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TRUSTEE REPORT

TO THE TRUSTEES OF PRINCIPAL MUTUAL FUND PRINCIPAL MIDCAP FUND

Report on the abridged financial statements

The accompanying abridged financial statements, which comprise of the abridged balance sheet as at 31 
March 2020 and the abridged revenue account for the period ended 31 March 2020 and related notes of 
Principal Midcap Fund (the ‘Scheme’) are derived from the audited financial statements of the Scheme for 
the period ended 31 March, 2020. We expressed an unmodified audit opinion on those financial 
statements in our report dated 12 August 2020.

These abridged financial statements have been prepared by Principal Asset Management Company Private 
Limited, the Scheme’s Asset Manager (the ‘AMC’) pursuant to Regulation 56 (1) of Securities and Exchange 
Board of India (Mutual Funds) Regulations, 1996 and amendments thereto (the ‘SEBI Regulations’) and as 
per the format prescribed by SEBI vide circular number SEBI/IMD/CIR No.8/132968/2008 dated 24 July 
2008 (the ‘Circular’) and are derived from the audited financial statements for the period ended 31 March 
2020, which have been prepared in accordance with the accounting policies and standards specified in the 
Ninth Schedule to the SEBI Regulations and Generally Accepted Accounting Principles in India to the extent 
applicable and covered by our report of even date to the Trustees of Principal Mutual Fund.

The abridged financial statements do not contain all the disclosures required by the accounting principles 
generally accepted in India, including the accounting policies and standards specified in the Ninth 
Schedule to the SEBI Regulations. Reading the abridged financial statements, therefore, is not a 
substitute for reading the audited financial statements of the Scheme.

Responsibilities of Management and Those Charged with Governance for the Abridged Financial 
Statements

The Scheme’s management, the Board of Directors of Principal Trustee Company Private Limited (the 
‘Trustees’) and the Board of Directors of Principal Asset Management Private Limited (the ‘AMC’) 
(collectively referred to as ‘Management’) are responsible for the preparation of the abridged financial 
statements from the audited financial statements of the Scheme pursuant to Regulation 56 (1) of the SEBI 
Regulations, and in accordance with the format prescribed by SEBI vide circular number SEBI/IMD/CIR 
No.8/132968/2008 dated 24 July 2008.

In preparing the  Scheme’s financial statements, management is responsible for assessing the Scheme’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 management either intends to liquidate the Scheme 
or to cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Abridged Financial Statements

Our responsibility is to express an opinion on the abridged financial statements based on our procedures, 
which were conducted in accordance with Standard on Auditing (SA) 810, “Engagements to Report on 
Summary Financial Statements” issued by the Institute of Chartered Accountants of India.

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

Opinion

In our opinion, the abridged financial statements, derived from the audited financial statements of the 
Scheme as at 31 March 2020 and for the period ended 31 March 2020 are a fair summary of those 
financial statements, in accordance with the accounting policies and standards specified in the Ninth 
Schedule to the SEBI Regulations and Generally Accepted Accounting Principles in India to the extent 
applicable and are in accordance with the format prescribed by SEBI circular number SEBI/IMD/CIR 
No.8/132968/2008 dated 24 July 2008.

  For B S R & Co. LLP

 Chartered Accountants

 ICAI Firm’s Registration No: 101248W/W-100022

Sd/-

 Milind Ranade

Mumbai  Partner

12 August 2020  Membership No: 100564
UDIN:20100564AAAAJR8687

To the Unitholders,

Directors of Principal Trustee Company Private Limited have the pleasure in presenting the Twenty 
Sixth Annual Report along with the audited financial statements of the Schemes of Principal Mutual 
Fund for the Financial Year 2019-2020.

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

(a)  Equity Schemes – Overview during Financial Year 2019-2020

 Financial Year 2019-2020 was not a good year for the Indian economy, which was slowing down 
even before the impact of the Coronavirus hit India in the months of February and March, 2020.  
The YoY growth rate of GDP for the four quarters of the fiscal year were 5%, 5.3%, 4.1% and 3.1% 
respectively. Overall GDP growth for the year was 4.2%. Growth for the year was supported 
primarily by strong government consumption (up 11.8% YoY), while growth in private consumption 
for FY 20 was only 5.3% YoY (vs growth of 7.2% for FY 19).

 Consumer demand remained tepid through the year, with auto sales being particularly impacted. 
Growth in sales of consumer durables moderated as well. One of the reasons behind this was the 
weak performance of NBFCs. Most NBFCs continued to face difficulty in raising capital through the 
year and were cautious in growing their assets. Growth in bank credit was weak as well for FY 20. 
The non-food bank credit grew 6.7% during the year. Of this, growth in bank credit to industry was 
only 0.7%. during the year. A slowing economy, delays in the insolvency resolution process, and 
the need for provisioning impacted the performance of banks. 

 The government took substantial steps to support domestic manufacturing during the year, 
including a substantial cut in tax rates for corporates (with further lower tax rates for new 
companies who set up manufacturing facilities) and use of tariffs to prevent dumping. We expect 
effects of this to play out over the medium term.

 The impact of Coronavirus has been unprecedented on the world economy, in terms of its dramatic 
impact on both supply and demand for goods and services. Services industry which rely on human 
contact have been badlky effected. The spread of the virus has led to new patterns of working and 
learning, and will likely impact financial behaviour of households as the propensity to save could 
rise. The capital markets globally had a torrid time, and market moves were very sharp, taking just 
one month for the fall in asset prices that in previous cycles took a year or more. To counter its 
impact, central banks and governments worldwide have taken prompt and aggressive steps. While 
central banks have increased the size of their balance sheets by buying assets and have cut 
interest rates, the governments have given targeted support to small and medium businesses, to 
poorer households and in some cases, support to employers to encourage them to keep 
employees on their rolls. This has resulted in substantially easier financial conditions and a rally in 
risk assets. In India, the RBI cut repos rates by 75 bps in March ’20, reduced CRR by 100 bps and 
launched Targeted Long Term Repo Operations (TLTROs) to enable purchases of CPs, CDs and 
NCDs by banks to provide liquidity to these instruments. 

 Globally, besides the concerns about Coronavirus, the year was dominated by the strains in the 
US-China relationship. The dispute between the two countries alternated between them 
threatening to raise additional tariffs on imports from the other country, and also being open to 
discussion to resolve their issues. The US also labeled China a currency manipulator during the 
year. Post Coronavirus, the prospect of constructive discussions between the two largest 

Period Date  Appreciation (%)

  Scheme Returns Nifty Midcap 
  (%)^ 100 TRI 

Regular Plan

Since Inception 30-Dec-2019 -23.60 -31.16

Direct Plan

Since Inception 30-Dec-2019 -23.30 -31.16
Note: Past performance may or may not be sustained in the future

Above one year performance of Principal Midcap Fund is not given as the scheme has not been in existence for 1 years.

^Growth Option

economies in the world appear more remote. Hence it looks likely that geopolitics will continue to 
have an impact on market volatility in the near to medium term.  

31-Mar-20

  Index 1 Month (%) 3 Months (%) 6 Months (%) 1 Year (%)

Broad Markets          

Nifty 50 8598 -23.25 -29.34 -25.09 -26.03

S&P BSE Sensex 29468 -23.05 -28.57 -23.79 -23.80

S&P BSE 100 8669 -23.23 -29.15 -25.14 -26.59

S&P BSE 200 3610 -23.50 -28.92 -24.71 -26.44

S&P BSE 500 11098 -24.13 -29.16 -25.06 -27.48

S&P BSE MID CAP 10570 -27.60 -29.38 -25.06 -31.72

S&P BSE SMALL CAP 9609 -29.91 -29.86 -27.04 -36.06

Sectoral Performance          

S&P BSE AUTO 10746 -30.98 -41.87 -35.89 -42.92

S&P BSE Bankex 22050 -34.01 -39.87 -32.96 -35.42

S&P BSE CD 19363 -25.96 -22.58 -25.16 -18.84

S&P BSE CG 10979 -28.69 -35.20 -41.27 -40.56

S&P BSE FMCG 10255 -6.47 -10.09 -12.85 -12.66

S&P BSE HC 12149 -9.88 -9.54 -2.76 -15.68

S&P BSE METAL 5713 -30.67 -45.21 -37.12 -49.69

S&P BSE Oil & Gas 10021 -20.60 -32.04 -31.56 -34.37

S&P BSE PSU 4460 -24.16 -35.88 -33.02 -41.63

S&P BSE Teck 6403 -14.99 -17.03 -16.34 -15.99

Source: MFI Explorer

Performance of Scheme / Plan as on March 31, 2020:

Principal Midcap Fund - (An open ended equity scheme predominantly investing in mid cap stocks)
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12 lac crore for the central government) and expected increase in state borrowings as well. 

 Operations:

 Principal Mutual Fund (PMF) as at March 31, 2020 offered Twenty Three Schemes. These include 
Nine  Equity Schemes (including two Equity Linked Savings Schemes), Four Balanced Schemes, 
One Fund of Funds Scheme (Overseas), Three Retirement Savings Fund (one fund with three 
Plans with different asset allocation), and Six Debt Schemes/Plans including one Liquid Scheme. 
The total assets under management across all these Schemes as on March 31, 2020 was Rs. 
5,142.28 Crore. 

 The AMC operates out of 11 branches, including Mumbai. Increased use of technology coupled 
with optimum allocation and utilization of resources has helped us to enhance operational 
efficiency at PMF. During the year, SEBI has introduced significant changes to the MF regulations 
which has impacted the industry as a whole. PMF has continued to modify its processes, wherever 
required, to remain compliant with the said regulations at all times. 

 In line with the SEBI circular SEBI/HO/IMD/DF3/CIR/P/2017/114 dated October 06, 2017 read with 
circular no. SEBI/HO/IMD/DF3/CIR/P/2017/126 dated December 04, 2017 on “Categorization 
and Rationalization of Mutual Fund Schemes.” Principal Mutual Fund has categorized and 
rationalized the existing schemes by inter alia approving the requisite changes fundamental 
changes to the Schemes. These proposed changes were carried out by implementing changes in 
the fundamental attributes in the year 2018-2019 and the same was disclosed in the Trustee 
Report FY 2018-2019.

 During the year 2019 – 2020 the following fundmanetal attributes were carried out in the schemes 
of Principal Mutual Fund.

 i. In order to ensure fair treatment to all investors in case of a credit event and to deal with 
liquidity risk, SEBI vide its Circular no. SEBI/HO/IMD/DF2/CIR/P/2018/160 dated December 
28, 2018 had permitted Asset Management Companies to create segregated portfolio of debt 
and money market instruments by mutual funds schemes and accordingly, it was proposed to 
incorporate provisions of segregated portfolio in Scheme Information Document (SID) of the 
following schemes of Principal Mutual Fund with effect from December 04, 2019:

  • Principal Cash Management Fund

  • Principal Low Duration Fund

  • Principal Short Term Debt Fund

  • Principal Dynamic Bond Fund

  • Principal Credit Risk Fund 

  • Principal Ultra Short Term Fund

  • Principal Hybrid Equity Fund

  • Principal Balanced Advantage Fund 

  • Principal Equity Savings Fund

  • Principal Arbitrage Fund

  • Principal Midcap Fund with effect from December 06, 2019

 ii. There was a change in the Asset Allocation and Benchmark of the scheme, Principal Equity 
Savings Fund.

Brief background of Sponsors, Trust, Trustee Co. and AMC Co. 

A.  Sponsor and Constitution of the Mutual Fund

 Principal Mutual Fund is sponsored by Principal Financial Services Inc., USA [acting through its 
wholly owned subsidiaries Principal Financial Group (Mauritius) Ltd. and Principal International 
India Ltd]. Principal Financial Group (Mauritius) Ltd. is the Settlor of the Mutual Fund Trust with 
Principal International India Ltd as co-settlor. The settlors have entrusted a sum of Rs. 25 lakhs to 
the Trustee as the initial contribution towards the corpus of the Mutual Fund. Principal Financial 
Services Inc. is a member of the Principal Financial Group - a leading provider of financial products 
and services globally to businesses and individuals including retirement and investment services, 
Mutual Funds, life and health insurance, annuities and mortgage banking. Established in 1879, the 
Principal Financial Group has more than $631.1 billion in assets under management and serves 24 
million customers with offices in 25 countries throughout Asia, Australia, Europe, Latin America 
and North America (as on March 31, 2020). The business of Principal Financial Group (Mauritius) 
Limited, is to carry out business activities which are not prohibited under the Laws of Mauritius and 
the laws of the countries where the Company is transacting business and to do all such things as 
are incidental or conducive to the attainment of the above objects.

 On August 24, 2018, Principal International India Limited (a wholly owned subsidiary of Principal 
Financial Services Inc.), acquired Punjab National Bank’s stake in Principal Asset Management 
Private Limited (formerly known as Principal Pnb Asset Management Company Private Limited) 
and Principal Trustee Company Private Limited. Accordingly, Principal Financial Services Inc. 
holds 100% paid up capital of AMC and Trustee Company (through its wholly owned subsidiary 
Principal Financial Group (Mauritius) Ltd. and Principal International India Limited). 

The present share holding pattern of the AMC is as follows:

Name of the Shareholder % of equity capital

Principal Financial Group (Mauritius) Limited* 78.62

Principal International India Ltd 21.38

* includes shares held by its nominee

B.  Principal Trustee Company Private Limited (“the Trustee”): The Trustee is the exclusive owner 
of the Trust Fund and holds the same in trust for the benefit of the Unitholders. 

 Principal Trustee Company Private Limited (formerly IDBI-PRINCIPAL Trustee Company Limited), 
a company incorporated under the Companies Act, 1956 is the Trustee to the Fund with effect from 
October 18, 2002. Prior to October 18, 2002, Board of Trustees discharged the Trusteeship 
function of the Fund. The Trustee has the exclusive ownership of the Trust Fund and is vested with 
the general powers of superintendence, direction and management of the affairs of the Trust.

 On June 23, 2003, Principal Financial Services Inc. USA acquired 100% stake in IDBI-PRINCIPAL 
Trustee Company Limited, through its wholly owned subsidiary Principal Financial Group 
(Mauritius) Limited. Name of the Trustee Company was changed to Principal Trustee Company 
Private Limited, to reflect the change in ownership. 

 On May 5, 2004, Punjab National Bank and Vijaya Bank became equity shareholders of the 

 The fund was launched in FY 20, and its date of inception was December 30, 2019. It has 
outperformed its benchmark for the period since inception to end of FY 20. This was led by good 
stock selection in the Financials, Consumer Durables and Consumer Staples sectors. Further, 
overweight positions in Pharmaceuticals sector also contributed to the performance of the fund.

 The net assets of the Scheme amounted to Rs.  194.74 Crs as at March 31, 2020.                        

(b)  Debt Schemes – Overview during Financial Year 2019-2020

 During the Financial Year 2019-20, there was a substantial rally in bond prices across the globe 
including in India. Concerns over growth came to the fore while inflation remained moderate, 
liquidity moved to surplus from deficit mode and credit concerns resulting in downgrades were the 
main themes for the year in India. 

 The rally in bond prices was started by Fed’s turn towards rate cuts in 2019 and later got 
accelerated towards the end of the year mainly due to unprecedented uncertainty globally on 
account of COVID 19. While the Fed cumulatively reduced rates by 225bps during the year, the RBI 
reduced it cumulatively by 185 bps (the RBI has reduced them further subsequently). The year also 
saw a complete U-turn in terms the average liquidity in the system which moved from negative Rs. 
54000 crores to a large surplus liquidity of Rs. 296000 crores.

 The RBI started the year with the repo rate at 6.25% in April 2019, which ended at 4.4% in March 
2020. Through the financial year, the CPI inflation remain volatile but within an acceptable range. 
The CPI started the year at 2.8% for March 2019 and ended it at 5.91% in March 2020. It actually 
went up for couple of months in between but that did not change the policy stance by the RBI as it 
was expected to come down and the central bank’s primary focus was to support the slowing 
growth. The GDP data deteriorated materially during this time from 5.6% in Dec 2018 to 4.5% in 
Dec 2019 and is likely to have dipped significantly in Q4FY20 (actual numbers are yet to be 
released) given that the last few days were under nationwide lockdown. 

 The yield on the Indian Government 10 year benchmark went down sharply from 7.35% in April ‘19 
to 6.14% in March ‘20. This was in the background of crude prices (Brent) moving down from USD 
68.83 per barrel to USD 22.74 per barrel during this period, the INR depreciating to Rs. 75.54 from 
Rs. 69.14 vs the USD, and yield on ten year US Treasuries moving down from 2.40% to 0.66% in 
the same period.  

 FPIs flows in debt were largely negative (approx. Rs. 1 lac crores of selling in calendar year 2019) 
which is partially reflected in the depreciation of Rupee vs the Dollar. The emphasis on monetary 
policy transmission by RBI to the real economy through continuous maintenance of surplus 
liquidity capped any rise in yields due to selling by FPIs. RBI conducted OMOs, LTROs, TLROs, 
Operation twist etc to ensure that not only the system liquidity remained in substantial surplus 
mode but also the yield curve remained sanguine and responded to the fall in repo rates. The 
Government had also sharply cut the rates on small savings schemes by 70 bps to 140 bps post 
rate cut by RBI in March which further helped in monetary transmission and reduction in interest 
rates on bank deposits and lending.  The unprecedented impact of Covid-19 towards the end of the 
year resulted in further uncertainty on growth prompting RBI to conduct CRR cuts (cut by 100bps 
from 4% to 3%) as well as a cut in the reverse repo rate. The slowing growth environment coupled 
with rating downgrades resulted in spread widening on lower rated bonds and hence AA and below 
rated assets did not move in the similar direction. Lockdowns imposed to slow the spread of the 
virus further increased pressure on this part of the debt market. 

 On the fiscal side, the Union Budget which was released on 1st Feb 2020 stated the Revised 
Estimates for FY 20 Fiscal deficit at 3.8% as compared to original Budgeted Estimate of 3.3% and 
for FY 21 it was pegged at 3.5%. However actual fiscal deficit is likely to be higher given the 
slowdown in growth in Q4, FY 20 which has impacted collections from both direct and indirect 
revenues. 

Outlook and Operations of the Scheme:

a.  Equity Market:

 The economy has gradually been opening after the lockdowns. However, the pace of opening up is 
uneven, with localised lockdowns having been implemented in a few geographical areas by the 
local authorities depending upon the situation on the ground. Based on anecdotal evidence, most 
manufacturing companies seem to be operating at 65-75% capacity utilization currently. However, 
there are substantial variations around this number. Demand across a few sectors like power, 
groceries, telecommunications and pharmaceuticals has recovered substantially and is almost 
back to pre-Covid levels. Other sectors, esp. those in service industries like entertainment, 
retailing, travel and tourism (and ancillary businesses like luggage) will take longer to return to 
normal. Sectors which should show pick up over the next 6-12 months are financials, cement, IT 
and autos (esp. two-wheelers and low end cars).   

 The rural areas have performed relatively better during the second half of FY 19 and in the current 
period as the monsoon rains were fairly good and widespread. Presence of moisture in the soil has 
led to a good rabi crop. Further, prices of a number of food items (pulses, milk, sugar etc.)   have 
also been firming up in the past year. This has lead to increased disposable income in those areas, 
which has reflected in better demand for fertilisers, pesticides and tractors. 

 The earnings for the companies for FY 21 will be difficult to forecast given the uncertainty, but the 
expectation is of a strong recovery in FY 22. The markets have run up in the past two months based 
on the strong liquidity and easier financial conditions. Going forward, we expect volatility to remain 
high with sharp moves depending upon newsflow from companies. The markets will watch for the 
ability of companies to resume debt servicing on the expiry of moratorium period. 

 Overall, we think that there will be a trend of consolidation of market share with the strong players 
across sectors, as the relatively weaker participants with weaker balance sheets will find it hard to 
get funding at attractive terms. 

b.  Debt Market:

 Going forward, the ongoing pandemic and the uncertainty on account of the spread and duration of 
the virus is likely to dictate the extent of further deterioration in lower rated credits. The fall in 
expected taxation revenue coupled with the need to increase expenditure to support the economy 
will eventually result in substantial increase in fiscal deficit for the centre for FY 2020-21 to 
anywhere between 5% to 6%. GDP is likely to contract in Q1, FY21 and remain low for next two 
quarters and any potential recovery is likely to be back ended in this year.  We expect RBI will 
continue to remain focused on growth for much of the year and shall ensure transmission of 
lowering of rates through various measures such as OMOs/LTROs etc. Hence we do not expect 
yields to rise materially despite the extra borrowing announced for FY 21 (revised borrowing is Rs 
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7. Investor Grievances

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

8. General Policies & Procedures for exercising the voting rights & Exercise of Proxy Votes

 As per the requirements of the SEBI Circular No. SEBI/IMD/CIR No.18/198647/2010 dated March 
15, 2010 and SEBI Circular No. CIR/IMD/DF/05/2014 dated March 24, 2014 the General policies 
and procedures for exercising voting rights (along with the relevant disclosures) in respect of the 
shares held by the Schemes of Principal Mutual Fund and has been hosted on our website 
www.principalindia.com 

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

Trustee Company and post this, Principal Financial Group (Mauritius) Limited, Punjab National 
Bank and Vijaya Bank held 65%, 30% and 5% respectively of the paid up equity capital of the 
Trustee Company.

 On June 27, 2014, Principal Financial Group (Mauritius) limited acquired Vijaya Bank’s 5% stake in 
Principal Trustee Company Private Limited. Accordingly, Principal Financial Group (Mauritius) 
Limited and Punjab National Bank hold 70% and 30% respectively of the paid up equity capital of 
the Trustee Company.

 Subsequently, on August 24, 2018 Principal Financial Services Inc., (the existing sponsor) has 
through its wholly owned subsidiary Principal International India Ltd (PIIL) acquired PNB’s entire 
stake constituting 30% of the paid-up equity share capital of the Principal Trustee Company Pvt. 
Ltd. Accordingly, Principal Financial Group (Mauritius) Limited and Principal International India Ltd 
hold 70% and 30% respectively of the paid up equity capital of the Trustee Company.

C.  Asset Management Company (AMC): Principal Asset Management Private Limited (formerly 
known as Principal Pnb Asset Management Company Private Limited) (AMC) is a private limited 
company incorporated under the Companies Act, 1956 on November 20, 1991 having its 
Registered Office at Exchange Plaza, ‘B’ Wing, Ground Floor, NSE Building, Bandra Kurla 
Complex, Bandra (East), Mumbai - 400 051, India. Principal Asset Management Private Limited 
(formerly known as Principal Pnb Asset Management Company Private Limited) has been 
appointed as the Asset Management Company of the Principal Mutual Fund by the Trustee vide 
Investment Management Agreement (IMA) dated November 25, 1994 executed between Trustee 
and AMC. The AMC has also been registered as a Portfolio Manager under the provisions of SEBI 
(Portfolio Manager) Regulations, 1993 vide SEBI Registration no. INP000000951. Further, the 
AMC has obtained No Objection from SEBI for undertaking activities which are in the nature of 
advisory services to offshore funds, venture capital funds, financial consultancy and exchange of 
research pertaining to securities.

2. Liabilities and Responsibilities of Trustee and Settlor

 The key responsibility of the Trustee is to safeguard the interest of the Unit holders and inter-alia 
ensure that Principal Asset Management Private Limited (formerly known as Principal Pnb Asset 
Management Company Private Limited)  functions in the interest of investors and as laid down 
under the Securities and Exchange Board of India (Mutual Funds) Regulations, 1996, the 
provisions of the Investment Management Agreement, Statement of Additional Information and 
Scheme Information Document of the respective Schemes. From the information provided to the 
Trustees and the reviews the Trustee has undertaken, the Trustee believes Principal AMC has 
operated in the interests of the Unit holders. 

 The Sponsor and any of its associates including co-settlors is not responsible or liable for any loss 
resulting from the operations of the Mutual Fund beyond the initial contribution of an amount of 
Rs.25 lakhs towards setting up of Principal Mutual Fund. 

3. Investment Objectives and Policy of Investment of the Current Scheme(s)

 Principal Midcap Fund - An open ended equity scheme predominantly investing in mid cap stocks.

 The investment objective is to generate long term capital appreciation by predominantly investing 
in equity and equity related instruments of midcap companies. However, there is no assurance or 
guarantee that the investment objective of the Scheme will be achieved.

 The investment strategy aims to generate capital appreciation by investing predominantly in 
midcap companies. The Fund manager will follow a bottom up approach to stock selection and will 
aim to build a diversified portfolio with exposure across sectors. The universe of stocks will be 
selected to include companies having a robust business model and enjoying sustainable 
competitive advantages as compared to their competitors. Midcap companies, as they are in a 
stage of growth, may not be valued at their fair price. However, the Fund intends to identify such 
strong growth companies & take advantage of their future appreciation.

4. Significant Accounting Policies

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

5. Dividends

 Dividends were declared under various schemes as per the provisions contained in the respective 
Scheme Information Documents, after considering the distributable surplus available under the 
respective Schemes. Details of dividends declared can be viewed on website viz. 
https://www.principalindia.com/

6. Unclaimed Dividends & Redemptions for the financial year 2019-2020 - NIL.

 For complete voting details for the period of 2019-2020, unit holders can log on to the website 
(www.principalindia.com) of the Fund. Further the said Details are also available in the Annual 
Report for the period 2019-20. A copy thereof is available on the said website of the fund and shall 
be sent / emailed to the unit holders free of cost on demand.

9. Statutory Information

i. The Sponsors/Co- Settlors are not responsible or liable for any loss resulting from the operations of 
the Schemes of Principal Mutual Fund beyond their initial contribution of an amount of Rs.25 lakhs 
towards setting up Principal Mutual Fund, and such other accretions/ additions to the same;

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

iii. Full Annual Report shall be disclosed on the website www.principalindia.com and shall also be 
available for inspection at the Head Office of Principal Mutual Fund. Present and prospective 
unitholder can obtain copy of the trust deed, the full Annual Report of the Fund / AMC at a price.
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Place: Mumbai

Summary of Votes cast during the F.Y. 2019-2020

Quarter Total No. of 
Resolutions

Break - up of vote decisions 

 

For Against Abstained 
F.Y. 

 

 

 

2019-2020 April-June 205 183 22 0

2019-2020 July-September 1739 1523 203 13

2019- 2020 October - December  52 43 9 0

2019- 2020 January- March 67 61 6 0
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 Redressal of Complaints received against Principal Mutual Fund during 2019-2020 Annexure I 

Name of Mutual Fund : Principal Mutual Fund

Total Number of Folios : 5,47,206

Type of Complaint#Complaint 
Code

9-12 
months

6-9 
months

3-6 
months

0-3 
months

Pending
Non

Actionable*Beyond 
180 days

60-180 
days

Within
30 days

30-60 
days

Resolved(b) No. of 
Complaints 

received during 
the year Total

Action on (a) and (b)(a) No. of 
complaints 
pending at  

the beginning 
of the year

Total

 I A Non receipt of Dividend on Units 0 5 5 0 0 0 0 0 0 0 0

 I B Interest on delayed payment of Dividend 0 0 0 0 0 0 0 0 0 0 0

 I C Non receipt of Redemption Proceeds 0 15 15 0 0 0 0 0 0 0 0

 I D Interest on delayed payment of Redemption 0 0 0 0 0 0 0 0 0 0 0

 II A Non receipt of Statement of Account/Unit Certificate 0 0 0 0 0 0 0 0 0 0 0

 II B Discrepancy in Statement of Account 0 37 3 0 0 0 0 0 0 0 0

 II C Data corrections in Investor details 0 138 138 0 0 0 0 0 0 0 0

 II D Non receipt of Annual Report/Abridged Summary 0 0 0 0 0 0 0 0 0 0 0

 III A Wrong switch between Schemes 0 4 4 0 0 0 0 0 0 0 0

 III B Unauthorized switch between Schemes 0 0 0 0 0 0 0 0 0 0 0

 III C Deviation from Scheme attributes 0 0 0 0 0 0 0 0 0 0 0

 III D Wrong or excess charges/load 0 0 0 0 0 0 0 0 0 0 0

 III E Non updation of changes viz. address, PAN, 
  bank details, nomination, etc 0 145 145 0 0 0 0 0 0 0 0

 IV Others ** 0 71 71 0 0 0 0 0 0 0 0

# including against its authorized persons/ distributors/ employees. etc.         

*Non actionable means the complaint that are incomplete / outside the scope of the mutual fund         

** If others include a type of complaint which is more than 10% of overall complaint, provide that reason separately         

Example :  Complaint number from I A to III E is 1000 and Others alone is 500 and transmission linked complaints (within others) are 200 then provide Transmission as separate 
reason (V) along with all other parameters
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ABRIDGED BALANCE SHEET AS AT MARCH 31, 2020

(` in Lakhs)

Notes to Accounts -  Annexure I

As at 
March 31, 2020

ABRIDGED REVENUE ACCOUNT FOR THE YEAR  ENDED MARCH 31, 2020

(` in Lakhs)

Notes to Accounts -  Annexure I

Current 
Period ended

March 31, 2020
LIABILITIES  
Unit Capital  25,482.13 
Reserves & Surplus 
Unit Premium Reserves  195.35 
Unrealised Appreciation Reserve  0.04 
Other Reserves  (6,214.74)
Loans & Borrowings 
Current Liabilities & Provisions 
Provision for doubtful Income/Deposits  -   
Other Current Liabilities & Provisions  236.24 
TOTAL  19,699.02 
ASSETS 
Investments 
Listed Securities: 
Equity Shares  18,843.53 
Preference Shares  -   
Equity Linked Debentures  -   
Other Debentures & Bonds  -   
Securitised Debt securities  -   
Securities Awaited Listing: 
Equity Shares  -   
Preference Shares  -   
Equity Linked Debentures  -   
Other Debentures & Bonds  -   
Securitised Debt securities  -   
Unlisted Securities 
Equity Shares  -   
Preference Shares  -   
Equity Linked Debentures  -   
Other Debentures & Bonds  -   
Securitised Debt securities  -   
Government Securities  -   
Treasury Bills  39.67 
Commercial Paper  -   
Certificate of Deposits  -   
Bill Rediscounting  -   
Units of Domestic Mutual Fund  -   
Foreign Securities  -   
Total Investments  18,883.20 
Deposits  47.70 
Other Current Assets 
Cash & Bank Balance  7.53 
Reverse Repo/ TREPS  680.51 
Others  80.08 
Deferred Revenue Expenditure  -   
(to the extent not written off) 
TOTAL  19,699.02  

PRINCIPAL MIDCAP FUND PRINCIPAL MIDCAP FUND

For B S R & Co. LLP For and on behalf of Principal Asset Management Private Limited F  or and on behalf of Principal Trustee Company Private  L   imited
Chartered Accountants (Formerly known as Principal Pnb Asset Management Company Private Limited)  
Firm's Registration No: 101248W/W-100022  
    

Sd/- Sd/- Sd/- Sd/- Sd/-
Milind Ranade M. M. Kamath Venkata Surya Bharat Ravuri Ameet Parikh  Michael Pinto
Partner Director Managing Director Director Director
Membership No. 100564   

 Sd/- Sd/-
 Ragesh Renganathan Rajat Jain
 Head - Fund Accounting,  Chief Investment Officer
 Commission and MIS

 Sd/- Sd/-
Place : Mumbai Ravi Gopalakrishnan Sudhir Kedia 
Date :  August 12, 2020 Fund Manager Fund Manager

NOTES TO ACCOUNTS
Annexure I to the Abridged Balance Sheet and Revenue Account for the Year Ended March 31, 2020       

 Particular March 31, 2020 

 1.2 Disclosure for investments in derivative instruments

 1.1 Except Government Securities, Reverse Repo, TREPS and Treasury Bills (which are held in the name of the Mutual Fund) all other investments of the scheme are registered in the name of Principal Trustee 
Company Pvt. Ltd. - Trustee to Principal Mutual Fund for the benefit of the Schemes unitholders.       

1 Investments : -

 During the year ended, hedging transactions through Swaps which have been squared off/expired Nil

 Hedging Positions through Swaps  Nil

 During the year ended, non-hedging transactions through options have been squared off/expired Nil

 Other than Hedging Positions through Options Nil

 During the year ended hedging transactions through options which have been squared off/expired Nil

 Hedging Position through Put Option  Nil

 During the year ended non-hedging transactions through futures have been squared off/expired  $$

 Other than Hedging Positions through Futures  Nil

 During the year ended hedging transactions through futures have been squared off/expired $

 Hedging Positions through Futures  Nil

Add: Balance transfer from Unrealised Appreciation Reserve  - 

Less: Balance transfer to Unrealised Appreciation Reserve  0.04 

Add / (Less): Equalisation  (116.34)

Total (Including G)  (6,214.74)

Dividend appropriation 

Less: Income Distributed during the year  -   

Less: Tax on income distributed during the year  -   

Retained Surplus / (Deficit) carried forward to Balance sheet  (6,214.74)

INCOME 

Dividend  92.81 

Interest  51.86 

Realised Gain / (Loss) on Foreign Exchange Transactions  -   

Realised Gains / (Losses) on Interscheme sale of investments  -   

Realised Gains / (Losses) on External sale / redemption of investments  (515.72)

Realised Gains / (Losses) on Derivative Transactions  (147.68)

Other income (refer note 5 to notes to accounts)  7.46 

 ( A  )    (511.27)

EXPENSES 

Management fees  12.73 

GST on Management fees  2.29 

Transfer agents fees and expenses  6.65 

Custodian fees  0.42 

Trusteeship fees  0.64 

Commission to Agents  101.03 

Marketing & Distribution expenses  0.37 

Audit fees  0.24 

Other operating expenses  4.06 

 ( B  )    128.43 

NET REALISED GAINS / (LOSSES) FOR THE YEAR (A -B = C)  (639.70)

Change in Unrealised Depreciation in value of investments (D)  5,458.66 

NET  GAINS / (LOSSES) FOR THE YEAR (E=(C-D))  (6,098.36)

Change in unrealised appreciation in the value of investments (F)  - 

NET SURPLUS / (DEFICIT) FOR THE YEAR ( E + F = G )  (6,098.36)

Opening Balance  - 

ABRIDGED ANNUAL REPORT FOR 2019-20
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2 As per the requirements of Regulation 25 (8) of SEBI Regulation 1996, the details of Payments made to Associates during the year is given in Annexure II.       

3 As per the SEBI disclosure vide circular No. MFD/CIR No.3/211/2001 dated April 30, 2001; Scheme does not have a single unit holder holding more than 25% of the NAV at the end as on March 31,2020.       

4 Expenses other than management fees are inclusive of GST wherever applicable.       

5 Other Income, if any, is mainly on account of load (net of GST) credited to schemes, reversal of with held commissions  and other miscellaneous receipts       

6 Details of movements in Unit Capital during the year is given in Annexure III.       

7 In view of the AMFI Best Practices Guidelines Circular No. 56/2015-16, the IEF accrual is set aside in a separate bank account and the consolidated balance across all schemes as on March 31, 2020 is Rs. 149.42 
Lakh. The break-up of which is as under:

 (  In Lakhs)`

 Particulars 2019-20 2018-19

 Opening balance  92.89   70.10 

 Add: Accrual during the year  136.29   146.98 

 Less: Transferred to AMFI*  68.14   73.49 

 Add: Income earned during the year  6.04   5.27 

 Less: Spent during the year  17.65   55.97 

 Closing balance  149.42   92.89 

 *Amounting Rs. 4.80 lakh transferred to AMFI on April 03, 2020 and Rs. 6.12 Lakh transferred to AMFI on April 02, 2019.

8 Following the spread of the coronavirus, on 11 March 2020, the World Health Organization declared the COVID-19 outbreak to be a pandemic. The identification of the virus as a new coronavirus, its subsequent 
spread and the situation of lock-down across India during the period ended and post 31 March 2020 is considered as a significant event. Based on the assessment of the current situation, management of Principal 
Mutual Fund has determined that COVID-19 outbreak has not adversely affected the business operations of the Principal Mutual Fund. Service providers like the Registrar and Transfer Agent, Custodian and Fund 
Accountant have carried out extensive arrangements to address business needs and continuity of operations. As on the date of signing of these financial statements, management believes that there appears to be 
no uncertainties relating to the going concern of any of the Schemes of the Fund for a foreseeable future.

 For the purpose of financial statements for the year ended 31 March 2020, investments (including debt securities) held by the Schemes have been valued in accordance with the valuation norms as prescribed by 
SEBI Regulations. Management of the Fund believes that the valuation of all debt securities reflect the fair value as on balance sheet date and no further adjustment is required due to COVID-19.

 Management of the Principal Mutual Fund further believes that there is uncertainty around the assessment of the full impact of COVID-19 crisis and any prediction regarding the future course of events that would 
arise due to the COVID-19 crisis, which may have impact on inflow / outflow of the scheme and valuation of investments in future.        

9 There was no Contingent Liability as on March 31, 2020.        

10 Rs. 0.00' in notes to accounts and annexures indicates amount less than a five hundred and 'Rs. -' indicates Nil amount.        

11 As these are the first financial statements of the scheme since the date of launch, there are no prior period comparatives.

  $ For the period April 01, 2019 to March 31, 2020, following hedging transactions through futures have been squared off/expired :

  Total Number of contracts where  Total Number of Total Number of   Gross Notional Value Gross Notional  Gross Notional  Net Profit/Loss 
  futures were bought (opening balance)   contracts where contracts where   of contracts where  Value of contracts  Value of contracts  value on all 
     futures were bought futures were sold futures were bought  where futures were  where futures  contracts combined 
       (opening balance) bought in `  were sold in ` in `

    -      56   56   -     29,630,748   31,095,288   1,464,540 

  $$ For the period April 01, 2019 to March 31, 2020, following non-hedging transactions through futures have been squared off/expired : 

  Total Number of contracts where  Total Number of Total Number of   Gross Notional Value Gross Notional  Gross Notional  Net Profit/Loss 
  futures were bought (opening balance)   contracts where contracts where   of contracts where  Value of contracts  Value of contracts  value on all 
     futures were bought futures were sold futures were bought  where futures were  where futures  contracts combined 
       (opening balance) bought in `  were sold in ` in `

    -      1,223   1,223   -     1,078,621,777   1,063,093,564   (15,528,213)

  Note : In case of derivative transactions end of the day position on the date of such transaction is considered as the basis to assess the nature of transaction as hedge /  non-hedge.       

  Note:- Profit and loss on derivative transactions is excluding of incidential charges such as brokerage, transaction charges, STT etc.       

 1.3 The scheme has made no investments in securities of the Associate / Group Companies of the Sponsor during the year ended March 31, 2020.       

 1.4 There were no open position of securities borrowed and / or lent by the scheme as at March 31, 2020       

 1.5 Provision for doubtful debts on Securities classified as below investment grade or default as at March 31, 2020 cost was Rs. Nil       

 1.6 Aggregate value of Unrealised Gain / Loss as at the end of the Financial Year, expressed as a percentage to Net Assets.               

     (  In Lakhs)`

  Scheme Period ended March 31, 2020 

   Unrealised Gain / (Loss) % to Net Assets 

  Principal Midcap Fund  (5,458.66) -28.05

 1.7 Aggregate Value of Purchase and Sale made during the year, expressed as a percentage of Average Daily Net Asset Value :               

     (  In Lakhs)`

  Particulars Period ended March 31, 2020 

   Amount % of Avg. Net Assets 

  Purchases  299,297.12   1,399.19 

  Sales*  273,666.44   1,279.37 

  * Sales includes redemptions / maturities

 1.8 The Aggregate book value of Non-Traded / Thinly traded Investments, which have been valued in good faith in accordance with the guidelines  for valuation of securities of Mutual Fund issued by SEBI, 
expressed as percentage to Net Assets as at March 31, 2020 is Rs. Nil.       

 Annexure II : Details of Payments made to Associates in terms of regulation 25(8):       
i)    Brokerage paid to associates/related parties/group companies of Sponsor/Asset Management Company (AMC) for securities transaction: Nil (Previous year: Nil)       
ii)  Commission paid to associates/related parties/group companies of Sponsor/ Asset Management Company (AMC) for Distribution of units across various 
    Schemes of Principal Mutual Fund

April 01, 2019/Launch date to March 31, 2020/Maturity date April 01, 2018/Launch date to March 31, 2019/Maturity date

Commission paid ( ` In 
Lakhs & % of total 

commission paid by the fund)

Business given (` In Lakhs 
& % of total business received 

by the fund)

Commission paid (` In 
Lakhs & % of total 

commission paid by the fund)

Business given (` In Lakhs 
& % of total business received 

by the fund)

Name of associate/related parties/
group companies of Sponsor/AMC

Nature of Association /Relation

Punjab National Bank # Associate of Investment Manager - - 164,691.28(11.12%) 134.20(4.02%)
Principal Retirement Advisors Pvt. Ltd Associate of Investment Manager 75.29(0.04%) 6.74(0.12%) 132.63(0.05%) 10.22(0.33%)

# Punjab National Bank has ceased to be a shareholder effective August 24, 2018. Hence mobilisation  and commission detail for Punjab National Bank has been disclosed till August 23, 2018.       
Note : Commission paid to associates has been disclosed on payment basis towards the entire mobilisation introduced by the distributors (comprising of existing mobilisation and the new flow during the year). Whereas the details of 
business given indicates the gross mobilization (net of rejections, if any) during the corresponding period.

ABRIDGED ANNUAL REPORT FOR 2019-20



Direct Plan - Dividend Option*  NA  NA  2,143,095.048  214.31  10,513.850  1.05  2,132,581.198  213.26
Direct Plan - Growth Option*  NA  NA  8,978,475.358  897.85  583,674.373  58.37  8,394,800.985  839.48
Regular Plan - Dividend Option*  NA  NA  10,565,683.328  1,056.57  138,639.080  13.86  10,427,044.248  1,042.70
Regular Plan - Growth Option*  NA  NA  246,197,650.780  24,619.77  12,330,776.837  1,233.08  233,866,873.943  23,386.69
Total  NA  NA  267,884,904.514  26,788.49  13,063,604.140  1,306.36  254,821,300.374  25,482.13
* Face Value is Rs. 10 per unit        
This scheme is launched during the year 

Outstanding at the beginning of the year  Subscription for the year  Redemption for the year  Outstanding at the end of the year 

Units Amount 
(` In Lakhs)

Units Amount 
(` In Lakhs)

Amount 
(` In Lakhs)

Units Units Amount 
(` In Lakhs)

Plans

Annexure III   

Details of Movement in Unit Capital for the year ended March 31, 2020
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For B S R & Co. LLP For and on behalf of Principal Asset Management Private Limited F  or and on behalf of Principal Trustee Company Private  L   imited
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Sd/- Sd/- Sd/- Sd/- Sd/-
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 Sd/- Sd/-
 Ragesh Renganathan Rajat Jain
 Head - Fund Accounting,  Chief Investment Officer
 Commission and MIS

 Sd/- Sd/-
Place : Mumbai Ravi Gopalakrishnan Sudhir Kedia 
Date :  August 12, 2020 Fund Manager Fund Manager



Mutual Fund investments are subject to market risks,
read all scheme related documents carefully.

1. NAV per unit ( ):`

       Open NA NA NA NA

       High 10.7000 10.7000 10.7300 10.7300

       Low 6.9900 6.9900 7.0300 7.0300

       End 7.6400 7.6400 7.6700 7.6700

      March 31, 2020

2.  Closing Assets Under Management (Rs. in Lakhs)  19,462.79   

      Average (AAuM)   21,390.79   
13. Gross income as % of AAuM   -2.39%   

4.  Expense Ratio:    

      a.  Total Expense as % of AAuM (plan wise)  - Regular plan 2.43%   

                                                      - Direct plan 0.50%   

      b.  Management Fee as % of AAuM (plan wise)  - Regular plan 0.28%   

                                                            - Direct plan 0.27%   
25.  Net Income as a percentage of AAuM   -2.99%   

36.  Portfolio turnover ratio   0.66

7. Total Net Dividend per unit distributed during the year / period (plan wise) March 31,  March 31, March 31, March 31, 
    2020 2020 2020 2020 

 Individuals/HUF  -    -  -     -    

 Others   -    -  -     -    

8. Returns (%)* March 31, 2020 March 31, 2020 

     a. Last One Year NA NA 

            Benchmark NA NA 

     b. Since Inception (23.60) (23.30) 

            Benchmark (31.16) (31.16)  

  Benchmark  Nifty MidCap 100 - TRI

KEY STATISTICS FOR THE YEAR ENDED 31 MARCH 2020 

Direct Plan

March 31, 
2020 (`)

March 31, 
2020 (`)

Dividend Option Growth Option

Regular PlanParticulars

Past performance may or may not be sustained in the future    
*NAV of growth option is considered for computation of returns. Returns (in %) are calculated on Compounded Annualised Basis (CAGR). For computation of since inception returns the allotment NAV has been 

taken as Rs. 10 Performance figures have been computed based on the last declared NAV. Returns have been calculated based on NAV of Growth option, wherever applicable.    
- indicates NIL    
1. Gross income = amount against (A) in the Revenue account i.e. Income.    
2. Net income = amount against (C) in the Revenue account i.e. Net Realised Gains / (Losses) for the year / Period    
3. Portfolio Turnover = Lower of sales or purchase divided by the Average AuM for the year/period.    
4. AAuM=Average daily net assets

PRINCIPAL MIDCAP FUND
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March 31, 
2020 (`)

March 31, 
2020 (`)

Dividend Option Growth Option
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