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INDEPENDENT AUDITORS'REPORT TO THE MEMBERS OF

INDIA ADVANTAGE FUND LIMITED

Report on the Financíal Statements

We have audited the financial statements of lndia Advantage Fund Limited (the "Company") on paqes 9 to 32

which comprise the statements of financial position as at 31 December 2013 and the statements of

comprehensive income, statements of changes in equity and statements of cash flows for the year then ended

and a summary of signif icant accounting policies and other explanatory notes.

Directors' Responsibi/ity for the Financial Sfatemenfs

The directors are responsible for the preparation and fair presentation of these financial statements in

accordance with lnternational Financial Reporting Standards and in compliance with the requirements of the

Companies Act 2001, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are f ree from material misstatement, whether due to f raud or error.

Auditor s' R esponsi bi I ity

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our

audit in accordance with lnternational Standards on Auditing" Those Standards require that we comply with

ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. ln making those

risk assessments, the auditors consider internal control relevant to the company's preparation and fair
presentation of the financial statements 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 the company's internal

control. An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of

the f inancial statements"

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

audit opinion.

Opinion

ln our opinion, the financial statements on pages 9 to 32 give a true and fair view of the financial position of

the Company as at 31 December 2073 and of their financial performance and cash flows for the year then

ended in accordance with lnternational Financial Reporting Standards and comply with the Companies Act

2001.
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¡NDEPENDENT AUDITORS'REPORT TO THE MEMBERS OF

INDIA ADVANTAGE FUND LIMITED (CONTINUED)

Report on the Ff nancial Statements (Contlnued)

Other matter

This report, including the opinion, has been prepared for and only for the Company's members, as a body, in

accordance with Section 205 of the Companies Act 2001 and for no other purpose. We do not, in giving this

opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is

shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Report on Other Legal and Regulatory Requirements

Companies Act 2OO1

We have no relationship with or interests in the Company other than in our capacity as auditors, and dealings in

the ordinary course of business.

We have obtained all the information and explanations we have required.

ln our opinion, proper accounting records have been kept by the Company as far as it appears from our
examination of those records.

EY

I

ERNST & YOU

Ebène, us

2 5 l'4AR 201/,

ANDRE LAIWAN LOONG, A.C.A.
Licensed by FRC

Date:



INDIA ADVANTAGE FUND LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2013 9

Notes

Income
Net gain on financial assets at fair
value through profit or loss

Expenses
Investment Management fees
Marketing expenses
Professional fees
Trailer fees

Audit fees

General expenses
Directors' remuneration
Bank charges
Net loss on financial assets at fair value through profit or loss

7 /1,5

8

(Loss) / profit before tax

Income tax expense

(Loss) / profit and total comprehensive (loss) / income for the
year, net of tax

13

201,3 201,2

USD USD

23,756,1,908

6/15

23,756,190

6

6

750,703
488,234
loo,319

85,183
19,860
'l..4,239

1,4,0M
1'1,,297

5,039,690

857,057

394,504
'1.07,889

711.,067

27,405
1.2,327

22,000
12,028

6,523,569 7,544,277

(6,523,569) 22,271.,913

(6,523,569) 22,277,913

The notes on pages '13 to32 are an integral part of these financial statements.



INDIA ADVANTAGE FUND LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 3l DECEMBER 201.3 10.

ASSETS
Cash and cash equivalents
Prepayments
Financial assets at fair value through profit or loss

Total assets

LIABILITIES
Management fees payable
Redemption payable
Other payables
Subscription monies pending allotment

Total liabilities

EQUITY
Share capital- Management shares
Share capital- Redeemable participating shares

Share Premium
Reserves

Notes

10

15

20't3 201,2

8

USD

156,377

4,637
98,319,325

USD

38,382
10,150

176,659,0-1,5

98,480,339 776,707,547

63,347

13,1,49

633,657

56,720

73,372

207,"194

434,597

766,873 7'J.5,763

11

71.

11

1,2

1,300
5,492

14,918,757
92,787,917

1,300

6,-138

23,386,980

92,597,966

97,713,466 115,992,384

98A80,339 176,707,547Total liabilities and equity

Number of redeemable participating shares

Net asset value per redeemable participating share

Approved by the Board on 25 March 2074 and signed on its behalf by

3 3

549,245

177.90

613,815

188.96

The notes on pages 13 to 32 are all integral part of these financial statements.



INDIA ADVANTAGE FUND LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2013

At 1 January 2012

Profit and total comprehensive income for the year

Issue of shares

Redemption of shares (Note 11)

At 31 December 20L2

Loss and total comprehensive loss for the year

Issue of shares

Redemption of shares (Note 11)

At 31 December 2013

Number of
redeemable
participating

shares

639,520

17,630

(37,335\

613,815

1,680

(66.2501

549,245

Management
shares
USD

1,300

1.,300

1,300

Redeemable
participating

shares
USD

6,395

11.6

(373)

6,138

17

(663)

5,492

Share
Premium
(Note 1L)

Reserves
lNote L2)

1,1

Total
USD

98,278,726

22,277,973

2,050,724

(6,547,779\

71,5,992,384

(6,523,569)

291,,764

(12,047.1131

USD

28,467,711

2,050,008

(7,730,739\

23,386,980

29L,747

(8,759,9701

't4,918,757

USD

69,802,720

22,21'1,,973

583,333

92,597,966

(6,523,569)

(3,286,4801

82,787,917 97,713,466

The notes on pages 73 to 32 are an integral part of these financial statements.



INDIA ADVANTAGE FUND LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31. DECEMBER 201.3 12.

Cash flows from operating activities
(Loss) / profft before tax

Adjustment to reconcile (loss) / profit to net cash from
operating activities
Net change in the fair value of the financial assets

Net changes in operating assets and liabilities
Decrease / (increase) in receivables
(Decrease) / increase in payables

Net cash used in operating activities

Cash flows from investing activities
Proceeds from disposal of investment
Payment for purchase of investment

Net cash from investing activities

Cash flows from financing activities
Proceeds from issue of shares

Payment for redemption of shares

Subscription monies pending allotment

Net cash flows used in financing activities

Net increase/ (dccrcasc) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Notes

10

201.3 2072

8

USD USD

(6,523,569) 22,211,9'13

5,039,690 (23,756,190)

5,513
(5,01.0)

(6,598)

70,254

(7,480,621)

8
I

13,300,000 6,770,000
(810,000)

13,300,000 5,900,000

29't,764
(12,047,1't3)

56,720

2,050,724
(6,547,779)

(11,698,629)

117,995

38,382

(132,276)

170,658

156,377 38,382

The notes on pages 13 to 32 are all integral palt of these financial statements.



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31. DECEMBER 201-3

1

1.3

GENERAL

India Advantage Fund Limited (the "Company") is an open-ended public comPany with limited liability
incorporatecl in Mauritius on 23 May 1,996 and holds a Category 1 Global Business Licence and a

Collective Investment Scheme License issued by the Financial Services Commission. The Company's
principal investment objective is to achieve long-term growth of capital through a diversified, research-

based approach to investment in Indian securities.

The Company has invested more than 90 per cent of its assets in India Advantage (Offshore) Fund (the "Sub

Fund") a scheme of the Birla Sun Life Mutual Fund which has been sponsored by Aditya Birla Financial

Services Private Limited and Sun Life (India) AMC Investments Inc. The Sub Fund has in turn invested in
domestic Indian securities. The Company is the sole unit holder of the Sub Fund.

The Company'é registered address is IFS Court, TwentyEighf Cybercity, Ebène, Mauritius.

The financial statements of the Company for the year ended 31 December 2073 were authorised for issue

in accordance with a resolution of the Board of Directors on 25 March 2014.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the financial statements are set out below.

These policies have been consistently applied to all periods presented unless otherwise stated.

Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting Standards

('IFRS") as issued by the International Accounting Standards Board ("IASB").

Basis of preparation

The financial statements are prepared on a historical basis except for financial assets at fair value through

profit or loss in the separate financial statements that have been measured at fair value. The financial

statements are presented in United States Dollar (USD).

The Company meets the definition of an investment entity as definect by IFRS 10 and its investment in the

Sub Fund has been accounted as financial assets at fair value through profit and loss. These separate

financial statements are the only financial statements presentecl by the Company.

Foreign currency translation

F rttctionnl ard presentation arrency

The Company's financial statements are presented in United States Dollars ("USD") which is also the

currency of the primary economic environment in which the Company operates (functional currency).

Management determines the functional currency of the Company to be USD. In making this judgment,

management evaluates among other factors, the regulatory and competitive envitonments, the fee and

performance reporting structures of the Company and in particular, the economic environment of its
investors.

Tr nt ts n c ti ot t s ut d b nlnnces

Transactions during the period, including purchases and sales of securities are translated at the rate of

exchange prevailing on the date of transaction. Monetary assets and liabilities denominated in foreign

currencies are retranslated at the functional currency spot rate of exchange at the reporting date.

n

(u)

(b)

(c)



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 201.3 't4.

2. SIGNIFICANTACCOUNTINGPOLICIES(CONTINUED)

(.) Foreign currency translation (Continued)

Trønsactions and bølances (Continued)

(d)

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value is
determined. Foreign currency transaction gains and losses on financial assets classified at fair value
through profit or loss are included in profit or loss in the statement of comprehensive income as part of
the "net loss or gain on financial assets at fair value through profit or loss".

Financial instruments

(i) Financial assets

n) Initial recognition qnd meantrenrcnt

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or

loss, loans and receivables, held-to-maturity investments and available for sale financial assets, ot as

derivatives designated as hedging instruments in an effective hedge, as appropriate. The Company
determines the classification of its financial assets at initial recognition.

All financial assets are recognised initially at fair value plus transaction costs, except in the case of
financial assets recorded at fair value though profit or loss where transaction costs are taken to profit or
loss.

Purchases or sales of financial assets that require clelivery of assets within a time frame established by
regulation or convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the

date that the Company commits to purchase or sell the asset.

The Company's financial assets are cash and cash equivalents included under loans and receivables and
financial assets at fair value through profit or loss.

b) Subsequentntensurement

The subsequent measurement of financial assets depends on their classification as described below:

. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial
assets designated at fair value through profit or loss upon initial recognition. Financial assets are classifiecl

as held for trading if they are acquired for the purpose of selling or repurchasing in the near term.

Financial assets at fair value through profit and loss are carried in the statement of financial position at
fair value with net changes in fair value recognised in profit or loss as net loss or gain on financial assets

at fair value through profit or loss.

Financial assets designated upon initial recognition at fair value through profit and loss are designated at

theìr initial recognition date and only if the criteria under IAS 39 are satisfied. The Company has not
designatecl any financial assets at fair value through profit or loss during the year.



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3l DECEMBER 2013 15.

2. SIGNIFICANTACCOUNTINGPOLICIES(CONTINUED)

(d) Financialinstruments(Continued)

(i) Financial assets (Continued)

b) Subsequent nteøsurentent (Continued)

The Company evaluates its financial assets at fair value through profit or loss, other than derivatives, to

determine whether the intention to sell them in the near term is still appropriate. When in rare

circumstances the Company is unable to trade these financial assets due to inactive markets and

managemenfs intention to sell them in the foreseeable future signìficantly changes, the Company may

elect to reclassify these financial assets. The reclassification to loans and receivables, available for sale or

held to maturity depends on the nature of the asset. This evaluation does not affect any financial assets

designated at fair value through profit or loss using the fair value option at designation, these instruments
cannot be reclassified after initial recognition.

a Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active market. After initial measurement, such financial assets are subsequently

measured at amortised cost using the effective interest rate (EIR) method, less impairment. Amortised
cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are

an integral part of the EIR. The EIR amortisation is included in finance income in the profit or loss. The

losses arising from impairment are recognised in the profit or loss in finance costs for loans and in cost of
sales or other operating expenses for receivables.

c) Derecogtrition of financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

The rights to receive cash flows from the asset have expired;
The Company retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a 'pass through' arrangement; ancl

Either (a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the

Company has neither transferred nor retained substantially all the risks and rewards of the asset,

but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the

asset, the asset is recognised to the extent of the Company's continuing involvement in the asset.

(ii) Impairment of financial assets

The Company assesses at each reporting date whether a financial asset or group of financial assets

classified as loans and receivables is impaired. A financial asset or a group of financial assets is deemed to

be impaired if, ancl only if, there is an objective evidence of impairment as a result of one or more events

that have occurred after the initial recognition of the asset (an incurred 'loss event') and that loss event has

an impact on the estimated future cash flows of the financial asset or the group of financial assets that can

be reliably estimated.

Interest revenue on impaired financial assets is recognised using the rate of interest used to discount the

future cash flows for the purpose of measuring the impairment loss. The interest income is recorded as

part of finance income in the profit or loss.

a

a



INDIA ADVANTAGE FUND TIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013 L6.

, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

(iii) Financialliabilities

a) Initinl recognition and measurement

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through
profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective

hedge, as appropriate. The Company determines the classification of its financial liabilities at initial
recognition. All financial liabilities are recognised initially at lair value.

The Company's financial liabilities include other short term payables. The financial liabilities are

subsequently measured at amortised cost.

b) Derecognition of fínnnciøI liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

When an existing liability is replaced by another from the same lender on substantially different tetms, or

the terms of an existing liability are substantially modified, such an exchange or modification is treated as

a derecognition of the original liability and the recognition of a new liability, and the difference in the

respective carrying amounts is recognised in the profit or loss.

(i") Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position il and only rf, there is a currently enforceable legal right to offset the recognized

amounts and there is an intention to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

(") Determination of fair value

All securities which are traded on a stock exchange are valued on the basis of their last traded prices.

Listed securities for which there is an ascertainable market value will be valued generally at the last
known price dealt with on the market on which the securities are traded on the relevant valuation day
and unlisted securities for which there is no ascertainable market value will be valued at fair value. The

directors may permit some other method of valuation to be used if they consider that such valuation
better reflects fair value.

The investment in the Sub Fund is classified as fair value through profit or loss and is fair valued by using
the net assets of the Sub Fund. The net assets of the Sub Fund is considered to be the fair value of the fund
as there are no rights and obligations attached to the units of the Sub Fund that would result in the fair
value being different to the net asset value.

(e) Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and cash at bank. Cash ancl cash equivalents are

short term, highly liquid investments that are readily convertible to known amounts of cash which are

subject to an insignificant risk of change in value.

(d)



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
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)

(f)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Share capital

(i) Cløssification of redeemable shnres

A puttable financial instrument is classified as an equity instrument if it has all of the following features:

. It entitles the holder to a pro rata share of the Company's net assets in the event of the Company's
liquidation.

. The instrument is in the class of instruments that is subordinate to all other classes of instruments
and all instruments in that class have identical features.

. The instrument does not include any contractual obligation to deliver cash or another financial
asset other than the holder's rights to a pro rata share of the Company's net assets.

In addition to the instrument having all the above features, the Company must have no other financial
instrument or contract that has:

Total cash flows based substantially on the profit or loss, the change in the recognised net assets or

the change in the fair value of the recognised and unrecognised net assets of the Company, and

The effect of substantially restricting or fixing the residual return to the puttable instrument
holders.

The Company's redeemable shares meet the definition of puttable instruments classified as equity
instruments under the revised IAS 32, "Financial Instruments: Presentation", given that in the event of

winding up, the assets available for distribution among the shareholders shall be applied in the following
priority:

(Ð First, to the holders of Class A, Class B and Class C Shares a sum equal to the nominal amount
paid up on the shares held by such holders respectively; and

(iÐ Second, to the holders of the Class C Shares and Participating Shares any balance remaining
pertaining to their respective classes, as nearly as practicablc in proportion to the number of Class

C Shares and Participating Shares.

Consequently, the Company's redeemable shares are classified as equity instruments.

The Company continuously assesses the classification of the redeemable shares. If the redeemable shares

cease to have all the features or meet all the conditions set out in paragraphs 164 and 168 of IAS 32, the

Company will reclassify them as financial liabilities and measure them at fair value at the date of

reclassification, with any differences from the previous carrying amount recognised in equity. If the

redeemable shares subsequently have all the features and meet the conditions set out in paragraphs 164

and 168 of IAS 32, the Company will reclassify them as equity instruments and measure them at the

carrying amount of the liabilities at the date of the reclassification.

The issuance, acquisition and resale of redeemable shares are accounted for as equity transactions. Upon
issuance of shares, the consideration received is included in equity.

No gain or loss is recognised in the statement of comprehensive income on the purchase, sale, issuance or

cancellation of the Company's own equity instruments.

a

a
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(g)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Share capital (Continued)

(ä) Cløssifícation of Mnnngentent slures

The Class A and B management shares are non-redeemal¡le and are classified as equity.

Capitøl re denrption re serre

The Capital redemption reserve is used to record redemption made by investors in excess / short of share

capital and share premium.

Net gain or loss on financial assets at fair value through profit or loss

The net changes in fair value of financial assets at fair value through profit or loss are recognised in the

profit or loss.

(h) Current income tax

Current income tax assets and liabilities for the current period and prior years are measured at the

amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted by the reporting date.

Deferred tnrntion

Deferred tax is provided, using the liability method, for all temporary differences arising between the tax

bases of assets and liabilities and their carrying values for financial reporting purposes. Currently enacted

tax rates are used to determine deferred tax.

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

New and amended standards and interpretations

The accounting policies adopted in the current year are consistent with those of the previous year, except

that the Company has adopted some of the following new and revised accounting standards:

. IAS L Presentation of Financial Statements
o IFRS 13 Fair Value Measurement

The adoption of the above standards is described below:

IAS 1- Clørificøtiott of the reqtúrement for compørøtiae informøtion (Amenilment)

These amendments clarify the difference between voluntary additional comparative information and the

minimum required comparative information. This standard has not impacted the financial statements of
the Company.
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3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

New and amended standards and interpretations (Continued)

IÃS'1, Presentøtion of Finønciøl Støtements
Presentation of ltems of Other Comprehensiae lncome - Amendments to IAS L

The amendments to IAS 1 change the grouping of items presented in OCI. Items that could be reclassified
(or recycled) to profit or loss at a future point in time (for example, upon derecognition or settlement)

would be presented separately from items that will not be reclassified. The amendment has not impacted
the Company's accounts as the Company has no other comprehensive income.

IFRS 13 Fair Vøhrc Meøsurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13 does

not change when an entity is required to use fair value, but rather provides guidance on how to measure

fair value under IFRS. IFRS 13 defines fair value as an exit price. As a result of the guidance in IFRS 13, the

Company reassessed its policies for measuring fair values, in particular, its valuation inputs such as non-
performance risk for fair value measurement of liabilities. IFRS 1.3 also requires additional disclosures.

Additional disclosures where required, are provided in the individual notes related to the assets and

liabilities whose fair values were determined. Fair value hierarchy is provided in Note 9.

During the previous year, the Company had early adopted the following standards retrospectively with
an initial application date of 1.January 2012.

IFRS 10 Consolidated Financial Statements, IFRS L1 Joint Arrangements, IFRS 1.2 Disclosure of
Involvement with Other Entities, with consequential amendment to IAS 27 Separate Financial
Statements (as revised in 2011), IAS 28 Investments in Associates and foint Ventures (as revised in
2011) - Early adoption

Subsidizries

As a result of the adoption of ,lll(5 70 Consolidated Financial Stntements, the Company has voluntarily
changed its accounting policy with respect to determining whether it has control over its investees.

Control arises when the Company is exposed, or has rights to varial¡le returns from its involvement with
the entity and has the ability to affect those returns through its power over that entity. The Company re-

assessed its control conclusion for its investees at 1 |anuary 2012 and determined that there has been no

change. The Company has not presented consolidated financial statements for the year under review
since it is exempted from consolidation by meeting the criteria of being an investment entity as set out in
IFRS 10.

Inuestment entity

The amendment to IFRS 70 Consolidnted Financial Statentents requires entities that meet the definition of an

investment entity to apply exemption from consolidation and instead account for its investments in
subsidiaries at Íair value through profit or loss. The Company undertook an assessment as of
1 ]anuary 2012 and concluded that it is an investment entity as follows:

The Company has multiple investors and indirectly holds multiple investments through the Sub Fund.

Ownership interests in the Company are in the form of recleemable shares classified as equity in
accordance with IAS 32 and which are exposed to variable returns from changes in fair value of the

Company's net assets.
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3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

New and amended standards and interpretations (Continued)

lnuestment entity (Continued)

4.

The Company has been deemed to meet the definition of an investment entity per IFRS 10 as the

following conditions exist:

(a) The Company has obtained funds for the purpose of providing investors with investment
management services.

(b) The Company's business purpose, which was communicated directly to investors, is investing solely

for returns from capital appreciation and investment income, through the Sub Fund.

(c) The performance of investments made through the Sub Fund are measured and evaluated on a fair
value basis.

Since the investment in the Sub Fund was already accounted for at fair value through profit or loss, the

major impact is that the Company ceases to present consolidatecl financial statements of the group, but
only presents separate financial statements as required by IAS 27.84.

AMENDMENTS TO STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Company's financial statements are

listed below. The Company intends to adopt applicable standards when they become effective.

IFRS 9 Einønciøl lnstntments - Cløssificøtion ønd Meøstrement

IFRS 9 as issued reflects the first phase of the IASB's work on the replacement of IAS 39 and applies to
classification and measurement of financial assets and financial liabilities as defined in IAS 39. The

standard was initially effective for annual periods beginning on or after 1 January 2013,btt Amendments
to IFRS 9 Mandatory Effective Date of IFRS 9 and Transition Disclosures, issued in December 201'1., moved
the mandatory effective date to l January 2015. On 19 November 2013, the IASB issued IFRS 9Financial
Instruments (Hedge Accounting and amendments to IFRS 9, IFRS 7 and IAS 39) amending IFRS 9 to
include the new general hedge accounting model, allow adoption of the treatment of fair value changes

due to own credit on liabilities clesignated at fair value through profit or loss, and remove the 1 ]anuary
2015 effective date.

Accordingly, the current version of IFRS 9 does not include an effective date but is available for adoption
(subject to local endorsement requirements). An effective date will be added once the standard is

complete with a new impairment model and finalisation of any limited amendments to classification and

measurement.

Offsetting EinønciøI Assets ønd Finøncial Liøbilities - Amenilments to IAS 32

These amendments clarify the meaning of currently has a legally enforceable right to set-off. The

amendments also clarify the application of the IAS 32 offsetting criteria to settlement systems (such as

central clearing house systems) which apply gross settlement mechanisms that are not simultaneous.

These amendments are not expected to impact the Company's financial position or performance and

become effective for annual periods beginning on or after L lanuary 2014.

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Company's financial statements requires management to make judgements,

estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,
and the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about

these assumptions and estimates could result in outcomes that require a material adjustment to the

carrying amount of the asset or liability affected in future periods.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED)

luclgments

In the process of applying the Company's accounting policies, management has made the following
judgments, which have the most significant effect on the amounts recognised in the financial statements.

D eterrninøtion of fi mctionøl arrency

The determination of functional currency of the Company is critical since recording of transactions and
exchange differences arising thereon are dependent on the functional currency selected. As described in
Note 2, the directors have considered those factors therein and have determined that the functional
currency of the Company is the USD.

Going Concern

The Company's management has made an assessment of the Company's ability to continue as a going
concern and is satisfied that the Company has the resources to continue in business for the foreseeable

future. Furthermore, the management is not aware of any material uncertainties that may cast significant
doubt upon the Company's ability to continue as a going concern. Therefore, the financial statements
continue to be prepared on the going concern basis.

Assessment øs inaestment entity

The Company's management has made an assessment of the Company's eligibility in satisfying the three
elements of the definition per IFRS 1,0.27 as described under Note 3. Although the Company does not
meet all of the typical characteristics of an investment entity (namely, the Company does not directly have
multiple investments), it possesses the three elements of the definition of an investment entity set out in
IFRS 10, and is consequently classified as an investment entity. This conclusion will be reassessed on an

annual basis, if any of these criteria or characteristics change.

E stim ate s ønd ø s x tmpti ons

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, as discussed below. The Company has based its
assumption and estimates on parameters available when the financial statements were prepared.
However, existing circumstances and assumptions about future developments may change clue to market
changes or circumstances arising beyond control of the Company. Such changes are reflected in the
assumption when they occur.

Fair uøhrc of finønciøl instntments

Where the fair value of financial assets and financial liabilities recorded in the statement of financial
position cannot be derived from active markets, they are determined using valuation techniques. The
inputs to these models are taken from observable markets where possible, but where this is not feasible, a

degree of judgement is required in establishing fair values. The judgements include considerations of
inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could
affect the reported fair value of financial instruments. The fair value of the unquoted equity shares has

been estimated using the net asset value of the Sub Fund and all investments held by the Sub Fund are

quoted investments. Management has determined that this was the most appropriate technique to value
the investments.
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6. INVESTMENT MANAGEMENT, MARKETING AND PROFESSIONAL FEES

lnaestntent Management fees

On 18 }uly 1996 the Company has entered into an Investment Management Agreement with Birla Sun Life
AMC (Mauritius) Limited (the "Investment Manager"), a related parl!, pursuant to which the latter is
entitled to a fee. Subsequent Supplemental Management Agreements were entered into from time to time
to make amendments to the Investment Management Agreement.

With effect from L February 2012 pursuant to a Supplemental Management Agreement dated

18 ]anuary 2012,t}re Investment Manager is entitled to a monthly fee payable in arrears, accruing at the

annual rate of 015% of the daily net asset value of the Company. The annual rate shall be subject to such

adjustments as the investment committee of the Company shall consider necessary from time to time.

Before 1 February 2012, the annual rate was as follows:

0.25% of the net proceeds of the initial placing until 30 September 1996.

0.25% of the daily NAV of the Company on the last Business day in each calendar month with effect

from L October 1996.

1,.25% of the daily NAV of the Company on the last Business day in each calendar month with effect

from L August 2005.

The agreement shall be effective until terminated by either party giving at least ninety days' notice in
writing on the Valuation Day falling in March, fune, September or December in any year on or after

December 1,999.The Company will indemnify the Investment Manager against any claim as specified in
clause 17.3 of the Investment Management Agreement and to the extent that such claim is not due to
breach of duty, negligence, wilful default or liability on the part of the Investment Manager.

At 31 December 2013, Birla Sun Life Asset Management Company Limited held 100% of the Class A and B

shares in the Company.

Mørketing fees

On 23 ly'ray 2072 the Company has entered into a Marketing and Services Agreement with
Aditya Birla Sun Life Asset Management Company Ltd (the "Agent"). The Agent is entitled to fees

payable quarterly in arrears, accruing at the annual rate of 0.25% of the daily net asset value of the

Company. The agreement shall be effective until terminated by either party giving thirty days' notice.

Professionnl fees

International Financial Services Limited ("IFS") has been appointed to provide administrative, registrar
and secretarial as well as tax compliance services to the Company in Mauritius and professional fees are

paid to IFS.

7. DIRECTORS'REMUNERATIONANDINTERESTS

Directors' fees were paid to two of the Company's Mauritian directors who are independent of the

Administrator and the Investment Manager.

None of the directors had any interest in the shares of the Company. Mr Couldip Basanta Lala is also a

director of IFS and Mr Dev Joory, who is a director of IFS, is also a director in Birla Sun Life AMC
(Mauritius) Limited.

Directors' remuneration is disclosed under note 15.
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8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Movement statement

The Company holds 100% unquoted equity shares in India Advantage (Offshore) Fund, a mutual fund
incorporated in India.

201.3 2012

USD USD

At 1 ]anuary
Additions
Disposal
Net (loss) / gain on financial assets at fair
value through profit or loss

116,659,015 98,802,825
810,000

(6,710,000)(13,300,000)

23,756,190

At 31 December 98,319,325 11,6,659,0'1,5

The fair value of the unquoted equity shares has been estimated using the net asset value of the

Sub Fund. Management has determined that this was the most appropriate technique to value the

investments.

9. FAIRVALUE HIERARCHY

The Company uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2:Inputs other than quoted prices included within level l that are observable for the asset or

liability, either directly (that is, as prices) or indirectly (that is, derived from prices)

Level 3:Inptrts for the asset or liability that are not based on observable market data (that is, unobservable
inputs)

The following table presents the Company's assets that are measured at fair value as at 31 December 2013.

3L December 2O'1,3

LevelL Level2 Level3 Total
USD USD USD USD

Financial instruments
Fair value through profit or loss
- Equity securities 98,319,325 98,319,325

98,319,325 98,319,325

31 December 2072
Level L Level 2 Level 3 Total

USD USD
Financial instruments
Fair value through profit or loss
- EquiÇ securities 776,659,U-15 776,659,l].15

USD

116,659,075

USD

776,659,0-15



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31. DECEMBER 201,3 24.

10. CASH AND CASH EQUIVALENTS

20't3 2012

Cash at bank

USD

156,377

11. SHARE CAPITAL AND SHARE PREMIUM

All issued redeemable participating shares are fully paid and are listed and traded on the Channel Islands

Securities Exchange. The Company's capital is represented by the management and redeemable

participating shares. Quantitative information about the Company's capital is provided in the statement

of changes in equity and in the tables below. Based on historical information for the years 201'0-2073,

between 5% to 1,5% of the Company's issued shares are redeemed annually at their net asset value

calculated in accordance with redemption requirements. For the purpose of calculating the net asset value

attributable to holders of redeemable shares, the Company's assets and liabilities are valued using the

price of the most recent transactions which provide evidence of the current fair value.

Authorised sl nre capitøl

As per the terms of the Constitution, the shares of the Company shall consist of -l'20 Class A shares of
USD10.00 each, 80 Class B shares of USD10.00 each, Class C shares of USD0.01 each and Participating

Shares to be issued in such classes of shares as the Directors may determine with such preferred or

qualified or other special rights or restrictions whether in regard to voting, dividend, return of capital or

otherwise. The Directors may issue such number of Class C shares, Participating Shares or Classes of
Participating Shares or fractions thereof.

Share Share
capital premium Total Total

2013 2013 2013 201,2

USD USD USD USD

Issued share cnpital

USD

38,382

Class A of USD10 each
Class B of USD10 each
Class C shares USD0.01 each

900

400
5,492

900

400
'1,4,924,249

900
400

23,393,71,8

(i)

14,918,757

6,792 '14,918,757 L4,925,549 23,394,41,8

Classes A and B are Management Shares and Class C shares are Redeemable Participating Shares. The

share capital and share premium of the Company consists of management shares and redeemable

participaling shares as detailed below:

Management Shares

The shares issued and fully paid at 31 December 2013 and2012 are as follows:

Number of Share
shares capital

USD
As at 31 December 2013 and 31 December 2012

Class A shares
Class B shares

130

90
40

900
400

1,300
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11..

(i)

SHARE CAPITAL AND SHARE PREMIUM (CONTINUED)

Management Shares (continued)

The par value of the management shares is USD10 each. At 31 December 2013, the Class A and B shares

were held by Birla Sun Life Asset Management Company Limited. The Class A and Class B shares carry
voting rights. No dividend is payable to the Class A and B shareholders.

Redeemable Participating Shares

The shares issued and fully paid at 31 December 2013 are as follows

Class C shares

(ii)

Number
of shares

Share
capital

Share
premium

Capital
redemption

reserve Total
USD USD USD

(63,921,,116)

USD

(35,47,01.0)
2,050,124

28,467,711,

2,050,008
(7,130,739)

Atllamary 2012
Issue of shares
Redemption of shares

At 1 January 2013

Issue of shares
Redemption of shares

639,520
11.,630

6,395
716
(373)(37.335) 583,333

613,815
1,,680

(66,250)

6,138
17

(663)

23,386,980
297,747

(8,759,970)

(63,337,783)

(3,286,480)

(39,944,665)
291,,764

(12,047J131

At 3L December 2013 549,245 5,492 14,918,757 (66,624,263) (5't,700,0'l..4\

The Class C shares are participating redeemable shares having par value of USD0.01 each and are entitled
to notice of general meetings but are not entitled to attend or vote thereat except in respect of a resolution
to (i) vary the rights of the Class C Shares (ii) approve any material change in the principal investment
objective and policies of the Company from time to time (iii) wind up the Company.

The Class C shares may be issued and redeemed at prices based on the Company's net assets value as

determined in accordance with the Constitution. Redemption is at the option of the shareholders. The

Directors may from time to time if they think fit pay such interim and final dividends on Class C Shares or
Participating Shares in a Class out of the assets of the Class as appear to the Directors to be justified by the
profits of the Class.

In case of winding-up, the assets available for distribution among the shareholders shall then be applied
in the following priority:

First, to the holders of Class A, Class B and Class C Shares a sum equal to the nominal amount
paid up on the shares held by such holders respectively; and

Second, to the holders of the Class C Shares and Participating Shares any balance remaining
pertaining to their respective classes, as nearly as practicable in proportion to the number of Class

C Shares and Participating Shares.

(Ð

(iÐ
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.1,2. RESERVES

Reserves are made up of:

Retained earnings

2013 20L2

Capital redemption
reserve

201.3 2072

Total

2013 2012

USD USD USD USD USD USD

At 1 January 155,935,749 733,723,836 (63,337,783) (63,921.,11.6) 92,597,966 69,802,720

(Loss) / profit
and total
comprehensive
(loss) / income
for the year (6,523,569) 22,21L,913

(3,286,480) 583,333

1.49,412,180 755,935,749 _þ9,624 _ ß,33ry!9)

(6,523,569)

(3,286,480)

22,217,913

583,333Movement

At 31

December 917 92,597,966

1.3. INCOME TAX EXPENSE

India

The Company invests in India and the directors expect to obtain benefits under the double taxation treaty
between Mauritius and India. The Indian Supreme Court has re-affirmed in a ruling dated
7 October 2003 the validity of the circular 789 issued by the Central Board of Direct Taxes which provides
that wherever a "Certificate of Residence" is issued by the Mauritian Tax Authorities, such certificate
constitutes sufficient evidence for accepting the status of residence and beneficial ownership and for
applying the benefits of the tax treaty between India and Mauritius. The Company has obtained a tax
residence certification from the Mauritian authorities which is renewable annually subject to meeting
certain conditions and considers such certification is determinative of its residence status for treaty
purposes.

A Company which is tax resident in Mauritius under the treaty, but has no branch or permanent
establishment in India, will not be subject to capital gains tax in India on the sale of securities but is
subject to Indian withholding tax on interest earned on Indian securities at the basic rate of 20.6%

(increased by a surcharge and education cess where applicable). Net investment income and gains
derived by the Sub Fund are exempt from Indian tax as the Sub Fund qualifies as a recognised Mutual
Fund under Section 10(23D), of the Income Tax Act, 1961 of India.

With effect from 1 April 2003, dividends are exempt in the hands of shareholders. Indian companies
making distributions are however liable to a Dividend Distribution Tax equivalent to 76.995% of the
dividends distributed effective 1 April 2012. A company holding at least 5% of the share capital of an

Indian company and receiving dividends may claim a credit for tax paid by the Indian company on its
profits out of which the clividends were distril¡uted including the Dividend Distribution Tax.
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13.

(Loss) /Profit before taxation

Tax at15%
Tnx effict of:

Income not subject to tax
Non allowable expenses

Income tax charge

1.4. FINANCIAL RISK MANAGEMENT OBIECTIVES AND POLICIES

Financial risk føctors

INCOME TAX EXPENSE (CONTINUED)

Mauritius

The Company is a "Category 1 Global Business Licence Company" for the purpose of the Financial

Services Act2007. The Company is liable to pay income tax on the profit of the Company, as adjusted for
income tax purposes, at a rate of 15%. The Company is entitled to a tax credit equivalent to the higher of
actual foreign tax paid and 80% of Mauritius tax payable in respect of its foreign source income, thus
reducing its maximum effective tax rate toSo/o. There is no capital gains tax in Mauritius. The Company
had a tax loss of USD nil as at 31 December 2013 (Sl December 2012: nil).

Reconciliation of the tax charge and accounting profit
20'1,3 2012
USD

(6,523,569)

(978,535)

(699,802)
1,,678,337

USD

22,211,,913

3,33L,786

(3,563,429)
231.,643

The Company's objective in managing risk is the creation and protection of shareholder's value. Risk is
inherent in the Company's activities, but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risks limits and other controls. The process of risk management
is critical to the Company's continuing profitability.

The Company's activities expose it to a variety of financial risks: market risk (including price risk, cash

flow interest rate and currency risk), credit risk, concentration risk and liquidity risk. The Con'rpany's
overall risk management programme focuses on the unpredictability of financial markets and seeks to
minimise potential aclverse effects on the Company's financial performance.

Ri sk nnn a gent ent s tru ctur e

The Company's Investment Manager is responsible for identifying and controlling risks. The Board of
clirectors supervises the Investment Manager and is ultimately responsible for the overall risk
management approach within the Company.

Risk tnitigation

The Company has investment guidelines that set out its overall business strategies, its tolerance for risk
and its general risk management philosophy. The stock selection strategy identifies companies with
sound corporate management and prospects of good future growth. Past performance of the companies
is also taken into consideration with the focus remaining on long-term fundamentally driven values.
However, short-term opportunities are also considered, provided that underlying values support them.
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.].4. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to

changes in market variables such as interest rates, foreign exchange rates and equity prices.

Equity price nsk

Equity price risk is the risk of unfavourable changes in fair values of equities as the result of changes in
the value of individual shares.

The Company is exposed to equity price risk because of investments held by the Company and classified

on the statement of financial position as financial at fair value through profit or loss. The Company
manages the equity price risk through diversification and placing limits on individuals and total equity
instruments.

The sensitivity analyses below have been determined based on the exposure to equity price risks at the

reporting date. If equity prices had been 1.00% higherf lower, the effect on profit or loss and equity for the

year would have been as follows:

Increasy'decrease

in equity prices

+7.00%

-1.00%

+10%

Effect on profit/equity
2013 201,2

USD
983,193

(983,193)

USD
'L,1.66,590

(1.,1.66,590)

Cash flow interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or

the fair values of financial instruments.

No interest is being generated from cash held in the bank for the Company. Therefore the Company is not
exposed to cash flow interest rate risk.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The primary exposure of the Company is to the Sub Fund, which is denominated in
Indian Rupee ("INR"). The underlying assets of the Sub Fund are only in INR. The objective is to generate

returns linked to the Indian equity markets and the currency risk is borne by the investor. The currency
risk is appropriately highlighted in the risk factors in the offer document. Consequently, the Company is
exposed to the risk that the exchange rate of the USD relative to the INR may change in a manner which
has a material effect on the reported value of the Company's investments denominated in INR.

The following demonstrates the sensitivity to a reasonably possible change in the USD exchange rate,

with all other variables held constant, of the Company's profit or loss.

Increase/decrease in foreign exchange rate Effect on profit or loss
20'1,3 2U-12

INR

USD

(1O,924,3693\

9,938..Lzo

USD

(72,962,773)

70,605,365INR -10%
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.1,4. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Market risk (Continued)

Currency risk (Continued)

The currency profile of the Company's financial assets and liabilities is summarised as follows

Financial
assets
20't3

Financial
liabilities

2013

Financial
assets

2012

Financial
liabilities

2072

Indian Rupee

United States dollar

USD

98,319,325

156,377

USD USD

1'1,6,659,01,5

38,382

USD

710,153 71,5,1,63

98,475,702 710,153 11.6,697,397 715,163

Prepayments amounting to USD4,637 (2072: USD10,150) and subscription monies pending allotment
amounting to USD56,72O (2072: Nil) have not been included in financial assets and financial liabilities
respectively in the above table.

Credit risk

The Company takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. The Company's main credit risk concentration is its cash and cash equivalents.

With respect to credit risk arising from cash and cash equivalents, the Company's exposure to credit risk
arises from the default of the counterpartìes, with a maximum exposure equal to the carrying amounts of
these financial assets.

The Company manages credit risk related to and cash and cash equivalents by banking with reputable
financial institutions.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit risk at the reporting date was:

Carrying amount
31 December

20-t3

USD

Cash and cash equivalents 156,377

156,377

Carrying amount
3L December 20L2

USD

Cash and cash equivalents 38,382

38,382

The financial assets are neither past due nor impailed at reporting date. The cash ancl cash equivalents are

maintained with reputable financial institutions.
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FINANCIAL RISK MANAGEMENT OBIECTIVES AND POLICIES (CONTINUED)

Credit risk (Continued)

The Company is not exposed to credit risk with respect to its investment in financial assets at fair value
through profit or loss.

Concentration risk

The Company holds investments in India which involves certain considerations and risks not typically
associated with investments in other more developed countries. Fufure economic and political
developments in India could adversely affect the operations of the investee companres.

Liquidity risk

Liquiclity risk is defined as the risk that the Company will encounter difficulty in meeting obligations
associated with financial liabilities that are settled by delivering cash or another financial asset.

The Company is not exposed to any significant liquidity risk.

The table below summarises the maturity profile of the Company's financial liabilities at
31 December 2013 based on contractual undiscounted payments.

2013 201,2

demand Total demand Total
USD USD USD USD

OnOn

Management fees payable
Redemption payable
Other payables

63,347

13,'t49
633,657

63,347
'1,3,'1,49

633,657

73,372

207,194
434,597

73,372

207,794
434,597

710,153 710,153 71,5,163 7'15,763

F ait' o øh rcs of finøncial instntments

The fair value of the Company's investment has been estimated using the net asset value of the Sub Fund.
The Company's other financial assets and liabilities approximate their fair values given their short term
nafure.

15. RELATED PARTY DISCLOSURES

During the year under review, the Company transacted with the following related parties. The nature,
volume of transactions and balances with related parties are as follows:

Name of
company Relationship

Nature of
transactions

Volume of
transactions

2013 2012 20't3 2012

Birla Sun
Life AMC
(Mauritius)
Lirnitecl

Ilrvestment
manager

USD

750,703

USD

857,057

USD

63,247

USD

73,372Investment
rnanagement

fees

Balances
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15. RELATED PARTY DISCLOSURES (CONTINUED)

Name of
company Relationship

Nature of
transactions

Volume of
transactions

20'1,3 2012
Balances

20't3 2012

India
Advantage
(Offshore)
Fund

International
Financial
Services
Limited

Late Mr
Mohamad
Amade Hajee
Dawjee Vayid

Mr Subhas
Chandra
Lallah

Subsidiary

Administrator
and Secretary

Director until
5 May 2013

Additions &
Disposal
(Note 8)

Professional
fees

Director fees

USD

13,300,000

USD

(5,900,000)

USD

98,319,325

USD

716,659,015

94,479 1.03,725

4,044 12,000

(1,000) (1,000)

Director Director fees 10,000 10,000

lnae stment manøgement fee s

The Company has entered into an Investment Management Agreement with Birla Sun Life AMC
(Mauritius) Limited (the "Investment Manager"). During the period under review, the Company
transacted with the Investment Manager.

As disclosed under Note 6, the Investment Manager is entitled to a fee, accrued on a daily basis at the rate
of 0.75% of the daily NAV of the Company (the annual rate has been revised from1.25% to 0.75% with
effect from 1 February 20L2).lt is payable monthly in arrears (within seven days of the end of the period
in respect of which the payment falls to be made) in US dollars or as may otherwise be agreed.

Professional fees

One director of the Company namely, Mr Couldip Basanta Lala, exercises joint control over International
Financial Services Limited ('IFS", the Administrator/Secretary) and is deemed to have beneficial interest
in the Administration Agreement and the Tax Letter of Engagement between the Company and the
Administrator / Secretary.

Directors'fees

Directors' fees amounting to USDL4,044 (2012: USD 22,000) were paid to two of the Company's Mauritian
directors namely Late Mr Mohamad Amade Hajee Dawjee Vayid and Mr Subhas Chandra Lallah, who are

independent of the Administrator and the Investment Manager.

The directors do not have any shareholding in the Company.
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16. CAPITAL RISK MANAGEMENT

The Company's objectives when managing capital are to safeguard the Company's ability to continue as a

going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to recluce the cost of capital. The Company manages its capital
structure and makes adjustments to it, in light of changes in economic conditions.

To maintain or adjust the capital structure, the Company may adjust dividend payments to shareholders,
return capital to shareholders or issue new shares.

As a result of the ability to issue, repurchase and resell shares, the capital of the Company can vary
depending on the demand for redemptions and subscriptions to the Company. The Company is not
subject to external imposed capital requirements.

The Company also maintains an appropriate level of liquidity, in view of meeting shareholder's
redemption request and to meet its liabilities when they fall due. Therefore the Company maintains an

adequate level of liquidity in its investment and mainly invest in listed equities through the sub fund
which are consiclered as highly liquid investment and can be realised upon short term notice.

The Company meets its objectives by:

(Ð investing the proceeds from investors in investments meeting the description, risk exposure and
expected return indicated in its prospectus;

(ii) achieving consistent returns while safeguarding investor fund by investing in diversified portfolio
and by using various investment strategies;

(iii) maintaining sufficient liquidity to meet its expenses and to meet redemption requests as they arise;

and

17.

(iv) maintaining sufficient size to make its operation cost-efficient.

EVENTS AFTER THE REPORTING DATE

There are no material events after the reporting date which would require disclosure in or adjustment to
the financial statements for the year ended 3L December 2013.


