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Nariman Point, Mumbai - 400 021.
DISCLOSURE DOCUMENT FOR PORTFOLIO MANAGEMENT SERVICES

This Disclosure Document has been filed with the Securities and Exchange Board of India (SEBI) along with the certificate in the prescribed format in terms of Regulation 14 of the SEBI (Portfolio Managers) Regulations, 1993.

The purpose of this Disclosure Document is to provide essential information about the portfolio management services in a manner to assist and enable the investors in making an informed decision for engaging a Portfolio Manager.
This Disclosure Document contains necessary information about the Portfolio Manager required by an investor, before investing and the investors may also be advised to retain the document for future reference.
The name, phone number, e-mail address of the Principal Officer so designated by the Portfolio Manager is as given below:
Principal Officer
Mr. Nagendra Bhatnagar                                     
 

Managing Director & CEO            



Tel: 022-4322 1100                                

Email: nagendra.bhatnagar@idbicapital.com   
Head of Portfolio Management Business

Mr. R. Swaminathan
 



Mr. Kumar Nathani
Head- Fund Management



General Manager - Fund Management


Tel: 022-4322 1201




Tel: 022-4322 1482
Email: r.swaminathan@idbicapital.com

Email: kumar.nathani@idbicapital.com 
Date:  October, 2010
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IDBI CAPITAL MARKET SERVICES LIMITED

DISCLOSURE DOCUMENT FOR PORTFOLIO MANAGEMENT SERVICES

(1)
DISCLAIMER CLAUSE:

This Disclosure Document has been prepared by IDBI Capital Market Services Ltd (“IDBI Capital”), a Portfolio Manager registered with the Securities Exchange Board of India (“SEBI”), in accordance with SEBI (Portfolio Managers) Regulations, 1993 and filed with SEBI. This Disclosure Document has neither been approved nor disapproved by SEBI nor has SEBI certified the accuracy or adequacy of the contents of the Document.

(2)
DEFINITIONS:                                                                                                                                                                                           

a) “Assets” or “Assets of the Account” shall mean the Securities and other investments and funds managed by the Portfolio Manager from time to time in terms of the Portfolio Management Services Agreement entered into with the Client.

b) “Client” means the person who pursuant to the Portfolio Management Services Agreement with the Portfolio Manager intends to avail of the Portfolio Management Services offered by the Portfolio Manager.

c) “Custodian” shall mean the custodian providing custodial services in accordance with the regulations issued by SEBI and appointed from time to time for safe keeping of the Assets of the Client.

d) "Non-Resident Indian (NRI)" shall have the meaning as defined under Foreign Exchange Management (Deposit) Regulations, 2000 (FEMA Regulation, 2000) framed by Reserve Bank of India under Foreign Exchange Management Act, 1999.  (As on date as per FEMA Regulation 2000, "Non-Resident Indian (NRI)” means a person resident outside India, who is a citizen of India or is a person of Indian origin).
e) “Person of Indian Origin (PIO)” A person shall be considered to be a person of Indian Origin, if he is a citizen of any country, other than Bangladesh or Pakistan and if (a) he at any time held Indian passport; or (b) he or either of his parents or any of his grand parents was a citizen of India by virtue of the Constitution of India or the Citizenship Act, 1955; or (c) the person is a spouse of an Indian citizen or a person referred to in sub-clause (a) or (b) herein).
f) “Portfolio Management Services Agreement” means the agreement by whatever name called entered into between the Client and the Portfolio Manager for availing of the Portfolio Management Services rendered by the Portfolio Manager as provided for by regulation 14(1) of the Regulations.

g) “Portfolio Manager” means IDBI Capital Market Services Limited, a Portfolio Manager registered under the SEBI (Portfolio Managers) Regulations, 1993
h) “Pure Equity Oriented Portfolio” means the funds shall be deployed purely in equity instruments to the extent of 80 % in accordance with the Portfolio Management Services Ltd. and in case the market drops the funds shall be invested in the various instruments of the Debt Market as decided by the Client/Portfolio Managers based on the Portfolio Management Services Agreement.
i) “Regulations” shall mean the SEBI (Portfolio Managers) Regulations, 1993 as amended from time to time.

j) “Securities” shall mean the securities as defined in the Securities Contracts Regulation Act 1956 and includes bonds, notes, shares, units of mutual funds, certificates of deposit, futures, foreign exchange contracts, or other securities and instruments, and rights or property which may at any time accrue or be offered (whether by way of bonus, redemption, dividends, conversion, option or otherwise) in respect of any of the foregoing and any certificates, options, receipts, warrants or other instruments (whether in registered or unregistered form) representing rights to receive, purchase or subscribe for any of the foregoing or evidencing or representing any other rights or interests therein (including, without limitation, any of the foregoing constituted, evidenced or represented by an entry in the records of the issuer or a depository) which may from time to time be held by the Portfolio Manager pursuant to Portfolio Management Services Agreement.
Words and expressions used in this Disclosure Document and not expressly defined shall be interpreted according to their general meaning and usage. The definitions are not exhaustive. They have been included only for the purpose of clarity and shall in addition be interpreted according to their general meaning and usage and shall also carry meanings assigned to them in regulations governing Portfolio Management Services.

(3)
DESCRIPTION:-
i)
HISTORY, PRESENT BUSINESS AND BACKGROUND OF THE PORTFOLIO MANAGER 

IDBI Capital Market Services Limited (“IDBI Capital) is a leading Mumbai-based securities firm, which offers a full suite of products and services to individual, institutional and corporate clients and is a 100% subsidiary of IDBI Bank Limited (IDBI Bank).  The services provided include Equity and Equity Derivatives broking, depository services, portfolio management, investment banking, distribution of financial products and research.  

IDBI Capital was incorporated in the year 1993, with the objective of catering to specific financial requirements of financial institutions, banks, mutual funds and corporate houses. It is a member of the National Stock Exchange of India Limited (NSE) on Capital Market Segment and Futures and Options Segment, and also a member of the Bombay Stock Exchange Limited (BSE) on Cash Segment and Derivatives Segment. IDBI Capital besides being a SEBI registered Portfolio Manager is also a Depository Participant of the National Securities Depository Ltd (NSDL) and a SEBI Registered Merchant Banker. 

ii)
PROMOTERS OF THE PORTFOLIO MANAGER, DIRECTORS AND THEIR BACKGROUND:

PROMOTER:

IDBI Capital is promoted by Industrial Development Bank of India (now known as IDBI Bank Ltd.) (herein after referred to as “IDBI Bank”). IDBI Bank was established in 1964 and has since then played a key role in industrial financing offering a wide range of products and services. IDBI Bank has since been converted into a Bank vide Notification dated 02nd July 2004. IDBI Capital is a wholly owned subsidiary of IDBI Bank. Besides IDBI Capital Market Services Limited, the subsidiaries of IDBI Bank include, IDBI Home Finance Ltd, IDBI Gilts Limited and IDBI Intech Ltd, IDBI Asset Management Ltd.
The following are the directors of the Portfolio Managers:
	1.
	Shri R.M.Malla, Chairman.

Shri R.M.Malla is currently Chairman and Managing Director of IDBI Bank. He has a rich experience of 35 years with Syndicate Bank, IDBI Bank, IFCI & SIDBI. He has been associated with IDBI Bank since 35 years and has wide experience in Project Finance and Resource Management areas. He has held position as CEO of IFCI, while also functioning as an Executive Director of IDBI. Prior to his appointment as Chairman & Managing Director of IDBI Bank, he has held position as Chairman & Managing Director of SIDBI since July, 2007.



	2.
	Shri Nagendra Bhatnagar, Managing Director & CEO

Shri Nagendra Bhatnagar, holds a Master’s degree in Science (Chemistry) from the University of Delhi and is a Certified Associate of the Indian Institute of Bankers. He brings in 31 years of rich experience in banking including Investment Banking, International Banking, Credit Management, etc. Shri Bhatnagar has held various senior positions in State Bank of India in London and Cairo and was also Vice-President in SBI Capital Markets Ltd. Mumbai. His last assignment was as General Manager, State Bank of India, Local Head Office, and Ahmedabad.


	3.
	Shri B. P. Singh ,Director

Shri B. P. Singh is currently the Deputy Managing Director of IDBI Bank Limited and has been associated with the Bank for nearly three decades. Mr. Singh has handled various assignments in the Bank. Prior to joining the Board of the Bank in February 2010, Mr. Singh was Head of HR during the merger of two private sector Banks with IDBI Bank. Mr. Singh has rich and varied experience in the areas of Corporate Finance, Merchant Banking, Information Technology, Restructuring of Stressed Assets and Market Research. Mr. Singh was actively involved in large scale restructuring, major project financing and large syndication assignments and other merchant banking activities. Mr. Singh has been a member of various state level Finance; Corporations and as member of industry specific working groups set by Government.



	4.
	Shri Sethurathnam Ravi, Director.

Shri Sethurathnam Ravi, is a practicing Chartered Accountant from Delhi. He has been on the Board of various Companies and Banks and has a rich experience in accounting,   auditing, financial  and management consulting, business valuations, brand valuation, mergers, acquisitions, rehabilitation & restructuring, turnaround strategies, business advisory services, monitoring of financially assisted companies on behalf of FII’s and banks and bank audits.



	5.
	Shri Himendra Nath Varma, Director.

Shri Himendra Nath Varma, besides holding positions of Branch Manager, Regional Manager and General Manager in State Bank of India, was also appointed as Sr.Vice-President and later as Executive Vice-President of SBI Capital Markets Ltd. Shri Varma has more than 42 years of experience in the Banking/ Finance sector.



	6.
	Shri Onkar Nath Tandon, Director

Shri Onkar Nath Tandon, is a practicing Chartered Accountant from Kanpur, since 1975.



	7.
	Shri Bal Krishan Batra, Director 

Shri Bal Krishan Batra, is currently the Executive Director & Group Head (Corporate Banking) in IDBI Bank Ltd. Shri B.K. Batra has more than 30 years of banking experience. During his tenure with IDBI Bank Ltd., he has held various key positions and has obtained rich experience in various areas of banking and financial services especially in the area of Corporate Banking. Prior to his current assignment Shri Batra held the position as Group Head for Infrastructure & Syndication of IDBI Bank Limited.



	8.
	Shri Ashok Mukand, Director

Shri Ashok Mukand, held many key positions in the State Bank Group including that of Regional Manager, Chief General Manager of Bengal Circle of SBI. He retired as Dy. Managing Director & Chief Financial Officer of State Bank of India.  Shri Mukand has rich experience in various fields of domestic as well as international banking and finance viz. wholesale & retail banking, finance & HR functions. He has also worked as head of London office of State Bank India for more than 4 years.

	
	

	
	

	
	


iii)
GROUP COMPANIES/FIRMS OF THE PORTFOLIO MANAGER ON TURNOVER   BASIS (based on audited financial statements  31st March, 2010) 

1) IDBI Bank Limited - Holding Company

2) IDBI Gilts Limited – Fellow Subsidiary

3) IDBI Home Finance Limited – Fellow Subsidiary

4) IDBI Intech Limited– Fellow Subsidiary
5) IDBI Asset Management– Fellow Subsidiary

iv)
 Details of the services being offered:

1. Discretionary Services:

Under the Discretionary Portfolio Management Services, the choice as well as the timings of the investment decisions rest solely with the Portfolio Manager and the Portfolio Manager can exercise any degree of discretion in the investments or management of assets of the Client. The Securities invested / disinvested by the Portfolio Manager for Clients may differ from Client to Client. The Portfolio Manager’s decision (taken in good faith) in deployment of the Client’s account is absolute and final and can never be called in question or be open to review at any time during the currency of the agreement or at any time thereafter except on the ground of fraud, malafide, conflict of interest or gross negligence. This right of the Portfolio Manager shall be exercised strictly in accordance with the relevant Acts, Regulations, Guidelines and Notifications in force from time to time. Periodical statements in respect of the Client’s Assets under Management shall be sent to the respective Clients.

2. Non - Discretionary Services: 

Under the Non-Discretionary Portfolio Management Services, the Assets of the Client are managed in consultation with the Client. Under this service the Assets are managed as per the requirements of the Client after due consultation. The Client has complete discretion to decide on the investment (Stock Quantity and Price or amount). The Portfolio Manager inter alia manages transaction execution, accounting, recording or corporate benefits, valuation and reporting aspects on behalf of the client.
3. Advisory Services:

Under the Advisory Portfolio Management Services, the Portfolio Manager provides only investment advice. Entry / exit timing, execution and settlement is solely the Client's responsibility.
The abovementioned services are offered in terms of the Portfolio Management Services Agreement entered into between the Client and the Portfolio Manager.
(4)
PENALTIES, PENDING LITIGATION OR PROCEEDINGS, FINDINGS OF INSPECTION OR INVESTIGATIONS FOR WHICH ACTION MAY HAVE BEEN TAKEN OR INITIATED BY ANY REGULATORY AUTHORITY
i)
All cases of penalties imposed by SEBI or the directions issued by SEBI under the   Act or Rules or Regulations made there under:

None 
ii)
The nature of the penalty /direction.

None 

iii)
Penalties imposed on the Portfolio Manager (in its capacity as Portfolio Managers) for   any economic offence and/or for violation of any securities laws:

None 

iv)
Any pending material litigation/legal proceedings against the portfolio manager/key personnel (in its capacity as Portfolio Managers) with separate disclosure regarding pending criminal cases, if any:

None

v)
Any deficiency in the systems and operations of the Portfolio Manager (in its capacity as  Portfolio Manager )observed by SEBI or any regulatory agency:

None

vi)
Any enquiry/adjudication proceedings initiated by SEBI against the portfolio manager or its directors, principal officer or employee or any person directly or indirectly connected with the portfolio manager or its directors, principal officer or employee, under the Act or Rules or Regulations made there-under.

None
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SERVICES OFFERED

1)       
 After required consultations with the Clients, the Portfolio of the respective Clients   are   maintained either in the form of Debt Oriented Portfolio or in the form of Equity Oriented Portfolio. Details of the same are as given here under:
A) Debt Oriented Portfolio Management:
Under this Strategy, IDBI Capital offers portfolio management services customised to the requirements of Clients. Currently the Portfolio Managers manages portfolios of provident and pension funds, trust funds and corporate funds. 
Portfolio Management Services are offered on discretionary as well as non-discretionary basis. The Portfolio Manager also provides investment advisory services. Internal guidelines are evolved by Portfolio Manager in consultation with the Clients in addition applicable statutory or government guidelines governing the Client are taken into consideration.

Services offered by IDBI Capital encompass the full gamut of services required by Clients (including Institutional and Corporate Clients) for management of their funds. The exact nature of services to each Client is tailored to their respective need. 

Investment objectives of funds are to generate an optimum return taking into consideration safety, return and liquidity subject to compliance with applicable guidelines. Investments are made only in instruments as permitted by the internal guidelines evolved for the respective clients and statutory requirements. For example, provident and pension funds are invested as per the pattern of investment prescribed by the government. Port Trust Funds are invested as per the guidelines contained in the Major Port Trusts Act, 1963.
B) Equity Oriented Portfolio Management:
Details of Service: IDBI Capital AKSHAYA- Discretionary Portfolio Management
Minimum portfolio size: Rs. 5 crores
Nature: Pure Equity Oriented

Investment Objective:  The primary investment objective is to seek to generate capital appreciation and current income by creating a portfolio that is invested primarily in well – diversified equities and equity related securities.

Subject to SEBI Regulations, the Portfolio Manager shall on behalf of the client invest in such capital and money market instruments or in fixed income securities or variable securities of any description, by whatever name called including:- 

(a) Equity and Equity related securities, Convertible Stock and Preference Shares of Indian Companies; 

(b) Debentures (Convertible and Non-convertible), Bonds and Secured Premium Notes, Swaps, Options Futures, Securitised Debt, Pass Through Certificates and instruments which are quasi-debt instruments, Tax-exempt Bonds of Indian Companies and Corporations.  

(c) Government and Trustee Securities; 

(d) Units and other instruments of Mutual Funds.

(e) Bank Deposit

(f) Treasury Bills

(g) Commercial Papers, Certificates of Deposit and other similar Money Market instruments; and Derivatives. The Portfolio Manager may use derivative instruments like Stock Index Futures, Futures on Individual Stocks, Options on Stock Indices and Options on individual stocks, Interest rate swaps, Forward Rate Agreements or such other derivative instruments as may be introduced from time to time, as permitted by SEBI.  
The portfolio would comprise primarily of equities and other securities /debt instruments except Debentures and Bonds, derivatives in line with the profile of the client.  Wherever appropriate, the Portfolio Manager may invest those Assets in cash/liquid/money market funds or fixed income securities of short/medium duration, derivatives for any interim period that the Portfolio Manager may decide in its sole, entire and absolute discretion, till the Portfolio Manager locates appropriate opportunities in the market, in line with the Client risk profile. 

2.    Note:

· The Portfolio Manager shall not invest any of the Client’s funds/assets in bill discounting or for the purpose of lending or placement with corporate or non-corporate bodies. 
· The Portfolio Manager, while dealing with the Client’s funds shall not indulge in speculative transactions, that is, it shall not enter into any transaction for the purchase or sale of any security in which transaction is periodically or ultimately settled otherwise than by actual delivery or transfer of the Security. Provided however that, the Portfolio Manager may enter into future contracts, options on securities, options on indices and other similar types of investment instruments which would be deemed to constitute part of the normal course of investing of Assets of the Account and the Portfolio Manager may also enter into transactions which will have the possibility of creating a hedge against the existing structure of the portfolio and such hedge transactions could include derivative products as may be permissible under law from time to time. 
· The Portfolio Manager, however, may lend securities for and on behalf of the Client provided; the Client has specifically authorized the Portfolio Manager in writing in that behalf.

· It is further clarified that the Investment Guidelines shall not be deemed to have been breached or violated as a result of changes in the price or value of the Assets in the Account brought about solely through movements in the stock market or any other factors including change in registration which are beyond the control of the Portfolio Manager.

· Partial Withdrawal Facility: Partial withdrawal of Assets from Portfolio Management is permitted, subject to a minimum withdrawal of Rs. 50 lakhs. In case due to partial withdrawal of Assets, the Assets under Management falls below the stipulated level of Rs. 5 crores, the Client may continue availing of Portfolio Management Services of the Portfolio Manager only at the discretion of the Portfolio Manager.
Policies for investments in associates / group companies of the Portfolio Manager and the maximum percentage of such investments are as follows:

            Investment Guidelines
1.  
The Portfolio Manager may invest the Client’s Funds in the listed securities, if any, issued by the associate/group companies of the Portfolio Manager.

2.   
The Portfolio Manager shall ensure that not more than 25% of the individual Client’s Funds under management with the Portfolio Manager shall be invested in associate/group companies. Provided however that prior consent of the client has been taken for exceeding these limits.

3.  
The Portfolio Manager shall ensure that the investment of the individual Client’s funds under management with the portfolio manager shall not exceed 5% of the paid up equity capital of the associate/group company. Provided however that the Client makes necessary disclosures to that effect and that the prior consent of the Client has been taken for exceeding this limit of 5%.

Investment Restrictions

1.
The Portfolio Manager shall not invest the Clients funds in the unlisted securities of the group companies/associates unless specified by the client in writing.

2.
The Portfolio Manager shall not invest in any security issued by way of Private Placement by a group company / associate.

3.
The Investment of Client’s Funds in group companies/associates of the Portfolio Manager shall in addition be governed by such laws and rules and regulations as are applicable from time to time to the Portfolio Manager.

4.
The Portfolio Manager may invest in securities of associates/ group companies. These investments will be carried out to achieve the investments objectives and strategies and in the normal course of investments activity subject to the applicable laws/regulation.
5.
The Portfolio Manager may invest not more than 5% of the Portfolio of an Individual client in listed securities of Group Company.

(6)

RISK FACTORS: 
 General:

1. Investments by the Portfolio Manager are made as per the rules and guidelines applicable. The pattern of investment is specified in these guidelines and hence the risk arising from the investment objective, investment strategy and asset allocation cannot be mitigated
2. Securities investments are subject to market risk and there is no assurance or guarantee that the objectives of the investments will be achieved. 

3. The performance of the portfolio may be affected by changes in Government policies, general levels of interest rates and risks associated with trading volumes, liquidity and settlement systems in equity and debt markets.

4. The past performance of the Portfolio Manager does not indicate the future performance of the Portfolio Manager in provision of Portfolio Management Services. Investors are not being offered any guaranteed returns.

5. The investment made by the Portfolio Manager is subject to risk arising out of non-diversification.

6. The investments are subject to a very wide range of risks which include amongst others and by way of illustration loss in value of investments due to, inter alia:

a. Overall economic slowdown, unanticipated bad corporate performance, environmental or political problems, changes in monetary or fiscal policies (including changes in tax laws and rates), changes in government policies and regulations;

b. Act of state, sovereign action, Acts of God, Acts of war, civil disturbance;

c. Delisting or market closure, relatively small number of scrips accounting for a large proportion of trading volume;

For Debt Instruments:

1. Investments in debt instruments and other fixed income securities are subject to default risk, liquidity risk and interest rate risk. Interest rate risk results from changes in demand and supply for money and other macroeconomic factors and creates price changes in the value of the debt instruments. Consequently, the Net Asset Value of the portfolio may be subject to fluctuation.

2. Investments in debt instruments are subject to reinvestment risks as interest rates prevailing on interest amount or maturity due dates may differ from the original coupon of the bond, which might result in the proceeds being invested at a lower rate.

3. Investments in non-publicly offered debt securities (where permitted by the Investment mandate) may expose the client’s portfolio to liquidity risks.

For Equity Investments

1. In the case of Discretionary Portfolio Management Services, the Portfolio is managed at the discretion of the Portfolio Manager, hence there may arise a case for non-diversification.
2. The Portfolio Manager has no previous experience / track record of Portfolio Management Services for Equity related services other than its Proprietary Book of Equity Management.

3. As with any securities investment, the value of the portfolio can go up or down depending on the factors and forces affecting the capital markets.

4. The values of the portfolios may be affected by changes in the general market conditions, factors and forces affecting the capital markets, in particular, level of interest rates, various market related factors and trading volumes, settlement periods and transfer procedures.
5. The liquidity of the portfolio investments are inherently restricted by trading volumes in the securities.
6. The Net Asset Value may be affected by changes in settlement periods and transfer procedures.

7. Investments in unlisted securities (where permitted by the Investment mandate) may expose the client’s portfolio to liquidity risks.

For Derivatives

1. Derivative products are specialized instruments that require investment techniques and risk analysis different from those associated with stocks and bonds. 

2. Use of a derivative requires an understanding not only of the underlying interest but also of the derivative instrument itself. 

3. Derivatives require the maintenance of adequate controls to monitor the transactions entered into, the ability to assess the risk that a derivative adds to the portfolio and the ability to forecast price or interest rate movements correctly. 

4. There is the possibility that a loss may be sustained by the portfolio as a result of the failure of another party (usually referred to as the “counter party”) to comply with the terms of the derivatives contract

5. Other risks in using derivatives include the risk of MIS pricing or improper valuation of derivatives and the inability of derivatives to correlate perfectly with underlying assets, rates and indices.

Derivatives are highly leveraged instruments. Even a small price movement in the underlying security could have a large impact on their value
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CLIENT REPRESENTATION: 

(i) CLIENT REPRESENTATION: 

(i) A summary of the funds managed by IDBI Capital is provided below:

	Category of Clients
	April 01, 2010 to September 30, 2010

(Rs. in crores)
	Discretionary/ Non Discretionary

	
	 No. of Clients
	Funds Managed
	

	Associates /group companies
	3
	185.83
	2 - Discretionary

 1 - Advisory

	Others
	1
	19.85
	Discretionary

	
	1
	105.93
	Non -Discretionary

	
	3
	199.70
	Advisory

	Grand Total
	8
	511.31
	


Note : 

1. The data for Seamen's Provident Fund (Discretionary Client) is as on 26 July 2010 being date of Termination.

2. The data for Paradeep Phosphates Provident Fund Ltd ( Advisory Client ) is not available beyond  31 March 2010.

3. The Advisorship to Paradeep Phosphates Provident Fund Ltd ( Advisory Client ) has expired on 31 August 2010.

(ii) Complete disclosure in respect of transactions with related parties as per the standards specified by the Institute of Chartered Accountants of India:
(Based on financial statement as on 31.03.2010)

1. List of related parties:

A) Related Party where control exists:

      IDBI Bank Ltd. – Holding Company


      IDBI Intech Ltd. – Fellow Subsidiary



      IDBI Home Finance Ltd. - Fellow Subsidiary



      IDBI Gilts Ltd. - Fellow Subsidiary

B) Other Related Parties 
      (Enterprises under common control of the Holding Company)

      
      IDBI Trusteeship Services Ltd.

      IDBI Fortis Life Insurance Co. Ltd.

Stock Holding Corporation Ltd.

      Investor Services of India Ltd.

C) Key Management Personnel

      Shri Nagendra Bhatnagar, Managing Director & CEO
2. Transactions with the Related Parties carried out in the Ordinary  course of business: 
(Rs. In Lakhs)

	Name of the Related Party
	Nature of Transaction
	During the year
	Outstanding as at

	
	
	2009-10
	2009-10

	IDBI Bank Ltd.
	Volume of brokerage business
	18137.60
	-

	
	Brokerage Earned
	41.46
	-

	
	Interest on IDBI Bonds
	-
	-

	
	Rent
	  169.91
	0.99

	
	Staff on deputation( in ICMS Rolls)
	    162.68
	    13.581

	
	Bank Balances
	  -
	1163.79

	
	Advisory Fees
	3.84
	    -

	IDBI Intech Ltd.
	Operating Charges 
	  225.89
	8.93

	
	Advisory Fees
	2.00
	

	Stock Holding Corporation Ltd.
	Operating Charges 
	1.55
	-

	
	Advisory Fees
	2.60
	-

	Investor Services of India Ltd.
	Operating Charges
	   8.05
	-

	IDBI Gilts Ltd 
	Volume of brokerage business
	 -  
	-

	
	Advance Received Back
	18.72
	

	
	Other Income
	0.50
	-

	
	Other Charges
	0.52
	-

	
	Brokerage earned
	      -
	-

	IDBI Home Finance Ltd.
	Arrangers Fees
	-
	-

	IDBI Trusteeship Services
	Portfolio Management Services Fees
	      -
	-

	IDBI Fortis Life Insurance Co. Ltd.
	Commission earned
	3.69
	-

	
	Brokerage Earned
	51.63
	-

	Key Management Personnel
	Remuneration(includes pay, allowance and reimbursements)
	42.94
	-

	
	Pension Scheme contribution
	      3.60
	-

	
	Perquisites & benefits
	5.98
	-
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THE FINANCIAL PERFORMANCE OF THE PORTFOLIO MANAGER (BASED ON AUDITED FINANCIAL STATEMENTS) 

The summary of Operating Results and Balance Sheet of IDBI Capital Market Services Ltd.  for the three years are as here under:
	OPERATING RESULTS
	
	 
	Rs. Crore

	Particulars
	Year

2009-10
	Year

2008-09
	Year

2007-08

	INCOME
	
	
	 

	Discount of Treasury Bills
	0.00
	0.00
	0.00

	Sale of Securities
	-
	126.43
	2913.69

	Income from Services
	33.19
	17.70
	19.50

	Interest Income
	11.81
	7.01
	25.75

	Other Income
	0.64
	1.03
	0.87

	Profit on sale of Securities 
	6.87
	18.99
	8.70

	Profit / (loss) on Swaps 
	0.20                                 
	0.26
	-18.30

	TOTAL
	52.71
	171.42
	2950.21

	 
	
	
	 

	EXPENDITURE
	
	
	 

	Purchase of Securities
	-
	126.47
	2851.89

	Interest paid
	-
	0.00
	0.00

	Establishment expenses
	-
	0.00
	0.00

	Operating and administrative expenses
	17.69
	15.24
	15.02

	Depreciation
	1.95
	4.57
	5.26

	Manpower Expenses
	16.69
	13.42
	11.65

	Other Expenses
	0.60
	0.00
	0.00

	Decrease in Stocks
	-
	0.00
	64.22

	TOTAL
	36.93
	159.70
	2948.04

	Profit Before Tax
	15.78
	11.72
	2.17

	Provision for taxation
	(6.59)
	0.51
	-0.09

	Profit After Tax (Before Prior Period items)
	22.37
	11.21
	2.26

	Prior Period Items (net)
	0.07
	-0.05
	-0.80

	Profit After Tax
	22.30
	11.16
	1.46

	Dividend
	12.81
	3.84
	0.00


(9) PAST PERFORMANCE

PORTFOLIO MANAGEMENT PERFORMANCE OF THE PORTFOLIO MANAGER FOR THE LAST THREE YEARS, AND IN CASE OF DISCRETIONARY PORTFOLIO MANAGER DISCLOSURE OF PERFORMANCE INDICATORS CALCULATED USING WEIGHTED AVERAGE METHOD IN TERMS OF REGULATION 14 OF THE SEBI (PORTFOLIO MANAGERS) REGULATIONS, 1993.

	Weighted Average Return (%)

	Weighted Average Returns for the Year
	1st April, 2010 to 30th  September , 2010

	 
	

	Discretionary
	8.64%

	Benchmark: 10Year GSecYield
	7.78%

	 
	

	Non-Discretionary
	8.63%

	Benchmark: 10Year GSecYield
	7.78%

	 
	

	Advisory A*
	7.61%

	Benchmark: Repo Rate
	5.50%

	 
	

	Advisory B*
	9.02%

	Benchmark: 10Year GSecYield
	7.78%


* Advisory A is a short medium term portfolio

  Advisory B is a portfolio of employee benefit fund.
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NATURE OF EXPENSES

     1.
Fees

A) For Debt Oriented Portfolio:
Currently, IDBI Capital manages provident, pension and trust fund portfolios on behalf of its clients. Investments in these funds are governed by various laws and guidelines issued by respective ministries. Due to the large corpus of these funds, the fee to be charged for portfolio management is negotiated separately with each fund/client depending upon the nature of assignment.

B) Equity Oriented Portfolio:

Management Fees:

Without Derivatives
1.5% of the portfolio up to 12.5% return p.a.

On Profits: 20 % on the net return above 12.5%

 
With Derivatives
2.0% of the portfolio up to 12.5% return p.a.

On Profits: 20 % on the net return above 12.5%

   2.
Custodian Charges 

 The Fee relating to Custodial services and Back office / Accounting Services will be  charged to the Client on actual basis.            

 3.
Brokerage and Transaction Cost 
Brokerage and other expenses connected with the execution, recording and settlement of portfolio security transactions would be charged on actual basis. 

4.
Other Expenses/Cost
The Client will pay all of its own expenses, including without limitation: governmental fees; interest charges; taxes; fees and expenses of the Client's independent auditors and legal counsel; insurance premiums; and fees and expenses of the Custodian for all services to the Client, including safekeeping of funds and securities and maintaining required books and accounts on actual basis. Such charges if incurred by the Portfolio Manager on behalf of the Client shall be reimbursed/ billed to the respective Clients.
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TAXATION

A) For Debt Oriented Portfolio:

As Portfolio Manager, IDBI Capital does not handle taxation for its clients. Most of the Clients for, which IDBI Capital manages funds are exempt from tax.

B) Equity Oriented Portfolio:
The following information stated is based on the general understanding of tax laws in force as of the date of the Disclosure Document and is provided only for general information to the Client. There is no guarantee that the tax position prevailing as on the date of the Disclosure Document / the date of making investment in any of the PMS services shall endure indefinitely. Further statements with regard to benefits mentioned herein are expressions of opinion and not representations of the Portfolio Manager to induce any client, prospective or existing, to invest in any of the PMS services. The Client should not treat the contents of this section of the Disclosure Document as advice relating to legal, taxation, investment or any other matter.  In view of individual nature of tax benefits, the Client is advised to consult with his or her or their own tax consultant, with respect to the specific tax implications arising out of his or her or their portfolio, managed by the portfolio manager. Tax implications of the following income received by the client from investments in securities are discussed as follows:

a. Dividends on investments in securities comprising of shares of a company or units of a mutual fund are exempt from income tax in the hands of the client. 

b. Losses arising from the sale of securities or unit of a mutual fund purchased within 3 months prior to the record date for entitlement of dividends and sold within 3 months (9 months in case of unit of a mutual fund) after such record date, is disallowed to the extent of dividend received or receivable on such securities or units where additional units of mutual fund have been issued to any person without any payment, on the basis of existing units held by such person, the loss on sale of original units shall be ignored for the purpose of computing income chargeable to tax, if the original units  were acquired within 3 months prior to the record date fixed for the receipt of additional units and sold within 9 months from such record date. However, the loss so ignored shall be considered as cost of acquisition of such additional units held on the date of sale by such person.

c. In case the securities are sold within a year from the date of purchase, the resultant gains or losses are termed as "short term capital gains or losses".   In case of sale transaction of an equity share in a company or a unit of an equity oriented mutual fund which is chargeable to securities transaction tax, the short-term capital gains arising on transfer of a short-term capital asset are taxed at a rate of 15% plus applicable surcharge and education cess of 3%.  Short term capital gains arising on transfer of an equity share in a company or a unit of a mutual fund not dealt with above are taxed at the normal tax rates plus applicable surcharge and education cess of 3%  

d. In case the securities are sold after one year from the date of purchase, the resultant gains or losses are termed as "long term capital gains or losses".  Long term capital gains arising on transaction of sale of an equity share in a company or a unit of an equity oriented mutual fund which is chargeable to securities transaction tax, are exempt from income tax. Consequently, any long term loss arising on such transaction is also to be ignored. Long term capital gains arising on transfer of an equity share in a company or a unit of a mutual fund not dealt with above are taxed at the rate of 20% (with indexation) or at the rate of 10% (without indexation) whichever is less plus applicable surcharge and education cess of 3%. 

e. Any securities transaction tax paid is neither allowed as a deduction in computing the income chargeable under the head “capital gains” nor allowed as a deduction from the amount of income tax payable on capital gains.  

Special Provisions applicable to Incomes of Non Resident Indian (NRI)
Sections 115C to 115I under Chapter X11A of the Income Tax Act, 1961(Act) contains special provisions governing computation and taxation of the total income of NRIs. 

As per these provisions, investment income and long term gains from foreign exchange asset would be liable to tax at the rate of 20% and 10% respectively.  Other income and short-term capital gains would be liable to tax at the rates prescribed in the Schedule to the Finance Act for the relevant year. However, long–term capital gains arising on transfer of a long-term capital asset, being an equity share in a company or a unit of an equity oriented fund, is exempt from income tax, if the transaction of sale of such equity share or a unit   is chargeable to securities transaction tax. Similarly, short-term capital gains arising on transfer of a short-term capital asset, being an equity share in a company or a unit of an equity oriented fund, is taxed at a rate of 15% plus surcharge and education cess of 3%, if the transaction of sale of such equity share or a unit is chargeable to securities transaction tax.

In computing the Investment income, no deduction of any expenditure or allowance is permissible under any provisions of the Act. Further, where the gross total income consists only of investment income or income by way of long-term capital gains or both no deductions is permissible under Chapter VIA in respect of investment income or long-term capital gains of the NRI. The long term capital gains on transfer of shares or debentures of an Indian company acquired in convertible foreign exchange would be computed, without indexation benefit, in the prescribed manner and shall be subject to conditions specified under first proviso to section 48 of the Act.
As per section 115F, the long term capital gains arising from transfer of any foreign exchange asset would be exempt from tax to the extent the net proceeds realized on such transfer are reinvested or re-deposited within six months after the date of such transfer in any specified asset or saving certificates notified under section 10(4B) for a period of three years.
NRI may opt for computation of long-term capital gains as per section 112, if it is more beneficial.

NRI may opt not to be governed by these special provisions contained in Chapter XII A of the Act, for any assessment year by filing the Return of Income under section 139 of the Act and declaring therein that these special provisions shall not apply to him. Accordingly, the whole of the total income of NRI will be charged to tax under the general provisions of the Act.

Tax to be deducted at source on income and capital gains arising to NRI under        section 195 of the Act.

	Investment income 
	20% plus surcharge and education cess @ of 2% on income tax and surcharge

	Long term capital gains (Other than exempt long term gains)
	20% plus surcharge and education cess as stated above

	Short Term capital gains on sale of equity shares or units of an equity-oriented fund and chargeable to securities transaction tax 

	15% plus surcharge and education cess as stated above

	Other Income
	30% plus surcharge and education cess as stated above


Taxation of derivatives transactions

Clause (d) of section 43(5) of the Income Tax Act,1961, and explanation thereto, provides that, an eligible transaction as defined in the aforesaid section, carried out  in respect of trading in derivatives  on a recognized stock exchange, shall  not be treated as speculative transaction.  Accordingly, the profit or loss on such derivative transactions would form part of profits and gains of business of the client. For the purposes of the aforesaid section, the currently notified recognized stock exchanges are National Stock Exchange and Bombay Stock Exchange Limited.
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ACCOUNTING POLICIES

A) For Debt Oriented Portfolio:

Accounting is normally the responsibility of Clients. IDBI Capital follows generally accepted accounting policies. 

B) Equity Oriented Portfolio:
In case of a non-pool account the accounting policies shall be subject to the Client Services Agreement and in conformity with generally accepted accounting principles.

a) 
Basis of Accounting


Financial statement of the Client under Portfolio Management Services shall be prepared and maintained as per the accrual basis of accounting.

b) 
Income Recognition:


Dividend income shall be recognized on the ex-dividend date. Interest income on investments shall be accrued on due dates. Profit or loss on sale of investments shall be recognized on the trade dates on the basis of first-in-first-out basis. 

c) 
Recognition of fees and other expenses

Investment Management fees on fixed basis shall be computed on a weekly basis, as a percentage of the NAV of each Friday. If any Friday is a holiday the NAV of the immediately preceding working day shall be considered. The aggregate of such fees for the month shall be accrued and recovered on the first day of the following month.  Management fees on variable basis shall be accrued as a percentage of the positive annual Portfolio returns, computed and recovered at the end of the Contract Period. “Positive Annual Portfolio Returns" (PAPR)” means the difference between the NAV of the Portfolio on the last day of the Contract Period and the first day of the Contract Period. Any subsequent inflows during the Contract Period will be added to the NAV of the first day and any subsequent outflows during the Contract Period will be added to the NAV of the last day.



All expenses shall be accounted on accrual basis

d) 
Investments:


Securities shall be marked to market on a daily basis. Securities brought in by the     Client shall be valued at the closing price of the Security at National Stock Exchange (“NSE”).  Mutual fund units shall be valued at the NAV for the date on which the corpus is fully credited to the account of the Portfolio Manager.



Secondary market transactions shall be recognized as investments on the trade dates at cost including brokerage, service tax, stamp fees and other applicable transaction charges. Subscriptions to primary market issues shall be recognized as investments on allotment. Bonus and/or right entitlements shall be recognized on ex-bonus/ex-right dates. If the investment quantity for any Client results in fractional holdings, pursuant to split or de-merger or any other corporate action, the Portfolio Manager, at his discretion, may sell or buy fractional units (subject to availability of cash) to make the investment of each   Client   in marketable lots. 



e) 
Valuation of Investments:

(i) Traded Securities: shall be valued on the basis of closing market rates on the NSE as on the relevant valuation date.  If the Security is not listed on the NSE, latest available quote within a period of thirty days prior to the valuation date on any other major stock exchange where the Security may be listed would be considered.  In the event of this date being a holiday at the exchange, the rates as on the immediately preceding trading day shall be adopted. If no such quote is available, the security may be considered as non-traded. 

(ii) Mutual fund units shall be valued at the latest available net asset value closest to the relevant valuation date.

(iii)
Government securities shall be valued at the prices released by the Reserve Bank of India.  Government securities, where prices are not available, shall be valued at yield to maturity based on the prevailing interest rates as per the yield curve.

(iv)
Rights entitlements for shares shall be valued at the market price of the share, reduced by the exercise price payable, and further discounted for dividend element, wherever applicable.


 (v)
Index Futures shall be valued at settlement price declared by NSE on the valuation date.


(vi)
Profit/ loss on index futures shall be recognized on expiration or squaring up of the contract based on first –in- first out (FIFO) method.


(vii)
On the valuation date, the ‘marked to market’ (MTM) margin received on outstanding contracts shall be considered as current liability.  MTM margin paid shall be considered as current assets and provision shall be created for the same.

(viii) Unlisted, non-traded and all other securities where a value cannot be ascertained shall be valued as determined in good faith by the Portfolio Manager.
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INVESTORS SERVICES

(a)
In case of Debt Oriented Portfolio the Clients are currently Institutions or Corporate; periodic reviews are usually made with such Clients.


In case of Equity related services the Designated Client Relations Officer shall attend to all Client services:

The complaints by investors should be sent to the following address

Compliance Officer

IDBI Capital Market Services Limited

5th Floor, Mafatlal Centre,

Nariman Point, Mumbai - 400 021

Tel : 022- 43221268

(b)
Grievances & Dispute Settlement Mechanism:-
Grievances of the Clients may be sent to the designated email id redressal@idbicapital.com or such email id as may be intimated by the Portfolio Managers from time to time. All disputes, differences, claims and questions whatsoever which shall arise either during the subsistence of this Agreement or afterwards between the parties hereto and/or their respective representatives touching these presents or any clause or thing herein contained or otherwise in any way relating to or arising from these presents or the interpretation of any provision herein contained shall be in the first place settled by mutual discussions between the parties, failing which the same shall be referred to and settled by arbitration in accordance with and subject to the provisions of the Arbitration and Conciliation Act, 1996 or any statutory modification or re-enactment thereof for the time being in force. The arbitration shall be held in Mumbai and be conducted in English language.
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