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IIFL WEALTH

TRUSTEE REPORT

Dear Unitholders,

We have pleasure in presenting the Ninth Annual Report of the Schemes of IIFL Mutual Fund for the period ended
March 31, 2020, 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:
IIFL Dynamic Bond Fund:
The net assets of the scheme as on March 31, 2020 is Rs. 258.17 Crore.
Performance of Scheme:

Scheme Name / Benchmark 31-Mar-19 to | 31-Mar-17 to | 31-Mar-15 to | Since Inception
31-Mar-20 31-Mar-20 31-Mar-20

IIFL Dynamic Bond Fund - o 0 0 0

Regular Plan — Growth Option 7:50% 6.99% 6.75% 7:07%

IIFL Dynamic Bond Fund- Direct o 0 0 0

Plan- Growth Option 8.20% 7.66% 7.37% 7.66%

Benchmark:

Crisil Composite Bond Fund 12.57% 8.10% 8.72% 8.69%

Index

Additional Benchmark: 0 0 0 0

Crisil 10 Year Gilt Index 14.55% 6.85% 8.06% 7.35%

Past performance may or may not be sustained in the future. Inception Date: June 24, 2013

IIFL Dynamic Bond Fund is an open-ended dynamic debt scheme investing across duration 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(s) across the maturity spectrum with a view to
optimize the risk return proposition for investors. As per investment objective of the Scheme, the scheme shall
invest in Debt, Money Market Instruments with an allocation of 0-100% of net assets of the schemes and in and
units of REIT/ INVITs upto 10% of the net assets of the scheme.

The scheme underperformed the benchmark for the year with strategy of lower average duration during the year.
The scheme has maintained its portfolio strategy of investing in high rated papers and keeping a lower average
maturity, helping it maintain low volatility and high issuer quality during the year.
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IIFL Liquid Fund:

The net assets of the scheme as on March 31, 2020 is Rs. 376.30 Crore.

Performance of Scheme:

Scheme Name / Benchmark 31-Mar-19 to | 31-Mar-17 to | 31-Mar-15 to 31- | Since Inception
31-Mar-20 31-Mar-20 Mar-20

IIFL Liquid Eund - Regular Plan — 5.41% 6.18% 6.61% 6.98%
Growth Option

IIFL Liquid .Fund— Direct Plan — 5 46% 6.24% 6.66% 7.04%
Growth Option

Benchmark: 0 o 0 o
CRISIL Liquid Fund Index 6.37% 6.95% 7:20% 7.63%
Additional Benchmark: o 0 o 0
CRISIL 91 Day T-Bill Index 6.25% 6.56% 6.84% 7:31%

Past performance may or may not be sustained in the future. Inception Date: November 13, 2013.

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 91 days. As per investment objective of the Scheme, it shall invest in Money market and debt instruments
with residual maturity up to 91 days. The scheme underperformed the benchmark marginally for the year. The
scheme has maintained its portfolio strategy of low volatility and high quality during the year.

The scheme underperformed the benchmark for the year with strategy of lower average duration during the year.
The scheme has maintained its portfolio strategy of investing in high rated papers and keeping a lower average
maturity, helping it maintain low volatility and high issuer quality during the year.

IIFL Focused Equity Fund:

The net assets of the scheme as in March 31, 2020 is Rs. 671.79 Crore.

Performance of Scheme:

Scheme Name / | 31-Mar-19  to | 31-Mar-17 to 31- | 31-Mar-15 to 31- | Since Inception
Benchmark 31-Mar-20 Mar-20 Mar-20
IIFL Focused Equity Fund -
Regular Plan — Growth -14.02% 0.81% 4.54% 5.79%
option
IIFL Focused Equity Fund-

-12.749 2.339 .88Y .149
Direct Plan- Growth option 74% 33% >-88% 7:14%
B :
S;’;‘:er:azgko . -25.24% -2.02% 1.76% 2.79%

iti B :

Qgg'gggzleniz)c(}}”;frk -22.69% 1.07% 2.41% 2.69%

Past performance may or may not be sustained in the future. Inception Date: October 30, 2014.
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IIFL Focused Equity Fund is an open-ended equity scheme investing in maximum 30 multicap stocks with the
objective of generating long term capital appreciation for investors from a portfolio of equity and equity related
securities.

In FY20 IIFL Focused Equity Fund was able to broadly outperform its Benchmark S&P BSE-200 TRI Index. During
FY19-20, the scheme has given a return of -14.02% as compared to S&P BSE-200 TRI return of -25.24%. The year
was marked by sharp corrections specially in the midcaps and across all market caps due to COVID19 related fall.
Despite this, the scheme was able to deliver on its objective of generating returns for its valued investors during
the financial year. The scheme continues to focus on high quality names and looks for portfolio companies using
SCDV investment framework (Secular, Cyclical, Defensives, Value Trap) with majority allocation to secular
companies (companies with consistent ROE & PAT growth > 15%) and tactical allocation to cyclical companies
(companies with PAT growth > 15% but ROE < 15%) and defensive companies (companies with ROE > 15% but PAT
growth < 15%). The scheme avoids allocation to value traps (companies with both ROE & PAT growth < 15%)

IIFL Capital Enhancer Fund-Series 1 has merged with IIFL Focused Equity Fund w.e.f. October 11, 2019.
B. Future Outlook:
Overview of Mutual Fund Industry

Mutual funds' assets base was Rs 22.26 lakh crore in March 31, 2020, down by Rs 1.53 lakh crore (-6.4% YOY decline)
since March 31, 2019, according to data from AMFI. This fall can be majorly attributed to recent fall in the markets
due to COVID19. However, there was a rise (7.97% YOY growth) in systematic investment plans (SIPs), from Rs
92,693 crin FY 2018-19 to Rs 1,00,084 cr in FY 2019-20 despite the COVID19 fall in the markets.

Gradual unlocking of economic activity, policy response from the government and the expected return to normalcy
will lead to renewed buoyancy in the markets.

Macroeconomic Overview:

Economy and markets in FY 2020

FY2020 will be remembered for a very long time in the history of Indian markets, and indeed in world history. There
are few events that immerse the world so completely. All conversations today are about COVID-19. And yet, the
first rumblings were felt only in late January. By March, it had become a pandemic that has affected the entire
planet. At the end of FY2020, an estimated 1.5 million people have been found to be infected by the virus and over
86,000 have succumbed to its effects.

The first three quarters of the year was positive for equity markets. The Finance Minister announced sharp cuts in
corporate tax rates (30% / 25% to 22%) for all domestic companies. In addition, new manufacturing companies
incorporated after October 01, 2019 were to be subject to lower tax (@15%). Now the corporate tax rates are in-
line with major economies of the world. This move was taken positively by the markets which was evident by rise
in NIFTY Index (~13%) during the announcement date (Sep 20, 2019) and year end (Dec 31, 2019). The NIFTY Index
touched the all-time high on Jan 14, 2020.

However, in the last month of the last quarter of FY2020, markets fell drastically due to imposition of the country-
wide lockdowns. Governments around the world responded with unprecedented actions — instituting lockdowns
of various severities, pumping large sums of money into the economy in the form of fiscal and monetary stimulus
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and announcing massive support measures for citizens and businesses alike. Most of these are sensible and
necessary actions.

Extraordinary events need extraordinary measures. The world faced a similar crisis almost exactly a century ago, in
1918. There are important lessons to be drawn from that experience. Records show that cities which instituted
social distancing measures early in the crisis and observed them longer had substantially better outcomes through
the crisis. This is a crucial insight for our country as India enforced one of the strictest lockdowns globally. There is
no denying that a pandemic of this scale will cause a dip in economic activity for some time. But it will be transient.
The aftermath of the 1918 flu was a period of economic expansion so rapid that the decade is known as the roaring
twenties.

Outlook for FY2021
India is currently transitioning from Lockdown 4.0 to phased Unlocks and is gradually opening. The uneven opening

of the economy, along with rising COVID-19 cases, suggests a sub-optimal recovery path. Another major risk is
seeding in increasing higher diesel/ petrol prices as effective lower global oil prices are not passed on to domestic
consumers, owing to an increase in excise duty on petroleum products. Aided by quicker restoration of food supply
chains and good monsoon predictions may lead to faster recovery of agriculture sector and support optimistically
to rural economy. There was a contraction on exports and imports, but it will moderate as the lockdowns will be
relaxed. Imports of crude and other essentials might reduce even at lower crude prices, reflecting a plunge in
domestic demand, tepid global demand and lockdown-related logistical challenges. On export front, we may see
a relatively stable service exports and better remittances. Due to this, the trade deficit might narrow down to
multi-year lows. The current account surplus should be sentimentally supportive of the INR and stable incremental
foreign exchange reserves. At the global front, equity markets might show a V-shaped recovery pattern, taking
cues from encouraging economic data supplemented by easing of restriction and progress on vaccine for COVID
19.

Given the current situation, companies which are relatively large and well capitalized, are expected to withstand
the downturn, emerging stronger for the next cycle and gaining market share from weaker players. Even if the
country is gradually opening, economic recovery will be slow labor availability will be constrained due to labor
force moving back to the rural areas. India is expected to contract its gross domestic product (GDP) by ~ 5 % yoy
in FY21 as predicted by the rating agency ICRA. It will be the lowest GDP growth in the Indian history and sixth
instance of economic contraction, the previous low was negative 5.2% in FY1980. The disorder caused by the
COVID-19 pandemic unfolded with such a speed and scale that the disruption in production, breakdown of supply
chains/trade channels and total wash out of activities in various sectors may take time to return to normalcy in
FY21. However, the GDP growth would bounce back in FY22, aided by the base effect and return of gradual
normalcy in the domestic as well as global economy.

Debt

During the first half of the financial year, the lower growth momentum enforced RBI to take softer monetary stance
by reducing the interest rates. RBI also continued various open market operations (OMO) of purchasing securities
to absorb the excess supply of g-sec from the market and release excess liquidity into the system. However, in
second half, due to COVID19 RBI took some extraordinary fiscal measures. Major measures taken by RBI include
lowering policy repo rate and reverse repo rate, conducting LTRO (Long Term Repo Operations) and TLTRO
(targeted LTRO), refinancing facilities for All India Financial Institution (AlFls), reducing CRR requirement by 100bps,
bring down LCR (liquidity coverage ratio) for scheduled commercial bank from 100% to 80% and allowing
moratorium of three months on term loans and working capital facilities.
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The bond markets will take cues from RBI’s actions to keep easing policy using both conventional and
unconventional levers along with government fiscal announcements to calm down the present situation. And its
liquidity and yield management actions in terms of absorbing excess supply due to elevated borrowings.
Considering grim conditions of economy led by social expenditure, global rating agency Moody’s downgraded
India’s Country rating and it was followed by Fitch ratings outlook change to negative while maintaining rating.
Primarily Fitch highlighted concerns over GDP growth projections to range nearly -5.0% and general government
debt probably to jump to ~ 84.5% of GDP from 71% in FY20. The rating action has not resulted into instant blow to
financial markets and currency remain stable in the global and domestic markets. In this scenario of changing
market conditions, we continue our view of positioning at the front-end of the curve with a defensive outlook as
rate trajectory is likely to be volatile. The incremental positioning may be executed in certain pockets of yield curve
if it offers value in terms of attractive spreads between low duration high carry bonds and overnight funding rates.

Operations of the Scheme(s):

During the Financial Year ended March 31, 2020, IIFL Mutual Fund AUM fell by 12.6% majorly on account of
COVID19 related market fall and but during the year we added 14,374 unique investors. The AMC scaled up its’
sales and distribution capability by setting up offices across multiple locations in India. Now, IIFL AMC has a pan-
India presence with offices in Mumbai, Bengaluru, Pune, Delhi, Kolkata, Ahmedabad, Chennai & Hyderabad.

Going ahead we seek to increase scale across existing products and continue to identify unique investment
opportunities across asset classes. We also seek to use our sales presence to reach a larger network of channel
partners and investors.

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

IIFL Wealth Management Limited (IIFLW) was incorporated on 17th January 2008, under the Companies Act, 1956,
is registered with SEBI as a Portfolio Manager, Investment Advisor, Stock Broker, Research Analyst and Depository
Participant. IIFLW provides wealth management services to various HNI / Ultra HNI clients. IIFLW acts as the
Sponsor to IIFL Mutual Fund and Co-Sponsor to Schemes of Alternative Investment Funds; The associate/group
companies of IIFLW acts as Investment Manager to schemes of Alternative Investment Funds, Real Estate
Investment Trust, provides Portfolio Management Services, Trustee Services, Investment Advisory Services,
Distribution Services, Non-Banking Financial Services, Housing Finance, Merchant Banking Services, Business
Process Outsourcing activities. The registered office of IIFLW is at IIFL Centre, Kamala City, Senapati Bapat Marg,
Lower Parel, Mumbai — 400013.

b. IIFL Mutual Fund

IIFL Mutual Fund is a Trust settled by IIFL Finance Limited (formerly known as IIFL Holdings Limited) (‘Settler’) on
April 29, 2010, 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 Trustee has
entered into Investment Management Agreement (IMA) dated April 29, 2010, with IIFL Asset Management Limited
(IFL AMC) to function as the investment Manager for schemes of IIFL Mutual Fund. The Mutual Fund was registered
with SEBI on March 23, 2011 under Registration Code MF/067/11/02.
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c. Trustees

IIFL Trustee 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 thereunder 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 their views the Trustee has
undertaken, the Trustee believes AMC has operated in the interests of the Unitholders.

d. Asset Management Company:

IIFL Asset Management Limited ("lIIFL AMC") was incorporated under the Companies Act, 1956 on March 22, 2010,
having its Registered Office at IIFL Centre, 6™Floor, Kamala City, Senapati Bapat Marg, Lower Parel, Mumbai 400013.
IIFL AMC has been appointed as the Investment Manager to IIFL Mutual Fund by the Trustee vide Investment
Management Agreement (IMA) April 29, 2010, executed between IIFL Trustee Limited and IIFL AMC. The Board of
Directors of IIFL AMC comprises of eminent personalities with varied experience.

IIFL AMC also provides Investment Manager Services to Schemes of Alternative Investment Funds namely IIFL
Venture Fund (Category | - Alternative Investment Fund), IIFL Private Equity Fund (Category Il - Alternative
Investment Fund) and IIFL Opportunities Fund (Category lIl - Alternative Investment Fund) and IIFL Real Estate
Investment Trust (Real Estate Investment Trust). IIFL AMC is also registered with SEBI as a Portfolio Manager. The
AMC is also registered with SEC, US as an Investment Adviser.

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 2019-2020:

Summary of Number of Investors and corresponding amount scheme wise for unclaimed Redemption(s) is as

below:
Redemption
Sr. No. | Scheme Name Number of Investors | Amount(Rs.)

1 | lIFL Focused Equity Fund* 478 4,64,580.84
2 | lIFL Dynamic Bond Fund 1 2,663.22
3 | IIFL FMP Series 1 1 11.45
4 | lIFL FMP Series 6 1 6,133.25

Grand Total 481 4,73,388.76
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Dividend
Sr. No. | Scheme Name Number Investors Amount(Rs.)
1 | IFL Focused Equity Fund 271 97,712.93
2 | lIFL Dynamic Bond Fund 39 2,820.02
3 | IIFL Liquid Fund 1 0.80
Grand Total 311 1,00,533.75

*Also, an amount of Rs. 3,27,925.77 (count 437) remains outstanding on account of unclaimed refund and
unidentified credit under IIFL Nifty ETF and IIFL Dividend Opportunities Index Fund.

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 N0.18/198647/2010 dated March 15, 2010
and SEBI Circular No. CIR/IMD/DF/05/2014 dated March 24, 2014, 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|lwww.iiflmf.com]

During the FY 2019-2020, the proxy voting was exercised by IIFL Asset Management Limited for and on behalf of
IIFL Mutual Fund ('the Fund'). The summary of proxy votes cast by IIFL Mutual Fund/AMC across all the investee
companies is as follows:

Summary of Votes cast during the F.Y. 2019-2020
F.Y. Quarter Total no. of Break-up of Vote decision
resolutions For | Against | Abstained
2019-2020 April — June 68 64 0 4
2019-2020 | july - September 399 | 374 0 25
2019-2020 | October - December 18 16 0 2
2019-2020 | January - March 16 16 0 0

For complete voting details for the period 2019-20, unit holders can log on to the website (www.iiflmf.com) of the
Fund. Further the said details are also available in the Annual Report for the period 2019-2020. A copy thereof is
available on the said website of the Fund and the link thereof shall be emailed to the unit holders. Also, a physical copy
shall be provided free of cost on request received from a unitholder.
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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 lakh 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 free of cost.
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By order of the Board
For IIFL Trustee Limited

Sd/-
R. Mohan
Director

Date: August 12, 2020 Place: Mumbai
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Annexure 1
Details of Redressal of Complaints received against IIFL Mutual Fund during FY 2019-2020
Total Folios: 38045

on Units

A | Non receipt of Dividend

IB | Interest on delayed
payment of Dividend

IC | Non receipt

Redemption Proceeds

ID | Interest on delayed
payment of Redemption

A | Non receipt
Statement

Account/Unit Certificate

I B | Discrepancy

Statement of Account

Investor details

IIC | Data corrections

Report/Abridged
Summary

IID | Non receipt of Annual

Schemes

A | Wrong switch between

Il B | Unauthorized

between Schemes

attributes

Il C | Deviation from Scheme

D | Wrong or
charges/load

IIIE | Non updation

nomination, etc

changes viz. address,
PAN, bank  details,

v Others

# including against i
*Non actionable means the complaint that are incomplete / outside the scope of the mutual fund
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INDEPENDENT AUDITOR’S REPORT

To the Trustees of
IIFL Mutual Fund

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the Schemes of IIFL Mutual Fund mentioned below (Collectively
known as “the Schemes"), which comprise the Balance Sheet as at 31 March 2020, the Revenue Account and notes to the
financial statements, including a summary of significant accounting policies and other explanatory information.

e IIFL Dynamic Bond Fund
e |IFL Liquid Fund
e |IFL Focused Equity Fund

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial
statements of the Schemes give a true and fair view in conformity with the accounting principles generally accepted in India,
including the accounting policies and standards specified in the Ninth Schedule to the Securities and Exchange Board of
India (Mutual Funds) Regulations, 1996, as amended (“the SEBI Regulations”):

a) inthe case of the Balance Sheet, of the state of affairs of the Schemes as at 31 March 2020; and
b) inthe case of the Revenue Account, of the deficit for the year ended on that date;

Basis for Opinion

We conducted our audit of the financial statements in accordance with the Standards on Auditing (SAs) issued by the
Institute of Chartered Accountants of India (‘'ICAI’). Our responsibilities under those Standards are further described in the
‘Auditor’s Responsibilities for the Audit of the Financial Statements’ section of our report. We are independent of the
Schemes in accordance with the ‘Code of Ethics’ issued by ICAl together with the ethical requirements that are relevant to
our audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the financial statements.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Management of IIFL Asset Management Limited and the Trustees (together referred to as the “Management”) are
responsible for the other information. The other information comprises the information included in the Trustee report, but
does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether such other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

Responsibilities of Management for the Financial Statements

The Management is responsible for the preparation of these financial statements that give a true and fair view of the
financial position and financial performance of the Schemes in accordance with accounting principles generally accepted in
India, including the accounting policies and standards specified in the Ninth Schedule to the SEBI Regulations. This
responsibility also includes maintenance of adequate accounting records in accordance with the SEBI regulations for
safeguarding of the assets of the Schemes and for preventing and detecting frauds and other irregularities; selection and
application of appropriate accounting policies; making judgments and estimates that are reasonable and prudent, the
design, implementation and maintenance of adequate internal controls, that were operating effectively for ensuring the



accuracy and completeness of the accounting records, relevant to the preparation and presentation of the financial
statements that give a true and fair view and are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing the Schemes’ ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the Management either intends to liquidate the Schemes or to cease operations, or has no realistic alternative but
to do so.

Those Charged with Governance are also responsible for overseeing the Schemes’ financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with SAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal
control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Management.

e Conclude on the appropriateness of the Management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Schemes' ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Schemes to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Management, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide to the Management with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements for the financial year ended 31 March 2020 and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements

1. Asrequired by regulation 55(4) and clause 5(ii)(2) of the Eleventh Schedule of the SEBI Regulations, we report that:



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

(b) In our opinion, the balance sheet and revenue account dealt with by this report have been prepared in conformity
with the accounting policies and standards specified in the Ninth Schedule to the SEBI Regulations; and

(c) The balance sheet and the revenue account dealt with by this report are in agreement with the books of accounts
of the Schemes.

2.  Asrequired by the Eight Schedule of the SEBI Regulations, we report that:

(@) In our opinion, and on the basis of information and explanations given to us, the methods used to value non-
traded securities as at 31 March 2020 are in accordance with the SEBI Regulations and other guidelines approved
by the Board of Directors of the IIFL Trustee Limited, and are fair and reasonable.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E/E300005

sd/-

per Shrawan Jalan

Partner

Membership Number: 102012
UDIN:

Place of Signature: Mumbai
Date: August 12, 2020



INDEPENDENT AUDITOR’S REPORT

To the Trustees of
IIFL Mutual Fund - IIFL Capital Enhancer Fund- Series 1

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of IIFL Capital Enhancer Fund- Series 1 (“the Scheme”), which
comprise the Balance sheet as at 11 October 2019, the Revenue Account and the Cash Flow Statement for the period then
ended, and notes to the financial statements, including a summary of significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial
statements of the Scheme give a true and fair view in conformity with the accounting principles generally accepted in India,
including the accounting policies and standards specified in the Ninth Schedule to the Securities and Exchange Board of
India (Mutual Funds) Regulations, 1996, as amended (“the SEBI Regulations”):

a) inthe case of the Balance Sheet, of the state of affairs of the Scheme as at 11 October 2019;
b) in the case of the Revenue Account, of the surplus for the period ended on that date; and
C) inthe case of the Cash Flow Statement, of the cash flows for the period ended on that date

Basis for Opinion

We conducted our audit of the financial statements in accordance with the Standards on Auditing (SAs) issued by the
Institute of Chartered Accountants of India ('ICAI’). Our responsibilities under those Standards are further described in the
‘Auditor’s Responsibilities for the Audit of the Financial Statements’ section of our report. We are independent of the
Scheme in accordance with the ‘Code of Ethics’ issued by ICAI together with the ethical requirements that are relevant to
our audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements for the financial period ended 11 October 2019. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. For each matter below, our description of how our audit addressed the matter is provided in that context.

We have determined the matters described below to be the key audit matters to be communicated in our report. We have
fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial statements section of our
report, including in relation to these matters. Accordingly, our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement of the financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our audit opinion on
the accompanying financial statements.

Key audit matters How our audit addressed the key audit matter

Information Technology systems and controls

As a Mutual Fund, the reliability of IT systems | Our audit procedures focused on the IT infrastructure and
plays a key role in the business operations. Since

large volume of transactions are processed, the IT
controls are required to ensure that systems
process data as expected and that changes are
made in an appropriate manner.

applications relevant to financial reporting of the Fund:
e  Assessed the information systems used by the Fund for: (i) IT
General Controls (ITGC) and (ii) Application controls;
e Aspects covered in the IT systems General Control audit were
(i) User Access Management (ii) Program Change
Management (iii) Other related ITGCs; - to understand the







