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SECTION - A (Compulsory)

Q.1 MCQ
Answer Hint:
i. A . Cancellation after 2 months:

Re ntha-beriod - faor +the cantract: 1 manth
l\olnulnlllg Pol qu | A4} Mo CurTiiT e+ 4

Rates at the time of cancellation:

Spot rate: X27.30 / X27.35 per SF

One-month forward rate:r X27.45 / X27.57 per SF

When the contract is cancelled, the bank needs to enter into an opposite
contract to offset the original forward contract. Here, the bank initially
entered info a forward purchase contract, so the bank would need to sell

Gain of 3200

<E 10000 4l 4l ol
I 1V, UUU Ul IIIC LUIICHI one= ll\Ulllll IUI ward IUIC

Calculation of Loss/Gain:

The bank originally agreed to buy SF 10,000 at X27.25.

At cancellation, the bank will sell SF 10,000 at the one-month forward
rate.i.e 2757

Gain to bank = ¥27.57-27.25 = 0.32 per $

Total Gain to bank = 0.32 x10,000 = ¥3200

ii. [A. (|) Cash requirement under decentralised cash management

$1,64,08,227.85 'No‘te: Under decentralised cash management surplus of one!

.Y N
(a)—Deficit-of €Canadian-Sub

$1 = Can$-1.58
P+ cany-1+.9006

Can$ 2,50,00,000 $(T;3 x 2,00,00,000)

(b) Deficit of UK Sub
£1 = $15
£25,00,000 $(1.5 x 25,00,000) = $ 37,50,000

(c) Total cash requirement
= $(1,26,58,227.85+37,50,000) = $1,64,08,227.85

iii. - Arbitrator buys and sells simultaneously the currency with a view fo making
riskless pr‘ofu‘r.
iv. | B. Adjusting for Semi-Annual Period:
Semi-annual- US-inflationrate = 0.06/2=-0.03
$1.2298 /£ Semi-annual Eurozone inflation rate = 0.01/2 =0.005
As per PPP,

1+Inflation Rate in USD
1+Inflation Rate in EUR
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=120 x (1.03/1.005) = $1.2298/£

Investment of 15,000 with a 4% front-end load comes to 15,000 x (1- 0.04) =
14,400

The nortfolior

D
D
)
3

H 12°/ annt but-we-heed-to-accou 1- fOf‘ fhe Gnnual

at
o PUI mTunuvTuairTc v

expense ratio of 1.25%. The net annual return is (12%-1.25%) = 10.75%

/0 Ullllu ll’ UUI wo Ticou IU acceuun

FV =Rs.14,400 x (1+0.1075)° = Rs.14,400x1.6661 = Rs.23,992.8

Vi.

Tt AR . ANV L4 T [l Dor +D Il Il +C T AA . D
Lnrrmalr Margimn=iNiTTy Lndex Frice dT rurcnasex Lot orZze x Lnrral margin rer‘cen'rage

34,500 & 7.25%

Initial Margin = 1380 x 250 x 0.10 = 34,500

Loss/qain from future contract

Profit per Lot = (1390-1380) x 250 2500

b 2. Y Y]

D 3 . ¥ al . y L [l . \ fa faVal VBl aVal EWaVaX-Yi
Fercentage gam (Gamy timial margin) = c¢9UU7/ 349UUX1UU /o .20/

Buy 40
contracts

Value Beta weight
Equity 800,000 | 0.69 | (8/10)

Cash 200,000 | 0 [ (2/10)

10,00,000 -- 1

720

Q)]
<
o
3
=
s

etaof portfolic = (Bg X We) + (Bc X We)

XE)+\UXE}—.552

=y

Objective: Increase beta to 1.10
Value of Index future to be bought = Value of - Change in Beta)

Par+falia

I ulruuvilivu

10,00,000 x (1.10 - .5652)

¥ 5,48,00

(137 x 100) = 13,700

Value of one contract

No. of Contract - [51438:;)3 ] =40

viii

An option holder is a party in a contract who has the right, but not the

Option Haolder

obligation, to buy (call option) or sell (put option) an asset at a specified

price within a specified period. This differs from other types of contracts

such as forward contracts or futures contracts, which generally obligate
the parties to execute the transaction on a specified future date.

ix.

Beta Coefficient

1.89%

_ Correlation coefficient between the security and the market xStd.deviation of the security return

Std-deviation-ofthe-marketreturn
G- aeviattohortne margetreturiy

ot

- (08)(004) _ 4 454

(0.022)

New_nequir:ed_pe:tum_on_the_sec.-rity'
R=Rs+pP(RnRf)=52+1454(98-52)=1189%
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(ERx Wx) + (ERy Wy)

(18 x Wx) + [11 x (1-Wx)]

18Wx + 11 - 11Wx

Wy = %:0786

Xi. |A.

Modern

The Markowitz Mean-Variance Model, developed by Harry Markowitz, is a
foundational concept in Modern Portfolio Theory (MPT). It focuses on creating an

Portfolio

antimal-noartfalin-bv-ranciderina-+the +rade-aff hetween-ni cl-and-returnn—aimi +
UPIIHIUI PUI Hronv I.Jy CuTionuct Illy mee 1mradc~=uy ) vciweccit rion aricdrciruarity, ulllllng O

maximize expected return for a given level of risk or minimize risk for a given level

Analysis

of expected return.

Xii. [A.

Required-return-(Ke)—=R¢+-(Kw—R1)-p
=0.10+(0.15-0.10) = 1.5=0.175

06.84

Now Ke=175% and g=8%
Equilibrium Price =Dh /(Ke — Q)

(5% T.08J7(0.175=0.08)
(5.40)/(0.095)

=356.84

Xiii .
2203.80 Cr

Market capitalization = 1500cr

Market price =3X1500

No. of share = = ler

R [ L—al 1 2 0O-20
BUybdCR sndre - 1CIm X cU/o = VU.cJUll

n I 1 . LN ~FaVa 110 14 =N
BUybDdCR price - 1JUU X 11U/ - 10JU

D Ll D L | N0 14 50 2920
sankiodan = oBuybdack vdiue = U.cUCr X 16JU = 355uUcCr

Post buyback EPS:

PBT = [T - 285714 = [It should be equal to EBIT as there

709
7 )

was ho debt before buiback]

EBIT 285.714

Less: Interest on loan (330 x 167%) 52.80
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EBT 232914
Less: Tax @30% 69.874
EAT (or, EAE) 163.0398
EAE 163.0398] _
EPS [No ofehare] [ 0.80 ] = 203.80
Xiv. | A These are the four primary strategies for dealing with risk:
Accept; 1.—Accepti—Acknowledge—the—risk—and—choose—to—deal-with—any—potential
Mitigate, consequences if it occurs.
Transfer and 2. Mitigate: Take steps to reduce the likelihood or impact of the risk.
Avoid 3. Tral —Shi ' ; i ce or

outsourcing.
4. Avoid: Change plans to eliminate the risk entirely.

xv. |D. Explanation:

Open-ended mutual funds allow investors to buy and sell units at any time
at the prevailing net asset value (NAV), providing liquidity and flexibility.
Close-ended mutual funds have a fixed number of units and a fixed
maturity period.Investors canonly redeem their-unitsat the end of the
scheme's term or trade them on a stock exchange if they are listed.
Therefore, option D correctly highlights the indefinite redemption period
for open-ended schemes and the limited life for close-ended schemes.

L M'gjﬂn (op roud:
Bawnk, woua&-\- s @F¢e- 2%
CuRlomal. Cold ¢ @ F 602-30
T () Exdenson wsk (Lasc/gain under canalishen)

I Caveallohon:
Bank o3 4o seld § @ G SLos+ - La”
_— =Z6Gl-eu3p

Cugwiner ToR o oW & @ & Ll Lvlo
\osS/gain o wgleeran:

Sala price. o $ 6222
—T Pvdage prte. ol & Gl Ly3o
E— hainy pey & W

B Tot)D gainy for 0000 | 13syo
B Ex fens (any goin = |a'l§sqo}h£_

mmmmg POINT // CA NAGENDRA SAH /T WWW.NAGENDRASAH.COM



MiSSion 80+

CA FINAL CAP-1I1 CMA FINAL

T INAFM/sFm ) N —
7_ Moo fovwird yade:

Bank g 4o by $ under 3m frmuard ot
MR o 3110w\ Bid Wk )
—t $|= TGl.S600
— *+ 93/ Ddigwun}
60° 9281 e Bk Ferward .

YOUR GUIDE FOR FINANCIAL PLANNING....

LEARNING POINT ~
§™

- — *Usv.  maryip
30'6533 Anl

Question No. - 2(b) Solution:
Working Notes:

(i) Depreciation = w =% 20,00,000 Per Annum

(1) Realization from Passenger

Passenger Capacity 60 60 60 60 60
Exp.  Operational 80% 80% 90% 90% 90%
Capacity

No. of Trips per Day 4 4 4 4 4
Average Realization 2,000 2,000 2,000 2,000 2,000
Per Passenger (%)

No_of Days 365 365 365 365 365
Realizations{¥)—-14,01,60,000-14,01,60,000-15,76,80,000{ 15,76,80,000 15,76,80,000+ —

(in) Statement Showing Cost )

Annual Cost of | 2,50,00,000 2,75,00,000| 3,02,50,000] 3,32,75,000| 3,66,02,500

Manpower

Airport  Handling 36,50,000 36,50,000 36,50,000 36,50,000 36.,50,000
Charges
Annual-Repair—&—5,00,00,0005,50,00,0006,05,00,000|6,65,50,000—7,32,05,000
Maintenance

Daily Operating, 2,73,75,000| 3,01,12500| 3,31,23,750| 3,64,36,125| 4,00,79,738

Exp.

Total 10,60,25.0001-11,62,62.500112,75,23.750113,.99.11,1251 15,35, 37,238 | ——
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(1v)—Statement Showing NPV

(Amountin¥)——

Realizations 14.01.60.000{ 14.01.60.000 | 15.76.80.000{15.76.80.000 | 15.76.80.000
Cost of Operations | 10,60.25.000 | 11.62,62,500 | 12.75.23.750| 13,99.11,125 | 15,35.37,238
Depreciation 20,00,000| 20,00,000/ 2000000 20,00,000, 20.00,000
Profit Before Tax | 3,21,35000| 2,1897,500| 2,81,56.250| 1,57.68,875| 2142762
Less: Tax — - —| 4730663 642829
Profit after Tax 3.21,35000( 2.18.97,500| 28156250 11038212 1499933
Add: Depreciation | 20.00,000|  20,00.000|  20,00,000|  20,00,000|  20,00,000
3.4135000| 23897,500| 3,0156250| 13038212| 3499933
CE Factor 08 09 0.75 0.70 0.70
Certain Cash Flow | 2.73,08,000| 2.15,07.750| 2.2617.188| 9126748| 24.49.953
PVF@16% 0.862 0743 0641 0552 0476
PV of Cash Inflow | 2,35.39.496] 1.59.80.258| 1.44.97.618|  50.37.965|  11.66.178
Total PV of Cash Inflow 6,0221,515
PV of Cash Ouflow 5.00,00.000
NPV 1.02.21515

Since NPV s positive Airborne Ltd—should-accept the project:

UES

LON - 3(a) Solution:

(i) Net exposure of each currency (i.e. Net fluctuation in currency)

Currency Net Exposure= (Net cash flows x change in rate)
(i) $ (400 - 200) x (48.82 - 48.01)
= X 162 lakhs (Gain)
(i)  FRF (200 - 80) x (8.12 - 7.45)
= X 80.40 lakhs (Gain)
an) £ (300-200) x(75.98 - 75.57)
= X 41 lakhs (Gain)
(iv) ¥ (150-250)x(240-3.20)
= X 80 lakhs (Gain)

(ii) Net exposure in all currencies are offset by better forward rate (i.e. gain)
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QUEST = ion:
MF-A:
Expected Return (ER) = 10%8+12 _ 1004

[(10-10)2+(8-10)2+(12-10)2

Sb—= N . =1633%
MF-B:

FR _ 5+10+8 7 70/

(= = 3 = 7.00770

SD :J(5—7.667)2+(10—7?;667)2+(8—7.667)2 - 2055
ME-C

ER - LTTL3UTLU — 14%

SD :\/(14-—14)2+(10—314-)2+(18—14)2 - 3266 o/o

Calculation of Beta

S.D.of M.F.
Beta(p) = SDofMarket © T(MF & Market)
MF=A 1'323 x 0.45 = 0.245
MF-B = 2% 4 0.25 = 0.171
MF-C = T X 0.65 = 0.708
Sharpe Ratio = fME=Rr
OMF
Rank
MF-A 10-7 1.837 IT
1.633
MF-8 2667 =7 0.325 ITT
2.055
MF-C 14-7 2.143 I
3.266
" . - Ry F—RFE
Treynor's Ratio = B
Rank
MF-A 10—-7 12.245 I
0.245
MF-B 7.667 — 7 3.900 ITT
0.171
MF-C 12-7 9.997 -
0.708
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(i) Calculation of future price

-

§~

N

pot Price [ST) =339
Fxpecied Raie of Dividend =X 30% or0.30
ng rafe = 20% p-a. confinuously compounded
ime to expiration of the coniract = 3 months = {0.253 year)
Present value of dividend = (30%., X10} x 0202025 = 3x 005
=X 3/1.05127 =X 2.8537
Adijusted spot price = ¥ 356-2.8537 =X 353.1463

[Spot price-Present value of dividend]

Theoretical Future Price = ¥ 353.1463 x 0202025 =T 353.1463%1.05127
=¥ 371.25211
3-monih Futures Price =386
f:, 3-monih future price is greater than the theorefical Fuiure price and it is overvalued. In
is case, buy spof and sell fuiures.
—(ii)—Here arbitrage opportunity exists
The following steps to be followed.

~

a) Borrow %356 for a period of 3 months at the rate of 20% p.a. continuously
compounded.

(b) Buy one unit of share for ¥ 356 at To

d) Sell the stock future at the rate of ¥ 386 for 3 months

2) Repay of borrowing together with interest = ¥ 356 x 22902 - ¥ 374 25

f) Net Cash inflow = ¥ [386+3-374.25] = ¥ 14.75

o)

—~~

QUESTION - 4(b) Solution:
—(i)—Portfolio Beta:

=0.30 x 0.50 + 0.50 x 0.60 + 0.20 x 1.20

=0.15+0.3+0.24 =0.69

(i) Residual Variance:

Tod > Besidual Vari first of all we shall he S . Ricl

follows:
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B2 x of = (0.5)?(0.12)% = 0.0036
Bz x o = (0.6)%(0.12)? = 0.0052
B2 X o = (1.2)2(0.12)2 = 0.0207

Residual Variance = Total Variance - Systematic Risk
A = 0.020 - 0.0036 = 0.0164

B =0.010-0.0052 = 0.0048
¢ =0.120-0.0207 = 0.0993

_(iii) Portfolio variance using Sharpe Index Model:

Systematic Variance of Portfolio = (0.12)? x (0.69)? = 0.006856
Unsystematic Variance of Portfolio

Total Portfolio Variance
= Systematic Risk of the Portfolio + Unsystematic Risk of the Portfolio
= 0.006856+ 0.006648 = 0.013504

QUESTION - 5(a) Solution:

in<1'ing market prire of pqui'l'y share

= %106 (which is cum 10% bonus debenture of X6 each per share)

Ex-market price of equity share
= X106 - %6 = X100

Total return = Market price + Dividend per share

Good = %115+ 39 = %124
Normal =%107 + %5 = %112
Bad =97 +3%3 =3100
Market condition Pr-nbnhili'l'\/ Total return | Cost | Net return
Good 0.25 124 100 24
Normal 0.50 112 100 12
Bad 0.25 100 100 0
Expected Net Return = (24 x 0 .25) + (12 x 0.50) + (0 x 0.25) =1R%12

Expected Return (%) z NetReturn » 100

= 22 100 =12%
100
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— 1 Calculation of Variability of Return:
Variance =)' _ (X —=X)? x probability

Where, Mean = 12
= 0.25 (24 - 12)2+ 0.50 (12 - 12)? + 0.25 (0 - 12)?

=36+ 0+36 =72
| Variability = Standard deviation = vVariance
=V/72 = 8.485

QUESTION - 5(b) Solution:

For future contract:
Today Nov. 25 Nov.end

iToday, purchased Nov.future @%1150 .
On Nov.25 future (Nov) price is ¥1180
A

| |
— 1 On25 November-investor can settled by square off

A u’ \'\4\‘! A B Y
| Calculation of gain/loss on future contract:

(Rs.)

(a) Sales value of 600 future @ 1180 7.,08,000.0
7,07,681.4

(b) Purchase cost of 600 future @1150 6,90,000.0
Add: Brokerage (0.045% of 690000) 3105
6.90 310.5

Net gain (a-b) = 707681.4 - 690310.5 17,370.9

For option contract:

Investor can offset his position by buying call option for same underlying Assets,
same expiry date and same exercise price.

Calculation of gain/loss on option contract:

(Rs.)

(a) Sate value (i-e. premium received) for 600 option at 6000.00
premium Rs.10

Less: Brokerage [0.045% of (1190-10] x 600] 318.60

5,681.14

(b) Purchase of 600 option @ Rs. 16 premium 9600.00

9,916.98

Net gain (a - b) [9916.98 - 5681.14] = - 4,235.58

Hence, Overall gain = Gain of future - Loss on option
=17,370.9-4,23558=13,135.32
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jon 6(a) Solution:
* Equilibrium pi
=8% + 1.5(12% - 8%)

ity using CAPM

= 8% + 6%= 14%

p, __5(1.06)

" -g 0.14—006

=X 6625

=8.16% +1.8(12% - 8.16%)

—New Equilibrium-price-of Equity using CAPM

=816%+691% =1507%

D, _  5(1.08)

P= = =
k.-g 0.1507-0.08

=376.38

Thus, the equilibrium price is increased by X 10.13 per share.

QUESTION - 6(b) Solution:
- Particulars ! A B
Floating Rate _LIBOR+2%> LIBOR+2%
Fixed Rate 9.5%  135%
Max Affordable LIBOR 12%

12%

(i) | Schematic Diagram:
.‘ 9.50/0 m;
< P A — > —
9.5% LIBOR LT
= Deal between Citi Bank and A:

BOR+2% :ELIBOI%Z%

o,

cost).

with Citi Bank to recover fixed (i.e. 9.5%) and pay floating (LIBOR).
e TInthis case net effective cost of A Ltd. Should be LIBOR (i.e. Max affordable

= Deal between Citi Bank and B:

e B Ltd has to fund at LIBOR+2% and enter IRS agreement with Citi Bank to

receive LIBOR+2% and pay 12%.

e In this case net effective cost of B Ltd. Should be 12% (i.e. Max affordable

cost)
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(i) [ Saving to A Ltd. = (LIBOR+2%) - LIBOR = 2% Ans.

Saving To B LTd. = 15.0/k - 12/ = 1.0/ Ans.

£ | P at £L£ 4o s at)
(e, OWrr CrnoiCe COS1 elreCiive CO0o1)

#

. e . .
—Saving to Citi Bank. = Total Receipt = Total Payment

(L TROR +12°%\ _ (1 TRO
=(LIoOR+ 176 ) — (b0

v
F!
n
d
O

p!

P

k
N
0
>

% TInter ?rz-’mhot\: Qa.m (—‘o| exom)

plan .

U\oib 4o ogSume  divs

I+ i nod clean whethen dividemd plan 1S
DiNidend %aﬁ Plan orF, Dividond Ye-inves ent-

AS this Queshen s moedified Version of od
Queghon , it IS beMey 4 Joko <ame o8sLp iavy
o5 old QueSkon (.(‘ 4 vYerwemben).

d;"d Ye-invegiymeny plaT .

(A) XSsue pn‘aa,"-? DiNidend plan -

> AnnueD prof+ = F9F3JugCo
(Y = SyeosS.
Toral) profll in Syears = (9F1ug-¢co x <)
=I83V3

= 9%0.000+ 138343
= .\.058}\43

0¥l o a0 woids ok on 31320

- Assume ™ (s Dividond ve-invesimont plavy .

'nhp invegkren\t Value of end O.Q SYear (3»3-!.)

- {-—gﬁm ()mu] = 91L0%F

Dade : D To Aeddi 0]
‘! afgg o \“"V o

Okoy-Rls| — - -— \ - -

r03-WwIF| | 32 119 {ug [o02S

31-03-208 | 2026 | L [1025 | SO |0020S

13-219 | Lovss|r-S 19683 Us |0-034yss

Clogh

L

A 8

. RN Y] I . O]

1085
1:04sS

1108035
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PS Mo dividowd deslared ofen. 2).3-2019
No-s onits an 3\:3.202e = 1.0803s

108035 uwi+ 0213 We = L onit en L1
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" L] “ s w »
2.160F =9(|——-—, og0ac X &léet)
= [20,006 om’“sl
Henee, unit o) 1 NS = 0,000

Pmeunt  nvestd = 995,000
Henes, NAV ( 4\ Qels) = [MQQ].I{“ ﬂ

20,000
|Note' £ we oss i s divi oud |
Q wme w V‘Qﬁq

plan) Hlen oun  Soluwkon Wi

@) Tssue price of Qonuk plavy!
Sheat Vidd = 6Mx S = 324

Totel Natue o invegameny o) B3 WWD
= 10,00.000 4 324 = 41390,000
No-oP onits on B39 - .QQ:JL = 30000

o
de onits i’ e ane. bought L unit on
3 uqg.
do.SiQ ons ic Sene. ane boude\llom# on
JuN .
Dade. \o\xw \eowe Bl \aom
= o s vado | vewds (R =
BNRIE| L (—;‘T) LS 112G
R oe L_k_) 0.5 1S o
1:50 onixs on 313w S Lok o) 1.y-20iS
B0 i L 3)(—,],31130.00_0) (T = S
= 96,000 vwmit.

< : - _ 400,000
ene TS prie(MAVOD L.y i) < £20000

QUESTION- 7(b)

Machine-A:
Oy 1 2 3y
| 1 1 |
1 | | 1
(1,50,000) (40,000) (40,000) (40,000)
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Machine=B:
Oy 1 2y
| | |
I 1 1
(1,00,000) (60,000) (60,000)

0,
- . ’ ' o,
LIl ~VaWaYaYa) V. VaWaYaYa) 2 AQ7\ 2 410490
=1, 00,000+ (%U,000 X< 507) =, 47,400
Assume, annual equal cash inflows = x
x x PVIFA(10%, 3) = 2 49 480
or,xx 2.487 =2 49 480
x =1,00,313.6
—(ii)—Machine=8
- [+)
- 100000 4+ (A [aTaTaVIL By 4 YA\ =2 N4 140
= 41,UVy, U\JU - \ UUU A L1]7 \JU} = &,VUTT, 10UV
Assume, annual equal cash nflo S=x
PVof x - 204,160
or.x x PVIFA(10%, 2) -2 04 160
or,x x 1.736 - 204160
x 2% - 117603.7
T 1736 )
Comparison:

Oy 1 2 3y

(1,00,313.6) (1,00,313.6) (1,00,313.6)
Oy 1 2

(1,17,603.7) (1,17,603.7)

! ival | | | fl ¢ Machine-A is | H B I
Machine-A.
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Question 8(a):
Non-Fungible Tokens (NFTSs)

e Non-fungible tokens (NFTs) are unique cryptographic assets on a blockchain, each with
distinct identification codes and metadata.

e Unlike cryptocurrencies, NFTs are non-fungible, meaning each token is unique and cannot
be exchanged on a one-to-one basis.

e NFTs can represent various assets, including digital artwork, real estate, and collectibles,
with much of the current market focusing on collectibles like digital art and sports cards.

* NBA Top Shot is a prominent example, offering tokenized NBA moments in digital card
form, with some selling for millions of dollars.

e Jack Dorsey, Twitter's Co-Founder, sold a tokenized version of his first tweet for over
$2.9 million as an NFT.

e Asset tokenization is the process of creating digital tokens on a blockchain o represent
assets, offering benefits like increased liquidity, fair prices, and reduced management
costs.

e NFTs can be bought and sold on marketplaces like Rarible, OpenSea, and Foundation,
typically requiring funding through cryptocurrency wallets, with Ethereum being the most
widely accepted.

o Despite being around since 2014, NFTs are gaining popularity now, particularly for buying
and selling digital artwork, with $174 million spent on NFTs since November 2017.

Question 8(b):

ADR (American An American Depositary Receipt (ADR) is a certificate that represent

Depositary Receipts) | shares of a foreign stock owned and issued by a U.S. bank. The foreign
shares are usually held in custody overseas, but the certificates trade
in the U.S. Through this system, a large number of foreign-based
companies are actively traded on one of the three major U.S. equity
markets (the NYSE, AMEX or NASDAQ).

Advantages of ADR | « Access to capital
e Access to foreign exchange
e No change in shareholding/voting pattern.
e No Exchange Rate risk since the Company pays interest and dividends
in Indian Rupees
Limitations of ADR e High cost of issue
* Regquirement as to a large size of the issue
e Stringent compliance requirements
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1.Setting the Define the objectives, considering the company's risk tolerance and
Objectives financial health.

2.Identification of | Identify various risks based on organizational structure, business
Risk nature, economic conditions, etfc.

3.Measurement and
Prioritization of Evaluate the significance of risks based on expected severity and

Risk probability of occurrence.
4.Development of Develop a strategy for managing risks, including risk avoidance,
Strategy reduction, sharing, or-acceptance:

o o pis] lly fall into the followi teaopies:

Risk avoidance: action is taken to halt the activities giving rise to risk,
such as a product line, a geographical market or a whole business unit.
Risk_reduction: on iz tal " he-risk_of_likelihood
impact or both, generally via internal controls.

Risk sharing or transfer: action is taken to transfer a portion of the
risk through insurance, outsourcing or hedging.

Risk-acceptance: no-action-istakento-affect likelihood-or-impact——
5.Implementation of | Execute policies and strategies for risk management, including risk
Strategy transfer, risk control, and compliance.
6.Monitoring Risk Continuously review and monitor the effectiveness of risk management

decisions and adapt to changing risk factors.

mwmm; POINT // CA NAGENDRA SAH /T WWW.NAGENDRASAH.COM



