


ING Investment Management (India) Private Limited
Annexure to Auditors’ Report—31 December 2002 (continued)

Il. The Company has been regular in depositing Provident Fund dues with the appropriate
authoritics. We are further informed that the Employees State Insurance scheme is not
applicable to the Company.

I2. According to the information and explanations given to us. there are no undisputed amounts
payable in respect of income tax. wealth tax, sales tax, customs duty and excise duty which
are oulstanding at 31 December 2002 for a period of more than six monihs from the date
they became payable,

13. On the basis of our examination of the books of account and according to the information
and cxplanations given to us, no personal cxpenses of employees or dircctors have been
charged Lo profit and loss account, other than those payable under contractual obligations or
in accordance with generally accepted business practice.

I4. The Company is not an “industnal company™ within the meaning of the section 3(1)(0) of
the Sick Industrial Companies (Special Provisions) Act 1985 and hence clause (xx) of
paragraph 4(A} of that Act is not applicable to the Company.

I5. The Company does not have a system for allocating man howrs to respective jobs,
commensuraie to the size and nature of the business,

I6. In view of the nature of the Company’s busincss, we report only in respect of those miatters
specified in paragraphs 4(A), 4(B), 4C) and 4D) of the Manufacturing and Other
Companies {Auditor's Report) Order, 1988 to the extent they are applicable.

For BSR & Co.
Chartered Acconntanis

Mumbai Russell T Parera
19 June 2003 Puartner
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ING INVESTMENT MANAGEMENT ( INDIA ) PRIVATE LIMITED

Balance sheet as at December 31, 2002 (Rs.in '000)
Sche As at December 31, 2002 As at December 31, 2001
dule

Sources of funds
Shareholders' funds
Share capital 1 282,740 282,740
Total 282,740 282,740
Application of funds
Fixed assets 2
Gross block 27,283 22,834
Less : Accumulated depreciation 15,562 14,291
Net block 11,721 8,543
Investments 3 105,332 98,460
Current assets, loans and advances
Cash and bank balances 4 2,012 922
Sundry debtors 5 1,518 772
Loans and advances 6 51,674 91,920

55,204 93,614
Less : Current liabilities and provisions
Current liabilities 7 17,139 15,945

17,139 15,945
Net current assets 38,065 77,669
Miscellaneous expenditure 8 19,135 31,217
( to the extent not written off or adjusted )
Profit and loss account 108,487 66,851
Total 282,740 282,740
Notes to accounts 13

As per our report of even date
For BSR & Co.
Chartered Accountants

Russell I. Parera
Partner

Mumbai, June 19, 2003

For and on behalf of the Board

Kavita Hurry J.S.Bilimoria
Managing Director
Director

S.M.Pathania R.H.Bhavnani
Director Director
G.Mehra

( Alternative Director to R. Mehta )

Mumbai, June 19,2003
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MENT MANAGEMENT (INDIA ) PRIVA’

s forming part of the Balance sheet as at December 31,2002

(Rs. in'000)

As at December 31,2002 As at December 31,2001
- Share capital :
Authorised
40,000,000 Equity shares of Rs. 10/- each 400,000 400,000
Issued, subscribed and paid-up :
25,274,000 Equity shares of Rs. 10/~ each,
fully p: 282,740 282,740
Total 282,740) 282,740)
21,205,500 shares (Previous year: 21,205,500 shares) are held by
Nationale Nederladen Interfinance BV, the holding Company
Schedule-2 - Fixed assets :
Particulars Cost Net book value
As at ‘Additions Deletion/ As at As at For the Written As at As at As at
January 1,2002 Adjustment December 31, January 1, year back / December 31, | December 31, | December 31,
2002 2002 Adjustment 2002 2002 2001
[Fumiture and fixtures 2,502 134 1731 905} 1583 340 1351 572} 333 919)
[Motor vehicles 3,707 2,042 2,042 3171 670 -3,707) 134 1,908 536)
Office equipments 6223 893, 6.430) 2221 1313 -333) 3201 3229 4,002)
(Computers 10401 398 10,562) 7315 2173 -208) 9,280) 1282 3,086
[Registrar and transfer agency software - 7.344) - 7,344 - 2375, - 2375 4,969 -
Total 22,833 10811 6,361 27,283 14,290) 6,871 5,599 15,562| 11,721 8,543
Previous year 20,621 2313 100 22834 7.697 6673 79 14.291 8,543 %
‘As at December 31,2002 ‘As at December 31, 2001
Schedule-3 - Investments :
Units (No.) Units (No.)
Long term. unquoted, non-traded
Investments in the units of Mutual Fund Schemes
ING Income Portfolio-Income option - - 9,546 95.460)
ING Growth Portfolio-Dividend option 300) 3.000) 300 3,000)
ING Investment Portfolio - Growth option 1,100| 10,000 | |
Current, unguoted. non-traded
Investments in the units of Mutual Fund Schemes
ING Treasury Portfolio - Dividend option 8,722 92332 - :
Total 10,122 9,846 98,460}
103,508
Schedule -4 - Cash and bank balances :
[Cash on hand with Investor Service Centres 19) 10
[Balance with scheduled banks
- in current account 1.993] 912)
2012 922}
Total 2,012 922
Schedule - 5 - Sundry debtors
(unsecured, considered good and less than
six months)
[Fees receivable from schemes of ING Savings Trust 1518] 772]
‘As at December 31,2002 ‘As at December 31, 2001
Schedule - 6 - Loans and advances :
|Secured, considered good
Loans to staff (Refer Note 1) 11,501 7,753
Unsecured, considered good
Interest free loan to erstwhile Managing Director (Refer Note 2) - 35,000
Sceurity deposits (Refer Note 3) 20481 4479
Receivable from schemes of ING Savings Trust 11,722] 24,347)
Pre-paid expenses 1.829) 2,846
Loans and advance to staff 532] 557,
(Advances against capital expenditure 835 1
Tax deducted at source 4317 6,857
Dividend receivable - 2,100
[Advances recoverable in cash or in kind for
value to be received 457 7.980)
51.674)
Total 51,674)
[Note 1: Includes
(a) Loan to Managing Director 3594 g
Maximum amount outstanding at any time during the year 3.963 :
(b) Loan to erstwhile Managing Director - 1,958]
Maximum amount outstanding at any time during the year 1.958) 1,958}
[Note 2: Maximum amount outstanding at any time during the year 35,000} 35,000}
[Note 3: Includes interest free security deposit to the Managing director 14,000 :
Maximum amount outstanding at any time during the year 14,000 g
Schedule - 7 - Current lia
Sundry creditors 13.212] 4562
Provision for expenses 497
[Bonus payable 3.430)
17.139)
Total 17,139]
Schedule - 8 - Miscellaneous expenditure :
(10 the extent not written off or adjusted)
Preliminary expenses 344 620
Less: Written off during the year 275| 276
69) 344
Deferred revenue expenses 30873 42,549)
[Add: Incurred during the year - 150
30873 42,699)
Less: Written off during the year 11,807) 11.826)
19066 30873)
Total 19.13% 31217
[
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ING INVESTMENT MANAGEMENT ( INDIA ) PRIVATE LIMITED

Profit and loss account for the year ended on December 31, 2002

(Rs. in '000)
Sche Year ended Year ended
dule December 31,2002 | December 31,2001
Income
Management fees (net of service tax) 9 44,163 40,942
Interest income 10 1,594 601
Registrar and transfer fees - 469
Dividend on investment (Tax deducted at source: Rs
534 thousand ; previous year nil) 9,919 12,079
Profit on sale of investment (net) 6,573 290
Miscellaneous income 62 35
62,311 54,416
Expenditure
Employee cost 11 40,292 28,541
Administrative and general expenses 12 55,355 41,000
Depreciation 6,871 6,673
102,518 76,214
Loss for the year before tax 40,207 21,798
Wealth tax 4 4
Loss for the year after tax 40,211 21,802
Prior period adjustments
Prior period expenses 2,705 0
Write back of excess provision for bonus -1,280 [1}
Loss after tax and prior period adjustments 41,636 21,802
Accumulated losses brought forward 66,851 45,049
Accumulated losses carried forward 108,487 66,851
Basic and diluted earnings per share 1.47) 0.77)
Notes to accounts 13

As per our report of even date
For BSR & Co.
Chartered Accountants

Russell I. Parera
Partner

Mumbai, June 19, 2003

For and on behalf of the Board

Kavita Hurry
Managing Director

S.M. Pathania

Director

G.Mehra

J.S.Bilimoria
Director

R.H.Bhavnani
Director

( Alternative Director to R.Mehta )

Mumbai, June 19, 2003
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Schedules forming part of Profit and loss account for the year ended on December 31, 2002

(Rs. in '000)
Year ended Year ended
December 31,2002 December 31,2001

Schedule-9 - Management fee (net of service tax ):
Received from Mutual Fund Schemes of ING

Savings Trust (net of service tax Rs 2,281 thousand ;
previous year: Nil)

- ING Income Portfolio 26,548 23,636
(Tax deducted at source Rs. 1,386 thousand ;
previous year Rs. 2,705 thousand)

- ING Income Short Term Option 881 -
(Tax deducted at source Rs. 46 thousand ;
previous year Rs. nil)

- ING Growth Portfolio 8455 8,691
(Tax deducted at source Rs. 440 thousand;
previous year Rs. 1,963 thousand)

- ING Balanced Portfolio 3978 7316
(Tax deducted at source Rs. 207 thousand;
previous year Rs. 646 thousand)

- ING Treasury Portfolio 3,154 910
(Tax deducted at source Rs. 165 thousand ;
previous year Rs. 146 thousand)

- ING Capital Portfolio 787 389
(Tax deducted at source Rs. 41 thousand ;
previous year Rs.20 thousand)

- ING Gilt Portfolio 2 -
(Tax deducted at source Rs. 1 thousand ;
previous year nil)

- ING Investment Portfolio 270 -
(Tax deducted at source Rs. 14 thousand ;
previous year nil)

- ING Savings Portfolio 12 -
(Tax deducted at source Rs. 1 thousand ;
previous year nil)

- ING Fixed Term Portfolio Plan 4 55 -
(Tax deducted at source Rs. 3 thousand ;
previous year nil)

44,163 40,942
Total 44,163 40.942
Schedule-10 - Interest income :

Interest on staff loan 569 586
Interest on other loan 2 15
Interest on income tax refund for A.Y. 1999-2000 407 -
Interest on income tax refund for A.Y. 2000-2001 279 -
Interest on income tax refund for A.Y. 2001-2002 337 -

1594 601

Total 1,594 601

Schedules forming part of Profit and loss account for the year ended on December 31, 2002

(Rs. In '000)
Year ended Year ended
December 31,2002 December 31,2001
Schedule-11 - Employee cost :
Salary, bonus and allowances 33,767 37,964
Contribution to provident fund and other funds 6014 5455
Staff welfare 253 208
Other staff cost 1.288 328
41322 44,045
Less: Cost recoveries 1030 15504
40.292 28.541
Total 40,292 28,541
Schedule-12 - Administrative and general
expenses :
Mutual fund scheme's expenses 16377 2,639
Deferred revenue expenditure written off 11,807 11,827
Rent and occupancy charges 11,441 11,888
Information technology 3,550 993
Travel and entertainment 2,265 2073
Allocated Regional overheads 2,198 -
Legal and professional fees 2,119 1,735
Communication 1472 731
Subscription and membership 1,095 1235
Printing and stationery 809 756
Local conveyance 452 457
Storing and packing charges 305 444
Preliminary expenses written off 275 275
Loss on sale of fixed assets sold / written off (net) 534 -16
Insurance premium 270 222
SEBI Fees 250 250
Postage and courier 143 134
Repairs and maintenance 18 747
Directors' and trustees' sitting fecs 55 25
Donation 15 200
Foreign exchange fluctuation (net) 2 -6
Investor service centre charges - 38
R & D/ Survey Expenses - 531
Repairs and maintenance - computers and equipments 307 153
Miscellancous expenscs 651 439
6,510 41,770
Less: Cost recoveries 1155 770
41,000
Total 41,000
Breakup of Miscellaneous expenses
Bank Cost 8 9
Office supplies 39 98
Books and Periodicals 41 52
Advertising & Promotion 0 87
Scanning charges 40 30
Int. on the delayed payment 2 5
Add. TDS - 3
Add. Int. on TDS - -
Internal Audit Committee Meeting 35 30
Miscellancoues Expenditure 333 19
Board Meeting Expenses 106 66

Int. on Security Deposit - 19
Trustee Meeting exp. - 3
Seminar / Training fees - 6
9 9

38 3




Schedules forming part of the Balance Sheet as on December 31, 2002 and the Profit and Loss
Account for the year ended December 31, 2002

Schedule-13 - Notes to accounts:

(@)

(b)

Background

ING Investment Management (India) Private Limited (‘the Company’) was incorporated on
April 6, 1998. The share capital of the Company is owned by Nationale Nederlanden
Interfinance BV holding 75% of the equity and the balance 25% of the equity is held by Kirti
Equities Private Limited. The principal activity of the Company is to act as investment
management advisor to ING Savings Trust (‘the Trust’). The Company manages the
investment portfolio of ING Savings Trust and provides various administrative services to the
Trust.

Summary of significant accounting policies
Basis of preparation

The financial statements are prepared under the historical cost convention, on the accrual
basis of accounting, and in accordance with the provisions of the Companies Act, 1956 and
generally accepted accounting principles and practices in India to the extent applicable.

The preparation of the financial statements in conformity with generally accepted accounting
principles requires the management to make estimates and assumptions that affect the
reported amount of assets, liabilities, revenues and expenses and disclosure of contingent
assets and liabilities. The estimates and assumptions used in the accompanying financial
statements are based upon management’s evaluation of the relevant facts and circumstances
as of the date of the financial statements. Actual results may differ from the estimates and
assumptions used in preparing the accompanying financial statements. Adjustments as a result
of differences between actuals and estimates are prospectively made.

Fixed assets and depreciation

)] Fixed assets are stated at cost less accumulated depreciation. Cost includes all
expenses incidental to the acquisition of the assets. Significant improvements towards
Registrar and Transfer Agency software are capitalised and depreciated over their
economic useful lives.

(i) Depreciation on fixed assets is provided using the straight line method from the date
of use.
Asset Depreciation
Furniture and fixtures 20%
Motor vehicles 25%
Office equipment 20%
Computers 33%
Registrar and Transfer Agency software 33%

(i)  Assets individually costing less than Rs 5 thousand are fully depreciated in the year of
purchase / acquisition.

(iv) In the previous year, the Company revised the estimated useful life of the fixed assets
and provided depreciation at rates mentioned above retrospectively from the date of
purchase. As a result, the depreciation charge for the previous year was higher by
Rs 1,677 thousand and the net block of fixed assets was lower by the same amount.
Due to the revision in depreciation rates in the previous year, the depreciation charge



(c)

(d)

(©)

®

(g

(h)

for the current year is lower by Rs 1,162 thousand, the loss on fixed assets sold /
written off is lower by Rs 290 thousand, the loss for the year is lower by
Rs 1,452 thousand and the net block of fixed assets is lower by Rs 225 thousand.

Revenue recognition

)] Management fees are recognised, net of service tax, based on the average of daily Net
Asset of the mutual fund schemes of the Trust within rates prescribed by Securities
and Exchange Board of India (Mutual Funds) Regulations, 1996 and as approved by
the Board of Directors.

(i1) Interest income is accounted on accrual basis.
(i)  Dividend income is recognised when the right to receive dividend is established.

In the previous year, the Company accrued dividend income based on management’s
past experience. In the current year, the Company has changed the accounting policy
of recognising dividend income when the right to receive dividend is established.
Consequent to this change in the accounting policy the dividend income and dividend
receivable are lower by Rs 1,950 thousand, as estimated by the management based on
past experience, and the loss for the year is higher by Rs 1,950 thousand.

Foreign currency transactions

Foreign currency transactions are recorded at the rates of exchange prevailing on the date of
the transactions. Exchange difference, if any, arising out of transactions settled during the
year are charged to profit and loss account.

The current assets and liabilities are translated at the prevailing rate of exchange at year end
and the resultant exchange gains or losses are reflected in the profit and loss account.

Investments

Investments are classified as long term and current. Investments that are intended to be held
for more than one year are classified as long term investments, other investments are
classified as current investments. Long term investments are stated at cost less diminution in
value which is other than temporary. Current investments are valued at lower of cost or fair
value. Fair value represents the net asset value of the respective scheme.

Miscellaneous expenditure

Expenses incurred in respect of initial set up, corporate advertisement and initial issue
expenses of the schemes, wherever applicable, are amortised over a period of five years
commencing from the month in which such expenses are incurred.

Provision for tax

The Company provides for income tax on estimated taxable income in accordance with the
provisions of the Income Tax Act, 1961. No provision for income tax has been made in the
current year in view of the brought forward loss of earlier years.

Retirement benefits



m The Company makes a contribution to recognised provident fund at 12% of the basic
salary of each employee and to recognised superannuation fund at 13% of the basic salary
of each employee.

m  Benefits in respect of gratuity are being funded annually with Life Insurance Corporation
of India.

m The Company does not accrue for leave encashment since unutilised leave of all
employees lapses at the year end.

Employee cost include remuneration paid to managing director
(Rs in ‘000)

December 31, 2002 December 31, 2001
Salary, bonus and allowances 10,025 9,428
Perquisites 907 620
Contribution to provident and other funds 1,728 1,441

m  Benefits in respect of gratuity are being funded on an overall basis annually with Life
Insurance Corporation of India and accordingly have not been considered above.

m  The erstwhile Managing Director was also entitled for Group Stock Options Plan scheme.
However, details of entitlement by individual are not available with the Company and
accordingly have not been considered above.

m  Assets having written down value of Rs 299 thousand as at April 30, 2002 have been
given to the erstwhile Managing Director and have not been included above.

m  Perquisite value, if any, of interest free security deposit, given to the Managing Director
and erstwhile Managing Director has not been considered above.

m  Value of perquisites considered is the fair value of perquisites as estimated by the
management.

The Company provides registry and transfer agency services to the schemes of the Trust for
which it recovers certain costs as approved by the Board of Trustees of the schemes.
Accordingly the Company has during the year recovered Rs. 175 thousand (previous year:
Rs nil) towards employee cost.

Cost recoveries includes:

m [ING Bank’s share of employee cost and administrative and general expenses paid by the
Company and recovered as per the terms of service level agreement.

m  Registrar and transfer agency cost recovered from the schemes as mentioned in Note 4
above.

Dividend income of Rs 9,919 thousand (previous year: Rs 12,079 thousand) is after adjusting
dividend accrued in the previous year of Rs 2,100 thousand based on management estimates.

Investments

The Company has purchased and redeemed the following units of mutual fund during the
year:

(No of units)
December 31, 2002 December 31, 2001

Purchases
ING Investment Portfolio - Growth option 1,100,110.011 -
ING Treasury Portfolio - Dividend option 8,721,762.696 -




10

11

Redemptions

ING Income Portfolio-Income option 9,545,988.742 672,037.615
Sun F & C Value Fund-Growth - 261.643
Sun F & C Money Value Fund-Bond - 478.011
Templeton-India Growth Fund - 247.830
Templeton-India Income Fund Growth plan - 152.091
Prudential ICICI-Income Plan-Growth option - 457.038
Prudential ICICI-Growth - 356.125
Birla Advantage Fund- Dividend Option - 37.693
DSP Merill Lynch-Bond Fund -Growth Option - 395.257
DSP Merill Lynch-Equity Fund- Dividend Option - 291.774
Alliance Cash Manager - 4.642
Alliance Equity Fund - 30.544
The Alliance'95 Fund- Growth - 17.253
Alliance Liquid Scheme- Growth - 38.971
Birla Income Plus- Growth option - 192.431
KMMF - K30 -Growth - 723.380
KMMF-Kgilt-Investment Plan- Growth - 964.227

Loans and advances include expenses recoverable from the schemes amounting to
Rs 8,183 thousand (previous year: Rs. 11,386 thousand) at year end. The Company had
incurred these expenses towards advertisement and brokerage on behalf of the schemes. The
Company has been recovering these expenses over a five-year period and six months period
respectively from the time such expenses were incurred.

As per Securities and Exchange Board of India (Mutual Funds) Regulations, 1996, the
expenses relating to the schemes managed by the Asset Management Company (‘AMC’) in
excess of limit specified by the Regulation are to be borne by the AMC. Accordingly, an
amount of Rs 16,337 thousand (previous year: Rs 2,639 thousand) has been borne by the
Company. Further, a sum of Rs 2,705 thousand representing such expenses in excess of the
limits in respect of the previous year has also been charged as prior period expenses.

Earnings per share

(Rs in ‘000)
Calculation of shareholders’ earnings December 31,2002  December 31, 2001
Loss after tax and prior period adjustments (in Rupees) (41,636) (21,803)
Calculation of weighted average number of equity shares
Number of equity shares at the beginning of the year 28,274 28,274
Shares issued during the year - -
Number of equity shares at the end of the year 28,274 28,274
Weighted average number of equity shares outstanding 28,274 28,274
Basic and diluted earnings per share (in Rupees) (1.47) (0.77)

Operating lease commitments

The Company has taken residential premises on operating lease. The Company has charged

lease payments in the profit and loss account under the head Rent during the year amounting

to Rs 5 thousand (previous year: Rs nil). The future minimum lease payments under non-
cancellable operating leases for such premises are as follows:

(Rs in ‘000)

December 31, 2002 December 31, 2001

Not later than one year 60 -




12

13

14

15

16

17

18

Later than one year not later than five years 105 -

Later than five years - -

Transfer pricing

The Company is in the process of maintaining a comprehensive system of maintenance of
information and documents required by the transfer pricing legislation under sections 92-92F
of the Income tax act, 1961. The management is of the opinion that its international
transactions are at arm’s length so that the aforesaid legislation will not have any impact on
the financial statements, particularly on the amount of tax expense and that of provision for
taxation.

Legal and professional fees include auditors’ remuneration
(Rs in ‘000)

December 31, 2002 December 31, 2001
Statutory audit fees 158 158
Tax audit fees 105 105
Out of Pocket expenses 42 16

Expenditure in foreign currency
(Rs in ‘000)

December 31, 2002 December 31, 2001
Travelling 120 197
Information services - 240
Survey expenses - 295
Advance for software - 1,019
Communication equipment - 25
Others - 20

The Company has outstanding Capital Commitments at December 31, 2002 amounting to
Rs 835 thousand (previous year: Rs 1 thousand) for which no provision has been made in the
books of account.

There are no amounts payable to Small Scale Industrial undertakings outstanding for a period
greater than 30 days as at 31 December 2002 (previous year: Rs nil).

The Company is engaged in the business of acting as an investment management advisor to
the Trust. Such services are not capable of being expressed in any generic unit and hence, it is
not possible to give the quantitative details required under paragraphs 3, 4(C) and 4(D) of Part
IT of Schedule VI to the Companies Act, 1956.

Prior year figures have been regrouped, rearranged and recasted wherever necessary to
confirm with current year presentation.
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Balance sheet abstract and a company’s general profile (Rupees in ‘000)

IL.

I1I.

Registration Details

Registration
No.

Balance Sheet Date

11-114377

Capital raised during the Year

Public Issue

Bonus Issue

State Code

11

131 |12

| 2002

Rights
Issue

Private
Placement

Position of Mobilisation and Deployment of Funds

Total

Liabilities

282,740

Source of Funds

Paid-Up
Capital

282,740

Secured Loans

Application of Funds

Net Fixed
Assets

Net Current
Assets

Accumulated Losses 108,487

11,721

38,065

Total
Assets

282,740

Reserves and
Surplus

Unsecured
Loans

Investments

Miscellaneous
Expenditure

105,332

19,135




IV. Performance of Company

Total turnover 62,311
Profit before tax (40,207)

Earning per share in
Rs (actuals)

(1.47)

Total expenditure

Profit after tax

Dividend

V.  Generic names of three principal products/services of Company

Item code no (ITC code)

Produce description

| Not Applicable |

Mutual

Management Services

Fund Asset

102,518
(40,211)




