserve:
o A company may create a capital reserve through various transactions, including:
= Selling fixed assets.
= Upward revaluation of assets to reflect their current market value.
= Issuing stock in excess of par value (share premium).
= Profits on the redemption of debentures.

» Reissuing forfeited shares.
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o In other words, a capital reserve is created through capital profit, not through the company’s
everyday business operations.

o Purpose and Importance:

o The purpose of a capital reserve is to allow a company to meet unexpected short-term costs
without taking on expensive debt.

o It does not include anticipated or long-term costs.

o Capital reserves are generally held in a company bank account or may be invested in high-
liquidity securities.

¢ Requirements and Investment:

o A “solid” cash reserve might be equal to three to six months of a company’s ordinary
expenses.

o Sums allocated to a capital reserve are invested long-term and cannot be used to pay
dividends to shareholders.

o They are earmarked for specific purposes, which may include long-term projects, mitigating
capital losses, or other contingencies.
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Part-B
Long Answers
1.Discuss the law relating to procedure for issue of shares and allotment.

Answer: the procedure for the issue of shares and allotment. This process is crucial for companies when
they want to raise capital by offering shares to investors. Here are the key steps involved:

1. Board Resolution:
o The company’s board of directors must pass a resolution approving the issue of shares.

o The resolution specifies the number of shares to be issued, the type of shares (e.g., equity or
preference), and the terms of the issue.

2. Shareholder Approval:

o The company must obtain approval from its sharcholders through a special resolution (for
public companies) or an ordinary resolution (for private companies).

o Shareholders’ approval is necessary to authorize the issue of shares.
3. Filing Necessary Forms:
o The company files the necessary forms with the Registrar of Companies (ROC).
o Form MGT-14 is filed for shareholder approval.
o Form PAS-3 is filed within 30 days from the date of allotment of shares.
4. Allotment of Shares:
o After obtaining shareholder approval, the company proceeds with the allotment of shares.

o The board of directors approves the allotment and issues share certificates to the
shareholders.

5. Compliance with SEBI Regulations (for public companies):

o Public companies must comply with the Securities and Exchange Board of India
(SEBI) regulations regarding the issue of shares.

o These regulations ensure transparency and investor protection.
6. Issue of Share Certificates:

o The company must issue share certificates (in Form SH-1) to the shareholders within 2
months from the date of allotment.

o Share certificates serve as evidence of ownership.
7. Maintenance of Register:

o The company maintains a register of members (shareholders) containing details of share
allotments.
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o The register is updated after each allotment.

Note: Remember that the procedure for issuing shares and allotment ensures compliance with legal
requirements and transparency in the company’s capital structure.

2. Explain the powers and functions of SEBI under the SEBI Act, 1992.

Answer: The Securities and Exchange Board of India (SEBI) is the regulatory authority responsible for
overseeing and regulating the securities market in India. Established in 1988, SEBI became a statutory body
in 1992 with the enactment of the Securities and Exchange Board of India Act, 1992. Let’s explore its
powers and functions:

1. Protective Functions:

o Investor Protection: SEBI ensures the protection of investors’ interests by regulating
market participants, preventing fraud, and promoting transparency.

o Fair Practices: It enforces fair practices in securities transactions, preventing market
manipulation and insider trading.

2. Regulatory Functions:

o Registration and Regulation: SEBI registers and regulates various market intermediaries,
including stockbrokers, merchant bankers, and mutual funds.

o Market Surveillance: It monitors market activities to detect irregularities and
manipulations.

o Enforcement: SEBI takes enforcement actions against violations of securities laws.
3. Developmental Functions:

o Market Development: SEBI promotes the development of the securities market by
introducing new products, facilitating innovations, and encouraging investor participation.

o Educational Initiatives: It conducts investor education programs to enhance financial
literacy.

4. Quasi-Legislative, Quasi-Judicial, and Quasi-Executive Powers:

o SEBI drafts regulations, conducts investigations, passes rulings, and takes legal action
against entities engaged in fraudulent or manipulative practices.

o It has the authority to issue guidelines, circulars, and directions to market participants.

Conclusion: SEBI plays a crucial role in maintaining market integrity, investor confidence, and sustainable
capital markets in India. Its multifaceted functions contribute to the growth and stability of the securities
industry.

3. State the features and objectives of Investments.

Answer: Investments refer to the allocation of resources (such as money, time, or effort) into assets with
the expectation of generating returns or achieving specific financial goals in the future. Here are the features
and objectives of investments:
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Features of Investments:

1. Risk and Return: Investments involve a trade-off between risk and return. Generally, higher returns
are associated with higher levels of risk. Investors evaluate the risk-return profile of investments
based on their risk tolerance and investment objectives.

2. Liquidity: Liquidity refers to the ease with which an investment can be converted into cash without
significant loss of value. Some investments, such as stocks and bonds traded on public markets,
offer high liquidity, while others, like real estate or private equity, may have lower liquidity.

3. Time Horizon: Investments can be classified based on their time horizon, ranging from short-term
(e.g., savings accounts, money market funds) to long-term (e.g., stocks, real estate). The time
horizon of an investment influences the choice of investment vehicles and strategies.

4. Diversification: Diversification involves spreading investments across different assets or asset
classes to reduce risk. By diversifying, investors can mitigate the impact of adverse events affecting
any single investment.

5. Tax Implications: Investments may have tax implications that affect their after-tax returns.
Understanding the tax treatment of different investment options is essential for maximizing returns
and minimizing tax liabilities.

Objectives of Investments:

1. Wealth Accumulation: One of the primary objectives of investments is to accumulate wealth over
time by generating returns that exceed the rate of inflation. Investments help individuals and
institutions build financial resources to meet future expenses and achieve long-term financial goals,
such as retirement planning or funding education.

2. Income Generation: Investments can provide regular income in the form of interest, dividends, or
rental payments. Income-generating investments, such as bonds, dividend-paying stocks, or rental
properties, help investors meet their ongoing financial needs and maintain a certain standard of
living.

3. Capital Preservation: Some investors prioritize capital preservation, aiming to protect the value of
their investments and avoid significant losses. Investments with lower risk profiles, such as
government bonds or savings accounts, focus on preserving capital rather than maximizing returns.

4. Capital Appreciation: Capital appreciation refers to the increase in the value of investments over
time. Investors seeking capital appreciation typically invest in assets with growth potential, such as
stocks or real estate, with the expectation of selling them at a higher price in the future.

5. Risk Management: Investments can be used to manage various types of risks, including inflation
risk, market risk, and longevity risk. Through diversification and strategic asset allocation, investors
seek to balance risk and return to achieve their financial objectives while minimizing potential
losses.

Conclusion: Overall, investments play a crucial role in building wealth, generating income, and achieving
financial security over the long term. By understanding the features and objectives of investments, investors
can make informed decisions to optimize their investment portfolios and pursue their financial goals.
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4. Enumerate the law regulating investment by financial institutions and foreign financial
Institutions.

Answer: In India, investment activities by financial institutions and foreign financial institutions are
regulated by various laws and regulatory bodies to ensure stability, transparency, and investor protection in
the financial markets. Here are some key laws and regulatory frameworks governing investments by
financial institutions and foreign financial institutions:

1. Reserve Bank of India Act, 1934: The Reserve Bank of India (RBI) Act empowers the RBI to
regulate and supervise banks, financial institutions, and non-banking financial companies (NBFCs).
It provides the legal framework for the functioning of the central bank and its oversight of the
banking and financial sector.

2. Banking Regulation Act, 1949: The Banking Regulation Act empowers the RBI to regulate the
banking sector in India. It governs various aspects of banking operations, including licensing, capital
adequacy, governance, and lending practices of banks and financial institutions.

3. Foreign Exchange Management Act, 1999 (FEMA): FEMA regulates foreign exchange
transactions and transactions involving foreign securities. It governs investments by foreign
financial institutions in Indian securities markets, including equity, debt, and derivatives.

4. Securities and Exchange Board of India (SEBI) Act, 1992: The SEBI Act establishes SEBI as
the regulatory authority for the securities markets in India. SEBI regulates various participants in
the securities markets, including stock exchanges, listed companies, mutual funds, and foreign
portfolio investors (FPIs).

5. SEBI (Foreign Portfolio Investors) Regulations, 2019: These regulations govern the registration,
eligibility criteria, operational guidelines, and compliance requirements for foreign portfolio
investors (FPIs) investing in Indian securities markets. FPIs include foreign institutional investors
(FIIs), sub-accounts, and qualified foreign investors (QFIs).

6. Insurance Regulatory and Development Authority of India (IRDAI) Act, 1999: The IRDAI Act
establishes IRDAI as the regulatory authority for the insurance sector in India. It regulates the
activities of insurance companies, including investment practices, solvency requirements, and
corporate governance standards.

7. Pension Fund Regulatory and Development Authority (PFRDA) Act, 2013: The PFRDA Act
establishes PFRDA as the regulatory authority for the pension sector in India. It regulates pension
funds, pension fund managers, and other entities involved in managing pension funds, including
their investment activities.

8. Companies Act, 2013: The Companies Act governs the incorporation, management, and operation
of companies in India. It includes provisions related to corporate governance, disclosure
requirements, and investment activities of companies, including financial institutions.

Conclusion: These laws and regulatory frameworks collectively provide the legal and regulatory
framework for investment activities by financial institutions and foreign financial institutions in India. They
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aim to promote financial stability, investor protection, and the development of the Indian financial markets

while ensuring compliance with international best practices and standards.

5. A Company is a legal entity district from its members. In what circumstances does the Court
ignore this principle?

Answer: While the principle that a company is a separate legal entity distinct from its members is generally

upheld, there are specific circumstances where courts may pierce the corporate veil and disregard this

separation. Here are some situations:

1.

[clagigel]

Fraud or Improper Conduct:

o If a company is used as a mere facade to perpetrate fraud or illegal activities, courts may
hold the members personally liable. For example, if shareholders intentionally misuse the
corporate structure to defraud creditors or evade taxes, the court may pierce the veil.

Undercapitalization:

o When a company is undercapitalized, meaning it lacks sufficient funds to meet its
obligations, courts may hold shareholders liable. If shareholders fail to adequately capitalize
the company, they may be personally responsible for debts.

Alter Ego Doctrine:

o Courts apply the alter ego doctrine when sharcholders treat the company as an extension
of themselves rather than a separate entity. If there is no real distinction between the
company and its members (e.g., commingling of funds, ignoring corporate formalities), the
court may disregard the corporate veil.

Group Enterprises:

o In cases of group enterprises, where multiple companies within a group operate as a single
economic unit, courts may look beyond the corporate form. If one company’s assets are used
to benefit another within the group, the veil may be pierced.

Public Interest or Equity:

o Courts may pierce the corporate veil in the interest of public policy or equity. For instance,
if a company’s actions harm public welfare or violate fundamental rights, shareholders may
be held personally liable.

Statutory Provisions:

o Some statutes explicitly allow for piercing the corporate veil. For example, environmental
laws may hold directors personally liable for environmental damage caused by the company.

Agency or Trust Relationships:

o Ifacompany acts as an agent or trustee for its members, courts may disregard the separation.
For instance, if a company holds assets in trust for its shareholders, the veil may be pierced.
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6. What is Debenture? What remedies are available to the debenture holders for realization of
their security?

Answer:

A debenture is a type of debt instrument issued by companies or governments to raise capital. When an
investor purchases a debenture, they are essentially lending money to the issuer in exchange for a promise
to repay the principal amount along with periodic interest payments over a specified period.

Here are the key features of debentures:

1. Fixed Income: Debentures typically offer fixed or floating interest rates, which are paid to
debenture holders at regular intervals (e.g., annually, semi-annually, or quarterly) until maturity.

2. Unsecured or Secured: Debentures can be either unsecured, meaning they are not backed by any
specific collateral, or secured, where specific assets of the issuer are pledged as security for the
debentures. Secured debentures offer greater protection to debenture holders in case of default by
the issuer.

3. Maturity: Debentures have a fixed maturity date, at which point the issuer is obligated to repay the
principal amount to the debenture holders. Some debentures may be issued with perpetual maturity,
meaning they have no fixed maturity date and are repayable at the discretion of the issuer.

4. Transferability: Debentures are often freely transferable, allowing debenture holders to sell their
holdings in the secondary market to other investors.

5. Ranking: In the event of bankruptcy or liquidation of the issuer, debenture holders typically have a
higher claim on the assets of the company compared to equity shareholders but rank below secured
creditors.

Remedies Available to Debenture Holders for Realization of their Security:

1. Enforcement of Security: If the debentures are secured by specific assets of the issuer, debenture
holders have the right to enforce their security interest in case of default by the issuer. This may
involve seizing and selling the collateral to recover the outstanding debt owed to them.

2. Legal Action: Debenture holders can initiate legal proceedings against the issuer to recover the
amount owed to them, including the principal and interest payments. This may involve filing a
lawsuit for breach of contract or seeking a court order to enforce the terms of the debenture
agreement.

3. Appointment of Receivers: In cases of default, debenture holders may have the right to appoint a
receiver to take control of the assets of the issuer and manage them on behalf of the debenture
holders. The receiver's primary objective is to realize the assets and distribute the proceeds to the
debenture holders.

4. Liquidation: If the issuer becomes insolvent or enters into liquidation, debenture holders may
participate in the distribution of assets alongside other creditors. Secured debenture holders have
priority over unsecured creditors in the distribution of assets.
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Conclusion: Debenture holders have several remedies available to them for realization of their security in
the event of default by the issuer. The specific remedies and their effectiveness depend on the terms of the
debenture agreement, the nature of the security, and applicable laws and regulations.
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7. State the advantages of depository system in India

Answer: The depository system in India, operated by entities such as the National Securities Depository
Limited (NSDL) and the Central Depository Services Limited (CDSL), offers several advantages to
investors, issuers, and the capital markets as a whole. Here are some key advantages of the depository
system in India:

1. Elimination of Paperwork: The depository system eliminates the need for physical share
certificates by converting securities into electronic form. This reduces paperwork, storage costs, and
the risk of loss or damage associated with physical certificates.

2. Efficiency in Settlement: Electronic transfer of securities through the depository system facilitates
faster and more efficient settlement of trades. It enables seamless transfer of ownership and reduces
the time required for clearing and settlement processes, thereby reducing systemic risks and
enhancing market liquidity.

3. Lower Transaction Costs: By climinating the need for physical delivery and manual processing of
securities, the depository system reduces transaction costs associated with share transfers, such as
stamp duty, handling charges, and courier fees. This makes investing more cost-effective for
investors and issuers.

4. Improved Transparency and Accountability: The depository system provides a centralized
platform for recording and maintaining ownership of securities. It enhances transparency in the
securities markets by providing real-time access to transaction records, shareholding patterns, and
corporate actions, thereby promoting investor confidence and trust.

5. Facilitation of Corporate Actions: Depositories play a crucial role in facilitating corporate actions
such as dividends, bonus issues, rights offerings, and stock splits. They ensure timely and accurate
processing of corporate actions, resulting in greater efficiency and convenience for investors and
issuers.
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6. Enhanced Investor Convenience: Investors benefit from the convenience of holding and managing
their securities in electronic form through demat accounts. They can access their holdings online,
monitor their investment portfolios, and transact securely from anywhere at any time.

7. Reduction of Risks: The depository system helps mitigate risks associated with physical securities,
such as theft, forgery, and counterfeiting. Electronic holdings in demat accounts are safeguarded
through stringent security measures and robust authentication mechanisms, reducing the likelihood
of fraud or loss.

8. Promotion of Investor Education and Awareness: The depository system promotes investor
education and awareness by providing educational resources, online tools, and information portals
to help investors make informed decisions about their investments. This fosters a culture of
responsible investing and strengthens investor protection.

Conclusion: The depository system plays a vital role in modernizing and strengthening the Indian capital
markets by enhancing efficiency, transparency, and investor confidence. It has revolutionized the way
securities are held, traded, and settled, making the investment process smoother, safer, and more accessible
for all stakeholders.

Explain the purpose of inter corporate loans and investments in the companies.

Answer: Inter-corporate loans and investments refer to financial transactions between two or more
companies within the same corporate group or between unrelated companies. These transactions serve
various purposes and can provide several benefits to the companies involved. Here are some key purposes
of inter-corporate loans and investments:

1. Capital Allocation: Companies may use inter-corporate loans and investments as a means of
allocating capital within their corporate group. For example, a parent company may provide loans
to its subsidiaries to finance their operations, expansion projects, or working capital requirements.
Similarly, companies may invest in other companies as part of their capital allocation strategy to
diversify their investments and generate returns.

2. Business Expansion: Inter-corporate loans and investments can facilitate business expansion
initiatives by providing the necessary funds for mergers, acquisitions, joint ventures, or strategic
alliances. Companies may use loans to fund acquisitions or invest in equity stakes of other
companies to gain access to new markets, technologies, or distribution channels.

3. Optimization of Cash Surplus: Companies with surplus cash may choose to invest in inter-
corporate loans or securities of other companies as a means of optimizing their cash holdings.
Instead of keeping idle cash, companies can earn returns by investing in short-term or long-term
loans, bonds, or equity shares of other companies.

4. Risk Management: Inter-corporate loans and investments can help companies manage financial
risks and diversify their investment portfolios. By spreading their investments across different
companies, industries, or asset classes, companies can reduce exposure to specific risks and improve
overall portfolio risk-adjusted returns.

5. Tax Planning: Companies may engage in inter-corporate loans and investments for tax planning
purposes. For example, loans provided to subsidiaries may be structured to optimize tax liabilities,
such as interest deductions for the lending company and taxable income reduction for the borrowing
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company. Similarly, investments in other companies may result in tax benefits such as dividends,
capital gains, or tax credits.

6. Liquidity Management: Inter-corporate loans and investments can be used as part of liquidity
management strategies to optimize cash flow and working capital management. Companies may
invest excess liquidity in short-term loans or money market instruments to earn interest income
while maintaining liquidity for operational needs.

7. Strategic Investments: Companies may strategically invest in other companies to gain access to
strategic assets, technologies, or capabilities that complement their core business operations. These
strategic investments can enhance competitive advantages, foster innovation, and drive long-term
growth and profitability.

Conclusion: inter-corporate loans and investments serve multiple purposes and can be valuable tools for
companies to achieve their financial, strategic, and operational objectives. However, it's essential for
companies to carefully evaluate the risks and benefits associated with such transactions and ensure
compliance with regulatory requirements and corporate governance standards.

Explain the guidelines for disclosure under the SEBI Act.

Answer: Under the Securities and Exchange Board of India (SEBI) Act, 1992, SEBI has the authority to
regulate and oversee the securities markets in India. One of the key aspects of SEBI's regulatory framework
is the establishment of guidelines for disclosure by entities operating in the securities markets. These
guidelines aim to ensure transparency, fairness, and investor protection. Here are some key guidelines for
disclosure under the SEBI Act:

1. Continuous Disclosure Requirements: SEBI mandates listed companies to make continuous
disclosures to ensure that investors have access to timely and relevant information. This includes
disclosures of financial results, material events, corporate actions, regulatory filings, and any other
information that may have a material impact on the company's operations or financial position.

2. Disclosure and Investor Protection (DIP) Guidelines: SEBI has issued detailed guidelines known
as the Disclosure and Investor Protection (DIP) Guidelines, which prescribe the disclosure
requirements for public offerings of securities, such as initial public offerings (IPOs), rights issues,
preferential allotments, and follow-on public offerings. These guidelines specify the information
that must be disclosed in offer documents to enable investors to make informed investment
decisions.

3. Corporate Governance Disclosures: SEBI has introduced various disclosure requirements related
to corporate governance practices to enhance transparency and accountability in listed companies.
This includes disclosures regarding the composition of the board of directors, board committees,
related-party transactions, corporate social responsibility (CSR) initiatives, and adherence to
corporate governance norms.

4. Insider Trading Disclosures: SEBI mandates insiders, including directors, officers, and employees
of listed companies, to make disclosures of their trading activities in the company's securities.
Insiders are required to disclose details of their trades, including the quantity, price, and timing of
transactions, to prevent insider trading and ensure fairness in the securities markets.
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5. Disclosure of Shareholding Patterns: SEBI requires listed companies to disclose their
shareholding patterns periodically, indicating the distribution of shareholding among promoters,
institutional investors, public shareholders, and other categories of investors. This helps investors
track changes in shareholding and monitor the ownership structure of listed companies.

6. Disclosures by Mutual Funds and Other Intermediaries: SEBI also regulates disclosures by
mutual funds, portfolio managers, stockbrokers, and other market intermediaries. These entities are
required to make disclosures related to their operations, investment strategies, fees and expenses,
performance, and other material information to investors.

7. Periodic Reporting Requirements: SEBI mandates listed companies, mutual funds, and other
regulated entities to submit periodic reports and disclosures to SEBI and stock exchanges. These
reports include quarterly financial statements, annual reports, compliance reports, and other
regulatory filings.

Conclusion: SEBI's guidelines for disclosure aim to promote transparency, investor confidence, and market
integrity by ensuring that investors have access to accurate, reliable, and timely information about securities
issuers and market participants. Compliance with these disclosure requirements is essential for maintaining
trust and credibility in the securities markets.
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Part-C
Problems

1. X purchased from 'Y’ 1000 shares of ABC Ltd. Company on the basis of prospectus containing
wrong statement What remedies are available to X against the company.

2. A X’ Ltd has received a letter from Murthy Informing purchase of 1,000 equity shares of the
company through his broker, but those transfer deeds have been misplaced in transit. Advise as the
procedure for effecting transfer of shares in such a case.

3. Ram is the shareholder of a company. Ram insures the steel company in his own name. The
company is destroyed by fire. Can Ram recover the less

4. Sita is a debenture holder of a 'Y’ company but company went on losses and declared insolvent.
Advise what to do.

5. A company issued a prospectus containing misstatements on which action could be taken against
the company. A person purchased shares in the market relying on the prospectus and filed a suit
Discuss.

6.X share holder of Satyam Computers Co, takes proceedings against the Directors of the Company
to compel them to make good the losses sustained by him owing to their fraud. Will he succeed?
Decide.

7. Company ‘X’. Which is a public limited company, wishes to make investments in shares of a
company. The total investment exceeds the statutory limit stipulated by the companies Act, 2013.
Advice the procedure and formalities to be complied in this regard?

8. X, a whole time Director of a company made an invertion during the course of his employment
with the company. He patented the invertion in his own name and appropriated the benefits to
him-self. Can he do so? Cite case law.

9. When a Shareholder of 'X> Company delegates the right to vote at HGM to another person,
what is the legality?

10.X is the shareholder of Y Company. X insures the Stool Company in his own name. The
Company is destroyed by fire, Can X recover the loss?

11.X was bearer of debenture of Y Company. He transferred the same to Y. The Company Y refused
to pay the amount with interest to him. Whether Y can claim it.

12. X is a debenture holder of Y Company but company went on losses and declared insolvent.
Advise what to do.

13. Ramu subscribed shares issued by X' Ltd. The prospectus of 'X' Ltd, included a statement which
was misleading in the forms and contents. On the basis of the prospectus believing it to be true,
Ramu subscribed for shares and sustained loss. Can Ramu sue for compensation of loss? If so, who
will be sued for such loss?
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14. Dinesh, one of the joint holders of shares of a company, sent a requisition to the company to
spilt the shares equally amongst him and the other joint holders, by issuing fresh share. certificates.
State whether the company is bound to comply with this requisition.

15. Can a subsidiary company hold shares in its holding company? § Ltd hold shares of H Ltd before
becoming it's subsidiary Will it be necessary for $ Ltd to surrender those shares on its becoming a
subsidiary of H' Ltd.

16. X Ltd has received a letter from Murthy informing purchase of 1,000 equity shares of the
company through his broker, but that transfer deeds Have been misplaced in transit. Advise as the
procedure for effecting transfer of shares in such a case.
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