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INDIA ADVANTAGE FUND LIMITED
INVESTMENT MANAGER’S REPORT 2.

Macro Environment

2016 was a phenomenal year! More things happened that never happened before. Brexit and Trump triumph were
low probability outcomes until the voting day. The results gave voice to the powerful majority that was unheard
before. The central banks of ECB and Japan set policy rates below zero which took over a third of the developed
bonds to sub-zero levels. The fall in oil prices prompted the OPEC and other oil producing nations to collectively
agree on production cuts for the first time in eight years.

Closer home, a decade old effort to simplify indirect taxes found absolute consensus among all political parties to
pass the GST bill. The government was bold enough to get the long standing bills like Real Estate (Regulation &
Development) and Insolvency & Bankruptcy bills passed. It was bolder enough, in its continued effort to fight black
money, to demonetize 86% of the currency in circulation - which no country in the world did in the past. In 2016,
MSCI India was marginally down by 1.4%, and underperformed the Emerging markets. India had a middling
performance in equities for the year but still fares well from a 3 year point of view. The currency has held out well
w.r.t other EM currencies.

Overall 2016 was a year of many surprises - Brexit, result of US Elections - followed by a sharp appreciation in USD
& spike in US yields and Demonetization in India. However in all of this, the Indian economy remains as one of the
bright spots in the slowing global world. The macroeconomic conditions of India have been the best in recent times.

Equity Strategy and portfolio positioning

Due to demonetization consumption will likely take a setback for next 2-3 quarters, likely to impact GDP to the tune
of 100-150 bps in H2-FY18. Based on dependence on cash transactions and operating leverage, different sectors
would be impacted in varying proportions. Some export oriented sectors or the ones in B2B segment are not affected
at all. Just to quantify, among the Nifty companies, 43% (by weight) of companies in sectors like IT, pharma, oil &
gas and Power are not impacted. 53%of companies in FMCG, autos, financials etc. may be impacted for less than
two quarters. Only 4% of companies in cement & paints may see an impact for more than two quarters.

Following the effect of Demonetization will be the implementation of GST. The businesses have to further read just
to the new indirect regime resulting in des-tocking and change in current operations. Though we see impact on
growth in the short term, both Demonetization and GST are immensely beneficial in the long run. The tax net would
widen, tax compliance would improve, more banking services would be accessed and more businesses move into
organized segment. Development is not only an economic necessity but also a political one. Elections nowadays are
won and lost based on development. As government is aware of it and it is also aware that there has been a setback
in the near term, it is imperative for it to prop it up. Cutting direct taxes, subsidized housing, rural development
and building infrastructure could be the key focus areas for the government.

In the next two to three quarters, macro data and companies’ results could be volatile, Ilowever, as things stabilize
in 112-FY18, earnings could recover. We expect the earnings of Nifty companies to grow at 19% in I'Y18 led by
financials and autos. Equities offer good investment alternative verses the traditional ones (gold and real estate)
with a medium term horizon. The valuations are reasonable & the base for sustained earnings growth is being set

up.

Our portfolio positioning strategy on bottom-up basis (identifying winners within sectors) is based predominantly
on visjbility of earnings growth. Post demonetisation, the liquidity crunch was expected to impact the demand in
the near term. The results declared so far for the quarter ending 31 December 2016 has actually been better than
consensus expectations. This trend has been consistent across, barring a very few companies.

Things are improving on the ground, albeit at a slower pace. Ilowever, we still believe that the earnings for the
quarter ending 31 March 2017 will be the key litmus lesl to gauge the recovery. Our approach towards investing in
stocks with better earnings visibility as well as aclive portfolio management (increasing cash and sectoral
positioning) helped the fund to smoothly navigate lhe extreme market volatility in the last 3 months. We will
continue to manage the fund with agility, with clear focus on early identification of ideas to generate alpha in the
portfolio



INDIA ADVANTAGE FUND LIMITED
COMMENTARY OF THE DIRECTORS 3.

The Directors present the audited financial statements of INDIA ADVANTAGE FUND LIMITED (the “Company”)
for the year ended 31 December 2016.

PRINCIPAL ACTIVITY

The principal activity of the Company is to operate as an open-ended collective investment scheme. The Company’s
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 dedicated scheme of 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
invested in Indian securities. The Company is the sole unit holder of the Sub Fund. Birla Sun Life Mutual Fund
and its Indian advisor, Birla Sun Life Asset Management Company Limited (“BSLAMC”) are regulated by the
Securities and Exchange Board of India.

RESULTS
The results for the year are shown in the statement of profit or loss and other comprehensive income and related notes.

The Company’s net assets as at 31 December 2016 were USD 117,620,943 (2015: USD 127,409,324) with NAV per share
of USD 258.81 as at 31 December 2016 (2015: USD250.06).

DIRECTORS
The present membership of the Board is set out on page 35.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

Company law requires the directors to prepare financial statements for each financial year, which present fairly the
financial position, financial performance and cash flows of the Company. In preparing those financial statements,
the directors are required to:

e  select suitable accounting policies and then apply them consistently;

¢ make judgements and estimates that are reasonable and prudent;

e  state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors have confirmed that they have complied with the above requirements in preparing the financial
statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Company and to enable them to ensure that the financial statements comply with
the Companies Act 2001. They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

DIRECTORS’ INTERESTS

There are no service contracts in existence between the Company and any of its directors, nor are any such contracts
proposed.

Mr Couldip Basanta Lala is also a director of International Financial Services Limited (“IFS”), the Administrator
and Secretary of the Company.

Details of related party transactions are set out in Note 15 to the financial statements.



INDIA ADVANTAGE FUND LIMITED
COMMENTARY OF THE DIRECTORS (CONTINUED) 4.

DIRECTORS’ FEES

The independent directors, Messrs Subhas Lallah, Mark Christopher Rogers and Adesh Kumar Gupta, are each
entitled to receive directors’ fees of USD 10,000 per annum.

Director’s fees amounting to USD 35,000 (2015: USD 10,000) were paid to the independent directors.

MATERIAL CONTRACTS

Details of material contracts between the Company and its various service providers are set out in Note 6 to the
financial statements.

AUDITORS

The auditors, Ernst & Young, have indicated their willingness to continue in office until the next Annual Meeting,.



CERTIFICATE FROM THE SECRETARY
UNDER SECTION 166 (d) OF THE COMPANIES ACT 2001 5.

We certify to the best of our knowledge and belief that we have filed with the Registrar of Companies all such
returns as are required of INDIA ADVANTAGE FUND LIMITED under section 166(d) of the Companies Act 2001
during the financial year ended 31 December 2016.

Fﬁig

ll(‘ll‘a'll'fl 1ancial Services Limited
Secretary

Registered Office:

IFS Court, Bank Street
TwentyEight, Cybercity
Ebeéne 72201

Mauritius

27 March 2017
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF INDIA ADVANTAGE FUND LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of India Advantage Fund Limited (the “Company") set out on pages 9
to 34 which comprise the statement of financial position as at 31 December 2016, and the statement of profit
or loss and other comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of Company as at
31 December 2016, and of its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards and comply with the Companies Act 2001.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period. 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. We did not identify any Key audit matters during the year.

Other Information

The directors are responsible for the other information. The other information comprises the Investment
Manager's Report, Commentary of the Directors and the Certificate from the Secretary as required by the
Companies Act 2001, 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 the 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 on the other information obtained prior to the date of this auditor's report, 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.
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF INDIA ADVANTAGE FUND LIMITED (CONTINUED)

Report on the Audit of the Financial Statements (Continued)
Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and the requirements of the Companies Act 2001 and the
Financial Reporting Act 2004, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’'s 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 directors either intends to liquidate the Company or to cease operations,
or have no realistic alternative but to do so.

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 ISAs 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 ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

o 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 the
Group's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

e Conclude on the appropriateness of the director’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 Company's 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 Company to cease to continue as a going concern.

o 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.



EY

Building a better
working world

INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF INDIA ADVANTAGE FUND LIMITED (CONTINUED)

Report on the Audit of the Financial Statements (Continued)
Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

We communicate with the directors regarding, 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 the directors 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 the directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or requlation 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.

Other matter

This report is made solely for the Company's members, as a body, in accordance with Section 205 of the
Companies Act 2001. Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Report on Other Legal and Regulatory Requirements

Companies Act 2001

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:

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

QAWOL%WX / Br’» L @

ERNST & YOUNG LI KUNE LAN POOKIM, A.C.A, F.C.C.A
Ebéne, Mauritius Licensed by FRC
31 MAR 2017



INDIA ADVANTAGE FUND LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2016 9.
Notes ~ 2016 2015
uspD UsD
Income
Net gain on financial assets at fair value through profit or loss 9 5,339,601 5
- 5,339,601 =
Expenses
Net loss on financial assets at fair value through profit or loss 9 - 867,378
Investment management fees 6/15 890,742 1,003,447
Marketing expenses 6 829,260 903,964
Professional fees 6 89,693 93,158
Foreign exchange loss - 82,666
Trailer fees 59,108 71,311
Audit fees 21,942 19,320
General expenses 29,378 25,122
Directors’ remuneration 7/15 35,000 10,000
Bank charges o 9,270 _ 9,648
1,964,393 3,086,014
Profit / (loss) before tax 3,375,208 (3,086,014)
Income tax expense 13 - -
Prpfit / (loss) for the year, net of tax 3,375,208 (3,086,014)
Other comprehensive income &
Total comprehensive income / (loss) , net of tax 3,375,208

The notes on pages 13 to 34 are an integral part of these financial statements.

(3,086,014)




INDIA ADVANTAGE FUND LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2016

ASSETS

Cash and cash equivalents

Financial assets at fair value through profit or loss
Prepayments

Total assets

LIABILITIES
Management fees payable
Redemption payable
Other payables

Total liabilities

EQUITY

Share capital- Management shares

Share capital- Redeemable participating shares
Share premium

Retained earnings

Total equity

Total liabilities and equity

Number of redeemable participating shares issued

Net asset value per redeemable participating share

Notes

\O

15

11

12
12
12

Approved by the Board on 27 March 2017 and signed on its behalf by:

Director

The notes on pages 13 to 34 are an integral part of these financial statements.

]l far

B 10.
2016 2015
USD USD
344,140 6,525
117,779,636 127,785,035
4812 3939
118128588  127,795499
74,564 79,077
440 34,165
432,641 272,933
507645 386,175
1,300 1,300
4,545 5,095
. 6,378,577
_ 117615008 121,024,852
117,620,943 127,409,324
_ 118,128,588 127,795,499
454,451 509,500
258.81 250.06
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INDIA ADVANTAGE FUND LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016 12.

Notes 2016 ) 2005

UsSD UsD
Cash flows from operating activities
Profit / (loss) before tax 3,375,208 (3,086,014)
Adjustment to reconcile profit / (loss) to net cash from
operating activities
Net (gain) / loss on financial assets at fair value through profit

or loss 9 (5,339,601) 867,378
Foreign exchange loss - 82,666
Net change in operating assets and liabilities

(Increase) / decrease in prepayments (873) 1,795
Decrease in management fees payable (4,513) (11,151)
Increase/ (decrease) in redemption payable and other 125,983 (382,730)
payables

Proceeds from disposal of financial assets 9 15,495,000 4,517,000
Payment on purchase of financial assets 9 (150,000) (2,710,000)
Advances refunded by ABSL - - 321,284
Net cash from / (used in) from operating activities 13,501,204 (399,772)

Cash flows from financing activities

Proceeds from issue of shares 12 1,094,287 5,101,677
Payment on redemption of shares 12  (14,257,876) (5,022,453)
Net cash flows (used in) / from financing activities B (_l3,163§89) 79224
Net increase / (decrease) in cash and cash equivalents 337,615 (320,548)
Cash and cash equivalents at 1 January 6,525 B ;327,073

Cash and cash equivalents at 31 December 8 344,140 6,525

The notes on pages 13 to 34 arc an integral part of these financial statements



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 13.

(@)

(b)

GENERAL INFORMATION

INDIA ADVANTAGE FUND LIMITED (the “Company”) was incorporated in Mauritius on 23 May 1996 as a
public company with liability limited by shares and holds a Category 1 Global Business Licence issued by the
Financial Services Commission under the Companies Act 2001. The Company operates as a Collective
Investment Scheme (“CIS”) (an authorisation issued by the Financial Services Commission under Section 97 of
the Securities Act 2005 as a CIS Global scheme under the Securities (Collective Investment Schemes and Closed
End Fund) regulations 2008.

The financial statements of the Company for the year ended 31 December 2016 were authorised for issue in
accordance with a resolution of the Board of Directors on 27 March 2017.

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 (“I1FRS”)
as issued by the International Accounting Standards Board (“IASB”).

Basis of preparation

The financial statements are prepared on a historical basis except for financjal assets at fair value through profit
or loss that have been measured at fair value. The financial statements are presented in United States Dollar
(USD). The statement of financial position is presented by order of liquidity. An analysis of the timing of
recovery / settlement is disclosed under the liquidity risk under Note 14.

The Company meets the definition of an investment entity as defined by IFRS 10 and its investment in the Sub
Fund has been accounted as financial assets at fair value through profit and loss. These scparate financial
statements are the only financial statements presented by the Company.

Foreign currency translation
Functional and presentation currency

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

Transactions and balaices

Transactions during the year, including purchases and sales of securities are translaled 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.



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 14.

2,

(©)

(d)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currency translation (Continued)
Transactions and balances (Continued)

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 the
statement of profit or loss and other comprehensive income as part of “net gain / loss on financial assets at fair
value through profit or loss”.

Financial instruments
Financial assets
Initial recognition and measurement

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, or 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 delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade date, i.c., the date that the
Company commits to purchase or sell the asset.

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

Subsequent nieasurement

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

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 hese financial assets due lo inaclive markels and management’s intention to
sell them in the foreseeable future significantly changes, the Company may elect to reclassify these financial
assets. The reclassification Lo loans and receivables, available [or sale or held lo maturity depends on the nature
of the asset.



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 15,

(d)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

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.

e« 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.

Derecognition

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; and

¢ 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.

Impairment

The Company asscsses 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, and 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,

Financial liabilities

Initial vecognition and mensureient

Financial liabilitics within the scope of 1AS 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 lhe classification of its financial liabilities at initial recognition. All

financial liabilitics are recognised initially al fair value, and subsequently measured at amortised cost.

The Company’s financial liabilities include short term payables.



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 16.

(d)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial liabilities (Continued)

Derecognition

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 terms, 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.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial
position if, and only if, 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

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

» In the principal market for the asset or liability, or
o In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest. A fair
value measurement of a non-financial asset takes into account a market participant's ability to generate
cconomic bencfits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the
fair value measurement as a whole:

e TLevel 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

» Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

s TLevel 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurcment is unobservable
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(d)

(e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial liabilities (Continued)

For assets and liabilities whose fair values are measured in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a whole) at
the end of each reporting period.

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 its fair value as there are no rights
or obligations attached to the units of the Sub Fund that would result in the fair value being different to the
reported net asset value.

Cash and cash equivalents

Cash comprises cash in hand and cash at bank. 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.

Share capital
Classification of redeemable participating shares
A puttable financial instrument is classified as an equity instrument if it has all of the following features:

o It cntitles 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.

e Theinstrument 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:

e 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

e The effect of substantially restricting or fixing the residual return to the puttable instrument holders.
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2

)

(h)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Share capital (Continued)

The Company’s redeemable participating 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:

(1) 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

(i) Second, to the holders of the Class C Shares and redeemable 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.

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

The Company continuously assesses the classification of the redeemable participating shares. If the
redeemable participating shares cease to have all the features or meet all the conditions set out in paragraphs
16A and 16B of 1AS 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 16A
and 16B of 1AS 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 participating 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.

Classification of management shares
The Class A and B management shares are non-redeemable and are classified as equity.
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
statement of profit or loss and other comprehensive income.

Current and deferred income tax

Current income tax assets and liabilities for the current year 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 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.
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3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted are consistent with those of the previous financial year, except for the
following new and amendments to IFRS as from 1 January 2016:

- Effective for |
accounting period
- beginning on or after
_@Efeﬁs_ed standards o
- IFﬁlﬂ{egulat_ory Deferral Accounts - ~ 1January 2016
Amendments R | - __ |l
IFRS 11 Accounting for Acquisitions of Interests in Joint Operations 1 ]January 2016
" IAS 16 and IAS 38 - Clarification of Acceptable Methods of Deprec1at10n vand 1 January 2016
Amortisation - R
IAS 16 and IAS 41 Agr iculture: Bearer Plants o - 1 January 2016
IAS 27 Equity N ‘Method in Separate Financial Statements - ] 1 January 2016
Annual Improvements 2012 - 2014 Cycle e - B 1 January 2016
~ IAS 1 Disclosure Initiative . _ 1 January 2016
IFRS 10, IFRS 12 and IAS 28 Investment Entities: App]yingThe Consolidation | 1 January 2016
Exception  eme . B - - .

Where the adoption of the standards or amendments or improvements is deemed to have an impact on the
financial statements or performance of the Company, their impact is described below.

Amendments to IAS 1 Disclosure Initiative - effective 1 January 2016

The amendments to IAS 1 clarify, rather than significantly change, existing [AS 1 requirements.
The amendments clarify:

¢ The materiality requirements in IAS 1;

» That specific line items in the statement(s) of profit or loss and OCI and the statement of financial position
may be disaggregated;

« That entities have flexibility as to the order in which they present the notes to financial statements;

« That the share of OCI of associates and joint ventures accounted for using the equity method must be
presented in aggregate as a single line item, and classified between those items that will or will not be
subsequently reclassified to profit or loss

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in
the statement of financial position and the statement(s) of profit or loss and OCIL.

This amendment had no impact on the Company’s financial statements.
4. ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
The following standards, amendments to existing standards and interpretations were in issue but not yet

effective. The Company would adopt these standards, if applicable, when they become effective. No early
adoption of these standards and interpretations is intended by the Board of directors.
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4, ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

Effective for
accounting period
beginning on or after

IAS 12 Recognition of Deferred Tax Assets for Unrealised Losses 1 January 2017
(Amendments to IAS 12)

TIAS 7 Disclosure Injtiative (Amendments to IAS 7) 1 January 2017
IFRS 9 Financial Instruments - Classification and measurement of financial 1 January 2018
assets, accounting for financial liabilities and derecognition

IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope 1 January 2018
of the disclosure requirements

IFRS 15 Revenue from Contracts with Customers 1 January 2018
IFRS 2 Classification and Measurement of Share-based Payment 1 January 2018
Transactions

IAS 40 Transfers of Investment Property (Amendments) 1 January 2018
IFRIC Interpretation 22 Foreign Currency Transactions and Advance 1 January 2018
Consideration

IFRS 1 First-time Adoption of International Financial Reporting Standards 1 January 2018
(Deletion of short term exemptions for first time adopters)

IAS 28 Investments in Associates and Joint Ventures - Clarification that 1 January 2018

measuring investees at fair value through profit or loss is an investment by
investment choice

IFRS 16 Leases 1 January 2019
IFRS 10 and TAS 28 (Amendments to sale or contribution of assets between Effective date deferred
an investor and its associate or joint venture indefinitely

An assessment of the standards, amendments to existing standards and interpretations that may impact on
the Company’s financial statements when they become effective, given existing operations and financial
position, is as follows:

IAS 7 Disclosure Initiative (Amendments to IAS 7) - effective 1 Jannary 2017

The amendments to IAS 7 Statement of Cash Flows are part of the IASB's Disclosure Initiative and require an
entity to provide disclosures that enable users of financial statements to evaluate changes in liabilities arising
from financing activities, including both changes arising from cash flows and non-cash changes. On initial
application of the amendment, entities are not required to provide Comparative information for preceding
periods. These amendments are effective for annual periods beginning on or after 1 January 2017, with early
application permitted.

It currently has no impact on the financial position or performance of the Company and Company would
adopt the new standard on the cffective date.

IFRS 9 Financial Instruments - Classification and measurement of financial assets, Accounting for financial
liabilities and derecognition - effective 1 January 2018

In July 2014, the JIASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all
three aspects of the accounting for financial instruments project: classification and measurement, impairment
and hedge accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early
application permitted.

Fxcepl for hedge accounting, retrospective application is required but providing comparative information is
not compulsory. For hedge accounting, the requirements are generally applied prospectively, with some
limited exceptions,



INDIA ADVANTAGE FUND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 21.

4. ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 9 Financial Instruments - Classification and measurement of financial assets, Accounting for financial
liabilities and derecognition - effective 1 January 2018

Classification and measurement of financial assets

IFRS 9 introduces new requirements for classifying and measuring financial assets, as
follows:

All financial assets are measured at fair value on initial recognition, adjusted for transaction costs if the
instrument is not accounted for at fair value through profit or loss (FVTPL). Debt instruments are subsequently
measured at FVTPL, amortised cost or fair value through other comprehensive income (FVOCI), on the basis
of their contractual cash flows and the business model under which the debt instruments are held. There is a
fair value option (FVO) that allows financial assets on initial recognition to be designated as FVTPL if that
eliminates or significantly reduces an accounting mismatch. Equity instruments are generally measured at
FVTPL. However, entities have an irrevocable option on an instrument-by-instrument basis to present changes
in the fair value of non-trading instruments in other comprehensive income (OCI) (without subsequent
reclassification to profit or loss).

Classification and measurement of financial liabilities

For financial liabilities designated as FVTPL using the FVO, the amount of change in the fair value of such
financial liabilities that is attributable to changes in credit risk must be presented in OCI. The remainder of the
change in fair value is presented in profit or loss, unless presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss. All other IAS 39
Financial Instruments: Recognition and Measurement classification and measurement requirements for
financial liabilities have been carried forward into IFRS 9, including the embedded derivative separation rules
and the criteria for using the FVO.

Iimpairment

The impairment requirements are based on an expected credit loss (ECL) model that replaces the IAS 39
incurred loss model. The ECI. model applies to: debt instruments accounted for at amortised cost or at FVOCT;
most loan commitments; financial guarantee contracts; contract assets under IFRS 15; and lease recejvables
under [AS 17 Leases. Entities are generally required to recognise either 12-months’ or lifetime ECL, depending
on whether there has been a significant increase in credit risk since initial recognition (or when the commitment
or guarantee was entered into). Jor some trade receivables, the simplified approach may be applied whereby
the lifetime expected credit losses are always recognised.

Hedge accounting

Hedge effectiveness testing is prospective, without the 80% to 125% bright line test in 1AS 39, and, depending
on the hedge complexity, can be qualitative. A risk component of a financial or non-financial instrument may
be designaled as the hedged item if the risk component is separately identifiable and reliably measureable.
The time value of an option, any forward element of a forward contract and any foreign currency basis spread,
can be excluded from the designation as the hedging instrument and accounted for as costs of hedging. More
designations of groups of items as the hedged item are possible, including layer designations and some net
positions.

The application of IFRS 9 may change the measurement and presentation of many financial instruments,
depending on their contractual cash flows and business model under which they are held.
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4,

ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 9 Financial Instruments - Classification and measurement of financial assets, Accounting for financial
liabilities and derecognition - effective 1 January 2018 (Continned)

Hedge accounting (Continued)

The impairment requirements will generally result in earlier recognition of credit losses. The new hedging
model may lead to more economic hedging strategies meeting the requirements for hedge accounting.

The Company would adopt the new standard on the effective date and currently has no impact on the financial
position or performance of the Company.

IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope of the disclosure requirenients in
IFRS 12 - effective 1 January 2018

The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10-B16,
apply to an entity’s interest in a subsidiary, a joint venture or an associate {or a portion of its interest in a joint
venture or an associate) that is classified (or included in a disposal group that is classified) as held for sale.

The Company would adopt the new standard on the effective date and currently has no impact on the financial
position or performance of the Company.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration - effective
1 January 2018

The interpretation clarifies that in determining the spot exchange rate to use on initial recognition of the related
asset, expensc or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability
relating to advance consideration, the date of the transaction is the date on which an entity initially recognises
the non-monetary asset or non-monetary liability arising from the advance consideration. If there are multiple
payments or receipts in advance, then the entity must determine a date of the transactions for each payment
or receipt of advance consideration.

Entities may apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the
interpretation prospectively to all assets, expenses and income in its scope that are initially recognised on or
after:

(i) The beginning of the reporting period in which the entity first applies the interpretation; or
(if) The beginning of a prior reporting period presented as comparative information in the financial
statements of the reporting period in which the entity first applies the inlerpretation.

Early application of interpretation is permitted and must be disclosed. First-time adopters of IFRS are also
permitled to apply the interpretation prospectively to all assets, expenses and income initially recognised on
or after the date of transition to IFRS.

The amendments are intended to eliminate diversity in practice, when recognising the related asset, expense
or income (or part of it) on the derecognition of a nonmonetary asset or non-monetary liability relating to

advance consideration received or paid in foreign currency.

The Company is still assessing the impact of this new standard,
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4.

ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 10 and 1AS 28 (Amendments to sale or contribution of assets between an investor and its associate or
joint venture - effective date deferred indefinitely

This amendment to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures (2011) was made to clarify the treatment of the sale or contribution of assets from an investor to its
associate or joint venture, as follows:

a it requires full recognition in the investor's financial statements of gains and losses arising on the
sale or contribution of assets that constitute a business (as defined in [FRS3 Business
Combinations); and

U it requires the partial recognition of gains and losses where the assets do not constitute a business,
i.e. a gain or loss is recognised only to the extent of the unrelated investors” interests in that associate
or joint venture,

These requirements apply regardless of the legal form of the transaction, e.g. whether the sale or contribution
of assets occurs by an investor transferring shares in a subsidiary that holds the assets (resulting in loss of
control of the subsidiary), or by the direct sale of the assets themselves.

The directors will assess the impact of the amendments when they become effective.

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.

Judgements

In the process of applying the Company’s accounting policies, the Company’s Board of directors has made the
following judgements, which have the most significant effect on the amounts recognised in the financial
statements.

Determination of functional currency

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 Board of directors 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 Board of directors 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.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (CONTINUED)

Assessment as investment entity

The Company’s Board of directors has made an assessment of the Company’s eligibility in satisfying the three
elements of the definition per IFRS 10.27 as described under Note 2. Although the Company does not meet all
of the typical characteristics of an investment entity, 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.

Estimates and assumptions

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, are 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 due to market changes or
circumstances arising beyond control of the Company. Such changes are reflected in the assumption when
they occur.

Fair valie of financial instruments

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 assct value
of the Sub Fund and all investments held by the Sub Fund are quoted investments. The directors have
determined that this was the most appropriate technique to value the investments.

6. INVESTMENT MANAGEMENT, MARKETING AND PROFESSIONAL FEES
Investment Manngement fees

On 18 July 1996, the Company entered into an Investment Management Agreement with Birla Sun Life (AMC)
(Mauritius) Limited (the “Investment Manager”), a related party, 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 1 February 2012 pursuant to a Supplemental Management Agreement dated
18 January 2012, the Investment Manager is entitled to a monthly fee payable in arrears, accruing at the annual
rate of 0.75% of the daily net asset value (“NAV”) of the Company. The annual rate shall be subject to such
adjustments as the imvestment committee of the Company shall consider necessary from time to time.

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, June, September or December in any year on or after December 1999.
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.
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6. INVESTMENT MANAGEMENT, MARKETING AND PROFESSIONAL FEES (CONTINUED)
Marketing fees

On 23 May 2012, the Company entered into a Marketing and Services Agreement with
Aditya Birla Sun Life Asset Management Company Ltd, Dubai (the “Agents”). 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.

On 25 March 2014, the Company entered into a Marketing and Services Agreement with
Aditya Birla Sun Life Asset Management Pte Ltd, Singapore (the “Agents”). 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.

On 18 December 2014, the Company entered into a Strategic Services Agreement with Aditya Birla Financial
Services Pte. Ltd (the “Agents”). The Agent is entitled to an aggregate fee of USD600,000 which is payable as
follows:

] USD300,000 payable immediately on signing of Agreement; and
. USD300,000 payable within three months after signing the Agreement.

Professional 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’ INTERESTS AND REMUNERATION

None of the directors have any interest in the shares of the Company, except that Mr Couldip Basanta Lala is
also director of IFS.

Directors’ remuneration is disclosed under note 15.

8. CASH AND CASH EQUIVALENTS

2016 _ 2015
USD usD
Cash at bank 344,140 6,525

9. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

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

During the financial year 2014, the Company acquired one subscriber share for EUR1 in ABSL Umbrella UCITS
Fund Public Limited Company (“ABSL”), a company incorporated in Ireland. The subscriber share is
measured at cost as it is unquoted and entitles its holder to return of only paid up capital on winding up.
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9.

10.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED)

2016 2015 B
UusD usp
At January 127,785,035 130,459,413
Additions 150,000 2,710,000
Disposals (15,495,000) (4,517,000)
Net gain / (loss) ] ?,3_39,6_()1_ ~ (867,378)

At 31 December 117,779,636 127,785,035

The fair value of the unquoted equity shares of the Sub Fund has been determined using the reported net asset
value, Management has determined that this is the most appropriate technique to value the investment in the
Sub Fund. The directors consider this value to be a proxy for the fair value, given that the shares are unlisted.

FAIR VALUE 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

Level2:  Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices)

Level3:  Inputs 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.

At 31 December 2016

_Level 1 _Leve_l 2 Level 3 Tota_l
USD usD UsD usD
Financial assets
Fair value through profit or loss
- Equity securities . 117,779,636 - 117,779,636
117,779,636 - 117,779,636
At 31 December 2015
~ Levell Level 2 Level 3 Total
usD UsD usD UsD
Financial assels
Fair value through profit or loss
- Equity securities _ . 127,785,035 _ = 127,785,035

127,785,035 : 127,785,035

There has been no transfer between the levels during the financial year 2016 and 2015.
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11. OTHER PAYABLES
2016 2015
usD usD
Trailer fees payable 23,729 28,753
Audit fees payable 10,143 18,975
Professional fees payable 1,000 1,000
Marketing fees payable 394,268 216,173
General expenses payable 3,500 8,031
Payable to ABSL for subscriber shares 1 1

432,641 272,933

12, SHARE CAPITAL AND SHARE PREMIUM

The Company’s capital is represented by management shares and redeemable participating shares. All issued
redeemable participating shares are fully paid and are listed and traded on the International Stock Exchange
(previously known as “Channel Islands Securities Exchange”). 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 2010-2016, between 5% to 15% of the Company’s issued shares are redeemed annually
at their net asset value calculated in accordance with redemption provisions. For the purpose of calculating the
net asset value attributable to holders of redeemable participating 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.

As per the terms of the Constitution, the shares of the Company shall consist of 90 Class A shares of USD10.00
each, 80 Class B shares of USD10.00 each, Class C shares of USD0.01 each and redeemable 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, redeemable participating shares or classes of redeemable
participating shares or fractions thereof.

Class A and Class B are management shares and Class C shares are redeemable participating shares classified
as equity. The share capital and share premium of the Company consists of management shares and
redeemable participating shares as detailed below:

Management shares

The shares issued and fully paid are as follows:

Number of Share
shares capital
USsD
As at 31 December 2016 and 31 December 2015
Class A shares 90 900
Class B shares 40 400

130 1,300

The par value of the management shares is USD10 each. At 31 December 2016, the Class A and B shares were
held by Birla Sun Lifec Assct Management Company Limited. The Class A and Class B shares carry voting
rights. No dividend is payable to the Class A and B shareholders.
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12.  SHARE CAPITAL AND SHARE PREMIUM (CONTINUED)

13.

Redeemable participating shares

The shares issued and fully paid are as follows:

Class C shares Number Share Share Retained Total
of shares capital premium earnings
UsD UsD

At1 January 2015 509,530 5,095 6,299,353 124,110,366 130,924,344
Loss and total comprehensive

income for the year - - - (3,086,014) (3,086,014)
Issue of shares 18,890 189 5,101,488 - 5,101,677
Redemption of shares (18,920) (189) (5,022,264) = (5,022,453)
At 1 January 2016 509,500 5,095 6,378,577 121,024,352 127,408,024
Profit and total comprehensive

income for the year - - - 3,375,208 3,375,208
Issue of shares 4,311 43 1,094,244 - 1,094,287
Redemption of shares (59,360) (593) (7,472,821) (6,784462) (14,257,876)
At 31 December 2016 454,451 4,545 - 117,615,098 117,619,643

The Class C shares are redeemable participating 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 any balance pertaining as practicable as
nearly.

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 shareholder. 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:

(i) 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

(ify Second, to the holders of the Class C shares and redeemable participating shares any balance remaining
pertaining to their respective classes, as nearly as practicable in proportion to the number of Class C shares
and redeemable participating shares

INCOME TAX
Mauritius

The Company is liable to income tax its chargeable income at the rate of 15%. Itis, however, entitled to a tax
credit equivalent to the higher of actual foreign tax paid or 80% of the Mauritian tax payable in respect of its
foreign source income, thus reducing its maximum effective tax rate to 3%.

Capital gains are outside the scope of the Mauritian tax net while trading profits made by the Company from
the sale of securities are exempt from tax.

The Company had no chargeable income as at 31 December 2016 (31 December 2015: nil).
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13.

14.

INCOME TAX (CONTINUED)

Reconciliation of tax charge and accounting profit

2016 2015
uUsD UsD
Profit / (l.oss) before taxation 3,375,208 (3,086,014)
Tax at 15% 506,281 (462,902)
Tax effect of:
(Income) / expense not subject to tax (800,940) 130,107
Non allowable expenses 294,659 332,795

Income tax charge ) =

India

The Company invests in India and expects to obtain benefits under the Double Taxation Avoidance Treaty
between Mauritius and India (the “DTAT”). Mauritius has recently signed a Protocol with India amending the
DTAT. The Protocol provides for capital gains arising on disposal of shares acquired by a Mauritius company
on or after 1 April 2017 to be taxed in India. FHowever, investments in shares acquired up to 31 March 2017 will
remain exempted from capital gains tax in India irrespective of the date of disposal. In addition, shares
acquired as from 1 April 2017 and disposed of by 31 March 2019 will be taxed at a concessionary rate equivalent
to 50% of the domestic tax rate prevailing in India provided the Mauritius company meets the prescribed
limitation of benefits clause, which includes a minimum expenditure level in Mauritius.

Disposal of investments made by a Mauritius company in Indian financial instruments other than shares (such
as limited partnerships, options, futures, warrants, debentures, and other debt instruments) are not impacted
by the change and will continue to be exempted from capital gains tax in India.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial risk factors

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 equity price risk, cash
flow interest rate and currency risk), credit risk, concentration risk and liquidity risk. The Company’s overall
risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Company’s financial performance.

Risk management structure
The Company’s Investment Manager is responsible for identifying and controlling risks. The Board of

directors supervises the Investment Manager and is ultimately responsible for the overall risk management
approach within the Company.
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14. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
Risk mitigation

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.

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 risk

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% higher/lower, the effect on profit or loss and equity for the year
would have been as follows:

Increase/decrease in equity prices Effect on profit
_ 2016 2015
UsSD ush
+1.00% 1,177,796 1,277,850
-1.00% (1,177,796) (1,277,850)

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 inlerest 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 exposurc 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 investiments 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,
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14, FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Increase/decrease in foreign exchange

rate Effect on profit or loss
2016 2015
usSD UsD
INR +1% (1,166,135) (1,265,198)
INR -1% 1,189,693 1,290,758

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

Financial Financial Financial Financial
assets liabilities assets liabilities
2016 2016 - 2015 o 2015
UsD usD UusD UusD
Indian Rupee 117,779,635 - 127,785,034 =
United States dollar 344,140 507,644 6,525 386,175
EURO 1 1 S 1 _ I
118,123,776 507,645 127,791,560 386,175

Prepayments amounting to USD 4,812 (2015: USD 3,939) have not been included in financial assets.

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 counterparties, with a maximum exposure equal to the carrying amounts of these
financial assets.

The Company manages credit risk related to 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 as follows:

Carrying amount Carrying amount
31 December 31 December
2016 2015
usD USD
Cash and cash equivalents 344,140 6,525

The financial assets are neither past due nor impaired at reporting date and no collateral is held for these
financial assels.

The Company is not exposed to credit risk with respect to its investment in financial assets at fair value,
Coucentration risk

The Company holds investments in India which involves certain considerations and risks not typically
associated with investments in other more developed countries. Future economic and political developments
in India could adversely affect the operations of the investee companies.
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14. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liguidity risk

Liquidity risk is defined as the risk that the Company will encounter difficulty in meeting obligations
associated with financial labilities 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 assets and liabilities based on
contractual undiscounted payments.

Cash and cash equivalents
Financial assets at fair value through profit

or loss

Total financial assets

Management fees payable
Redemption payable
Other payables

Total financial liabilities

On
demand

UsD

74,564
440
408,912

483,916

Fair values of financial instruments

2016 2015
On On
demand Total __d_emag_d _E_Ofal
UusD USsD uUsD
344,140 344,140 6,525 6,525
117,779,636 117,779,636 127,785,085 127,785,035
118,123,776 118,123,776 127,791,560 127,791,560
2016 - - 2015 -
3tob On 3tob
months ‘Total demand ~  months Total
USD uUsD usD UsD
- 74,564 79,077 - 79,077
- 440 34,165 34,165
23,729 432,641 247,680 25253 272,933
23,729 507,645

360,922

25,253 386,175

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 nature.

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:
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Volume of
Name of Nature of transactions Balances
company Relationship transactions 2016 2015 2016 2015
USD USD UsD usD
Birla Sun Investment Investment 890,742 1,003,447 74,564 79,077
Life AMC manager management
(Mauritius) fees
Limited
India Subsidiary Additions & (15,345,000) (1,807,000) 117,779,635 127,785,034
Advantage Disposal
(Offshore) {Note 9)
Fund
ABSL Investee Subscriber 1 1
Umbrella Company shares
UCITS Fund
Public Advances - 321,284 -
Limited refunded
Company
International Administrator Professional 84,287 83,131 1,000 1,000
Financial and Secretary fees
Services
Limited
Mr Subhas
Chandra Director Director fees 10,000 10,000 = 5,000
Lallah
Mr Mark
Christopher Director Director fees 10,000 2
Rogers
Mr Adesh
Kumar Directot Director fees 15,000 .
Gupta

Investinent management fees

The Company has entered into an Investment Management Agreement with Birla Sun Life AMC (Mauritius)
Limited (the “Investment Manager”). During the year 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. It 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.
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17.

RELATED PARTY DISCLOSURES (CONTINUED)
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

The independent directors, Messrs Subhas Lallah, Mark Christopher Rogers and Adesh Kumar Gupta, are each
entitled to receive directors’ fees of USD 10,000 per annum.

During the year 2016, director’s fees amounting to USD 35,000 (2015: USD 10,000) were paid to the independent
directors. Mr Adesh Kumar Gupta received directors’ fees of USD10,000 for the year 2016 and USD35,000 for
the year 2015.

The directors are independent of the Administrator and the Investment Manager and do not have any
shareholding in the Company.

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 reduce 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 externally 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 considered as
highly liquid investment and can be realised upon short terin notice.

The Company meets its objectives by:

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

(1) 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

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

EVENTS AFTER THE REPORTING DATE

There have been no material events since the end of the reporting period which would require disclosures or
adjustiments to the financial statements for the year ended 31 December 2016.
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Directors Date of appointment Date of resignation
Couldip Basanta Lala 23 May 1996 -

Subhas Chandra Lallah * 26 November 1999 -
Mithilesh Lallah (permanent alternate

director to Mr Subhas Chandra Lallah) 16 August 2011 -
Dwarka Dass Rathi 8 August 2012 -
Adesh Kumar Gupta * 8 August 2012 -
Mark Christopher Rogers * 2 April 2014 -

(*) Independent of Investment Manager

Investment Manager

Registered Office

Administrator, Secretary and
Registrar

Banker

Auditors

Legal Adviser

Birla Sun Life AMC (Mauritius) Limited
IFS Court, Bank Street

TwentyEight, Cybercity

Ebene 72201

Mauritius

IFS Court, Bank Street
TwentyEight, Cybercity
Ebeéne 72201

Mauritius

International Financial Services Limited
IFS Court, Bank Street

TwentyEight, Cybercity

Ebeéne 72201

Mauritius

Barclays Bank Mauritius Limited
3 Floor, Barclays House
68-68A, Cybercity

Ebene

Mauritius

Ernst & Young

9th Floor, NeXTeracom Tower 1
Cybercity

Ebeéne

Mauritius

ARA LAW Advocates & Solicitors

3/F, Mahatma Gandhi Memorial Building
7, Netaji Subhash Road

Charni Road (West)

Mumbai - 400 002

India





