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UNIT TRUST OF INDIA
NOTIFICATION
Mumbai, the 22nd April, 2004

Reference . UT/391/DOFA/UTI-Gazette/2003-2004.—The Balance Sheets and
Revenue Accounts together with Auditors’ Report for various schemes of the erstwhile Unit
Trust of India for the period 1st July, 2002 to 31st January, 2003 are published-in terms of Section

28 of Unit Trust of India Act, 1963 (repealed)
AUDITORS’ REPORT

To The Administrator,
Specified Undertaking of UNIT TRUST OF INDIA
Mumbai

"We have audited the attached Balance Sheets of 88 schemes (enumerated in
Annexure ‘A’) of the erstwhile UNIT TRUST OF INDIA as at 31 January 2003 and
also the related Revenue Accounts for the period from 1°t July, 2002 to 31st January,
2003. annexed thereto. These financial statements are the responsibility of the
management. Our responsibility is to express an opinion on these financial statements
based cn our audit.

We conducted our audit in accordance with auditing standards generally accepted in
incia. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
- misstatement. An audit includes éxamining, on a test basis, evidence supporting the
amounts and disclosuresin the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by the management, as
wel as evaluating the overall financial statement presentation. We belleve that our
audit provides a reasonable basis for our opinion. :

Wes rzport as follows:

1. The Unit Trust of India Act, 1963 has been repealed by the Government of India
~viz.."The Unit Trust of India (Transfer of Undertaking and Repeal) Act, 2002". The
Accounts of UTI, therefore, have been drawn up for the period from 1st July 2002
4o 31st January 2003. As a result, the previous years’ figures are not comparable
with those of the current period. (Refer Note 1 in Schedule “L").

2. Reconciliation of Investment as per Trust records with the custodian certificate has
vevezled differences, some of which are very old, which need rectification and
adjustments. The Trust has made efforts to reconcile such differences.

3. The redemption liability aggregating Rs. 292.66 crores‘ln respect of shortfall in
IISFUS. 97 (lI) scheme, which matured on 31-01-2003, has not been provided for
on the date of the Balance Sheet. The shortfall arose due to the net asset value
being lower than the guaranteed redemption price, which was required to be met
by the DRF, was also not charged to it. (Refer Note 3 (iii) in Schedule “L").
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4.

The application- money recelved from Unit holders for capitalisation, is under
recongciliation (Refer Note 4 in Schedule “M.

The reconciliation of bank accounts reveals several old ent-ies outstanding for
which follow-up action is in progress. (Refer Note 9 in Schedul;e: “L").

“The trust is complying voluntarily with various Regulatlons of the Securities and
- Exchange Board: of India within the overall provisions of UT' Act, 1963 and UTI

General Regulations, 1964 except in some aspects of investmiants. (Refer Note11

-in Schedule ‘L.

Balances shown under advances, Debtors, creditors, -sundries, suspense,
deposits, in so far as these have since not been realised, discharged or adjusted
are subject to confirmation/ reconciliation and consequcntaat adjustments, if any
(Refer Note 12 in Schedule ‘L’).

Investments in debéntures-&'bonds including term loans include a largé number of
cases sanctioned during the past many years, where complete security in favour of

‘the trust-had not been created, .although the stipulated period had elapsed since

long. The-amount of such cases cannot be quantified in its entlrety The Trust is in
the process-of completing security creation exercise.

We are unable.to.express our opinion on the quantum and financial impact thergof on
the accounts of the trust in respect of the items referred to in paragraphs 2, 4, 5, 7.
and 8 above.

9

Subject tc:our‘ observations referred to in paragraphs 1 {o 8 above, we.fur®* -
reportthat:-

© best of cur

1§§u

(a) ‘We have obtained all the information and explanations i
- knowledge-and bellef were necessary for the purposes cf e

(b) The'Balance Sheets .and related Revenue Accounts are in Agreement Ain
the books of accounts; :

(¢} In our opinion and to the best of our knowledge and according to the
information .and: explanations -given to us and read with the notes -as per
-Schedule 'L’ and the statement of Slgnlflcant Accounting policies:-

1 308 G425
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(i) the said Balance Sheets are full and fair containing all the necessary
particulars and are properly drawn up in accordance with the Unit Trust
of India Act, 1963 and the regulations framed thereunder,

(i) the said Balance Sheets exhibit a true and fair view of the state of affairs
of the various Schemes/plans/funds of the Trust as on 31% January
2003; R

(iii) The said Revenue Accounts of the US-64, OMNI, BGVMIP 93, IISFUS
96, IISFUS 97, lISFUS 97 (Il), MIP 97, MIP 97 (i), MIP 97 (ill), MIP 97
(IV), MIP 97 (V), Master Plus, CGUS 92, Grand Master, MNC Fund, US-
92, PEF 95, MEP 93, MEP 94, MEP 95, MEP 96 MEP 97, GSF-Brand

~ Value, GSF-Pharma and GSF-Software schemes show a trué and fair

~ view of the excess of Expanditure over income for the period ended on
that date; and the said Revenue Accounts of the other schemes/ plans/
funds show a true and fair view of the Excess of Income over
Expenditure for the period ended on that date.

For HARIBHAKTI & CO.

CHARTERED ACCOUNTANTS

, SHAILESH HARIBHAKTI
Partner ' , Par_tner '

Date : 8" January, 2004
“Place: Mumbai
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Annexure ‘A’

“Unit Scheme 1964 (US1964)

Unit Scheme 1971 (ULIP 1971)

Unit Scheme for Charitable and Religious Trusts and Registered Societies 1981 (CRTS 1981)
Children’s Gift Growth Fund Unit Scheme 1986 (CGGF 1986) .

Children’s Gift Growth Fund Unit Scheme 1999 (CGGF 1999)

Unit Scheine 1995 (US1995)

Primary Equity Fund (PEF 1995)

Retirement Benefit Unit Plan (RBUP1994)

Omni Unit Scheme 1991 (OMNI 1991)

. UTI Bond Fund 1998 (UBF)

. Money Market Mutual Fund 1997 (MMF 1997)

. Deferred Income Unit Plan (DIUP 1995)

. Deferred Income Unit Plan (DIP 1991)

. Monthly Income Unit Plan 1994 III (MIP-94 III)
. Monthly Income Unit Plan 1995 (MIP-95)

. Monthly Income Unit Plan 1995 II (MIP-95 II)

. Monthly Income Unit Plan 1995 III (MIP-95 III)
. Monthly Income Unit Plan 1996 (MIP-96)

. Monthly Income Unit Plan 1996 IT (MIP-96 II)

. Monthly Income Unit Plan 1996 III (MIP-96 III)
. Monthly Income Unit Plan 1996 IV (MIP-96 1V)
. Monthly Income Unit Plan 1997 (MIP-97)

. Monthly Income Unit Plan 1997 Il (MIP-97 II)

. Monthly Income Unit Plan 1997 III (MIP-97 III)
. Monthly Income Unit Plan 1997 IV (MIP-97 IV)
. Monthly Income Unit Plan 1997 V (MIP-97 V)

. Monthly Income Unit Plar 1998 (MIP-98)

. Monthly Income Unit Plan 1998 II (MIP-98 II)

. Monthly Income Unit Plan 1998 III (MIP-98 III)
. Monthly Income Unit Plan 1998 IV (MIP-98 IV)
. Monthly Income Unit Plan 1998 V (MIP-98 V)

. Monthly Income Unit Plan 1999 (MIP-99)

. UTI Non Resident Indian Fund (UTI NRI Fund)
. Master Equity Plan 1991 (MEP 1991)

. Master Equity Plan 1992 (MEP 1992)

. Master Equity Plan 1993 (MEP 1993)

. Master Equity Plan 1994 (MEP 1994)

. Master Equity Plan 1995 (MEP 1995)

. Master Equity Plan 1996 (MEP 1996)

. Master Equity Plan 1997 (MEP 1997)

. Master Equity Plan 1998 (MEP. 1998)

. Master Equity Plan 1999 (MEP 1999)

. Mutual Fund Unit Scheme 1986 (Mastershare 1986)
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44,
- 45,
46.
47.
48.
49,
50.
51.
52.
53.
54,
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.
72.
73,
74.
75.
76.
77.
78.
79.
80.
- 81,
- 82.

83.
84,
85.
86.
87.
88.

Master Plus Unit Scheme 1991 (Mastershare Plus 1991)
Mastergrowth Unit Scheme 1993 (Mastergrowth 1993)

Grandmaster Unit Scheme 1993 (Grandmaster 1993)

Capital Growth Unit Scheme 1992 (CGUS Mastergain 1992)

Equity Oportunity Fund 1996 (EOF 1996)

Housing Unit Scheme 1992 (HUS 1992)

Rajlakshmi Unit Scheme 1992 (RUS 1992)

Unit Scheme 1992 (US 1992)

Unit Growth Scheme 2000 ( UGS 2000)

Unit Growth Scheme 5000 ( UGS 5000)

Unit Growth Scheme 10000 (UGS 10000)

Master Value Unit Plan ( MVUP 1998)

Master Index Fund 1998 (MIF 1998)

Growing Corpus Growing Income Unit Plan 1994 (GCGIP 1994)
Index Select Equity Fund 1997 (ISEF 1997)

Institutional Investors Spemal Fund Unit Scheme 1995 ( IISFUS’ 95)
Institutional Investors Special Fund Unit Scheme 1996 ( IISFUS™ 96)
Institutional Investors Special Fund Unit Scheme 1997 ( IISFUS’ 97) .
Institutional Investors Special Fund Uit Scheme 1997 II ( IISFUS’ 97 I)
Institutional Investors Special Fund U: ¢ Scheme 1998 ( IISFUS’ 98)
Institutional Investors Special Fund Un: Scheme 1998 (II) ( IISFUS’ 98 (II)}
Small Investors Fund (SIF)

Bhopal Gas Victims Monthly Income Plan 1993 (BGVMIP 1993)
Growth Sector Fund — (Brand Value)

Growth Sector Fund — (Pharma)

Growth Sector Fund — (Sofiware)

Growth Sector Fund — (Petro)

Growth Sector Fund — (Service)

UTI Gsec Fund (Gsec)

Monthly Income Unit Plan 1999 II (MIP-99 1)

Monthly Income Unit Plan 2000 (MIP-2G00)

Monthly Income Unit Plan 2000 II (Mi1P-2000 II)

Equity Tax Savings Plan (ETSP)

Nifty Index Fund (NIF)

Monthly Income Unit Plan 2000 ITII (MIP-2000 III)

Monthly Income Unit Plan 2001 ( MIP 2001)

Mahila Unit Scheme (MUS)

UTI Regular Income Scheme (RIS)

UTI Variable Investment Scheme (VIS)

UTI Unit Scheme 2002 (US 2002)

Senior Citizen Unit Plan 1994 (SCUP 1994)

Children Career Plan (CCP) \

Rajlakshmi Unit Plan 1994 II (RUP 94 II)

Grihalaxmi Unit Plan 1994 (GUP 94)

Rajlakshmi Unit Plan 1999 II (RUP 99 (1))
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 Unit Trust of India
(Established under the Unit Trust of India Act, 1963)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES FORMING PART OF THE

ACCOUNTS FOR THE PERIOD ENDED 315" JANUARY, 2003

1. INCOME RECOGNITION:

vi.

Dividend income is recognised on following basis:

(a) For listed equity shares on the ex-dividend date.

(b) For unlisted equity shares on the date of declaration of dividend
(c) For preference shares on receipt basis.

Interest on investments and commitment charges are recognised as income -on
accrual basis. Once an asset is classified as non-performing asset (NPA), there is no
further accrual of income on such asset.

Profit or loss on sale of investments is recognised on the trade dates on the basis of
waighted average cost. Profit or loss and premium receivable on redemptlon of
debentures/bonds are recognised on the due date.

Underwritirig commission is recognised as revenue on receipt basis when there is no
devolvement. In case of devolvement, the full underwntlng commission is reduced
from the carrying cost of such investments. :

Front-end fee on investments in shares and debentures is reduced from the carrying
cost of such investments. :

The difference between carrying cost and the maturity value in respect of zero
coupon bonds, deep discount bonds and other long term discounted instruments is
treated as income over the remaining life of the instrument on YTM basis.

2. EQUALISATION:

In respect of US 64, where units are repurchased at a premium over the face value
under the special package announced by Government of India. the premium is
charged to Unit Premium Reserve. Wherever US 64 units are sold/repurchased
under the net asset value (NAV) related prices, the premium/discount is
charged/credited to unit premium reserve.

In respect of ULIP, CRTS 81,US 95, PEF 95, CCP, RBUP 94, CGUS 92, Masterplus,
MASTERGROWTH 93, UGS 10000, BOND FUND, ISEF, GMUS 93, UTI Brand
Value, Pharma, Software, Petro, Service Sector, UTI-GSEC and MUS where units
are sold/repurchased at NAV related prices, the amount of premium/discount on face
value in the respective schemes is apportloned as under :

a. Amount equivalent to distributable income/deficit is credited/ charged to revenue.
b. The portion representing management expenses recovered on sale of units is

credited to Revenue in respect of ULIP, CRTS, UGS 10000, CCP, RBUP, PEF,
ISEF& VIS SCHEMES.
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The balance, if any, is credited/charged to Unit Premlum Reserve / Generai'
Reserve / Revenue Appropriation A/c.

In case of MMF where the units are sold/repurchased at NAV related prices; the
amount of premium/discount on the face. value is credited/charged to unit premium
reserve.

3. EXPENSES:

Expenses are accounted for on accrual basis.

Unit Scheme 1964, which owns the fixed assets, recovers service charges, on a basis
approved by the Board, from General Fund for the usage of the said assets.

4. DEFERBED REVENUE EXPENDITURE:

In accordance with the provisions of Section 25 (3) of the Unit Trust of India Act, 1963, chargmg Qf
certain expenses to revenue is deferred as under:

In the case of CGGF 86, commission payable to agents is written off over a period of 10
years. _

Initial issue expenses incurred and commission payable to agents are written off over
the period as per the scheme provisions.

Common expenses allocated to close-ended equity oriented schemes in the year of
launch are written off over the tenure of the' respectlve schemes.

When units are repurchased/bought—back, the deferred- revenue expenditure to be
charged in that year, as also for the unexpired period, is suitably adjusted.

5. INVESTMENTS:

Investments are stated at cost or written down cost.

In case of secondary market transactions, investments are recognised‘on trade dates.
Subscription to pfimary market issues is aecounted as investments, on allotment.
Bonus/right eﬁtitlements are recognised on ex-bonus/exr-right‘dates.

Investments, viz., debenture/bonds, loans and deposits are treated and disclosed as
current assets from the redemption/due date.
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vi.

The carrying cost of investments includes brokerage, service tax and stamp fees.

6. VALUATION OF INVESTMENTS:

Traded Securities- When a security is traded on any stock exchangé for a period of 30 days prior
to the valuation date, the scrip must be treated as a traded securities.

Non-Traded Securities- When a security is not traded on any stock exchange for a period of 30
days prior to the valuation date, the scrip must be treated as a non-traded securities.

A

Traded Securities:

~

Traded securities (other than government securities and debentures and bonds),
including those under lock-in period, are valued at the closing prices on Bombay stock
exchange (National Stock exchange in case of NIFTY Scheme) and in its absence at
the closing price in the stock exchange where they are principally traded on the
valuation date. In the absence of a quote on the valuation date the security is valued, at
the latest available quote within a period of thirty days prior to the valuation date.

Debentures and bonds are valued at the closing market rate as on the date of valuation
and, in its absence, at the latest quote available within a period of fifteen days prior to

the date of valuation. Interest element is adjusted on the market rate being cum-interest.

B. Non [Thinly traded and unlisted Securities:

1. Non /Thinly traded equity or equity related securities:

a. Non-traded/thinly traded equities where latest/previous financial year's balance sheet is

available within six months from the close of the latest year of the company is valued at
a price based on the average of net worth per share and capitalised earning per share
(Industry PE discounted by 75%). The price, so arrived is further discounted by 10% to
reflect the illiquidity. Further, if the value so arrived at is higher than the last traded rate
within 18 months from the valuation . date, then, the last traded rate, dlscounted by
10% for illiquidity, is applied for valuation.

. Unlisted equities where latest/previous financial year's balance sheet is available within

six months from the close of the latest year of the company is valued at a price based
on the average of net worth per share and capitalised earning per share (Industry PE
discounted by 75%). The net worth is taken as the lower of
(1) Net worth calculated after excluding intangible assets.’
(i) Net worth calculated after excluding intangible assets and takmg into
account the outstanding warrants and options.

The price so arrived at is further discounted by 15% to reflect the illiquidity.




200 _ THE GAZETTE OF INDIA : EXTRAORDINARY - -[PART.HI—SEC. 4]

c. Non-traded / thinly traded / unlisted equity'shares where latest and previous financial
year's balance sheet are not available within six months from the close of the latest year
of the company is valued at zero.

2. Thinly /non-traded debentures, bonds, term loans and transferable notes:

a. Thinly traded/non-traded debentures, bonds, term’loans and transferable notes of
investment grade are valued at yield to maturity based on the matrix provided by
CRISIL. The yield to maturity is marked up or marked down for illiquidity risk._

b. Thinly traded/non-traded debentures, bonds, term loans and transferable notes of non-
investment grade / unrated paper but performing assets are valued at a discount of 25
percent to face value while deep discount bonds are valued at a discount of 25 percent
to Cost.

c. Debt securities with residual maturity of upto 182 days are valued at cost plus accrued
interest till the beginning of the day plus the difference between the redemption value
(inclusive of interest) and the cost spread uniformly over the remaining maturity period
x of the instrument.

d. Debt securities where the residual maturity is greatef than 182 days, the valuation from
~ the 182nd day prior to maturity is done as per ‘c’ above, except that from the 182nd day,
the last valuation price (i.e. price prevalent on the 183rd day) plus the amortlzed value
upto the date of valuation is used.

e. Securities with call options are valued at the worst (lowest) of the call and securities with
put options are valued- at best (highest) of the put. Securities with both put and call
options on the same day are deemed to mature on the put/call day and are valued
accordingly.

C. Investments in Initial Public Offer(IPO)/ Demerged companies:

i. Investments in unlisted companies emerging out of demerger are valued at cost till the
first balance sheet is available (within six months from the date of close of the
accounting year) or till it is listed whichever is earlier. After the availability of Balance
.Sheet, if it still remains unlisted, it is valued at fair value, as indicated under valuation
policy in respect of thinly traded securities of 6. B. (1).

if. Investments in IPOs are valued at cost or fair value as indicated under 6.B.1(b)
applicable for thinly traded/unlisted shares, whichever is lower, for one year from the
allotment date. If the balance sheet of the company is not available after one year from
the allotment date and if the shares are not quoted the value is taken as ‘zero'.

D._Government Securities: .

@ Government securities- are valued based on the prices released by -an agency notified by
As sociation of Mutual Funds of India (AMFI) and for those securities whose prices are not
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provided by the AMFI named agency, at the quotes available (at National Stock Exchange (NSE)
on the day of valuation or, in its absence, at the earliest available quote which is not older than 30
days from the valuation day), or where the quotes are not available, the prices released by Fixed
Incorme Money Market Derivatives Associations (FIMMDA) is used and if t:zt is also not available,
then the internal yield curve is used.

(i) The government securltles which have call optlon and ‘whose prices are not announced by
AMFI1 named agency, are valued at the lower of the value as obtained by valuing the security to
final maturity and valuing the security to call option.

E. Fully Convertible Debentures, Partly Convertible Debentures. Optionally Fully
Convertible Debentures: ' '

'} Convertible portion of debentures, where the terms of conversion are available, is valued as
equity at the closing market price or fair value applicable for, traded and thinly / non-traded equity
respectively less a discount of 10% towards illiquidity.

ii) Non-convertible portion of convertible debentures and the entire amount of convertible
debentures, where the terms of conversion are not available, are valued as per the norms
applicable for non-convertible debentures as per para 6 A (ii) and 6 B (2).

. Unquoted warrants:

Unquoted warrants are valued at the market rate of the underlying equity shares discounted for
dividend element, if any, and reduced by the exercise price payable. In cases where the exerciz.,
price payable is higher than the value so derived, the value of warrants is taken as nil and whais
the exercise price is not available or the underlymg equity is non-tradeu;uw sted. such warranis
are valued at cost.

G. Unquoted/ thinly traded Preference shares

i. in the absence of rating for Preference share, the ratings available for the det! . rument: of
a company is used for valuation. :

ii. Investment grade which are BBB — and above, are valued on Yield to Maturity (YTM) as per
the rates given in CRISIL matrix/ other rating agencies, with appropriate mark-up.

ii. ‘Unrated’ and ‘Below investment' grade , preference shares are valued at a discount of 25%
to the face value.

iv. The cumulative convertible preference shares are valued as per the norms applicable for
valuation of fully convertible debentures. If the details of conversion are not available, they
are considered as ordinary preference shares and are valued accordingly.

(39 8G1/-26
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v. In case, dividend on preference is not received within 90 days, a discount of 15% is applied in -

the valuation. If the arrears continue for more than 1 year the discount applied is 20%.

vi. If the redemption value is not received within 90 days, 100% provision of the redemption
receivable is made. If redemption is in parts and proceeds are not received within 90 days, in
addition to the provision for redemption receivable , the discount as given above is ‘applied on
the balance. '

vii. If there exists provisidn against a preference share and any other asset issued by the
company is NPA such preference shares are valued at zero.

H. Rights entitlements:

Rights entitlements for shares are valued at the market price of the share, reduced by the exercise
price payable, further discounted for dividend element, wherever applicable.

I Capital-indexed bonds:

Capital-indexed bonds are valued at the closing price as per the NSE on the valuation date and, in
its absence, at the latest available quote within a period of 30 days prior to the valuation date. In
the absence of quotation they are valued "on cost basis".

J. Valuation policies for investments under Money Market Instruments:
B Money invested in inter-bank call deposits is valued at cost. °

i, Money invested in discount/interest earning instruments is valued at the yield at which
the instrument was last traded. For this purpose, the latest available quote within a
period of two working days, prior to the valuation date is considered. When no quotes
are available within a period of two working days the instrument is valued at cost plus
accrued interest till the beginning of the day plus the difference between the face
value and cost, applied uniformly over the remaining maturity period of the instrument.

iii. Other money market instruments, including unquoted debentures upto 182 days to
maturity, are valued at cost plus accrued interest till the beginning of the day plus the
difference between the face value and cost, applied uniformly over the remaining
maturity period of the instrument.

K. Index / Stock Futures :

(a) Imdex Futures are \/alued, at settlement price declared by respective exchang'es as on the
valuattion date. ) '

(b)i) Profit/loss on index futures is recognized on expiration or squaring up of the contract.
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ii) On the balance sheet date, the ‘marked to market’ (MTM) margin received on outstanding
contracts is considered as current liability. MTM margin paid is considered as current assets and
provision is created for the same.

-iii) On squaring up the position, First In First Out (FIFO) method is applied for computing the
gain/loss.

iv) The profit/loss is recognized as net of brokerage. (

L. Index / stock options:

(a) The premium is valued at settlement price declared by the respective stock exchanges as on
the valuation date.

(b ) i) Profit / loss is recognised on expiring or squaring up or exereise or assignment of the
contract.

i) The Profit / loss is recognised as net of Brokerage.

iii) Squaring up the position or on exercise / assignment of option, weighted average method is
applied for computing the gain /loss. - ‘ -

7. PROVISION AND DEPRECIATION:

A. Provisions against the income considered doubtful:

i. Provision is made in respect of outstanding interest income of the period prior to the
date on which asset is classified as non performing asset (NPA).

i. Provision is made in respect of dividend, where it remains outstanding for more than
120 days from the ex-dividend date.
B. Depreciation in the value of investments:

i. The aggregate value of investments as computed in accordance with paragraph 6 above
is compared to the aggregate cost of such investments and the resultant depreciation, if
any is charged to revenue account. In case such aggregate value exceeds the aggregate
cost or the aggregate value as at the end of the previous year, the appreciation is credited
back to revenue account to the extent depreciation was previously adjusted.

ii. In cases where unquoted equity or preference shares were wrltten off in the earlier years,

such investments -are written back to their cost as and when a quote or fair value is
available.

C. Provisions for non performing assets (NPA) :

i. An asset is classified as ‘non-performing'; if the interest and/or principal amount has not
been received or has remained outstanding for one quarter, i.e., 90 days or more from
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES FORMING PART OF THE ACCOUNTS FOR THE PERIOD ENDED 31.01.2003

the day such income/instaliment has fallen due. Provision for such investments is made
individuaily as stated in the table below. Such provisions are not made for other
performing assets of the same company. :

- Asset remains NPA for - Percentage of
More than or equal to Provision on cost
90 days 10%
180 days : 30%
270 days 50%
360 days 75%
450 days 100%

The investment provision as above is made from the date the asset is classified as NPA.

In addition principalrrepayment remaining outstanding on NPA is provided in full.

- Provision for NPA is charged to revenue account.

Provision made under Accounting F::icy under 7(A) is written back on receipt.
Investment Provision made due to ins:rast default and on first re-schedulement is
written back after a period of two quarters and investment provision ma¢: due to
interest and principal default and on first re-schedulement is written back after a pericd
of four quarters even though the asset is serviced regularly. Investment provision on
subsequent re-schedulement or restructuring (issue of = new paper) is written back after
a period of eight quarters though asset is serviced - - arly.

8. INTER-SCHEME TRANSACTIONS(ISTs):

b)

c)

ISTs of traded equity securities are effected at the intra-day (spot price) as on the 37
date and, in its absence, at the latest closing market price availabie during the last 30
days.

ISTs, if any, in respect of non-traded/thinly traded/unlisted equity shares in case of a
maturing scheme (i.e., scheme maturing within a period of 45 days from the date of IST)
are effected at the transfer price arrived at by any of the following methods:

If market quote is available in ény recognised stock exchange for such equity, during a
period of past 90 ddys as on IST date, the latest such market quote, discounted by 25%
for illiquidity, is considered. '

Unquoted equity is valued at the fair value as per the methodology approved by the
Board of Trustees from time to time. The ISTs of unquoted equi'y is done at the fair
value less discount of 50%.

By calling for bids from other schemes and the IST is effecied at t! hest bid.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES FORMING PART OF THE ACCOUNTS FOR THE PERIOD ENDED 31.01.2003

d) If no scheme is willing to take, then the security is transferred to DRF at Re.0.01 per
‘share.

e) Transfer of these securities to DRF in case of a non-maturing scheme are
effected at Re.0.01 per share. -

iii. -Debentures/bonds:
. a) ISTsof raded debentures and bonds are effected as per Policy 6A (ii).

b) ISTs, if any;' of thinly traded/non-traded debentures, bonds, term loans and transferable
notes are effected as per Policy 6B (2).

c) Transfer of NPA securities to DRF is effected at Re.1 per security.
d) 1S8Ts of NPAs are not done except in case of maturing schemes, unless retained in the
schemes, as per (C) above. ISTs of non NPAs remaining in maturing schemes are also
- done to DRF at Re.1 as per (c) above unless retained in the scheme.

iv. ISTs of quoted / unquoted ‘government securities are effected as per Policy 6D.

V. Other investments: ISTs of other investments/assets are effected at the carrying cost of
such investments/assets.

2 Schemes borrowing funds, if any, internally pay interest at the approved rates.

¥

9. FIXED ASSETS:

i. Fixed Assets are stated at historical cost less accumulated depreciation, except in respect of
land, buildings, premises and building improvements which are stated at the revalued amounts
less accumulated depreciation. in the event of revaluation, the resultant surplus on revaluation is
shown as revaluation reserve. Depreciation on the appreciated amount on account of revaluation
is charged to Revaluation Reserve.

i) Depreciation is provided on the written down value method at the under- mentioned rates
except on those assets held for less than six months in the accounting year where depreciation is
provided at half the said rates. :-

Bu ilding and ownership premises ' 5%
Furniture and Fixtures 10%
Office equipments, Building improvements,
Software, Computers & Motor Vehicles 33.33%
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIESbFORMING PART OF THE ACCOUNTS FOR THE PERIOD ENDED 31.01.2003.

i) Leasehold land and premises are amortised equally over the period of lease.

iv) Building improvements in leased premises are depreciated at 33.33% in case the lease period
exceeds eight years. However, in case the lease period does not exceed eight years, the same is
amortised over the period of lease and in case the lease is not renewed within the period of eight
years, the balance unamortised amount is charged in the last year of lease.

v) Fixed assets, which are .installed and put to use, pending final settlement of liabilities are stated
on an estimated basis. On final settlement depreciation is adjusted, from the date the asset is put
to use.

vi) As the accounts have been prepared for the seven.month period ending on 31 January 2003,
charge for depreciation is made pro-rata for seven months from July 2002 to January 2'003..

10. TRANSACTIONS OF OVERSEAS OFFICES:

The expenses are taken into the books of account at average closing monthly rates of exchange.
The bank balance and cash in hand are taken into account at the closing rate of relevant foreign
exchange as at the end of the year. The resultant gain/loss on account of foreign exchange
variations are taken to revenue. -

11. RESERVE FUNDS:

In accordance with the provisions of Section 25 B (1) of the Unit Trust of India Act, 1963 the
following funds have been created, which, though belonging to the Trust, are accounted under the
Unit Scheme 1964 as a matter of administrative convenience.

~ i.Development Reserve Fund (DRF) :

A. Constitution:

The Fund is for developmental, research, promotional and any other activities of the Trust. The
fund provides guarantee in respect of return/capital under certain schemes.

The Fund is built up by: -
i. Contributions from

- schemes launched from 1st July, 1994 onwards, as per the respective scheme provisions.
- for all other schemes, at the rates approved by the Board of Trustees.

i. Management fees received from VECAUS IlI, india Fund Unit Scheme 1986, India Growth
Fund Unit Scheme 1988, and india Access Unit Scheme 1996 (Class | & II) India IT Fund 1997,
India Debt Fund 1997, India PSU Fund and consultancy fee received from Cairo MF Management
Co. .
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES FORMING PART OF THE ACCOUNTS FOR THE PERIOD ENDED 31.01.2003
B. Operation;

i. Income and expenses of the fund are accounted for on accrual basis.

ii. investments are stated as per Policy stated in 5 above.
3
i Valuation of Investments is done as per Policy stated in 6 above and Provisions for the
income considered doubtful, Provisions for non performing assets (NPA) and Provision
for Depreciation in the value of investments, if any, are done as per Policy stated in 7
above.

iv. The fund mainly invests in the equity shares of companies promoted/ co-promoted by
the Trust.

V. In respect of certain schemes, two years after closure of the schemes, the residual
assets were valued on the basis of market price, if available, otherwise as per the
approved rates, at the end of the accounting year. The value so arrived at was adjusted
against liabilities/provisions and the resultant net surplus/deficit was transferred to DRF.
In case of pooled schemes this practice was followed two years after closure of the last
scheme. Any clalms after such transfer, agamst these schemes are charged to DRF.

Vi. Initial issue expenses / recurring expenses of the schemes in excess of the limit
prescribed by SEBI are borne by DRF.

ii) General Fund:

As per the approval given by the Board of Trustees a new fund named as ‘General Fund’ is
created from July 1, 2002 to meet expenses on staff related payments and other administrative
expenses including service charges on fixed assets. General Fund receives contributions from the
schemes for meeting these expenses in such a way that total contribution to Development
Reserve Fund (DRF), Staff Welfare Fund (SWF) and General Fund would be 1% of average net
assets except MIFNIFTY MMF and Gsec Fund where the total contributions would be
0.75%,0.75%,0.20% and 0.55% respectively. Upto 30™ June 2002 such common expenses were
allocated to various schemes on a basis approved by the Board of Trustees. _

i) Other Funds:

Over the years, the Trust has established the following funds through contribution from the
Development Reserve Fund:

i. Rajlakshmi Womens' Welfare Fund,
ii. Senior Citizens' Welfare Fund,

iii. Childrens' Welfare Fund and

iv. Investors' Protection Fund.
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SfXTEMENT OF SIGNIFICANT ACCOUNTING POLICIES FORMING PART OF THE ACCOUNTS FOR THE PERIOD ENDED 31.01.2003

v. Offshore Scheme Development Fund
vi. Asset Reconstruction Fund

The assets and liabilities of these funds and Unit Trust of India Employees’ Provident Fund,
Employees’ Medical Assistance Fund and Staff ‘welfare Fund are maintained separately.
However, these are shown under the balance sheet of Unit Scheme 1964 for administrative
convenience as provided under the UT] Act,1963. :

12. INCOME DISTRIBUTION:

i) Provision for income distribution on unit capital is made at rates approved by the Board of
Trustees. In respect of application money pending capitalisation, provision for income distribution
is made in respect of the income option under various schemes.

ii) In respect of monthly income plans the liability pertaining to cumulative option is provided for the
period from April to March each year and the liability in respect of annual option |s prowded on the
date on which the Annual Dividend i is payable to unit holders

14. RETIREMENT BENEFITS:

© The provident fund liability is funded and contributions are paid to the Employees” Provident Fund.
The gratuity liability (accrued), pension liability and the liability for retirement leave encashment
benefit (determined by actuarial valuation made as on 31% January 2003) is provided for in the
accounts.

15. UNIT SCHEME 1971:

i. Maturity Bonus is provided over the period of the Plan and thereafter on yearly basis.

ii. Provision for Maturity Bonus, Agents’ Commission and appropriation towards premium payable
to LIC on application money on sale of units, is made on subsequent capitalisation thereof.
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