




















  
As at As at

March 31, 2010 March 31, 2010 March 31, 2009
Schedule Rs. Rs. Rs. 

Sources of Funds

Shareholders' Fund :  
 Share Capital ' 1 ' 100,000,080         100,000,080         
 Reserves and Surplus ' 2A' 460,000,000         460,000,000         

Total 560,000,080      560,000,080      

Application of Funds  

Fixed Assets: ' 3 '  
 Gross Block 213,284,886        204,619,255         
 Less: Depreciation 144,876,421        122,580,140         

Less: Impairment Loss 5,923,987           5,923,987            
 Net Block 62,484,478           76,115,128          

Capital Advance 220,600               4,055,183            
62,705,078           80,170,311          

Investments '4 ' 55,098,819           28,487,678          

Current Assets, Loans and Advances:
 Sundry Debtors ' 5 ' 38,466,036          12,994,772          

Cash & Bank Balances ' 6 ' 1,162,123           1,127,651            
Loans & Advances ' 7 ' 167,897,974        145,062,869         

Total (A) 207,526,133        159,185,292         
     Less:  Current Liabilities and Provisions:  
 Current Liabilities ' 8 ' 64,050,422          24,723,139          
 Provisions ' 9 ' 1,065,557           2,513,968            

Total (B) 65,115,979          27,237,107          
Net Current Assets (A-B) : 142,410,154         131,948,185         

Debit Balance in Profit and Loss Account ' 2B ' 299,786,029         319,393,906         

Total 560,000,080      560,000,080      

Significant Accounting Policies and  
Notes forming part of the Accounts ' 15 '

Schedules '1' to '9' & '15' form part of the
Balance Sheet

 
In terms of our report attached.

For Deloitte Haskins & Sells For and on behalf of the Board
Chartered Accountants

 
Sd/- Sd/- Sd/-
Sanjiv V. Pilgaonkar M. M. Chitale Rajan Ghotgalkar
Partner Chairman Managing Director
Membership No. 39826

Sd/- Sd/-
Ritesh Jain Ashutosh Naik
Chief Financial Officer Company Secretary

Mumbai, July 08, 2010 Mumbai, July 08, 2010

Balance Sheet as at March 31, 2010
Principal Pnb Asset Management Company Private Limited



  
Year ended Year ended

March 31, 2010 March 31, 2009
Schedule Rs. Rs. 

Income
Management Fees ' 10 ' 381,252,402           209,618,814            
Interest and Dividend ' 11 ' 10,369                   2,239,760               
Other Income ' 12 ' 6,236,472              4,837,997               

387,499,243        216,696,571         

Expenses
Employee Cost ' 13 ' 202,727,313           195,128,353            
Administrative and Other Expenses ' 14 ' 147,757,267           410,518,003            
Depreciation and Amortisation 25,521,213             27,894,540              

376,005,793        633,540,896         

Profit / (Loss) before tax 11,493,450          (416,844,325)         
Less: Provision for Taxation
- Income Tax -                         -                         
- Income Tax for earlier years (8,114,427)             111,614                  
- Deferred Tax (Refer Schedule 15 Note B 8) -                         7,672,700               
- Fringe Benefit Tax -                         2,788,994               

Profit / (Loss) after tax 19,607,877          (427,417,633)         

Balance brought forward (390,706,933)          36,710,700              
Balance carried to Balance Sheet (371,099,056)       (390,706,933)         

Earnings per Share (Basic) (Refer Schedule 15 Note B 9)
[Face value Rs. 10/- per share] 1.96                      (42.74)                   

Significant Accounting Policies and  
Notes forming part of the Accounts ' 15 '

Schedules '10' to '15' form part of the
Profit and Loss Account.

 
In terms of our report attached.

For Deloitte Haskins & Sells For and on behalf of the Board
Chartered Accountants

 
Sd/- Sd/- Sd/-
Sanjiv V. Pilgaonkar M. M. Chitale Rajan Ghotgalkar
Partner Chairman Managing Director
Membership No. 39826

Sd/- Sd/-
Ritesh Jain Ashutosh Naik
Chief Financial Officer Company Secretary

Mumbai, July 08, 2010 Mumbai, July 08, 2010

Principal Pnb Asset Management Company Private Limited
Profit and Loss Account for the year ended March 31, 2010



  
As at As at

March 31, 2010 March 31, 2009
Rs. Rs.

Schedule 1 - Share Capital
Authorised:

15,000,000 equity shares of Rs. 10 each 150,000,000       150,000,000     
1,000,000 10% cumulative redeemable preference
                  shares of Rs. 100 each 100,000,000       100,000,000     
 250,000,000    250,000,000  

Issued, Subscribed and Paid-up :
10,000,008 equity shares of Rs. 10 each, fully paid up 100,000,080 100,000,080
[of the above 6,500,008 shares (Previous year: 6,500,008
shares) are held by Principal Financial Group (Mauritius)
Ltd, the holding company and its nominee. The ultimate
holding company is  Principal Financial Group Inc., USA]

100,000,080    100,000,080  

Schedule 2A - Reserves and Surplus
Securities Premium Account 400,000,000       400,000,000     

Capital Redemption Reserve 60,000,000         60,000,000       

General Reserve :
As per last Balance Sheet 71,313,027         71,313,027       
Add: Transferred during the year -                     -                  

71,313,027         71,313,027       
Debit Balance in Profit and Loss Account (as per contra) (71,313,027)       (71,313,027)     

-                     -                  

 460,000,000    460,000,000  

Schedule 2B - Debit Balance in Profit and Loss Account
Debit Balance transferred to Balance Sheet 371,099,056       390,706,933     
Less: Balance in General Reserve (as per contra) (71,313,027)       (71,313,027)     

Balance carried forward 299,786,029    319,393,906  

Principal Pnb Asset Management Company Private Limited
Schedules forming part of the Balance Sheet as at March 31, 2010



P
rin

cipal P
n

b A
sset M

an
agem

en
t C

om
pan

y P
rivate Lim

ited
Sch

edu
les form

in
g part of th

e B
alan

ce Sh
eet as at M

arch
 3

1
, 2

0
1

0

SC
H

ED
U

LE 3
 - FIX

ED
 A

SSETS:

 
D

ESC
R

IP
TIO

N
IM

P
A

IR
M

EN
T

N
ET   B

LO
C

K
O

pening as at
Additions

D
eletions

Closing as at
U

pto
For the

Adjustm
ents/

U
pto

As at
As at

As at
1-Apr-09

during the year
during the year

31-M
ar-10

1-Apr-09
Year

D
eductions

31-M
ar-10

31-M
ar-10

31-M
ar-10

31-M
ar-09

IN
TA

N
G

IB
LE

Asset M
anagem

ent R
ights

91,655,275
      

-
                    

-
                

91,655,275
         

43,063,658
   

8,344,739
         

-
                  

51,408,397
         

5,923,987
        

34,322,891
        

42,667,630
      

Com
puter Softw

are
5,852,983

         
9,520,198

           
-

                
15,373,181

         
4,264,001

     
2,861,718

         
-

                  
7,125,719

          
-

                 
8,247,462

          
1,588,982

        

TA
N

G
IB

LE

Furniture &
 Fixtures

10,697,280
      

17,600
               

-
                

10,714,880
         

7,950,996
     

1,754,806
         

-
                  

9,705,802
          

-
                 

1,009,078
          

2,746,284
        

O
ffice Equipm

ent
18,248,648

      
333,411

              
-

                
18,582,059

         
15,031,184

   
2,171,451

         
-

                  
17,202,635

         
-

                 
1,379,424

          
3,217,464

        

Com
puters

38,478,533
       

2,726,795
           

770,550
         

40,434,778
         

33,180,913
   

3,618,672
         

770,550
           

36,029,035
         

-
                 

4,405,743
          

5,297,620
        

Leasehold Im
provem

ents
24,703,246

       
-

                    
-

                
24,703,246

         
11,555,001

   
3,888,578

         
-

                  
15,443,579

         
-

                 
9,259,667

          
13,148,245

      

Electrical Installations
3,555,244

         
-

                    
-

                
3,555,244

          
2,248,395

     
876,904

           
-

                  
3,125,299

          
-

                 
429,945

            
1,306,849

        

M
otor Cars 

11,428,046
      

-
                    

3,161,823
      

8,266,223
          

5,285,992
     

2,004,345
         

2,454,382
         

4,835,955
          

-
                 

3,430,268
          

6,142,054
        

TO
TA

L
204,619,255

    
12,598,004

         
3,932,373

      
213,284,886

       
122,580,140

  
25,521,213

       
3,224,932

         
144,876,421

       
5,923,987

        
62,484,478

        
76,115,128

      
 

 
P

R
EV

IO
U

S Y
EA

R
'S TO

TA
L

205,239,962
    

20,666,921
         

21,287,628
     

204,619,255
       

111,573,131
  

27,894,540
       

16,887,531
       

122,580,140
       

5,923,987
        

76,115,128
        

 

(A
m

ou
n

t in
 R

s.)

D
EP

R
EC

IA
TIO

N
 

G
R

O
SS   B

LO
C

K
 



SCHEDULE - 4 (Refer Schedule 15 Note B 5) Face As at As at
Nos. Value March 31, 2010 March 31, 2009

INVESTMENTS Rs. Rs. Rs.
(Current, Non trade, Unquoted)

Units of  Principal Mutual Fund :

Principal Cash Management Fund - Liquid Option - Growth Plan 20,910.836             10      351,859                   151,318                   
(9,333.216)           

Principal Cash Management Fund - Liquid Option - Institutional Plan - Growth 
Plan 259,334.157           10      3,731,621                3,326,360                

(244,365.923)        

Principal Floating Rate Fund FMP - Institutional Option - Growth Plan 3,510,142.043      10    51,015,339              9,000,000              
(647,654.411)        

Principal Income Fund - Short Term Institutional Plan - Growth Plan -                      10    -                          7,000,000              
(468,898.624)        

Principal Ultra Short Term Fund - Institutional Option - Growth Plan -                      10    -                          9,000,000              
(797,335.129)        

Principal Money Manager Fund - Regular Option - Growth Plan -                      10    -                          10,000                   
(925.566)              

55,098,819            28,487,678          

Net asset value of units of Mutual Fund. 55,433,066            28,701,777          

Aggregate Book Value of unquoted Investments 55,098,819            28,487,678          

Footnote: 
Figures in brackets represent units for the previous year.

Principal Pnb Asset Management Company Private Limited
Schedules forming part of the Balance Sheet as at March 31, 2010



  As at As at
March 31, 2010 March 31, 2009

Rs. Rs.

Schedule 5 - Sundry Debtors (Unsecured, Considered Good) :
Outstanding for less than six months 38,466,036          12,994,772             
 38,466,036      12,994,772          

Schedule 6 - Cash and Bank Balances :
Cash on Hand 121,681              113,575                 
Balances with Scheduled Banks :
        In Current Accounts 1,040,442           1,014,076              

1,162,123        1,127,651            

Schedule 7 - Loans and Advances (Unsecured, Considered Good unless otherwise stated) :
Advances recoverable in cash or in kind or for value to be received
Considered good 14,539,707          32,413,670             
Considered doubtful of recovery 1,798,095           271,176                 

16,337,802          32,684,846             
Less: Provision 1,798,095           271,176                 

14,539,707          32,413,670             
Deposits 40,473,189          40,414,587             
Advance Income Tax (net of Provisions) 111,945,165       71,293,809             
Advance Fringe Benefit Tax (net of Provisions) 939,913              940,803                 

167,897,974    145,062,869        

Schedule 8 - Current Liabilities :
Sundry Creditors
  Dues to Micro and Small Enterprises -                     -                        
  Other Creditors 20,920,219 7,984,769              
Other Liabilities 43,130,203 16,738,370             
(Refer Schedule 15 Note B 10)

64,050,422      24,723,139          

Schedule 9 - Provisions :
Provision for Income Tax (net of Advance) 84,768                1,445,874              
Provision for Compensated Absences (Refer Schedule 15 Note B 14) 799,607              886,912                 
Provision for Gratuity (Refer Schedule 15 Note B 14) -                     -                        
Provision for Fringe Benefit Tax (net of Advance) 181,182              181,182                 

1,065,557        2,513,968            
 

Principal Pnb Asset Management Company Private Limited
Schedules forming part of the Balance Sheet as at March 31, 2010



  
Year ended Year ended

March 31, 2010 March 31, 2009
Rs. Rs.

Schedule 10 - Management Fees
Fees from Mutual Fund Operations 380,890,506      209,083,101      
(Including tax deducted at source Rs. 33,226,012, 
Previous year: Rs. 26,639,108)
Fees from Portfolio Management and Advisory Services Operations 361,896            535,713            
(Including tax deducted at source Rs. Nil
Previous year: Rs. Nil)

381,252,402  209,618,814  

Schedule 11 - Interest and Dividend
Dividend income -                   2,235,273         
Other Interest 10,369              4,487               

10,369            2,239,760       

Schedule 12 - Other Income
Profit on sale/redemption of Investments (net) 2,667,853          4,812,066         
(includes reversal of provision for diminution in value of current investments
of Rs.Nil (Previous year: Rs. 8,734,672) booked in the earlier year)
Profit on sale of fixed assets (net) 40,737              -                   
Miscellaneous other income (Refer Schedule 15 Note B 11) 3,527,882          25,931              

6,236,472       4,837,997       

Schedule 13 - Employee cost
Salary, bonus and allowances 185,647,043      174,839,743      
(net of write back of excess provision of Rs. Nil (Previous year: Rs. 6,816,269))
Contribution to Provident and Other Funds 10,170,976        11,707,224       
Welfare Expenses 6,909,294          8,581,386         

202,727,313  195,128,353  

Schedule 14 - Administrative and other expenses (Refer Schedule 15 Note B 1(b) and B 12)
Rent 45,547,978        87,117,465       
Electricity 5,880,677          7,855,612         
Repairs and Maintenance
      Office Equipments 3,978,112          2,990,213         
      Others 9,269,073          4,968,551         
Travel and Entertainment 20,701,581        21,735,958       
Admin and Office Support Cost 10,916,431        17,855,795       
Legal and Professional Fees 3,585,946          3,200,953         
Auditors' Remuneration: (net of service tax)
       Audit Fees 450,000            350,000            
       For Tax Audit 100,000            108,000            
       For Other Services 100,000            100,000            
      Out of Pocket Expenses 9,666                4,900               
Computer Expenses 6,597,290          7,144,614         
Telecommunication Expenses 8,022,683          10,786,906       
Subscription to Databases, Books & Periodicals 9,206,072 5,821,482         
Printing, Stationery, Postage and Courier 1,841,356          2,342,232         
Advertisement and Publicity 2,686,940          1,893,347         
Membership/Registration fees 582,544            955,163            
Scheme Administration Expenses 8,383,259          218,542,963      
Insurance Expenses 657,794            1,376,903         
Rates and Taxes 209,494            929,771            
SEBI Filing Fees 1,146,515          6,287,283         
Loss on sale of fixed assets (net) -                   1,412,761         
Miscellaneous Expenses 7,883,856          6,737,131         

147,757,267  410,518,003  

Principal Pnb Asset Management Company Private Limited
Schedules forming part of the Profit and Loss Account for the year ended March 31, 2010



Balance Sheet Abstract and Company's General Business Profile (Part IV)

I. Registration Details :
Registration No. 64092 State Code 11

Balance Sheet Date 31 03 2010
Date Month Year

II. Capital raised during the year  (in Rs.'000) : 
Public Issue Rights Issue Bonus Issue Private Placement

NIL NIL NIL NIL

III. Position of Mobilisation and Deployment of Funds  (in Rs.'000) :
Total Liabilities Total Assets

260,214                  260,214        

Sources of Funds :
Paid Up Capital Reserves & Surplus Secured Loans Unsecured Loans

100,000                  160,214        NIL NIL

Application of Funds :
Net Fixed Assets Investment Net Current Assets Misc.Expenditure

62,705                    55,099         142,410   NIL

IV Performance of Company : 
Total Income Total Expenditure Profit Before Tax Profit After Tax

387,499                  376,006        11,493     19,608               

Earning per share (in Rs.) Dividend Rate %
1.96                       -

V Generic Names of Three Principal Products/Services of the Company (as per monetary terms):
Item Code Number (ITC Code): Not Applicable
Product Description               : Asset Management Company

For and on behalf of the Board

Sd/- Sd/-
M. M. Chitale Rajan Ghotgalkar
Chairman Managing Director

Sd/- Sd/-
Ritesh Jain Ashutosh Naik
Chief Financial Officer Company Secretary

Mumbai, July 08, 2010

Additional information as required under Part IV of Schedule VI to Companies Act, 1956
Principal Pnb Asset Management Company Private Limited



Principal Pnb Asset Management Company Private Limited 
Schedule ‘15’: Significant Accounting Policies and Notes forming part of the Accounts 

A. SIGNIFICANT ACCOUNTING POLICIES: 
 

1. Accounting concepts 
The financial statements are prepared as per historical cost convention and in accordance with 
the generally accepted accounting principles in India, the provisions of the Companies Act, 
1956, and the applicable accounting standards notified under the Companies (Accounting 
Standards) Rules, 2006. All income and expenditure having material bearing on the financial 
statements are recognised on accrual basis. 
 
The Company is a Small and Medium Sized Company (SMC) as defined in the General 
Instructions in respect of Accounting Standards notified under the Companies Act, 1956. 
Accordingly, the Company has complied with the Accounting Standards as applicable to a Small 
and Medium Sized Company.  

 
2. Use of estimates 

The presentation of the financial statements in conformity with the generally accepted 
accounting principles requires the management to make estimates and assumptions that affect 
the reported amount of assets and liabilities, revenues and expenses and disclosure of 
contingent liabilities. Such estimates and assumptions are based on management’s evaluation 
of relevant facts and circumstances as on the date of financial statements. The actual outcome 
may diverge from these estimates. 

  
3. Revenue recognition 

Investment management fees are recognised in accordance with the terms of contract between 
the Company and the Board of Trustees of Principal Mutual Fund and are in line with the 
Securities and Exchange Board of India ("SEBI") (Mutual Funds) Regulations, 1996 (SEBI 
Regulations) as amended from time to time, based on daily net asset value (excluding 
investments made by the Company in the schemes in accordance with SEBI Regulations). Such 
fees and other revenues received for performance of asset management are recognised as 
revenue when the service is performed. 
 
Portfolio Management Fees and Advisory Fees are recognised on an accrual basis at the time 
the services are rendered and an enforceable right to receive has arisen in accordance with 
terms of the contract between the Company and clients. 

 
4. Fixed assets and depreciation / amortisation 

 
(a) Tangible fixed assets and depreciation 

 
Tangible fixed assets acquired by the Company are reported at acquisition value, with 
deductions for accumulated depreciation and impairment losses, if any.  
 
The acquisition value includes the purchase price (excluding refundable taxes) and 
expenses directly attributable to the asset to bring it to the site and in the working 
condition for its intended use. Examples of directly attributable expenses included in the 
acquisition value are delivery and handling costs, installation, legal services and 
consultancy services.  
 
Depreciation is provided on a straight line basis at rates and in the manner specified in 
Schedule XIV to the Companies Act, 1956, unless the use of a higher rate is estimated by 
the Management. The Management has estimated the useful lives as under:  



Principal Pnb Asset Management Company Private Limited 
Schedule ‘15’: Significant Accounting Policies and Notes forming part of the Accounts 

  
Furniture and fixtures 4 years 
Office equipments 3 years 
Computers 3 years 
Electrical installations 4 years 
Motor cars 4 years 

    
Leasehold improvements are depreciated on a straight line basis over the primary period of 
lease if such period is lower than the period derived from corresponding rates specified in 
Schedule XIV. Assets individually costing less than Rs. 5,000 are fully depreciated in the 
year of purchase.  

 
(b) Intangible assets and amortisation 

Intangible assets other than goodwill are valued at cost less amortisation. These generally 
comprise of asset management rights acquired by the Company and costs incurred to 
acquire computer software licences and implement the software for internal use (including 
software coding, installation, testing and certain data conversion).  
 
Intangible assets are reported at acquisition value with deductions for accumulated 
amortisation and any impairment losses.  
 
Amortisation takes place on a straight line basis over the asset’s anticipated useful life 
estimated by the Management. The useful life is determined based on the period of the 
underlying contract and the period of time over which the intangible asset is expected to 
be used and generally does not exceed three years except in case of asset management 
rights, which are amortised over a period of ten years. 
 
An impairment test of intangible assets is conducted annually or more often if there is an 
indication of a decrease in value. The impairment loss, if any, is reported in the Profit and 
Loss Account. Where assets are impaired, the amortisation charge is adjusted so as to 
charge off the carrying value of such asset after adjusting the impairment in their value, 
over their respective remaining useful lives. 

 
5. Impairment of assets 

The carrying values of assets of the Company’s cash-generating units are reviewed for 
impairment annually or more often if there is an indication of decline in value. If any indication 
of such impairment exists, the recoverable amounts of those assets are estimated and 
impairment loss is recognised, if the carrying amount of those assets exceeds their recoverable 
amount. The recoverable amount is the greater of the net selling price and their value in use. 
Value in use is arrived at by discounting the estimated future cash flows to their present value 
based on appropriate discount factor. 

 
6. Investments and investment income 

Long term investments are valued at cost, less provision for diminution other than temporary, 
in value, if any. Current investments are valued at the lower of cost and fair value. Cost 
includes the purchase price and related expenses such as brokerage and stamp duties. 
 
The difference between the cost and the redemption / sale proceeds net of expenses is 
recognised in the profit and loss account. For calculation of profit/loss on investment, cost is 
calculated on first-in-first-out basis. 
 



Principal Pnb Asset Management Company Private Limited 
Schedule ‘15’: Significant Accounting Policies and Notes forming part of the Accounts 

Dividend income is accounted when the right to receive the income is established. 



Principal Pnb Asset Management Company Private Limited 
Schedule ‘15’: Significant Accounting Policies and Notes forming part of the Accounts 

7. Employee Benefits  
(a) Short Term 

A short term employee benefit is recognised as an expense at the undiscounted amount 
expected to be paid over the period of services rendered by the employees to the 
Company. 
 

(b) Long Term 
The Company has both defined-contribution and defined-benefit plans, of which some have 
assets in special funds or securities. The plans are financed by the Company and in the 
case of some defined contribution plans by the Company along with its employees. 
 

(c) Defined-contribution plans 
These are plans in which the Company pays pre-defined amounts to separate funds and 
does not have any legal or informal obligation to pay additional sums. These comprise of 
contributions to the employees’ provident fund and family pension fund. The Company’s 
payments to the defined-contribution plans are reported as expenses during the period in 
which the employees perform the services that the payment covers. 
 

(d) Defined-benefit plans  
Expenses for defined-benefit gratuity payment plans are calculated as at the balance sheet 
date by the Life Insurance Corporation of India (LIC) in a manner that distributes expenses 
over the employee’s working life. These commitments are valued at the present value of 
the expected future payments, with consideration for calculated future salary increases, 
using a discount rate corresponding to the interest rate estimated by LIC having regard to 
the interest rate on government bonds with a remaining term that is almost equivalent to 
the average balance working period of employees.  
 

(e) Other Employee Benefits 
Compensated absences which accrue to employees and which can be carried to future 
periods but are expected to be encashed or availed in twelve months immediately following 
the year end are reported as expenses during the year in which the employees perform the 
services that the benefit covers and the liabilities are reported at the undiscounted amount 
of the benefits after deducting amounts already paid. Where there are restrictions on 
availment of encashment of such accrued benefit or where the availment or encashment is 
otherwise not expected to wholly occur in the next twelve months, the liability on account 
of the benefit is actuarially determined using the projected unit credit method. 
 

8. Foreign currency translation 
Transactions in foreign currencies are translated to the reporting currency based on the 
exchange rate on the date of the transaction. Exchange differences arising on settlement 
thereof during the year are recognised as income or expenses in the Profit and Loss Account. 
 
Monetary assets and liabilities in foreign currencies as at the year end are valued at closing-
date rates, and unrealised translation differences are included in the Profit and Loss Account.  

 
9. Taxes on income 

Income taxes include tax payable in respect of taxable income for the year, fringe benefits tax, 
adjustment attributable to earlier periods and changes in deferred taxes. Valuation of all tax 
liabilities / receivables is conducted at nominal amounts and in accordance with enacted tax 
regulations and tax rates and in the case of deferred taxes, those that have been substantially 
enacted. 



Principal Pnb Asset Management Company Private Limited 
Schedule ‘15’: Significant Accounting Policies and Notes forming part of the Accounts 

 
Deferred tax is calculated to correspond to the tax effect arising when final tax is determined. 
Deferred tax corresponds to the net effect of tax on all timing differences which occur as a 
result of items being allowed for income tax purposes during a period different from when they 
were recognised in the financial statements. 
 
Deferred tax assets are recognised with regard to all deductible timing differences to the extent 
that it is probable that taxable profit will be available against which deductible timing 
differences can be utilised. When the Company carries forward unused tax losses and 
unabsorbed depreciation, deferred tax assets are recognised only to the extent there is virtual 
certainty backed by convincing evidence that sufficient future taxable income will be available 
against which deferred tax assets can be realised. 
 
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced 
by the extent that it is no longer probable that sufficient taxable profit will be available to allow 
all or a part of the aggregate deferred tax asset to be utilised. 
 

10. Scheme Administration Expenses 
Expenses of schemes of Principal Mutual Fund in excess of the stipulated rates are required to 
be borne by the Company, in accordance with the requirements of Securities and Exchange 
Board of India (Mutual Fund) Regulations, 1996, and as such, are charged to the Profit and 
Loss Account.  
 

11. Provisions and contingencies 
A provision is recognised when the Company has a present legal obligation as a result of past 
event and it is probable that an outflow of resources will be required to settle the obligation, in 
respect of which reliable estimate can be made.  Provisions (excluding retirement benefits) are 
not discounted to its present value and are determined based on best estimate required to 
settle the obligation at the balance sheet date. These are reviewed at each balance sheet date 
and adjusted to reflect the current best estimates. Contingent liabilities are not recognised, 
however adequate disclosure has been made for the same. A contingent asset is neither 
recognised nor disclosed. 
 

12. Operating leases 
 

Leases of assets whereby the lessor essentially remains the owner of the asset is classified as 
operating leases. The payments made by the Company as lessee in accordance with operational 
leasing contracts or rental agreements are expensed proportionally during the lease or rental 
period respectively. Any compensation, according to agreement, that the lessee is obliged to 
pay to the lessor if the leasing contract is terminated prematurely is expensed during the period 
in which the contract is terminated. 
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B. NOTES FORMING PART OF THE ACCOUNTS:  
 

1. Managerial Remuneration 

(a) Director’s Remuneration (including Managing Director’s and Chief Executive Officer’s 
remuneration) is as under: - 

                    (Amount in Rs.) 

Particulars 2009-2010 2008-2009 
Salaries and allowances 13,427,803 13,232,070

Contribution to Provident and Other Funds 507,010 549,636

Perquisites 64,248 Nil

Total 13,999,061 13,781,706

Provision for Gratuity and Compensated Absences is made in aggregate for the Company 
as a whole and the component attributed to the Director’s remuneration is not separately 
identifiable and has therefore not been included above. 
 

(b) Miscellaneous expenses include: - 

           (Amount in Rs.) 
Particulars 2009-2010 2008-2009 

Sitting Fees paid to Directors  315,000  270,000

  The above expenses do not include reimbursement of expenses. 

2. Expenditure in foreign currency: - 
          (Amount in Rs.) 

Particulars 2009-2010 2008-2009 
Travel Expenses 1,032,328 297,300

Staff Training Expenses 12,862  Nil

Subscription Expenses 318,990 Nil

Total 1,364,180         297,300 
 

3. Earnings in foreign exchange: - 
                     (Amount in Rs.) 

Particulars 2009-2010 2008-2009 
From Portfolio Management Services and Advisory Services 361,896 400,115 

 
4. Foreign Currency Exposures: 

The year end foreign currency exposures that were not hedged by derivative instruments or 
otherwise are given below: 
 

  
Particulars 2009-2010 2008-2009 

 Rs. USD. Rs. USD. 
Portfolio Management and Advisory Services 
Fees receivable 

90,000 2,006 60,090 1,228
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5. Statement of Purchase and Sale/Redemption of Investments for the year ended 
March 31, 2010: -  

 
  2009-2010 2008-2009 
Particulars of Investments 
(Current, Non Trade) 

No. of Units / 
Shares 

Cost (Rs.) No. of Units / 
Shares 

Cost (Rs.) 

(a) Sold out of acquisition of an 
earlier year  

 

     
Mutual Fund Units (Unquoted)     

     

• Principal Balanced Fund - Growth Plan - -  655,307.995   20,000,000 

• Principal Cash Management Fund-
Liquid Option - Instl. Plan-Growth 
Plan 

104,354.215 1,370,039 229,616.689 2,913,632 

• Principal Dividend Yield Fund - Growth 
Plan 

- -  401,284.109   7,500,000 

• Principal Floating Rate Fund FMP - 
Insti. Option - Dividend Reinvestment 
Daily 

- -  389,982.234   3,904,619 

• Principal Income Fund - Instl. Plan - 
Growth Accumulation Plan 

- -  10,862,012.043   146,441,715 

• Principal Index Fund - Growth Plan - -  239,696.784   8,000,000 

• Principal Large Cap Fund - Growth 
Plan 

- -  1,131,474.213   27,500,000 

• Principal Pnb Fixed Maturity Plan 
(FMP-42) 460 Days - Series IV – Feb 
08 - Institutional - Growth Plan 

- -  5,000,000.000   50,000,000 

• Principal Pnb Fixed Maturity Plan 
(FMP-44) 540 Days - Series II – Mar 
08 - Institutional - Growth Plan 

- -  8,000,000.000   80,000,000 

• Principal Pnb Fixed Maturity Plan 
(FMP-37) 385 Days - Series IV – Mar 
08 - Institutional - Growth Plan 

- -  8,500,000.000   85,000,000 

• Principal Money Manager Fund 
Regular Growth - Dec 07 

925.566 10,000 - - 

• Principal Income Fund Short Term 
Plan – Institutional Growth 

468,898.624 7,000,000 - - 

• Principal Ultra Short Term Fund –
Growth 

797,335.129 9,000,000 - - 

• Principal Floating Rate Fund FMP – 
Insti. Option - Growth Plan 

647,654.411 9,000,000   

• Principal Cash Management Fund-
Liquid Option -Growth Plan 

288.264 4,459 - - 

     

(b) Acquired during the year and 
retained as at the year end 

 

  

     

Mutual Fund Units (Unquoted)     

• Principal Cash Management Fund-
Liquid Option -Growth Plan 

11,865.884 205,000 4946.433 82,900 

• Principal Cash Management Fund-
Liquid Option – Instl. Plan - Growth 
Plan 

119,322.449 1,775,300 244,365.923 3,326,360 
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  2009-2010 2008-2009 
Particulars of Investments 
(Current, Non Trade) 

No. of Units / 
Shares 

Cost (Rs.) No. of Units / 
Shares 

Cost (Rs.) 

• Principal Ultra Short Term Fund – 
Growth Plan 

- - 797,335.129 9,000,000 

• Principal Floating Rate Fund FMP - 
Insti. Option - Growth Plan 

3,510,142.044 51,015,339 647,654.411 9,000,000 

• Principal Income Fund – Short Term – 
Insti Plan – Growth Plan 

- - 468,898.624 7,000,000 

• Principal Money Manager Fund - 
Regular - Growth Plan-Dec 07 

- - 925.566 10,000 

     

 

(c) Acquired and sold during the year 

 

  

     

Mutual Fund Units (Unquoted)     

     

• Principal Pnb Fixed Maturity Plan 
(FMP-49)385 Days - Series VIII July08 
- Institutional - Growth Plan 

- - 5,000,000.000 
   
  

50,000,000 

• Principal Pnb Fixed Maturity Plan 
(FMP-44) 540 Days - Series II - Mar08 
- Insti- Growth Plan 

- - 10,000,000.000  100,000,000 

• Principal Floating Rate Fund – FMP - 
Insti –Dividend Plan 

- - 27,619,555.288 276,535,273 

• Principal Floating Rate Fund – FMP - 
Insti –Growth Plan 

23,454,988.718 333,049,586 18,562,123.636 247,160,905 

• Principal Money Manager Fund – 
Regular Option – Growth Plan–Dec 07 

- - 974.305 10,000 

 
6. Related Party Disclosures:- 

 
Disclosure as required by Accounting Standard (AS) - 18 “Related Party Disclosures” notified 
under the Companies (Accounting Standards) Rules, 2006. 
 
A. Names of the related parties and their relationship with the Company: 

 

Nature of Relationship Name of the related party 
Ultimate Holding Company Principal Financial Group, Inc 

Holding Company of Principal 
Financial Group (Mauritius) Limited 

Principal Financial Services, Inc 

Subsidiary of Principal Financial 
Services, Inc 

Principal International, Inc 

Holding Company Principal Financial Group (Mauritius) Limited 

Associates Punjab National Bank 

Fellow Subsidiaries Principal Pnb Trustee Company Private Limited 
Pnb Principal Financial Planners Private Limited 

Key Management Personnel Mr. Rajan Ghotgalkar, Managing Director 
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B. Transaction with Related Parties  

 (Amount in Rs.) 
Name of the related party  Particulars 2009-2010 2008-2009 

Principal International, Inc. Advance Recoverable – 
Balance Outstanding 

3,372,173 2,335,954 

Principal Pnb Trustee Company 
Private Limited 

Advance Recoverable – 
Balance Outstanding 

Nil Nil 

Pnb Principal Financial Planners 
Private Limited 

Advance Recoverable – 
Balance Outstanding 

550,121 Nil 

Mr. Rajan Ghotgalkar Remuneration Paid 13,999,061 13,781,706 

Notes: - 
(a) Reimbursement of expenses have not been considered for reporting related party 

transactions.  
 

7. Amounts recoverable from Companies under the same management as defined under section 
370(IB) of the Companies Act, 1956: 

 
  Included in Advance recoverable in cash or kind 
   
                     (Amount in Rs.) 

Name of the Company 2009-2010 2008-2009 
 Balance Maximum Amount 

outstanding 
during the year

Balance Maximum 
Amount 

outstanding 
during the year

Principal Pnb Trustee Company 
Private Limited 

Nil 650,000 Nil 449,440

Pnb Principal Financial Planners 
Private Limited 

550,121 550,121 Nil 65,840

 
8. The major components of deferred tax assets and liabilities arising on account of timing 

differences as at March 31, 2010 are as under: - 

         (Amount in Rs.)  

Particulars 2009-2010 2008-2009 
Deferred Tax Assets   

On provision for Compensated Absences 265,609 301,460 

On depreciation on fixed assets 5,995,745 4,131,034 

On carry forward of book losses 132,681,695 140,733,431 

Total deferred tax asset 138,943,04
9 

145,165,92
5

Total deferred tax asset recognised Nil Nil
   

In the absence of virtual certainty backed by convincing evidence, no deferred tax asset has 
been recognised by the Company. 
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The Company has debited an amount of Rs. Nil (Previous Year debited Rs. 7,672,700) in the 
Profit & Loss Account towards reversal of net deferred tax asset as at the year end. 

 
9. Earnings Per Share (EPS): 

The basic earnings per equity share is calculated as stated below: - 

 

(Amount in Rs.) 

 

Particulars 2009-2010 2008-2009 
Net Profit / (Loss) after tax   19,607,877 (427,417,633) 
Weighted average numbers of equity shares (Nos.) 10,000,008 10,000,008 
Basic earnings per equity share (EPS) 1.96 (42.74) 
Nominal value per share  10.00 10.00 

   
10. The employees of the Company are offered an Employee Stock Purchase Plan (Plan) by 

Principal Financial Group Inc. USA (PFG), the ultimate holding company. Contributions received 
from the employees are held by the Company, for onward remittance to PFG. Contributions 
received as at the year end Rs. 1,804,734 (Previous Year Rs. 1,404,734) have been included as 
part of “Other Liabilities”.  

 
11. Miscellaneous other income include foreign currency exchange difference amounting to 

Rs. 18,221 (Previous Year Rs. 8,387) credited to revenue account.  
 

12. Expenses are net of recoveries / reimbursements, and include share of expenses, wherever 
services / facilities are shared with other entities. 

 
13. Estimated amount of contracts remaining to be executed on capital account (net of advances) is 

Rs. 220,600 (previous year Rs. 3,700,000) 
 

14. Employee Benefit Obligations 
 

Defined-Contribution Plans 
 

The Company makes a contribution towards recognised provident fund and family pension fund 
for substantially all the qualifying employees. Contributions are paid during the year into 
separate funds under certain statutory arrangements. The employees and the Company pay 
predetermined contributions into the provident fund and family pension fund which is based on 
specified percentage of the employees’ salary.  
 
A sum of Rs. 8,599,849 (Previous Year Rs. 9,459,158) has been charged to the revenue 
account in this respect. 
 
Defined–Benefits Plans 
 

The Company offers its employees defined-benefit plans in the form of a gratuity scheme (a 
lump sum amount). Benefits under the defined benefit plans are typically based either on years 
of service and the employee’s compensation (generally immediately before retirement). The 
gratuity scheme covers substantially all regular employees of the Company. The Company 
contributes funds to the Life Insurance Corporation of India. Commitments are actuarially 
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determined at year-end. On adoption of the revised Accounting Standard, (AS) 15 on “Employee 
Benefits”, actuarial valuation is done based on “Projected Unit Credit” method. Gains and losses 
of changed actuarial assumptions are charged to the profit and loss account. 
 
The actuarial calculations used to estimate defined benefit commitments and expenses are 
based on the following assumptions which if changed, would affect the defined benefit 
commitment’s size, funding requirements and pension expense. 
 

Actuarial Assumptions 2009-2010 2008-2009 
Rate for discounting liabilities 8.00% p.a. 8.00% p.a. 

Expected salary increase rate 4.00% p.a. 4.00% p.a. 

Expected return on scheme assets 8.00% p.a. 8.00% p.a. 

Mortality rates LIC 1994-96 ultimate 
table 

LIC 1994-96 ultimate 
table 

 
The estimates of future salary increases, considered in the actuarial valuation, take into account 
inflation, seniority, promotion and other relevant factors such as supply and demand in the 
employment market. 
 
A sum of Rs. 1,571,127 (Previous Year Rs. 2,248,076) has been charged to the revenue 
account in this respect. 
 

 Other Employee Benefits  
 

Compensated Absences  
 
The Company has treated the earned leave which can be carried forward to future periods as a 
“short term” benefit only if the employees are entitled to either encash or utilise the benefits 
during the period of twelve months following the end of the accounting period (when they 
became entitled to the leave) and are also expected to do so. In other cases the benefit has 
been treated as “long term”.  
A sum of Rs. 300,817 (Previous Year Rs. 614,778) has been charged to the revenue account in 
this respect. 

 
15. The figures in respect of the previous year have been regrouped / rearranged, wherever 

necessary to make them comparable.  

 

Signatures to Schedules ‘1’ to ‘15’ 

For and on behalf of the Board 

 
 
 

Sd/-      Sd/- 
M. M. Chitale  Rajan Ghotgalkar                                                           
Chairman  Managing Director                                     
 
 
 
Sd/-      Sd/- 
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Ritesh Jain                                       Ashutosh Naik 
Chief Financial Officer                                   Company Secretary 
 
 
 
Mumbai, July 08, 2010 


