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HIGHLIGHTS

Sponsor

Alexandra Fund Management Pte Ltd

Name of the Scheme

Lotus India Monthly Interval Fund

Type of the Scheme

Debt oriented Interval Scheme

Investment Objective

The objective of the scheme is to seek to generate
income by investing in a portfolio of debt and money
market instruments.

There can be no assurance that the investment objective
of the Scheme will be realized.

Purchase Price
during New Fund
Offer

Rs. 10/- per unit plus applicable Entry Load

Plans/Options

Plan A and Plan B. Each plan shall maintain separate
portfolio. Each plan offer Growth and Monthly Dividend
Reinvestment options.

Minimum
Subscription Amount

Rs. 50 Lakhs under each plan.

Minimum
Application Amount

Rs. 5,000/- per application plus in multiples of Re.1/-

Minimum Additional
Application Amount

Rs. 1,000/- per application plus in multiples of Re.1/-

Minimum Amount
for Redemption

Rs. 5,000/-

Load Structure

During New Fund Offer and ongoing offer period:

Entry Load: Nil

Exit Load:

if redeemed on specified transaction Nil
period

If redeemed on any time other than the 0.25%

specified transaction period

Liquidity

The Scheme is an interval scheme and units of each plan
of the scheme shall be available for subscription /
switch-ins and redemptions / switch-outs (without exit
load) on specified transaction period. The first specified
transaction date would be the 30" day from the date of




allotment. Subsequent specified transaction date would
be 30 day from the previous specified transaction date.
If the specified transaction date falls on a non-business
day, the specified transaction date will be the next
business day. Further, the Scheme will also offer
redemption/switch-out on all business days, other than
specified transaction period, at NAV based prices,
subject to the applicable exit load.

Transparency

The AMC will calculate and disclose the first NAV of
the Scheme within period of 30 days from the closure of
the NFO period. Subsequently, NAV will be calculated
on a daily basis and shall be published in the newspaper
and on the website of the Fund
(www.lotusindiaamc.com) and of the Association of
Mutual Fund in India - AMFI (www.amfiindia.com).

The AMC will disclose details of the portfolio of the
Scheme every 6 months by either sending a complete
statement to all the Unit Holders or by publishing such
statement, by way of advertisement, in two daily
newspapers.

Benchmark Index

CRISIL Liquid Fund Index




l. ABBREVIATIONS AND DEFINITIONS

In this Offer Document the following terms will have the meanings indicated there
against, unless the context suggests otherwise.

ADRs and GDRs

American Depository Receipts (ADR) is negotiable
certificates issued to represent a specified number of
shares (or one share) in a foreign stock that is traded on a
U.S. exchange. ADRs are denominated in U.S. dollars.

Global Depository Receipts (GDR) is negotiable
certificates held in the bank of one country representing a
specific number of shares of a stock traded on an
exchange of another country.

AMFI

Association of Mutual Funds in India.

AQOP

Association of Persons.

Asset Management
Company,

AMC or Investment
Manager

Lotus India Asset Management Company Private Limited
incorporated under the provisions of the Companies Act,
1956, and approved by SEBI to act as Investment
Manager for the Schemes of Lotus India Mutual Fund.

Applicable NAV

The Net Asset Value applicable for
Redemptions/Repurchase/switches etc., based on the
Business Day and relevant cut-off times on which the
application 1is accepted at the official points of
acceptance.

Application Form/Key

A form meant to be used by an investor to open a Folio

Information and purchase Units in the Scheme.
Memorandum
BOI Body of Individuals.

Business Day

A day not being:

(1) A Saturday or Sunday;

(2) A day on which both the Stock Exchanges,
Mumbai and the National Stock Exchange of India
Limited are closed, whether or not the banks in
Mumbai are open;

(3) A day on which Purchase and Redemption of Units
is suspended or a book closure period is announced
by the Trustee / AMC; or

(4)A day on which normal business cannot be
transacted due to storms, floods, bandhs, strikes or
such other events as the AMC may specify from
time to time.

(5) A day on which banks in Mumbai or Reserve Bank




of India (RBI) is closed
(6) A day on which there is no RBI clearing or
settlement of securities.

Provided that the days when the banks in any
location where the AMC's Investor Service Centres
are located, are closed due to a local holiday, such
days will be treated as non Business Days at such
centres for the purposes of accepting fresh
subscriptions. However, if the Investor Service
Centre in such locations is open on such local
holidays, then redemption and switch requests will
be accepted at those centres, provided it is a
Business Day for the Scheme on an overall basis.

Notwithstanding the above, the AMC reserves the right to
change the definition of Business Day and to declare any
day as a Business Day or otherwise at any or all ISCs.

Contingent  Deferred
Sales Charge / CDSC

A charge to the Unit Holder upon exiting (by way of
Redemption) based on the period of holding of Units. The
Regulations provide that a CDSC may be charged only for
a no-Load Scheme and only for the first four years after
the Purchase and caps the percentage of NAV that can be
charged in each year.

Custodian

Deutsche Bank A G, Mumbai branch registered under the
SEBI (Custodian of Securities) Regulations, 1996,
currently acting as Custodian to the Scheme or any other
custodian who is approved by the Trustee.

Cut-off time

Cut-off timing, in relation to an investor making an
application to a mutual fund for sale of units, shall mean
the outer limits of timings within a particular day which
are relevant for determination of the NAV that is to be
applied for his transaction.

Collection Bank(s)

The Bank(s) with which the AMC has entered into an
agreement, from time to time, to enable customers to

deposit their applications for Units during New Fund
Offer.

Depository

Depository as defined in the Depositories Act, 1996.

Designated Collection
Centers

During the NFO: ISCs and branches of Collection Bank(s)
designated by the AMC where the applications shall be
received.

During the term of the Scheme: ISCs designated by the
AMC where the applications shall be received.




Dividend

Income distributed by Scheme on the Units, where
applicable.

Entry Load

A Load charged to an investor on Purchase of Units based
on the amount of investment or any other criteria decided
by the AMC, from time to time, for meeting the sales,
marketing and other such expenses connected with the
sales and distribution of the units of the scheme.

EFT

Electronic Funds Transfer

Exit Load

A Load (other than CDSC) charged to the Unit Holder on
exiting the Scheme (by way of Redemption) based on

period of holding, amount of investment, or any other
criteria decided by the AMC.

Foreign Institutional
Investors / FII

An entity registered with SEBI under Securities and
Exchange Board of India (Foreign Institutional Investors)
Regulations, 1995 as amended from time to time.

Fund of Funds / FOF

A mutual fund scheme that invests primarily in other
schemes of the same mutual fund or other mutual funds.

Fund / Mutual Fund

Lotus India Mutual Fund, a Trust registered under the
provisions of Indian Trust Act, 1882 and registered with
SEBI under the Securities and Exchange Board of India
(Mutual Fund) Regulations, 1996 vide Registration No.
MF/052/06/01 dated July 24, 2006.

HUF

Hindu Undivided Family.

Investment
Agreement / IMA

The agreement dated April 27, 2006, entered into between
Lotus India Trustee Company Private Limited and Lotus
India Asset Management Company Private Limited, as
amended from time to time.

Investor Service
Centre / ISC

Official points of acceptance of transaction / service
requests from investors. These will be designated by the
AMC from time to time.

Load A charge that may be levied to an investor at the time of
Purchase of Units of the Scheme or to a Unit Holder at
the time of Redemption of Units from the Scheme.

LILF Lotus India Liquid Fund

LITP Lotus India Tax Plan

LILP Lotus India Liquid Plus Fund




LIFMP-16M-Srl

Lotus India Fixed Maturity Plan — 16 Months — Series I

LIFMP-15M-Srl

Lotus India Fixed Maturity Plan — 15 Months — Series I

LIFMP-14M-Srl

Lotus India Fixed Maturity Plan — 14 Months — Series |

LIFMP-3M-Srl

Lotus India Fixed Maturity Plan — 3 Months — Series |

LIFMP-3M-Srll

Lotus India Fixed Maturity Plan — 3 Months — Series 11

LIFMP-3M-Srlll

Lotus India Fixed Maturity Plan — 3 Months — Series III

LIFMP-3M-SrIV

Lotus India Fixed Maturity Plan — 3 Months — Series [V

LIFMP-3M-SrV

Lotus India Fixed Maturity Plan — 3 Months — Series V

LIFMP-13M-Srl

Lotus India Fixed Maturity Plan — 13 Months — Series |

LIFMP-13M-Srll

Lotus India Fixed Maturity Plan — 13 Months — Series II

LIST

Lotus India Short Term Plan

LICF

Lotus India Contra Fund

New Fund Offer / NFO

The offer for Purchase of Units at the inception of the
Scheme, available to the investors during the NFO Period.

Non Resident Indian /
NRI

Non Resident Indian as defined in the Foreign Exchange
Management Act, 1999

Net Value /

NAV

Asset

Net Asset Value of the Units of the Scheme (including
options there under) calculated in the manner provided in
this Offer Document or as may be prescribed by the
Regulations from time to time.

Offer Document

This document issued by Lotus India Mutual Fund,
offering Units of Lotus India Monthly Interval Fund for
subscription. Any modifications to the Offer Document
will be made by way of an addendum which will be
attached to Offer Documents. On issuance of addendum,
the Offer Document will be deemed to be updated by the
addendum.

Person of Indian

Origin/PIO

'"Person of Indian Origin' means a citizen of any country
other than Bangladesh or Pakistan, if (a) he at any time
held Indian passport; or (b) he or either of his parents or
any of his grand parents was a citizen of India by virtue
of the Constitution of India or the Citizenship Act, 1955
(57 of 1955); or (c) the person is a spouse of an Indian
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citizen or a person referred to in sub-clause (a) or (b);

POA Power of Attorney
Purchase /| Subscription to / Purchase of Units of the Scheme.
Subscription

Purchase Price

The price (being Applicable NAV plus Entry Load) at
which the Units can be purchased and calculated in the
manner provided in this Offer Document.

RBI Reserve Bank of India.

Registrar Computer Age Management Services Private Limited
registered under the SEBI (Registrar to an Issue and
Share Transfer Agents) Regulations, 1993, appointed as
the registrar and transfer agent for the Scheme, or any
other registrar that may be appointed by the AMC.

Redemption Repurchase of Units by the Scheme from a Unit Holder in

the manner provided in the Offer Document.

Redemption Price

The price (being Applicable NAV minus Exit Load /

CDSC) at which the Units can be redeemed and
calculated in the manner provided in this Offer
Document.

RTGS Real Time Gross Settlement.

Scheme Lotus India Monthly Interval Fund

SEBI Securities and Exchange Board of India established under
the SEBI Act, 1992.

SEBI Act Securities and Exchange Board of India Act, 1992.

SEBI Regulations/ | Securities and Exchange Board of India (Mutual Funds)

Regulations Regulations, 1996 as amended from time to time,
including by way of circulars or notifications issued by
SEBI and the Government of India.

SEFT Special Electronic Funds Transfer.

Sponsor Alexandra Fund Management Pte Ltd being the settler of
Lotus India Mutual Fund.

Switch Sale of a Unit in one Scheme / Plan / Option against

purchase of a Unit in another Scheme /Plan / Option.
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Systematic Investment
Plan / SIP

A facility enabling investors to save and invest in the
Scheme on a monthly or quarterly basis by submitting
post-dated cheques / payment instructions.

Systematic Withdrawal
Plan / SWP

A facility enabling Unit Holders to withdraw amounts
from the Scheme on a monthly or quarterly basis by
giving a single instruction.

Transaction Slip

A form meant to be used by Unit Holders seeking
additional Purchase or Redemption of Units in the
Scheme, change in bank account details, switch-in or
switch-out and such other facilities offered by the AMC
and mentioned in Transaction Slips.

Trustee/ Trustee | Lotus India Trustee Company Private Limited, a company

Company set up under the Companies Act 1956, to act as the
Trustee to Lotus India Mutual Fund.

Trust Deed The Trust Deed dated April 27, 2006 made by and
between the Sponsor and the Trustee, establishing Lotus
India Mutual Fund, as amended from time to time.

Trust Fund Amounts settled / contributed by the Sponsor towards the
corpus of Lotus India Mutual Fund and additions /
accretions thereto.

Unit The interest of an investor, which consists of one

undivided share in the net assets of the Scheme.

Unit Holder

A person holding Units of the Scheme of Lotus India
Mutual Fund offered under this Offer Document.

Valuation Day

Business Day

Interpretation

For all purposes of this Offer Document, except as otherwise expressly provided or
unless the context otherwise requires:

o The terms defined in this Offer Document include the plural as well as the
singular.

J Pronouns having a masculine or feminine gender shall be deemed to include
the other.

° All references to "US$" refer to United States Dollars, "S$" refer to

Singapore Dollars and "Rs." refer to Indian Rupees. A "Crore" means "ten
million" and a "Lakh" means a "hundred thousand".

o References to times of day (i.e. a.m. or p.m.) are to Mumbai (India) times
and references to a day are to a calendar day including non Business Day.
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RISK FACTORS

A.

Standard Risk Factors

Mutual funds and securities investments are subject to market risks and
there is no assurance or guarantee that the objectives of the Scheme
will be achieved.

As with any investment in securities, the NAV of the Units issued
under the Scheme can go up or down depending on the factors and
forces affecting the capital markets.

Past performance of the Sponsor, Mutual Fund, AMC or any associates
of the Sponsor / AMC does not indicate the future performance of the
Scheme of the Mutual Fund.

Lotus India Monthly Interval Fund is the name of the Scheme and does
not in any manner indicate either the quality of the Scheme or its future
prospects and returns.

The Scheme shall have a minimum of 20 investors and no single
investor shall account for more than 25% of the corpus of the
Scheme/Plan(s). The above conditions are required to be complied
immediately after the close of the New Fund Offer and at the end of
each Specified Transaction Period. In case of non-fulfillment of either
of the above two conditions, the investors’ money will be refunded
immediately after the closure of the new fund offer and/or at the end of
each Specified Transaction Period and schemes /plan(s) shall be wound
up by following the guidelines laid down by SEBI. In case of the non-
fulfillment with the condition of 25% holding by a single investor, the
allotment would be effective only to the extent of 25% and the
exposure over 25% limit will lead to refund within 6 weeks of the date
of the closure of the New Fund offer.

Scheme Specific Risk Factors

The Scheme may not be able to invest in the suitable securities falling
within its investment parameters leading the Scheme to hold the monies
collected in cash or cash equivalent or invest the same in other suitable
securities leading to substantial reduction in the earning capability of
the Scheme.

In the event of an inordinately large number of redemption requests, the
Scheme may face an asset-liability mismatch requiring the investment
manager to make a distress sale of the securities leading to realignment
of the portfolio consequently resulting in investment in lower yield
instruments.

Securities, which are not quoted on the stock exchanges, are inherently
illiquid in nature and carry a larger amount of liquidity risk, in
comparison to securities that are listed on the exchanges or offer other
exit options to the investors, including put option. Within the
regulatory limit, the AMC may choose to invest in unlisted securities
that offer attractive yields. This may however increase the risk of the
portfolio.

Investment decisions made by the AMC may not always be profitable.
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Changes in Government Policy in general and changes in tax benefits
applicable to mutual funds may impact the returns to investors in the
Scheme

Risk Factors associated with Securitised Debts
Generally available Asset Classes for securitisation in India

Commercial Vehicles

Auto and Two wheeler pools

Mortgage pools (residential housing loans)
Personal Loan, credit card and other retail loans
Corporate loans/receivables

In terms of specific risks attached to securitisation, each asset class
would have different underlying risks, however, residential mortgages
are supposed to be having lower default rates as an asset class. On the
other hand, repossession and subsequent recovery of commercial vehicles
and other auto assets is fairly easier and better compared to mortgages.
Some of the asset classes such as personal loans, credit card receivables
etc., being unsecured credits in nature, may witness higher default rates.
As regards corporate loans/receivables, depending upon the nature of the
underlying security for the loan or the nature of the receivable the risks
would correspondingly fluctuate. However, the credit enhancement
stipulated by rating agencies for such asset class pools is typically much
higher and hence their overall risks are comparable to other AAA rated
asset classes.

The rating agencies have an elaborate system of stipulating margins, over
collateralisation and guarantee to bring risk limits in line with the other
AAA rated securities. It is relevant to note here that predominantly the
scheme intends to invest in only AAA rated securitised debt. This
compares favourably with a portfolio which is constructed on the basis of
AA rated securitised debt.

Some of the factors, which are typically analyzed for any pool, are as follows:

Size of the loan: generally indicates the kind of assets financed with loans.
Also indicates whether there is excessive reliance on very small ticket
size, which may result in difficult and costly recoveries. To illustrate, the
ticket size of housing loans is generally higher than that of personal
loans. Hence in the construction of a housing loan asset pool for say
Rs.1,00,00,000/- it may be easier to construct a pool with just 10 housing
loans of Rs.10,00,000 each rather than to construct a pool of personal
loans as the ticket size of personal loans may rarely exceed Rs.5,00,000/-
per individual. Also to amplify this illustration further, if one were to
construct a pool of Rs.1,00,00,000/- consisting of personal loans of
Rs.1,00,000/- each, the larger number of contracts (100 as against one of
10 housing loans of Rs.10 Lakh each) automatically diversifies the risk
profile of the pool as compared to a housing loan based asset pool.
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Average original maturity of the pool: This indicates the original
repayment period and whether the loan tenors are in line with industry
averages and borrower’s repayment capacity. To illustrate, in a car pool
consisting of 60 month contracts, the original maturity and the residual
maturity of the pool viz. number of remaining installments to be paid
gives a better idea of the risk of default of the pool itself. If in a pool of
100 car loans having original maturity of 60 months, if more than 70% of
the contracts have paid more than 50% of the installments and if no
default has been observed in such contracts, this is a far superior
portfolio than a similar car loan pool where 80% of the contracts have
not even crossed 5 installments.

Loan to Value Ratio: Indicates how much % value of the asset is financed
by borrower’s own equity. The lower LTV, the better it is. This Ratio
stems from the principle that where the borrowers own contribution of
the asset cost is high; the chances of default are lower. To illustrate for a
Truck costing Rs.20 lakh, if the borrower has himself contributed Rs.10
lakh and has taken only Rs.10 lakh as a loan, he is going to have lesser
propensity to default as he would lose an asset worth Rs.20 lakh if he
defaults in repaying an installment. This is as against a borrower who
may meet only Rs.2 lakh out of his own equity for a truck costing Rs.20
lakh. Between the two scenarios given above, the latter would have
higher risk of default than the former.

Average seasoning of the pool: This indicates whether borrowers have
already displayed repayment discipline. To illustrate, in the case of a
personal loan, if a pool of assets consist of those who have already
repaid 80% of the installments without default, this certainly is a
superior asset pool than one where only 10% of installments have been
paid. In the former case, the portfolio has already demonstrated that the
repayment discipline is far higher.

Default rate distribution: This indicates how much % of the pool and
overall portfolio of the originator is current, how much is in 0-30 DPD
(days past due), 30-60 DPD, 60-90 DPD and so on. The rationale here is
very obvious, as against 0-30 DPD, the 60-90 DPD is certainly a higher
risk category.

Unlike in plain vanilla instruments, in securitisation transactions it is
possible to work towards a target credit rating, which could be much
higher than the originator’s own credit rating. This is possible through a
mechanism called ‘Credit enhancement’. The purpose of credit
enhancement is to ensure timely payment to the investors, if the actual
collection from the pool of receivables for a given period is short of the
contractual payouts on securitisation. Securitisations are normally non-
recourse instruments and therefore, the repayment on securitisation
would have to come from the underlying assets and the -credit
enhancement. Therefore, the rating criteria centrally focus on the quality
of the underlying assets.
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World over, the quality of credit ratings is measured by default rates and
stability. An analysis of rating transition and default rates, witnessed in
both international and domestic arena, clearly reveals that structured
finance ratings have been characterized by far lower default and
transition rates than that of plain vanilla debt ratings. Further,
internationally, in case of structured finance ratings, not only are the
default rates low but post default recovery is also high.

In the Indian scenario, also, more than 95% of issuances have been AAA
rated issuances indicating the strength of the underlying assets as well as
adequacy of credit enhancement.

Investment exposure of the Scheme with reference to Securitised Debt:

e The Scheme will predominantly invest only in those securitisation issuances
which have AAA rating indicating the highest level of safety from credit risk
point of view at the time of making an investment. The Scheme will not invest
in foreign securitized debt.

e The Scheme may invest in various types of securitisation issuances, including
but not limited to Asset Backed Securitisation, Mortgage Backed
Securitisation, Personal Loan Backed Securitisation, Collateralized Loan
Obligation / Collateralized Bond Obligation and so on.

e The Scheme does not propose to limit its exposure to only one asset class or to
have asset class based sub-limits as it will primarily look towards the AAA
rating of the offering.

e The Scheme will conduct an independent due diligence on the cash margins,
collateralisation, guarantees and other credit enhancements and the portfolio
characteristic of the securitisation to ensure that the issuance fits in to the
overall objective of the investment in high investment grade offerings
irrespective of underlying asset class.

Risk Factors specific to investments in Securitised Papers:

Types of Securitised Debt vary and carry different levels and types of risks. Credit
Risk on Securitised Bonds depends upon the Originator and varies depending on
whether they are issued with Recourse to Originator or otherwise. Even within
securitised debt, AAA rated securitised debt offers lesser risk of default than AA
rated securitised debt. A structure with Recourse will have a lower Credit Risk
than a structure without Recourse.

Underlying assets in Securitised Debt may assume different forms and the general
types of receivables include Auto Finance, Credit Cards, Home Loans or any such
receipts, Credit risks relating to these types of receivables depend upon various
factors including macro economic factors of these industries and economies.
Specific factors like nature and adequacy of property mortgaged against these
borrowings, nature of loan agreement/ mortgage deed in case of Home Loan,
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adequacy of documentation in case of Auto Finance and Home Loans, capacity of
borrower to meet its obligation on borrowings in case of Credit Cards and
intentions of the borrower influence the risks relating to the asset borrowings
underlying the securitized debt.

Holders of the securitised assets may have low credit risk with diversified retail
base on underlying assets especially when securitised assets are created by high
credit rated tranches, risk profiles of Planned Amortisation Class tranches (PAC),
Principal Only Class Tranches (PO) and Interest Only class tranches (I0) will
differ depending upon the interest rate movement and speed of prepayment.

Unlike in plain vanilla instruments, in securitisation transactions, it is possible to
work towards a target credit rating, which could be much higher than the
originator’s own credit rating. This is possible through a mechanism called ‘Credit
enhancement’. The process of ‘Credit enhancement’ is fulfilled by filtering the
underlying asset classes and applying selection criteria, which further diminishes
the risks inherent for a particular asset class. The purpose of credit enhancement is
to ensure timely payment to the investors, if the actual collection from the pool of
receivables for a given period is short of the contractual payout on securitisation.
Securitisation is normally non-recourse instruments and therefore, the repayment
on securitisation would have to come from the underlying assets and the credit
enhancement. Therefore the rating criteria centrally focus on the quality of the
underlying assets.

The change in market interest rates — prepayments may not change the absolute
amount of receivables for the investors, but may have an impact on the re-
investment of the periodic cash flows that the investor receives in the securitised

paper.
Limited Liquidity & Price risk:

Presently, secondary market for securitised papers is not very liquid. There is no
assurance that a deep secondary market will develop for such securities. This
could limit the ability of the investor to resell them. Even if a secondary market
develops and sales were to take place, these secondary transactions may be at a
discount to the initial issue price due to changes in the interest rate structure.
Limited Recourse, Delinquency and Credit Risk:

Securitised transactions are normally backed by pool of receivables and credit
enhancement as stipulated by the rating agency, which differ from issue to issue.
The Credit Enhancement stipulated represents a limited loss cover to the
Investors. These Certificates represent an undivided beneficial interest in the
underlying receivables and there is no obligation of either the Issuer or the Seller
or the originator, or the parent or any affiliate of the Seller, Issuer and Originator.
No financial recourse is available to the Certificate Holders against the Investors’
Representative. Delinquencies and credit losses may cause depletion of the
amount available under the Credit Enhancement and thereby the Investor Payouts
may get affected if the amount available in the Credit Enhancement facility is not
enough to cover the shortfall. On persistent default of an Obligor to repay his
obligation, the Servicer may repossess and sell the underlying Asset. However
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many factors may affect, delay or prevent the repossession of such Asset or the
length of time required to realize the sale proceeds on such sales. In addition, the
price at which such Asset may be sold may be lower than the amount due from
that Obligor.

Risks due to possible prepayments: Weighted Tenor / Yield

Asset securitisation is a process whereby commercial or consumer credits are
packaged and sold in the form of financial instruments Full prepayment of
underlying loan contract may arise under any of the following circumstances;

e Obligor pays the Receivable due from him at any time prior to the scheduled
maturity date of that Receivable; or

e Receivable is required to be repurchased by the Seller consequent to its
inability to rectify a material misrepresentation with respect to that
Receivable; or

e The Servicer recognizing a contract as a defaulted contract and hence
repossessing the underlying Asset and selling the same

In the event of prepayments, investors may be exposed to changes in tenor and
yield.

Bankruptcy of the Originator or Seller

If originator becomes subject to bankruptcy proceedings and the court in the
bankruptcy proceedings concludes that the sale from originator to Trust was not a
sale then an Investor could experience losses or delays in the payments due. All
possible care is generally taken in structuring the transaction so as to minimize the
risk of the sale to Trust not being construed as a “True Sale”. Legal opinion is
normally obtained to the effect that the assignment of Receivables to Trust in trust
for and for the benefit of the Investors, as envisaged herein, would constitute a
true sale.

Bankruptcy of the Investor’s Agent

If Investor’s agent becomes subject to bankruptcy proceedings and the court in the
bankruptcy proceedings concludes that the recourse of Investor’s Agent to the
assets/receivables is not in its capacity as agent/Trustee but in its personal
capacity, then an Investor could experience losses or delays in the payments due
under the swap agreement. All possible care is normally taken in structuring the
transaction and drafting the underlying documents so as to provide that the assets/
receivables if and when held by Investor’s Agent is held as agent and in Trust for
the Investors and shall not form part of the personal assets of Investor’s Agent.
Legal opinion is normally obtained to the effect that the Investors Agent’s
recourse to assets/receivables is restricted in its capacity as agent and trustee and
not in its personal capacity.
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Credit Rating of the Transaction / Certificate

The credit rating is not a recommendation to purchase, hold or sell the Certificate
in as much as the ratings do not comment on the market price of the Certificate or
its suitability to a particular investor. There is no assurance by the rating agency
either that the rating will remain at the same level for any given period of time or
that the rating will not be lowered or withdrawn entirely by the rating agency.

Risk of Co-mingling

The Servicers normally deposit all payments received from the Obligors into the
Collection Account. However, there could be a time gap between collection by a
Servicer and depositing the same into the Collection account especially
considering that some of the collections may be in the form of cash. In this interim
period, collections from the Loan Agreements may not be segregated from other
funds of the Servicer. If the Servicer fails to remit such funds due to Investors, the
Investors may be exposed to a potential loss. Due care is normally taken to ensure
that the Servicer enjoys highest credit rating on stand alone basis to minimize Co-
mingling risk.

D. Risk Factors associated with securities Lending

The risks in lending portfolio securities, as with other extensions of
credit, consist of the failure of another party, in this case the approved
intermediary, to comply with the terms of agreement entered into
between the lender of securities i.e. the Scheme and the approved
intermediary. Such failure to comply with can result in the possible loss
of rights in the collateral put up by the borrower of the securities, the
inability of the approved intermediary to return the securities deposited
by the lender and the possible loss of any corporate benefits accruing to
the lender from the securities deposited with the approved intermediary.
The Mutual Fund may not be able to sell such lent securities and this can
lead to temporary illiquidity.

E. Risk Factors associated with the use of Derivatives

Derivatives products are leveraged instruments and can provide
disproportionate gains as well as disproportionate losses to the investor.
Execution of such strategies depends upon the ability of the fund
manager to identify such opportunities. Identification and execution of
the strategies to be pursued by the fund manager involve uncertainty and
decision of fund manager may not always be profitable. No assurance can
be given that the fund manager will be able to identify or execute such
strategies.

The risks associated with the use of derivatives are different from or

possibly greater than, the risks associated with investing directly in
securities and other traditional investments.
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As and when the schemes trade in the derivatives market there are risk
factors and issues concerning the use of derivatives that the investors
should understand. Derivative products are specialized instruments that
require investment techniques and risk analyses different from those
associated with stocks and bonds. The use of a derivative requires an
understanding not only of the underlying instrument but also of the
derivative itself. Derivatives require the maintenance of adequate
controls to monitor the transactions entered into, the ability to assess the
risk that a derivative adds to the portfolio and the ability to forecast price
or interest rate movements correctly. There is the possibility that a loss
may be sustained by the portfolio as a result of the failure of another
party (usually referred to as the “counter party”) to comply with the
terms of the derivatives contract. Other risks in using derivatives include
the risk of mis-pricing or improper valuation of derivatives and the
inability of derivatives to correlate perfectly with underlying assets, rates
and indices. Thus, derivatives are highly leveraged instruments. Even a
small price movement in the underlying security could have a large
impact on their value. Also, the market for derivative instruments is
nascent in India.

Special Considerations

The Sponsor is not responsible or liable for any loss resulting from the
operation of the Scheme beyond the initial contribution of an amount of
Rs.100,000/- (Rupees One lakh only) collectively made by them
towards setting up the Fund or such other accretions and additions to
the initial corpus set up by the Sponsor.

Neither this Offer Document nor the Units have been registered in any
jurisdiction. The distribution of this Offer Document in certain
jurisdictions may be restricted or totally prohibited and accordingly,
persons who come into possession of this Offer Document are required
to inform themselves about, and to observe, any such restrictions.

Prospective investors should review / study this Offer Document
carefully and in its entirety and shall not construe the contents hereof
or regard the summaries contained herein as advice relating to legal,
taxation, or financial / investment matters and are advised to consult
their own professional advisor(s) as to the legal, tax, financial or any
other requirements or restrictions relating to the subscription, gifting,
acquisition, holding, disposal (by way of sale, switch or Redemption or
conversion into money) of Units and to the treatment of income (if
any), capitalisation, capital gains, any distribution, and other tax
consequences relevant to their subscription, acquisition, holding,
capitalisation, disposal (by way of sale, transfer, switch or conversion
into money) of Units within their jurisdiction of nationality, residence,
incorporation, domicile etc. or under the laws of any jurisdiction to
which they or any managed funds to be used to Purchase / gift Units are
subject, and also to determine possible legal, tax, financial or other
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consequences of subscribi