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Jacana Diversified Fund Ltd.

Directors’ Report

The Directors have the pleasure to present the audited anfiual accounts of Jacana Diversified Fund Ltd. (the
“Company™) for the year ended 31 December 2010 and report as set out herein in respect of matters required
by the Bermuda Stock Exchange listing regulations.

At 31 December 2010, the Net Asset Value per Participating Share was US$122.64 (2009: US$119.51).

No dividends have been declared for the year ended 31 December 2010 (2009: USSINiI) and the Directors do
not recommend the payment of any dividends for the year ended 31 December 2010 (2009: USENil).

Review

Jacana Diversified Fund Ltd returned 2.62% for the year ended 31 December 2010. The portfolio protected
capital during a period where equity markets and many hedge fund strategies fell substantially, Having been in
positive territory at the end of the first guarter, equity markets phmged in May and June. The MSCI World
Index was down 10.9% to 30 June 2010, when Jacana Diversified Fund Ltd was down -1.3%. The Fund saw
substantially imptoved returns in the second half of the year and ended the year with all strategies contribuling
to the positive performance. The strongest roturns came from the equity strategics that were boosted by the
year-end rally in risk assets.

Outlook

Jacana Diversified Fund Lid has returned a compound 2.23% annually since inception with annualised
volatility of 8.72%, The Fund remains invested in a diverse range of the high quality managers and we believe
it to be well positioned to continue generating solid positive returns through a wide variety of market
conditions.

Thanks

We thank the shareholders for their support and lock forward to further opportunities for continued growth,

&Du(ll&a/l{ Cottingham o

Director

3 May 2011
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Jacana Diversified Fund Ltd.

Independent Auditor’s Report to the Members of
Jacana Diversified Fund Ltd.

We have audited the accompanying financial statements of Jacana Diversified Fund Ltd. (the “Company™),
which comptise the Statement of Financial Position end Portfolio Statement as at 31 December 2010 and the
Statement of Comprehensive [ncome, Statement of Changes in Net Assets Attributable to Holders of
Participating Shares and Statement of Cash Flows for the year then ended, and a suminary of significant
accounting policies and other explanatoty notes.

This report is made solely to the sharehelders of the Company, as a body, in accordance with the terms of our
engagement, To the fullest extent permitted by law, we do not accept o assume responsibilily to anyone other
than the shareholders, as a body, for the audit work, for the report or for the opinion we have formed.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards, This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of finencial statements that are
free from material misstatements, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements hased on out audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
relevant ethical tequirements and plan and perform the audit to obtain reasonable assurance whether the
financiat statements are free of material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedutes selected depend on our judgment, including the assessment of the risks of
material missiatement of the financial statements, whether due to fraud or error. In making those risk
assessments, wo consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design andit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the cffectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial staternents.

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

Opinion

In our opinion, the Financial statements present fairly, in all material respects, the financial position of the
Company as at 31 December 2010 and its financial performance and its cash flows for the year then ended in
accordance with Internationa) Financial Reporting Standards.

A 17

KPMG
Chartered Accountants

1 Harbourmaster Place

International Financial Services Centre
Dublin 1

Ireland

3 May 2011



Jacana Diversified Fund Ltd.

Portfolio Statement as at 31 December 2010

Sector Analysis US$ % of Fund US§ % of Jund
Macro - Diversified 4,973,743 50.10
Fund 1 974,373 9.91

Fund 2 916,641 9.33

Fund 3 §21,923 8.36

Fund 4 500,000 5.09

Fund 5 495,131 5.04

Fund 6 484,224 493

Fund 7 457,090 4,65

Fund 8 274,361 279

Equity - Diversified 1,491,447 1517
Fund 9 986,142 10,03

Fund 10 504,225 513

Fund 11 1,080 0,01

Fquity - Heatthcare 222,297 226
TFund 12 172,403 1.75

Fund 13 49,894 (.51

Commaodlity - Diversified 553,189 5.63
Fund 14 553,189 5,63

Maulti Strategy - Diversified 1,317,096 13.40
Fund 15 898,945 9.15

Fund 16 418,151 4,25

Fixed Income - Diversified 648,781 6,60
Fund 17 648,781 6.60

Event Driven - Diversified 626,078 6.37
Fund 18 626,078 6,37

Sys tematic - Diversified 602,721 6.13
Fund 19 602,721 6.13

Total inves tments 10,385,352 105.66 10,385,352 105.66
Other assets 667 0.01
Total Assels 10,386,019 105,67
Other liabilities {(557,014) {(5.6T)
Net Assets 9,829,005 100.00

The accompanying notes form part of these financtal siatemenis.



Jacana Diversified Fund L.td.

Portfolio Statement as at 31 Decembei' 2009

Sector Analysis US$ % of Fund US$ % of Fund
Macro - Directional 3,613,404 37.05
Fund 1 907,300 9.30
Fund 2 814,941 8.36
Fund 3 633,485 6.50
Fund 4 494,230 5.07
Fund 5 479,304 491
Fund 6 284,144 2.91
Equity - Trading 1,910,043 19.59
Fund 7 867,538 8.89
Fund 8 546,702 5.61
Fund 9 472,725 4,85
Fund 10 23,078 0.24
Tiquity - Fundamental 768,077 7.87
Fund 11 460,208 4,78
Fund 12 270,548 277
Fund 13 31,321 032
Commodity « Trading 897,091 9.20
Fuad 14 466,984 4.19
Fund 15 430,107 441
Multi Strategy - Gemeral 896,903 9.20
Fund 16 497,076 5.10
Fund 17 399,887 410
Fixed Income - Viulti Strategy 582,241 5.97
Fynd 18 582,241 597
Event Driven - Multi Strategy 579,184 594
Fund 19 - 579,184 5.94
Systematic - Muld Strategy 326,782 3.35
Fund 20 326,782 335
Total inves tments 9,573,785 98.17 9,573,785 98.17
Other assets 208,380 2.14
Total Assets 9,782,165 100,31
Other liabilitics 29,959) (0.31)
Net Asscts 9,152,206 100,00

The accompanying notes Jorm par! of these financiel statements.



Jacana Diversified Fund Litd.

Statement of Comprehenswe Income for the year ended

31 December 2010
2009 Notes 2010
US$ Uss
Income from financial assets at fatr value through profit or loss 2
95,957 Netunteglised capital gain on investments 556,446
507,606 Net realised capital (loss)gain on invesiments (40,087)
603,563 Total income from financial assets at fair value through profit or loss 516,359
Expenses 2
199,355 Investment advisory fee 3 193,981
10,830 Administration fee 4 10,499
4,371 Custodian fee 5 4,171
327 Sub-custodian fec 172
30,000 Directors' fees 30,000
7,868 Audit fee 7,108
438 Net interest expense 2310
16,0890 Other oporating expenses 18,786
269,278 Operating expenses 267,027
Change in net assets attributable to holders of Partnclmtmg
334,285 Shares resulting from operations ' 249,332

The accompeanying notes form part of these financial stuiements.



Jacana Diversified Fund Ltd.

Statement of Financial Position as at 31 December 2010

2009 Notes 2010
US§ US$
Assets
Financial assets at fair value through profit or loss
9,573,785 Investments at fair value 2 10,385,352
Loans and receivables
207,797 Cash and cash equivalents 2 0
583 Other deblors 667
9,782,165 Total Assets 10,386,019
Liabilities
Financial liabilities measured at amortised cost
16286 Investment advisory fee 16417
1,506 Administration fee 1,503
352 Custodian fee ) 347
0 Bankoverdraft 2,7 528,341
11,815  Other payables 10,406
Total Lizbilities (excluding amounts attrilutable to holders of
29,959 Participating Shares) 557,014
Net Assets ativibutabie to holders of Participating and Sponsor
0,752,206 Shares 6 9,829,005
9,752,196 Net Asseis atiributable to holders of Participating Shares 3 9,828,995
10 NMet Assets attributable to holders of Sponsor Shares 6 10
$1,505.95 Participating Shares outstanding (number of shares) 6 80,143.38
119.51 Net Asset Value per Participating Share 8 122,64

These financial statements were approved by the Directors on 3 May 2011 and signed on their behalf by:

by o

*wM A

D.R. Cottingham

Director

‘,_%
C.C. Morris

Director

The accompanying notes form pari of these financial sialements.



Jaeana Diversified Fund Ltd.

Statement of Changes in Net Assets Attributable to Holders of
Participating Shares for the year ended 31 December 2010

Total

US§

Balance at 1 January 2610 9,752,196
Change in et assets attributable to holdess of participating shares resutting from opetations 249332
Redemptions during the year {172,533)
Balance at 31 December 2018 9,828,995
Balance at 1 January 2009 10,255,353
Change in net assets attributable to holdess of participating shares resulting from operations 334,285
Redemptions during the year (837442)
Balance at 31 December 2009 9.752,196

The accompanying noies form part of these financial stalements.



Jacana Diversified Fund Ltd.

Statement of Cash Flows for the year ended 31 December 2010

2009 2010
US$ US$

Cash flows from operating activities
Change in net assets attributable to holders of participating

334,285 shares resulting fiom operations 249,332
Adjustment for non cash items
(603,563) Met gain on investments (516,359}
Changes in operating assets and labilides '
(421) Increase in debtors (84)
(8,030) Decrease in ¢reditors {1,286)
277,729) Net cash used in operating activities {268,397)

Cash flows from investing activities

{10429,319) Purchase of investments (2,689,638}
6,242,757 Proceeds from sales of investments ‘ 2,394,430
{4,186,562) Net cash cutflow from investing activities (295,208)

Cash flows from finaneing activities

(837,442) Redemption of shares (172,533)
(837,442) Net cash ouiflow firom financing activities (172,533)
(5,301,733) Net decrease in cash and cash equivalents (736,138)
5,509,530 Cash and cash equivalents at the beginning of the year 207,797
207,797 Cash and cash equivalents at the end of the year (528,341)

Supplementary Information
{276} Net interest paid (2,310)

The accompanying noles form part of these financial statements,
10



Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010

General

Jacana Diversified Fund Ltd. (the “Company”) was incorporated in the British Virgin Islands as an open
ended Fund on 18 June 2001 and was re-domiciled to Bermuda on 1 December 2003 under the
Companies Act 1981 as amended and acts as an investment company.

The Company’s objective is to achieve long-term capital growith by investig either directly or indirectly,
fhrough selected funds or investment managers, in a strategically determined mix of global fixed income
securities, equity sccurities, derivative securities, currencies and other investment assets with an emphasis
on long-term: growth.

The andited financial statements were approved by the Board of Directors on 3 May 2011,
Principal Accounting Policies -

The principal accounting policies which ilave Dbeen applied are set out below.

Statement of Compliance

The financizl statements have been prepared in accordance with International Financial Reporting
Standards (1FRSs) and interpretations adopted by the Tnternational Accounting Standards Board (IASB),

Basls of Preparation

The financial statements are presented in the currency of the primary economic environment in which the
Company operates, which is the US doller, reflecting the fact that the redeemable Participating Shares are
issued in US doliars and the Company’s operstions are primarily conducted in US dollass. They are
prepated on & fair value basis for financial assets and financial liabilities at fair value through profit or
Toss. All other assets and liabilities are stated at amortised cost.

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

Changes in accounting policy and disclosures

During the year, the 1ASB approved amendments to a number of existing standards as a result of the
improvements project and issued soveral new standards. The objectives of the improvements project were
to reduce or eliminate alternatives, redundancies and conflicts within the standards, to deal with some
convergence issues and to make other improvements.

"The Directors are of the belief that there has been no material impact of these and other revised standards
on the current year’s financial statements.

There are a number of other IFRS and interpretations which were in issue but have not been applied in the
financial statements as they are not yet effective. The Divectors anticipate that the adoption of these
standards wili have no material impact on the financial statements of the Fund.

However, IFRS 9 (Financial Instruments) issued in November 2009 (IFRS 9 (2009)) will change the
classification of financial assets and liabilities. The standard is not expected to have an impact on the
measurement basis and classification of the financial assets since the majority of the Company’s financial
assets are measured af fair value through profit ot loss.

The standard s effective for annual periods beginning on or after 1 January 2013 subject to BU
endorsement. Barlier application is permitied. The Company does not plan to adopt this standard early.
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Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010

(continued) :
Principal Accounting Policies (continued)
Investments

The Company, on initial recognition, designates all investments as at fair value through profit or loss as,
in doing so, it results in more relevant information because the investments and velated Ijabilities are
managed as a group of financial assets and liabilities and performance is evaluated on a fair value basis
and reported to key management personnel on thai basis.

Investments in coliective investment schemes are recorded at the net asset value per share as reported by
the administrezots of such funds. Investment iransactions are recorded on a settlement date basis which is
the date of cash subscription of the investment or the date cash is received from redemption of an
investment, Realised capital gains and losses on investment transactions are determined on the weighted
average cost basis and are included in the Statement of Comprehensive Income. Unrealised capital gains
and losses from a change in the fair value of investments are recognised in the Statement of
Comprehensive Income,

The Company may invest in Funds advised by Aurum Jacana Fund Management Limiled (where such
Funds exist) and Funds advised by Aurum Fund Management Ltd., these Funds are referred to as “other
Aurum Jacana Funds” and “other Aurum Funds” respectively, The Company may also invest in Funds
advised by Jacana Fund Management Ltd. and these Funds are referred to as “Jacana Funds”,

Where administrators are unable to provide net asset value per share, the Directors make their own
assassment of value based on available information, In determining fair value, the Directots take into
consideration where applicable, the impact of suspensions of redemptions, Hquidation proceedings,
investments in side pockets and any other significant factors.

There were no instances wherein the administrator was unable to provide the net asset value per share or
that the Directors made any adjustments to the fair value. The disclosures of the risks of the funds are in
Note 10 “Financial Instruments and Risk Exposure”,

Under 1IFRS, Participating Shares are treated as a financial Hability and the format of the Statement of

-Financial Pasition reflects this position.

Translation of Foreign Currencies

Monetary assets and liabilities denominated in foreign currencics are translated into US dollars at
exchange rates in effect at the date of the financial statements, Transactions in foreign currencies are
translated into US dollars based on exchange rates on the date of the transaction.

Interest Income

Interest income is recognised in the Statement of Comprehensive Income for all interest bearing
ingtruments on an effective interest basis, :

Cash and Cash Equivalents

Cash and cash equivalents comprise cash balances held at banks together with bank overdrafts. The bank
overdrafts arc repayable on demand and form an integral part of the Company’s cash management
system.

Taxation

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

Exempted Undertakings Tax Protection Act, 1966 exempting the Company from income, profit, capital
transfer or capital taxes, should taxes be enacled, until 28 March 2016,



Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010
(continued)

Principal Accounting Policies (.continued)

Expenses

All expenses are recognised In the Statement of Comprehensive Income on an accrials basis,
Use of Estimates

The preparation of financial statements in accordance with IFRSs requites management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and Labilities at the date of the financial statements and the reported amounts of income and
expenses during the year. Actual results could differ from those estimates. :

* Derecognition of Financial Assets and Liabilities

A financial asset i3 derecognised when the Company Joses control over the contractual rights that
comptise that asset, This occurs when the rights are realised, expired or are surtendered, Assets that are
sold are derecognised and the corresponding receivables from the buyer for the payment are tecoghised as
at the settlement date. The Company uses the weighied average cost basis to determine the realised gain
or loss on derecognition. A financial liability is derecognised when the obligation specified in the contract
is discharged, cancellod or expires.

Investment Advisory Fee and Incentive Fee

The Company pays the Investment Advisor (i) a monthly fee of 0.16666% {equivalent to approximately
2% per annum) of the Net Asset Value of the Company as at refevant month-end; and (i) a monthly
incentive fee equal to 15% of the increase, if any, of the Net Asset Value of the Company as at the end of
each month (adjusted for subscriptions and rodenptions), over the Base Value of the Company adjusted
for subscriptions and redemptions, increased by a factor of 0.83333% (equivalent to approximately 10%
per annum) for each month (except in the case of subseriptions the first two months from subscription
date) that has expired since the Base Date (or later subscription or redemption date) or if higher the Net
Asset Value of the Company adjusied for subscriptions and redemptions on the last daie in respect of
which an incentive fee was paid. The Base Date is the 31 December immediately prior to the month end
and the Base Value is the Net Asset Value of the Company at that date. These fees are calculated before
all Tnvestment Advisor, Administrators and Custodian fees, Directors’ fees, andit fees, formation and
sundry expenses for the month concerned are deducted and are paid monthly in arrears. In so far as the
Company invests in other Aurum Jacana Funds or other Aurnm Funds, no fees will be payable on the
amount so invested, In so far as the Company invests in Jacana Funds, ne Investment Advisor fees will be
payable on the amaunt so invested. From 1 January 2010, for case of calculation, the Net Asset Value per
Participating Share is utilised for the caleulation of the incentive fee, if any, in place of the Net Asset
Value of the Company. This adjustment makes no material difference in the fee.

Bermuda Administrator, Registrar, Secreiary and Administrater Fees

The Company pays to the Secretary, Bermuda Administrator and Registrar and the Administrator and
Sub-Registrar {collectively the “Adminisirators™) an anmual fee of US$1,500 plus a monthly fee which,
subject to 2 minimum, will be no greater than 1/12 of 0.10% of the Net Asset Value of the Company.
These fees ate caleulaied before all fees payable to the Investment Advisor, Administrators and Custodian
fees, Directors® fees, audit fees, formation and sundry expenses for the month concerned are deducted and
are paid monthly in arrears and are subject to a US$2,000 minimum per month and may be subject to
reduetion if the total Administration Fees from Aurum refated Funds exceed specified limits. In so far as
the Company invests in other Aurum Jacana Funds or other Aurum Funds, no fees will be payable on the
amount so invested, but the minimum will remain applicable.

13



Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010
(continued)

Custodian Fee

The Company pays to the Custodian a monthly fee no greater than 1/12 of 0.05% of the Net Asset Value
of that part of the assets of the Company entrusted o the care of the Custodian. This fee is calculated
before all fees payable to the Investment Advisor, Administrators, Custodian and Directors, audit fees,
formation and sundry expenses for the month concerned are deducted and is paid monthly in arrears and
is subject to a US$1,000 minimum per month and may be subject to reduction if the folal Custodian Fees
from Aurum related Funds exceed specified limits. In addition, the Custodian shall receive from the
Company a transaction fee for each transaction conducted pursuant to the Custodian Agreement. In so far
as the Company invests in other Aurum Jacana Funds or other Aurum Funds, no fees will be payable on
the amount so invested, but the minimum will remain applicable.

Share Capital

December December
2010 2009
US$ Us$

Authorised share capital of US$0.01 par value per shate
1,000 Sponsoer Shares 10 10
4,999,000 Participating Shares 49900 49,990
‘ 50,000 50,000

All of the Sponsor Shares have been issued to and are beneficially owned by the Investment Advisor, The
Sponsor Shares do not carry the right to participate in the assets of the Company in & winding up, except
to the extent of repayment of per value paid in cash, nor in any dividends or other distribution of the
Company 50 long a3 any Participating Shares are in issue.

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 voling
powers of the Company and the holders of Participating Shares are entitled to receive notice of and attend
all general meetings of the members,

Number of Number of
Participating Shares Participating Shares
Opening at 1 January 2010 81,595.95  Opening at 1 January 2009 88,742.92
Redeemed during the year (1,452.57) _ Redecmed during the year (7,146.97)
Closing at 31 December 2010 $0,143.38  Closing at 31 Decenber 2009 81,595,935

14



Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010
' (continued)

6 Share Capital (continued)

Statement of Changes in S ponsor and Participating Shares

Sponser Participating Share Return alloeated
Shares Shares Premium  to Pariicipating
Shareholders ‘Total
UsSs Uss LIEL US§ USS$
Balance at 1 Jannary 2010 10 816 6,910,152 2,841,228 9,752,206
Change in net assets attributeble
_to holders of patticipating shares 249,332 249,332
Redemptions during the year (15) (172,518) {172,533)
Balance at 31 December 2010 10 801 6,737,634 3,090,560 9,829,005
Balance at 1 January 2009 10 887 7,747,523 2,506,943 10,255,363
Change in net assets attributable
to holders of participating shares 334,285 334,285
Redemptions during the year {71) (837,371} (837440
Balance at 31 December 2009 10 816 6,910,152 2,841,228 9,752,206

7  Bank Qverdrafi

The Company has a facility with Nerthern Trust (Guernsey) Limited and any outstanding bank overdraft
is secured over the portfolio of the Company.

8  WMet Asset Value per Participating Share
The Net Asset Value per Participating Share is calculated by dividing the net assets less the par value of

the Sponsor Shares included in the Statement of Financial Position by the number of Pariicipating Shares
in isgue at the year end.

December Decomber

2010 2009

Total Net Assets (US$) Less Par Value of Sponsor Shares 9,828,995 9,752,196
Tssued Participating Shares 80,143.38 81,595.55

Net Asset Value per Participating Share (UJSS) 122.64 119,51

9  Related Parties

The Company, Administrators, Investment Advisor, Custodian and Directors are related parties by virlue
of the material contracts in existence that sre outlined in notes 3 to 5.

Mr § A Morris, Mt D R Cottingham, Mr C C Morris and Mr A De Fay are directors of the Investment
Advisor. Mr § A Mortis, Mr D R Cottingham and Mr C C Morris are directors of Continental Sponsors
Ltd, the sponsoring broker ot the Bermuda Stock Exchange, are also directors of Global Fund Services
Ltd, the Bermuda Administrator, and are dizectors of Aurum Fund Management Ltd. Mt A Sweiden is 2
Vice President of Investments with Aurum Fund Management Lid, Messts S A Morris, D R Cottingham
and A Sweiden directly and indirectly own sharcs in Aurum Fund Management Litd.

15



Jacana Diversified Fund Ltd.

Notes to the Financial Statements for the year ended 31 December 2010

10

(continued)
Related Parties (continued)

Aututn Jacana Fund Management Limited is jointly owned and contralled by Aurum Fund Management
Lid. and Jacana Fund Management Ltd. The directors of the Company and Aurum Jacana Fund
Management Limited may serve as ditectors of a number of other investment companies. Aurum Jacana
Fund Maragetment Limited is [nvestment Advisor to, and owns all the Sponsor Shares of, the Company.
The directors have not held Participating Shares in the Company during the year (2009: Nil),

During the year, the Company had dealings with other Aurum funds and funds in which Aurum Fund
Management Ltd, had a significant interest by reason of the direct or indirect ownership of Sponsor
Shares therein and these dealings may be identified as follows:

2010 2009

US$ Us$
Sales of investments te such other funds 265,063 745,222
Purchases of investments from such other funds 0 3,254,069

At the end of the year, there were no emouris due fo or from such other funds (2009: USENID).
All dealings between all partics were at arm’s length prices,
Financial Instruments and Risk Exposre

The Company, it the normal course of business, entets into investment transactions in financial
instruments through investments in other finds. Financial instruments inclede investments, cash, interest
receivable, dividends receivable, subscriptions receivable, bank overdrafts, accrued expenses and
redemptions payable, The value of these financial instruments in the financial statements approximates
their fair value. '

Asset allocstion is determined by the board of directors who manage the distribution of the assets to
achieve the investment objectives set out in Note 1. Divergence from target asset allocations and the
composition of the portfolio is monitored by the board of directors. The Company. is limited by the
prospectus as to the percentage of assets that may be invested into any one investraent in order to
diversify risk, details of these percentages at the Statement of Financial Position date are outlined in the
Portfolio Statement on page 5.

The holding of such instruments gives exposure to market risk, price risk, currency rigk, credit risk and
Tquidiry risk.

Market Risk

Market rigk is the risk that the market price of the financial instrument will fluctuate due to changes in
foreign exchange rates, market intorest rates, market factors specific to the security or its issuer or factors
affoeting all securities traded in the market. All investments are recognised at fair value, and all changes
in market conditions direcily affect net income.

The Company’s market risk is managed by the Company within a rigorous risk management framework
including diversification of the investment portfolio, The risk management policy includes initial and
subsequent due diligence reviews of all underlying investments but it will be appreciated that the
Company does not normally have access Lo the detailed underlying investments of entities included in the
pottfolio, The Company does not use sensitivity analysis to measure market risk as this analysis is not
deemed to be meaningful due to the nature of the underlying investments. However, if the price of the
underlying funds in the portfolio rose by 1%, the net asset value of the portfolio before reduction of
borrowings would also rise by approximately 1%.
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10 Financial Instraments and Risk Exposure (continued)
Market Risk (continued)

Details of the Company's Investment Portfolio as at the Statement of Financial Position date are disclosed
in the Portfolic Statement on page 5 that highlights the percentage exposure to cach assel type.

Market Risk - Price Risk

Price risk is the risk that the value of an investment may fluctuate as a result of changes in market prices,
whether caused by factors specific to an individual invesiment or all factors affecting all instruments
traded in the market, As the majority of the Company’s investments are carried af fair vafue with fair
value changes recognised through the Statement of Comprehensive Income, all changes in market
conditions may directly affeci net income.

Investments in underlying funds are valued at the net asset values provided by such entities or their
administrators. These values may be unaudited or may themselves be estimates. In addition, these entities
or their adiinistrators may not provide values zt all of in a timely manner and, to the extent that values
are not available, those investments will be valued by the Directors using valuation techniques considered
to be appropriate to those investments. The Directors believe that the valuations used ara reasonable,

Price tisk is mitigated by the board of directors constructing a diversified portfolio of investments traded
on various markets. The diversity of investments is shown in the Portfolio Statement on page 5.

Mnarket Risk - Currency Risk
The Company invests in collective investment schemes which are denominated in U§ dollars.

The investment funds in which the Company invests have full discretion as to the cutrencies in whose
shares their invesiments are denominated, Consequently, performance of the underlying funds may be
subject to fluctuations in foreign curcency exchange rates. -

Credit Risk

Credit risk is the risk that a counterparty fo a financial instrument will fail to discharge an obligation or
commitnient that it has entered into with the Company. Cettain of the markets which may be traded by
the Company or any investment funds in which the Company invests, for example the inter-bank market,
in currencies, the swaps market and the gavernment securities market arc “principal’s 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 aiready stated, and the
exposure to eredit risk is reflected in the carrying amounts in the Portfolio Statement on page 5. The
diversification of the investment portfolio reduces the overall credit risk to the Company.

The carrying amounts of financial assets best represent the maximum credit risk expostre at the
Statement of Financial Position date as follows, This relates also to financial assets carried at amortised
cost, as they have a short<term to maturity.

The carrying amounts as at year end:

2010 2009

uss Us$

Investments 10,385,352 9,573,785
Cash and cash equivalents 0 207,797

Other receivables 667 583

Credit risk atising on transactions with brokers relates to transactions awailing seltlement and cash
collateral provided against open contracts. Risk relating to unsettled transactions is considered small due
to the short settlement period invoived and the high credit quality of the brokers used. The Company
monitors the credit rating and financial positions of the brokers used to further mitigate the risk.
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10 Financial Instraments and Risk Exposure (continued)
Credit Risk (continued)

Substantially all of the assets of the Company, Including cash, are held by the Custodian, Bankrupicy or
insolvency of the Custodian may cause the Company’s rights with respect to secutities 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 subsidiaty of Northern Trust
Corporation, As at 31 December 2010, Northern Trust Corporation had a Long Tetm Rating from
Standard and Poor’s of AA- denoting a very strong capacity to repay interest and principal.

Depending on the requirements of the jurisdictions in which the investments of the Company are issued,
the custodian may use the services of one or more sub - custodians,

The board of directors analyse credit concentration based on the counterparty, industry and geographical
Jocation of the financial assets that the Company holds.

Liquidity Risk

Liquidity risk is the risk that difficulties may be encountered in meeting obligations associated with
financial labilities that are seitled by delivering cash ot another financial asset,

At various times, the markets for some securities purchased or sold by the Company may be illiquid,
making purchases or sales of sccurities at desired prices or in desired quantities difficult or impossible.
As there is not always a recognisabic market for the investments made by the Company, it may be
difficult to deal in any such investments at the value recorded in at the Statement of Financial Position
dafe,

The liquidity of the underlying investments of the Company is reviewed monthly based on the
marketability of those investments, The diversification of the Investment Portfolic best reduces overall
Hquidity risk.

The Company considers that, as at the Statement of Financial Position date, all of the investments shown
in the Portfolio Statement on page 5 would have been realisable within 9¢ days of that date either through
redemption or sale, other than fands which have been partially sidepocketed or gated amounting to
18$106,619 (2000: US$31,321) of the net asset value.

Participating Shares in the Company may be redesined 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 90 days notice to the Administrator. The Company endeavours (o pay the redemption proceeds
within 30 days of the redemption date.

The table below analyses the Company’s financial liabilities into relevant maturity groupings based on
the remaining period at the Statement of Financial Position date to the contractual maturity date.

2010 3 Months
<1 Month 1-3 Months to 1 Year Total
Us$s Uss Us% UsS
Liabilities
Bank overdraft 528,341 - - 528,341
Investment advisoty fees payable 16,417 - - 16417
Administration fee payable - 1,503 - - 1,503
Custody fee payable 347 - - 347
Other payables 10,406 - - 10,406
Total Liabilities 557,014 - - 557,014
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10 Financial Instruments and Risk Exposure (continued)

1

2009 3 Months .
<1 Month 1 -3 Months to1 Year Total
USS Uss uss US§
Liabilities
Investment advisory fees payable 16,286 - - 16,286
Administration fee payable 1,500 - - 1,506
Custody fee payable 352 - - 152
Other payables 11,815 - - 11,815
Total Liabilitics 29,959 - - 29,959

All of the Company’s financial liabilities totalling US$557,014 (2009: US$29,959) are payable within
one monith of the Statement of Financial Position date.

Fair Value Measurement

The International Accounting Standards Board published Improving Disclosures about Financial
Instruments (Amendments to IFRS 7) in otder to improve the disclosure of how entities measure the fair
value of their financlal instruments, The disclosure requirements in 1IFRS 7 have been extended to
introduce a fair valuo hierarchy and enhanced Hquidity risk disclosures. The new disclosures are effective
for annual periods beginning on or after 1 January 2009

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 towest priority to unobservable inputs (level 3 measurements),
Valuation fechnigues shall maximise the vse of obsetvable inputs and minimise the use of unobservable
inputs.

The three levels of the fair value hierarchy under IFRS 7 are as follows:

o Level 1t Fair values that reflect unadjusted quoted prices in active markels (or identical assets or
liabilities that the Company has the ability to access at the measurement date;

s  Level 2: Fair values other than quoted prices included within level 1 that are observable for the asset
or liability either directly or indireetly; and

e Lovel 3: Fair values measured using inpuis for the asset or liability that are not based on observable
market data.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions thal
market participants use to make valuation decisions, including assumptions about risk, Inpats may
include price information, volatility statistics, specific and broad credit data, liquidity statistics and other
factors. A financial instrument’s level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. However, the determination of whal constitutes
“observable” requires significant judgment by the Company. The Company considers observable data fo
be that marlet data which is readily available, regularly distributed ot updated, rcliable and verifiable, not
proprietary, and provided by independent sources that are actively involved in the relevant market. The
Company categorises Funds inlo which the Company may invest that provide their own monthly net asset
value as level 2 as not independently soutced albeit that the Company does not doubt such net asset value.

The categorisation of a financial instrument within the hierarchy is based upon the pricing transparency of
the insteument and does not necessatily correspond to the Company’s perceived risk of that instrument.

Financial instruments whose values are based on quoted market prices in active markets, and are therefore
classified within level 1, includes all listed funds with regular independent quotes, The Investment
Advisor does not adjust the quoted price for such mstruments, even in situations where the Company
holds » large position and a sale could reasonably impact the quoted price.
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11 Fair Value Measurement (continued)

Financial instruments that trade in markets that are not considered to be active, but are valued based on
quoted market prices, dealer quotations or alternative pricing sources supporied by observable inputs are
classified within Jevel 2. These include certain Forward Foreign Currency Contracts where the price is
caleulated internally using observable data, .

As level 2 financial instruments include positions that are not traded in active markets and/or are subject
to transfor restrictions, valuations may be adjusted to reflect illiquidity and/or non-transferability, which
are generally based on available market information.

All other unquoted funds would be classified into level 3 category by default. Financial insttuments
classified within level 3 have significant unobservable inputs, as they trade infrequently or not at all.
Level 3 instruments, for example, would include Forward Foreign Currency Clontracts where the price has
been caloulated as part of an internal model using unobservable data. i

The disclosure required for financial instruments which are measured at fair value in the Statement of
Financial Position is as follows:

e the level in the fair value hicrarchy into which the fair value measutements are categorised in their
entirety;

s any significant transfers between fevel 1 and level 2 of the fair value hierarchy and the reasons for
those transfers; and

s for fair value measurements in level 3 of the hierarchy, a reconciliation from the beginning balances
to the ending balances. As well as highlighting purchases, sales, and gaing and losses, this
reconciliation will identify transfers into or out of level 3 and the reasons for those transfers.

The following table presents the financial instruments carried on the Statement of Financial Position by
leve! within the valuation hierarchy as at 31 December 2010,

Tinancial assets at falr value through profit or loss

At31 December 2010 Total Tewl 1 Eewel 2 Lewl 3

US$ Uss US§ US$
Collective Investment Schemes 10,385,352 - 10,278,733 106,619
Total 10,385,352 - 10,278,733 106,619

Financial assets at faiv value through profic or loss

At 31 December 2009 Total Lewl 1 Level 2 Level 3

USE Us$ Uss Uss
Collective Investment Schemes 9,573,785 - 9,542 464 31,321
Total 9,573,785 - 9,542,464 31,321

There have been ne transfers during the year hetween levels 1 and 2,
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(continued)

Fair Value Measurement (continued)

The reconciliation of fair value measurements in level 3 is set out below:

Level 3 financial assets at fair value through prafit or loss

At 31 December 2010 - Fonds Total
Uss Us$
Opening balance 31,321 31,321
Settlements ' (212,800) (212,800)
Total gains or losses included in gains on investments in
the Statement of Comprehensive Income
- on assets sold 212,800 212,800
- on-assets held at the end of the year 75,298 75,208
Closing balance 106,619 106,619
At31 December 2009 Funds Total
LIHS Uss
Opening balance 0 0
Transfers info level 3 31,321 31,321
Closing balance 31,321 31,321

Transfers into level 3 relate to investments side pocketed and gated during the year.

Subscequent Events

No events have occurred in respect of the Company subsequent to the year end that may be deemed

relevant to the accuracy of these financial statcments,
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