A. Response to clarifications raised by applicants by July 19, 20220n the
Request for Proposal (RFP) for the selection of Asset Management
Companies of mutual funds for EPFO’s investments in Exchange Traded
Funds (ETFs) for incremental fund flows

Sr.

No.

Query Raised
By

Reference
Clause No. /
Page No.) in
the RFP

Content of RFP

Points of Clarification

Response

HDFC Asset
Management
ICompany
Limited

Clause
5.6/Page no. 10

The brokerage fee payable to the
Asset Management Company of

Mutual Fund would be paid on

he fresh investments made. The
ayment schedule would be
inalized mutually between the
PFO and the  successful
pplicant(s).

s the 'Brokerage fee' referred to in Clause
5.6 the same as the 'Brokerage' referred to
n the Financial Bid section (Clause 8.4)?

If yes, kindly explain the details of the
bayment schedule referred to in Clause 5.6
Wwith an example.

Read the clause 5.6 as
civen below.

5.6 Payment Schedule

The brokerage quoted
by the Applicant will be
bpplicable to EPFO’s
transactions at the time
of purchase or
edemption of units
bnd  will be paid by
EPFO at the time of
transactions.

HDFC Asset
Management
ICompany
Limited

Clause
8.4/Page
23-24

no.

*Applicable to EPFO’s
transactions at the time of
burchase or redemption of units,
quoted exclusive of taxes.

Which of the following items are to be
excluded while determining Brokerage for
the Financial Bid: Stamp duty (buy
transactions only), Transaction charges
exchanges), SEBI Charges, GST, STT, any
other?

EPFO will be paying
only  the  following
charges to the ETF
Imanufacturer, i.e.
Brokerage on
Purchase/Sale of
transaction; STT on
purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF
units redemption
0.001%) for Sale
transactions.

This is to further clarify
that the Applicant is
Fequired to quote the
Brokerage as required
lin the financial bid.

Further, Applicant
khould  ignore  the
following  note to
Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFQO’s
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.

uTI Asset
Management
ICompany
Limited

Clause
[3.7/Page no. 7

The Asset Management
Company of a Mutual Fund shall
hot undertake any corporate

ction, including but not limited
0, mergers, amalgamations,
akeover, acquisitions,
ivestment, etc. without prior
ntimation to the CBT, EPF.

This clause may be made subject to the
bpplicabe laws, rules, and regulations
ncluding the listing
Fequirements/compliances, SEBI Insider
Trading Regulations, UTI AMC's
confidentiality obligations with the third
parties and commercial requirements

The requirment in
Clause 3.7 will be
kubject to the applicabe
aws, rules, and
Fegulations  including
the listing
equirements/complian
ces, SEBI Insider
Trading Regulations,
UTI AMC's




confidentiality

obligations  with the
third parties and
commercial

equirements

Clause Payment Schedule The brokerage[Since the brokerage fee is payable at theRead the clause 5.6 as
5.6/Page no. 10ffee payable to the Assetltime of transcation only, please clarify ongiven below.
Management Company of althe payment schedule mentioned in the
Mutual Fund would be paid onklause 5.6 Payment Schedule
the fresh investments made. The The brokerage quoted
uTI Asset payment  schedule would  be by the Applicant will be
Management finalized mutually between the bpplicable to EPFO's
ICompany EPFO and  the  successful transactions at the time
imited pplicant(s). of purchase or
edemption of units
bnd  will be paid by
EPFO at the time of
transactions.
Clause 7.3 -[The applicant shall give an[Clarfication on the charges required, as we[EPFO will be paying
Note  3/Pagefundertaking that no bssume that the charges to be quoted infonly  the following
No. 19 charges other than those quotedfthe financial bid will be exclusive offcharges to the ETF
n the financial ktatutory/regulatory charges for e.g. STT|manufacturer,
id (i.e. total expense ratio andfon purchase of securities (0.10%) and}.e.Brokerage on
rokerages) shall Stamp Duty on MF units (0.005%) for[Purchase/Sale of
e chargeable to EPFO or EPFO’sPurchase transactions and STT on Sale offtransaction; STT on
nvestments kecurities (0.10%) and STT on MF unitspurchase of securities
kedemption (0.001%) for Sale transactions. [(0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF
units redemption
0.001%) for Sale
transactions.
uTI Asset
Management This is to further clarify
C'orr.1pany that the Applicant is
imited equired to quote the
Brokerage as required
lin the financial bid.
Further, Applicant
khould  ignore  the
following  note to
Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFO’s
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.
Clause 7.3 -|The applicant should quote theWe suggest the words S&P/BSE Sensex|'‘Bsg sensex” to be
Note  3/Pageffinancial bid, i.e.Total Expensefppearing at all the places in the RFP ead as “ S&P BSE
UTI AssetNo. 19 Ratio and brokerage applicabledocument is to be replaced with S&P BSEfcesay” in the
Management for each of the years over the[Sensex. Hocument wherever
C.onjpany hext three ygars, for the S&P bppearing.
Limited Sensex and Nifty 50 based ETFs
keparately in  the format
provided below
UTI Asset|7.3/Page  No.[Brokerage (in percentage)Please clarify that whether Stamp Duty[EPFO will be paying
Management |19 Applicable to EPFO’s transactionsfand SEBI Fees along with applicable GST,jonly the following
ICompany t the time of purchase orjpaid as a part of the total brokerage feesicharges to the ETF
Limited Fedemption of units, to beduring purchase transaction and SEBI Feesjmanufacturer,




quoted exclusive of taxes.

Wwith  applicable  GST  during sale

ktransaction, can be construed as taxes

.e.Brokerage on
Purchase/Sale of
transaction; STT on

purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF

units redemption
0.001%) for  Sale
transactions.

This is to further clarify
that the Applicant is
Fequired to quote the
Brokerage as required
lin the financial bid.

Further, Applicant
khould  ignore  the
following  note to

Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFQO’s
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.

Tracking error should be
calculated using BSE Sensex total
Feturn index (TRI) for ETFs based

IAMF| Best Practice Guidelines Circular No.
61/2015-16 issued on Septemeber 14,
015 has defined a standard formula for
computation of tracking error i.e
IAnnualised Tracking Error Standard
Deviation of the difference between the
bercentage change in the NAV and the
bercentage change in the TR Index for
each day of the total time period,
Imultiplied with Squre root of 250 . Further
SEBI in its circular

I

The methodology
provided in the RFP
document  for  the

calculation of Tracking
error is consistent with
the method followed
for the tracking error of
EPFO’s investment in
ETFs tracking Nifty 50
nd S&P BSE Sensex
dices.

PFO’s investment guidelines
rom time to time. The AMC shall
ndeavor to keep the tracking
rror of ETFs as close to zero as
ossible. The allocation of funds
etween selected AMCs and
heir ETFs will be as follows:

i Asset on BSE Sensex and Nifty 50 totalken 1o/ \mp/poF2/p/CIR/2022/69 issued
Management [8.5.2/Page No.freturn index (TRI) for ETFs based bn May 23, 2022 on Development of ) )
[company = pn  Nifty  50. Below is an Passive Fun;js has provided the same n the illustration, t.he
Limited llustration to calculated Tracking : . “formula for Tracking
[error for ETF tracking Nifty 50 Imethodology for computat]o'n of Trackln.g rror to be read as;
ndex. lllustration for calculating Error. .Therefore. AMCs disclose their
kracking error respect‘lv.e .Tracklng Error.ac!'oss .aIIT ki _
communications, computed in line with racking error =square
ktandard formula prescribed in this oot of ((§um _°f
Fegulation. However, the methodologySquares of differential
provided in the RFP for the computation of gturns)/.(count of
Tracking Error is different and therefore fifferential returns
the resulting Tracking Error (as per RFP) 1))* square root of 250
Wwill be different from the statutory
disclosures made by the AMCs.
Nippon LifelClause 3.2 /[EPFO will select Assetf) Will the allocation of funds to each|This clause clearly
India AssetPage No.7 Management  Companies  offndividual AMC be done proportionately?states the approach for
Management Mutual Funds regulated underRequest to clarify the methodology offinitial allocation of
Limited SEBI (Mutual Funds) Regulations, fllocation of funds to each AMC.funds among selected
1996, for making ETF IAMC at the time of
nvestments. The investmentsfi) Request to elaborate/clarify thefpppointment and
ill be made into Sensex- andjmethodology on the allocation orpubsequently half
ifty-based ETFs as allowed byfebalancing process from 6th monthlyearly review of

onwards on half-yearly basis.

bllocation from the 6t
Imonth onwards.




) Allocation of funds among the
kelected AMCs will be based on
the scores and ranking of the
technical and financial
parameters of the respective
IAMCs in the selection process.

i) The subsequent allocations or
ebalancing of the allocations
rom the 6th month onwards on
alf yearly basis will be based on
qual  weightage of the
erformance/tracking error and
he cost (total expense ratio/
rokerage).

he Asset Management
ompany of a Mutual Fund shall

Ves, this clause will be

Nippon Life ot undertake any corporateRequest to confirm that this clause is onlyapplicable for scheme

10 India Asset[Clause 3.7 /faction, including but not limitedwith reference to the ETFs (Nifty 50 ETF & s well where EPFO
Management [Page No.7 0, mergers, amalgamations,[Sensex ETF) in which EPFO would make il be ir;vesting
Limited akeover, acquisitions, jnvestments.

ivestment, etc. without prior
ntimation to the CBT, EPF.
Read the clause 5.6 as
ziven below.
Payment Schedule
The brokerage fee payable to theBrokerage is applicable to EPFO ?i'néepz'?kzr;gszheiiltid
. . Asset Management Company of ffransactions at the time of purchase or .g N R
Nippon Life R . . .. by the Applicant will be
. Mutual Fund would be paid onfedemption of units. Request you to clarify R B
India AssetfClause 5.6 / . . L R bpplicable to EPFO’s
11 he fresh investments made. Thejwhat is the objective of this clause 5.6 on . .
Management [Page No.10 . [transactions at the time
L ayment schedule would befPayment Schedule, when brokerage is
Limited - . of purchase or
nalized mutually between theplready included as part of purchase / . R
. . edemption of units
PFO and the successfulfedemption transaction made by EPFO. R .
licant(s) lbnd will be paid by
PP : EPFO at the time of
transactions.
Bidders are requested to note
that they should necessarily
kubmit their financial bids in the
format provided and no other
format is acceptable. If the price
bid has been given as a standard The Applicants are
BoQ format with the tender Fequired to enter basic
document, then the same is to ate in figures
be downloaded and to be filled For example:
by all the bidders. Bidders are]n the BoQ file, please refer to SI.No. 1.01, For brokerage of 0.02%
Nippon Life equired to download the BoQ[1.02 and 1.03. For example, if we need to the Applicant i;

12 India Asset[Clause 6.5.3 /ffile, open it and complete thejput 0.06% as Total Expense Ratio; then do Fequired to enter 0.02
Management [Page No.14 White coloured (unprotected)we have to insert 0.06 with ‘%’ sign in theIn the excel template
Limited cells with their respectivekell or should we simply put 0.06 without For the expense ratio of

financial quotes and other details|'%’ sign in the cell? 0.06%, the Applicant is
such as name of the bidder). No equiréd to enter 0.06
other cells should be changed. n the excel template.
Once the details have been
completed, the bidder should
kave it and submit it online,
Wwithout changing the filename. If
the BoQ file is found to be
Imodified by the bidder, the bid
will be rejected.
Nippon Life The Asset ManagementRequest to clarify whether Networth is[The networth of the
Clause 7.1 /

13 India Asset bace No 1'8/5 Company of a mutual fund shallfequired to be calculated as per SEBIJApplicant should be as
Management Nog4 ’ ‘have a minimum net worth of Rs[Mutual Fund regulation or Companies Act,per the requirement of
Limited ’ 1000 crore as on March 31, 2022.013 or any other specific regulation. Companies Act, 2013.

14 Nippon Life[Clause 7.2 /[Technical bidWe believe that 0.20% mentioned in thisfTracking error of 0.20%
India Asset|Page No.18 Those applicants that have meanklause is an annualized figure, requestlps mentioned in the
Management simple average) of tracking erroryour confirmation on this. We would IikeEIause 7.2 is an




Limited

of Nifty 50 and BSE Sensex ETFs
ess than or equal to 0.20% will
be eligible for opening of
financial bid.

to highlight that tracking error is always
disclosed as an annualized number as per
SEBI regulation and even as per global
bractices of disclosing tracking error.

bnnualized figure.
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Nippon Life
India Asset
Management
Limited

Clause 7.3 /
Note 3 / Page
No.18

The applicant shall give an
undertaking that no charges
other than those quoted in the
financial bid (i.e. total expense
atio and brokerages) shall be
chargeable to EPFO or EPFO’s
investments.

Request you to clarify that in addition to
the brokerage and Total Expense Ratio,
there will be various other taxes (like
Securities Transaction Tax (STT) on
kecurities as well as redemption of units,
ktamp duty on mutual fund units, GST on
brokerage) which will be borne by EPFO or
EPFO’s investments.

EPFO will be paying
only  the  following
charges to the ETF
Imanufacturer,
.e.Brokerage
Purchase/Sale of
transaction; STT on
purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF
units redemption
0.001%) for Sale
transactions.

on

This is to further clarify
that the Applicant is
Fequired to quote the
Brokerage as required
lin the financial bid.

Further, Applicant
khould  ignore  the
following  note to
Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFQO’s
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.

16

Nippon Life
India Asset
Management
Limited

Clause 8.4 /
Note 3 / Page
No.24

The applicant shall give an
undertaking that no charges
other than those quoted in the
financial bid (i.e. total expense
atio and brokerages) shall be
chargeable to EPFO or EPFO’s
investment as per the format
iziven in Section 9.6.

Request you to clarify that in addition to
the brokerage and Total Expense Ratio,
there will be various other taxes (like
Securities Transaction Tax (STT) on
kecurities as well as redemption of units,
ktamp duty on mutual fund units, GST on
brokerage) which will be borne by EPFO or
EPFO’s investments.

EPFO will be paying
only the  following
charges to the ETF
Imanufacturer,
.e.Brokerage
Purchase/Sale of|
transaction; STT on
purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF

on

units redemption
0.001%) for Sale
transactions.

This is to further clarify
that the Applicant is
equired to quote the
Brokerage as required
n the financial bid.

urther, Applicant
hould ignore the
ollowing  note to

rokerage (as given in
lause 7.3 and 8.4) i.e.
*Applicable to EPFO’s
ransactions at the time
f purchase or




Fedemption of units, to
be quoted exclusive of
taxes.

Nippon Life The Asset ManagementRequest to clarify whether Networth is[The networth of the

17 India AssetClause 8.2.4 /[Company of a mutual fund shallfequired to be calculated as per SEBI|Applicant should be as
Management [Page No. 23 have a minimum net worth of RsMutual Fund regulation or Companies Act,per the requirement of
Limited 1000 crore as on March 31, 2022.R013 or any other specific regulation. Companies Act, 2013.

n the illustration, the
formula for Tracking
error to be read as;
. . With reference to our query on clause 7.2
Nippon Life X . R
India Asset[Clause 8.5.2 /[llustration for calculat'ing'above' the |IIustrat|on. shown |n.clause Tracking error =square

18 Management  Page No.25 bracking error 8.5.2 to calculate tracking error will have g a
L g g ’ s o be modified to calculate annualized©°t of ((sum  of
Limited kracking error. kquares of differential

eturns)/(count of
differential returns
k1))* square root of 250
EPFO will be paying
only the  following
charges to the ETF
Imanufacturer,
.e.Brokerage on
Purchase/Sale of
transaction; STT on
purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Financial  Proposal  Covering Purchase ~ transactions,
| etter STT on Sale of securities
We undertake that during the 0.10%) and STT on MF
kelection  period, the totalRequest you to clarify that in addition to Linits redemption
expense ratio, includingthe brokerage and Total Expense Ratio, 0'001%? for Sale
Nippon  Life brokerages, shall not exceed thelthere will be various other taxes (like[fransactions.

19 India AssetfClause 9.3 /Jquoted expenses in the financial[Securities Transaction Tax (STT) on
Management [Page No.28 bid, except on account of anykecurities as well as redemption of units,[This is to further clarify
Limited egulatory changes in theltamp duty on mutual fund units, GST onfthat the Applicant is

structure of total expense ratio. prokerage) which will be borne by EPFO orfequired to quote the

No charges other than thoseEPFQ’s investments. Brokerage as required

quoted in the financial bid shall lin the financial bid.

be chargeable to EPFO or EPFO’s

linvestments. Further, Applicant
should  ignore  the
following  note to
Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFO’s
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.

20 [Nippon LifelClause 9.6 /JFormat for Undertaking|Request you to clarify that in addition toEPFO will be paying
India AssetfPage No.30 /[a) No charges other than those|the brokerage and Total Expense Ratio,fonly the following
Management Point (a) & (b) [Jquoted in the financial bid (i.e.fthere will be various other taxes (likelcharges to the ETF
Limited total expense ratio and[Securities Transaction Tax (STT) onjmanufacturer,

brokerages) is chargeable tolecurities as well as redemption of units, j.e.Brokerage on
EPFO or EPFO’s investment.tamp duty on mutual fund units, GST on[Purchase/Sale of
brokerage) which will be borne by EPFO orftransaction; STT on

b) During the selection period,
the total expense ratio including
brokerages chargeable shall not
exceed the above quoted, except
on account of any regulatory
changes in the structure of total
expense ratio.

EPFO’s investments.

purchase of securities
0.10%), Stamp Duty on
IMF units (0.005%) for
Purchase transactions,
STT on Sale of securities
0.10%) and STT on MF

units redemption
0.001%) for Sale
transactions.

This is to further clarify




hat the Applicant is
equired to quote the
rokerage as required
n the financial bid.

Further, Applicant
should  ignore  the
following  note to

Brokerage (as given in
clause 7.3 and 8.4) i.e.
*Applicable to EPFO's
transactions at the time
of purchase or
edemption of units, to
be quoted exclusive of
taxes.

The brokerage fee payable to the

1. On purchase / sale of shares during
kcreation / redemption of units, brokerage,
taxes, Stamp duty is included in the
kettlement amount payable to the
exchanges. The settlement value is
confirmed to the custodian of the scheme
through the Straight Through Processing
STP). This is the market practice and the

Read the clause 5.6 as
civen below.

5.6 Payment Schedule

The brokerage quoted
by the Applicant will be
bpplicable to EPFO’s
transactions at the time

KOta!‘ fisset Management Company of kcheme also follows this process for otherof purchase or
Mahindra 5 ¢ Paymenta Mutual Fund would be paid onfnvestors of the scheme. Hence, it is Fedemption of units
g1 [sset chedule /the fresh investments made. Thefecommended that this process befnd will be paid by
Management L 1o payment  schedule would - befollowed for EPFO transactions as well. ~ [EPFO at the time of
Company finalized mutually between the kransactions.
imited EPF(I:i)cant?sn)d the In case AMC were to temporarily fund
PP ’ kuch brokerage amount then there may be
IGST impact.
1. It is understood that Brokerages paid
on rebalancing transactions of the fund
portfolio, due to index changes, would not
be bound by the said brokerage limits.
Adjusted NAV of ETF - Sr. No. 7 & Sr. No. [Please refer Annexure -
12 gives an Adjusted NAV figure of’f.Or the calculation of
Kotak Rs.13.03 & Rs.13.15 resp. based on thefdiusted NAV.
Mahindra B.5 Calculation . formulae and not the numbers printed in Applicants are required
sset nethodology [+ | or the table. H Il the Adjusted NAv[fo calculate adjusted
22 . ladjusted NAV Adjusted NAV of[€ tab'e. Hence all the Adjuste if licabl
Management  ffor tracking ETF in the table igures from Sr. No. 8 also differ. While]NAY (if applicable)as
Company  ferror / Page 24 the formula given is well understood, weP® the — method
Limited Will be ignoring this typo from row number[Prescribed in Annexure
7 onwards and will be calculating basis the| '
ksaid formula.

B. Response to queries raised and additional clarification given during the
pre-bid conference held on July 20, 2022 on the Request for Proposal (RFP)
for the selection of Asset Management Companies of mutual funds for
EPFO’s investments in Exchange Traded Funds (ETFs) for incremental fund
flows

Reference
Sr. Clause No. /[Content
Rai B . Points of Clarification R n
No. Query Raised By page No.) in thelof RFP oints of Clarificatio| esponse
RFP
Nippon Life India Can the Cover Letters are
1 IAsset Management} 3 to be signed by the twolAs per the formats provided.

Limited Iauthorized signatories?

2 - Additional Clarification on the calculation of Adjusted[Please refer to lllustration given in Annexure-I at the




nd of this document, for the calculation of Adjusted

AV. Applicants are required to calculate the
INAV djusted NAV (if applicable) using the method given
n Annexure-|.

JApplicants are required to submit the excel
calculation for adjusted NAV (if applicable) and
tracking error as and when asked.

Submission of excel sheet having calculation of Adjusted
INAV and Tracking error as per the methodology
rescribed in the RFP document




Annexure - 1: lllustration of calculation of Adjusted NAV
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3*C13

A B C D E F G
Raw . Dividend Ex Dividend
1 Date NAV Adjusted NAV Declared Per unit[NAV No. .Of Additional units
(Rs) accumulated units
(Rs) (Rs) (Rs)
2 Z'SNOV' 10.00[10.00 1.000
3 ﬁ-Apr— 12.21012.21 1.000
4 ﬁ'Apr' 12.19[12.19 0.65 11.54=B4-D4 [1.000
08-Apr- =
5 12 PI™ 15622t =(B5/EY) 10563 =F4+G5  0.0563 =D4/E4
29-Apr- 12.18=B6/B5* _
6 14 11.53 - 1.0563 =F5+G6
7 ig'Apr' 11.43 éé'°7='37/56* 0.85 10.58=B7-D7 [1.0563 =F6+G7
D-May- 13.03=B8/E7* 0.0849
11.42 —F7+
8 " - 1.1412 =F7+G8 L O7*F7/E7
5-May- 13.04=C8*B9/ _
9 12 11.43 [0 1.1412 =F8+G9
10f MY h1.42[13,03=Co"B10 1.1412 =F9+G10
14 i T
. 7-May- | . ,,[13.06=C10*B1 11412 =F10+G11
14 7 L/B10 : -
8-May- 13.10=C11*B1 10.73=B12-
12 1 1148001 0.75 512 1.1412 =F11+G12
9-May- 14.20=(B13/E1 0.0789
11.63 . =F12+
18(, b)*C12 1.2210=F124G13 Ly 1ovr10/E12
12-May- 14.35=B14/B1
14 11.75 1.2210 =F13+G14




