1.

AUDITORS’ REPORT TO THE SHAREHOLDERS.

We have audited the attached Balance Sheet of SBI Funds Management Private
Limited as at March 31, 2008, the Profit and Loss account and also the Cash flow
statement for the year ended on that date annexed thereto. These financial statements
are the responsibility of the company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
India. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As required by the Companies (Auditor’s Report) Order, 2003 issued by the Central
Government of India in terms of Section 227(4A) of the Companies Act, 1956, we give

in Annexure, a Statement on the matters specified in paragraphs 4 and 5 of the said
Order.

Further to our comments in the Annexure referred to in paragraph 3 above, we report
that:

a)  We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purposes of our audit;

b)  In our opinion, proper books of account as required by law have been kept by the
Company so far as appears from our examination of those books;

c) The Balance Sheet , Profit and Loss account and the Cash Flow Statement dealt
with by this report are in agreement with the books of account;

d) In our opinion, the Balance Sheet, Profit and Loss account and the Cash Flow
Statement dealt with by this report comply with the Accounting Standards
referred to in sub-section (3C) of Section 211 of the Companies Act, 1956.

e) On the basis of written representations received from the directors, as on March
31 2008, and taken on record by the Board of Directors, we report that none of
the directors is disqualified as on March 31, 2008 from being appointed as a
director in terms of clause (g) of sub-section (1) of section 274 of the Companies
Act, 1956.



In our opinion and to the best of our information and according to the
explanations given to us, the said accounts, read together with the notes thereon,
give the information required by the Companies Act, 1956, in the manner so
required and give a true and fair view in conformity with the accounting
principles generally accepted in India:

1) in the case of the Balance Sheet, of the state of affairs of the Company as at
March 31, 2008;

i1) in the case of the Profit and Loss account, of the profit for the year ended
on that date; and

1) in the case of the Cash Flow Statement, of the cash flows for the year ended
on that date.

For Deloitte Haskins & Sells. For Khandelwal Jain & Co
Chartered Accountants Chartered Accountants
Sd/- Sd/-

R. LAXMINARAYAN PANKAJ JAIN

Partner Partner

Membership No: 33023 Membership No: 048850
Mumbai

Dated: April 26, 2008



ANNEXURE TO THE AUDITORS’ REPORT

Referred to in Paragraph 3 of our report of even date on the accounts for the year ended
March 31, 2008 of SBI Funds Management Private Limited.

The nature of the Company’s activities during the year has been such that clauses (i1), (viii)
and (xiii) of Paragraph 4 of the Order are not applicable to the Company for the year.

(1) In respect of its fixed assets:

(a) The Company has maintained proper records showing full particulars
including quantitative details and situation of fixed assets.

(b) Fixed assets were physically verified during the year by the management in
accordance with a programme of verification, which in our opinion, provides
for physical verification of all the fixed assets at reasonable intervals.
According to the information and explanations given to us no material
discrepancies were noticed on such verification.

(c) The Company has not disposed off substantial part of its fixed assets during
the year.

(i1) According to the information and explanations given to us the Company has neither
granted nor taken any loans, secured or unsecured, to or from companies, firms or
other parties covered in the register maintained under section 301 of the Companies
Act 1956.

In view of what has been stated above, reporting requirements under sub-clauses
(b), (¢), (d), (f) and (g) of clause (iii) of paragraph 4 of the Order are not applicable
to the Company for the year.

(iii)  In our opinion and according to the information and explanations given to us, there
are adequate internal control systems commensurate with the size of the Company
and the nature of its business with regard to purchase of fixed assets and sale of
goods and services. During the course of our audit, no major weakness has been
noticed in the aforesaid internal control systems.

(iv)  To the best of our knowledge and belief and according to the information and
explanations given to us, we report that there are no particulars of contracts or
arrangements referred to in section 301 of the Companies Act, 1956 that need to be
entered into the register maintained under section 301 of the Companies Act, 1956.

(v) The Company has not accepted any deposits from the public during the year.



(vi)

(vii)

(viii)

(ix)

x)

(xi)

(xii)

In our opinion, the internal audit function carried out during the year by a firm of
Chartered accountants is commensurate with the size of the Company and the
nature of its business.

According to the information and explanations given to us in respect of statutory
and other dues:

(@) The Company has been regular in depositing undisputed statutory dues,
including Provident Fund, Investor Education and Protection Fund,
Employees’ State Insurance, Income-tax, Sales-tax, Wealth Tax, Service Tax
Custom Duty, Excise Duty, cess and any other material statutory dues as
applicable with the appropriate authorities during the year.

(b) No undisputed amounts payable in respect of Income Tax ,Wealth Tax,
Service Tax, Investor Education and Protection Fund, Sales Tax were
outstanding as at March 31, 2008 for a period of more than six months from
the date they became payable.

(c) There are no dues of Income tax, Sales Tax, Wealth Tax, Service Tax,
Customs duty, Excise duty and Cess, which have not been deposited on
account of any dispute.

The company has no accumulated losses as at 31% March, 2008 and has not
incurred any cash loss during the financial year ended on that date and in the
immediately preceding financial year.

In our opinion and according to the information and explanations given to us, the
company did not have any dues to a financial institution or bank or debenture
holders.

According to the information and explanations given to us, the Company has not
granted any loans and advances on the basis of security by way of pledge of shares,
debentures and other securities.

Based on our examination of the records and evaluation of the related internal
controls, the Company has maintained proper records of transactions and contracts
in respect of its dealing in shares, securities, debentures and other investments and
timely entries have been made therein. The aforesaid securities have been held by
the Company in its own name, except to the extent of the exemption granted under
Section 49 of the Companies Act, 1956.

According to the information and explanations given to us, the Company has not
given any guarantee for loans taken by others from banks or financial institutions.



(xiii)

(xiv)

(xv)
(xvi)
(xvii)

(xviii)

To the best of our knowledge and belief and according to the information and
explanations given to us, there have been no term loans availed during the year.

According to the information and explanations given to us and on an overall
examination of the Balance sheet and other records of the company, we report that
no funds raised on short-term basis have been used for long term investment.

The Company has not made any preferential allotment of shares during the year.
The company has not issued any debentures during the year.

The Company has not raised any money by public issues during the year.

To the best of our knowledge and belief and according to the information and

explanations given to us, no fraud on or by the Company was noticed or reported
during the year.

For Deloitte Haskins & Sells. For Khandelwal Jain & Co
Chartered Accountants Chartered Accountants
Sd/- Sd/-

R. Laxminarayan Pankaj Jain

Partner Partner

Membership No: 33023 Membership No: 048850
Mumbai

Dated: April 26, 2008



SBI FUNDS MANAGEMENT PRIVATE LIMITED

BALANCE SHEET AS AT MARCH 31, 2008

SOURCES OF FUNDS

Shareholders' Funds
Capital
Reserves and Surplus

Deferred Tax Liability (Net)

APPLICATION OF FUNDS

Fixed Assets
Gross block
Less : Depreciation
Net block

Deferred Tax Asset (Net)

Investments

Current Assets, Loans and Advances

Sundry debtors

Cash and bank balances
Other Current Assets
Loans and advances

Less: Current Liabilities and Provisions

Liabilities
Provisions

Net Current Assets

TOTAL

TOTAL

Significant Accounting Policies and Notes to the Accounts

As per our attached report of even date

For Deloitte Haskins & Sells
Chartered Accountants

Sd/-
R. Laxminarayan
Partner

Place: Mumbai
Dated:April 26, 2008

Schedules

0 3 N W

I,

As at
31.03.2008
Rs. Rs.

500,000,000
891,103,831

1,391,103,831

1,391,103,831
116,977,961
68,159,662

48,818,299

4,373,175

639,781,956
115,382,194
557,215,379
16,980,692
512,429,117
202,007,382
257,103,946
246,773,035
503,876,981

698,130,401

For Khandelwal Jain & Co
Chartered Accountants

Sdr-
Pankaj Jain
Partner

1,391,103,831

For and on behalf of the Board of Directors

Sdr-
O. P. Bhatt
Chairman

Sd/-
Didier Turpin

Dy. Chief Executive Officer

Place: Mumbai

Dated:April 26, 2008

As at
31.03.2007
Rs. Rs.
500,000,000
417,984,260
917,984,260
4,626,572
922,610,832
96,710,259
52,114,894
44,595,365
553,779,809
104,292,899
106,438,695
5,390,386
423,825,915
639,947,895
312,156,053
3,556,184
315,712,237
324,235,658
922,610,832
Sd-
Syed Shahabuddin

Managing Director

Sd/-
Ashutosh Vaidya
Company Secretary



SBI FUNDS MANAGEMENT PRIVATE LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2008

Schedules Rs.
INCOME:

Management Fees (Gross)

[Tax deducted at source Rs.185,571,462 (Previous year Rs.56,957,732)]

Portfolio Advisory Fee

[Tax deducted at source Rs.5,044 (Previous year Rs.2,260)]

Income from Investments 11
Other Income 12

EXPENDITURE:

Employee Costs 13
Administrative and other Expenses 14
Depreciation on fixed assets

Prior period expenditure 15

Profit before tax

Provision for taxes:
Current Tax
Deferred tax
Fringe Benefit Tax

(355,200,000)
(407,676)
(7,800,000)

Profit after tax

Balance brought forward from previous year
Profit available for appropriation

APPROPRIATIONS

Transfer to general reserve
Proposed Dividend

Interim Dividend paid
Corporate Dividend Tax
Surplus carried to Balance Sheet

Basic and diluted earnings per share [Refer note 14 of Schedule 16]
(Face Value per Share Rs. 100/-)

Significant Accounting Policies and Notes to the Accounts 16

As per our attached report of even date

For Deloitte Haskins & Sells
Chartered Accountants

For Khandelwal Jain & Co
Chartered Accountants

Sd/- Sd/-
R. Laxminarayan Pankaj Jain
Partner Partner

Place: Mumbai
Dated:April 26, 2008

Current Year
Rs.
1,561,166,455
101,647,064
25,285,710

163,695,783

1,851,795,012

313,700,649
450,815,241
17,801,953
2,342,270

784,660,113

1,067,134,899

(363,407,676)
703,727,223

209,237,647
912,964,870

71,500,000
168,000,000

28,551,600
644,913,270

912,964,870

140.75

Previous Year
Rs. Rs.
1,015,289,206
20,960,269

37,710,976
62,545,075

1,136,505,526

237,298,249
433,656,414
13,580,763
3,060,189

687,595,615

448,909,911

(145,000,000)
(547,718)
(5,600,000)
(151,147,718)

297,762,193

111,110,454

408,872,647

40,000,000
140,000,000
19,635,000
209,237,647

408,872,647

59.55

For and on behalf of the Board of Directors

Sdi- Sd-
O. P. Bhatt Syed Shahabuddin
Chairman Managing Director

Sd/- Sd/-
Didier Turpin Ashutosh Vaidya
Dy. Chief Executive Officer Company Secretary

Place: Mumbai
Dated:April 26, 2008



SBI FUNDS MANAGEMENT PRIVATE LIMITED

SCHEDULES ANNEXED TO AND FORMING PART OF THE BALANCE SHEET

SCHEDULE 1
SHARE CAPITAL

Authorised
5,000,000 Equity Shares of Rs.100 each

Issued, Subscribed and Paid Up
5,000,000 Equity Shares of Rs. 100 each fully paid up

TOTAL
Notes: Out of the above shares:
1. 31,50,000 shares are held by State Bank of India, the
Company's holding entity, and its nominees;

2. 20,00,000 shares are allotted as fully paid up bonus shares by
capitalisation of General Reserves

SCHEDULE 2

RESERVES AND SURPLUS

General Reserve

As per last Balance Sheet

Less:Adjustment towards provision for employee benefits as per
AS-15 (Revised). Refer note 4 of Schedule 16

Add: Transfer from Profit and Loss Account

Balance in profit and loss account

TOTAL

208,746,613

34,056,052

71500000

As at
31.03.2008
Rs.

500,000,000

500,000,000

500,000,000

246,190,561

644,913,270

891,103,831

As at
31.03.2007
Rs. Rs.

500,000,000

500,000,000

500,000,000

168,746,613

40,000,000

208,746,613
209,237,647

417,984,260



SBI FUNDS MANAGEMENT PRIVATE LIMITED

SCHEDULES ANNEXED TO AND FORMING PART OF THE BALANCE SHEET

SCHEDULE 3
FIXED ASSETS
(Amount in Rupees)
Particulars GROSS BLOCK (At Cost) DEPRECIATION / AMORTISATION NET BLOCK
As at Additions Deductions As at Upto For the Deductions Upto As at As at
01.04.2007 for the for the 31.03.2008 01.04.2007 Year for the 31.03.2008 31.03.2008 31.03.2007
year year year
A. Intangible Assets
Computer Software 15,243,626 2,345,388 - 17,589,014 9,757,416 2,944,949 - 12,702,365 4,886,649 5,486,210
Website Development Cost 2,032,000 - - 2,032,000 1,910,661 60,661 - 1,971,322 60,678 121,339
B. Tangible Assets
Leasehold Improvement 10,252,093 5,513,959 - 15,766,052 2,326,272 3,135,540 - 5,461,812 10,304,240 7,925,821
Computers 43,791,983 11,058,889 1,159,095 53,691,777 26,898,578 8,681,488 1,039,353 34,540,713 19,151,064 16,893,405
Motor Car 2,658,053 - - 2,658,053 1,027,282 422,206 - 1,449,488 1,208,565 1,630,771
Office Equipment 17,634,695 2,704,941 254,565 20,085,071 7,921,898 1,694,767 137,380 9,479,285 10,605,786 9,712,797
Furniture & Fixtures 5,097,809 807,573 749,388 5,155,994 2,272,787 862,342 580,452 2,554,677 2,601,317 2,825,022
TOTAL 96,710,259 22,430,750 2,163,048 | 116,977,961 52,114,894 17,801,953 1,757,185 68,159,662 48,818,299 44,595,365
Previous Year 72,588,851 26,256,797 2,135,389 96,710,259 40,523,515 13,580,763 1,989,384 52,114,894 44,595,365
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