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The Aurum Group aims to conduct its business in a sustainable and responsible way. Environmental, Social and Governance 
standards are observed by all the entities that make up the Aurum Group, including Aurum Fortress Fund Ltd., as part of their 
approach to providing investors with positive returns over the medium to long term.

Environmental

Project Regeneration
 
The Aurum Group recognised that producing carbon emissions is an inevitable consequence of the research and investment 

quality of schemes. Many schemes fail to protect diverse ecosystems by planting single tree varieties in biologically diverse areas. 

The Aurum Group’s commitment to Project Regeneration launched with grants made to the Malaysian non-governmental 
organisation (“NGO”), Hutan, who are committed to the reforestation and protection of former palm oil plantations. Grants 
provided by the Regeneration Portfolio enabled Hutan to begin planting seedlings which will complete the reforestation of the 
Malumbi palm oil estate. Planting is due to complete in 2016; Hutan will then dedicate over 2 years to nurturing the seedlings. The 
project will be completed in August 2018.

United Nations Principles for Responsible Investment (“UNPRI”)
 
Aurum Fund Management Ltd. (“Aurum”) became a signatory of the UNPRI in 2013. The 2015 annual Assessment Report received 
an ‘A’ rating, an upgrade from the ‘B’ rating achieved in 2014. The Report is assessed on the depth and coverage of a responsible 
investment policy, goals and objectives, governance and on the promotion of responsible investment in the industry. This 
demonstrates a continuing commitment to incorporating ESG considerations into both investment analysis and the way that 
Aurum operates.

International Union for  Conservation of Nature (“IUCN”)
 
Aurum has been committed to supporting the IUCN, and has made substantial donations since 2012. IUCN, “is the global authority 

List’ of threatened or endangered species of animals, plants and fungi. IUCN works with NGOs, local communities, scientists and 
policy makers to come up with solutions to environmental challenges.

*Source: http://www.iucn.org/

Social

Absolute Return for Kids (“Ark”)

Ark is an international organisation whose mission is to transform the lives of children who are victims of abuse, disability, illness 
and poverty through the support of local and international projects. Their work focuses on health, education and child protection 
around the globe. 

of Ark’s initiatives including their global education, health and child protection programmes.

Synchronicity Earth

Earth is a threshold issue, without a healthy biosphere the possibility of peace, security, health and prosperity for all is lost. 

Synchronicity Earth researches and analyses important themes in global conservation in order to conduct projects or partner with 
other charities with a current focus on threatened ecosystems, forests, oceans, freshwater and species. 

Aurum has been a supporter of Synchronicity Earth since its inception, as The Synchronicity Foundation, in 2000 and has donated 

Governance

Aurum Fortress Fund Ltd.’s Board of Directors, and the principals of the Aurum Group, place a strong emphasis on regulation, 
governance and compliance. Focus is placed on having the right systems and controls in place to assure investors that responsibility 
is taken for managing their money seriously. 
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Looking ahead, the Aurum Group is committed to:

• Actively monitoring the universe of socially responsible investing;

• Continuing constructive dialogue with managers around the topic of ESG, but to also introduce a dialogue with all service 
providers about ESG factors; and

• Striving to use the feedback from Aurum’s 2015 UNPRI assessment report to improve its rating from an A to the top 
rating, an A+.
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year ended 31 December 2016 and report as set out herein in respect of matters required by the Irish Stock Exchange and Bermuda 
Stock Exchange listing regulations.

At 31 December 2016 the Net Asset Value per Participating Share was US$293.90 (2015: US$287.06).

No dividends have been declared in the year ended 31 December 2016 (2015: US$Nil) and the Directors do not recommend the 
payment of any dividends for the year ended 31 December 2016 (2015: US$Nil).

  Connected parties

Transactions carried out with the Company by the Administrator, Bermuda Administrator, Investment Adviser, Custodian and 

the Shareholders.

prices.

  Market Review

movements of global asset markets. However, unlike the binary outcome of these events, the resulting movements in the pricing 
of assets and securities has been more complex. In particular, the US election win for Donald Trump  may be seen as a net positive 
for a number of alternative strategies, as managers adjust to this new paradigm of leadership and attempt to trade around the 
opportunities it may create. In particular, global macro performance picked up over the last two months of 2016. After many years 

now begun to pick up to what money managers would call healthier levels. While higher volatility in itself does not necessarily 
equate to investment returns (more typically being associated with some type of crisis such as those in 2008 and 2011) the nature 

Despite the perception of increased opportunities toward the end of the year, 2016 was a challenging year for the Company’s 

equity quant sectors and some of the larger platform-based equity funds, the deleveraging of which potentially exacerbated some 
large price moves. While there was a degree of recovery for more traditional equity trading funds, the quantitative allocation 

businesses. However, these were able to recover over the remainder of the year, particularly during the second half. With 2017 
expected to bring changes to earnings dynamics via economic dispersion and changing domestic policies in trade and growth, 
we are optimistic about both fundamental stock-picking and quantitative trading models. Fixed income relative value trading 
within the multi strategy-allocation had a more consistent year, with managers reporting an increased opportunity set with fewer 

interesting over the year from a macro directional and relative value perspective. The Federal Reserve, after keeping rates on hold 

volatility all contributed to solid performance in the last quarter, which we hope will continue into 2017.

straight positive months over the second half of the year. 

The quantitative allocation had a mixed year with one investment performing well and the other having a more volatile year. The 
reason behind this is less clear to due to the systematic and idiosyncratic nature of the underlying sector. It is likely that a number 
of unexpected events were a factor, such as the UK Brexit vote and the US election win for Donald Trump, which led to stocks 
moving on news rather than fundamentals. 

Macro was quiet for most of the year before performing well in last quarter, especially trading around the US election and its 

equity sectors. 
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  Outlook

Going into 2017 with heightened volatility, political uncertainty and mixed economic growth, the opportunity set remains robust 

provide low correlation to traditional assets classes will result in consistent above average returns for our shareholders over the 
long term. 

  Thanks

We thank the Shareholders for their support and look forward to further opportunities for continued growth.

For and on behalf of Aurum Fortress Fund Ltd.

Director
10 March 2017
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Opinion 

which comprise the Statement of Comprehensive Income for the year ended 31 December 2016, the Statement of Financial 
Position as at 31 December 2016, the Statement of Cash Flows for the year then ended, and related notes, including the summary 

Reporting Standards (“IFRSs”).

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 

Key audit matters 

and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

The key audit matter

The investment portfolio at 31 December 2016 comprised of 
investments in other funds.  The valuation of these assets held 
in the investment portfolio is the key driver of the Company’s 
net asset value and performance for the year. While the nature 

of judgement because the underlying values of these funds 

on our overall audit strategy and allocation of resources in 
planning and completing our audit.

How the matter was addressed in our audit 

We have performed the following audit procedures:

 - Assessed the design and implementation of the controls over 
valuation of investments;

 -
investments in funds from their respective underlying fund 
administrators or managers; and

 - Assessed whether the underlying funds’ net asset value was an 
appropriate approximation of fair value.

procedures. 

Other information

comprises the Environmental, Social and Governance Statement, the Directors’ Report and the Portfolio Statement.

conclusion on that information. 

of our audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is 
a material misstatement of this other information, we are required to report that fact.  We have nothing to report in this regard.  
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Independent Auditor’s Report to the Shareholders of Aurum Fortress Fund Ltd. (Continued)

Respective responsibilities and restrictions on use

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

that are free from material misstatement, whether due to fraud or error. 

concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

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 

statements.  

Further details relating to our work as auditor is set out in the Scope of Responsibilities Statement contained in the appendix of 
this report, which is to be read as an integral part of our report.

Our report is made solely to the Company’s Shareholders, as a body, in accordance with the terms of our engagement.  Our 
audit work has been undertaken so that we might state to the Shareholders those matters we are required to state to them in an 
auditor’s report and for no other purpose.  We do not accept or assume responsibilities to anyone other than the Shareholders as 
a body, for our audit work, for this report, or for the opinions we have formed.

The Engagement Partner on the audit resulting in this independent Auditor's Report is Mrs.D. Barrett.

KPMG Date: 10 March 2017
Chartered Accountants, Statutory Audit Firm
1 Harbourmaster Place
International Financial Services Centre
Dublin 1
Ireland  

ggleeson
Stamp
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Appendix to the Independent Auditor’s Report 

Further information regarding the scope of our responsibilities as Auditor 

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

• 

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.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures 
made by the Directors.

• Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and, based on the audit 

Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw 

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.

• 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 

We also provide those charged with governance 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.

our Auditor's Report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 
we determine that a matter should not be communicated in our report because the adverse consequences of doing so would 
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2016 2016 2015 2015
Sector Analysis Total (US$) % of Total Net Assets Total (US$) % of Total Net Assets

Multi Strategy    7,641,180   55.51%    9,700,735   65.74%
Fund 1    2,243,346   16.29%    2,336,550   15.84%
Fund 2    2,142,387   15.56%    2,572,241   17.43%
Fund 3    1,790,189   13.01%    1,700,495   11.52%
Fund 4    1,465,258   10.65%    1,477,255   10.01%
Fund 5    –   –    1,177,544   7.98%
Fund 6    –   –    436,650   2.96%

Macro    3,378,806   24.55%    3,241,062   21.96%
Fund 7    1,209,964   8.79%    1,139,523   7.72%
Fund 8    1,088,775   7.91%    1,087,341   7.37%
Fund 9    1,080,067   7.85%    1,014,198   6.87%

Systematic    2,942,252   21.38%    1,502,335   10.18%
Fund 10    1,670,199   12.14%    1,502,335   10.18%
Fund 11    1,272,053   9.24%    –   –

Total Investments    13,962,238   101.44%    14,444,132   97.88%

Other assets    2,616   0.02%    1,091,585   7.40%
Total Assets    13,964,854   101.46%    15,535,717   105.28%

Other liabilities    (200,420)   (1.46%)    (779,212)   (5.28%)
Total Net Assets    13,764,434   100.00%    14,756,505   100.00%
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note
2016 
US$

2015 
US$

Net gain on investments 2    688,110    1,178,005
Other income
Other income    –    101

   688,110    1,178,106

Investment Adviser fees 3, 9    284,598    324,942
Directors' fees 9    30,000    30,000
Other operating expenses    27,727    28,978
Administrator fees 4, 9    12,502    14,079
Audit fees    7,475    6,543
Custodian fees 5, 9    6,047    5,886
Net interest expense 7    3,015    11,443
Incentive fees 3, 9    –    120,490

   371,364    542,361

 
   316,746    635,745
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note
2016 
US$

2015 
US$

Assets

Investments at fair value 2, 11    13,962,238    14,444,132
Financial assets measured at amortised cost
Other receivables    2,616    2,753
Securities sold receivable    –    1,088,832
Total assets    13,964,854    15,535,717

Liabilities
Financial liabilities measured at amortised cost
Bank overdraft 2, 7    163,832    670,463
Investment Adviser fees payable 3, 9    22,988    24,645
Audit fees payable    6,899    6,823
Directors fees payable 9    2,500    2,500
Other payables    2,157    2,631
Administrator fees payable 4, 9    1,632    1,704
Custodian fees payable 5, 9    412    446
Subscriptions to shares not yet allotted    –    70,000

Shares) 10    200,420    779,212

6    13,764,434    14,756,505

6    13,764,424    14,756,495

Equity
Net assets attributable to holders of Sponsor Shares 6    10    10
Total Equity    10    10

 
 

 10 March 2017 and signed on their behalf by: 

    
    
    
    
Director   Director
10 March 2017   10 March 2017 
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2016 
US$

2015 
US$

Change in net assets attributable to holders of Participating Shares 
resulting from operations    316,746    635,745
Purchase of investments    (1,158,598)    (2,504,085)
Proceeds from sales of investments    3,417,434    6,147,736
Adjustment for non cash items and working capital
Net unrealised (gain)/loss on investments     (295,196)    608,379
Net realised gain on investments    (392,914)    (1,786,384)
Changes in operating assets and liabilities
Decrease/(Increase) in receivables    137    (2,753)
Decrease in payables    (2,161)    (2,272)

   1,885,448    3,096,366

Subscriptions for shares    –    655,500
Redemption of shares    (1,378,817)    (3,585,385)

   (1,378,817)    (2,929,885)

   506,631    166,481

Cash and cash equivalents at the beginning of the year    (670,463)    (836,944)
   (163,832)    (670,463)
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Notes to the Financial Statements for the year ended 31 December 2016

1. General

Aurum Fortress Fund Ltd. (the “Company”) was incorporated in the British Virgin Islands on 18 December 1998 and was re-
domiciled to Bermuda on 1 December 2003 under the Bermuda Companies Act 1981 as amended and acts as an investment 
company. The Company is listed on the Irish and Bermuda Stock Exchanges.

The Company’s investment objective is to achieve long-term capital growth by investing either directly or indirectly through 

derivative securities, currencies and other investment assets with an emphasis on long-term growth.

  Statement of Compliance

The accounting policies have been applied consistently by the Company and are consistent with those used in the previous year.

  Basis of Preparation

  New Standards and Interpretations Applicable to Future Reporting Periods

• 

Based on initial assessment, this standard is not expected to have a material impact on the Company.

  Assets and Liabilities

  Investments

Instruments: Recognition and Measurement”.

to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the date of measurement.
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measurement of fair value is based on the transaction price at the trade date with transaction costs, if any, being expensed 
immediately. After initial measurement any changes in fair value, and realised gains or losses, related to investments are recognised 
in the Statement of Comprehensive Income within Net gain on investments.

  Financial Assets at Amortised Cost

market and they are carried at amortised cost. The Company includes in this category cash and cash equivalents, securities sold 

which the instrument is measured at initial recognition (its fair value) adjusted for initial direct costs, minus principal repayments, 

recognised and the maturity amount, minus any reduction for impairment.

The Company includes in this category expenses payable, purchases of investments to be settled in arrears and subscriptions to 
Participating Shares not yet allotted.

and settle the liability simultaneously.

master netting arrangements or similar agreements which would require disclosure.

  Derecognition

in the contract is discharged, cancelled or it expires.

  Participating Shares

attributable to holders of Participating Shares are stated at the redemption amount on the reporting date without discounting.

  Sponsor Shares

is stated at amortised cost.

  Translation of Foreign Currencies

Transactions in currencies other than US dollars are recorded at the rate prevailing on the date of the transaction. At each reporting 
date, non US dollar denominated monetary items and assets and liabilities measured at fair value are retranslated at the rate 

  Net Gain on Investments

interest.

Net realised gain on investments is calculated using the average cost method.
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  Interest Income

interest rate yield basis.

Cash and Cash Equivalents and Bank Overdrafts

Cash and cash equivalents comprise cash balances held at banks. Bank overdrafts are repayable on demand. In the Statement of 
Cash Flows, cash and cash equivalents are shown net of any short term overdrafts which are repayable on demand, and form an 
integral part of the Company's cash management.

Expenses

All expenses are recognised in the Statement of Comprehensive Income on an accruals basis.

those estimates.

Revisions to accounting estimates are recognised in the year in which an estimate is revised. The areas of estimates which have the 

and Risk Exposure’ and note 11 ‘Fair Value Measurement’.

  Structured Entities

A structured entity is an entity that has been designed so that voting or similar rights are not the dominant factor in deciding 
who controls the entity, such as when any voting rights relate to administrative tasks only and the relevant activities are directed 
by means of contractual arrangements. A structured entity often has some or all of the following features or attributes; restricted 

investors that create concentrations of credit or other risks.

The Company may invest in entities whose objectives range from achieving medium to long term capital growth. The investments 
are managed by related and unrelated asset managers and apply various investment strategies to accomplish their respective 

are puttable at the holder's option and entitle the holder to a proportional stake in the respective investment's net assets. Where 
the Directors consider that the investment displays some of the features and attributes of a structured entity to varying degrees, 
they will present disclosures related to structured entities for all investments, where obtainable, as they consider these disclosures 
may be of relevance to investors.

Gross Asset Value of the Company as at the relevant month end and a performance related fee in respect of the Company where 

monthly and paid monthly in arrears.

The Investment Adviser Fee and Incentive Fee are calculated based on a percentage of the Gross Asset Value of the Company as at 
the relevant month end. The Gross Asset Value means the value of the assets of the Company at a valuation point less the liabilities 
and accrued expenses of the Company other than liabilities that relate to Investment Adviser Fees, Incentive Fees, Administrator 
Fees, Custodian Fees, Directors' Fees, Audit Fees, Formation Expenses and Sundry Expenses each as incurred with respect to the 
valuation period ending on such valuation point.
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The Incentive Fee is equal to the number of Participating Shares in the Company multiplied by 15% of the amount by which the 
Gross Asset Value per Participating Share on a valuation day exceeds the higher of:

(i) The Base Value: the Net Asset Value per Participating Share on the Base Date increased by the relevant hurdle of 1/12 of
10% multiplied by the number of performance fee periods since the last Base Date. The Base Date is the last valuation day
in the immediately preceding calendar year, or if later the initial Net Asset Value per Participating Share upon inception
of the Company; or

(ii) The High Water Mark: the Net Asset Value per Participating Share on the last valuation day upon which an Incentive Fee
was crystallised or, if higher, the initial Net Asset Value per Participating Share upon inception of the Company.

In so far as the Company invests in other Aurum Funds no fees will be payable on the amount so invested in addition to those 
already charged by such Aurum Funds.

4. Administrator Fees

Expenses and amounts due to the Administrator and the Bermuda Administrator are referred to collectively as “Administrator 
Fees”. 

The Administrator is entitled to a monthly fee which, subject to a minimum of US$  per month, will be no greater than 1/12 
of 0.085% of the Net Asset Value of the Company and may be subject to reduction if the total Administrator Fees for all other 
Aurum 

the amount so invested but the monthly minimum will remain applicable. Such fees are payable to the 
Administrator monthly in arrears. The Bermuda Administrator is entitled to an annual fee of US$1,500 that is payable semi-
annually in arrears. 

5. Custodian Fees

The Custodian is entitled to a monthly fee which, subject to a minimum of US$1,000 per month, will be no greater than 1/12 
of 0.04% of the Net Asset Value of the Company and may be subject to reduction if the total Custodian Fees for all other 
Aurum 

on the amount so invested but the monthly minimum will remain applicable. Such fees are payable to the Custodian 
monthly in arrears. 

In addition to a monthly fee, the Custodian will be entitled to a transaction fee of no greater than US$150 for each purchase 
and each sale of an Investee Fund that is also payable monthly in arrears.

6. Share Capital

December 
2016 
US$

December 
2015 
US$

1,000 Sponsor Shares (presented as equity in accordance with IAS 32) 10 10
4,999,000 Participating Shares (presented as a liability in accordance with IAS 32)  49,990  49,990
Authorised share capital  50,000  50,000

The Sponsor Shares do not carry the right to participate in the assets of the Company in a winding up, except to the extent of 
repayment of par value paid in cash, nor in any dividends or other distribution of the Company so long as any Participating Shares 
are in issue.
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6. Share Capital (Continued)

The Participating Shares are entitled to receive, to the exclusion of the Sponsor Shares, any dividends which may be declared by 
the Board of the Company and, upon the winding up of the Company, their par value and any surplus remaining after paying to 
the holders of the Sponsor Shares the par value of the Sponsor Shares (to the extent actually paid up in cash). The Sponsor Shares 
have the general voting powers of the Company and the holders of Participating Shares are entitled to receive notice of and attend 
all general meetings of the members.

2016 2015
   51,404.56    61,965.97

Issued during the year    243.84    2,041.43
Redeemed during the year    (4,815.39)    (12,602.84)

   46,833.01    51,404.56

Sponsor 
Shares 

US$
Shares 

US$

 
Return allocated to 

 
US$

Total 
US$

Balance at 1 January 2016    10    513    14,755,982    14,756,505
Change in net assets attributable to holders of  
Participating Shares resulting from operations            316,746    316,746
Subscriptions during the year        2    69,998    70,000
Redemptions during the year        (48)   (1,378,769)    (1,378,817)
Balance at 31 December 2016    10    467    13,763,957    13,764,434

Balance at 1 January 2015    10    619    17,120,016    17,120,645
Change in net assets attributable to holders of  
Participating Shares resulting from operations            635,745    635,745
Subscriptions during the year        20    585,480    585,500
Redemptions during the year        (126)   (3,585,259)    (3,585,385)
Balance at 31 December 2015    10    513    14,755,982    14,756,505

   7

that is secured over the portfolio of the Company. The Northern Trust Company London Branch is entitled to an annual fee (the 

at an annual rate of 1.5% above the Northern Trust base rate on any overdrawn balances. The Facility Fee is payable quarterly 
in advance and US$9,000 (2015: US$9,563) was incurred by the Company during the year and is included in the Statement 
of Comprehensive Income within Other operating expenses. The Interest Charges are incurred daily and are included in the 
Statement of Comprehensive Income within Net interest expense.  

The Net Asset Value per Participating Share is calculated by dividing the net assets attributable to holders of Participating Shares 
in the Statement of Financial Position by the number of Participating Shares in issue at the year end.

December 
2016 
US$

December 
2015 
US$

Net assets attributable to holders of Participating Shares (US$)    13,764,424    14,756,495
Issued Participating Shares (number of shares)    46,833.01    51,404.56

   293.90    287.06
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In accordance with IAS 24 “Related Party Disclosures” the related parties to the Company are outlined below. 

Adviser and the Custodian. Amounts incurred during the year and amounts due as at the Statement of Financial Position date in 

Directors 

R Cottingham are Directors of, and directly and indirectly hold shares in, the Investment Adviser. Mr D R Cottingham and Mr C 
C Morris are Directors of Global Fund Services Ltd., the Bermuda Administrator. Mr A Hopkin and Mr C C Morris are Directors of 
Continental Sponsors Ltd., the sponsoring broker on the Bermuda Stock Exchange.

The Investment Adviser is also the sponsor, adviser and investment manager to a number of other investment companies and the 
Directors of the Company and the Investment Adviser may serve as Directors of such companies.

of the Sponsor Shares of the Company. At 31 December 2016, Directors and Persons so connected held the following Participating 
Shares in the Company.

Number of Shares
2016 2015

Connected persons of Directors 2,497.89 3,308.02
2,497.89 3,308.02

interest by reason of the direct or indirect ownership of Sponsor Shares therein. The dealings were conducted in order to balance 

2016 
US$

2015 
US$

Sales of investments to such other funds  1,130,265  4,308,931
Purchases of investments from such other funds  1,195,610  1,705,931

At the end of the year, there were no amounts due to or from such other funds (31 December 2015: US$Nil).

in Investee Funds. Financial instruments include investments, cash, interest receivable, dividends receivable, securities sold 
receiveable, subscriptions to shares not yet allotted, bank overdrafts, accrued expenses, redemptions payable and Participating 

their fair value.

Investments in Investee Funds are recorded at the net asset value per share as reported by the administrators of the Investee Funds 
at the measurement date which the Directors believe to best represent fair value. Where administrators are unable to provide net 
asset value per share the Directors make their own assessment of fair value based on available information. In determining fair 
value the Directors take into consideration, where applicable, the impact of suspension of redemptions, liquidation proceedings, 

At 31 December 2016, and 31 December 2015, there were no instances wherein the Administrator was unable to provide the 
net asset value per share or that the Directors considered it necessary to make any adjustment to the net asset value per share 
provided in order to arrive at fair value.

Asset allocation is determined by the Directors who manage the distribution of the assets to achieve the investment objectives set 
out in note 1 ‘General’. Divergence from target asset allocations and the composition of the portfolio is monitored by the Directors.
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The Company is limited by the Prospectus as to the percentage of assets that may be invested into any one investment in order to 
diversify risk. The holding of such instruments results in exposure to market risk, credit risk and liquidity risk.

  Market Risk

of the investment portfolio. The risk management policy includes initial and subsequent due diligence reviews of all underlying 
investments of entities included within the portfolio.

Market Risk– interest risk
the prevailing levels of market interest rates on these investments.

Market Risk – currency risk
currency against another. 

The Company invests in Investee Funds which are denominated in US dollars.

The Investee Funds in which the Company invests have full discretion as to the currencies in whose shares their investments are 

Market Risk – Other Price Risk

The Company does not use sensitivity analysis to measure market risk. However, if the price of the underlying Investee 
Funds in the portfolio rose by 1%, the net asset value of the portfolio before deduction of borrowings would also rise by 
approximately 1% and vice versa.

The right of the Company to request redemption of its investments in Investee Funds ranges in frequency from daily to 
quarterly. 

Macro is one of the most classical hedge fund strategies. Portfolio Managers have a wide range of tools at their disposal 
including 

foreign exchange values. Positions tend to be thematic in nature, backed by rigorous economic research and political 
insight.

Multi-Strategy funds utilise a variety of investment strategies with the goal of generating a smooth return that is not reliant on 
one type of market condition to generate returns. In general the Aurum Funds invest in managers that are biased to our favoured 

arbitrage strategies.

Systematic encompasses a range of strategies that are all researched, developed and traded using quantitative methods. This will 
likely involve the use of computer algorithms, automated execution systems and vast types and amounts of data.



AURUM FORTRESS FUND LTD. Notes to the Financial Statements for the year ended 31 December 2016

Page 21 of 25

Market Risk – Other Price Risk (Continued)

31 December 2016

Strategy
Number 
of funds

Range of 
Net Asset Value of 

Investee Fund (US$m)

Weighted average of 
Net Asset Value of 

Investee Fund (US$m)
Fair value 

US$
% of Net 

Assets

Multi Strategy 4 4,546-21,860 11,810  7,641,180  55.51%
Macro 3 4,700-6,010 5,473  3,378,806  24.55%
Systematic 2 1,392-3,100 2,131  2,942,252  21.38%
Total 9  13,962,238  101.44%
Net other liabilities  (197,804)  (1.44%)
Total Net Assets  13,764,434  100.00%

31 December 2015

Strategy
Number 
of funds

Range of 
Net Asset Value of 

Investee Fund (US$m)

Weighted average of 
Net Asset Value of 

Investee Fund (US$m)
Fair value 

US$
% of Net 

Assets

Multi Strategy 6 3,566-17,610 9,267  9,700,735  65.74%
Macro 3 4,100-6,700 5,506  3,241,062  21.96%
Systematic 1 1,621 1,621  1,502,335  10.18%
Total 10  14,444,132  97.88%
Net other assets  312,373  2.12%
Total Net Assets  14,756,505  100.00%

Investments at fair value. 

The Company’s maximum exposure to loss from its interests in Investee Funds is equal to the total fair value of its investments in 
Investee Funds. Once the Company has disposed of its shares in an Investee Fund the Company ceases to be exposed to any risk 
from that Investee Fund. The Company’s investment strategy entails trading in Investee Funds on a regular basis. Total purchases 
of Investee Funds during the year ended 31 December 2016 were US$1,158,598 (31 December 2015: US$2,504,085). Total sales 
of Investee Funds during the year ended 31 December 2016 were US$2,328,602 (31 December 2015: US$6,236,568). As at 31 
December 2016, and 31 December 2015, there were no capital commitment obligations and no amounts due to Investee Funds 
for unsettled purchases.

During the year ended 31 December 2016 total net gain on investments in Investee Funds was US$688,110 (31 December 2015: 
US$1,178,005).

  Credit Risk and Other Price Risk

has entered into with the Company. Certain markets which may be traded by the Company or any Investee Funds in which the 
Company invests, for example the inter-bank market in currencies, the swaps market and the government securities market are 
“principal markets” in which they are fully subject to the risk of counterparty default.

Credit risk is managed by the Company through initial and subsequent due diligence reviews of all underlying investments, as 
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  Credit Risk and Other Price Risk (Continued)

The carrying amounts as at year end were:

December December
2016 2015
US$ US$

Securities sold receivable – 1,088,832
Other receivables 2,616 2,753

2,616  1,091,585

Credit risk arising on transactions with brokers relates to transactions awaiting settlement and cash collateral provided against 
open contracts. Risk relating to unsettled transactions is considered small due to the short settlement period involved and the high 

mitigate the risk.

Substantially all of the assets of the Company, including cash, are held by the Custodian. Bankruptcy or insolvency of the Custodian 
may cause the Company’s rights with respect to securities held by the Custodian to be delayed or limited. The Company monitors 
its risk by monitoring the credit quality of the Custodian used by the Company. The Custodian is a wholly owned subsidiary of 
Northern Trust Corporation. As at 31 December 2016, Northern Trust Corporation had a Long Term Rating from Standard and 
Poor’s of A+.

Depending on the requirements of the jurisdictions in which the investments of the Company are issued, the Custodian may 

The Board of Directors analyses and controls credit concentration based on the counterparty, industry and geographical location 

There are 5 individual investments which each exceed 10% of the net assets attributable to the holders of Participating Shares as 
at 31 December 2016 (31 December 2015: 5).

Liquidity Risk

At various times, the markets for some securities purchased or sold by the Company may be illiquid, making purchases or sales of 

investments at the value recorded in the Statement of Financial Position.

The liquidity of the underlying investments of the Company is reviewed monthly based on the marketability of those investments. 

the Company in managing liquidity risk during the year.

The Company considers that all of the investments, as at the Statement of Financial Position date, would have been realisable 
within 90 days of that date either through redemption or sale.

Participating Shares in the Company may be redeemed at the Net Asset Value per Participating Share on the dealing day immediately 
following the valuation day, being the last business day of each month, on at least three months notice to the Administrator. The 
Company endeavours to pay the redemption proceeds within 30 days of the redemption date.
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Liquidity Risk (Continued)

groupings based on the remaining period at the Statement of Financial Position date to the contractual maturity date:

As at 31 December 2016
1 - 3 3 months to

< 1 month months 1 Year Total
Liabilities US$ US$ US$ US$
Bank overdraft  163,832 – –  163,832
Investment Adviser fees payable  22,988 – –  22,988
Administrator fees payable  1,632 – –  1,632
Directors fees payable  2,500 – –  2,500
Audit fees payable – 6,899 – 6,899
Custodian fees payable  412 – – 412
Other payables  2,157 – – 2,157
Net assets attributable to holders of Participating Shares – – 13,764,424  13,764,424
Total Liabilities  193,521 6,899  13,764,424  13,964,844

As at 31 December 2015
1 - 3 3 months to

< 1 month months 1 Year Total
Liabilities US$ US$ US$ US$

 670,463 – –  670,463
 24,645 – –  24,645
 1,704 – –  1,704
 446 – –  446

2,631 – – 2,631
– 6,823 – 6,823

             2,500 – – 2,500
70,000––  70,000

– – 14,756,495  14,756,495

Bank overdraft
Investment Advisor fees payable
Administrator fees payable
Custodian fees payable
Other payables
Audit fees payable           
Director fees payable
Subscription to shares not yet allo
Net assets attributable to holders of Participating Shares
Total Liabilities  7 2,389 6,823  14,  15,535,707

Leverage

The Company may use overall leverage up to a maximum of 30% of the Company's total assets, without double counting, from 
time to time for general investment purposes or to facilitate redemptions.

During the year the maximum leverage utilised by the Company, measured at any one month end, was less than 5% (2015: less 
than 11%).

  11. Fair Value Measurement

The fair value hierarchy prioritises the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurement) and the lowest priority 
to unobservable inputs (level 3 measurement). 

Valuation techniques shall maximise the use of observable inputs and minimise the use of unobservable inputs. 
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  11.    Fair Value Measurement (Continued)

The three levels of the fair value hierarchy under IFRS 13 “Fair Value Measurement” are as follows: 

• Level 1: Quoted price (unadjusted) in an active market for an identical instrument;

• Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e. derived from 
prices). This category includes instruments valued using: quoted prices in active markets for similar instruments; quoted 
prices for identical or similar instruments in markets that are considered less than active; or valuation techniques for 

• 

on the instrument’s valuation. This category includes instruments that are valued based on quoted prices for similar 

the instruments.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that market participants use 

sources that are actively involved in the relevant market. The Company categorises Investee Funds into which the Company may 
invest that provide their own monthly net asset value at level 2 as not independently sourced albeit that the Company does not 
doubt such net asset value. 

not necessarily correspond to the Company’s perceived risk of that instrument.

1, includes all listed funds with regular independent quotes.

Financial instruments that trade in markets that are not considered to be active, but are valued based on quoted market prices, 

Forward Foreign Currency Contracts where the price is calculated internally using observable data and investments in Investee 
Funds.

hierarchy as at 31 December 2016.

Level 1 Level 2 Level 3 Total
US$ US$ US$ US$

Investee Funds    –    13,962,238    –    13,962,238
Financial assets at fair value through

   –    13,962,238    –    13,962,238

Level 1 Level 2 Level 3 Total
US$ US$ US$ US$

Investee Funds    –    14,444,132    –    14,444,132
Financial assets at fair value through

   –    14,444,132    –    14,444,132

There have been no transfers between levels 1, 2 or 3 assets held in either year.
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  11.    Fair Value Measurement (Continued)

measurement is required.

For the year ended 31 December 2016, and 31 December 2015, all other assets and liabilities, other than investments at fair value, 

was required.

The Company has received an undertaking from the Ministry of Finance of Bermuda, under the Exempted Undertakings Tax 

enacted, until 31 March 2035.

No events have occurred in respect of the Company subsequent to 31 December 2016 which would require revision or disclosure 
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