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STATEMENT OF ADDITIONAL INFORMATION (SAl)

This Statement of Additional Information (SAl) contains details of Peerless Mutual Fund, ifs
constitution, and certain tax, legal and general information. It is incorporated by reference (is
legally a part of the Scheme Information Document (SID).

This SAl'is dated 21.12.2011
Interpretation:

For all purposes of the SAl, except as otherwise expressly provided or unless the contfext
otherwise requires:
e All references to the masculine shall include the feminine and all references, to the
singular shall include the plural and vice-versa.
e All references to "dollars" or "$" refer to United States Dollars and "Rs" refer to Indian
Rupees. A "crore”" means "ten million" and a "lakh" means a "hundred thousand".
o Allreferences to timings relate to Indian Standard Time (IST).
e References to a day are to a calendar day including non Business Day.

Please note that words and expressions used in the SAl will have the same meaning assigned
from time to time in the SID.

I. INFORMATION ABOUT SPONSOR, TRUSTEE COMPANY AND ASSET MANAGEMENT COMPANY
(AMC)

A. Constitution of the Mutual Fund

Peerless Mutual Fund (the “Mutual Fund”) has been constituted as a trust on 4t August, 2009 in
accordance with the provisions of the Indian Trusts Act, 1882 (2 of 1882) with The Peerless
General Finance and Investment Company Limited (PGFl), as the Sponsor and Peerless Trust
Management Company Limited as the frustee to the Mutual Fund. The Deed of Trust has been
registered under the Indian Registration Act, 1908. The Mutual Fund was registered with SEBI on
December 4™, 2009 under Registration Code MF/062/09/03.

The Registered Office of the Mutual Fund is: 3rd Floor, Peerless Mansion, 1, Chowringhee Square,
Kolkata =700 069.

B. Sponsor

Peerless Mutual Fund is sponsored by The Peerless General Finance & Investment Company
Limited (“PGFI”). The Sponsor is the Settler of the Mutual Fund Trust. The Sponsor has entrusted
a sum of Rs. 1,00,000/- (Rs. One Lakh only) to Peerless Trust Management Company Ltd (the
Trustee Company) as the initial contribution fowards the corpus of the Mutual Fund.

Financial Performance of the Sponsor (Past 3years) (Rs. In lakhs)

Particulars 2010-11 2009-10 2008-09
Networth 131,995.87 100,953.05 80,806.81
Total Income 43,108.97 63,242.22 71,397.93
Profit After Tax 130,17.73 25,579.05 23,617.40
Assets under Management (if applicable) N.A. N.A. N.A.
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ABOUT THE PEERLESS GROUP

The Peerless Group is a 79 year old group based in Kolkata. The Flagship Company, The
Peerless General Finance & Investment Company Ltd., (PGFl) was set up in 1932. PGFI
has stopped its erstwhile RNBC business and is now focussing on Financial Products
Distribution (FPD) business. Apart from this, PGFl is also looking into future prospects in
other probable avenues of business activities.

PGFI provides financial planning assistance to its investors by advising them on the most
suitable scheme or suggesting an appropriate portfolio of schemes. PGFl also offers
innovative schemes for cross-seling its financial products. Peerless by way of
reciprocation of its customers benefits such as discounts on purchases from a number of
establishments across the country. In fiscal 2006-07 to enlarge scope of its activities in the
ever expanding financial market besides, perusing the existing line of business PGFI
decided to set-up Financial Product Distribution of life and General Insurance Products
and ended up with modest premium collections of Rs.25 crore in 2006-07, which have
gone upto Rs. 1,200 crore (cumulative) during 2010-11. PGFI is now fully geared to
embark on distribution of financial products other than insurance products as well.

The Peerless General Finance & Investment Co. Ltd., is having the following subsidiary
companies:-

Peerless Securities Limited

Peerless Hospitex Hospital & Research Centre Limited
Peerless Hotels Limited

Peerless Developers Limited

Apart from the above subsidiary companies PGFl is having the following two Associate
Companies:-

. Peerless Financial Services Ltd.
. Bengal Peerless Housing Development Co. Ltd.

The following are the locations where PGFI have their branches -

Regional Office Branches | States Covered

Kolkata 42 West Bengal, Bihar, Chhattisgarh, Orissa and Jharkhand

Guwahati 22 Parts of West Bengal and all NE States

New Delhi 30 Delhi, Jammu & Kashmir, Punjab, Haryana and
Rajasthan

Bangalore 8 Karnataka

Hyderabad 11 Andhra Pradesh and part of Orissa

Chennai 15 Tamil Nadu, Kerala and Andaman & Nicobar

Mumbai 19 Maharashtra, Goa, Gujarat & Madhya Pradesh

C. The Trustee

Peerless Trust Management Company Ltd (the “Trustee”), through its Board of Directors, shall
discharge its obligations as Trustee of the Mutual Fund. The Trustee ensures that the
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fransactions entered info by the AMC are in accordance with the SEBI (Mutual Funds)
Regulations, 1996 and will also review the activities carried on by the AMC.

I. Details of Trustee Directors:

Name Age/Qualification Brief Experience
Mr.S.B. Ganguly 67, Graduate  of | More than 45 years of Corporate Experience.
Chairman Chemical Former Chairman of Exide Industries Limited.

Engineering, Fellow of
Plastics &  Rubber
(London),Fellow of
Institute of Chemical
Engineers ,Fellow of

the Institute of
Chemicals
Mr. S.K. Roy # 63, B.Com Managing Director of The Peerless General
Finance & Investment Co.Ltd more than 13 yrs
experience in the Management of the
Company.
Mr. Keki Elavia 63, Chartered Former Partner of Kalyaniwala & Mistry,
Accountant Chartered Accountants.
Mr. S.C.Das 64 yrs, Former Executive Director of SEBI, has

experience of more than 25 yrs in State
Bank of India in various capacities.

# Associate Director

Il. Rights, obligations, responsibilities and duties of the Trustee under the deed of Trust and the
Regulations.

Pursuant to the Deed of Trust dated, 04th August 2009, constituting the Mutual Fund, and in
terms of the SEBI (MF) Regulations, the rights, obligations, responsibilities and duties of the
Trustee are as under:

1. To enterinto Investment Management Agreement with the prior approval of SEBI.

2. To ensure that the Investment Management Agreement contains clauses as are
mentioned in the Fourth Schedule of the Regulations and such other clauses as are
necessary for the purpose of entrusting investment management of the Mutual Fund.

3. The Trustee shall have a right to obtain from the AMC such information as is considered
necessary by the Trustee.

4. The Trustee shall ensure before the launch of any scheme that the AMC, has:
(a) Systems in place for its back office, dealing room and accounting;
(b) Appointed all key personnel including fund manager(s) for the scheme(s) and
submitted their bio-data which shall contain the educational qualifications,
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past experience in the securities market with the Trustee, within 15 days of their
appointment.

Appointed auditors to audit its accounts

Appointed a compliance officer who shall be responsible for monitoring the
compliance of the SEBI Act, 1992, rules and Regulations, notfifications,
guidelines, instructions, efc., issued by the Board or the Central Government
and for redressal of investors grievances

Appointed registrars and laid down parameters for their supervision

Prepared a compliance manual and designed internal confrol mechanisms
including internal audit systems;

Specified norms for empanelment of brokers and marketing agents

Obtained, wherever required under the Regulations, prior in principle approval
from the recognised stock exchange(s) where units are proposed fo be listed.

The Trustee shall ensure that

(a)

(o)

(c)

the AMC has been diligent in empanelling the brokers, in monitoring securities
tfransactions with brokers and avoiding undue concentration of business with
any broker.

the AMC has not given any undue or unfair advantage to any associates or
dealt with any of the associates of the AMC in any manner detrimental to
interest of the unit holders.

The transactions entered intfo by the AMC are in accordance with the
Regulations and the scheme.

AMC has been managing the Mutual Fund schemes independently of other
activities and have taken adequate steps to ensure that the interest of investors
of one scheme are not being compromised with those of any other scheme or
of other activities of the AMC.

The activities of the AMC are in accordance with the provisions of the
Regulations.

The transactions of the Mutual Fund are in accordance with the provisions of
the Deed of Trust.

There is no conflict of interest between the manner of deployment of its net
worth by the AMC and the interest of the unit- holders.

The investment of the Trust Fund and unit Capital of each scheme is made only
in the permitted securities and within limits prescribed by the Deed of Trust, the
Regulations, and the SID of the scheme concerned.

The income due to be paid to the schemes is collected and properly
accounted for and shall claim any repayment of fax and holding any income
received in frust for the holders in accordance with the Deed of Trust and the
Regulations.

No change in the fundamental attributes of any scheme or the trust or fees and
expenses payable or any other change which would modify the scheme and
affects the interest of unit holders, shall be carried out unless,

(i) A written communication about the proposed change is sent to
each unit holder and an advertisement is given in one English
daily newspaper having nationwide circulation as well as in @
newspaper published in the language of region where the Head
Office of the Mutual Fund is situated; and

(ii) The unit holders are given an option for a period of 30 days to
exit at the prevailing Net Asset Value without any exit load.
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Where the Trustee has reason to believe that the conduct of business of the Mutual
Fund is not in accordance with the Regulations and the scheme they shall forthwith
take such remedial steps as are necessary by them and shall immediately inform the
Board of the violation and the action taken by them.

Each Board of Director of the Trustee shall file the details of his fransactions of dealing in
securities with the Mutual Fund on a quarterly basis.

The Trustee shall be accountable for, and be the custodian of, the funds and property
of the respective schemes and shall hold the same in trust for the benefit of the unit
holders in accordance with the Regulations and the provisions of Deed of Trust.
The Trustee shall be responsible for the calculation of any income due to be paid to the
Mutual Fund and also of any income received in the Mutual Fund for the holders of the
units of any scheme in accordance with the Regulations and the Deed of Trust.

. The Trustee shall obtain the consent of the unit holders
(a) Whenever required to do so by the Board in the interest of the unit holders or
(b) Whenever required to do so on the requisition made by three-fourths of the
unit holders of any scheme or
(c) When the maijority of the Trustee decide to wind up or prematurely redeem the
units.

. The Trustee shall:

(a) Periodically review the investor complaints received and the redressal of the
same by the AMC.
(b) Call for the details of fransactions in securities by the key personnel of the AMC

in his own name or on behalf of the AMC and shall report to the Board, as and
when required.

(c) Quarterly review all fransactions carried out between the Mutual Fund, AMC
and its associates.

(d) Quarterly review the networth of the AMC and in case of any shortfall, ensure
that the asset management company make up for the shortfall.

(e) Periodically review all service contracts such as custody arrangements, fransfer

agency of the securities and satisfy itself that such confracts are executed in
the interest of the unit holders.

(f) Abide by the Code of Conduct as specified in the Fifth Schedule.

(9) Be bound to make such disclosures to the unit holders as are essential in order
to keep them informed about any information, which may have an adverse
bearing on their investments.

. The Trustee shall furnish to the Board on a half-yearly basis,
(a) A report on the activities of the Mutual Fund
(b) A certificate stating that the Trustee has satisfied itself that there have been no

instances of self-dealing or front running by any of the Director of the Trustee,
directors and key personnel of the AMC.

(c) A cerfificate to the effect that the AMC has been managing the schemes
independently of any other activities and in case any activities of the nature
referred to in sub-regulation (2) of regulation 24 have been undertaken by the
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asset management company and has taken adequate steps fo ensure that the
interests of the unit holders are protected.

. The independent Board of Directors of Trustee referred to in sub-regulation (5) of

regulation 16 shall give their comments on the report received from the AMC regarding
the investments by the Mutual Fund in the securities of group companies of the
sponsor.

. The Trustee, in carrying out its responsibilities under the Deed of Trust and the

Regulations, shall maintain arm's length relationship with other companies, institutions or
financial intermediaries or any body corporate with which it is associated.

. A Director of the Trustee shall not participate in the meetings of the Trustee or in any

decision making process in respect of any investments for the Mutual Fund in which he
may be inferested.

. The Trustee in discharge of its duties and in exercise of all discretionary powers, may

engage, appoint, employ, retain or authorize the AMC to engage, appoint, employ or
retain any solicitors, advocates, bankers, brokers, accountants, professional advisors
and consultants as it may deem appropriate.

. Trustee shall exercise due diligence as under :
A. General Due Diligence:
(i) The Trustee shall be discerning in the appointment of the
directors on the Board of the AMC.
(ii) Trustee shall review the desirability or continuance of the AMC if

substantial iregularities are observed in any of the schemes and
shall not allow the AMC to float new schemes.

(iii) The Trustee shall ensure that the trust property is properly
protected, held and administered by proper persons and by a
proper number of such persons.

(iv) The Trustee shall ensure that all service providers are holding
appropriate registrations from the Board or concerned
regulatory authority.

(v) The Trustee shall arrange for test checks of service contracts.

(vi) The Trustee shall immediately report to the Board of any special
developments in the Mutual Fund.

B. Specific due diligence:
(i) Obtain internal audit reports at regular intervals from
independent auditors appointed by the Trustee,
(ii) Obtain compliance cerfificates at regular intervals from the
AMC,
(iii) Hold meeting of Trustee more frequently,

(iv) Consider the reports of the independent auditor and
compliance reports of AMC at the meetings of Trustee for
appropriate action,

(v) Maintain records of the decisions of the Trustee at its
meetings and of the minutes of the meetings,
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(vi) Prescribe and adhere to a code of ethics by the Trustee, AMC
and ifs personnel,
(vii) Communicate in writing to the AMC of the deficiencies and

checking on the rectification of deficiencies.

18. The independent directors of the Trustee Company shall pay specific attention to the

following:-

(a) The Investment Management Agreement and the compensation paid under
the agreement

(b) Service contracts with affiliates (whether the AMC has charged higher fees
than outside contractors for the same services)

(c) Selection of the AMC's independent directors

(d) Securities fransactions involving affiliates to the extent such transactions are
permitted

(e) Selecting and nominating individuals to fill independent director’'s vacancies,

(f) Code of ethics must be designed to prevent fraudulent, deceptive or

manipulative practices by insiders in connection with personal securities
tfransactions

(9) The reasonableness of fees paid to sponsors, AMC and any others for services
provided
(h) Principal underwriting contracts and their renewals

(i) Any service contract with the associates of the AMC.

Notwithstanding anything contained in the SEBI Regulations the Trustee shall not be held
liable for the acts done in good faith and if adequate due diligence has been exercised by
it.

Amendments to the Deed of Trust shall not be carried out without the prior approval of SEBI
and Unitholders’ approval/consent as per the procedure/provisions laid down in the
Regulations and the Deed of Trust would be obtained where it affects the interest of the
Unitholders.

19. Supervisory Role of the Trustee

The supervisory role of Trustee will be discharged inter alia by reviewing the information and
operations of the Mutual Fund based on the internal audit reports/compliance reports
received on a periodical basis. The Compliance Officer has direct reporting line to the
Board of Directors of the Trustee. The Board meeting of the Trustee shall be held at least
once in every two calendar months and at least six such meetings shall be held in every
year or at such frequency as may be prescribed under the Regulations. The Board Meeting
of the Trustee has been held 3 times in the current financial year. Further, the quorum for a
Board meeting of the Trustee shall not be constituted unless such number of independent
directors as may be prescribed by SEBI from time to time, are present at the meeting.

Further the Audit Committee chaired by an independent director of the Trustee is
responsible for:
e Review of the periodic financial statements of the Trustee and Mutual Fund
including audit observations
¢ Toreview the internal audit systems and internal and statutory audit reports
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¢ Recommending appointment of auditors

Trustee - Fees and Expenses

In accordance with the Deed of Trust constituting the Mutual Fund, the Trustee shall be
entitled to receive a fee not exceeding 0.10% per annum of the average daily/weekly net
assets of the Fund. In addition to the aforesaid remuneration, the Trustee shall be entitled
for reimbursement of all costs, charges and expenses incurred in or about the
administration and execution of the Fund. Such reimbursement from and out of the Trust
Funds would always be to the extent permitted under the Regulations.

D. Asset Management Company

Peerless Funds Management Company Limited (PFMCL) is a public limited company
incorporated under the Companies Act, 1956 on 9t April, 2009, having its Registered Office at
Peerless Mansion, 1, Chowringhee Square, Kolkata - 700 069.

Peerless Funds Management Company Limited has been appointed as the Investment
Manager of the Mutual Fund by the Trustee vide Investment Management Agreement (IMA)
dated, 11" August 2009, and executed between the Trustee and the AMC.
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Name Age / Qualification Brief Experience
Mr. A.C.Chakrabortti | 80 vyears, B.Com., Fellow | Managing partner of Ernst and young
Chairman# Member of Institute of | has more than 40 yrs experienced in
Chartered Accountants of | Accounts and Audit.
England & Wales, Fellow
member of Institute of
Chartered Accountants of
India
Mr. S.K. Mukerji, 69 years, B.Com, Fellow of | Has vast experience as Senior Banker

Institute  of
Banking and Finance,
Fellow of the Institute of
Chartered Secretaries and
Administrators, London

the Indian

of more than 40 years in various
capacities in State Bank of India.

Mr. S. Bhattacharyya

49 years, B.Sc(Statistics),
Loyola College, Chennai
MBA Indian Institute of
Management, Ahmedabad

Has all-round experience in Fund
Management for more than 25 yrs
including as a CIO in HDFC Mutual
Fund

Mr. Partho S Datta 6lyears, Chartered | More than 35 years of Experience in
Accountant; AMP at | Corporate  sector as  Executive
Harvard Business School Director for Indal and Muruguppa
Group
Mr. Jayanta Roy# 33 years, M.Com.(Calcutta More than 3 yrs. Experience in

University) MBA(Cardiff
University, UK)

distribution of Financial Products and
strategy in PGFI

Mr. Akshay Gupta#
MD & CEO

36 years, BE(Electronics and
Communication),
MBA (Marketing & Finance)

CEO-Global Portfolio Advisors Pvt. Ltd
Head-Sales and Distribution,
Prudential ICICI AMC.

Head of Capital Markets - ABN AMRO
BANK, HSBC Bank

# Associate Director

Il. Duties and Responsibilities of the AMC as specified in the Regulations

1. The AMC shall take all reasonable steps and exercise due diligence to ensure that the
investment of funds pertaining fo any scheme is not confrary to the provisions of the
SEBI Regulations and the Deed of Trust.

2. The AMC shall exercise due diligence and care in all its investment decisions as would
be exercised by other persons engaged in the same business.

3. The AMC shall be responsible for the acts of commission or omission by its employees or
the persons whose services have been procured by the AMC.
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The AMC shall submit to the Trustee quarterly reports of each year on its activities and
the compliance with the SEBI Regulations.

The Trustee atf the request of the AMC may ferminate the assignment of the AMC at
any time, provided that such termination shall become effective only after the Trustee
have accepted the termination of assignment and communicated their decision in
writing to the AMC.

Notwithstanding anything contained in any contract or agreement or termination, the
AMC or its directors or other officers shall not be absolved of liability to the Mutual Fund
for their acts of commission or omission, while holding such position or office.

The Chief Executive Officer (whatever his designation may be) of the AMC shall ensure
that the Mutual Fund complies with all the provisions of the SEBI Regulations and the
guidelines or circulars issued in relafion thereto from time to fime and that the
investments made by the fund managers are in the interest of the unit holders and shall
also be responsible for the overall risk management function of the Mutual Fund.

The fund managers (whatever the designation may be) shall ensure that the funds of
the schemes are invested to achieve the objectives of the scheme and in the interest
of the unit holders.

(a) The AMC shall not through any broker associated with the sponsor, purchase or
sell securities, which is average of 5 per cent or more of the aggregate
purchases and sale of securities made by the Mutual Fund in
all its schemes. For this purpose, the aggregate purchase and sale of securities
shall exclude sale and distribution of units issued by the Mutual Fund The
aforesaid limit of 5 percent shall apply for a block of any three months.

(b) The AMC shall not purchase or sell securities through any broker [other than @
broker referred to in Pt. ?(a) above which is average of 5 per cent or more of
the aggregate purchases and sale of securities made by the Mutual Fund in all
its schemes, unless the AMC has recorded in writing the justification for
exceeding the limit of 5 per cent and reports of all such investments are sent to
the Trustee on a quarterly basis. The aforesaid limit shall apply for a block of
three months.

. The AMC shall not utilise the services of the sponsor or any of its associates, employees

or their relatives, for the purpose of any securities fransaction and distribufion and sale
of securities. However, the AMC may utilise such services if disclosure to that effect is
made to the unit holders and the brokerage or commission paid is also disclosed in the
half-yearly annual accounts of the Mutual Fund. Provided further that the Mutual Fund
shall disclose at the time of declaring half yearly and yearly results:

(i) any underwriting obligations undertaken by the schemes of the Mutual Funds
with respect to issue of securities associate companies,

(ii) devolvement, if any,

10
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(iii) subscription by the schemes in the issues lead managed by associate
companies,

(iv) subscription to any issue of equity or debt on private placement basis where
the sponsor or its associate companies have acted as arranger or manager.

. The AMC shall file with the Trustee the details of fransactions in securities by the key

personnel of the AMC in their own name or on behalf of the AMC and shall also report
to the SEBI, as and when required by SEBI.

. In case the AMC enters info any securities fransactions with any of its associates a

report to that effect shall be sent to the Trustee at its next meeting.

. In case any company has invested more than 5 per cent of the net asset value of a

scheme, the investment made by that scheme or by any other scheme of the Mutual
Fund in that company or its subsidiaries shall be brought to the notice of the Trustee by
the AMC and be disclosed in the half-yearly and annual accounts of the respective
schemes with justification for such investment provided the latter investment has been
made within one year of the date of the former investment calculated on either side.

. The AMC shall file with the Trustee and the Board—
(a) detailed bio-data of all its directors along with their interest in other companies
within fiffeen days of their appointment
(b) any change in the interests of directors every six months
(c) a qguarterly report to the Trustee giving details and adequate justification about

the purchase and sale of the securities of the group companies of the sponsor
or the AMC, as the case may be, by the Mutual Fund during the said quarter

. Each director of the AMC shall file the details of his tfransactions of dealing in securities

with the Trustee on a quarterly basis in accordance with guidelines issued by SEBI.

. The AMC shall not appoint any person as key personnel who has been found guilty of

any economic offence orinvolved in violation of securities laws.

. The AMC shall calculate the value of net assets of each Scheme of the Mutual Fund

and disclose to investors the basis of calculating the Purchase/Redemption Price per
unit and Net Asset Value of the various schemes of the Mutual Fund in the appropriate
SID or by such other means as may be specified by the Trustee and SEBI.

. The AMC shall appoint registrars and share transfer agents who are registered with SEBI,

provided if the work relating fo the transfer of units is processed in-house, the charges
at competitive market rates may be debited to the scheme and for rates higher than
the competitive market rates, prior approval of the Trustee shall be obtained and
reasons for charging higher rates shall be disclosed in the annual accounts.

. The AMC shall

(1) not act as a frustee of any mutual fund

11
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not undertake any other business activities except activities in the nature of
portfolio management services, management and advisory services to offshore
funds, pension funds, provident funds, venture capital funds, management of
insurance funds, financial consultfancy and exchange of research on
commercial basis if any of such activities are not in conflict with the activities of
the Mutual Fund, provided that the AMC may itself or through its subsidiaries
undertake such activities if it satisfies the Board that the key personnel of the
AMC, the systems, back office, bank and securities accounts are segregated
activity-wise and there exist systems to prohibit access to inside information of
various activities. Provided further that AMC shall meet capital adequacy
requirements, if any, separately for each such activity and obtain separate
approval, if necessary under the relevant regulations.

not invest in any of its schemes unless full disclosure of its intentfion to invest has
been made in the SID, provided that an AMC shall not be entitled to charge
any fees on its investment in that scheme.

20. The AMC shall abide by the Code of Conduct as specified in the Fifth Schedule to the
Regulations.

lll. Infformation on Key Personnel of the Asset Management Company:

Employee

Total | Assignment held during last

De5|g-nqhon/ Age Qualification no. Of | 10 years
Function yrs of

Exp

Mr. Akshay Gupta

CEO-Global Portfolio Advisors Pvt.

BE(Electronics & Ltd ICICI Head-Sales and

Communication DIST”bUT.lon’

CEO & M .D. 36 MBA(Marketing "1 13 yrs | Prudential ICIQI AMC.

& Finance) Head of Capital Markets - ABN
AMRO BANK

HSBC Bank

Mr. Kaushik Dani

Equity Fund Manager and PMS
Head

- K.R. Choksey Shares & Securities Pvt
B.Com, 13 yrs Ltd, Manager- Investments, Birla
MBA (Finance) Sunlife, AMC, Assoc. Vice President —
PMS, Sharekhan

Senior Research Executive - SG Asia
Secuirities (India) Pvt. Ltd

Head - Equity 37

Mr. Vilas Solanki

Vice president, Operations, ING
Investment Management (l) Pvt.
Head - Operations & 34 B.Com. 14 yrs Ltd.
Customer Service PG Diploma-NIIT Manager, Operations,

Zurich AMC Executive,

Operations, GIC AMC

Mr. Ganti N Murthy

B.SC.(H)
MBA(Finance)

Senior Fund Manager-
Fixed Income, SBI MF-Over 5 years
Fund Manager-Fixed Income,

Head - Fixed Income | 42 17 yrs

12
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DBS Cholamandalam Mutual
Fund, Manager, Unit Trust of India.

Fund Manager -

As Dealer in Equity and Fixed

Mr. Malay Shah Peerless Liquid Fund 31 B.Com. MMS 8 yrs :_r;gome in Derivium Capital & Sec
Mr. S Grace Rabi Research & Spl. 46 B.com, MBA (Fin) | 15 yrs capact ’
: last associated with Peerless
Projects o .
Securifies as President.
Has over 9 years of experience
primarily in mutual fund industry. Has
com cma| | SO oo geos o
Mr. Vishal J Thacker Head- Risk, Strategy & 33 Aglvonced .| 9yrs management, business planning &
Products Diploma in .
strategy and Business process /
Management . . .
Accountin project implementation, was last
9 associated with ICICI  Prudential
Asset Management Co. Ltd.
Has experience in financial
Mr. Sachin Shetty Invgs’ror Relations 8 B Com 6yrs orgomsghons in various capacities-
Officer operations, fund management and
sales related activifies.
Mr. Rahul Dedhia Dealer- Fixed 2% BE (Elec.), MBA 2Yrs As Dgoler in Fixed Incqme in LKP
Income (Fin) Securities and Alka Securifies.
Head , Bcom(Hons.), As Company Secretary with Visa
Compliance & L .
Mr S. Swaminathan Leaal and A1 ACS, 17 vrs Power Limited, VISA Steel Limited
’ 9 AICWA, MBA Y and previously with IFB Group and
Company .
(Fin)) INDAL.
Secretary
As Dealer at K.R.Choksey Shares &
Securities limited, as Institutional
Mr. Harsh Shah Dealer - Equity 26 B.E. Telecom 6yrs | Dealer at Techno Shares & Stocks

Limited and as Institutional Sales at
A.K. Stockmart (AK. Capital Group).

THE INVESTMENT TEAM AND THE OPERATIONS TEAM OPERATES
OTHER KEY PERSONNEL ARE BASED AT HEAD OFFICE IN KOLKATA

IV. Shareholding of the AMC

Peerless Funds Management Co. Ltd. is a subsidiary of PGFI

FROM MUMBAI AND ALL

Shareholder Type of holding % Holding
The Peerless General Finance & Equit 99 99
Investment Co. Ltd(PGFI) auity )
Individually Equity 0.01

13
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V. Procedure and Recording of Investment Decisions

All investment decisions, relating to the Schemes, will be undertaken by the AMC in
accordance with the Regulations, the investment objectives specified in the SID and the
Investment Manual of the AMC. All investment making decisions taken by the AMC in
relation to the corpus of the Schemes will be recorded.

A detailed report will be made before taking any decision to invest in a company/issuer
for the first time. Individual scrip wise reasons will be recorded by the fund manager at
the time of placing individual orders. Performance of the Schemes will be periodically
tabled before the boards of the AMC and the Trustee respectively. Performance of the
Schemes vis-a-vis their respective benchmark indices will be periodically monitored by
the boards of the Trustee and the AMC. Further, the boards of the Trustee and the AMC
will also review the performance of the Schemes in the light of performance of the
mutual fund industry.

The AMC has appointed an Investment Committee, which is headed by the Chairman of
the AMC. The other members are two directors of the AMC, the MD & CEOQO, the Head -
Fixed Income and the Head - Equity. The Committee would lay down the broad
investment policy for the Schemes, review the policy and to review the portfolio and
performance of the Schemes periodically. However, the day to day investment
management decision will solely be of the fund manager of the respective Scheme.

All investment decisions shall be recorded in terms of SEBI Circular No.
MFD/CIR/6/73/2000, dated July 27, 2000 as amended from time to time.

The Chief Executive Officer of the AMC shall inter-alia ensure that the investments made
by the fund managers are in the interest of the Unit holders. The Fund Manager shall
ensure that the funds of the Scheme(s) are invested in line with the investment objective
of the Scheme(s) and in the interest of the Unit holders.

E. Service providers

Custodian

HDFC Bank Lid

Custody & Depository Services,
Lodha - | Think Techno Campus,
Building - Alpha, 8th Floor,

Next to Kanjur Marg Railway Station,
Kanjur Marg (E),

Mumbai - 400042

SEBI REGISTRATION NO IN /CUS/001

Registrar and Transfer agent
Karvy Computershare Pvt. Ltd

Unit : Peerless Mutual Fund
Karvy Plaza, No. 8-2-596
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Street No. 1, Banjara Hills
Hyderabad - 500 034.
SEBI registration Number: INROO0O000221.

The Trustee and the AMC have ensured that the Registrar has adequate capacity to
discharge responsibilities with regard to processing of applications and dispatching unit
certificates to Unit holders within the time limit prescribed in the Regulations and also has
sufficient capacity to handle investor complaints.

Statutory Auditor of the Mutual Fund
M/s. S R Batliboi & Co

Chartered Accountants

6th Floor, Express Towers

Nariman Point

Mumbai- 400 021

Legal Counsel

Amarchand & Mangaldas & Suresh A. Shroff & Co.
Anand Lok, 227, A. J. C. Bose Road,

Kolkata -700 020

Fund Accountant

Deutsche Bank A.G.

222, Kodak House, Dr. D.N. Road
Fort, Mumbai - 400 001

Collecting Bankers

HDFC Bank Ltd, and or such other banks registered with SEBI may be appointed as the
collecting banker(s)/paying banker(s) under the scheme on such terms and conditions
as may be decided by the AMC from time to time.

Principal business address of the Bank
HDFC Bank Ltd

(SEBI Registration No:)INB 100000063
Maneckji Wadia Bldg

Nanik Motwani Marg, Fort,

Mumbai — 400 001

F. Condensed financial information (CFl)
Condensed Financial Information2009-10

Peerless Ultra
Historical per unit statistics Peerless Liquid Fund | Short Term Fund

NAV at the beginning oftte year (Rs. Per Unit) (as o
April 01, 2009)

Retail Growth N.A N.A

Retail Daily Dividend N.A N.A
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Retail Weekly Dividend N.A N.A

Retail Monthly Dividend N.A N.A
Institutional Growth N.A N.A
Institutional Daily Dividend N.A N.A
Institutional Weekly Dividend N.A N.A
Institutional Monthly Dividend N.A N.A

Super Institutional Growth N.A N.A

Super Institutional Daily Dividend N.A N.A

Super Institutional Weekly Dividend N.A N.A

Super Institutional Monthly Dividend N.A N.A
Dividend paid penit during the year (net) (Rs.)

Retail Daily Dividend -Individual/HUF 0.03760530 0.04255957
Retail Daily Dividend -Others 0.01150207 0.03960971
Retail Weekly Dividend -Individual/HUF 0.03097097 0.03799480
Retail Weekly Dividend -Others 0.00000000 0.01372030
Retail Monthly Dividend -Individual/HUF 0.00000000 0.03470503
Retail Monthly Dividend -Others 0.00000000 0.00000000
Institutional Daily Dividend -Individual/HUF 0.00000000 0.04160919
Institutional Daily Dividend -Others 0.01619184 0.00000000
Institutional Weekly Dividend -Individual/HUF 0.00000000 0.00000000
Institutional Weekly Dividend -Others 0.03114137 0.00000000
Super Institutional Daily Dividend -Individual/HUF 0.00000000 0.00000000
Super Institutional Daily Dividend -Others 0.03796047 0.04321594
Super Institutional Weekly Dividend -Individual/HUF 0.00000000 0.00000000
Super Institutional Weekly Dividend -Others 0.00000000 0.02056615
NAV at the end of the year (Rs. Per Unit) (as on

March 31, 2010)

Retail Growth 10.0425 10.0470
Retail Daily Dividend 10.0001 10.0001
Retail Weekly Dividend 10.0026 10.0032
Retail Monthly Dividend *10.0000 10.0070
Institutional Growth *10.0000 10.0513
Institutional Daily Dividend *10.0000 10.0001
Institutional Weekly Dividend 10.0028 *10.0000
Institutional Monthly Dividend *10.0000 *10.0000
Super Institutional Growth 10.0014 *10.0000
Super Institutional Daily Dividend 10.0001 10.0001
Super Institutional Weekly Dividend *10.0000 10.0035
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Super Institutional Monthly Dividend *10.0000 *10.0000

Scheme Absolute Returns (%) NA NA

Benchmark Returns (%) NA NA
CRISIL Liquid Fund CRISIL Liquid Fund

Benchmark Index Index Index

Total Net Assets at the end of the year (Rs. Crs) 21.67 167.55

Total Recurring Expenses as a percentage of
Daily/Weekly average net assets (%)

Retail 0.80% 0.80%
Institutional 0.40% 0.40%
Super Institutional 0.21% 0.22%
Date of Allotment 19-Feb-10 19-Feb-10
Notes :

The units under the schemes were allotted during the financial year ended March 31, 2010 and
hence there are no NAVs per unit at the beginning of the year

* - No investors in the respective plans as on 31st March, 2010

Returns are calculated for the Growth Options of the respective Scheme(s)/Plan(s), considering the
movement of NAV during the period. Past performance may or may not be sustained in future.

Condensed Financial Information2010-11

Peerless Peerless Incomg Peerless Short]
Peerless Ultra Short | Plus Fund Term Fund
Historical per unit statistics Liquid Fund | Term Fund
NAV at the beginning of the year,
(Rs. Per Unit) (as on April 01,
2010)
Growth N.A N.A N.A N.A
Monthly Dividend N.A N.A N.A N.A
Quarterly Dividend N.A N.A N.A N.A
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Retail Growth 10.0425 10.0470 | N.A N.A
Retail Daily Dividend 10.0001 10.0001 | N.A N.A
Retail Weekly Dividend 10.0026 10.0032 | N.A N.A
Retail Monthly Dividend *10.0000 10.0070 | N.A N.A
Institutional Growth *10.0000 10.0513 | N.A N.A
Institutional Daily Dividend *10.0000 10.0001 | N.A N.A
Institutional Weekly Dividend 10.0028 *10.0000 | N.A N.A
Institutional Monthly Dividend *10.0000 *10.0000 | N.A N.A
Super Institutional Growth 10.0014 *10.0000 | N.A N.A
Super Institutional Daily Dividend 10.0001 10.0001 | N.A N.A
Super Institutional Weekly *10.0000

Dividend 10.0035 | N.A N.A
Super Institutional Monthly *10.0000

Dividend *10.0000 | N.A N.A
Dividend paid per unit during the|

year (net) (Rs.)

Monthly Dividend ¢ Individual / 0.18770303 0.08759447
HUF

Monthly Dividend ¢ Others 0.17469674 0.08152618
Quarterly Dividend ¢ Individual / 0.19244479 0.11532448
HUF

Quarterly Dividend ¢ Others 0.17911286
Retail Daily Dividend -

Individual/HUF 0.47835187 | 0.51994621
Retail Daily Dividend -Others 0.47835187 | 0.48386678
Retail Weekly Dividend -

Individual/HUF 0.05776438 | 0.51579402
Retail Weekly Dividend -Others 0.10536235 | 0.27536784
Retail Monthly Dividend -

Individual/HUF 0.09334032 | 0.50200893
Retail Monthly Dividend -Others | 0.11828646 | 0.19644386
Institutional Daily Dividend -

Individual/HUF 0.57722262 | 0.33242842
Institutional Daily Dividend ¢

Others 0.57787806 | 0.25278223
Institutional Weekly Dividend -

Individual/HUF
Institutional Weekly Dividend ¢

Others 0.03109274
Institutional Monthly Dividend -

Individual/HUF 0.33094150
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Institutional Monthly Dividend ¢

Others 0.04717177
Super Institutional Daily Dividend

-Individual/HUF 0.49262130 | 0.46728860
Super Institutional Daily Dividend

¢Others 0.51712222 | 0.52800804
Super Institutional Weekly

Dividend -Individual/HUF 0.25156522 | 0.20577894
Super Institutional Weekly

Dividend ¢Others 0.35646500 | 0.11637918
Super Institutional Monthly

Dividend -Individual/HUF 0.26439613
Super Institutional Monthly

Dividend ¢Others 0.43273532
NAV at the end of the year (Rs.

Per Unit) (as on March 31, 2010]

Growth N.A N.A 10.3699 10.7722
Monthly Dividend N.A N.A 10.1518 10.6022
Quarterly Dividend N.A N.A 10.1480 10.6312
Retail Growth 10.6780 10.6702 N.A N.A
Retail Daily Dividend 10.0015 10.0007 N.A N.A
Retail Weekly Dividend 10.0084 10.0087 N.A N.A
Retail Monthly Dividend 10.0156 10.0162 N.A N.A
Institutional Growth 10.6603 *10.0000 N.A N.A
Institutional Daily Dividend 10.0015 *10.0000 N.A N.A
Institutional Weekly Dividend *10.0000 *10.0000 N.A N.A
Institutional Monthly Dividend *10.0000 *10.0000 N.A N.A
Super Institutional Growth 10.6922 10.6597 N.A N.A
Super Institutional Daily Dividend | 10.0015 10.0008 N.A N.A
Super Institutional Weekly N.A N.A
Dividend *10.0000 *10.0000

Super Institutional Monthly N.A N.A
Dividend *10.0000 10.0162

Scheme Returns (%) (CAGR or

Absolute Returns *)

Growth 3.70% " T7.72% "
Retail Growth 6.33% 6.20%
Institutional Growth 6.60%
Super Institutional Growth 6.91% 6.60%

19




MUTUAL FUND
Jor you, forever

CRISIL MIP CRISIL Short

CRISIL Liquid | CRISIL Liquid | Blended Fund Term Bond
Benchmark Index Fund Index Fund Index Fund Index
Benchmark Returns (%) (CAGR or 4.08% " 3.43% "
Absolute Returns ) 6.21% 6.21%
Total Net Assets at the end of the 37.20 51.06
year (Rs. Crs) 1266.98 84.78
Total Recurring Expenses as a
percentage of Daily/Weekly
average net assets (%)
Growth 2.03% 0.60%
Retail Growth 0.89% 0.98% -
Institutional Growth 0.68% 0.49%
Super Institutional Growth 0.32% 0.32%
Date of Allotment 19-Feb-10 19-Feb-10 29-)ul-10 18-Aug-10
Notes :

The units under the schemes were allotted during the financial year ended March 31, 2010 and hence
there are no NAVs per unit at the beginning of the year

* - No investors in the respective plans as on 31st March, 2011

Returns are calculated for the Growth Options of the respective Scheme(s)/Plan(s), considering the
movement of NAV during the period. Past performance may or may not be sustained in future.

Il. HOW TO APPLY?
This section must be read in conjunction with the Section “Units and Offer” of the SID

1. The application form/Transaction Slip for the Sale of Units of the respective
Schemes/ Plans will be available and accepted at the office of the ISCs / Official
Points of acceptance during their business hours on their respective business days.

2. Applications must be completed in Block Letters in English.

3. Applications filled up and duly signed by all joint investors should be submitted
along with the cheque/draft/other payment instrument or instruction to a
designated ISC /Official Point of acceptance of AMC or the Registrar as
specified. Signatures should be in English or in any Indian Language.

4. All cheques and bank drafts must be drawn in favour of "a Specific Scheme" and

the name of the respective Plan should also be mentioned and crossed "A/c
Payee only". A separate cheque or bank draft must accompany each
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application/each scheme. Investors must use separate application forms for
investing simultaneously in more than one Plan of the Scheme subject to the
minimum subscription requirements under each Plan. If the amount mentioned on
the application is different from the amount mentioned on the accompanying
cheque or bank / demand draft or the amount is not mentioned in the
application form, then the amount on the cheque will be treated as the
application amount and the application will be processed accordingly. In case
the name of the Scheme/Plan mentioned on the application form differs from the
name mentfioned on the accompanying payment instrument, then the
application will be treated as an application for the Scheme/Plan mentioned on
the application form.

All chegues and bank drafts accompanying the application form should contain
the application form number / folio number, scheme name and name of first
investor on its reverse.

In order to protect the interest of Investors from fraudulent encashment of
cheques, the current SEBI Regulations, have made it mandatory for Investors to
mention in their Application / Redemption request, their bank name, branch,
address, account type and account number. The Registrar/ AMC may ask the
investor to provide a blank cancelled cheque or its photocopy for the purpose of
verifying the bank account number.

PAN issued by the Income Tax authorities is used as the sole idenftification number
for all investors transacting in the securities market including mutual funds,
irespective of the amount of transaction. Thus, all investors (including resident
and non-resident investors) are required to provide PAN, along with a certified*
copy of the PAN card for all transactions in Units of the schemes of the Fund
irespective of the amount of fransaction.

PAN will not be required in case of Systematic Investment Plans (SIPs) where
aggregate of installments in a financial year i.e. April to March does not exceed
Rs 50,000/-. This exemption will be applicable only to investments by individuals,
Non Resident Indian (NRI), minors, joint holders and sole proprietary firms (but not
including Persons of Indian Origin (PIO), Hindu Undivided Family (HUF) and other
categories). However, investors are required to furnish an atftested copy (self
attested / attested by an AMFI registered distributor bearing its AMFI Registration
Number) of any of the photo idenfification documents as specified in the
application form.

PAN requirement is also exempt for investors residing in the state of Sikkim, Central
Government, State Government, and the officials appointed by the courts e.g.
Official liquidator, Court receiver etc. (under the category of Government).
However, this would be subject to verifying the veracity of the claim of the
specified organizations or residents of Sikkim, by collecting sufficient documentary
evidence in support of their claim for such an exemption. Please refer to the
application form for details of the document(s) which are required to be
submitted in such cases.
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9. Know Your Client (“KYC") formalities under the Prevention of Money Laundering
Act, 2002 (“PMLA") and the related guidelines issued by SEBI are required o be
completed by investors (including Power of Attorney Holder and guardian in case
of minor) intending to invest Rs. 50,000 or more in units of mutual funds. This one-
time verification is valid for fransactions across all mutual funds. The process to
complete KYC formalities is as follows:

a. A completed KYC application form along with PAN card copy and the other
documents/information as mentioned below should be submitted to any
designated 'Points of Service' (POS) — Peerless AMC Investor Service Cenftres
(as specified), Karvy Investor Service Centres (as specified) or CVL Cenftres
(CDSL Ventures Ltd.). The POS list is available at www.cvlindia.com

b. AKYC application form can be obtained from any designated POS.

c. The list of all documents/information required and instructions to fill the form
can be found in the KYC application form).

d. After verification of the KYC application form and accompanying documents,
investors will receive a letter certifying their KYC compliance. There is no
charge for this verification.

e. When investing Rs. 50,000/- or above with the Fund, a copy of the KYC
compliance letter/Mutual Fund Identification Number ("MIN") Allotment Letter
(with PAN) / Printout of KYC Compliance Status downloaded from CVL
website (www.cvlindia.com) should be attached to the scheme's application
form to avoid rejection.

f. If an investor has a Mutual Fund Identification Number and has not provided a
certified* copy of the PAN card at the time of obtaining MIN, he is required to
complete the KYC formalities as mentioned above in order to be KYC-
compliant.

*(Investors are requested to submit a copy along with the original for
verification at the Investor Service Centres of the Fund/Karvy, which will be
returned across the counter. Alternatively, a distributor empanelled with the
Fund can attest a copy. A Bank Manager's attestation or a Notarised copy
will also be accepted.)

Applicants infending to apply for units through a Power of Aftorney (PoA)
must ensure that the issuer of the PoOA and the holder of the POA must mention
their KYC Compliance Status and aftach proof of KYC Compliance at the
fime of investment of Rs.50,000/- and above.

In the event of non compliance of KYC requirements, the Trustee / AMC
reserves the right to freeze the folio of the investor(s).

10. Applicants must satisfy the minimum Application Amount requirements mentioned
in the SID of the respective schemes of the Mutual Fund.
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11. Applications not complete in any respect are liable to be rejected.

12. The AMC / Trustee retains the sole and absolute discretion fo reject any
application.

As per provisions of SEBI, all investors (resident and non-resident) transacting in the
Schemes of the Fund, irrespective of the amount of fransaction, are required to provide
the Permanent Account Number (“PAN”) (supported by a certified* copy of the PAN
card) to the AMC. In case of investors who do not provide a certified* copy of the PAN
card, the application for fransaction in units of the Schemes will be rejected by the Fund.
This clause does not apply to investors residing in the state of Sikkim, investors in a Micro
SIP (as mentioned below), officials of Central Government, State Government and those
appointed by the Courts e.g. Official Liquidator, Court Receiver, etc. (under the
category of Government). Alternafively, the investor may provide theKYC
acknowledgement letter in lieu of the copy of the PAN card.

In accordance with the guidelines issued by AMFI on July 14, 2009 in terms of SEBI letter
dated June 19, 2009, investors investing under a SIP up to Rs. 50,000 per year i.e. the
aggregate of installments in a rolling 12 month period (“Micro SIP”), are exempt from the
requirement of providing PAN and a copy of the PAN card as a proof of identification.
However, investors are required to furnish an attested copy (self attested / attested by an
AMFI registered distributor bearing its AMFI Registration Number) of any of the photo
identification documents as specified in the respective scheme information documents /
key information memorandum / application forms.

The aforesaid exemption is applicable to (i) investments only by individuals (including
Non Resident Indians, but not Persons of Indian Origin), minors and sole proprietary firms;
and (ii) joint holders.

Application incomplete in any respect (other than mentioned above) will be liable to be
rejected

In order to protect investors from frauds, it is advised that the Application Form number /
folio number, scheme name and name of the first investor should be written overleaf the
cheque / draft, before they are handed over to any courier / messenger / distributor /
ISC.

In order to protect investors from fraudulent encashment of cheques, Regulations require
that cheques for Redemption of Units specify the name of the Unit Holder and the bank
name and account number where payments are to be credited. Hence, all applicants
for Purchase of Units must provide a bank name, bank account number, branch address,
and account type in the Application Form.

Payment Mode

Payment can be made by either
e cheque;
e draft (i.e. demand draft or bank draft); or
¢ a4 paymentinstrument (such as pay order, banker's cheque, etc.)
¢ a4 payment mode as may be approved by the AMC from time to time.
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Resident Investors

Applications accompanied with cash, money orders, post dated cheques [except for
Systematic Investment Plan (SIP)], third party cheques, outstation cheques and postal
orders are liable to be rejected. Cheques drawn on the bank not participating in the
clearing house will not be accepted.

The AMC will reimburse demand draft charges subject to maximum of Rs. 1,000/- per
transaction for purchase of units by investors residing at location where the ISC’s/Official
Points of Acceptance are not located as per the table below:

Amount of Investments Rate of Charge of Demand Drafts

Upto Rs 10,000 At actuals subject to a maximum of Rs 50
Above Rs 10,000 Rs 0.50 per Rs 1000

Maximum Charges Rs 1,000

The AMC reserves the right to refuse bearing of demand draft charges, in case of
investments made by the same applicant(s) through multiple applications at its own
discretion which will be final and binding on the investor. Investors residing at places
other than where the ISC's/Official Point of Acceptance are located, are requested to
make the payment by way of demand draft(s) after deducting charges as per the rates
indicated in the above table. The AMC reserves the right to insist for the proof of demand
draft charges. It may be noted that additional charges, if any, incurred by the investor
over and above the levels indicated above will not be borne by the AMC. No demand
draft charges will be borne by the AMC for purchase of Units by investors residing at such
locations where the ISC’s/Official Points of Acceptance are located. Reimbursement of
demand draft charges will be applicable for all equity schemes.

Investors may kindly note that DD charges will not be reimbursed for debt and liquid
schemes of the Mutual Fund. Applications accompanied by cheques/drafts not fulfiling
the above criteria are liable to be rejected.

Additional mode of payment through Applications Supported by Blocked Amount
(“ASBA”) in Mutual Funds for investing in New Fund offer (NFO)

In terms of SEBI circular No. SEBI/IMD/CIR No 18 / 198647 /2010 dated March 15,2010, an
investor can subscribe to the New Fund Offer (NFO) of Mutual Fund launched on or after
July 1, 2010, through the ASBA facility by applying for the units offered by the Schemes in
the ASBA application form and following the procedure as prescribed therein.

“Applications Supported by Blocked Amount” or “ASBA" is an application containing

an authorization given by the Investor to block the application money in his specified
bank account towards the subscription of Units offered during the NFO of the Schemes of
Peerless Mutual Fund. If an investor is applying through ASBA facility, the application
money towards the subscription of Units shall be debited from his specified bank account
only if application of the investor is selected for allotment of Units.

Investors under ASBA can also subscribe to NFO of the Schemes by making physical or
electronic application through Self Certified Syndicate Bank (“SCSB").
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Benefits of Applying through ASBA facility:

a) The Investor need noft issue a cheque of a demand draft, as the investor needs to
submit the ASBA application form accompanying an authorization to block the account
to the extent of application money towards subscription of units in the NFO. The investor
can use the balance money, if any, for other purposes.

b) Release/unblocking of blocked funds after allotment is done instantaneously.

c) As the application amount remains in the investor's bank account, the investor
continues to earn interest fill the allotment is made, when an application is made under
ASBA facility.

d) Refunds of money to the investors do not arise as the application money towards
subscription of units is debited only on the allotment of units.

ASBA Procedure

i) An investor intending to subscribe to the units during NFO through ASBA facility shall
submit a duly completed ASBA application form to a SCSB with whom such investor’s
bank account is maintained.

ii) The ASBA Application Form towards the subscription of units can be submitted through
one of the following modes:

e submit the form physically with the Designated Branches (DBs) of SCSB (“Physical
ASBA"); or

* submit the form electronically through the internet banking facility offered by the SCSB
(“Electronic ASBA").

i) An acknowledgement will be given by the SCSB in the form of the counter foil or
specifying the application number for reference. Such acknowledgement does not
guarantee, in any manner, that the investors will be allotted the units he has applied for.
Note: The application would be rejected by the Bank, if the bank account specified in
the ASBA application form does not have sufficient credit balance to meet the
application money towards the subscription of units in the NFO.

iv) On acceptance of physical or electronic ASBA, the SCSB shall block funds available in
the specified bank account to the extent of application money specified in ASBA
application Form.

v) Application money towards the subscription of units shall be blocked in the account
until (i) allotment of units is made or (i) the application is rejected.

vi) SCSBs shall unblock the bank accounts for (i) fransfer of requisite money to the Mutual
Fund / scheme bank account against each valid application on allotment or (ii) in case
the application is rejected.

vii) The list of SCSBs and their DBs where ASBA application form can be submitted is
available on the websites of BSE (www.bseindia. com), NSE (www.nseindia.com) and SEBI
(www.sebi.gov.in) and shall also be given in the ASBA application form.

Grounds for Technical Rejections of ASBA application forms

ASBA application forms can be rejected, at the discretion of Registrar and Transfer Agent
of Peerless Mutual Fund or AMC or SCSBs including but not limited on the following
grounds-:

i) Applications by persons not competent to contract under the Indian Contract Act,
1872, including but noft limited to minors, insane persons etc.

i) Mode of ASBA i.e. either physical ASBA or electronic ASBA is not selected or ficked.

i) ASBA application form without the stamp of the SCSB.

iv) Application by any person outside India if not in compliance with applicable foreign
and Indian laws.
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v) Bank account details not given/incorrect details given.
vi] Duly certified Power of Attorney, if applicable, not submitted along with the ASBA
application form.

vii) No corresponding records available with the Depositories matching the parameters
namely (a) Names of the ASBA applicants (including the order ofnames of joint holders)
(o) DP ID (c) Beneficiary account number or any other relevant details pertaining to the
Depository account.

Mechanism for Redressal of Investor Grievances:

All grievances relating to the ASBA facility may be addressed to the respective SCSBs,
giving complete details such as name & address of the applicant, number of units
applied for, counterfoil or the application reference given by the SCSBs, DBs or CBs,
amount paid on application and the Designated Branch or the collection centre of the
SCSB where the application form was submitted.

If the SCSB has not resolved the grievance, investors should write to M/s. Karvy
Computershare Pvi. Ltd. (Karvy), Hyderabad, Registrar and Transfer Agent of Peerless
Mutual Fund

Non Resident Indians (NRI)/Persons of Indian Origin (PIO), Foreign Institutional Investors
Repatriation Basis

In the case of NRIs including PIOs, payment may be made either by inward remittance
through normal banking channels or out of funds held in his Non - Resident (External)
Rupee Account (NRE) / Foreign Currency (Non- Resident) Account (FCNR). In case Indian
rupee drafts are purchased abroad or from Foreign Currency Accounts or Non-resident
Rupee Accounts an account debit certificate from the Bank issuing the draft confirming
the debit shall also be enclosed.

Flls shall pay their subscription either by inward remittance through normal banking
channels or out of funds held in Foreign Currency Account or Non- Resident Rupee
Account maintained by the Fll with a designated branch of an authorised dealer in
accordance with the relevant exchange management regulations.

Non-repatriation Basis

In the case of NRIs/PIOs, payment may be made either by inward remittance through
normal banking channels or out of funds held in his NRE / FCNR / Non-Resident Ordinary
Rupee Account (NRO). In case Indian rupee drafts are purchased abroad or from
Foreign Currency Accountfs or Non-resident Rupee Accounts an account debit
certificate from the Bank issuing the draft confirming the debit shall also be enclosed.

Returned cheque(s) are liable not to be presented again for collection, and the
accompanying Application Form is liable to be rejected. In case the returned cheque(s)
are presented again, the necessary charges may be debited to the Investor.

Application under Power of Attorney
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An applicant wanting fo fransact through a power of attorney must lodge the
photocopy of the Power of Attorney (PoA) atftested by a Notary Public or the original
PoA (which will be returned after verification) within 30 days of submitting the Application
Form / Transaction Slip at a Designated ISC's/Official Point of acceptance or along with
the application in case of application submitted duly signed by POA holder. Applications
are liable to be rejected if the power of attorney is not submitted within the aforesaid
period.

Application by a non - individual investor

In case of an application by a company, body corporate, society, mutual fund, trust or
any other organisation not being an individual, a duly certified copy of the relevant
resolution or document along with the updated Specimen Signature list of Authorised
Signatories must be lodged along with the Application Form / Transaction Slip at a
Designated ISC’'s/Official Point of acceptance. Further, the AMC may require that a
copy of the incorporation deeds / constitutive documents (e.g. Memorandum and
Articles of Association) be also submitted to the ISC's/Official Point of acceptance.

Requests for redemption may not be processed if the necessary documents are not
submitted .

Mode of Holding

An application can be made by up to a maximum of three applicants. Applicants must
specify the 'mode of holding' in the Applicatfion Form.

If an application is made by one Unit Holder only, then the mode of holding will be
considered as ‘Single’.

If an application is made by more than one investors, they have an option to specify the
mode of holding as either 'Jointly' or 'Anyone or Survivor'.

In either of the cases referred above i.e. application made by one investor/more than
one investor, the Fund shall not entertain requests for including any other person as a
joint holder once the application has been accepted.

If the mode of holding is specified as 'Jointly’, all instructions to the Fund would have to
be signed by all the Unit Holders, jointly. The Fund will not be empowered to act on the
instruction of any one of the Unit Holders in such cases.

If the mode of holding is specified as 'Anyone or Survivor', an instruction signed by any
one of the Unit Holders will be acted upon by the Fund. It will not be necessary for all the
Unit Holders to sign.

If an application is made by more than one investor and the mode of holding is not
specified, the mode of holding would be freated as 'Anyone or Survivor'.

In all cases, all communication to Unit Holders (including account statements, statutory
notices and communication, etc.) will be addressed to the first-named Unit Holder. All
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payments, whether for redemptions, dividends, etc will be made favouring the first-
named Unit Holder.

The first named Unit Holder shall have the right to exercise the voting rights associated
with such Units as per the applicable guidelines.

Investors should carefully study the paragraphs on “Transfer and Transmission” and
“Nomination Facility” before ticking the relevant box pertaining to the mode of holding
in the Application Form.

Additional facilities for subscription/redemption/switch of units:

Transactions through Electronic Mode

The Mutual Fund may allow subscriptions of Units by electronic mode including through
the various web sites with which the AMC would have an arrangement from fime fo time.

Subject to the investor fulfilling certain terms and conditions as stipulated by AMC from
time to time, the AMC, Mutual Fund, Registrar or any other agent or representative of the
AMC, Mutual Fund, the Registrar may accept tfransactions through any electronic mode
including through fax/web/ phone transactions as permitted by SEBI or other regulatory
authorities.

For details investors are advised to refer to the SID of the respective Scheme(s) of the
Mutual Fund.

Online Transactions

Investors can avail of the online facility which enables them to fransact online on
www.peerlessmf.co.in. For details and applicable terms and conditions for such
fransactions investors are advised to refer to 'SID’ of the respective Scheme(s) of the
Mutual Fund and the website of the Asset Management Company i.e.
www.peerlessmf.co.in.

Restriction on acceptance of third party payment for subscription of units under the
schemes of Peerless Mutual fund:

Para-1 Peerless Funds Management Company Limited (AMC) /Peerless Mutual fund shall
not accept applications for subscriptions of units accompanied with third party payment.
“Third party payment” means payment made through an instrument issued from a bank
account other than that of the first named applicant /investor mentioned in the
application form.

Para 2-As referred to in the paral above following are exceptional cases where third
party payments will be accepted subject to requisite documentation /declarations.

1. Payment by parents /Grand parents / Related Person on behalf of minorin
consideration of natural love and affection or as gift for a value not
exceeding Rs50,000.However ,the donors will have to comply with the
requirements stated in para 3.

2. Payment by employer on behalf of employee under systematic investment
plan (SIP) facility through pay roll deductions.
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3. Custodian on behalf of an Fll or a client.

“Related Person”means any person investing on behalf of the minor in consideration of
natural love and affection or as a gift.

Para 3- Investors submitting their applications through the above mentioned exceptional
cases are required to comply with following , without which applications for subscriptions
for units will be rejected /not processed /refunded.

a. Mandatory KYC for all the investors (guardian in case of minor) and the person
making the payment i.e. third party .In order for an application to be
considered as valid ,investors and the person making the payment should
attach their valid KYC acknowledgment letter to the application form.

b. Submission of a separate ,complete and valid “third party declaration form”
from the investors (guardian in case of minor) and the person making
payment i.e. the third party.The said declaration form shall ,interalia contain
Jthe details of the bank account from which the payment is made and the
relationship with the investor(s).

lll. RIGHTS OF UNITHOLDERS OF THE SCHEME

Unit holders of the Scheme have a proportionate right in the beneficial ownership of

the assets of the Scheme.

When the Mutual Fund declares a dividend under the Scheme, the dividend warrants

shall be despatched within 30 days of the declaration of the dividend. Account

Statement reflecting the new or additional subscription as well as Redemption / Switch

of Units shall be despatched to the Unit holder within 10 business days of the Specified

Transaction Date or Redemption Date. Provided if a Unit holder so desires the Mutual

Fund shall issue a Unit certificate (non- fransferable) within 30 days of the receipt of

request for the certificate.

The Mutual Fund shall dispatch Redemption proceeds within 10 Business Days of

receiving the Redemption request.

The Trustee is bound to make such disclosures to the Unit holders as are essential in

order to keep the unitholders informed about any information known to the Trustee

which may have a material adverse bearing on their investments.

The appointment of the AMC for the Mutual Fund can be terminated by majority of the

Directors of the Trustee Board or by 75% of the Unit holders of the Scheme.

75% of the Unit holders of a Scheme can pass a resolution to wind- up a Scheme.

The Trustee shall obtain the consent of the Unit holders:

- whenever required to do so by SEBI, in the interest of the Unit holders.

- whenever required to do so if a requisition is made by three- fourths of the Unit

holders of the Scheme.

- when the Trustee decides to wind up the Scheme or prematurely redeem the Units.

The Trustee shall ensure that no change in the fundamental attributes of any Scheme

or the frust or fees and expenses payable or any other change which would modify the

Scheme and affects the interest of Unit holders, shall be carried out unless:

(i) a written communication about the proposed change is sent to each Unit
holder and an advertisement is given in one English daily newspaper having
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nationwide circulation as well as in a newspaper published in the language of

the region where the Head Office of the Mutual Fund is situated; and

the Unit holders are given an option of 30 days fo exit at the prevailing Net

Asset Value without any Exit Load.

In specific circumstances, where the approval of unit holders is sought on any matter,
the same shall be obtained by way of a postal ballot or such other means as may be
approved by SEBI.

IV. INVESTMENT VALUATION NORMS FOR SECURITIES AND OTHER ASSETS

The Net Asset Value (NAV) would be determined on each valuation day and for such
other purpose as may be required for transaction purposes. The NAV of the Units of the
Scheme will be computed by dividing the net assets of the Scheme by the number of
Units outstanding on the valuation date. The NAV shall be computed based on the
following formula or such other formula as may be prescribed by SEBI from time to fime.

Net Assets = Market or Fair Value of the Scheme’s Investments + Receivables + Accrued
Income + Other Assets — Accrued Expenses — Payables — Other Liabilities

The Fund shall value its investments according to the valuation norms, as specified in
Schedule VIl of the Regulations, or such norms as may be prescribed by SEBI from fime to
time. The broad Valuation norms are detailed below:

1) Traded Securities {Equity/Equity Related/Debt Security (other than Government
security)}:

(i)

(i)

The securities shall be valued at the last quoted closing price on the stock
exchange.

When the securities are fraded on more than one recognised stock
exchange, the securities shall be valued at the last quoted closing price on
the stock exchange where the security is principally fraded.

When on a particular valuation day, a security has not been fraded on the
Principal stock exchange; the value at which it is fraded on another stock
exchange may be used.

When a security (other than debt securities) is not traded on any stock
exchange on a particular valuation day, the value at which it was tfraded on
the selected stock exchange, as the case may be, on the earliest previous
day may be used provided such datfe is not more than thirty days prior to
valuation date.

When a debft security (other than Government Securities) is not traded on any
stock exchange on any particular valuation day, the value at which it was
fraded on the principal stock exchange or any other stock exchange, as the
case may be, on the earliest previous day may be used provided such date is
not more than fifteen days prior to valuation date. When a debt security
(other than Government Securities) is purchased by way of private

30



MUTUAL FUND
Jor you, forever

placement, the value at which it was bought may be used for a period of
fiftfeen days beginning from the date of purchase.

2) Thinly Traded Securities:
(i) Thinly Traded Equity/Equity Related Securities:

“When frading in an equity/equity related security (such as convertible debentures,
equity warrants, etc.) in a month is both less than Rs. 5 lakhs and the total volume is less
than 50,000 shares, it shall be considered as a thinly traded security and valued
accordingly”.

In order to determine whether a security is thinly fraded or not, the volumes traded in all
recognised stock exchanges in India may be taken into account.

(ii) Thinly Traded Debt Securities:

A debt security (other than Government Securities) shall be considered as a thinly fraded
security if on the valuation date, there are no individual tfrades in that security in
marketable lots (currently Rs 5 crore) on the principal stock exchange or any other stock

exchange.

A thinly fraded debt security as defined above would be valued as per the norms set for
non-tfraded debt security.

3) Non Traded Securities:

When a security (other than Government Securities) is not traded on any stock exchange
for a period of thirty days prior to the valuation date, the scrip must be freated as a ‘non
tfraded’ security.

Valuation of Non-Traded / Thinly Traded Securities

Non fraded/ thinly fraded securities shall be valued "in good faith” by the AMC on the
basis of the valuation principles laid down below:

(i) Non-traded / thinly traded equity securities:
Based on the latest available Balance Sheet, net worth shall be calculated as follows:

Net Worth per share = [share capital + reserves (excluding revaluation reserves) - Misc.
expenditure and Debit Balance in P&L A/c] Divided by number of Paid up Shares.

Average capitalisation rate (P/E ratio) for the industry based upon either BSE or NSE data
(which should be followed consistently and changes, if any noted with proper
justification thereof) shall be taken and discounted by 75% i.e. only 25% of the Industry
average P/E shall be taken as capitalisation rate (P/E ratfio). Earnings per share of the
latest audited annual accounts will be considered for this purpose.
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(d) The value as per the net worth value per share and the capital earning value
calculated as above shall be averaged and further discounted by 10% for ill-liquidity so
as to arrive at the fair value per share.

In case the EPS is negative, EPS value for that year shall be taken as zero for arriving at
capitalised earning.

In case where the latest balance sheet of the company is not available within nine
months from the close of the year, unless the accounting year is changed, the shares of
such companies shall be valued at zero.

In case an individual security accounts for more than 5% of the total assets of the
scheme, an independent valuer shall be appointed for the valuation of the said security.

(i) Thinly Traded / Non-Traded debt securities

A debt security (other than Government Securities) shall be considered as a thinly fraded
security if on the valuation date, there are no individual frades in that security in
marketable lots (currentlyRs. 5 crore) on the principal stock exchange or any other stock
exchange.

Non-tfraded / Thinly Traded debt securities would be valued as per the norms set out
below:

I. Valuation of money market and debt securities with residual maturity of upto 91days:

All money market and debt securities, including floating rate securities, with residual
maturity of upto 91 days are valued at the weighted average price at which they are
tfraded on the particular valuation day.

When such securities are not traded on a particular valuation day they are valued on
amortization basis. It is further clarified that in case of floating rate securities with floor and
caps on coupon rate and residual maturity of upto 91 days then those are valued on
amortization basis taking the coupon rate as floor.

Il. Valuation of money market and debt securities with residual maturity of over 91 days:
All money market and debt securities, including floating rate securities, with residual
maturity of over 91 days are valued at weighted average price at which they are tfraded
on the particular valuation day. When such securities are not fraded on a particular
valuation day they are valued at benchmark yield/ matrix of spread over risk free
benchmark yield obtained from agencies entrusted for the said purpose by AMFI.

In case of Treasury Bills, the price taken will be the average of the prices provided by
CRISIL and ICRA., agencies enfrusted for the said purpose by AMFI.

The yields for pricing the non-tfraded debt security would be arrived at using the process
as defined below.
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Step A

A Risk Free Benchmark Yield is built using the government securities (GOI Sec) as the
base. GOI Secs are used as the benchmarks as they are traded regularly; free of credit
risk; and traded across different maturity spectrums every week.

Step B

A Matrix of spreads (based on the credit risk) are built for marking up the benchmark
yields. The matrix is built based on traded corporate paper on the wholesale debt
segment of an appropriate stock exchange and the primary market issuances. The
matrix is restricted only to investment grade corporate paper.

Step C
The yields as calculated above are Marked-up/Marked-down for ill-liquidity risk

Step D

The yields so arrived are used to price the portfolio.

As per the recommendation of AMFI, the average price provided by CRISIL and ICRA
bond valuation matrix is used to arrive at yields for pricing the portfolio.

4) Valuation of Unlisted Equity Shares:

Unlisted equity shares of a company shall be valued "in good faith” on the basis of the
valuation principles laid down below:

a. Based on the latest available audited balance sheet, net worth shall be calculated as

lower of (i) and (ii) below:

i Net worth per share = [share capital plus free reserves (excluding revaluation
reserves) minus Miscellaneous expenditure not written off or deferred revenue
expenditure, intangible assets and accumulated losses] divided by Number of
Paid up Shares.

ii. After taking into account the outstanding warrants and options, Net worth per
share shall again be calculated and shall be = [share capital plus consideration
on exercise of Option/Warrants received/receivable by the Company plus free
reserves (excluding revaluation reserves) minus Miscellaneous expenditure not
written off or deferred revenue expenditure, intangible assets and accumulated
losses] divided by {Number of Paid up Shares plus Number of Shares that would
be obtained on conversion/exercise of Outstanding Warrants and Options}

The lower of (i) and (ii) above shall be used for calculation of net worth per share and for
further calculation in (c) below.

(b) Average capitalisation rate (P/E ratio) for the industry based upon either BSE or NSE

data (which should be followed consistently and changes, if any, noted with proper
justification thereof) shall be taken and discounted by 75% i.e. only 25% of the
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Industry average P/E shall be taken as capitalisation rate (P/E ratio). Earnings per
share of the latest audited annual accounts will be considered for this purpose.

(c) The value as per the net worth value per share and the capital earning value
calculated as above shall be averaged and further discounted by 15% for illiquidity
so as to arrive at the fair value per share.

The above methodology for valuation shall be subject to the following conditions:

i. All calculations as aforesaid shall be based on audited accounts.

ii. In case where the latest balance sheet of the company is not available within
nine months from the close of the year, unless the accounting year is
changed, the shares of such companies shall be valued at zero.

iii. If the net worth of the company is negative, the share would be marked
down to zero.

iv. In case the EPS is negative, EPS value for that year shall be taken as zero for
arriving at capitalised earning.
V. In case an individual security accounts for more than 5% of the total assets of

the scheme, an independent valuer shall be appointed for the valuation of
the said security. To determine if a security accounts for more than 5% of the
total assets of the scheme, it should be valued in accordance with the
procedure as mentioned above on the date of valuation.

At the discretfion of the AMC and with the approval of the Trustee, an unlisted equity

share may be valued at a price lower than the value derived using the aforesaid

methodology.

5) Valuation of securities with Put/Call Options:

The option embedded securities would be valued as follows:

Securities with call option:

The securities with call option shall be valued at the lower of the value as obtained by
valuing the security to final maturity and valuing the security to call opftion.

In case there are multiple call options, the lowest value obtained by valuing to the
various call dates and valuing to the maturity date is fo be taken as the value of the
instrument.

Securities with Put option:

The securities with put option shall be valued at the higher of the value as obtained by
valuing the security to final maturity and valuing the security to put option.

In case there are multiple put options, the highest value obtained by valuing to the
various put dates and valuing to the maturity date is to be taken as the value of the
instfruments.

Securities with both Put and Call option on the same day:
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The securities with both Put and Call option on the same day would be deemed to
mature on the Put/Call day and would be valued accordingly.

6) llliquid Securities:

i. Aggregate value of "illiquid securities" of the Scheme, which are defined as non-traded,
thinly traded and unlisted equity shares, shall not exceed 15% of the total assets of that
Scheme and any illiquid securities held above 15% of the total assets shall be assigned
zero value.

ii. All funds shall disclose as on March 31 and September 30 the Scheme-wise total illiquid
securities in value and percentage of the net assets while making disclosures of half
yearly portfolios to the Unit Holders. In the list of investments, an asterisk mark shall also be
given against all such investments which are recognised as illiquid securifies.

ii. Mutual Funds shall not be allowed to transfer illiquid securities among their Schemes.

7) Value of “Rights” entitlement:

a) Until they are traded, the value of the “rights” entitlement would be calculated as:
Vr=n/mx (P ex - P of)

where

Vr = Value of rights

n = no. of rights Offered

m = no. of original shares held

P ex = Ex-Rights price

P of = Rights Offer price

b) Where the rights are not traded pari-passu with the existing shares, suitable
adjustments would be made to the value of rights. Where it is decided not to
subscribe for the rights but to renounce them and renunciations are being traded,
the rights would be valued at the renunciation value.

8) Valuation of Derivative Products:

i The traded derivatives shall be valued at market price in conformity with the
stipulations of sub clauses (i) to (v) of clause 1 of the Eighth Schedule to the
Securities and Exchange Board of India (Mutfual Funds) Regulatfions, 1996, as
amended from time to time.

ii. The valuation of untraded derivatives shall be done in accordance with the
valuation method for untraded investments prescribed in sub clauses (i) and (i) of
clause 2 of the Eighth Schedule to the Securities and Exchange Board of India
(Mutual Funds) Regulations, 1996 as amended from fime to time.

The valuation of the Scheme’s assets and calculation of the Scheme’s NAV shall be

subject to audit on an annual basis and such regulations as may be prescribed by SEBI
from fime to time.
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9) Valuation Norms for Foreign Securities:

On the Valuation Day, the securifies issued outside India and listed on the stock
exchanges outside India shall be valued at the closing price on the stock exchange at
which it is listed or at the last available traded price. However in case a security is listed
on more than one stock exchange, the AMC reserves the right to determine the stock
exchange, the price of which would be used for the purpose of valuation of that
security.

Further in case of extreme volatility in the international markets, the securities listed in
those markets may be valued on a fair value basis.For the purpose of valuing all
Overseas Investments including ADR's / GDR's listed in Stock Exchange of overseas
market, following valuation procedure would be followed:

If the security is listed in a time zone ahead of India than the same days price closing
price would be used for valuation. The price in foreign currency would be obtained and
based on the closing RBI reference rate, the valuation in Indian rupee would be done. If
the INR price for the security is available then the same would be used for valuation.

If the security is listed in a fime zone behind India’s, than the previous days price would
be used for valuation. The price in foreign currency would be obtained and based on
the closing RBI reference rate, Indian rupee equivalent would be obtained. If the INR
price for the security is available then the same would be used for valuation.

If the stock is listed in currency for which RBI reference rate is not available, the exchange
rates available from Bloomberg (af 5.00 P.M IST) will be used. In case the direct
exchange rates are not available on Bloomberg, then cross currency rate with USD
would be considered and converted as per the INR/USD RBI reference rate.

In case any particular security is not fraded on the Valuation Day, the same shall be
valued on a fair value basis by the Valuation Committee of the AMC.

10 Valuation of securities not covered under the current valuation policy:

In case of securities purchased by mutual funds do not fall within the current framework
of the valuation of securities then such mutual fund shall report immediately to AMFI
regarding the same. Further, af the time of investment AMCs shall ensure that the total
exposure in such securities does not exceed 5% of the total AUM of the scheme.

AMFI has been advised that the valuation agencies should ensure that the valuation of
such securities gets covered in the valuation framework within six weeks from the date of
receipt of such intimation from mutual fund.

In the interim period, fill AMFI makes provisions to cover such securities in the valuation of
securities framework, the mutual funds shall value such securities using their proprietary
model which has been approved by theirindependent trustees and the statutory
auditors

11) Guidelines for Identification and Provisioning for Non Performing Assets (Debt
Securities) For Mutual Funds:
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Valuation of NPAs (debt securities) will be done in accordance with "SEBI Guidelines for
Identification and Provisioning for NPAs" issued vide circular dated September 18, 2000
(asmodified), which will form part of valuation policy of a Scheme.

(A) Definition of a Non Performing Asset (NPA):

An ‘asset’ shall be classified as non performing, if the interest and/or principal amount
have not been received or remained outstanding for one quarter from the day such
income / installment has fallen due.

(B) Effective date for classification and provisioning of NPA's:

The definition of NPA may be applied after a quarter past due date of the interest. For
e.g. if the due date for interest is 30.06.2000, it will be classified as NPA from 01.10.2000.

(C) Treatment of income accrued on the NPA and further accruails:

o After the expiry of the 1st quarter from the date the income has fallen due, there will be
no further interest accrual on the asset i.e. if the due date for interest falls on 30.06.2000
and if the interest is not received, accrual will contfinue till 30.09.2000 after which there will
be no further accrual of income. In short, taking the above example, from the beginning
of the 2nd quarter there will be no further accrual on income.

¢ On classification of the asset as NPA from a quarter past due date of interest, all
interest accrued and recognized in the books of accounts of the Fund till the date,
should be provided for. For e.qg. if interest income falls due on 30.06.2000, accrual will
contfinue fill 30.09.2000 even if the income as on 30.06.2000 has not been received.
Further, no accrual will be done from 01.10.2000 onwards. Full provision will also be made
for interest accrued and outstanding as on 30.06.2000.

(D) Provision for NPAs — Debt Securities:

Both secured and unsecured investments once they are recognized as NPAs call for
provisioning in the same manner and where these are related to close ended scheme
the phasing would be such that to ensure full provisioning prior to the closure of the
scheme or the scheduled phasing which ever is earlier.

The value of the asset must be provided in the following manner or earlier at the
discretion of the fund. Fund will not have discretion to extend the period of provisioning.
The provisioning against the principal amount or installments should be made at the
following rates irrespective of whether the principal is due for repayment or nof.

o 10% of the book value of the asset should be provided for after 6 months past
due date of interest i.e. 3 months form the date of classification of the asset as
NPA.

o 20% of the book value of the asset should be provided for after 9 months past
due date of interest i.e. 6 months from the date of classification of the asset as
NPA.
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e Another 20% of the book value of the assets should be provided for after 12
months past due date of interest i.e. 9 months form the date of classification of
the asset as NPA.

e Another 25% of the book value of the assets should be provided for after 15
months past due date of interest i.e. 12 months from the date of classification of
the asset as NPA.

¢ The balance 25% of the book value of the asset should be provided for after 18
months past due date of the interest i.e. 15 months form the date of classification
of the assets as NPA.

Book value for the purpose of provisioning for NPAs shall be taken as a value determined
as per the prescribed valuation method.

This can be explained by an illustration:

Let us consider that interest income is due on a half yearly basis and the due date falls on
30.06.2000 and the interest is not received till 1st quarter after due date i.e. 30.09.2000.

This provisioning will be done in following phased manner:

10% provision 01.01.2001 6 months past due date of interest i.e. 3 months form the date of
classification of asset as NPA (01.10.2000)

20% provision 01.04.2001
20% provision 01.07.2001
25% provision 01.10.2001
25% provision 01.01.2002

Thus, 1 1/2; years past the due date of income or 1 1/4; year from the date of
classification of the ‘asset’ as an NPA, the ‘asset’ will be fully provided for. If any
installment is fallen due, during the period of interest default, the amount of provision
should be installment amount or above provision amount, whichever is higher.

(E) Reclassification of assets:
Upon reclassification of assetfs as ‘performing assets’:

1. In case a company has fully cleared all the arrears of interest, the interest provisions
can be written back in full.

2. The asset will be reclassified as performing on clearance of all interest arrears and if
the debt is regularly serviced over the next two quarters.

3. In case the company has fully cleared all the arrears of interest, the interest not
credited on accrual basis would be credited at the time of receipt.

4. The provision made for the principal amount can be written back in the following
manner: -

e 100% of the asset provided for in the books will be written back at the end

of the 2nd quarter where the provision of principal was made due to the
interest defaults only.
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e 50% of the asset provided for in the books will be written back at the end
of the 2nd quarter and 25% after every subsequent quarter where both
installments and interest were in default earlier.

5. An asset is reclassified, as ‘standard asset’ only when both overdue interest and
overdue installments are paid in full and there is satisfactory performance for a
subsequent period of 6 months.

(F) Receipt of past dues:
When the fund has received income/principal amount after their classifications as NPAs;

e For the next 2 quarters, income should be recognized on cash basis and thereafter on
accrual basis. The asset will be confinued to be classified as NPA for these two quarters.

e During this period of two quarters although the asset is classified as NPA no provision
needs to be made for the principal if the same is not due and outstanding

e If part payment is received towards principal, the asset continues to be classi. ed as
NPA and provisions are continued as per the norms set at (D) above. Any excess
provision will be written back.

(G) Classification of Deep Discount Bonds as NPAs:

Investments in Deep Discount Bonds can be classified as NPAs, if any two of the following
condifions are satisfied:

* If the rating of the Bond comes down to grade ‘BB’ or below.

e If the company is defaulfing in their commitments in respect of other assets, if available.
* Full Net worth erosion.

Provision should be made as per the norms set at (D) above as soon as the asset is
classified as NPA.

Full provision can be made if the rating comes down to grade ‘D’

(H) Reschedulement of an asset:

In case any company defaults either interest or principal amount and the fund has
accepted a reschedulement of the schedule of payments, then the following practice
may be adhered to:

(i) In case it is a first reschedulement and only interest is in default, the status of
the asset namely, ‘NPA' may be continued and existing provisions should not
be written back. This practice should be continued for two quarters of regular
servicing of the debft. Thereafter, this be classified as ‘performing asset’ and
the interest provided may be written back.

(ii) If the reschedulement is done due to default in interest and principal amount,
the asset should be continued as non performing for a period of 4 quarters,
even though the asset is confinued to be serviced during these 4 quarters
regularly. Thereafter, this can be classified as ‘performing asset’ and all the
interest provided fill such date should be written back.

39



MUTUAL FUND
Jor you, forever

(iii) If the reschedulement is done for a second/third time or thereafter, the
characteristic of NPA should be confinued for eight quarters of regular
servicing of the debt. The provision should be written back only after it is
reclassified as ‘performing asset’.

(1) Disclosure in the Half Yearly Portfolio Reports:

The mutual funds shall make scrip wise disclosures of NPAs on half yearly basis along with
the half yearly portfolio disclosure.

The total amount of provisions made against the NPAs shall be disclosed in addition to
the total quantum of NPAs and their proportion of the assets of the mutual fund scheme.
In the list of investments an asterisk mark shall be given against such investments which
are recognized as NPAs. Where the date of redemption of an investment has lapsed, the
amount not redeemed shall be shown as ‘Sundry Debtors’ and not investment provided
that where an investment is redeemable by installments, that will be shown as an
investment until all installments have become overdue.

12) Valuation of Gold Instruments

Valuation of Gold would be in line with SEBI/IMD/CIR No. 2/65348/06 dated April 21, 2006
and notification dated 27th December 2006.

Value of gold:

(1) The gold held by a gold exchange traded fund scheme shall be valued at the AM
fixing price of London Bullion Market Association (LBMA) in US dollars per froy ounce for
gold having a fineness of 995.0 parts per thousand, subject to the following:

(a) adjustment for conversion to metric measures as per standard conversion rates;

(b) adjustment for conversion of US dollars into Indian rupees as per the RBI reference
rate declared by the Foreign Exchange Dealers Association of India (FEDAI); and

(c) addition of —

(i) fransportation and ofther charges that may be normally incurred in bringing such gold
from London to the place where it is actually stored on behalf of the mutual fund; and

(i) notional customs duty and other applicable taxes and levies that may be normally
incurred to bring the gold from London to the place where it is actually stored on behalf
of the mutual fund:

Provided that the adjustment under clause (c) above may be made on the basis of a
notfional premium that is usually charged for delivery of gold to the place where it is
stored on behalf of the mutual fund:

Provided further that where the gold held by a gold exchange fraded fund scheme has
a greater fineness, the relevant LBMA prices of AM fixing shall be taken as the reference
price under this sub-paragraph.

(2) If the gold acquired by the gold exchange traded fund scheme is not in the form of
standard bairs, it shall be assayed and converted into standard bars which comply with
the good delivery norms of the LBMA and thereafter valued in terms of sub-paragraph
(1)."

Valuation policy as per SEBI (Mutual Funds) Regulations is in place which is updated and
reviewed by the Trustee and the AMC from fime to time.
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13) Valuation of Government Securities:
(i) Central Government Securities:

For valuation of government securities, all the mutual funds are advised to use the prices
for Government Securities released by an agency (CRISIL) suggested by AMFI for the
sake of uniformity in calculation of NAVs.

(ii) State Government Securities:

Traded State Government Loans would be valued at the last quoted closing price on
NSE WDM provided that there is at least one trade of Rs. 5 cr. or more.

Whenever state loan is thinly traded (i.e. less than 5 Cr.) / not fraded following
methodologies can be considered:

(i) Benchmark Central Government Security would be defined for every State
Government Security.

(i) Mark — up to the yield to be decided for each state government security in the
portfolio.

(i) Based on the market trade, frack record of state government etc. Mark — up fo be
reviewed af least once in 7 days

State Government Security would be valued using the yield of benchmark security and
the applicable mark-up.

14) Valuation of Securitised Debt:

(i) In case of valuation of PTC, calculate the average maturity of the security and then
calculate the modified duration using the yield. The modified duration will be used to
determine whether the PTC will be amortized or valued. If modified duration is greater
than 0.5, the security would be valued as per the CRISIL Bond Valuer or using excel
worksheet if CRISIL bond valuer does not provide the correct valuation. In case, modified
duration is less than 0.5, the security would be amortised on the basis of the yield at
which it was valued one day prior to amortisation date.

(i) In case of valuation of FRN PTCs, valued at cost and interest will be done as defined in
the term sheet.

15) Accrual of Expenses and Income

All expenses and incomes accrued up to the valuation date shall be considered for
computation of NAV. For this purpose, major expenses like management fees and other
periodic expenses would be accrued on a day to day basis. The minor expenses and
income will be accrued on a periodic basis, provided the non-daily accrual does not
affect the NAV calculations by more than 1%.

16) Valuation of Units of Mutual Funds:
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(i) In case of traded Mutual Fund schemes, the units would be valued at closing price on
the stock exchange on which they are traded like equity instruments. In case the units
are not traded for more than 7 days, last declared NAV would be considered for
valuation (NAV is declared by Mutual Fund on weekly basis in case of close-ended
schemes.)

(i) In case of non-traded Mutual Fund scheme (investment in own schemes and other
mutual fund schemes), the last declared NAV would be considered for valuation.

17) Changes in securities and in number of units

Any changes in securities and in the number of units shall be recorded in the books not
later than the first valuation date following the date of transaction. If this is not possible
given the frequency of the Net Asset Value disclosure, the recording may be delayed
upto a period of seven days following the date of the transaction, provided that as a
result of the non-recording, the Net Asset Value calculations shall not be affected by
more than 1%.

In case the Net Asset Value of a scheme differs by more than 1%, due to non-recording
of the fransactions, the investors or scheme/s as the case may be, shall be paid the
difference in amount as follows:-

(i) If the investors are allotted units at a price higher than Net Asset Value or are given a
price lower than Net Asset Value at the time of sale of their units, they shall be paid the
difference in amount by the scheme.

(i) If the investors are charged lower Net Asset Value at the time of purchase of their units
or are given higher Net Asset Value at the time of sale of their units, AMC shall pay the
difference in amount to the scheme. The AMC may recover the difference from the
investors.

The valuation guidelines as outlined above are as per prevailing Regulations and are
subject to change from time to tfime in conformity with changes made by SEBI.

NAYV of units under the Scheme shall be calculated as shown below:

NAV (Rs.) = Market or Fair Current Assefts Current Liabilities
Value of Scheme'’s + including Accrued - and Provisions
Investments Income

No. of Units outstanding under Scheme on the Valuation Day

The NAV of the Growth Option and the Dividend Opftion will be different after the
declaration of the first dividend.

V.TAX & LEGAL & GENERAL INFORMATION
A. Taxation on investing in mutual funds

The information furnished below outlines briefly the key tax implications applicable to the unit
holders of the Scheme and to the Mutual Fund and based on relevant provisions of the Income
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Tax Act, 1961, Wealth Tax Act, 1957 and Gift Tax Act, 1958 (collectively called ‘the relevant
provisions’). The information given is included only for general purpose and is based on advise
received by the AMC regarding the law and practice currently in force in India and the
Investors/Unit holders should be aware that the relevant fiscal rules or their explanation may
change. As is the case with any investment, there can be no assurance that the tax position or
the proposed tax position prevailing at the time of an investment in the Scheme will endure
indefinitely. In view of the individual nature of tax consequences, each Investor / Unit holder is
advised to consult his / her own professional tax advisor.

TAX IMPLICATIONS TO UNIT HOLDERS

1. Tax benefits of investing into schemes of Mutual Fund

Tax Benefits to the Mutual Fund: Peerless Mutual Fund is a Mutual Fund registered with the
Securities & Exchange Board of India and hence the entire income of the Mutual Fund
will be exempt from income tax in accordance with the provisions of Section 10(23D) of
the Income-tax Act, 1961, (the Act). The Mutual Fund will receive all income without any
deduction of tax at source under the provisions of Section 196(iv) of the Act.

An exemption has been granted under the Finance (No.2) Act, 2004 to open ended

equity oriented mutual funds from paying distribution tax on income distributed without
any time limit, effective from 1 April 2004.

A. TAXATION ON INVESTING IN EQUITY SCHEMES OF MUTUAL FUNDS

(i). Income-tax
Tax on Income distribution / Income distributed by the Mutual Fund / All Unit holders

Income received by unit holders in respect of the units of the Mutual Fund, is exempt
from tax under Section 10(35) of the Act.

Tax Deduction at Source
All Unit holders

In view of the exemption of income in the hands of the Unit holders, no income tax is
deductible at source, on income distribution by the Mutual Fund on or after April 1, 2003,
under the provisions of Sections 194K and 196A and 196B of the Act.

(ii) Tax on Capital Gains
Long-term Capital Gains
Section 10(38) of the Act grants exemption to any income arising from the fransfer of a
long term capital asset, being units of an equity oriented fund provided the fransaction
giving rise to the capital gains, attracts Securities Transaction Tax (STT) and is made on or

after 1st October 2004 i.e the date on which Chapter VIl of the Finance (No. 2) Act, 2004
has come into force. For this purpose “equity criented fund” means where the investible
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funds are invested by the Mutual Fund in equity shares in domestic companies to the
extent of more than sixty five percent of the total proceeds of such fund set up under a
scheme of a Mutual Fund specified under Section 10(23D) of the Act.

Short-term Capital Gains

Under Sec. 111A, where the total income of an assessee includes any income
chargeable under the head “Capital Gains”, arising from the transfer of a short-term
capital asset, being a unit of an equity oriented fund and

(a) the transaction of sale of such unit is entered into on or after 1st October 2004, i.e. the
date on which Chapter VIl of the Finance (No. 2) Act, 2004 has come into force; and

(b) such fransaction is chargeable to securities fransaction tax under that Chapter, the
tax payable by the assessee on such short-term capital gains is at the rate of fifteen per
cent.

In case of resident individuals and HUFs, where the total income as reduced by the short-
term capital gains, is below the basic exemption limit, the short-term capital gains will be
reduced to the extent of the shortfall and only the balance short-term capital gains will
be subjected to the 15 per cent tax rate.

Where the tofal income of an assessee includes any short-term capital gains on equity
oriented units the deduction under section 80C shall be allowed from the income fax on
the total income as reduced by such short term capital gains.

Foreign Institutional Investors: Long-term capital gains arising on sale/repurchase of units,
held for a period of more than twelve months, would be taxed at the rate of 10 per cent
under Section 115AD of the Act (subject to the exemption of tax on long-term capital
gains provided for in Sec. 10(38) of the Act, discussed elsewhere in this document) .

Short-term capital gains arising on sale/repurchase of units would be taxed at 30 per
cent (15% if such short term capital gain is of the nature referred in section 111A of the
Act, discussed elsewhere in this document). Such gains would be calculated without
inflation index and currency fluctuation.

Specified overseas financial organizations: As per the provisions of section 115AB of the
Act, long-term capital gains arising on sale/repurchase of units purchased in foreign
currency shall be liable to tax at the rate of 10 per cent. However, such gains shall be
computed without the benefit of cost indexation.

The following amounts would be deductible, from the full value of consideration, to arrive
at the amount of capital gains:

i.  Cost of acquisition of units and shares as adjusted by Cost Inflation Index notified by
the Central Government, where applicable, and

ii. Expenditure incurred wholly and exclusively in connection with the transfer of units
and shares.

Tax Deduction at Source on Capital Gains
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Domestic Unit holders: No income tax is deductible at source from income by way of
capital gains under the provisions of the Act.

Foreign Institutional Investors : Under Section 196D of the Act, no deduction shall be
made from any income by way of capital gains, in respect of fransfer of units referred to
in Section 115AD of the Act.

Specified overseas financial organizations: As per section 196B of the Act, income tax is
deductible on long-term capital gains arising on repurchase of units purchased in foreign
currency, at the rate of 10 per cent.

Income tax is deductible on short-term capital gains arising on sale / repurchase of units
atf the rate of 15 per cent.

Other Non-resident Unit holders :
In the case of a non-resident other than a company: No income tax is deductible at
source from income by way of long term capital gains since it is exempt u/s 10(38) of the

Act.

Income tax is deductible on short-term capital gains arising on sale / repurchase of units
at the rate of 15 per cent for both NRI and other than NRI.

In the case of a foreign company: No income tax is deductible at source from income by
way of long term capital gains since it is exempt u/s 10(38) of the Act.

Income tax is deductible on short-term capital gains arising on sale / repurchase of units
at the rate of 15 per cent.

The Fund will deduct the above tax at the time of repurchase of units. In case of sale of

units by Non-resident investors through recognized stock exchange, tax deduction will be
done by the bank of the Non-resident investor.

Equity Linked Savings Schemes

Equity Linked Savings Schemes (ELSS) are schemes formulated under the Equity Linked
Savings Scheme (ELSS), 2005, issued by the Central Government.

Accordingly, any investment made by an assessee in the ELSS of the Fund up to a sum of
Rs. 100,000/- in a financial year would qualify for deduction under Section 80C of the I.T.
Act.

An “assessee” as per ELSS 2005 means:—

(i) an individual; or

(i) a Hindu undivided family; or
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(i) an association of persons or a body of individuals consisting, in either case, only of
husband and wife governed by the system of community of property in force in the State
of Goa and Union Territories of Dadra and Nagar Haveli and Daman and Diu by whom,
or on whose behalf, investment is made.

Clubbing of income

Subject to the provisions of section 64(1A) of the Act, taxable income accruing or arising
in the case of a minor child shall be included in the income of the parent whose total
income is greater or where the marriage of the parents does not subsist, in the income of
that parent who maintains the minor child. An exemption under section 10(32) of the
Act, is granted to the parent in whose hand the income is included, uptfo Rs.1,500/- per
minor child. When the child attains majority, the tax liability will be on the child.

Securities Transaction Tax (STT)

Nature of Transaction Payable by Rate

Purchase and sale of equity | Both purchaser as well as | 0.125%
shares or units of equity | seller
oriented mutual funds on a
recognized stock exchange
on delivery basis.

Sale on stock exchange of | Seller 0.025%
equity shares or units of
equity  oriented  mutual
funds on non-delivery basis.

Sales of derivatives on | Seller 0.017%
recognized stock

exchange.

Sale of units of equity | Seller 0.25%

oriented mutual funds to
the mutual fund.

As per the Finance Act 2008, with effect from 1.4.2008 (FY 08-09), STT paid in respect of
securities transactions entered into in the course of business will now be allowable as a
business deduction, instead of being allowed as a rebate under Sec. 88E against the tax
payable, if the income from such securities transactions forms part of income computed
under the head "Profits and gains of Business or Profession’. Consequently, the provision
for disallowance of such STT under Sec. 40(a)(ib) has been deleted. Further the restriction
under Sec. 88E that the amount of STT rebate should not exceed the tax on the income
arising out of the securities fransactions, would no longer apply.

B. TAXATION ON INVESTING IN DEBT SCHEMES OF MUTUAL FUNDS

Tax on Income Distribution

Tax on Income Distribution by a Non-Equity Oriented Mutual Fund (other than a Liquid
Fund discussed elsewhere in the Memorandum)
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Income distribution, if any, made by a non-equity oriented mutual fund will aftract
distribution tax under Section 115R of the Act, calculated at the rate of 13.841%
(including applicable surcharge, education cess and secondary & higher education
cess) in case income is distributed to individuals and Hindu Undivided Families (HUFs),
and calculated at the rate of 22,145% (including applicable surcharge, education cess
and secondary & higher education cess)in case income is distributed to persons other
than individuals and HUFs.

Tax on Income Distribution by a Liquid Fund

As per the Finance Act, 2007, where the income is distributed by a money market mutual
fund or a liquid fund, such fund shall be liable to pay distribution tax at the rate of
27.681% (including applicable surcharge, education cess and secondary & higher
education cess)for all categories of investors.

As per the Act, a money market mutual fund means a money market mutual fund as
defined in the SEBI (Mutual Fund) Regulations, 1996 and a liquid fund means a scheme or
plan of a mutual fund which is classified by SEBI as a liquid fund in accordance with the
guidelines issued by it in this behalf under the SEBI Act, 1992 or regulations made
thereunder.

Tax on Income Distribution by a Short-Term Fixed Maturity Plan

Income distribution by a Short Term Fixed Maturity Plan will attract distribution tax at the
rate of 12.5 per cent in case income is distributed to individuals and Hindu Undivided
Families (HUFs), and calculated at the rate of 20 per cent in case income is distributed to
persons other than individuals and HUFs.

(i) Income-tax

Income distributed by the Mutual Fund

All Unit holders

Income received by unit holders in respect of the units of the Mutual Fund, is exempt
from tax under Section 10(35) of the Act.

47



MUTUAL FUND
Jor you, forever

Tax Deduction at Source
All Unit holders

In view of the exemption of income in the hands of the Unit holders, no income tax is
deductible at source, on income distribution by the Mutual Fund on or after April 1, 2003,
under the provisions of Sections 194K and 196A of the Act.

As per section 196B of the Act, tax is required to be deducted at the rate of 10 per cent
from income payable in respect of units purchased in foreign currency to approved
overseas financial organizations.

(ii) Tax on Capital Gains
Long-term Capital Gains

Long-term capital gains in respect of units, held for a period of more than 12 months, will
be chargeable under Sec. 112 of the Act, at the rate of 20 per cent.

However, where the tax payable on such long-term capital gains, computed before
indexation, exceeds 10% of the amount of capital gains, such excess tax shall not be
payable by the unit holder.

In case of resident individuals and HUFs, where the total income as reduced by long-term
capital gains, is below the basic exemption limit, the long-term capital gains will be
reduced to the extent of the shortfall and only the balance long-term capital gains will
be subjected to the 20 per cent tax or the 10 per cent as the case may be.

Where the total income of an assessee includes any long-term capital gains the
deduction under section 80C shall be allowed from the income tax on the total income
as reduced by such long term capital gains.

Short-term Capital Gains

Short-term capital gains in respect of units held for not more than 12 months is added to
the total income of the assessee and taxed at the applicable slab rates specified by the
Act.

Foreign Institutional Investors: Long-term capital gains arising on sale/repurchase of units,
held for a period of more than twelve months, would be taxed at the rate of 10 per cent
under Section T15AD of the Act. Such gains would be calculated without inflation index
and currency fluctuations.

Short-term capital gains arising on sale/repurchase of units would be taxed at 30 per
cent.

Specified overseas financial organizations: As per the provisions of section 115AB of the
Act, long-term capital gains arising on sale/repurchase of units purchased in foreign
currency shall be liable to tax at the rate of 10 per cent. However, such gains shall be
computed without the benefit of cost indexation.
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Short-term capital gains arising on sale/repurchase of units would be taxed at 40 per
cent in case of foreign companies.

Securities Transaction Tax

Securities Transaction Tax (STT) is not applicable in the case of non equity-oriented
mutual fund schemes.

The following amounts would be deductible, from the full value of consideration, to arrive
at the amount of capital gains:

i.  Cost of acquisition of units and shares as adjusted by Cost Inflation Index notified by
the Cenftral Government, where applicable, and

ii. Expenditure incurred wholly and exclusively in connection with the transfer of units
and shares.

Dividend Stripping

All Unit holders : As per Section 94(7) of the Act, loss arising on sale of Units, which are
bought within 3 months prior to the record date (i.e. the date fixed by the Mutual Fund
for the purposes of entitlement of the Unit holders to receive the income) and sold within
9 months after the record date, shall be ignored for the purpose of computing income
chargeable to tax to the extent of exempt income received or receivable on such Unifs.

Bonus siripping

All Unit holders : As per section 94 (8) of the Act wherein in case of units purchased within
a period of three months prior to the record date for entitlement of bonus and sold within
nine months after the record date, the loss arising on tfransfer of original units shall be
ignored for the purpose of computing the income chargeable to tax. The amount of loss
so ignored shall be deemed to be the cost of acquisition/purchase of such bonus units as
are held by it/him on the date of such sale/transfer.

Tax Deduction at Source on Capital Gains

Resident investors
No tax is required to be deducted at source from capital gains arising at the time of
repurchase/redemption of the unifts.

Non-resident investors
Equity Oriented Schemes
e Long term capital gains arising from the sale of units of the equity - oriented fund
on which STT has been paid [refer sub-para (iv) above] is exempt from tax.
Accordingly, the provisions of withholding tax at source laid down by Section 195
of the Act do not apply.
¢ Inrespect of short term capital gains arising on sale of units, tax is required to be
deducted at source atf the rate of 15 % (plus applicable surcharge &education
(cess) if the payee is a NRI/PIO.
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¢ In case of foreign companies, the rate of tax to be deducted at source on short-
term capital gains referred to in section 111A would be 15% (plus applicable
surcharge, education cess).

Schemes others than Equity Oriented Schemes

¢ Under Section 195 of the Act, the Mutual Fund is required to deduct tax at source at
the rate of 20 % (plus surcharge and education cess) on any long term capital gains
if the payee Unit holder is a NRI/PIO.

¢ In respect of short term capital gains arising on sale of units, tax is required to be
deducted at source at the rate of 30 % (plus surcharge and education cess) if the
payee is a NRI/PIO.

¢ In case of foreign companies, the rate of tax to be deducted at source on short-term
capital gains referred to in section 111A would be 15% (plus applicable surcharge,
education cess)

No fax is deductible at source from capital gains arising to an Fl on
repurchase/redemption of units in view of the provisions of Section 196D(2) of the Act.

The Fund will deduct the above tax at the time of repurchase of units. In case of sale of
units by Non-resident investors through recognized stock exchange, tax deduction will be
done by the bank of the Non-resident investor.

Tax Treaty: In accordance with the provisions of Circular no.728 dated October 30, 1995
issued by the Central Board of Direct Taxes (‘CBDT’), in case of a non resident unit holder
who is a resident of a country with which India has signed a Double Taxation Avoidance
Agreement (DTAA) which is in force, the tax should be deducted at source under section
195 of the Act af the rate provided in the Finance Act of the relevant year or the rate
provided in the said agreement, whichever is more beneficial to such non-resident unit
holder.

In order to obtain the benefit of the lower rate under the DTAA, the unit holder would be
required to provide a cerfificate from his Assessing Officer stating his eligibility for the
lower rate.

Exemptions from long-term capital gains

As per the provisions of section 54EC of the Act, long-term capital gains (other than
gains on units of equity oriented mutual funds as defined under Sec. 10(38) ) shall be
exempt from tax to the extent such capital gains are invested, within a period of six
months of such fransfer, in acquiring notified bonds. However, if the said bonds are
fransferred within a period of 3 years from the date of their acquisition, the amount of
capital gains exempted earlier would become chargeable to tax as long-term capital
gains in the year in which the bonds are transferred.

The Finance Act, 2007 has provided that any investment made on or after the 1st April,
2007 in the above bonds by any person during any financial year should not exceed
Rs. Fifty Lakh.

As per the provisions of Sec 54F of the Act in the case of an individual or a HUF, long-
term capital gains (other than on units of equity oriented mutual funds as defined
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under Sec. 10(38)) arising on transfer of a long-term capital asset (not being a
residential house) are not chargeable to tax if the entire net consideration received on
such transfer is invested within the prescribed period in a residential house. If part of
such net consideration is invested within the prescribed period in a residential house,
then proportionate exemption is available.

Other Benefits : Investments in Units of the Mutual Fund will rank as an eligible form of
investment under Section 11 (5) of the Act read with Rule 17C of the Income-tax Rules,
1962, for Religious and Charitable Trusts.

(ii). Wealth-tax: Units held under the respective Plans are not treated as assets as defined
under Section 2(ea) of the Wealth-tax Act, 1957 and thereof would not liable to wealth-
fax.

(iii). Gift-tax: The Gift-tax Act, 1958 has ceased to apply to gifts made on or after
October 1, 1998. Gifts of Units, purchased under the respective Plans, would therefore, be
exempt from gift-tax. The tax benefits to the Mutual Fund and Unit Holders is in
accordance with the prevailing tax laws.

2. Treatment of Capital loss incurred on sale of units of Mutual Fund.

i. Losses under the head "Capital Gains" cannot be setoff against income under any
other head. Further, within the head "Capital Gains", losses arising from the transfer of
long-term capital assets cannot be adjusted against gains arising from the transfer of
a short-term capital asset. However, losses arising from the fransfer of short-term
capital assets can be adjusted against gains arising from the fransfer of a long-term
capital asset or a short-term capital asset.

i. Unabsorbed long-term capital loss can be carried forward and set off against the
long-term capital gains arising in subsequent eight assessment years.

ii. Unabsorbed short-term capital loss can be carried forward and set off against the
income under the head Capital Gains in subsequent eight assessment years

Surcharge & Cess

e A surcharge of 10 percent is levied on tax payable by all resident corporate assesses
if their total income in a year exceeds one crore.

e Foreign companies are liable to pay surcharge at 2.5% if their total income in a year
exceeds Rs. one crore.

e Fll being foreign companies are liable to surcharge at 2.5% of tax payable as
aforesaid.

¢ An education cess of 3 percent is levied on tax payable (including surcharge) by all
assesses. Accordingly, the rates of tax and TDS rates mentioned above will be
increased by the applicable surcharge and education cess.

o The rates of DDT (dividend distribution tax) will also be increased by surcharge of 10%
on the tax payable (2.5% in case of foreign companies) and education cess of 3%.

Caveat:
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A draft of New Direct Tax Code has been recently released by the Government. The
same is kept open for public discussion and will be presented to the Parliament in the
Winter Session, 2009. Once finalized this Direct Tax Code will be applicable from the year
1st April 2011. The provisions given in the Direct Tax Code carries significant tax changes
on the existing provisions given in this form. Since the new code is required to be passed
in the Parliament the same has not been incorporated in this SAI.

B. Legal Information

1 Nomination Facility

VI

VII.

VIIIL.

Pursuant to Regulation 29A of the SEBI Regulations, the AMC provides an option to the
Unit holder to nominate (in the manner prescribed under the SEBI Regulations), a
person(s) in whom the Units held by him shall vest in the event of his death. Where the
Units are held by more than one person jointly, the joint Unit holders may fogether
nominate a person(s) in whom all the rights in the Units shall vest in the event of death of
all the joint Unit holders. By provision of this facility the AMC is not in any way attempting
to grant any rights other than those granted by law to the nominee(s).

. A nomination in respect of the Units does not create an interest in the property after the

death of the Unit holder. The nominee(s) shall receive the Units only as an agent and
frustee for the legal heirs or legatees as the case may be. It is hereby clarified that the
nominees(s) under the nomination facility provided herein shall not necessarily acquire
any fitle or beneficial interest in the property by virtue of this nomination.

Nomination can be made only by individuals on their own behalf, either singly or jointly.
Non-individuals including society, trust, body corporate, partnership firm, Karta of Hindu
Undivided Family, holder of Power of Attorney cannot nominate.

Only the following categories of Indian Residents can be nominated: (a) individuals (b)
minors through parent/legal guardian (c) religious and charitable trusts and (d) Cenftral
Government, State Government, a local authority or any person designated by virtue of
his office.

. The Nominee shall not be a trust other than a religious or charitable frust, society, body

corporate, partnership firm, Karta of Hindu Undivided Family or a Power of Attorney
holder.

A non-resident Indian can be a Nominee subject to the exchange controls in force from
fime fo tfime.

Minor(s) can be nominated and in that event, the name and address of the guardian of
the minor nominee shall be provided by the Unit holder. Nomination can also be in
favour of the Central Government, State Government, a local authority, any person
designated by virtue of his office or a religious or charitable frust.

Nomination can be made for maximum of 3 nominees. In case of multiple nominees, the
percentage of allocation / share in favour of each of the nominees should be indicated
against their name and such allocation / share should be in whole numbers without any
decimals making a total of 100 percent. In the event of Unit holders not indicating the
percentage of allocation / share for each of the nominees, the Mutual Fund /the AMC,
by invoking default option shall settle the claim equally amongst all the nominees.

Nomination in respect of the Units stands rescinded upon the Redemption of Units.

Cancellation of nomination can be made only by those individuals who hold Units on
their own behalf singly or jointly and who made the original nomination. On cancellation
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of the nomination the nomination shall stand rescinded and the Mutual Fund / AMC shall
not be under any obligation to transfer the Units in favour of the nominee(s).

The nomination facility extended under the Scheme is subject to existing laws. The AMC
shall, subject to production of such evidence which in their opinion is sufficient, proceed
to effect the payment/transfer to the Nominee(s). Transfer of Units / payment to the
nominee(s) of the sums shall discharge the Mutual Fund / AMC of all liability fowards the
estate of the deceased Unit holder and his/her/their successors/legal heirs.

The Fund, the AMC and the Trustee are entitled to be indemnified from the deceased

Unit Holder's estate against any liabilities whatsoever that any of them may suffer or incur
in connection with a nomination.

Investors may note that where the Units are transferred in favor of the nominee, the "Know
Your Customer” norms, where applicable will have to be fulfiled by the nominee.

2 Prevention of Money Laundering - Know Your Customer (KYC) Compliance

Prevention of Money Laundering Act, 2002 (hereinafter referred to as "Act") came into
effect from July 1, 2005 vide Notification No. GSR 436(E) dated July 1, 2005 issued by
Department of Revenue, Ministry of Finance, Government of India. Further, SEBI vide its
circular reference number ISD/CIR/RR/AML/1/06 dated January 18, 2006 including
amendments thereto mandated that all infermediaries including mutual funds should
formulate and implement a proper policy framework as per the guidelines on anti money
laundering measures and also to adopt a Know Your Customer (KYC) policy. The
intermediaries may, according to their requirements specify additional disclosures to be
made by clients for the purpose of identifying, monitoring and reporting incidents of
money laundering and suspicious transactions Undertaken by clients. SEBI also issued
another circular reference no. ISD/CIR/RR/AML/2/06 dated March 20, 2006 advising all
intermediaries to take necessary steps to ensure compliance with the requirement of
section 12 of the Act inter-alia maintenance and preservation of records and reporfing
of information relating to cash and suspicious transactions to Financial Intelligence Unit-
India (FIU-IND), New Delhi.

All investors shall complete a one-fime process of KYC, which is mandatory for first time
and subsequent purchases of value Rs. 50,000 or more. Further, investors may submit duly
filled in KYC application forms together with their photograph, PAN card copy, proof of
address/constitution documents and other requisite documents, to a centralized agency
appointed by the mutual fund industry, presently CDSL Ventures Ltd. Such form and
documents may be submitted at any ‘Point of Service' designated by CDSL Ventures Ltd.
The KYC process is required to be done only once to enable fransacting across a
maijority of mutual funds.

The investor(s) should ensure that the amount invested in the scheme is through
legitimate sources only and does not involve and is not designated for the purpose of
any contravention or evasion of the provisions of the Income Tax Act, Prevention of
Money Laundering Act, Prevention of Corruption Act and / or any other applicable law
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in force and also any laws enacted by the Government of India from time to fime or any
rules, regulations, notifications or directions issued thereunder.

Investors should note that it is mandatory for all applications for subscription of value of
Rs.50,000/- and above to quote the KYC Compliance Status of each applicant (guardian
in case of minor) in the application for subscription and attach proof of KYC Compliance
viz. KYC Acknowledgement Letter (or the erstwhile Mutual Fund Identification Number*
(MIN) Allotment Letter) / Printout of KYC Compliance Status downloaded from CVL
website (www.cvlindia.com) using the PAN Number.

*Valid only where investors who have already obtained the erstwhile Mutual Fund
Identification Number (MIN) by submitting the PAN copy as the proof of identity.

Pursuant to implementation of Know Your Customer (KYC) norms under The Prevention of
Money Laundering Act, 2002 (PMLA) through CDSL Ventures Limited (CVL), SEBI's Master
Circular No. ISD/AML/CIR-1/2010 dated February 12, 2010 and AMFI guidelines dated
August 16, 2010, the threshold limit of KYC Compliance for certain category of investors
stand revised effective October 1, 2010.

In view of the above, it shall be mandatory for the following category of investors

to be KYC Compliant, irrespective of the amount of investment:

1. All non-individual investors which includes Companies, Bodies Corporate,
Association of Persons, Banks, Financial Institutions, Funds, Trusts, Societies,
Hindu Undivided Family (HUF), Partnership Firms, Limited Liability Partnerships
(LLPs), Foreign Institutional Investors (FLLs), etc;

2. Non Resident Indians (NRIs) [including Persons of Indian Origin (PIOs)];

3. Investors investing through the Channel Distributors* route.

Channel Distributors are those distributors who or which have an appropriate
arrangement with Peerless Funds Management Company Limited (PFMCL) wherein
they will submit the mutual fund fransactions details (viz. Subscriptions /
redemptions/switches, ofther non-financial transactions etc.) of their clients
electronically to PEMCL.

For the purpose of KYC compliance, the above category of investors shall include
(i) their constituted Power of Attorney (PoA) holders, in case of investments through
a PoA; and (ii) each of the applicants, in case of application in joint names.

VI. Applicants intending to apply for units through a Power of Attorney (PoA) must ensure

VII.

that the issuer of the POA and the holder of the POA must mention their KYC Compliance
Status and attach proof of KYC Compliance at the time of investment above Rs.50,000/-. In
the event of non compliance of KYC requirements, the Trustee / AMC reserves the right to
freeze the folio of the investor(s) folio.

To ensure appropriate identification of the investor(s) under its KYC policy and with a
view to monitor transactions for the prevention of money laundering, the AMC / the
Mutual Fund reserves the right to seek information, record investor's telephonic calls and
/ or obtain and retain documentation for establishing the identity of the investor, proof of
residence, source of funds, etc.

54



MUTUAL FUND
Jor you, forever

VIll. It may re-verify identity and obtain any incomplete or additional information for this
purpose.

IX. The investor(s) and their attorney, if any, shall produce reliable, independent source
documents such as photographs, certified copies of ration card/ passport/ driving
license/PAN card, etc. and/or such documents or produce such information as may be
required from fime to time for verification of the identity, residential address and financial
information of the investor(s) by the AMC/Mutual Fund.

X. If the investor(s) or the person making payment on behalf of the investor(s), refuses / fails
fo provide the required documents/ information within the period specified in the
communication(s) sent by the AMC to the investor(s) then the AMC, after applying
appropriate due diligence measures, believes that the transaction is suspicious in nature
within the purview of the Act and SEBI circulars issued from fime to time and/or on
account of deficiencies in the documentation, shall have absolute discretion to report
suspicious transactions to FIU-IND and / or to freeze the folios of the investor(s), reject any
application(s) / allotment of units.

Xl. The KYC documentation shall also be mandatorily complied with by the holders entering
the Register of Members by virtue of operation of law e.g. transmission, etc. The Mutual
Fund, AMC, Trustee and their Directors, employees and agents shall not be liable in any
manner for any claims arising whatsoever on account of freezing the folios / rejection of
any application / allotment of units due to non-compliance with the provisions of the
Act, SEBI circular(s) and KYC policy and / or where the AMC believes that fransaction is
suspicious in nature within the purview of the Act and SEBI circular(s) and reporting the
same to FIU-IND.

Please refer to the paragraph “How to apply” for the process to complete KYC formalities.
3 Transfer and Transmission Facility

[. Units of the schemes shall be non-transferable. However, if a person becomes a holder of
the units consequent to operation of law, or upon enforcement of a pledge, the Mutual
Fund will, subject to production of satisfactory evidence, effect the transfer, if the
tfransferee is otherwise eligible to hold the units.

Il. In case units are held in a single name by a unit holder, units shall be tfransmitted in favour
of the nominee, where the unit holder has appointed a nominee, upon production of
death certificate or any other document to the satisfaction of the Mutual Fund,
AMC/Trustee or Registrar.

lIl. If the unit holder has not appointed a nominee, the units shall be fransmitted in favour of
the unit holder’'s executor / administrator of estate / legal heir(s), as the case may be, on
production of death certificate or any other document to the satisfaction of the Mutual
Fund, AMC/Trustee or Registrar.

IV. In case units are held by more than one registered unit holder, then upon death of first
unit holder, units shall be fransmitted in favour of the second named holder on
production of a death cerfificate or any other document to the satisfaction of the
Mutual Fund, AMC/Trustee or Registrar.
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The rights in the units will vest in the nominee upon the death of all joint unit holders upon
the nominee producing a death certificate or any other document to the satfisfaction of
the Mutual Fund, AMC/Trustee or Registrar.

In case of transmission of Units, the transferee will have to comply with the applicable * Know
Your Customer” Normes.

4 Duration of the Scheme and Winding Up

VI

VII.

VIl
. Where the Scheme is a Close - Ended Schemes with automatic conversion infto Open-

Each closed-ended Scheme/ Plan will have a Maturity Date / Final Redemption Date
and will be compulsorily and without any act by the unit holder(s) redeemed on Maturity
Date / Final Redemption Date. On Maturity / Final Redemption Date of the Scheme/
Plan, the units will be redeemed at the Applicable NAV.

. The Mutual Fund may convert the Scheme/ Plans under the Scheme after the Maturity

Date / Final Redemption Date info an open-end Scheme/ Plan and this shall be in
accordance with the SEBI Regulations.

The Units of close-ended Scheme/ Plan may be converted intfo open-ended scheme,
(a) If the SID of such scheme discloses the option and the period of such conversion; or
(b) The Unit holders are provided with an option to redeem their units in full.

. A close-ended scheme shall be fully redeemed at the end of the maturity period.

Provided that a close ended scheme may be allowed to be rolled over if the purpose,
period and other terms of the roll over and all other material details of the scheme
including the likely composition of assets immediately before the roll over, the net assets
and net asset value of the scheme, are disclosed to the Unit holders and a copy of the
same has been filed with SEBI.

Provided further, that such roll over will be permitted only in case of those Unit holders
who express their consent in writing and the Unit holders who do not opft for the roll over
or have not given written consent shall be allowed to redeem their holdings in full at net
asset value based price.

A closed-ended Scheme/ Plan shall be wound up on the expiry of duration fixed in the
Scheme/ Plan on the redemption of the Units unless it is rolled-over for a further period
under sub-regulation (4) of regulation 33.

An Open-ended / Interval Scheme has a perpetual life.

Ended Scheme upon Maturity, such schemes will remain close - ended for the period
mentioned in the SID and subsequently the scheme will automatically be converted into
an open-ended scheme without any further reference from the Mutual Fund/ Trustee/
AMC/ Unit holders. Thereafter, the duration of the Scheme is perpetual.

However, in terms of the Regulations, an open-ended schemes may be wound up
anytime, and close-ended scheme may be wound up at any time prior to the maturity
date, after repaying the amount due to the unit holders under the following
circumstances:

(1) On happening of any event, which in the opinion of the Trustee, requires the
Scheme concerned to be wound up, OR

(2) If 75% of the unit holders of the Scheme concerned pass a resolution that the
Scheme be wound up, OR
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(3) If SEBI so directs in the interests of unit holders.

(4) In addition to the above, an open- ended scheme may also be wound up if
the scheme/investment Plan fails to fulfill the condition of a minimum of 20
investors on an ongoing basis for each calendar quarter.

5 Procedure and Manner of Winding Up

[. The Trustee shall call a meeting of the Unit holders of the Scheme to consider and pass
necessary resolutions by simple majority of Unit holders present and voting at the meeting
for authorising the AMC or any other person / agency to take the steps for winding up of
the Scheme.

ll. Provided that a meeting shall not be necessary if the Scheme is wound up at the end of
the maturity period.

lll. The Trustee or the person authorised as above, shall dispose the assets of the Scheme
concerned in the best inferests of the Unit holders of the Scheme.

IV. The proceeds of the sale made in pursuance of the above, shall in the first instance be
utilised towards discharge of such liabilities as are properly due under the Scheme and
affer making appropriate provision for meeting the expenses connected with such
winding up, the balance shall be paid to the Unit holders in proportion to their respective
interests in the assets of the Scheme as on the date when the decision for the winding up
was taken.

V. On the completion of the winding up, the Trustee shall forward to SEBI and the Unit
holders, a report on the winding up containing particulars such as circumstances leading
fo the winding up, the steps taken for disposal of assets of the Scheme before winding
up, expenses of the Scheme for winding up, net assets available for distribution to the
Unit holders and a certificate from the Auditors of the Mutual Fund.

VI. Notwithstanding anything contained herein, the application of the provisions of SEBI
Regulations in respect of disclosures of half-yearly reports and annual reports shall
continue to be applicable until the winding up is completed or the Scheme ceases to
exist.

VII. After the receipt of report referred to the above under "Procedure and Manner of
Winding up" if SEBI is safisfied that all measures for winding up of the Scheme have been
complied with, the Scheme shall cease to exist.

VIll. The aforesaid provisions pertaining to “Procedure and Manner of Winding Up” shall apply
in respect of each individual scheme and to the extent possible shall apply mutatis
mutandis to each Investment Plan.

6. Consolidation of Folios

In case an investor has multiple folios, the AMC reserves the right to consolidate all the folios
info one folio, based on such criteria as may be determined by the AMC from fime to time. In
case of additional purchases in same scheme / fresh purchase in new scheme, if the investor
fails to provide the folio number, the AMC reserves the right to allot the units in the existing
folio, based on such integrity checks as may be determined by the AMC from time to time.

7. Miscellaneous
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Investors may note that in case of fresh/additional purchases, if the name of the Scheme on
the application form/transaction slip differs with the name on the Cheque/Demand
Draft/payment instrument/transfer letter, then the AMC will allot units under the Scheme
mentioned on the application form. In case of fresh/additional purchases, if the Scheme name
is not mentioned on the application form/transaction slip, then the units will be allotted under
the Scheme mentioned on the Cheque/Demand Draft/payment instrument/transfer letter. The
Plan/Option that will be considered in such cases if not specified by the customer will be the
default option of the Scheme as per the SID. However, in case additional purchase is under
the same scheme as fresh purchase, then the AMC reserves the right to allot units in the option
under which units were allotted at the time of fresh purchase.

8. Bank Mandate Requirement

a) For all fresh purchase transactions made by means of a cheque, where the account
on which the cheque is drawn for purchase of units differs from the bank mandate
account provided in the application, a copy of blank/cancelled cheque of bank
mandate account is required to be provided. This condition is also applicable to all
purchase fransactions made by means of a Demand Draft.

b) For Change of Bank mandate requests a copy of cheque of new bank mandate
account is required to be provided. All Change of Bank Mandate requests submitted
without copy of cheque are liable to be rejected.

c) In case the application is not accompanied by the cheque copy, the AMC reserves
the right to reject the application also the AMC will not be liable in case the
redemption/dividend proceeds are credited to wrong account in absence of above
cheque copy.

d) In case of Change of Bank Mandate requests along with redemptions requests, where
copy of cheque as mandated above is not submitted, redemption proceeds will be
issued / credited to existing bank mandate account.

9. Application with/without broker

Investors may note and follow the below-mentioned directions while applying for the units of
the schemes of the Mutual Fund:

(1) In case where the Broker code is already printed in Application form / Transaction form
/ Purchase request form by the AMC / Registrar / Distributor :

Where the Investor wishes to apply directly (i.e. not through existing broker / distributor),
then the investor should strike off the broker code (printed) and should write “Direct
Applications” or “Not Applicable (N.A.)" and countersign the same

(2) In case where the Broker code is not printed in Application form / Transaction form /
Purchase request form :

In case of direct applications, the Investor should write in the space provided for the
broker code “Direct Application” or “Not Applicable (N.A.)" .

(3) In case of change in broker, the investor will be required to strike off the old broker
code and countersign near the new broker code, before submitting the application
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form / tfransaction form / purchase form to the designated ISC's/ OPA (Official points of
Acceptance).

The Registrar and the AMC shall effect the application for changes in the broker code
within the reasonable period of time from the time of receipt of written request from
the investor at the designated ISC's / OPA. Decision of the Registrar/AMC in this regard
shall be final and acceptable to all.

All Unitholders who have invested/may invest through channel distributors and intend
to make their future investments through the direct route, are advised to complete the
procedural formalities prescribed by AMC from time fo time.

10. Transaction Charges

Pursuant to SEBI circular vide no. Cir / IMD/ DF / 13 / 2011 dated 22 August 2011, a
fransaction charge per subscription of Rs.10,000/- and above will be charged from the
investors and paid to distributors / agents (who have opted to receive the transaction
charges) w.e.f. 1 November 2011, as follows:

1.

2.

7.

Rs. 100/- per subscription of Rs.10,000/- and above for existing investors in Mutual
Funds.

Rs.150/- per subscription of Rs.10,000/- and above for a first time investor in Mutual
Funds.

The fransaction charge, if any, shall be deducted by the AMC from the
subscription amount and paid fo the distributor and the balance shall be
invested.

There shall be no transaction charge on subscription below Rs.10,000/-.
Transaction charges shall be applicable on purchases/ subscriptions relating to
new inflows.

In case of SIPs, the transaction charge shall be applicable only if the total
commitment through SIPs amounts to Rs.10,000/- and above and shall be
recovered in a maximum of 4 instalments.

There shall be no transaction charges on direct investments.

11 CONSOLIDATED ACCOUNT STATEMENT (CAS):

Pursuant to Regulation 36 of SEBI (Mutual Funds) Regulations, 1996 and amendments
thereto, read with SEBI circular No. Cir/ IMD/ DF/16/ 2011 dated September 8, 2011, the
investor whose transaction** has been accepted by the AMC/Mutual Fund on or after
October 1, 2011 shall receive the following:

(i) On acceptance of the application for subscription, an allotment confirmation
specifying the number of units allotted by way of email and/or SMS within 5 Business
Days from the date of receipt of fransaction request will be sent to the Unit holders
registered e-mail address and/or mobile number.

(i) Thereafter, a consolidated account statement (CAS)A for each calendar month to
the Unit holder(s) in whose folio(s) transaction**(s) has/have taken place during the
month on or before 10t of the succeeding month shall be sent by mail/e-mail.
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AConsolidated Account Statement (CAS) shall contain details relating to all the
transactions** carried out by the investor across all schemes of all mutual funds during
the month and holding at the end of the month including transaction charges paid to
the distributor.

**The word ‘transaction’ shall include purchase, redemption, switch, dividend payout,
dividend reinvestment, systematic investment plan, systematic withdrawal plan,
systematic transfer plan and bonus transactions.

(i) For the purpose of sending CAS, common investors across mutual funds shall be
identified by their Permanent Account Number (PAN).

(iv) In case of a specific request received from the Unit holders, the AMC/Fund will
provide the account statement to the investors within 5 Business Days from the
receipt of such request.

(v) In the event the account has more than one registered holder, the first named Unit
holder shall receive the CAS/account statement.

(vi) The CAS shall not be received by the Unit holders for the folio(s) not updated with
PAN details. The Unit holders are therefore requested to ensure that the folio(s) are
updated with their PAN.

Further, the CAS detailing holding across all schemes of all mutual funds at the end of
every six months (i.e. September/ March), shall be sent by mail/e-mail on or before 10th
day of succeeding month, to all such Unit holders in whose folios no fransaction has
taken place during that period. The half yearly consolidated account statement will be
sent by e-mail to the Unit holders whose e-mail address is available, unless a specific
request is made to receive in physical.

The statement of holding of the beneficiary account holder for units held in demat will be
sent by the respective DPs periodically.

12 OPTION TO HOLD UNITS IN DEMATERIALIZED (DEMAT) FORM

Pursuant to SEBI Circular no. CIR/IMD/DF/9/2011 dated May 19, 2011, effective October 1,
2011, Peerless Mutual Fund will provide an option to the investors of the Fund to mention
demat account details in the subscription form, in case they desire to hold units in the
dematerialised mode. The option to subscribe to the units in the dematerialised mode is
available for all the schemes of the Fund, except for subscription through Systematic
Investment Plan (SIP) and for plans / options, where dividend distribution frequency is less
than one month.

13 MAILING OF ANNUAL REPORT OR ABRIDGED SUMMARY:

Pursuant to Regulation 56 of SEBI (Mutual Funds) Regulations, 1996 and amendments
thereto, read with SEBI circular No. Cir/ IMD/ DF/16/ 2011 dated September 8, 2011, the
scheme wise annual report or an abridged summary thereof hereinafter shall be sent by
AMC/Mutual Fund as under:
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(i) by e-mail to the Unit holders whose e-mail address is available with the Fund,
(i) in physical form to the Unit holders whose email address is not available with the Fund
and/or to those Unit holders who have opted / requested for the same.

The physical copy of the scheme wise annual report or abridged summary shall be made
available to the investors at the registered office of the AMC. A link of the scheme
annual report or abridged summary shall be displayed prominently on the website of the
Fund.

C. General Information

1. Inter-Scheme Transfer of Investments
Transfers of investments from one scheme to another scheme in the Mutual Fund
shall be allowed only if

(a) Such transfers are done at the prevailing market price for quoted instruments on
spot basis. (spot basis shall have same meaning as specified by stock exchange for spot
fransactions.)

(b) Transfers of unquoted securities will be as per the policy laid down by the Trustee from
fime to time

(c) The securities so fransferred shall be in conformity with the investment objective of the

scheme to which such transfer has been made.
2. Associate Transactions

The Mutual Fund is registered on September 04, 2009 with SEBI and has not had any
tfransactions with the Sponsor or any of the Sponsor's associates from the date of registration
until the date of this SAI.

The AMC may however, for the purposes of providing certain services utilize the services of the
Sponsor, group companies and any other subsidiary or associate company of the Sponsor
established or to be established at a later date, who is in a position to provide the requisite
services to the AMC.

The scheme will invest in group companies of the sponsor or the sponsor in accordance with
the provisions of the Regulations.

The AMC, on behalf of the Fund, shall conduct its business with the aforesaid companies
(Including their employees or relatives) on commercial tferms and on arms-length basis and at
mutually agreed terms and conditions to the extent permitted under the Regulations.

Details of brokerage / commission paid to associates / related parties / group companies
of Sponsor for the past 3 financial years is given below:

Brokerage paid to associates / related parties / group companies of Sponsor / AMC:

Name of Nature of Period Value of Brokerage (in
associates / association / covered transaction (in Rs.cr. & % of
related parties / nature of Rs.cr. & % of total brokerage
group companies | relation total value of paid by the

of Sponsor / AMC fransaction of fund)
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fund)
Rs.Cr. | % Rs.Cr. [%
Peerless Securities | Subsidiary of Apr'10 - 0.52 0.01% | 0.00 0.91%
Limited Sponsor Mar'11
None Apr'09 -
Mar’10

Commission paid to associates / related parties / group companies of Sponsor / AMC for

FY 2009-10

Name of Nature of Period Business given | Commission

associates / association / covered (in Rs.cr. & % of | paid (in Rs.cr. &

related parties / nature of total business % of total

group companies | relation received by commission paid

of Sponsor / AMC the fund) by the fund)
Rs.Cr. [ % Rs.Cr. | %

Peerless Securities | Subsidiary of Apr'09 - 112.59 [ 15.73 | 0.00 2.37

Limited Sponsor Mar'10

The Peerless Sponsor Apr'09 - 2.76 0.39 0.00 1.21

General Finance Mar’'10

& Investment Co.

Limited

Peerless Subsidiary of Apr'09 - 6.40 0.89 0.00 3.93

Developers Sponsor Mar'10

Limited

Commission paid to associates / related parties / group companies of Sponsor / AMC for

FY 2010-11

Name of Nature of Period Business given | Commission

associates / association / covered (in Rs.cr. & % of | paid (in Rs.cr. &

related parties / nature of total business % of total

group companies | relation received by commission paid

of Sponsor / AMC the fund) by the fund)
Rs.Cr. | % Rs.Cr. | %

Peerless Securities | Subsidiary of Apr'10 - 46.36 0.05 0.01 0.46

Limited Sponsor Mar'l1l

The Peerless Sponsor Apr'10 - 73.48 0.09 0.45 25.78

General Finance Mar'11

& Investment Co.

Limited

Peerless Subsidiary of Apr'10 - 9.75 0.01 0.00 0.04

Developers Sponsor Mar'11

Limited

None of the Schemes of Peerless Mutual Fund has invested in group companies.

3. Stock Lending by the Mutual Fund
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Subject to the SEBI Regulations as applicable from time fo fime, the Mutual Fund
may, engage in Stock Lending. Stock Lending means the lending of stock to another person
or entity for a fixed period of time, at a negofiated compensation. The securities lent will be
returned by the borrower on the expiry of the stipulated period.

For details, investors are requested to refer to the Scheme Information Document of the
respective schemes.

4. Borrowing by the Mutual Fund

The Mutual Fund is allowed to borrow to meet the temporary liquidity needs of the
schemes for the purpose of repurchase, redemption of units or payment of inferest or
dividend to the unit holders, provided that the Mutual Fund shall not borrow more than
20% of the net assets of each scheme and the duration of such borrowing shall not
exceed a period of six months.

5. Unclaimed Redemption and Dividend Amount

As per Circular No. MFD/CIR/9/120/2000, dated November 24, 2000, issued by SEBI,
unclaimed redemption and dividend amounts shall be deployed by the Mutual Fund in
money market instruments and such other instruments/securities as maybe permitted from
fime to fime. The investment management fee charged by the AMC for managing such
unclaimed amounts shall not exceed 50 basis points. Investors who claim these amounts
during a period of three years from the due date shall be paid at the prevailing NAV. After a
period of three years, this amount can be transferred to a pool account and the investors
can claim the said amounts at the NAV prevailing at the end of the third year. The AMC shall
make a continuous effort to remind investors through letters to take their unclaimed
amounts.

6. Suspension of the Purchase and Redemption of Units

Subject to the approval of the Boards of the AMC and of the Trustee, and subject also to
necessary communication of the same to SEBI, the determination of the NAV of the Units
of a Scheme, and consequently of the Purchase, Redemption and switching of Units,
may be temporarily suspended in any of the conditions described below.

a) When one or more stock exchanges or markets which provide the basis of valuation
for a substantial portion of the assets of the Scheme is closed otherwise than for
ordinary holidays.

b) When, as a result of political, economic or monetary events or any other
circumstances outside the control of the Trustee and the AMC, the disposal of the
assets of the Scheme is not considered to be reasonably practicable or might
otherwise be detrimental to the interests of the Unit Holders.

c) In the event of breakdown in the means of communication used for the valuation of
investments of the Scheme, so that the value of the securities of the Scheme cannot
be accurately or reliably arrived at.

d) If, in the opinion of the AMC, extreme volatility of markets causes or might cause,
prejudice to the interests of the Unit Holders of the Scheme.
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e) In case of natural calamities, war, strikes, riots, and bandhs.

f) In case of any other event of force majeure or disaster that in the opinion of the AMC
affects the normal functioning of the AMC or the Registrar.

g) During the period of Book Closure.

h) If so directed by SEBI.

In any of the above eventudlities, the time limits for processing requests for subscription
and Redemption of Units will not be applicable. Suspension or restriction of Redemption
facility shall be made applicable only after the approval of the Board of Directors of the
AMC and the Trustee. The approval from the AMC Board and the Trustee giving details of
circumstances and justification for the proposed action shall also be informed to SEBI in
advance.

7. Documents Available for Inspection

The following documents will be available for inspection at the office of the Mutual
Fund at 3rd Floor, Peerless Mansion, 1, Chowringhee Square, Kolkata - 700 069 during
business hours on any day (excluding Saturdays, Sundays and public holidays)

Memorandum and Articles of Association of the AMC

Investment Management Agreement

Deed of Trust and amendments thereto, if any

Mutual Fund Registration Certificate

Agreement between the Mutual Fund and the Custodian

Agreement with Registrar and Transfer Agents

Consent of Auditors to act in the said capacity

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996 and
amendments from fime to time thereto.

e Indian Trusts Act, 1882.

8. Underwriting by the Mutual Fund

Subject to SEBI Regulatfions, the Scheme may enter into underwriting agreements
after the Mutual Fund obtains a certfificate of registration in terms of the Securities and
Exchange Board of India (Underwriters) Rules and Securities and Exchange Board of
India (Underwriters) Regulations, 1993 authorising it fo carry on activities as underwriters.
The capital adequacy norms for the purpose of underwriting shall be the net assets of the
respective Scheme/ Plans and the underwriting obligation of the respective Scheme/ Plans
shall not at any time exceed the total net asset value of the respective Scheme/ Plans.

9. Investor Grievances Redressal Mechanism

Investors can lodge any service request or complaints or enquire about NAVs, Unit
Holdings, Valuation, Dividends, etc by calling the investor line of the AMC at 022 61779922
—toll free no 18002009995 or email — connect@peerlessmf.co.in. The service representatives
may require personal information of the investor for verification of his / her identity in order
to protect confidentiality of information. The AMC will at all times endeavour to handle
fransactions efficiently and to resolve any investor grievances promptly.
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Any complaints should be addressed to Mr. Sachin Shetty, who has been appointed as the
Investor Relations Officer and can be contacted af:

Address:

Ground 03, Churchgate Chambers, Premises Co-operative Housing Society Ltd,

Plot - 05, Sir. Vithaldas Thackersay Marg, Next to American Centre, Mumbai - 400 020
Phone: 022 61779924 toll free no 18002009995.

Notwithstanding anything contained in this Statement of Additional Information, the provisions
of the SEBI (Mutual Funds) Regulations, 1996 and the guidelines thereunder shall be applicable.

for and on behalf of the Board of Directors of
Peerless Funds Management Company Limited

Akshay Gupta

Chief Executive Officer & Managing Director
Place: Kolkata

Dated: 21 December 2011
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