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1. DISCLAIMER 

This Disclosure Document has been prepared in accordance with the Securities and Exchange 
Board of India (Portfolio Managers) Regulations, 2020 as amended till date and filed with SEBI. 
This Document has neither been approved nor disapproved by SEBI nor has SEBI certified the 
accuracy or adequacy of the contents of this Document 

2. DEFINITIONS ANDINTERPRETATIONS 

2.1 Definitions 

The terms used in the Disclosure Document are defined as follows: 

i. "Act" means the Securities and Exchange Board of India Act, 1992 (15 of 1992), as may be 
amended from time totime. 

ii. "Accreditation Agency" means a subsidiary of a recognized stock exchange or a s'iibsidiary 
of a depository or any other entity as may be specified by the SEBI from time totime. 

iii. "Accreditedlnvestor"meansanypersonwhofulfils theeligibilitycriteriaasspecified 
bySE BI pu rsuanttocirculardated26August2 021 on'Modalitiesforimplementation of the 
framework for Accredited Investors' (SEBI/HO/IMD/IMD- I/DF9/P/CIR/2021/620), as 
may be amended from time to time, and is granted a certificate of accreditation by an 
AccreditationAgency. 

iv. "Agreement'' means. Discretionary Portfolio Investment Management Agreement and/or 
Non-Discretionary Portfolio Investment Management Agreement and/or Advisory 
Agreement and/or Co-Investment Portfolio Management Agreement, as applicable, 
executed between the Portfolio Manager and the Client as amended, modified . 
supplemented, or restated from time to time together with all annexures, schedules, and 
exhibits, ifany. 

v. "Advisory Services" means advising on the portfolio strategy, investment, and 
divestmentofindividualSecuritiesintheClient'sPortfolio,entirelyattheClient'srisk, in terms of 
the Regulations and theAgreement. 

vi. "Alternative Investment Fund" shall have the meaning as mentioned under SEBI (AIF) 
Regulations, 2012. 

vii. "Alternative Investment Fund Manager" means any person or entity who is appointed by 
the Alternative Investment Fund to manage its investments by whatever name called and 
may also be same as the sponsor of the Fund. 

viii. "Associates" means 
i. a body corporate in which a director or partner of the portfo lio manager holds, 

either individually or collectively, more than twenty percent of its paid-up equity 
share capital or partnership interest, as the case mc1y he; 0 1· 

ii. a body corporate which holds, either individually or colll'ctively, more than 
twenty percent of the paid-up equity share capital or partnership interest, as the 
case may be of the portfolio manager. 



ix. "Board" means the Securities and Exchange Board oflndia. 

x. "Client" or "Investor" means a Person that enters into an Agreement for availing services 
offered by the PortfolioManagerCustodian(s)" means an entity registered with the SEBI as 
a custodian under applicable law and appointed by the Portfolio Manager, from time to 
time, primarily for custody of Securities oftheClient 

xi. "Co-invesbnent Portfolio Management Services" means services provided by the 
Portfolio Manager to the investors of the Alternative Investment Fund which are 
managedandsponsoredbyit,initscapacityastheCo-investmentPortfolioManager. 

xii. "Disclosure Document" means this disclosure document issued by the Portfolio Manager 
for offering services stated hereunder, prepared in terms of Schedule V of the Regulations as 
amended from time totime. 

xiii. "Discretionary Portfolio Management Services" or "Discretionary PMS" means the 
portfolio management services rendered to the Client, by the Portfolio Manager on the 
terms and conditions contained in tlie Discretionary Portfolio Investment Management 
agreement, wherein the Portfolio Manager exercises or may exercise, 
anydegreeofdiscretionastotheinvestmentoffundsormanagementoftheportfolio of Securities 
of theClient. 

xiv. "ForeignPortfoliolnvestor"or"FPl"meansapersonregisteredwithSEBlasaForeign 
Portfolio I nvesto ru nd ertheSecuritiesand Exchange Boa rd o fl nd ia (Foreign Portfolio Investors) 
Regulations, 2019 as amended from time totime. 

xv. "Financial Year" means the period of 12 (twelve) months starting from April 1 to March 31 
the followingyear. 

xvi. "Funds" means the money and / or securities placed by the Client with the Portfolio 
Manager and any accretionsthereto. 

xvii. "Investment Approach" means any of the current im'L'stment approaches or such 
investmentapproachthatmaybeintrod uceda ta nyti mei n t hefu tu rebyth e Portfolio Manager. 

xviii. "Large Value Accredited Investor" means an Accredited Investor who has entered into an 
Agreement with the Portfolio Manager fo r a minimum investment amount of ten 
crorerupees. 

xix. "Non-discretionary Portfolio Management Services" or "Non-Discretionary PMS" 
meansportfoliomanagementservicesunderwhichthePortfolioManager,subjectto 
expresspriorinstructionsissuedbytheClientfromtimetotimeinwritingoronrecorded line or by 
e-mail, invests in respect .· the Client's account entirely at the Client's risk. 

xx. "NRI" or "Non-Resident Indian" 111ec1 11s an individual rcs icl cnl outsirle lndi,1 who is a ci tizen 
oflndia. 

xxi. "Par ti es" m l'a nsth e Portfolio Ma nagl'r,1 n Li th l'C Ii e 11 t;a ml" Pa rt_( s h,1 11 beconstrued accord ingly. 

xxii. "Person" inclu des c1ny individu,11, pa rtners in p,1rl ncrship, cen tral or state 



govemment,company,bodycorporate,cooperativesocicty,partnershipfirm,limited liability 

partnership, corporation, trust, society, Hindu Undivided Family or any other body of 

persons, whether incorporated ornot. 

xxiii. "Portfolio"means the total holdings of Securities belonging to anyPerson. 

xxiv. "Portfolio Management Services" means the Discretionary Portfolio Management 

ServicesorNon-DiscretionaryPortfolioManagementServicesorAdvisoryServices,as the 

context maybe. 

xxv. "Regulations"meanstheSecuritiesandExchangeBoardoflndia(PortfolioManagers) 

Regulations, 2020, as amended from time to time, and where applicable, Chapter Ill 

ofSEBl(lnvestmentAdvisers)Regulations,2013,asamendedfromtimetotime. 

xxvi. "Related Party" means a related party as defined under the Securities and Exchange Board 

of India (Portfolio Managers) Regulations, 2020 and any amendments thereto from time to 
time. 

.. 
xxvii. "SEBI" means the Securities and Exchange Board of India established under sub- section (1) 

of Section 3 of the Securities and Exchange Board of India Act, 1992, as amended from time 

to time. 

xxviii. "Securities" includes:-

i. "Secu ri ties"asdefinedundertheSecuri tiesCon tracts(Regula tion )Act, 19 56; 

ii . shares, scrips, stocks, bonds, warrants, convertible and non-convertible 

debentures/debenture stocks and other marketable securities of a like nature, fixed 

return investments, equity linked, instruments including derivatives, negotiable 

instruments, term deposits, money market instruments including commercial 

paper, certificates of deposit etc., units issued by Mutual Funds, Collective 

Investment Schemes, Alternative Investment Funds, Mortgage backed or other asset 

backed securities, derivatives, Security Receipt and any other securities issued by 

any 
company/ entity /bodycorporate,CentralGovernment,StateGovernmentoranylocal or 

statutory authority including StructuredProducts; 

iii. gold related securities;and 
iv. Any other instruments or investments as may be permitted by applicable law from 

time totime. 

2.2 Interpretation 

Words and expressions used in this Disclosure Document and not expressly defined shall be 

interpreted in accordance with applicable law or according to their general meaning and usage. The 

definitions are not exhaustive. 

3. DESCRIPTION 

3.1 History, Presc11t Business and Background of the Portfolio Manager 

The l'ntity has brcn incorporated as limited liability partnership fi rm under the provisions of 

Li mited Liability Partnership Act 2008 on 13 April 2023. 



The entity proposes to undertake Portfolio Management Services in accordance with the 
Regulations. 

3.2 Partnersof the Portfolio Manager and theirbackground 

The leadershipteam is well-rounded with combined experience of over twodecades in 

relevantareassuch as investment management, equity research, compliance, risk management 
and client relations. 

Mr. Vinit Gala is the Founder, Designated Partner and Principal Officer in the LLP. He is a 

Chartered Accountant (ICAI), Chartered Financial Analyst (US) and has done his graduation in 

Commerce from the University of Mumbai. He has an experience of 10+ years in investment 

management, risk management and equity research., 

Ms. Shreya Gala is co-founder and Designated Partner in the LLP. She is a Chartered Accountant 

(ICAI)and has done her graduation in Commerce from the University of Mumbai. She has 10+ 

years of experience in finance which includes responsibility of internal and external financial 

reporting in aCC(?r9ance_with Indian Regulatory framework, managing cash flows, assessing credit 

risk and developing financial plans and strategies aligned with the ·organlzati6n's goals. She will 

also act as a Compliance Officer of the firm. 

3.3 Group companies'information 

(i.e., the information related to top 10 group companies / firms of the Portfolio Manager on 

turnover basis) 

• Top 10 Group Companies on turnover basis is as follows: 

Sr.No. Name of the Group Companies 

1. BRIGHTSEEDS ADVISORS LLP, is a Limited Liability Partnership incorporated on 

13 April 2023 and undertaking Portfolio Management Services and other 

administrative services for the funds to be deployed by the LLP. 

3.4 Details of the Services beingoffered 

3.4.1. Discretionary Portfolio Management (DPM) Services 

The Portfolio Manager shall be acting in a fiduciary capacity with regard to Clients' Portfolio and 

shall have sole and absolute discretion to invest Clients' Funds in any type of Securities and in 

any market as he deems fit for the benefit of the Client as per the Discretionary Portfolio 

Investment Management Agreement. The Securities invested / disir,vested by the Portfolio 

Manager may differ from Client to Client. The Securities traded or held by the Portfolio Manager 

for different Client's Portfolios, even if invested in the same Investment Approach, may di ffe r 

from Client to Client. The Portfolio Manager's decision (t;:iken in good fa ith) in deploymen t olthL· 

Client's Portfolio is absolute and final and cannot be c;:i llecl in questi on or be open to review ;it 

any time during the currency of the Agreement or ;lily time thereafter except on the grounds ol 

malafide, fraud, conflict of interest or gross negligl'nce. This right of the Portfolio Manager shall 

be exercised strictly in accordance with the Reg11lzi tions, guidelines and notilica tions in fo rce 



from time to time. 

Portfolio Manager shall invest funds of the client only in the securities listed or traded on a 

recognized stock exchange, money market instruments, units of Mutual Funds and other 

securities as specified by Board from time to time, on behalf of their clients. 

Money Market Instruments includes commercial paper, trade bill, treasury bills, certificate of 

deposit and usance bills. 

Portfolio Manager may invest in units of Mutual Funds ( only through Direct Plan), and no 

distribution fees will be charged to the client 

The Portfolio Manager may offer discretionary portfolio management services for investment 

up to 100% of the assets under management of the Large Value Accredited Investors in unlisted 

securities, subject to the terms agreed between the client and the Portfolio Manager. 

3.4.2. Non-Discretionary Portfolio Management Services 

Under these services, the Clients decide their own investments with the Portfolio Manager 

facilitating the execution of transactions. The Portfolio Manager will provide Non-Discretionary 

Portfolio Management Services which shall be in the nature of investment management, and 

may include the responsibility of managing, renewing and reshuffling the portfolio, buying and 

selling the securities with the client's oral and/o:· written consent. Additionally, the Portfolio 

Manager will keep the safe custody of the securities and monitor book closures, dividend, 

bonus, rights etc. and any other benefits that accrue to the Client's Portfolio, for an agreed fee 

stri!_cture and for a definite period as described in the Products from time to time, entirely at 

the Client's risk. 

The rights and obligations of the Portfolio Manager shall be exercised strictly in accordance 

with the Regulations in force from time Lo Lime. Periodical statements in respect to Client's 

Portfolio shall be sent to the respective Client. Portfolio Manager may invest up to 25% of the 

assets under management of the client in unlisted securities, in addition to the securities 

permitted for discretionary portfolio management. Portfolio Manager may invest in units of 

Mutual Funds ( only through Direct Plan) and no distribution fees will be charged to the client. 

However, Portfolio Manager shall invest the clients' funds neither in the portfolio managed or 

administered by another portfolio manager nor based on the advice of any other entity. 

The Portfolio Manager may offer non-discretionary portfolio management services for 

investment up to 100% of the assets under management of the Large Value Accredited 

Investors in unlisted securities, subject to the terms agreed between the client and the Portfolio 

Manager. 

3.4.3. Co-investment Portfolio Management Services 

The Porttolio Manage r may provide rn -in vcs tnH·n t porllolio m;inagement services to its clients 

in compliance with Appli cab le La ws subjel'l Lu reg ul ato ry ;1pp rnvals/i nti mations as required 

und er the Regulati ons. 

In respect of cli ents to whom the Portfolio Manager is act ing as a co-investmen t Portfol io 



Manager, 100% of the assets under management shall consist of unlisted securities of investee 

companies where the Funds managed by the Portfolio Manager in its capacity as the 

investment manager, make investment. 

The terms of co-investment in an investee company by co-investor, shall not be more 

favourable than the terms of investment of the AIF and the terms of exit from the Co­

investment in an investee company including the timing of exit shall be identical to the terms 

applicable to that of exit of the AIF. 

3.4.4. lnvesbnent Advisory Services 

The Portfolio Manager will provide Advisory Services, in terms of Regulations, which shall be in 

the nature of non-binding investment advisory and shall include the responsibility of advising 

on the Portfolio strategy, investment and divestment of individual Securities on the Clients 

Portfolio, for an agreed fee structure and for a period agreed in the Agreement, entirely at the 

Client's risk, to all eligible categories of investors who can invest in Indian market. 

The Portfolio Manager shall, provide advisory services in accordance with such guidelines and/ 

or directives issued by the regulatory authorities and /or the Client, from time to time, in this 

regard. 

Portfolio Manager may provide advice for investment up to 25% of the assets under 

management of the client in unlisted securities, in addition to the securities permitted for 

discretionary portfolio management. 

The Portfolio Manager may offer advisory services for investment up to 100% of the assets 

under advise of the Large Value Accredited Investors in unlisted securities, subject to the terms 

agreed between the client and the Portfolio Manager. 

The Portfolio Manager shall not, in any event and at any point of time be responsible in any 

manner whatsoever for any investment decision taken by the client on the basis of the 

investment advice provided by the portfolio Manager. The Portfolio Manager may act upon any 

in-house research, commercially or non-commercially available databases & news services, 

external meetings and visits, third-party and broker research reports, publicly available 

information etc. Neither the Portfolio manager nor any of its affiliates (nor any of their 

respective control persons, directors, officers, employees or agents) shall be liable to the client 

or to any other person claiming through the client for any claim, damage, liability, cost or 

expense suffered by the client or any other person arising out of or related to the advisory 

services provided therein. 

4. PENALTIES. PENDING LITIGATION ORPROCEEDINGS 

i. All cases of penalties imposed by the Board or the directions issued by None 
the Board under theActor rules or regulations made thereunder. 

ii. The nature of the penalty /direction Not Applicable 
~ 

iii . Penalties/fines imposed for any economic offence and/ or for violation None 
of anysecuritieslaws. 

iv. Any pending material liti gation/legal proceedings against the portfolio None ' 

m;rn;:igcr/kcy personnel with separate disclosure regardingpend ing 
crimin;:il cases, if;:iny. -



5. 

5.1 

v. Any deficiency in the systems and operations of the portfolio manager None 
observed bv the Board orany regulatory agencv. 

vi.Anyenquiry /adjudicationproceedingsinitiatedby the Board against the None 
portfolio manager or its directors, principal officer or employee or 
any person directly or indirectly connected with the portfolio 
manager or its directors, principal officer or employee, under the Act 
or rulesorregulations made thereunder. 

SERVICESOFFERED 

The present invesbnent objectives and policies including the types of securities in which 
it generally invests shall be clearly and concisely stated in the Document for easy 
understanding of the potential investor. 

Invesbnent Objective: 

The Portfolio Manager provides various investment prod1,1cts/services based on the mandate ;f 
the Client and subject to the scope of investments as agreed upon between the Portfolio 
Manager and the Client in the Agreement. The investment objectives of the portfolios of the 

Clients depending on the Clients' needs would be one or more of the fo llowing or any 

combination thereof to: 

a. generate capital appreciation/periodic returns by investing in instruments such as 
equity /derivatives/debt/money market instruments, equity related securities, units of 
mutual fund schemes and such other investment instruments/markets as the Portfolio 

Manager deems fit would benefit the client. 

b. generate periodic returns by primarily investing in debt and money market instruments. 

c. generate capital appreciation/ periodic returns by investing in gilt securities issued by 

the Central/State Government securities. 

d. generate capital appreciation by actively investing in listed instruments such as equi ty, 
derivatives and listed equity related securities and for defensive considerations, the 
Portfolio Manager may invest in listed debt, money market instruments and derivatives. 

e. endeavour to preserve certain percentage of investment amount by investing in a mix of 
fixed income and equity derivatives in such a manner so as to aim to secure/preserve 
certain percentage of investment amount while attempting to enhance returns by the use 

of equity derivatives. 

Invesbnent Policies: 

The scope of investments shall be as ;:igreed upon between the Portfolio M~n;ige1· ,11HI thL' Client 

in the Agreement. 

Type of Securities: 

The Portfolio Manager shil l I inl'est in n:~pect of the Client 's ru nds in L:1pital ,111cl mo ney 111:irkct 



instruments or in fixed income securities or variable securities of any description, by whatever 
name called, in accordance with the Agreement and as permitted under the Regulations, 
including: -

a. Listed and unlisted equity and equity related securities, convertible stock and preference 
shares of Indian companies; 

b. Listed and unlisted instruments such as debentures, debenture stocks, bonds having 
payout profiles linked to various asset classes of Indian companies and corporations; and 

c. Other P.ligible modes of investment and/or forms of deployment such as Pooled investment 
vehicle within the meaning of the Regulations as amended from time to time, 

(hereinafter collectively referred to as "Securities"). 

The Portfolio Manager may offer Discretionary or Non-Discretionary or Advisory Services for 
investment up to hundred percent of the assets under man_agement of the large value 
accredited investors in unlisted securities. 

Note: "Pooled investment vehicle" means a fund established in India in the form of a trust or 
otherwise, such as mutual fund, alternative investment fund, collective investment scheme or a 
business trust as defined in sub-section (13A) of section 2 of the Income tax Act, 1961 and 
registered with the Securities and Exchange Board of India, or such other fund, which raises or 
collects monies from investors and invests such funds in accordance with such regulations as 
may be made by SEBl in this behalf. 

Until such time the P-0rtfolio Manager finds appropriate investment opportunities, the Portfolio 
Manager may at its discretion, in all the Portfolios, invest the Client's Funds in units of mutual 
funds, money market instruments and/or gilt securities issued by Central/State governments. 
Asset classes for deployment shall be always subject to the scope of investments guidelines as 
prescribed under the regulations and the Agreement agreed upon between the Portfolio 
Manager and the Cl ient 

5.2 Investment Approaches for Portfolio Management Services 

The Portfolio Manager shall provide Portfolio Management Services to all eligible category of 
investors who can invest in Indian market including resident Indians, NRls, FP!s, etc. 

Investment objectives may vary from Client to Client. Depending on the individual Client 
requirements, the Portfolio can be tailor-made based on the Client's specifications. 

Kindly refer to Annexure I for Investment Approaches offered by the Portfolio Manager. 

5.3 Policies fo r investments in associates/ group companies 

The Portfolio Mdn,1ger may make inves tments in the securities of its related parties or its 
associates only after nht;:ii ning the prior consent of the client in such manner as may be 
specified by SEBI from time to time. However, the Portfo lio Manager shall not invest cl ients' 
funds in unrated securi ties of their related panics or their associa tes. The Portfol io Manager 



shall ensure compliance with the following limits: 

Limit Limit for investment 
forinvestmenti across multiple 

Security n associates/related 
singleassociate/relat parties (as percentage 
ed party (aspercentage of Client's AUM) 
<'liPnt'c: A.IIM) 

Equity 15% 25% 

Debt and hybrid 
securities 

15% 25% 

Equity + Debt + 

Hybrid Securities* 30% 

The Portfolio Manager shall invest up to a maximum of 30% of the Client's AUM in the 
securities of its Associates/~elated parties. The Portfolio Manager shall ensure compliance 
with the following limits: 

· *Hybrid securities includes units of Real Estate Investment Trusts (REITs), units of 
Infrastructure Investment Trusts (InvlTs), convertible debt securities and other securities of 

like nature. 
The aforementioned limits shall be applicable only to direct investments by Portfolio Manager 
in equity and debt/hybrid securities of its Associates/Related parties and not to any 
investments in the Mutual Funds. With respect to investments in debt and hybrid securities, 

the Portfolio Manager shall ensure compliance with the following: 
• Under discretionary portfolio management services, the Portfolio Manager shall not make 

any investment in unrated and below investment grade securities. 

• Under non-discretionary portfolio management services, the Portfolio Manager shall not 
make any investment in unrated below investment grade listed securities. 

5.4 Direct on-boai"ding of clients by Portfolio Managers 

5.4.1 The clients can be on-boarded directly, without intermediation of persons engaged in 

distribution services. 

5.4.2 At the time of on-boarding of clients directly, no charges except statutory charges shall 

be levied. For more details, the Client is requested to contact 
contact@xyleminvestment.com 

6. RISKFACTORS 

6.1 GeneralRisk 

• ThenameofanyofthelnvestmentApproachdoesnot,i na nyrna 11 ncr,i nd irntethefu tu re 
prospectsorretu rns. The In vestmen tApproachesdo no tg u ;:i ra 11 tee a 11 yass u red return. 

• At times, due to the forces and factors affecting the c;1pil,1 I 111,ll'kL' I nr ;:is per the view 
of the Portfolio Manager, the Investment Approach may not he able to invest in 
Securities falling within its investment objective rcs11 lti 11g in holding the monies 
collected by it in cash or cash equivalent or invest th e same in other permissible 



Securities amounting to substantial reduction in the earning capability of theClient. 

• The Portfolio Manager would not be liable for any loss caused to the Client pursuant 
to Portfolio Management Services. The Portfolio Manager will however ensure that 
reasonable care and skill is employed while tendering advice or making investments 
on behalf of the Client 

• Securities investments are subject to market risk and there is no assurance or 
guarantee that the objectives of the Investment Approach will beachieved. 

• Past performance of the Portfolio Manager does not indicate its futureperformance. 

• An investment option may not necessarily provide a basis of comparison with other 
investments carried out in past. There is no assurance that past performances in 
earlier product will be repeated. Risk arising from the investment objective, 
investment strategy, asset allocation and quant model risk, Market risk, political and 
geopolitical risk and risk arising from changing business dynamics, which may affect 
Portfolioreturns. 

The Portfolio Management Service is subject to risk arising out of non­
diversification as the Portfolio Mana-ger under its PMS may invest in a particular 
sector, industry, few /single· investee companies. The performance of the Client 
Portfolio would depend on the performance of such 
companies/industries/sectors of theeconomy. 

• Investors may note that Portfolio Manager's investment decisions may not always be 
profitable, as actual market movements may be at variance with anticipated trends. 
The returns of investments in Securities would depend on the happening / non­
happening of 
specifiedeventsandthereturnsmayormaynotaccruetoaninvestoraccordingly. 

• ThePortfolio 
M anageranditsaffiliatesarei nvo lved i na va rietyofad vi sory, management and 
investment-related/ financial services activities ;llld intend to continue to do so in 
the futu re.ThePortfolio 
Managerandanyofitsaffiliate / groupen ti ties ma y,fro 111 ti metoti me, 
actasassetma nagersorinvestme ntma nagerso rad vi scrst oe n ti tics.com pan iesorfu n 
ds apartfromtheportfoliomanagement 
activitiesunderthePMS.Itisthereforepossiblethat the Portfolio Manager and its 
affiliates may in the course of their business have potential conflicts of interest 
inter-se different activities. 

• The Portfolio Manager has included statements/ opinions/ recommendations in this 
document, which contain words, or phrases such as "will", "expect", "should", 
"believe" and similar expressions or variations of such expressions that are "forward 
looking statements". Actual results may differ materially from those suggested by the 
forward looking statements due to risk or uncerta111ties associated with our 
expectations wit' respect to, but not limited to, exposure to market risks, general 
economic and political conditions in India and other countries globally, which have an 
impact on our services and / or investments, the nwnet;iry ;rnd interest policies of 
India, inflation, deflation, un;1nticip,lll'd t11 rh1ilvnr,· i11 i11lt' l'L'St1·,1trs,l 11rL'ignexchange 
ratcs,cquity priccsorotherrates111 pricesctc. 

• While utmost care has been exercised, l:lright~ccd. it., sp1111so1·s 11 r :111y ol its officers, 
L'm p loyees, person n el,a ll()d i recto rsma kc no rep resen 1,1 ti onastotheaccu racy ,com pie te n 
L'SS orrel iabi Ii tyul thccontcn ta nd hc rebyd iscl.1i 111 c1nyl iabil itywith rcg:1 rd tu 



thesame.Recipients of this material should exercise due care and read the disclosure 
document (including if necessary, obtaining the advice of tax/ legal/ accounting/ 
financial/ other professionals) prior to taking of any decision, acting or omitting to 
act The document is solely for the information and understanding of intended 
recipients only. Further, the recipient shall not copy/ circulate contents of this 
document, in part or in whole, or in any other manner whatsoever without prior and 
explicit approval ofBrightseed. 

• The tax implications provided in this document are for general purposes only and is 
based on advice that the Portfolio Manager has received regarding the tax laws and 
practice that is currentlyinforceinlndia 
andtheClientshouldbeawarethattherelevantfiscalrulesandtheir interpretation may 
change. As is the case with any investment, there can be no guarantee that the tax 
position or the proposed tax position prevailing at the time of investment in the 
Portfolio will endure indefinitely. In view of the individual nature of tax 
consequences, each Client is advised to consult his/her own professional taxadvisor. 

• To implement a decision of the Client regarding investments ( other than under DPMS 
Services), the Portfolio Manager would have to employ the services of persons an9 
bodies who are not the Portfolio Manage-r~ employees and rely on them. While the 
Portfolio Manager, would exercise all care and take all precautions while employing 
such persons, it should be understood that the Portfolio Manager would not be liable 
for any act or omission on the part of such persons engaged by the Portfolio Manager 
for the purpose of making an investment or disposing off an investment and that the 
Portfolio Manager would not be liable for any loss caused by any act or omission on 
the part of suchperson. 

• The Portfolio Manager will not be liable for any financial loss arising from the 
Portfolio Managernotbeingableto 
sellthesharesonbehalfoftheClientincasetheoriginalshares are lost or stolen whilst 
shares were intransit. 

• ThePortfolioManagerwillalsonotbeliableforanybonafideactofomissionorcommissi 
on or delay in carrying out the instructions of theClient. 

• ThePortfolioManagermaynotbeabletolendoutSecuritieswhichcanleadtotemporar 
y illiquidity. There are risks inherent in securities lending, including the risk of 
failure of the other party, in this case the approved intermediary to comply with 
the terms of the 
agreement.Suchfailurecanresultinapossiblelossofrightstothecollateral,theinabilit 
y of the approved intermediary to return the Securities deposited by the lender 
and the possible loss of corporate benefits accruing thereon. 

6.2 Risksassociated with investments in Equity and equity related instruments: 

Some of the common risks associated with investments in equity and equity linked Securities are 
mentioned below. These risks include but are not restricted to: 
• Eq uityand Eq u i tyre la tedSecu ri tiesbynaturearevola tileand pronetopricetluctua tions 

onada ilyb;is isd uetohoth macroancl microfactors. 

• The value or th e Portfol io wi ll fluctuate as the daily prices of the individual Securities in 
which th ey in vest nuctuate and may be worth more or less than its original cost, at a 
given point in Lime. 

• In respect or in vestments in equi ty anJ equity-related instruments, there may be risks 



associated with trading volumes, settlement periods and transfer procedures that may 

restrict liquidity of investments in equity and equity related Securities. 

• The value of the Portfolio may be affected generally by factors affecting securities 

markets, such as price and volume volatility in the capital markets, interest rates, 

currency exchange rates, changes in policies of the Government, taxation laws or policies 

of any appropriate authority and other political and economic developments and closure 

of stock exchanges which may have an adverse bearing on individual Securities, a specific 

sector or all sectors including equity and debt markets. Consequently, the Portfolio 

valuation may fluctuate and can go up or down. 

• The Portfolio manager may invest in stocks, which may or may not be undervalued with 

the anticipation of increase in price. However, the stocks may languish and may not attain 

the anticipated price. 

• The Portfolio is subject to investment style risk; the product may have a contrarian style 

of investment, the Portfolio performance may not be in line with the general market in 

scenarios of strong upward or downward cycles. Further, the prices of Securities under 

the relevant Investment Approach may not behave as expected by Portfolio Manager, this 

may affect the returns adversely. 

• In domestic markets, there may be risks associated with trading volumes, settlement 

periods and transfer procedures that may restrict liquidity of investments in equity and 

equity related Securities. 

• In the event of inordinately low volumes, there may be delays with respect to unwind ing 

the Portfolio and transferring the redemption proceeds. 

• The Portfolio may have higher concentration towards a particular stock or sector, at a 

given point in time. 

• Any change in government policy or any other adverse development with respect to such 

a stock or the sector, may adversely affect the value of the Portfo lio. 

6.3 Risks associated with investments in Fixed Income Securities: 

Some of the common risks associated with investments in fixed income and money 111.1rket 

securities are mentioned below. These risks include but ;ire not restrictedto: 

• JnterestRateRisk:AswithalldebtSecurities,changesininterestrateswillaffectthevaluation 

of the Portfolios, as the prices of Securi ties generally increase as interest rates decline 

and genera 11 yd ecreaseasi n terestra tes rise. Pricesotlo nge r· 

termSecuritiesgenerallyfluctuate more in response to interest rate changes than do 

shorter-term Securities. Interest rate 

movementsinthelndiandebtmarketsca nbevolatileleacl ingtothepossib il ityoflargeprice 

movements up or down in debt and money market Securities and thereby to possibly 

large movements in the valuation oFPortfolios. 

• Liquidity or Marketability Ris k: This refers to the ease at which a Security can be sold 

at or near its true value. The primary 111e;isu1-e or liq uidity risk is the spre;i cl between the 

bid price and the offer price quoted by ;1 dec1l er. Liquid ity risk is ch;,ir;,icteristir ol the 

Indian fixed income market. Money 111;1 rkl'l Securi ties, while f;,i il'ly liqu id, l;ick ;i wPII 

developed secondary market, which 111z1y rl'slrict lh l' sl' ll ing c1 hil ity of the Portfolio ;i ncl 

may lead to the Portfolio incurring lossl's till thl' SL'rnrity is fin ally sold. Thi s rl'fers to the 

ease wi th which a Security ca n be sold :i t nr nc:1 r to its v.:i luation yicld-to-m:i tu rity (YT~) . 

The primary measure of liquidity risk is the sp1·e;id between the bid price ;i ncl the offer 



price quoted by a dealer. Any investment in fixed income carries high degree of risk due 
to their illiquidity. Additionally, there may be no active secondary market for investments 
of the kind the Portfolio Manager may make for the Client's Portfolio. Such investments 
may be of a medium-to-long term nature. However, there can be no guarantee that such 
realizations shall be achieved and the Portfolio's investments may remain illiquid. Delays 
or other problems in settlement of transactions could result in temporary periods when 
the assets are un-invested and no return is earned thereon. 

• Credit Risk: Credit risk or default risk refers to the risk which may arise due to default 
on the part of the issuer of the fixed income Security (i.e. risk that the issuer will be 
unable to make timely principal and interest payments on the Security). Because of this 
risk debentures are sold at a yield spread above those offered on treasury Securities, 
which are sovereign obligations and generally considered to be free of credit risk. 
Normally, the value of a fixed income Security will fluctuate depending upon the actual 
changes in the perceived level of credit risk as well as the actual event of default. The 
fund manager will endeavor to manage credit risk through in-house credit analysis. The 
Portfolio Manager may also use various hedging products from time to time, as arc 
available and permitted by SEBI, to attempt to reduce the impact of undue market 
volatility on the Client Portfolios. 

• Credit Rating Risk: Different types of Securities in which the Portfolio Manager would 
invest as given in the product note carry different levels and types of risk. Accordingly, 
the Securities' risk may increase or decrease depending upon their investment patterns. 
E.g. corporate bonds carry a higher amount of risk than Government Securities. Further, 
even among corporate bonds, bonds which are rated AAA are comparatively less risky 
than bonds which are AA rated. 

• Reinvestment Risk: Investments in fixed income Securities may carry reinvestment risk 
as interest rates prevailing on the interest or maturity due dates may differ from the 
original coupon of the bond. Consequently, the proceeds may get invested at a lower rate. 

• Pre-payment Risk: Certain fixed income Securities give an issuer the right to call back its 
Securities before their maturity date, in periods of declining interest rates. The possibility 
of such prepayment may forre thl' Portfolio Manager to reinvest the proceeds of such 
investments in Securities offering lower yields, resulting in lower interest income for the 
fund. 

The above are some of the common risks associated with investments in fixed and money market 
Securities including derivatives. There can be nu assurance that a Portfolio's investment 
objectives will be achieved, or that there will be no loss of capital. Investment results may vary 
substantially on a monthly, quarterly or annualbasis. 

6.4 Risk Factors associated with investments in Derivatives: 

• The Portfolio Manager intends to use exchange traded derivatives as a hedging tool & 
does not intend to take any naked positions. Nevertheless, trading in derivatives market 
has risks and issues concerning the use of derivatives that investor should understand. 
[ :rivative products are specialized instruments tha t require investment techniques and 
risk analysis different from those associated wi th stocks and bonds. 

• Derivative products rire leve1·aged i11st run1 en ls ,ind c,rn prnvide disproportionate gains 
as well as disprnpol'lionale lus,c•, lt1 the i11 vestur. Even ;:i small price movement in the 
underlyin g Security cou ld hal'<: " l:1rge imp:1ct on their value. Execution of such 
strategies depends upon tile ,1hility 11 !' the Ponlolio Man;:igcr to identify such 
opportunities. Iclentit'ic;:ition and L'xccut ion of such strategics to be persuaded by the 
Portfolio Manager involve uncenainty and decision of th e Portfolio Manager may not 



-

always be profitable. No assurance can be given that the Portfolio Manager shall be able 

to identify or execute such strategies. 

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

than, the risk associated with investing directly in Securities and other traditional 

investments. 

• As and when the product trades in the derivatives market there are risk factors and 

issues concerning the use of derivatives that investors should understand. Derivative 

products are specialized instruments that require investment techniques and risk 

analysis 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 

a possibility that loss may be sustained by the Portfolio as a result of the failure of 

another party (usually referred as the "counter party") to comply with the terms of the 

derivatives contract. Other risks in using derivatives include the risk of mispricing 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. E\7en a small price movement in the underlying S~curity could have a large 

impact on their value. -

• Derivative trades involve execution risks, whereby the rates seen on the screen may 

not be the rate at which ultimate execution takes place. 

• The options buyer's risk is limited to the premium paid, while the risk of an options 

writer is unlimited. However, the gains of an options writer are limited to the premiums 

earned. 

• The writer of a put option bears the risk of loss if the value of the underlying asset 

declines below the exercise price. The writer of a call option bears a risk of loss if the 

value of the underlying asset increases above the exercise price. 

• Investments in index futures face the same risk as the investments in a Portfolio of 

shares representing an index. The extent of loss is the same as in the underlying stocks. 

• Risk of loss in trading futures contracts can be substantial, because of the low margin 

deposits required, the extremely high degree of leverage involved in futures pricing and 

potential high volatility of the futures markets. 

6.5 Risk Factors associated wjth investments in units of Mutual Fund schemes; 

• Mutual funds invest across equity, money market & debt instruments. The risk factors 

affecting such instruments are mainly as follows- Market risk, Inflation risk, Interest rate 

risk, Currency risk, Credit risk, Regulatory /legal risk. 

• The Portfolio Manager may, from time to time, invest any un-deployed funds in liquid 

schemes of Mutual Funds or in money market instruments. Though the Portfolio of 

liquid funds is expected to comprise of short-term deposits, government Secu rities and 

money market instruments, they cannot be considered as totally risk free. This is 

beca use liquidity patterns and short term interest rates of the government change, 

so metimes on a daily basis, thereby making the fun d susceptible. 

• Liquid fund returns are not guaranteed and it entirely depends on market 111ovc•111 c 11ts. 

• In cJsc of investments in Mutual Fund units, the Client shall bear the recu rr in~ c:xpc nscs 



of the Portfolio Management Services in addition to the expenses of the underlying 
mutual fund schemes. Hence, the Client may receive lower pre-tax returns compared to 
what he may receive had he invested directly in the underlying mutual fund schemes in 
the same proportions. 

6.6 Risk of Quantitative Investing: 

• Asset allocation based on quantitative analysis may perform differently from the market 
as a whole due to the factors used in the analysis and the weight placed on each factor 
and markets behaves differently from the factor's historical trends. 

• If the strategy of the Portfolio is to always remain diversified across all asset class, it 
may tend to underperform the best performing asset class at any given point oftime. 

• If Portfolio seeks to allocate assets dynamically, based on certain market factors, there 
could be times when the allocation calls may go wrong. In other words, Portfolio may go 
overweight on an asset class, which subsequently may underperform or vice versa. 
However, the severity of impact will be lower due to its built-in feature of asset 
allocation. 

• If Portfolio proposes to invest in ETFs/ Mutual Fund schemes, there will be a double 
layer of charges, one from the underlying ETFs / Mutual Fund schemes and the other at 
the Portfolio level and all the risks related to the underlying ETFs ,rnd nrntual fund 
schemes are by default the risk associated with the Portfolio. 

6.7 Risks pertaining to the index linked Securities: 

• Performance of the reference index will have a direct bearing on the performance of the 
approach. 

• In the event the reference index is dissolved or withdrawn by the index provider, such 
as, India Index Services Ltd. (IISL) (for NSE- Nifty), BSE for S&P BSE Sensex etc., in case 
of Securities such as debenture, the debenture Trustees upon request hy the issuer may 
modify the terms of issue of debentures, so as to track a different and suil,1hlc index and 
appropriate intimation will be sent to the debenture holders. 

• Tracking errors are inherent in any equity index linked Security anc! surh errors may 
cause the equity index-linked Security to generate returns which are not in line with the 
performance of the reference index or one or more Securities covered and/or included 
in the reference index. Such variations, referred to as tracking error, are expected to be 
around 2% per annum, but may vary substantially due to several factors. 

• Any delay experienced in the purchase or sale of Securities due to liquidity of the 
market, settlement and realization of sales proceeds and the registration of any Security 
transfer and any delays in receiving cash and scrip dividends and resulting delays in 
reinvesting them. 

• The reference index reflects the prices l securities at close of business hours. 

• The index provider und ertakes a periodic 1·eview of the scripts th ;it rn111prise the 
reference index a11cl m;iy either drop or in clude new sccu1·it iL'S. 

6.8 Other Risks 

i. After accepting the cu1·pus ror 111 ,111agcn1cnl, th e Pul'Lfolio M;in;igcr 111,1y no t gel ,1 11 



opportunity to deploy the same or there may be delay in deployment in a particular 
Investment Approach. In such situation the Clients may suffer opportunity loss. 

ii. Clients will not be permitted to withdraw the funds/Portfolio (unless in accordance with 
the terms agreed with the Client). In addition, they are not allowed to transfer any of the 
interests, rights or obl igations with regard to the Portfolio except as may be provided in 
the Agreement and in the Regulations. 

iii. Changes in Applicable Law may impact the performance of the Portfolio. 

7. CiientRepresentation 

7.1 Details of Client's accountsactivated 

Category of clients No. of clients Funds managed Discretionary/Non-

(Rs. Cr.) Discretionary(if 
available) 

Associates/ group NIL NIL NIL 
companies(Last 3 years) 
Others (last 3 years) NIL NIL NIL 

Total NIL NIL NIL 

ThePortfolioManagerisintheprocessofmakinganapplicationtotheauthority.Thissectionwill 
beupdatedonccthePortfolioManagerwillstartrenderingtheportfoliomanagementservices. 

7.2 Complete disclosure in respect of transactions with related parties as per the standards 
specified by the Institute of Chartered Accountants of India 

The Portfolio Manager has not undertaken any transaction with its group entities. 

8. FinancialPerformance 

The Financial Perform;,nce of the Portfolio Manager (based on audited financial statements) 

Particulars Financial Year 
2023-2024 (in Rs.) 

Profit/ (Loss) Before Depreciation 52,58,887.33 

& Taxation 

Net Profit I (Loss) after 52,58,887.33 

Depreciation & Taxation 

Partner's Capital 2, 78,08,887.33 

9. Performance of PortfolioManager 

This section will be updated once the Portfo lio Manager starts rendering the portfolio 
management services. Pl'rfo r111;111re ind ic;i tors will be calculated using time weighted average 

method in terms or Hegulation 22 ul thl' SEBI (Port fol io Managers) Regulation, 2020 as amended 

rrom time to ti 1rn· onre thl' Portlol io Manage1· starts rendering the portfolio management services. 

No te: 



• 

• 

• 

• 

Calculation of return is done based on Time Weighted Average Rate of Return method . 

Performance data is based on net of all fees and all expenses (including taxes). 

All cash holdings and investments in liquid funds have been considered for calculation of 

performance. 

Performance related information provided above is not verified by SEBI and past 

performance may or may not sustain in the future. 

Net of all expenses and investor returns may differ, based on their period of investment, fee 

structure and point of capital flows. 

TWRR is not applicable in case of the Co-investment Portfolio Manager Investment Approach. 

10. AuditObservations 

There have been no adverse observations reported by the statutory auditor in last preceding 3 
years. 

11. Nature ofexpenses 

The following are indicative types of costs and expenses for clients availing the Portfolio 

Management services. The exact basis of charge relating to each of the following services shall be 

annexed to the Portfolio Management Agreement and the agreements in respect of each of the 

services availed at the time of execution of such agreements. With Effect from October 1, 2020, 

operating expenses excluding brokerage, over and above the fees charged for Portfolio 

Management Service, shall not exceed 0.50% per annum of the client's average daily Assets under 

Management (AUM). 

a. Management Fees / Advisory Fees: Professional charges relate to the Portfolio 

management services offered to clients. The fee may be a fixed charge or a percentage of 

the quantum of funds managed and may be return based or a combination of any of these. 

Return based fees shall be calculated on "High Water Mark Principle". 

b. Custodian/Depository Fees: The charges relating to opening and operation of 

dematerialized accounts, custody and transfer charges for shares, bonds and units, 

dematerialization, rematerialisation and other charges in connection with the operation 

and management of the depository accounts. 

c. Registrar and transfer agent fee: Charges payable to registrars and transfer agents in 

connection with effecting transfer of securities and bonds including stamp charges, cost of 

affidavits, notary charges, postage stamp and courier charges. 

d. Brokerage and transaction costs: The brokerage charges and other charges like service 

charge, stamp duty, transaction costs, turnover tax, exit and entry loads on the purchase 

and sale of shares, stocks, bonds, debt, deposits, units and other fina ncial instrunu1ts. 

e. Certification and professional charges: Charges pay;:ible ror out sourced professiona l 

services like accounting, taxation and legal services, not;:irizalions etc. for certi fi cations, 

attestations required by bankers or regulatory authori ties. 



f. Incidental Expenses: Charges in connection with the courier expenses, stamp duty, 

service tax, depository charges, postal, telegraphic, opening and operation of bank 

accounts etc. 

g. Other charges: As may be mutually agreed between client and Portfolio Manager. 

Manner of payment: Client shall pay by way of cheque/ DD/ Debit to the client portfolio account, 

as per the respective fee schedule applicable to the portfolio services opted by the client. 

Indicative Nature ofExpenses for Clients 

I. lnvesbnent Management and 
Advisory Fee1 

1. Performance Fee As per Client Service Agreement 

2. Management Fees based on asset 
under management (AUM) or asset As per Client Service Agreement 
under advisory f AUA) 
3. Exit Loads (if redeemed in part or As per Client Service Agreement 
full) 
(a) In the first year from the date of Up to 3% of the amount redeemed 
investment 
(b) In the second year from the date of Up to 2% of the amount redeemed 
investment 
(c) In the third year from the date of Up to 1 % of the amount redeemed 
investment 
(d) After three years f~om the date of No exit load 
investment 

II. Brokerage and Transaction Costs Up to 0.50% 

Ill. Custodian Fee 

IV. Fund Accounting Charges 

V. Registrar and Transfer Agent Fee 
Not exceeding 0.50% of the p.a. 

VI. 
Certification and professional Client's average dai ly AUM 
charges 

VII. Incidental Expenses 

VIII. Other Charges 

12. Taxation 

12.1 General 

I nviewofthei nd ivid ualna tureoftaxconsequ ences,eachcl ic 11 tis~d vi scd tnconsu I th i sorher 
tax ad visorwi threspccttothespeci l'i ct,1xrn ll SL'q u L' llCcs,1 ri s i 11gt 1111 i 111 /herfrom p,1 rt ici 1n ti on 
inanyofthci nvcstmcnts. Theta xi 111 pl ic;i ti n11sg ivL·11 bclm1·,11·L·h~scdon thccxisl i ngprnvis i 011s or the 

'subject to such discretion of tl1e Portfolio Manager including to reduce, increase or wa,ve such fee{sl as may be agreed between the Portfolio Manager and 

the concern Client. 



Income tax Act, 1961 ('the IT Act') and rules made thereunder. The Portfolio Manager accepts 
no responsibility for any loss suffered by any Investor as a resu lt of current taxation law and 
practice or any changesthereto. 

12.2 TaxRates 

The rates specified in this section pertain to the financial year ('FY') 2024-25 as per the 
amendments proposed by the Finance Bill, 2024 ('FB 2024'). The rates are exclusive of 
Surcharge and Health and Education cess as leviable. 

A. Dividend 
The Finance Act, 2020 has reintroduced the classical system of taxing dividends in the 
hands of the shareholders. Where the dividend income has been offered to tax on net 
basis,expensesmaybeclaimedagainstdividendincomewithspecificlimitsspecifiedfor 
interestexpense. 

Dividend income shall be taxable in the hands of the unitholder as under: 

Particulars Tax rate - - , __ 

Non-resident shareholders (on a gross 20% 
basis 
i.e. without allowing any deduction for 
expenses) 
Resident shareholders (other than As per applicable slab rates 
companies 
and firm / LLP) 
Firms/ LLPs 30% 

Indian companies 22%/ 25%/ 30%2 

The above rates will be increased by applicable surcharge and health and education 
cess. 
I fthe tota I tu rnoveroftheresid entco rporatei nvestordoesno texceedlN R40 0 0milliond u ring 
financialyear2019-20,aconcessional rateof25%(plus 
a pp Ii ca bl esu rchargeand healthanded ucationcess) shalla pp ly. 

Further, asperSectionl 15BAA­
Corporate taxra tefordom esticcom paniesisreduced to 2 2 % ( excl udi ngsu rchargeand heal th 
andeducation cess) subject to condition that they will not avail any incentives or 
exemptions. Further, no Minimum Alternate Tax (MAT) applicable on such companies. 

B. Interest 
Classification of interest income is a matter of dispute with contradicting judicial 
precedents.Whetherinterestincomewouldbeassessableasbusinessincomeorincome 
fromothersourceswoulddependuponthenexusithaswiththeassessesactivities. 

Interest income shall be taxable in the hands of the unitholder as fo llows: 

Particulars Tax rate 

Non-resident sh a re ho Ide rs other than fo reign Upto 30% 

· II the total turnover of the re11dent corporate investor does not exceed INR 4000 million during financial year 2021·22, a concessional rate of 25% 

(plus applicable surcharge and health and education cess) shall apply. Further, as per section: 
Section llSBAA - Corporate tax rate for domestic companies is reduced to 22% (excluding surcharge and health and education cess) subject to 
cond11io11 that they will not avail any incentives or exemptions. Further, no Minimum Alternate Tax (MAT) applicable on such companies 



companies 

Resident shareholders (other than companies and As per applicable slab 
firm/LLP) rates 

Firms/ LLPs 30% 

Indian companies 22%/ 25%/ 30% 

Foreign Companies 40% 
--

C. Capital Gains on sale ofsecurities 

Type of Periodofholdingimmediatelyprecedingthedat 
instrument eoftransfer 

Listed securities More than 12 months Long-term Capital Asset 
I 

12 months or less Short-term Capital Asset 

Unlisted shares More than 24 months Long-term Capital Asset_ 

24 months or less Short-term Capital Asset 

Other securities More than 36 months Long-term Capital Asset 

36 months or less Short-term Capital Asset 

Tax Rates in case of Residents under domestic laws3 

Nature of Income Tax rate · · ~for Tax rate - for 

any other 
resident 

I 

Short-term capital gains on transfer of (i) 
listed equity shares on a recognized stock 
exchange, 
(ii) to be listed equity shares 
soldthroughofferforsaleandonwhich STT has 
beenpaid 

Short-term capital gains ( other than on listed 

shares) 

3
The above rates will be increased by applicable surcharge and he~lth ,111d cc:». 

beneficiaries 

who ar:! resident 

finns, 

conmanies 

domestic beneficiaries 

15 15 
(without indexation) (without 

indexation) 

22/25/30 As per slab rates 
(without indexation) 

for domestic 
com,,anies / 30% 

(without indexation) 
forfi rms 



II 

10 Long-term capital gains exceeding INR 1 lakhs 
on transfer of (i) listed 
equitysharesonarecognizedstock exchange, 

(without indexation) 

10 
(without 

indexation) 

(ii) to be listed equity shares sold through 
offerfor sale or and on which STThasbeen 
paid4 

Long-term capital gains on 10 

transfer of listed bonds or listed debenturess ( without indexation) 

10 

(without 
indexation) 

Long-term capital gains ontransfer of unlisted 20 
bonds, units of mutual fund (other than equity- (without indexation) 
oriented mutual fund) or unlisted debentures 

20 
(without 

indexation) 

Nature of Income Tax rate for beneficiaries Tax rate for any 

who are resident firms, other resident 

domestic companies beneficiaries 

Long-term capital gains ontransfer 20 20 
of unlisted securities ( other than (with indexation) (with indexation) 

unlisted bonds and unlisted 
debentures) 

Long-term capital gains ontransfer 
10 10 

of listed securities [othcrth,munits (without indexation) (without 
of mutual funds, listed bonds and or indexation) 
listed debentures] and on which 20 or 
STT has not been paid (with indexation), 20 

whichever islower (with indexation), 
whichever islower 

Long-term capital gains ontransfer 
20% (with indexation) 20% (with 

of units of mutual fund (listed or 
indexation) 

unlisted) other than equity-
oriented fund 

Tax Rate in case ofNon-residents under domestic laws6 

4
The Finance Act, 2018, has introduced set lion 112A of the IT I\ lo provide for lJx,ilIon of long-le rm capital gains exceeding Rs. 1,00,000 (computed 

without considering indexation benefit and foreign 1'xci1anr,r lluctuat1on benefit) Jrising on listed equity shares, or to be listed equity share at 10% 
(exclusive of surcharge and health and education cess) Further, STT should be paid Jt the time of acquisition !except in some acquisitions, notification 

has been issued in this regard on bl October 2018)) and ~.ile of the securities. 
5The Indian tax authorities may seek to apply a higher rate of 20% (plus applicable surcharge and health and education cess) without indexation on 

long-term capital gains arising on sale of listed bonds and debentures 
6The above rates will be increased by applicable surcharge and health and education cess 



Nature oflncome 

Short-term capital gains on 
transfer of (i) equity shares 
through recognized 
stockexchange, (ii) to be listed 
equity shares sold through offer 
for sale or, and on which STT has 
been paid 

Other short-term capital 
gains 

Long-term capital gains exceeding 
INR 1 lakhs on transfer of (i) listed 
equity shares on a recognized 
stock exchange, (ii) to be listed 
equity shares sold through offer 
for sale or and on whichSTT has 
beenpaid 

Long-term capital gains on 
transfer of listed bonds / listed 
debentures or other listed 
securities (other than units of 
mutual fund) on which STT has 
not been paid 
(Refer Note below) 

Long-term capital gains on 
transfer of unlisted securities 

Long-term capital gains on 
transfer of units of mutual fund 
(listed or unlisted) other than 
equity-oriented 
fund 

Nature of Income 

Tax rate for benefifiaries 
who are foreign 
companies 

15 
(without indexation) 

30/ 40 
(without indexation) 

10 
(without indexation and 
without foreign currency 

fluctuation benefit) 

10 
( without indexation) 

10 
(without indexation 

and foreign 
currencyfluctuation 

benefit) 

20 
(with indexation) 

Tax rate for beneficiaries 
who are foreign companies 

.. 

Tax rate for any 
other fotejgn , 
beneficiaries other 
than com'J)anies 

15 
(without indexation) 

30 
(without indexation) 

10 
(without indexation 
and without foreign 
currenc;y fluctuation 

benefit) 

10 
(without indexation) 

10 
(without 

indexati 
onand foreign 

cu rrencyfluctuation 
benefit) 

20 
(with indexation) 

Tc1x r.-itc for ,my 
th.-in comp.-inics 



Short-term capital gains 
ontransfer of (i) equity 
sharesthrough recognized stock 
exchange, (ii) to be listed 
equity shares sold through offer 
for sale or, and 
on which STT has been paid 
Other short-term capital 
gains 

Long-term capital gains 
exceeding INR 1 lakhs on 
transfer of (i) listed equity 
shares on a recognized stock 
exchange, (ii) to be listed equity 
shares sold through offer for sale 
or and on whichSTT has been 
paid 

Long-term capital gains on 
transfer of listed bonds / listed 
debentures or other listed 
securities (other than units of 
mutual fund) on which STT has 
not been paid 
(Refer Note below) 
Long-term capital gains on 
transfer of unlisted securities 

15 
(without indexation) 

30/ 40 
(without indexation) 

10 
(without indexation and 
without foreign currency 

fluctuation benefit) 

10 
(without indcxJtion) 

10 
(without indexationand 

foreign currencytluctuation 
benefit) 

15 
(without indexation) 

30 
(without 

indexation) 
10 

(without indexation 
and without foreign 
currency fluctuation 

benefit) 

10 
(without indexation) 

10 
(withoutindexation 

benefit) 

f-----------------+---------- -L'-----------l 

Long-term capital gains on 
transfer of units of mutual fund 
(listed or unlisted) other than 
equity-oriented 

20 
(with indexation) 

20 
(with indexation) 

Note -Indian tax authorities may seek to apply a higher rate of 20% (plus applicable 
surcharge andhealthandeducatio11cess)onlong­
termcapitalgainsarisingonsaleoj1istedsecurities(on which STT is notpaid) 

D. Surcharge and health and educationcess 

The above rates of income-tax shall be increased by the following surcharge on income­
tax and education ccss on income-tax and surcharge: 

[ For the Financial Year 2024-25 Surchargeon 
income-tax 



Resident companies with income exceeding: 
7% 

- INR 10 million but less than INR l00million 
12% 

- INR lOOmillion 

Resident companies opting for taxation under section 1 lSBAA 10% 

and section 1 lSBAB 

Non-resident companies with income exceeding: 
2% - INR 10 million but less than INR l00million 
5% 

- INR lO0million 

Firm/ LLP with total income exceeding INR 10 million 12% 

Resident and non-resident individuals/ Association of 10% 

Persons(AOP), Body of Individuals (801) and Artificial Juridical 

Persons (AJP) with total income (including dividend income 

and income under section 11 lA and 112A of the Act) exceeding 

INR 5 million but less than INR°'10million 

Resident and non-resident Individuals/ AOP /801/ AJP with total 15% 

income (including dividend income and income under section 

11 lA and 112A of the Act) exceeding INR 10 million but less 

than INR 20 million 

Resident and non-resident Individuals with total income 25% 

(excluding dividend income and income under section 111A .. 

and 112A of the Act) exceeding INR 20 million but less than INR 

SO million 
I . 

Resident and non-resident Individuals with total income 37% 

(excluding dividend income and income under section 111A 

and 112A of the Act) exceeding INR 50 million capped to 25% 

under new tax regime 

On buy-back tax 12% 

In addition to the surcharge and health and education cess is chargeable at 4% on 

income-tax and surcharge. 

E. Gains are characterized as 'businessincome' 

If the gains are characterized as business income, then the same is taxable on net income 

basis at the rate of 30% for resident investors. The Finance Act has reduced the tax rate 

to25% in case of domestic companies having a total turnover or gross receipts not 

exceeding INR 400 crorcs in the Financial Year 2019-20. Kindly note, we have assumed 

highest rate for resident individual investors. Also, per the Taxations Laws 

(Amendment) Act, 2019, domestic companies have the option to pay tax on total income 

at the r,1te of 15% or 22% subjecl to fulfillment of certain conditions. If the gains are 

characterized as business income, then the same are taxable on net income basis at 40% 

for foreign company if it has a business connection/ permanent establishment in India, 

and such income is attributable to the 



businessconnection/permanentestablishmentofthenon-residentinlndia.Further,fornon· 
resident investors (other than a foreign company) a tax rate of 30% islevied. 

F. Premium onredemption: 

There are no specific provisions contained in the ITA, with regard to the 
characterization of the premium received on redemption of debentures. Redemption 
premium earned on account of redemption of Non-Convertible Debentures/ Optionally 
Convertible Debentures, 
maybeclassifiedascapitalgainsorinterest Thecharacterizationofpremiumonredemption 
of debentures as interest or a capital receipt has to be decided based on factors 
surrounding the relevant case and within the framework of the followingfeatures: 

• The term of theloan, 

• The rate of interest expressly stipulated for (whether at arm's length, whether 
containspremium over risk free rate of return,etc.), 

• The nature of the riskundertaken: 

• lnterestraterisk( e.g. Changesinprevailingmarketinterestra tes) 

• Capital risk ( e.g. Risk of loss ofcapital) 

• Industry risk (real estate being quite volatilesector) 

• Limited Exit Opportunities ( e.g. Redemption option at the end of the 37th month and 
limitations with respect to purchaser in the openmarket) 

• Country risk ( e.g. economic risks • slowdown in economic growth or macro-
economic imbalances,politicalinstabilityandrelatedrisks,lawsandtaxrelatedrisks· 
retrospective amendments) 

G. Currency risk adverse change in exchangerate 

In order to characterise the redemption premium as capital gains, one need to 
demonstrate and substantiate (with requisite documentation) that any premium paid is 
on account of 
abovereferredrisks.Preferable,oneshouldbeabletoprovidebroadbifurcationofpremium 
against each category of risk. Where redemption premium is classified as capital gains, 
the 
sameistaxableattheratespecifiedagainstcapitalgains.lfredemptionpremiumisclassified as 
interest, it is taxable at the rate specified againstinterest. 

H. Proceeds on buy-back of shares by a domesticcompany 

Persection 10 (34A )of the IT A,gainsarisingon buybackofsharesareexem pti nthe hand so f 
investors. However, per section 1 lSQA of the ITA, a distribution tax at the rate of 20% is 
payable by an Indian company on distribution of income by way of buy-back of its 
shares where the buyback is in accordance with the provisions of the Companies Act, 
2013. Such distribution tax is payable on the difference between consideration paid by 
such Indian company for the purchase of its own shares and the amou1 that was 
received by the Indian investee company at the time of issue of such shares, determined 
in the manner prescribed. 
Inthisregard,C8DTvideitsnotificationdated 17Octobcr2016 prcsCl'ibcd fi na I buybackru lcs 
by inserting new Rule 4088 to the Rules for determination of the amount received by 
the Indian company in respect of issue of shares. The above provision also applies in the 
case of buyback of shares listed on a recognized stocke:-;ch;111ge. 

12.3 Other taxconsiderations 



A. Advance tax instalmentobligations 

It will be the responsibility of the investors to meet the advance tax obligation 

instalments payable on the due dates prescribed under the ITA. 

B. Tax deduction atsource 

Section 206AA of the ITA 

Theincometaxprovisions(section206AAofthelTA)providethatwherearecipientofincome 

(who is subject to withholding provisions) does not furnish its Permanent Account 

Number ('PAN'),thentaxisrequiredtobedeductedbythepayerat 

thehigherofthefollowingi.e.,(i) 
ratesspecifiedintherelevantprovisionsofthelTA;(ii)ratesinforce;or(iii)at20%. 

In the case of non-residents not having a PAN, this provision requiring tax deduction at a 

higher rate shall not apply if they furnish certain prescribed information / documents. 

The CBDT had issued a notification granting certain relaxations from deduction of tax at 

a higher rate in the case of non-res_i_dent investors or a foreign company. The provisions 

of section 206AA of the ITA does not apply in respect of payments to be made which are 

in the nature of interest, royalty, fees for technical services and payments on transfer of 

any capital asset, provided the deductcc furnishes certain details and specified 

documents to the deductor. 

Section 206AB of the /TA 

TheFinanceAct,2021hasintroducedanewprovision-section206ABinthelTAfordeducting 

tax at higher rates on payments made to non-filers of income-tax returns. Section 206AB 

of the ITA applies where any sum or income or amount is paid, or payable or credited, 

by a persontoaspecifiedpersonand 

taxisrequiredtobedeductedatsourceasperprovisionsof 
the IT A( exceptundersectionsl 92, 192A. 1948, 194B8, 194LBCor194NoftheITA). 

Specified person shall not include a non-resident who does not have a permanent 

establishment in India. 

In case the aforesaid section is applicable, tax shall be deducted at higher of the 

followings rates: 

• twice the rate specified in the relevant provision of the ITA; or 
• twice the rate or rates in force; or 
• the rate of five per cent. 

If provisions of section 206AA and section 206AB of the ITA are applicable to a specified 

person, then, tax shall be deducted at higher of the two rates provided under the 

respective sections of the IT Act. Withholding tax on purchase of goods The Finance Act, 

2021 has int. 0duced a new provision - section 194Q in the ITA. The section provides 

that any person 

( Le.buyer )whoisresponsi bleforpayi nganysu 111lll,111yrcside11 t ( i.c.scl !er) forthepurchase of 

any goods (likely to include sh,lrL'S ,111d SL'L'uritiL·s) of the v,1lue or aggregate of such 

value exceeding INR 50 lakhs in .1ny prl'Villus yl',lr, sh,111 deduct an .unount equal to 

0.1 %. of such su rnexceed i ngl N RS0lc1 khs.Thebuycrshall he required cl eel uctsuch 

taxatthetimeofcreclit of such sum to the :icrnunt of the seller or at the time of payment 

thereof by any mode, 

w hi cheverisearl ie r. Furth er, thete rm 'bu )'L'r'hasbee 11 cl efi necl tom ea nape rso m v hose to ta I 



sales, gross receipts or turnover from the business carried on by him exceeds INR 10 
crores during the Financial Year immediately preceding the Financial Year in which the 
purchase of goods is carried out. The section further provides that if any sum is credited 
to any account, whether called "suspense account" or by any other name, in the books of 
the buyer liable to pay such income, such credit of income shall be deemed to be the 
credit of such income to 
theaccountofthepayee(i.e.seller)andtheprovisionsofthissectionshallapplyaccordingly. 

However, the provisions of section 194Q shall not apply to transactions on which: 

a. tax is deductible under any of the provision of the ITA;and 

b. taxiscollectibleu ndertheprovisi onsofsection2 06Cofthe IT Aotherthan transaction to 
which section 206C(1H) of the ITAapplies. 

C. Collection of tax atsource 

Section 206C( 1 H) of the ITA mandates a seller to collect tax at source at the rate of 0.1 % 
of the consideration value of the goods (likely to include shares and securi.ties) sold 
exceeding value of INR 50 lakhs. The seller has been defined to mean a person whose 
total sales, gross receipts 
orturnoverfromthebusinesscarriedonbyhimexceedsINRl0croresduringthespecificearlie 
r year.IfthebuyerdoesnotprovidcPANorAadhaarnumbertotheseller,thenthetaxratewould 
be 1 % (section 206CC). In a situation, where the buyer is liable to undertake 
withholding obligations and has undertaken the said obligation, the seller will not be 
liable to collect tax at source. 

Having said the above, the CBDT vide its Circular dated 29 September 2020, stated that 
the provisions of 206C(1H) shall not apply to transactions in securities and commodities 
which are traded through recognized stock exchanies. 

The Finance Act, 2021, has proposed a new section (i.e. section 206CCA) which is to be 
effective from 1 July 2021. Vide this section, tax will be required to be collected atthe 
higher of the i.e., 
(i) rates specified in the relevant provisions of the ITA; or (ii) at 5% (five per cent) by a 
person at the time of receipt of any sum from a specified person. In this context, the 
term 'specified person' means a person who has not filed the tax returns for the specific 
defined past two years and the tax withheld and tax collected at source is INR 50,000 or 
more for the said two years. Further, the specifiedperson to not include a non-resident 
who does not have a permanent establishment in India. 

If both the above-mentioned provisions are applicable (i.e. section 206CC and 206CCA), 
it has been proposed that the tax will be collected at the higher of the two rates derived 
in both the sections. 

Applicability of these provisions in the case of cross-border or offshore transactions to 
be evaluated on a case to case basis. 

The applicability of these provisions w.r.t. shares and securities are required to be 
tested. 

D. Foreign Portfoliolnvestors 

Per section 2(14) of the ITA, any investment in securities made by FPls in accordance 
with the regulations made under the Securities and Exchange Board of India is treated 
as a capital asset. Consequently, any income arising from transfer of securities by FPis 



are to be treated as capital gains. Under section llSAD of the ITA, long-term capital 

gains arising from transfer of securities are taxable at the rates mentioned in paragraph 
3.3 above. 
Under section llSAD of the ITA, interest and dividend income earned by FPls are 

taxable at 20%. However, interest referred to in section 194LD of the ITA is taxable at 

5% subject to fulfilment of conditions. 

Per section 196D of the ITA, no deduction of tax is made from any income by way of 

capital gains arising from the transfer of securities referred to in section 1 lSAD which is 

payable to FPI. However, tax shall be deducted under section 196D of the ITA with 
respect to interest income ( other than referred to in section 194LD of the ITA) and 
dividend income at the rate of20%. 

These tax rates are subject to the rates specified in the applicable tax treaties and 
subject to fulfillment of conditions specified therein and under the ITA for availing such 
benefits. 

E. Tax Treaty Benefits for Non-Residentinvestors 

Per Section 90(2) of the JTA, the provisfons of the ITA, are applicable t9 the extent they 

are more beneficial than the provisions of the Tax Treaty between India an·d the country 
of residence of the non-resident investor (subject to General Anti Avoidance Rules 

('GAAR') provisions discussed below and to the extent of availability of Tax Treaty 
benefits to the non- resident investors). 

Per the Finance Act 2020, section 90(1) of the ITA is amended to provide that the 

Central Government may enter into Tax Treaty for granting relief in respect of income 

tax, without creating opportunities for non-taxation or reduced taxation through tax 

evasion or avoidance (including through treaty shopping arrangements aimed at 

obtaining reliefs provided in the said agreement for the indirect benefit of residents of 

any other country or territory. 

Having said the above, it may be noted that no assuranre can be provided that the Tax 

Treaty benefits will be available to the non-resident investors or the terms of thL' T;lx 

Treaty will not be subject to amendment or reinterpretation in the future. This rhaplL'r 

does not discuss the tax implications applicable to the non-residents under a beneficial 

Tax Treaty, which would need to be analysed separately based on the specific fac.:ts. 

The taxability of such income of the non-resident investors, in the absence of Tax Treaty 

benefits or from a country with which India has no Tax Treaty, is in accordance with the 

provisions of the ITA 

F. Tax Residency Certificate('TRC') 

In order to claim Tax Treaty benefits, the non-resident investors have to obtain the TRC 

as issued by the relevant authorities of its home jurisdiction. Further, the non-resident 

investors are required to furnish such other information or document as may be 

prescribed. In thisconnection, the CBDT vidc its not .cation dated 1 August 2013 h~1d 

prescribed certain information in Form No. l0F to be produced ;ilong with the TRC, if 

the same does not form part of the TRC. The tax authorities nwy gr,rnt T,1x Trc;H v 

benefit (after verifying the TRC) bziscd 011 tile !°Jets of c;ich G1sc. 

G. Non-resident investors (includingFPI) 

A non-resident investor is subject to ta:;;:ition in India only if: 



• 
• 

it is regarded a tax resident of India; or 
being a non-resident in India, it derives (a) Indian-sourced income; or (b) if any 
income is received/ deemed to be received in India; or ( c) if any income has accrued 
/ deemed to have accrued in India in tenns of the provisions of the IT A. 

Per Section 6 of the ITA, a foreign company is treated as a tax resident in India if its 
place of effective management ('POEM') is in India in that year. POEM has been defined 
to mean a 
placewherekeymanagementandcommercialdecisionsthatarenecessaryfortheconductof 
the business of an entity are, in substance made. In case, the foreign company has a 
POEM in 
lndia,itqualifiesasaresidentoflndiafortaxpurposesandconsequently,itsworldwideincome 
is taxable in India. In this connection, the CBDT issued a notification dated 22 June 2018, 
prescribing special provisions regarding taxation of foreign companies which are 
regarded as residents in India on account of its POEM being in India. Further, the foreign 
company might also not be entitled to claim the benefits of a Tax Treaty between India 
and the country of residence of the foreigncompany. 

The CBDT had vide its. Circular dated 24 January 2017, issued guiding principl_es for 
determination of PO6.M of a Company ('POEM. Guidelines'). The POEM guidelines lay 
down emphasis on POEM concept being 'substance over form' and further provides that 
place where the management decisions are taken would be more important than the 
place where the decisions are implemented for determining POEM. 

The CBDT had vide circular dated 23 February 2017, clarified that provisions of Sec 
6(3)(ii) relating to POEM do not apply to companies having turnover or gross receipts 
less than or equal to INR 50 crores during the Financial Year. 

Per section 90(2) of the ITA, the provisions of the ITA apply to the extent they are more 
beneficial than the µrovisions of the Tax Treaty between India and the country of 
residence of the non-resident investor (subject to GAAR provisions discussed below). 

Per the Finance Act 2020, section 90(1) of the ITA is amended to provide that the 
Central Government 111,1y enter into Tax Treaty for granting relief in respect of income 
tax, withoutcreating opportunities for non-taxation or reduced taxation through tax 
evasion or avoidance (including through treaty shopping arrangements aimed at 
obtaining reliefs provided in the said agreement for the indirect benefit of residents of 
any other country or territory). 

However, no assurance can be provided that the Tax Treaty benefits will be available to 
the non-resident investor or the terms of the Tax Treaty will not be subject to 
amendment or reinterpretation in the future. The taxability of such income of the non­
resident investor, in the absence of Tax Treaty benefits or where the non-resident 
investor is from a country with which India has no Tax Treaty, would be as per the 
provisions of the IT A. 

H. STT 

STT is applicable on various transactions as follows: 

a. 0.10% on the purchase of equity sharL·s in a company and units of business trust on 
a recogn izcdstockcxd1,1 ngei n Ind i,1whcrc l he con trzictforpu rchaseissettledbythe actual 
delivery or tr,rnsfcr ofshc1rcs; 

b. 0.10%onthesalcofcq ui tysharcsi nacompanyorsalcofunitsofabusinesstruston a 
recognized stock exchange in India where the contract for sale is settled by the actual 
delivery or transfer ofshares; 



c. 0.001 % on the sale of units of equity oriented funds on a recognized stock exchange 

in Ind iawhe retheco n tractforsa leissettled bytheactuald el i veryortra nsf e rofu nits 

d. 0.025%onthesaleofequitysharesinacompanyorunitsofequityorientedfundsor units of 

a business trust on a recognized stock exchange in India where the contract 

forsaleissettledotherwisethanbytheactualdeliveryortransferofsharesorunit; 

e. 0.01 % on the sale of futures insecurities; 

f. 0.05% on the sale of options insecurities; 

g. 0.125%ofthedifferencebetweenthestrikepriceandsettlementpriceoftheoption, where 
the options areexercised; 

h. 0.001 % on the sale of units of equity oriented fund to the Mutual Fund. 

i. 0.2o/oonsaleofunlistedequitysharesunderanofferforsale 

I. Receiptof anyproperty atavaluebelowfairmarketvalue 

In case, a resident subscribes to the shares of an Indian closely held company at a 
premium and the total consideration for subscription exceeds the face value of such 

shares, the difference between the total consideration for subscription and FMV of such 

shares is considered as income from other sources. The same would be subject to tax ill: 

the hands of the investee companies under section 56(2)( viib) of the ·IT A. For the above 
purposes, the FMY of shares is determined as per detailed rules prescribed or as may be 

substantiated by thecompany to the satisfaction of the tax officer based on the value of 
assets and liabilities, whichever is higher 

J. Transf erofun q uotedsharesatlessthanfairmarketvalu e 

PerSectionS0CAoflTA,ifthereisatransferofunquotedsharesofacompanyatavaluelesser 
than the fair market value, then the fair market value is deemed to be the full value of 
sale 
considerationforcomputingthecapitalgainsforsuchunquotedshares.TheCBDThasnotified 

rules for computation of FMY for the purpose of section S0CA of the IT A. 

Per the Finance (No. 2) Act, 2019, the provision of section S0CA do not apply to any 

consideration received/ accruing on transfer by certain class of persons and subject to 
fulfillment of conditions, as may be prescribed. 

K. Deemed income on investment insecurities 

Section 56(2)(x) of the ITA provides that if any assessee receives any property 

(including securities) without consideration or-for inadequate consideration in excess of 

INR 50,000 as 

comparedtothefairmarketvalue,fairmarketvalueinexcessofsuchconsiderationistaxable in 

the hands of the recipient as 'Income from Other Sources'. The tax rates are subject to 

availabilityofbenefitsundertheTaxTreaty,ifanyincaseofnon-residentassessee. 

The CBDT has issued rules with revised mechanism for computation of FMV for the 

purpose of section 56(2)(x) of the ITA. 

Per the Finance (No.2) Act, 2019, the provision of section 56(2)(x) of the !TA do not 

apply to any sum of money or any property received by such class of persons and 

subject to fulfillment of conditions as may be prescribed. 

Such deemed income is chargeable to tax (i) at the rate of 30% in r;1\c of resident 

investors (assuming highest slab rate for resident individual) (ii) ;:it the r,Hc of 40% in 

case of foreign companies and (iii) at the rate of 30% in case of non-rcsidL'llt (zissuming 

highest slab rate for non-resident individual). 



In the case of domestic companies having total turnover or gross receipts not exceeding 

INR 
400 crores in the Financial Year 2019-20, the tax rate is 25%. Per the Taxation Laws 

(Amendment) Act, 2019, domestic companies have the option to pay tax on total income 

at the rate of 15% or 22% depending on fulfillment of certain conditions and their 

nature of business. 

The Finance Act 2020 has inserted a new section 115BAC in the ITA. Per the said 

section, Individuals and HUF have an option to pay tax on their total income at the 

reduced tax rates. 

Theincomewould,however,havetobecomputedwithoutclaimingprescribeddeductionsor 

exemptions. 

L. GAAR 

The Finance Act, 2012 had introduced General Anti-Avoidance Rules ('GAAR') into ITA, 

which, subsequent to the amendments introduced by the Finance Act, 2015, has come 

into effect from April 1, 2017. Further, it has been announced that GAAR would be 

applicable only to investments made on or after April 1, 2017. • 

As per the provisions of !TA, Indian tax authorities have been granted wide powers to 

tax 'impermissible avoidance arrangements' including the power to disregard entities in 

a structure, reallocate income and expenditure between parties to the arrangement, 

alter the tax residence of such entities and the legal situs of assets involved, treat debt as 

equity and vice versa. The GAAR provisions are potentially applicable to any transaction 

or any part thereof. 
The term 'impermissible avoidance arrangement' has been defined to mean an 

arrangement where the main purpose is to obtain a tax benefit, and it: 

1. creates rights, or obligations, which are not ordinarily created between persons 

dealing at arm'slength; 

2. results,directlyorindirectly,inthemisuse,orabuse,oftheprovisionsoflTA; 

3. 1ackscommercialsubstanceorisdeemedtolackcommercialsubstance,inwhole or in 

part;or 

4. isenteredinto,orcarriedout, bymeans,ori nama n ncr, wh icharenotord inarily 

employed for bona fidepurposes. 

Further,anarra ngementshallbepresumed,unlessi tis proved totheco n t ra ryby thet.:ix payer, 

to have been entered into, or carried out, for the main purpose of obtaining a tax benefit, 

if the main purpose of a step in, or a part of, the arrangement is to obtain a tax benefit, 

notwithstanding the fact that the main purpose of the whole arrangement is not to 

obtain a tax benefit. The arrangement shall be deemed to lack commercial substance 

(amongst other factors)if: 

1. the substance or effect of the arrangement as a whole, is inconsistent with, or 

differs significantly from,the form of its individual steps or a pait; or 

2. it involves orincludes: 

a) round tripfinancing; 

b) an accommodatingparty; 

c) elements that have effect of offsetting or czrncclling c.1d1 othcr;or 

d) a transaction which is conducted through one or more persons .:ind 

cl isgu isestheval ue,loca tion,sou rce,ow ne rsh i porcun tro loff u ndswh ich 1s 

the subject matter of such tr.:insaction;or 



3. 

4. 

it involves the location of an asset or of a transaction or of the place of residence 
of any party which is without any substantial commercial purpose other than 
obtaining a tax benefit for a party;or 

it does not have a significant effect upon the business risks or net cash flows of 
anypartytothearrangementapartfromanyeffectattributabletothetaxbenefit that 
would beobtained. 

In case the GAAR is applied to any transaction pertaining to the Fund, it could have an 
adverse impact on the taxability of the Fund and the returns to the Contributors/ 
Investors. 

M. FATCAGuidelines 

According to the Inter-Governmental Agreement read with the Foreign Account Tax 
Compliance Act ('FATCA') provisions and the Common Reporting Standards ('CRS'), 
foreign financial institutions in India are required to report tax information about US 
account holders and other account holders to the Indian Government. The Indian 
Government has enacted rules relating to- FATCA- and CRS reporting in India. A 
statement is required to be provided online in Form 618 for every calendar year by 31 
May. The Reporting Financial Institution· is expected to maintain and report the 
following information with respect to each reportable account: 

a. the name, address, taxpayer identification number [('TIN') (assigned in the country 
of residence)]anddateandplaceofbirth['DOB'and 'POB'(inthecaseofan individual)]; 

b. whereanentityhasoneormorecontrolling personsthatarereportablepersons: 

i. the name and address of the entity, TIN assigned to the entity by the country of 
its residence;and 

ii. thename,address,D0B,POBofeachsuchcontrollingpersonandTINassignedtosuch 
controlling person by the country of hisresidence; 

c .• 1crnunt number( orfunctional equivalentintheabsenceofan accountnumber); 

d. account balance or value (including, in the case of a cash value insurance contract or 
annuity contract, the cash value or surrender value) at the end of the relevant 
calendar year;and 

e. the total gross amount paid or credited to the account holder with respect to 
theaccount during the relevant calendaryear. 

Further, it also provides for specific guidelines for conducting due diligence of 
reportable accounts, viz. US reportable accounts and Other reportable accounts (i.e. 
under CRS). 

N. Multilateral Convention to implement Tax Treaty related measures to prevent R.isc Erosion .iml Prof1tShifting 

ThL' Organiszition of Economic Co-operation and Development ('OECD') released the 
Multilateral Convention to implement Tc1x Treaty related measures to prevent Base Erosion ,md Profit Shi fling. 



M LI is an agreement negotiated under Action 15 of the O ECD /G20 BEPS Project. As 
opposed to bilateral Double Taxation Avoidance Agreements, the MLI is intended to 
allow jurisdictions toswiftlyamendtheirtaxtreatiestoincludetheTaxTreaty-
relatedBEPSrecommendationsin 
multipleTaxTreaties.MLlseekstocurbtaxplanningstrategiesthathavetheeffectofshifting 
profitsto lowornotaxjurisdictions,supplementsormodifiesexistingtaxtreatiesetc. 

The final impact of the MLI on a Tax Treaty is dependent on both the contracting stat~s 
to the Tax Treaty having deposited their respective instruments of ratification with their 
final MLI Positions with the OECD Depositary. The MLI includes both mandatory 
provisions (i.e. the minimum standards under the BEPS Project) as well as non­
mandatory provisions. 

India has been an active participant in the entire discussion and its involvement in the 
BEPS project has been intensive. In a ceremony held in Paris on 7 June 2017, various 
countries including India, signed the MLls. The Union Cabinet of India issued a press 
release dated 12 June 2019, approving the ratification of the MLI to implement Tax 
Treaty related measures to prevent BEPS. The application of MLI to a Tax Treaty is 
dependent on ratification as well as positions adopted by both the countries signing a• 
Tax Treaty. On June 25, 2019, India has taken the final step for implementation of MLI 
by depositing its instrument of ratification with the OECD. The MLI entered into force 
from 1 October 2019 and operational with effect from the financial year beginning from 
1 April 2020 in respect of certain treaties signed by India. 

Once MLI evolves and is implemented in future, one should need to analyse its impact at 
that point in time on the existing tax treaties that India has entered into with other 
countries. Thereis limited guidance or jurisprudence at present on how the above will 
be interpreted by the Revenue authorities and applied. 

0. Minimum AlternateTax 

The Taxation Laws (Amendment) Act, 2019 has reduced the base rate of MAT from 
18.5% to 15% (plus applicable surcharge and cess), which shall be applicable w.c.f. 1 
April 2020 i.e. Financial Year 2019-2020. Per the ITA, if the income-tax payable on total 
income by any company is less than 15% (excluding applicable surcharge and health 
and education cess) of its book profits, the company is required to pay MAT at 15% of 
such book profits (excluding applicable surcharge and health and education cess). 
Further, MAT provisions are not applicable to a foreign company if such company is a 
resident of a country or a specified territory with which India has a Tax Treaty and the 
company does not have a permanent establishment in India. Also, MAT provisions are 
not applicable if the company is a resident of a country or a specified territory with 
which India does not have a Tax Treaty, but the company is not required to seek 
registration under any law in relation to companies. 

Further, the MAT credit is allowed to be carried forward up to 15 assessment years. The 
Finance Act, 2017, has introduced the framework for computation of book profit for 
IndAS compliant companies in the year of adoption ,rnd thereafter. 

In case where the domestic company opts to be taxed as per the rates and manner 
prescribed under Section 115 BAA and 115 BAB of l he I TA, then MAT provisions does 1ml 
apply to such domestic companies. Also, MAT credit (if ,111y) is not ;illowecl to be cirril'd 
forward once the company exercises the option to .w:1il reduced tax rates as mentioned 
above. 

P. Alternate MinimumTax 



Per the ITA, if the income-tax payable on total income by any person other than a 
company is less than the alternate minimum tax, the adjusted total income is deemed to 
be the total income of that person and he is liable to pay income-tax on such total 
income at the rate of 18.5% ( excluding applicable surcharge and health and education 
cess). Such provisions are not applicable if the adjusted total income does not exceed 
INR 20 lakhs. 

Further, as per Finance Act 2020, the above provisions are not applicable in case of a 
person who exercises the option referred to in section 1 lSBAC or section 1 lSBAO of the 
ITA 

Q. Bonusstripping 

Where any person buys or acquires any units of a mutual fund or the Unit Trust of India 
within a period of three months prior to the record date (i.e., the date that may be fixed 
by a MutualFund or the Administrator of the specified undertaking or the specified 
company, for the purposes of entitlement of the holder of the units to receive additional 
unit without any consideration) and such person is allotted additional units (without. 
any payment) on the basis of holding of the aforesaid units on the record date, and if 

such person sells or transfers all or any of the original units within a period of nine 
months after the record date while continuing to hold all or any of the additional units, 
then any loss arising to him on account of such purchase and sale of all or any of the 
units is ignored for the purpose of computing his income chargeable to tax. Further, the 
loss so ignored is deemed to be the cost of acquisition of such additional units as are 
held by him on the date of sale or transfer of original units. 

R. Carry-forwardoflossesandotherprovisions(applicableirrespectiveoftheresidential 

status) 

In terms of section 70 read with section 74 of the ITA, short-term capital loss arising 
during a year can be set-off against short-term as well as long-term capital gains. 
Balance loss, if any, can be carried forwJrd and set-off against any capital gains arising 
during the subsequent 8 assessment yeJrs. A long-term capital loss arising during a year 
is allowed to be set-off only against long-term cJpital gains. Balance loss, if any, can be 
carried forward and set-off against long-term capital gains arising during the 
subsequent 8 assessment years. 

S. Proposed change in the India taxregime 

The Government of India intends to replace the current Income-Tax Act, 1961 with a 
new direct tax code ('OTC') in consonance with the economic needs of the country. The 
task force is in the process of drafting a direct tax legislation keeping in mind, tax system 
prevalent in various countries, international best practices, economic needs of the 
country, among others.At this stage, it is not possible to comment on the final provisions 
that the new OTC will seek to enact into law and consequently, no views in that regard 
are bein~ expressed. There can be no assurance as to the implications of the final new 
OTC fo1 che Portfolio Manager and its investors. 

T. Goods and ServicesTax 

From July 1, 2017 onw,mls, lndiri Ii.is i11troducecl Goods ,111d Service Tax ('GST'). Post 
introduction of GST, m.iny lndirl'ct t:ix levies (including service tax) have been 
subsumed and GST should be Jpplicablc on services provided by the Portfolio Manager. 
GST rate on such services is currently 18%. 



13. Accountine Policy /Valuations 

The following Accounting policy will be applied for the portfolio investments of clients: 

a. Investments in listed equity and debt instruments will be valued at the closing market 

pricesontheNationalStockExchange("NSE").IftheSecuritiesarenottradedontheNSE 
onthevaluationday,theclosingpriceoftheSecurityontheBombayStockExchange will be used 

for valuation of Securities. In case of the securities that are not traded on the 

valuationdate,thelastavailabletradedpriceshallbeusedforthevaluationofsecurities. 
Investments in units of mutual funds shall be valued at the repurchase price of the previous 

day or at the last available repurchase price declared for the relevant Scheme on the date of 
thereport 

b. Unlisted Equity /ConvertiblePreferenceShareswillbevaluedatFairMarketValue.Such fair value 
may be determined comparing with peers, or by taking a comparable transaction, or where 

the issuer has come out with an IPO, at the lower band of the IPO 
price,oritmaybevaluedbyanexternalagencyappointedbythePortfolioManager,on a periodic 
basis (once in ayear). 

c. TradedDebtinstrumentswouldbevaluedbasedonpricesreceivedfromCRISIL/ICRA 

d. Untraded / Illiquid debt instruments, including Real Estate papers classified as held to 
maturity (HTM) at the time of their acquisition will be valued on XIRR basis ( cash flows 
discountedattheyieldagreedwiththelssuer).Theywillbecheckedforvaluationatleast twice a 
year, in terms of regularity of payments and adequacy of collateral.Provisioning norms will 
be done wherever necessary, based on the facts of eachcase. 

e. Realised gains /losseswill becalcula ted bya pp I yi ngtheFirstl n Fi rstOu tpri nci p I e. 

f. Unrealizedgains/lossesarethedifferencesbetweenthecurrentmarketvalue/NetAsset Value 
and the historical cost of theSecurities. 

g. Dividendsonshareswillbeaccountedfor onex-dividenddateand dividendsonunitsof 

mutualfundswillbeaccountedforonreceiptofinformationfromthemutualfundhouse and 

interest, stock lending fees earned etc., will be accounted for on a~crual basis. The interest 
on debt instruments will be accounted for on accrualbasis. 

h. In respect of all interest-bearing investments, income must be accrued on a day to day basis 

as it is earned. Therefore when such investments are purchased, interest paid for the period 

from the last interest due date up to the date of purchase will not betreated as a cost of 

purchase but will be debited to Interest 

i. For derivatives and futures and options, unrealized gains and losses is calculated by marking 
to market the open positions. Specifically, in case of certain option contracts, market quotes 

are not easily available through the exchange due to low liquidity. 

Consideringthisscenario,PortfolioManagerhasappointedanexternalagencytodothe v;:ilu<1tion 

based on the latest reported trades and market accepted methodologies. 

Externalagencywillsharethequotesondailybasis,incasesuchaquoteisnotavailable, previous 

day quotes will be used by the Portfolio Manager. Maximum validity of such quote \\'ill he 

30clays. 



j. Similarly, interest received at the time of sale for the period from the last interest due date 
up to the date of sale will not be treated as an addition to sale value but will be credited to 

Interest RecoverableAccount. 

k. Transactions for purchase or sale of investments will be recognized as of the trade date and 

not as of the settlement date, so that the effect of all investments traded during a 
financialyeararerecordedandreflectedinthefinancialstatementsforthatyear.Where 
investment transactions take place outside the stock market, for example, acquisitions 

through private placement or purchases or sales through private treaty, the transaction 
should be recorded, in the event of a purchase, as of the date on which there is enforceable 
obligation to pay the price or, in the event of a sale, when there is an enforceable right to 

collect the proceeds of sale or an enforceable obligation to deliver the instrumentssold. 

I. Bonus shares will be recognized only when the original shares on which the bonus 
entitlement accrues are traded on the stock exchange on an ex-bonus basis. Similarly, rights 

entitlements will be recognized only when the original shares on which the right entitlement 
accrues are traded on the stock exchange on an ex-rightsbasis. 

m.The cost of investments acquired or purchased will include brokerage, stamp duty charges 
and any charge customarily included in the broker's contract note. In respect of privately 
placed debt instruments any front-end discount offered will be reduced from the cost of 
theinvestment. 

n. The Portfolio Manager and the Client can adopt any specific norms or methodology for 
valuation of investments or accounting provided the same is mutually agreed between them 
on a case to casebasis. 

o. Purchasesareaccou ntedfora tthecostofacqu isi tioninclusiveofbrokerage ,sta 111 pd u ty, 
transaction charges and entry loads in case of units of mutual fund. Sales are ~,rruuntcd 
based on proceeds net of brokerage, stamp duty, transaction charges and exit loads in 
caseofunits ofmutualfund.SecuritiesTransactionTax,DematchargesandCustodianfees on 
purchase/ sale transaction would be accounted as expense on receipt of bills. Tr.insaction 
fees on unsettled trades are accounted for as and when debited by the Custodian. 

p. In case of Portfolio received from the Clients in the form of securities, this will be accounted 
for at previous day's closing price on NSE. Where the Client withdraws 
Portfoliointheformofsecurities,thesamewillbeaccountedonthedateofwithdrawal at the 
previous closing price. In case any of the securities are not listed on NSE or they are not 
traded on NSE on a particular day, previous day's closing price on BSE will be used for 

aforesaid accountingpurpose. 

q. Investments in the Managed accounts (Alternate investment funds and Venture Capital 
funds )will bevalueda tlastava i l<1 blcN etassctval uedeclaredbyissuer. 

The Investor may contact the customer services official of the Portfolio M,111,1ger for thl' purpt1sc 
of clarifying or elaborating on any of the .1bove policy issues. Thl' v,1lu,1tiu11 ul thL' 
securitiesnotmentioneclabovesha 11 bev.1 I ueclo n fa i rva I uebasisasdecid eel byt he Po rtful i1 > M .i 11,1gl' r. 

The Portfolio Manager may ch,1nge the valuation policy for any particulor type of security 



consequent to any regulatory changes or change in the market practice followed for valuation of 
similar securities. 

14. lnvestorServices 

a. All investor queries and complains should be addressed to the compliance officer of the 
Portfolio Manager, whose contact co-ordinates are providedbelow: 

Name of the person Ms. Shreya Gala 
Designation Compliance Officer 
Address 1801 D Wing, RNA Grande, M G Road Off 

Link Road, , Kandivali (west), Mumbai -
400067 

Email ID cont~ct@x~lemin~estment.com 
Phone +919664318194 

b. Grievance redressal and dis_pute settlement mechanism 

In the event the Client has any grievance on the services standards or reporting that the 
Portfolio Manager has agreed to provide, then the Client shall write to the Compliance Officer of 
the Portfolio Manager, whose contacts coordinates are provided below: 

Name of the person Ms. Shreya Gala 
Designation Compliance Officer 
Address 1801 D Wing, RNA Grande, M G Road Off 

Link Road,Kandivali (west), Mumbai -
400067 

Email ID contact@x~leminvestment.com 
Phone +91 9664318194 

The aforesaid personnel or the Portfolio Manager shall attend to and address any Client query or 
concern within 30 days as required by SEBI. 

The Portfolio Manager in compliance with SEBI vide its circular no SEBI/HO/IMD/IMD­
ll_DOF7 /P/CIR /2021/681 dated December 10, 2021 on "Publis~ing of Investor Charter and 
disclosure of Investor Complaints by Portfolio Managers on their websites" has directed all the 
Portfolio Managers to provide relevant information to the investors about the various activities 
pertaining to PMS by way of an Investor Charter. 

The above details are also available on the website. 

If the client still remains dissatisfied with the remedies offered or the stand taken by the 
Compliance Officer, the client and the Portfolio Manager shall abide by the following 
mechanism: 

Any dispute unresulvcd by lhc above inll'rnzil grievzince redressal mechanism of the Portfolio 
Manager, c,1n be s11h111illl'd lo ,irbitr,ltion under the Arbitration and Conciliation Act, 1996. The 
arbitration shall be betorc three arbitrators. with each party entitled to appoint an arbitrator 
and the third arbitrator being the presiding arbitrator appointee! by the two arbitrators. Each 
pa!'ty will bear the expenses / costs incurred by it in appointing the arbitrator and for the 
arbitration proceedings. Further, the cost of appointing the presiding arbitrator will be borne 



equally by both the parties. Such arbitration proceedings shall be held at Mumbai and the 

language of the arbitration shall be English. The courts of Mumbai shall have the exclusive 

jurisdiction to adjudicate upon the claims of the parties. 

c. SEBI SCORES Platform: SEBI has launched a new web based centralized grievance system 

called SCORES i.e. SEBI Complaints Redressal System, for online filing, forwarding and 

tracking of resolution of investor complaints. 

Without prejudice to anything stated above, the Client can also register its 

No. Investment Name of the Investment Value of Percentage 

Approach (if associate/related amount investment of total AUM 

any) party (cost of as on the as on last 

investment last day of day of the 

as on the last the previous 

day of the previous calendar 

previous calendar quarter 

calendar quarter 

quarter (INR (INR in 

crores) crores) 

NIL NIL NIL NIL NIL 

grievance/complaint through SCORES (SEBI Complaints Redress System), post which SEBI may 

forward the complaint to the Portfolio Manager and the Portfolio Manager will suitably address 

the same. SCORES is available at https://www.scores.gov.in/scores/Welcome.html 

15. Detailsofinvestmentsinthesecuritiesofrelatedpartiesoftheportfoliomanager 

In accordance with Reg~lation 22(4) (da) of th~ Regulations, the details of the investments 

made in securities of Associates and Related Parties of Portfolio Managers are provided as 

follow: 

The Portfolio Manager ensures that in case of any material changes in the information provided 

in this section, the same is updated in this document and uploaded on the website of the 

Portfolio Manager within 7 days. 

16. Details of the diversification policy of the portfoliomanager 

This policy has been laid down to ensure the risk is spread across different asset classes, issuers 

and time horizon within the framework laid down in the specific investment approach. 

The Portfolio Manager follows a rule-based approach to investments. In this approach, 

Securities are eliminated by analyzing past data and selected based on rules / bottom-up 

research approach. This results in a well-diversified portfolio with broad-based caps for 

weightages on individual stocks as well as sector including taking into consideration the ris' 

profiling conducted of the clients. 

The Portfolio Manager shall periodically review the portfolios to maintain zipprupriate portfolio 

mix depending upon investment goals, market conditions, risk toler;111rl' and liquidity 

requirement to ensure diversification and meet long term goals. 1-10\•vcvcr, Lill' Clients need to 

understand that too much diversification require large capital investml'nt ,11HI 111,1y zilso ll'acl to 

losses. Further, portfolio churning for achieving diversification may not hl' effective on a long­

term basis in achievement of investment goals. Accordingly, clivci-sific1tio11 shc1II be undertaken 



while balancing risk and return to achieve desired results in achieving investment goals. 

For Brightseeds Advisors LLP 

Sr.No. Name of Partners 

1. Mr. Vinit Gala 

2. Mrs. Shreya Veera 

Date:~2024 

Place: Mumbai 

Signature):OR·BRIGHTSEC:a.>S Aa.;, ;:.: .Lf.> 

(PARTNER) 

nOR·&RIGHTSEEDS ADVISORS LLP 
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