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TRUSTEE REPORT

Dear Unitholders,

We have pleasure in presenting the Third Annual Report of the Schemes of IIFL Mutual Fund for
the period ended March 31, 2014, along with the audited financial statements of the Schemes
of IIFL Mutual Fund.

1. Scheme Performance, Future Outlook and Operations of the Schemes.

A. Scheme Performance:
The Assets Under Management (“AUM”), the net asset value (“NAV”) per unit and
the performance of the schemes vis-a-vis their benchmark and Industry Benchmark, as on
March 31, 2014 are as follows:

Performance Performance of last one year
since Inception of for the respective scheme
Net AUM the respective scheme & & Indices (in
as on NAV as on Indices (in %) %)(March-2013-
Name of March 31, | March 31, March-2014)
the Scheme 2014 2014° Scheme | Benchmark| @Standard| Scheme | Benchmark | @Standard
(Rs. Crs.) (Rs.) A Index Benchmar A Index* Benchmark
IIFL Nifty ETF | 8.09 688.1756 13.55 12.35 12.55 19.53 17.98 18.85
IIFL Dividend 22.77 11.6423 9.00 7.55 16.50 10.28 8.34 17.98
Opportunities
Index Fund
IIFL Fixed 133.16 |10.8954 8.82 8.78 6.06 7.88 8.72 5.76
Maturity
Plan—Series 6
IIFL Dynamic 21.02 |9.8558 -1.97 1.22 -5.68 - - -
Bond Fund#
IIFL Short 5.14 10.4866 9.22 10.23 8.58 - - -
Term Income
Fund #
IIFL Liquid 18.50 |1030.6627 7.99 9.55 8.03 - - -
Fund#

# Not completed one year as on 31-March-2014 (absolute return).CAGR —Performance since inception of the respective
scheme. "Performance returns are of Growth option — Regular Plan [Past performance may or may not be
sustained in the future].

S The net asset value disclosed above represents the computed NAV as on March 31, 2014, and not the
last declared NAV.

* CNX Nifty Index for IIFL NIFTY ETF, CNX Dividend Opportunities Index for IIFL Dividend Opportunities Index Fund, Crisil
Short Term Bond Index for IIFL FMP Series 6 @ BSE Sensex for IIFL NIFTY ETF and CNX Nifty for IIFL Dividend Opportunities
Fund & Crisil 1-Year T-Bill for IIFL FMP Series 6.
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Brief Comments on Objective and Performance of Scheme

IIFL Nifty ETF

IIFL Nifty ETF (Scheme) is open ended passively managed scheme which track & replicate
the Benchmark Index CNX Nifty (Index). Scheme’s investment objective is to provide
returns (before fees and expenses) that closely correspond to the total return of the CNX
Nifty Index, subject to tracking errors. As per Scheme investments pattern 95% to 100% in
stocks comprising CNX Nifty Index and 0-5% in debt and money market instruments.
Scheme investment decision is determined as per Index and any changes in index
constituents or rebalancing due to various reasons including corporate actions. Returns are
calculated Compounded Annualised Return as on March 31, 2014. Annualised tracking error
is 0.09 % which is based on monthly data history from April 2013 to March 2014.

IIFL Dividend Opportunities Index Fund

IIFL Dividend Opportunities Index Fund is open ended passively managed scheme which
track & replicate the Benchmark Index Dividend Opportunities Index. Scheme’s investment
objective is to provide returns (before fees and expenses) that closely correspond to the
total return of the CNX Dividend Opportunities Index subject, to tracking errors. As per
Scheme investments pattern 95% to 100% in stocks comprising CNX Dividend Opportunities
Index and O - 5% in debt and money market instruments. Scheme investment decision is
determined as per Index and any changes in index constituents or rebalancing due various
reasons including corporate actions. Returns are calculated Compounded Annualised
Return as on March 31, 2014. Annualized tracking error is 0.36 % which is which is based on
monthly data history from April 2013 to March 2014.

IIFL Fixed Maturity Plan — Series 6

IIFL Fixed Maturity Plan (FMP) Series 6, an close ended income scheme with the objective to
generate returns through investments in debt and money market instruments, maturing on
or before maturity of the scheme. The asset allocation of the scheme is investments in
Domestic Debt instruments including Government Securities, Corporate NCDs with 50 -
100% of the net assets and money market instruments investments with 0-5% of the net
assets of the scheme.

The Intended allocation against each asset class is AA rated NCD’s is 95% to 100% and
AAA/A1+ rated 0-5% NCD/CP’s/ CD’s and T-Bills, Repos, G Secs with residual maturity upto 1
Year, CBLO, Bill rediscounting.

IIFL Dynamic Bond Fund:

IIFL Dynamic Bond Fund is an Open ended income scheme with the objective to generate
income and long term gains by investing in a range of debt and money market instruments
of various maturities. The scheme seeks to flexibly manage its investment across the
maturity spectrum with a view to optimize the risk return proposition for the investors. As
per Scheme investments pattern the scheme shall invest in Debt and Money Market
Instruments with 0-100% of net assets of the schemes.

India Infoline Trustee Company Limited Regd. Off: IIFL Center, 6" Floor, KamalaCity, Senapati Bapat Marg, Lower Parel, Mumbai — 400 013
CIN: U74990MH2009PLC193063
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IIFL Short Term Income Fund:

IIFL Short Term Income Fund is an Open ended income scheme with the objective to
generate income and capital appreciation through investment in debt instruments and
money market instruments and to achieve stable returns over shorter-term investment
horizons. As per Scheme investments pattern the scheme shall invest in Money market and
debt instruments with residual maturity less than 3 years (including floating rate debt
instruments, securitized debt, mutual fund units of debt schemes) with 80-100% of the net
assets and Debt instruments with residual maturity less than 5 years (including floating rate
debt instruments, government securities, corporate NCDs, securitized debt) with 0-20% of
the of net assets of the schemes.. The Scheme would invest in securities with average
residual maturity upto 3 years.

IIFL Liquid Fund:

IIFL Liquid Fund is an Open ended Liquid scheme with the objective to provide liquidity with
reasonable returns in commensuration with low risk through a portfolio of money market
and debt securities with residual maturity of up to 91days. As per Scheme investments
pattern the scheme shall invest in Money market and debt instruments with residual
maturity up to 91 days (including floating rate debt instruments and securitized debt).

B. Future Outlook and Operations of the Scheme:

Overview of Mutual Fund Industry

The Indian economy went through challenging times with a cyclical down turn with growth
slowdown, elevated current account deficit, persistent inflation and the need to restore
fiscal policy to a sustainable path.

Equity

The last quarter of FY 2013-2014 has been exceptionally good for the Indian markets. After
trading in a range for the last 6 years, Indian markets have finally moved out of that trading
range and are at all-time highs. In last quarter India has emerged as the best performing
markets globally returning 6.3% as against the return of -0.8% generated by the MSCI
emerging market index and mostly negative returns generated by the developed markets.
The key to the current rally has been the expectations of a strong reformist government,
improving macro-economic environment and expectations of a cyclical upturn.

Debt

The bond yields were volatile, but the 10 year bond yield managed to finally close on a flat
note. A sharp moderation in both consumer and wholesale inflation and improving data on
the twin deficit front, helped bond yields to ease later and hence closed flat in the last
quarter. Appreciation in the rupee in last quarter also helped to calm the bond markets.

India Infoline Trustee Company Limited Regd. Off: IIFL Center, 6" Floor, KamalaCity, Senapati Bapat Marg, Lower Parel, Mumbai — 400 013
CIN: U74990MH2009PLC193063
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Operations of the Scheme:

During the Financial Year ended March 31, 2014, IIFL Mutual Fund launched two debt
schemes namely IIFL Dynamic Bond Fund and IIFL Short Term Income Fund and a Liquid
Scheme named IIFL Liquid Fund. As on March 31, 2014 IIFL Mutual Fund managed 6
schemes, with Net Assets under Management of Rs. 224 Crore.

IIFL Mutual Fund with its various product offerings is continuing to grow its Assets Under
Management and the number of investors. The AMC would endeavor towards
augmenting retails assets while simultaneously remaining proactive with Investor
Education Campaigns. In the current financial year AMC proposes to launch open ended
equity schemes and closed ended debt mutual fund schemes.

The AMC also seeks to include such other schemes in its product offerings, to suit the
requirement of investors at every stage of life.

2. Brief background of Sponsors, Fund, Trustee Co. and AMC Co.

a. Sponsor
IIFL Mutual Fund is sponsored by IIFL Wealth Management Limited (lIFL). [IFL Wealth was
incorporated on 17th January 2008 and it obtained its PMS licence from SEBI on May 13,
2008, and over last six years, it has provided management and advisory services to the
individuals, firms, associations, institutions, corporate and also provides complete range of
financial services. As on May 31, 2014, the total assets under management of the Sponsor
were more than Rs. 10,084.73Crore, under PMS activity.

b. IIFL Mutual Fund
IIFL Mutual Fund is a Trust settled by India Infoline Limited (‘Settler’), which has entrusted a
sum of Rs. 1, 00,000 to the Trustee, as the initial contribution towards corpus of the Mutual
Fund. The Trust Deed has been registered under the Indian Registration Act, 1908. The
Mutual Fund was registered with SEBI on March 23, 2011 under Registration Code
MF/067/11/02.

In order to integrate the Fund Management Business and Asset Management Business, the
entire equity shareholding of India Infoline Asset Management Company Limited
(Investment Manager to IIFL Mutual Fund — ‘IIFL AMC’) and India Infoline Trustee Company
Limited (Trustee to IIFL Mutual Fund — ‘lIFL Trustee’) held by India Infoline Limited was
transferred to its subsidiary IIFL Wealth Management Limited (IIFL Wealth), on October 18,
2013. Accordingly, IIFL Wealth holds the entire share capital of IIFL AMC and IIFL Trustee
and acts as Sponsor to IIFL Mutual Fund. The said restructuring was within the IIFL Group,
effected pursuant to SEBI NOC letter dated October 17, 2013 and did not amount to any
change in controlling interest of IIFL AMC. The registered office of IIFL Wealth is at IIFL
House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle
Estate, Thane — 400 604.

India Infoline Trustee Company Limited Regd. Off: IIFL Center, 6" Floor, KamalaCity, Senapati Bapat Marg, Lower Parel, Mumbai — 400 013
CIN: U74990MH2009PLC193063
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c. Trustees

India Infoline Trustee Company Limited ("Trustee") was incorporated on June 05, 2009
under the Companies Act, 1956 and is Trustee to IIFL Mutual Fund. The Trustee ensures
that the transactions entered into by the AMC are in accordance with the SEBI
Regulations and also review the activities carried on by the AMC. The Trustee is the
exclusive owner of the Trust Fund and holds the same in trust for the benefit of
unitholders. The Board of Directors of the Trustee Company comprises of eminent
personalities with varied experience. The Trustees holds the Scheme’s Corpus in trust for
the benefit of the unitholders. The Trustee has been discharging its duties and carrying out
the responsibilities as provided in the Regulations and the Deed of Trust. The Trustee seeks
to ensure that the Fund and the Schemes floated there under are managed by the AMC in
accordance with the Deed of Trust, the Regulations, directions and guidelines issued by the
SEBI, the Stock Exchanges, the Association of Mutual Funds in India and other regulatory
agencies. From the information provided to the Trustees and the reviews the Trustee has
undertaken, the Trustee believes AMC has operated in the interests of the Unit holders.

d. Asset Management Company

India Infoline Asset Management Company Ltd. ("AMC") was incorporated under the
Companies Act, 1956 on March 22, 2010, having its Registered Office at IIFL Centre, 6™ Floor
Annex, Kamala City, Senapati Bapat Marg, Lower Parel, Mumbai 400 013. AMC has been
appointed as the Investment Manager to I[IFL Mutual Fund by the Trustee vide
Investment Management Agreement (IMA) April 29, 2010, executed between India
Infoline Trustee Company Ltd. and India Infoline Asset Management Company Ltd. The
Board of Directors of the AMC comprises of eminent personalities with varied experience.

3. Significant Accounting Policies
The Significant Accounting Policies form part of the Notes to the Accounts annexed to
the Balance Sheet of the Scheme. Accounting policies are in accordance with Securities
Exchange Board of India (Mutual Fund) Regulations, 1996.

4. Unclaimed Dividends & Redemptions of Current Schemes for the financial year 2013-2014
As on March 31, 2014 there are no unclaimed dividends.
Summary of Number of Investors and corresponding amount scheme wise for unclaimed
Redemption(s) is as below:

Scheme Name Amount (Rs.) [No of Investors
IIFL Fixed Maturity Plan Series 1 5,735.85 2
IIFL Fixed Maturity Plan Series 3 10,908.81 1
IIFL Dividend Opportunities Index Fund 222,802.66 48
Grand Total 239,447.32 1479

India Infoline Trustee Company Limited Regd. Off: IIFL Center, 6" Floor, KamalaCity, Senapati Bapat Marg, Lower Parel, Mumbai — 400 013
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Also, an amount of Rs. 803,731.68/- remains outstanding on account of unclaimed refund
under IIFL Nifty ETF.

5. Investor Grievances
The data on Investor Grievance as per the SEBI prescribed is enclosed herewith as Annexure
.

6. General Policies & Procedures for exercising the voting rights & Exercise of Proxy Votes
As per the requirements of the referred SEBI Circular No. SEBI/IMD/CIR No.18/198647/2010
dated March 15, 2010, the General policies and procedures for exercising voting rights
(along with the relevant disclosures) in respect of the shares held by the Schemes of IIFL
Mutual Fund has been hosted on www.iiflmf.com.

7. Statutory Information

(i) The Sponsors are not responsible or liable for any loss resulting from the
operations of the Schemes of IIFL Mutual Fund beyond their initial contribution of an
amount of Rs. 1 lakhs towards setting up IIFL Mutual Fund, and such other
accretions/ additions to the same.

(ii) The price and redemption value of the units, and income from them, can go up as well
down with fluctuations in the market value of its underlying investment.

(iii) Full Annual Report shall be disclosed on the website www.iiflmf.com and shall
also be available for inspection at the Registered Office of IIFL Mutual Fund.
Present and prospective unitholder can obtain copy of the trust deed, the full Annual
Report of the Fund / AMC at a price.
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Details of Redressal of Complaints received against IIFL Mutual Fund during FY 2013-2014
Total Folios : 21988

Compl
aint
Code

Type of Complaint#

(@) No. of
complaints
pending at

the
beginning of
the year

Action on (a) and (b)

(b) No. of
Complaints
received
during the
year

Resolved

Within
30 days

30-
60
days

60-
180
days

Beyon
d 180
days

Non
Actionabl
e *

Pending

0-3
months

3-6
months

6-9
mont
hs

9-12 months

Non receipt of
Dividend on Units

Interest on delayed
payment of Dividend

Non receipt of
Redemption Proceeds

81

81

Interest on delayed
payment of
Redemption

A

Non receipt of
Statement of
Account/Unit
Certificate

10

10

B

Discrepancy in
Statement of Account

Ic

Data corrections in
Investor details

17

17

IID

Non receipt of Annual
Report/Abridged
Summary

A

Wrong switch
between Schemes

B

Unauthorized switch
between Schemes

inc

Deviation from
Scheme attributes

o

Wrong or excess
charges/load

e

Non updation of
changes viz. address,
PAN, bank details,
nomination, etc

13

13

Others

a. Special Products
(SIP/STP/SWP/Switch

12

12

b. Refund Cases

17

17

Total

160

160




