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HIGHFIELD FUND LTD.
Directors’ Report
The Directors have the pleasure to present the annual report and audited financial statements of Highfield Fund Ltd. (the
"Company") for the year ended 31 December 2020 as set out herein in respect of matters required by the Bermuda Stock
Exchange listing regulations.
At 31 December 2020 the Net Asset Value ("NAV") per Participating Share for each class was as follows:
NAV per Participating Share
Share Class

31/12/2020

31/12/2019

Restricted Share Class

US$170.84

US$144.55

Unrestricted Share Class*

US$106.76

–

* The Unrestricted Share Class shares were issued on 1 October 2020.
Dividends
No dividends have been declared during the year ended 31 December 2020 (2019: US$Nil) and the Directors do not recommend
the payment of any dividends for the year ended 31 December 2020 (2019: US$Nil).
Connected Parties
Transactions carried out with the Company by the Administrator, Bermuda Administrator, Investment Adviser, Depositary,
Directors and other connected parties ("connected parties") must be carried out as if negotiated at arm's length. Transactions
must be in the best interests of the Shareholders.
The Directors are satisfied all transactions with connected parties entered into during the year were conducted at arm's length
prices.
Details of related parties and related party transactions are disclosed in note 8 of the notes to the financial statements.
Market Review
The Restricted Share Class returned 18.19% for the year while the Unrestricted Share Class returned 6.76% for the three months
from inception to the end of the year.
The first quarter of 2020, and the year more broadly, will be remembered for decades to come. The tragic human cost associated
with Covid-19 and the economic impact caused by shutdowns in countries across the world have had, and will continue to
have, far-reaching implications. Following one of the most challenging market environments since 2008, the remaining nine
months of the year provided a number of opportunities for all strategies within the portfolio and the Company finished the
year strongly.
Within the multi-strategy allocation, performance during 2020 was not driven by any particular material trade or theme.
Following the sharp sell-off in risk assets during the first quarter, discretionary equity market neutral trading strategies
incorporating sector-specialist portfolio management trading teams made strong gains throughout the investor sentiment
rebound period that grew between the first and fourth quarters. The elevated level of volatility since the first quarter
provided a number of opportunities for these teams. Elsewhere, quant strategies performed reasonably well during the year,
particularly strategies that rely on shorter time horizon technical models. Fundamental models, however, underperformed.
Fixed income relative value strategies recovered well following the dislocation in spreads during March and produced modest
gains thereafter, while commodity trading themes were also additive.
Macro proved invaluable during the first quarter as gains from long fixed income in the US, UK, Canada, Japan, New Zealand and
China helped insulate losses elsewhere in the portfolio. The rebound in risk assets was profitable for directional macro funds.
Developed market strategies benefitted from curve steepening in the US and the UK, long euro and convergence between core
and periphery bond positioning were also profitable. Additionally, trends in oil, gold and silver added to gains.
The performance of systematic funds held in the portfolio as a whole was positive. Having been significantly impacted by
the aggressive deleveraging seen in the first quarter, statistical arbitrage strategies enjoyed a particularly noteworthy second
quarter and third quarter. These strategies are typically dependent on elevated levels of volatility and volume to be successful,
and these two quarters proved to be an exceptionally good environment for these strategies. Short term futures strategies
also performed well during increased levels of volatility.
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HIGHFIELD FUND LTD.
Directors’ Report (Continued)
Market Review (continued)
Event driven funds held in the portfolio during 2020 were impacted by the sharp deleveraging seen in March as deals sold
off indiscriminately and merger spreads widened to extreme levels. The recovery following that period was positive as most
deals eventually progressed to completion. Deal flow during the mid and latter parts of 2020 provided notable returns that
were generated from deals in the pharmaceuticals and technology industries in the US. The increase in popularity of special
purpose acquisition companies (SPAC’s) as a way for private companies to go public was an additional tailwind to performance,
while index rebalancing strategies were also additive in the latter half of the year.
Having navigated through March, the unprecedented fiscal and monetary responses of government and central banks across
the world has supported equity valuations and provided strong momentum for equity strategies. Both global and Japanesefocused funds protected capital during the first quarter, then capitalised on the “new normal” of remote working, as valuations
of IT services, electronic payments, and software security companies rerated dramatically over the year.
Outlook
The Company’s role is to identify investments that collectively protect capital and deliver a return stream that is not marketdependent or beta-driven. Ensuring the portfolio had a market neutral bias helped protect capital during the first quarter of
2020 and provided a solid base to be able to capitalise on a number of opportunities thereafter. Investing with managers that
have a variable net bias and can take some directionality allowed the portfolio to finish the year strongly and capture part of
the rally in risk assets as investor sentiment turned positive.
2020 is forever marked by the Covid-19 pandemic which continues to be the primary concern across the globe. While the rollout of the vaccine is underway in many countries, The Directors remains attentive to the continued uncertainty in markets and
believes its multi-manager portfolio is well positioned to successfully navigate 2021 and beyond
Environmental, Social and Governance (“ESG”)
The Directors, as part of the wider Aurum group, believe that environmental and social issues are important to any person
or entity. There is a misconception that human beings, businesses and economic systems are separate from such issues and,
therefore, incorporating these aspects is vital to good governance. Details of the philosophy and the approach taken to ESG by
the Directors, as part of the wider Aurum group, can be found at https://www.aurum.com/environmental-and-social/.
Covid-19
The Covid-19 pandemic has had and will continue to have, far reaching effects on the global markets and economies. The
Company continues to monitor the situation closely and will post any relevant updates on https://www.aurum.com/. The
Company's business continuity plans are robust and well tested, and have successfully withstood the impact to date and
shows positive signs for the future.
Thanks
We thank the Shareholders for their support and look forward to further opportunities for continued growth.
For and on behalf of Highfield Fund Ltd.

Director
16 March 2021
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HIGHFIELD FUND LTD.
Portfolio Statement
as at 31 December 2020

Sector Analysis

2020
Base Cost
(US$)

2020
2020
Fair Value % of Total Net
(US$)
Assets

2019
Base Cost
(US$)

2019
2019
Fair Value % of Total Net
(US$)
Assets

Multi-Strategy
Fund 1
Fund 2
Fund 3
Fund 4
Fund 5
Fund 6

28,618,535
9,502,345
5,207,871
6,254,753
4,145,853
2,507,713
1,000,000

36,293,526
12,242,416
8,334,167
6,044,339
5,114,688
3,474,172
1,083,744

44.03%
14.85%
10.11%
7.33%
6.20%
4.22%
1.32%

28,248,308
10,000,000
5,719,276
7,375,466
2,645,853
2,507,713
–

32,399,840
11,042,585
7,404,943
7,575,034
3,261,454
3,115,824
–

45.50%
15.51%
10.40%
10.64%
4.58%
4.37%
–

Macro
Fund 7
Fund 8
Fund 9
Fund 10
Fund 11
Fund 12

11,539,821
5,000,000
3,000,000
3,000,000
539,821
–
–

17,959,172
9,691,482
3,724,818
3,556,964
985,908
–
–

21.79%
11.76%
4.52%
4.31%
1.20%
–
–

18,219,721
5,000,000
3,000,000
3,033,507
1,271,187
2,915,027
3,000,000

22,162,973
6,296,834
3,046,500
3,052,062
2,333,008
4,605,087
2,829,482

31.12%
8.84%
4.28%
4.28%
3.28%
6.47%
3.97%

Systematic
Fund 13
Fund 14
Fund 15
Fund 16
Fund 17

8,219,151
3,714,368
2,000,000
2,000,000
504,783
–

14,330,475
8,015,399
2,691,377
2,654,892
968,807
–

17.38%
9.72%
3.26%
3.22%
1.18%
–

9,798,023
3,714,431
2,000,000
2,000,000
781,190
1,302,402

12,333,872
5,775,758
2,051,772
2,093,798
1,177,553
1,234,991

17.32%
8.11%
2.88%
2.94%
1.65%
1.74%

Equity Strategies
Fund 18
Fund 19

5,688,746
3,605,889
2,082,857

9,414,081
6,761,298
2,652,783

11.42%
8.20%
3.22%

2,427,740
2,427,740
–

3,818,011
3,818,011
–

5.36%
5.36%
–

Event Driven
Fund 20
Fund 21

6,000,000
3,000,000
3,000,000

7,703,315
4,056,786
3,646,529

9.34%
4.92%
4.42%

6,000,000
3,000,000
3,000,000

6,977,139
3,730,513
3,246,626

9.80%
5.24%
4.56%

60,066,253

85,700,569

103.96%

64,693,792

77,691,835

109.10%

5,451,405
91,151,974

6.61%
110.57%

1,507,174
79,199,009

2.12%
111.22%

(8,712,791)
82,439,183

(10.57%)
100.00%

(7,990,247)
71,208,762

(11.22%)
100.00%

Total Investments
Other assets
Total Assets
Other liabilities
Total Net Assets
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HIGHFIELD FUND LTD.
Independent Auditor’s Report to the Shareholders of Highfield Fund Ltd.
Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of Highfield Fund Ltd. (the “Company”) for the year ended 31 December 2020, which
comprise the Statement of Comprehensive Income for the year ended 31 December 2020, the Statement of Financial Position
as at 31 December 2020, the Statement of Cash Flows for the year then ended, and related notes to the financial statements,
including the summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
company as at 31 December 2020, its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRS”).
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 ethical requirements that are relevant to our audit of
the financial statements in Bermuda, together with the International Ethics Standards Board for Accountants Code of Ethics
for Professional Accountants (“IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with these
requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
statements of the current year. These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
Valuation of investments at fair value
Refer to the accounting policy in note 2 and to note 9 ‘Financial instruments and risk exposure’ to the financial statements.
The key audit matter
Valuation of investments at fair value

How the matter was addressed in our audit

The investments at fair value as at 31 December 2020 comprised
of investments into other funds. The valuation of these
assets is the key driver of the Company’s net asset value and
performance for the year. While the nature of the Company’s
investment does not require a significant level of judgement
because the underlying value of the fund is observable, due
to its significance in the context of the financial statements as
a whole, financial assets was identified as a risk of material
misstatement which had the greatest effect on our overall
audit strategy and allocation of resources in planning and
completing our audit.

Our audit procedures included, but were not limited to:
-- Documented the processes in place to record investment
transactions and to value the investments;
-- Obtained external confirmation of the valuation of the
investment in funds from their respective underlying fund
administrators or managers; and
-- Assessed whether the investment at fair value’s net asset
value was an appropriate approximation of fair value.
We noted no material exceptions arising from our audit
procedures.

Other Information
The Directors are responsible for the other information accompanying the financial statements. The other information
comprises the Directors and Service Providers, the Directors’ Report and the Portfolio Statement as at 31 December 2020, but
does not include the financial statements and related notes, and our Auditor’s Report thereon.
Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether that information is materially inconsistent with the financial statements or our knowledge obtained in the
course 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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HIGHFIELD FUND LTD.
Independent Auditor’s Report to the Shareholders of Highfield Fund Ltd. (Continued)
Respective responsibilities and restrictions on use
Responsibilities of the Directors for the Financial Statements
The Directors are responsible for the preparation and fair presentation of the financial statements in accordance with IFRS,
and for such internal control as the Directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
Directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.
The Directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
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. To the fullest extent permitted by law, we do not accept or assume responsibilities
to anyone other than the Company’s Shareholders as a body, for our audit work, for this report, or for the opinions we have
formed.

KPMG
Chartered Accountants, Statutory Audit Firm
1 Harbourmaster Place
International Financial Services Centre
Dublin 1
Ireland
16 March 2021
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HIGHFIELD FUND LTD.
Independent Auditor’s Report to the Shareholders of Highfield Fund Ltd. (Continued)
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:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
• 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
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our Auditor’s Report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our Auditor’s
Report. However, future events or conditions may cause the Company to cease to continue as a going concern.
• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
• We also provide 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.
• From those matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current year and are therefore the key audit matters. We describe
these matters in 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 reasonably be expected to outweigh the public interest benefits of such communication.
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HIGHFIELD FUND LTD.
Statement of Comprehensive Income
for the year ended 31 December 2020

2020
US$

note
Gains from financial assets at fair value through profit or loss
Net gain on investments

2, 9

Total revenue

2019
US$

15,588,761

6,534,737

15,588,761

6,534,737

15,588,761

6,534,737

Operating expenses
Incentive fees

3, 8

1,535,219

588,305

Investment Adviser fees

3, 8

764,093

699,866

8

30,000

30,000

Administrator fees

4, 8

28,428

29,484

Depositary fees

5, 8

17,984

18,904

8

16,624

19,239

8,764

7,537

2,401,112

1,393,335

13,187,649

5,141,402

148,828

123,120

148,828

123,120

13,038,821

5,018,282

Directors' fees

Other operating expenses
Audit fees
Total operating expenses
Operating profit before finance cost
Finance costs

7

Total finance costs
Change in net assets attributable to holders of Participating Shares resulting
from operations

The accompanying notes form part of these financial statements.
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HIGHFIELD FUND LTD.
Statement of Financial Position
as at 31 December 2020

note

2020
US$

2019
US$

Assets
Financial assets at fair value through profit or loss
Investments at fair value

2, 10

85,700,569

77,691,835

4,715,584

–

734,275

1,505,751

1,546

1,423

91,151,974

79,199,009

Financial assets at amortised cost
Securities purchased in advance
Securities sold receivable
Other receivables and prepaid expenses
Total assets
Liabilities
Financial liabilities at amortised cost
Bank overdraft

2, 7

Subscriptions to shares not yet allotted

5,222,649

6,730,023

3,060,000

957,000

Incentive fee payable

3, 8

337,342

209,361

Investment Adviser fees payable

3, 8

69,046

59,572

Audit fees payable
Other payables

8

Administrator fees payable
Directors fees payable
Depositary fees payable

9,032

7,624

7,488

20,211

4, 8

3,101

2,781

8

2,500

2,500

5, 8

1,633

1,175

Total liabilities (excluding amounts attributable to holders of Participating
Shares)

9

8,712,791

7,990,247

Net assets attributable to holders of Participating and Sponsor Shares

6

82,439,183

71,208,762

Net assets attributable to holders of Participating Shares

6

82,439,181

71,208,760

6

2

2

2

2

Equity
Net assets attributable to holders of Sponsor Shares
Total Equity

These financial statements were approved by the Directors on 16 March 2021 and signed on their behalf by:

Director
16 March 2021

Director
16 March 2021

The accompanying notes form part of these financial statements.
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HIGHFIELD FUND LTD.
Statement of Cash Flows
for the year ended 31 December 2020

2020
US$

2019
US$

13,038,821

5,018,282

(8,008,734)

(5,955,250)

Cash flows from operating activities
Change in net assets attributable to holders of Participating Shares
resulting from operations
Adjustment for
Change in financial assets at fair value through profit or loss
Finance costs

148,828

123,120

(3,944,231)

815,493

Changes in operating assets and liabilities
(Increase)/decrease in receivables
Increase in payables

139,493

211,897

–

594

1,374,177

214,136

(161,403)

(121,888)

Interest received
Net cash inflow from operating activities
Cash flows from financing activities
Finance costs
Subscriptions for shares

6,226,000

7,379,700

Redemption of shares

(5,931,400)

(7,366,917)

Net cash inflow/(outflow) from financing activities
Net increase in cash and cash equivalents

133,197
1,507,374

(109,105)
105,031

Cash and cash equivalents at the beginning of the year

(6,730,023)

(6,835,054)

Cash and cash equivalents at the end of the year

(5,222,649)

(6,730,023)

The accompanying notes form part of these financial statements.

Page 10 of 23

HIGHFIELD FUND LTD.

Notes to the Financial Statements for the year ended 31 December 2020

1. General
Highfield Fund Ltd. (the “Company”) was incorporated in Bermuda on 19 February 2010 under the Bermuda Companies Act 1981
as amended and acts as an investment company. The Company is listed on the Bermuda stock exchange.
The Company’s investment objective is to achieve long-term capital growth by investing either directly or indirectly through
selected funds or investment managers, in a strategically determined mix of global fixed income securities, equity securities,
derivative securities, currencies and other investment assets with an emphasis on long-term growth.
The Company may from time to time hold investments in collective investment schemes ("Investee Funds") that are advised
by Aurum MAM Fund Management Ltd. (the "Investment Adviser") and Investee Funds advised or managed by Aurum Fund
Management Ltd., and these Investee Funds are referred to as “MAM Funds”, "Aurum Funds" and "other Aurum Funds".
The audited financial statements were approved by the Board of Directors on 16 March 2021.
2. Significant Accounting Policies
The significant accounting policies which have been applied are set out below.
Statement of Compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRS") as issued
by the International Accounting Standards Board ("IASB").
Basis of Preparation
The financial statements have been prepared on a historical cost basis except for financial instruments classified at fair value
through profit or loss that have been measured at fair value.
The financial statements have been prepared on a going concern basis.
The functional currency of the Company is the US dollar as the Directors have determined that this reflects the Company's
primary economic environment. The presentation currency of the financial statements is also the US dollar. All amounts have
been rounded to the nearest US dollar.
New Standards and Interpretations Applicable to Future Reporting Periods
A number of standards and amendments to standards are effective for annual periods beginning after 1 January 2020 and
earlier application is permitted. The Company has not early adopted them in preparing these financial statements, however,
it is expected that they will have minimal effect on its financial statements.
The Directors have considered all the upcoming IASB standards and do not consider any to be of material relevance to the
financial statements of the Company.
Financial Assets and Financial Liabilities
Recognition and initial measurement
Purchases and sales of investments are recognised on the trade date, the date on which the Company commits to purchase
or sell the investment. Receivables are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Company becomes a party to the contractual provisions of the instrument.
A financial asset or financial liability is initially measured at fair value plus, for an item not at fair value through profit or loss
(“FVTPL”), transaction costs that are directly attributable to its acquisition or issue.
Classification and subsequent measurement of financial assets and financial liabilities
Financial Assets
On initial recognition, a financial asset is classified as measured at: amortised cost, at fair value through other comprehensive
income (“FVTOCI”) or at FVTPL.
The Company classifies its investments based on the contractual cash flow characteristics of the financial assets and the
Company's business model.
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as a FVTPL:
-

The asset is held within a business model whose objective is to hold assets to collect contractual cashflows; and
The contractual cash terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
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HIGHFIELD FUND LTD.

Notes to the Financial Statements for the year ended 31 December 2020

2. Significant Accounting Policies (Continued)
Financial Assets and Financial Liabilities (continued)
Classification and subsequent measurement of financial assets and financial liabilities (continued)
Financial Assets (continued)
A financial asset is measured at FVTOCI only if it meets both of the following conditions and is not designated as at FVTPL:
-

The asset is held within a business model whose objective is achieved by both collecting contractual cashflows and selling
financial assets: and
The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All other financial assets are classified as measured at FVTPL.
On initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at FVTOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch
that would otherwise arise.
The Company’s investment objective is achieved through capital appreciation arising from an actively managed portfolio of
Investee Funds involving Investee Funds being purchased and sold based on an evaluation of their performance on a fair
value basis. Each Investee Funds’ objective is to provide a capital return rather than cash flow generation. This results in the
Company’s business model bifurcating between Investee Funds held and Other Financial Assets:
-

Investee Funds held are classified as ‘Investments at fair value’ on the Statement of Financial Position because their
performance is evaluated on a fair value basis.
Other Financial Assets are included within ‘Financial assets at amortised cost’ on the Statement of Financial Position
because the Company has classified them as ‘Held to collect’ in accordance with IFRS 9. Other Financial Assets include
Investee Funds sold where the Company awaits receipt of cash proceeds from sale, cash paid to Investee Funds where the
Company awaits receipt of units and other operating receivables and prepaid expenses.

Financial Assets at FVTPL
The Company holds Investee Funds at a fair value of US$85,700,569 at 31 December 2020 (2019: US$77,691,835). These securities
are mandatorily classified as FVTPL, as the contractual cash flows are not solely principal and interest and therefore, are
measured at FVTPL.
As such, the Company classifies all of its investment portfolio as financial assets at FVTPL.
Financial Assets at Amortised Cost
These include securities purchased in advance, securities sold receivable and other receivables and prepaid expenses which
are held for collection. These are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest rate method, less provision for impairment. At each reporting date, the Company shall measure the loss
allowance on amounts due from broker at an amount equal to the lifetime expected credit losses if the credit risk has
increased significantly since initial recognition. If, at the reporting date, the credit risk has not increased significantly since
initial recognition, the Company shall measure the loss allowance at an amount equal to 12-month expected credit losses, or
shorter if the receivable is expected to settle in less than 12 months.
Significant increase in credit risk is defined by the Board of Directors as any contractual payment which is more than 30 days
past due.
The Company considers a financial asset to be in default when the financial asset is more than 90 days past due.
Financial Liabilities
The Company classifies its financial liabilities other than derivatives, as measured at amortised cost. Derivatives, if any, not
designated in a qualifying hedge relationship are mandatorily classified at FVTPL.
Offsetting
Financial assets and liabilities are offset and the net amount presented in the Statement of Financial Position when, and only
when, the Company has a legal right to set off the recognised amounts and it intends to either settle on a net basis or to realise
the asset and settle the liability simultaneously.
For the year ended 31 December 2020, and 31 December 2019, there were no financial assets or liabilities subject to enforceable
master netting arrangements or similar agreements which would require disclosure.
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2. Significant Accounting Policies (Continued)
Financial Assets and Financial Liabilities (continued)
Derecognition
A financial asset is derecognised when the Company loses control over the contractual rights that comprise that asset. This
occurs when the rights are realised, they expire or they are surrendered. A financial liability is derecognised when the obligation
specified in the contract is discharged, cancelled or it expires.
Participating Shares
Under IFRS, Participating Shares redeemable at the shareholder's option are classified as financial liabilities and the format of
the Statement of Financial Position reflects this in accordance with IAS 32 “Financial Instruments: Presentation”. The net assets
attributable to holders of Participating Shares are stated at the present value of the redemption amount on the reporting date
without discounting, which are measured at amortised cost.
Sponsor Shares
Sponsor Shares are classified as equity based on the substance of the contractual arrangements between the Company and
the Sponsor Shareholder and in accordance with the definition of equity instruments under IAS 32. The Sponsor Shareholder's
equity is stated at original cost.
Translation of Foreign Currencies
Transactions in currencies other than US dollar 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 prevailing on the reporting date. Foreign currency exchange differences related to investments at fair value through
profit or loss are included in Net gain on investments. All other differences are reflected in net profit for the year.
Net Gain on Investments
Net gain on investments includes all realised and unrealised fair value changes and foreign exchange differences, but excludes
interest.
Net realised gain on investments is calculated using the average cost method.
Interest Income
Interest income is recognised in the Statement of Comprehensive Income for all interest bearing instruments on an effective
interest rate yield basis.
Cash and Cash Equivalents and Bank Overdraft
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.
Significant Accounting Judgements and Estimates
The preparation of financial statements in accordance with IFRS requires management to make estimates, judgements and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amount of income and expenses during the year. Actual results could
differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the year in which an estimate is revised. The areas of estimates which have the most significant effect on the amounts
recognised in the financial statements are valuation of investments and involvement with unconsolidated structured entities
which are disclosed within note 9 ‘Financial Instruments and Risk Exposure’ and note 10 ‘Fair Value Measurement’.
Information about judgements made in applying accounting policies that have the most significant effects on the amounts
recognised in the financial statements is included in note 2 - determination of functional currency; and note 10 - Fair Value
Measurement.
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2. Significant Accounting Policies (Continued)
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 activities, a narrow and well-defined objective, such as to provide investment opportunities for investors
by passing on risks and rewards associated with the assets of the structured entity to investors, insufficient equity to permit
the structured entity to finance its activities without subordinated financial support and financing in the form of multiple
contractually linked instruments to 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
investment management objectives. The investments finance their operations by issuing redeemable shares and interests
which 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.
3. Investment Adviser and Incentive Fees
The Company pays the Investment Adviser an annual percentage fee (the "Investment Adviser Fee") and a performance related
fee in respect of the Company where certain performance criteria have been met (the "Incentive Fee"). Both the Investment
Adviser Fee and Incentive Fee are calculated 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, Depositary Fees, Directors' Fees, Audit Fees, Formation Expenses and Sundry Expenses each as incurred
with respect to the valuation period ending on such valuation point.
The Incentive Fee is equal to the number of Participating Shares in the Company multiplied by a percentage 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. The Base Date is the last valuation day
in the immediately preceding calendar year; 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.
The percentage fees applicable to the share class are as follows:
Share Class
Restricted Share Class
Unrestricted Share Class*

Investment Adviser Fee
1.00%
1.00%

Incentive Fee
10.00%
10.00%

* The Unrestricted Share Class shares were issued on 1 October 2020.
In order to avoid double charging, where the Company invests into other Aurum Funds, or MAM Funds, such investment will
be made into a class of shares that does not attract Investment Advisory or Incentive Fees. Where such a class is not available
those fees payable by the other Aurum Fund, or MAM Fund, will be rebated to the Company in proportion to its holding.
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$3,600 per month, will be no greater than
1/12 of 0.06% of the Net Asset Value of the Company and may be subject to reduction if the total Administrator Fees for all
other Aurum Funds exceed specified limits. In so far as the Company invests in other Aurum Funds, no fees will be payable
by the Company on 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 semiannually in arrears.
Where the Company invests into other Aurum Funds the amount so invested is removed from the Net assets attributable to
holders of Participating Shares of the Company when calculating the Administrator Fees.
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5. Depositary Fees
The Depositary 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 Depositary Fees for all other Aurum
Funds exceed specified limits. In so far as the Company invests in other Aurum Funds, no fees will be payable by the Company
on the amount so invested but the monthly minimum will remain applicable. Such fees are payable to the Depositary monthly
in arrears.
In addition to a monthly fee, the Depositary 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.
Where the Company invests into other Aurum Funds the amount so invested is removed from the Net assets attributable to
holders of Participating Shares of the Company when calculating the Depositary Fees.
6. Share Capital and Net Asset Value per Participating Share

December
2020
US$

December
2019
US$

2

2

Authorised share capital of US$0.002 par value per share
1,000 Sponsor Shares (presented as equity in accordance with IAS 32)
4,999,000 Participating Shares (presented as a liability in accordance with IAS 32)
Authorised share capital

9,998

9,998

10,000

10,000

All of the Sponsor Shares have been issued to and are beneficially owned by the Investment Adviser.
The Sponsor Shares carry the right to attend and vote at all general meetings of the Company without restriction and are
entitled to one vote for every Sponsor Share. 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.
The Participating Shares carry the right to notice of, and to attend, all general meetings of the Company but not to vote except
in certain circumstances that may seek to alter the Participating Shareholder’s rights or entitlements, in which event one
Participating Share carries the right to one vote and a fraction of a Participating Share carries the right to a fraction of one
vote. 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.
Number of Participating Shares
Restricted Share
Class
Opening as at 1 January 2020
Issued during the year
Redeemed during the year
Closing as at 31 December 2020

Unrestricted
Share Class*

492,613.59

–

25,712.78

408,137.07

(290,859.43)

–

227,466.94

408,137.07

* The Unrestricted Share Class shares were issued on 1 October 2020.
Number of Participating Shares
Restricted Share
Class
Opening as at 1 January 2019
Issued during the year

498,536.51
46,990.51

Redeemed during the year

(52,913.43)

Closing as at 31 December 2019

492,613.59
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6. Share Capital and Net Asset Value per Participating Share (Continued)
Sponsor
Shares

Restricted
Share Class

Unrestricted
Share Class*
US$

Total
CHF

Balance at 1 January 2020

2

71,208,760

–

71,208,762

Change in net assets attributable to holders of Participating
Shares resulting from operations

–

10,335,836

2,702,985

13,038,821

Subscriptions during the year

US$

US$

–

3,717,998

40,873,679

44,591,677

Redemptions during the year

–

(46,400,077)

–

(46,400,077)

Balance at 31 December 2020

2

38,862,517

43,576,664

82,439,183

Number of Participating Shares in issue

n/a

227,466.94

408,137.07

635,604.01

Net Asset Value Per Participating Share

n/a

170.84

106.76

n/a

Restricted
Share Class

Total

* The Unrestricted Share Class shares were issued on 1 October 2020.
Sponsor
Shares
US$

US$

US$

Balance at 1 January 2019

2

67,034,695

67,034,697

Change in net assets attributable to holders of Participating Shares resulting from
operations

–

5,018,282

5,018,282

Subscriptions during the year

–

6,522,700

6,522,700

Redemptions during the year

–

(7,366,917)

(7,366,917)

Balance at 31 December 2019

2

71,208,760

71,208,762

Number of Participating Shares in issue

n/a

492,613.59

492,613.59

Net Asset Value Per Participating Share

n/a

144.55

n/a

The subscriptions and redemptions presented in the tables above include switches between the Company's share classes to
the value of US$40,468,679 (2019: US$nil).
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.
The capital of the Company is represented by the net assets attributable to holders of Participating Shares. The amount of net
assets attributable to holders of Participating Shares can change significantly on a monthly basis, as the Company is subject
to monthly subscriptions and redemptions at the discretion of shareholders, as well as changes resulting from the Company’s
performance. The objective when managing capital is to safeguard the ability to continue as a going concern in order to
provide returns for shareholders and maintain a strong capital base to support the development of the investment activities.
In order to maintain the capital structure, the policy is to perform the following:
•

Monitor the level of monthly subscriptions and redemptions relative to the assets it expects to be able to liquidate within
the month.

•

Redeem and issue new Participating Shares in accordance with the constitutional documents.

The Board of Directors monitor capital on the basis of the value of net assets attributable to Participating Shareholders.
7. Bank Overdraft
The Company has an ongoing credit facility with The Northern Trust Company, an affiliate of the Administrator that is secured
over the portfolio of the Company. The facility limit is the lower of US$8m or 20% of Net assets attributable to holders of
Participating Shares. The Northern Trust Company is entitled to an annual fee (the "Facility Fee") of 0.45% of the maximum
facility made available to the Company and interest ("Interest Charges") at an annual rate of 1.5% above the Northern Trust
base rate of -1.25% (2019: 0.25%) on any overdrawn balances. The Facility Fee is payable quarterly in advance and US$36,000
(2019: US$36,000) was incurred by the Company during the year and is included in the Statement of Comprehensive Income
within Finance costs. The Interest Charges are incurred daily and are included in the Statement of Comprehensive Income
within Finance costs.
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8. Related Parties
In accordance with IAS 24 “Related Party Disclosures” the related parties of the Company are outlined below. Some parties,
who are connected as a result of key contracts, also have significant proximity to the operations of the Company and so are
also outlined below in order to comply with the substance of IAS 24.
The Company’s related and connected parties include the Directors, the Administrator and its affiliates, the Bermuda
Administrator, the Investment Adviser and the Depositary. Principal amounts incurred during the year, and amounts due as at
the Statement of Financial Position date, are clearly identified in the financial statements. Other amounts are outlined below.
Key Management Personnel
Mrs T Gibbons is a Director of the Investment Adviser. Mr M J Harvey and Mr A Hopkin are Directors of Continental Management
Limited, the Secretary, Directors of Continental Sponsors Ltd., the sponsoring broker on the Bermuda Stock Exchange,
Directors of Global Fund Services Ltd., the Bermuda Administrator and Directors of, and directly and indirectly hold shares in,
Aurum Fund Management Ltd. Mr A Sweidan is a Director of the Investment Adviser and hold shares directly and indirectly
in Aurum Fund Management Ltd. Mr D R Cottingham is a Director of, and directly and indirectly holds shares in, Aurum Fund
Management Ltd. Mr. A J Stent-Torriani is a director of the Investment Adviser and is a Director and Shareholder of Monaco
Asset Management S.A.M.
Aurum Fund Management Ltd. is also the sponsor, adviser and investment manager to a number of other investment companies
and the Directors of the Company and Aurum Fund Management Ltd. may serve as Directors of such companies. The Investment
Adviser owns all of the Sponsor Shares of the Company, and is itself owned 50% each by Aurum Fund Management Ltd. and
Monaco Asset Management. S.A.M.
Other Key Contracts
During the year, the Company had dealings with other Aurum Funds and funds in which the Investment Adviser had a significant
interest by reason of the direct and indirect ownership of the Sponsor Shares therein. The dealings were purchases or sales of
Investee Funds to or from other Aurum Funds and were conducted in order to balance the portfolio of investments, and those
dealings may be identified as follows:

Sales of Investee Funds to other Aurum Funds
Purchases of Investee Funds from other Aurum Funds

2020
US$

2019
US$

–

7,836,562

3,261,006

5,316,493

At the end of the year, there were no amounts due to or from such other funds (31 December 2019: US$Nil).
Participating shares held in other Aurum Funds and an Investee Fund managed by Monaco Asset Management S.A.M. are as
follows:
Units

Aurum Affinity Fund
Aurum Artisan Fund
Aurum Atlas Fund
Io Macro Fund Limited

6,254.75
9,218.25
953.60
49,055.30
65,481.90

Fair Value
2020
US$
6,044,339
12,242,416
1,083,744
9,691,482
29,061,981

Units

7,375.47
9,963.10
49,055.30
66,393.87

Fair Value
2019
US$
7,575,034
11,042,585
6,296,834
24,914,453

2020
US$

2019
US$

24,914,453

12,828,146

Purchase of shares in other Aurum Funds

1,000,000

10,375,466

Sales of shares in other Aurum Funds

(1,600,000)

Value of shares held in other Aurum Funds at 1 January

Movement in unrealised gain or loss on shares in other Aurum Funds
Realised loss on shares in other Aurum Funds
Value of shares held in other Aurum Funds at 31 December

4,765,896
(18,368)
29,061,981

–
1,710,842
–
24,914,453

During December 2020, the Company subscribed US$3,000,000 (2019: US$nil) for shares in Aurum Atlas Fund, another Aurum
Fund, which has been included within 'Securities purchased in advance' on the Statement of Financial Position. Those shares
will be issued during January 2021.
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8. Related Parties (Continued)
Other Key Contracts (continued)
Each transaction entered into with the Investee Fund was carried out at the Net Asset Value per Share at the applicable time
of the transaction, as reported by the Administrator.
During the year, the Company received services from related and connected parties over and above the principal services
identified separately in the financial statements. Expenses incurred are included within ‘Other operating expenses’ on the
Statement of Comprehensive Income while amounts outstanding are included within ‘Other payables’ on the Statement of
Financial Position:

Continental Management Limited
Continental Sponsors Ltd.
The Administrator

Other operating expenses
2020
2019
US$
US$
4,000
4,000
1,500
1,500
3,600
3,600

2020
US$
–
–
450

Other payables
2019
US$
–
–
450

Banking facilities are supplied by an affiliate of the Administrator, as outlined on page 16. Facility Fees and Interest Charges in
relation to the bank overdraft are included in the Statement of Comprehensive Income recorded within ‘Finance Costs’ while
interest received on positive cash balances is recorded within ‘Interest income’.
9. Financial Instruments and Risk Exposure
The Company, in the normal course of business, enters into investment transactions in financial instruments through
investments in Investee Funds. Financial instruments include investments, securities purchased in advance, securities sold
receivable, other receivables and prepaid expenses, bank overdrafts, subscriptions to shares not yet allotted, accrued expenses
and Participating Shares presented as financial liabilities.
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, investments in side pockets and any other significant factors.
At 31 December 2020, and 31 December 2019, 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.
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 Prospectus allows for the Company to leverage up to a maximum of 30% of the Company’s total assets.
The holding of such instruments results in exposure to market risk, credit risk and liquidity risk.
Market Risk
Market risk is the risk that the market price of the financial instrument will fluctuate due to changes in foreign exchange rates,
market interest rates, market factors specific to the security or its issuer or factors affecting all securities traded in the market.
All investments are recognised at fair value, and all changes in market conditions directly 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 of entities included within the portfolio. As a result, the paramount market risk factor for the Company is price
risk whereas any analysis of interest risk and currency risk becomes immaterial within that context.
Market Risk – interest risk; the Investee Funds do not pay interest, and as a result are subject to limited risk due to fluctuations
in the prevailing levels of market interest rates on these investments. The Company may be subject to interest risk in relation
to any cash balances held and overdraft facilities utilised. The Directors consider this risk to be immaterial because the
strategy of the Company is to remain as close to fully invested in Investee Funds as may be possible during the normal course
of business and any overdraft balances will only be utilised for favourable investment opportunities for a limited period of
time. Any interest rate risk sensitivity analysis would be immaterial and therefore is not performed.
Market Risk – currency risk; the risk that the value of a financial instrument may fluctuate due to changes in the price of one
currency against another.
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9. Financial Instruments and Risk Exposure (Continued)
Market Risk (continued)
The Investee Funds in which the Company invests are denominated in US dollars, therefore, there is no direct exposure to
currency risk. Those Investee Funds have full discretion as to the currencies in whose shares they invest are denominated.
However, performance fluctuations are manifested in the price of the Investee Fund meaning any currency risk sensitivity
analysis would be immaterial and is therefore not performed.
Market Risk – Other Price Risk
Other 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 investment or all factors affecting all instruments traded in the market.
Other price risk is mitigated by the Board of Directors constructing a diversified portfolio of investments traded on various
markets. 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 fair value of the portfolio of investments 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 weekly to
semi-annually. The Company invests across a broad range of fund managers, which have been classified under the following
investment strategies:
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 and MAM funds invest in managers that are
biased to our favoured strategies of systematic, macro, fixed income and equity trading but these managers may also hold
some allocation to credit and arbitrage strategies.
Macro is one of the most classical hedge fund strategies. Portfolio Managers have a wide range of tools at their disposal
including stocks, bonds, and derivatives, and seek to profit from movements in global interest rates, equity markets, commodity
prices, and foreign exchange values. Positions tend to be thematic in nature, backed by rigorous economic research and
political insight.
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.
Equity strategies involve the buying and selling of listed equities based on a wide range of varying opinions, research, and
forecasting techniques. The most common type is based on fundamental research based on company analysis (earnings
growth etc), although the presence of automatic and quantitatively based trading styles has proliferated in recent years.
Event driven strategies seek to exploit pricing inefficiencies in equities or bonds of companies that are created as a result of a
corporate action or an expected catalyst that will change the value of the underlying securities. These corporate actions may
relate to a merger, acquisition, spinout, bankruptcy or liquidation and usually adhere to a predetermined timetable of events.
Activist investing also falls under event driven and is a strategy in which the manager takes an active role in an invested
company to force through changes that will have an accretive effect on its valuation.
The table below reflects the exposure of the Company in unconsolidated structured entities to the above listed strategies as
at 31 December 2020:
31 December 2020

Strategy
Multi-Strategy
Macro
Systematic
Equity Strategies
Event Driven
Total
Net other liabilities
Total Net Assets

Number of
Investee Fund
Number
6
4
4
2
2
18

Range
US$m

Weighted average
Value of Investee
Funds
US$m

63-19,156
146-2,897
514-5,013
70-7,077
322-577

5,308
590
3,070
5,103
443

Fair value
US$

% of Net
Assets
%

36,293,526
17,959,172
14,330,475
9,414,081
7,703,315
85,700,569
(3,261,386)
82,439,183

44.03%
21.79%
17.38%
11.42%
9.34%
103.96%
(3.96%)
100.00%
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9. Financial Instruments and Risk Exposure (Continued)
Market Risk – Other Price Risk (continued)
31 December 2019

Strategy

Number of
Investee Fund
Number

Multi-Strategy
Macro
Systematic
Event Driven
Equity Strategies
Total
Net other liabilities
Total Net Assets

5
6
5
2
1
19

Range
US$m

Weighted average
Value of Investee
Funds
US$m

174-14,328
145-5,404
75-3,271
345-354
5,170-5,170

3,879
2,544
733
348
5,170

Fair value
US$

% of Net
Assets
%

32,399,840
22,162,973
12,333,872
6,977,139
3,818,011
77,691,835
(6,483,071)
71,208,762

45.50%
31.12%
17.32%
9.80%
5.36%
109.10%
(9.10%)
100.00%

The sum total of fair values shown in the above table are reflected in the audited Statement of Financial Position on page 9
as ‘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 2020 were US$5,761,006 (31 December 2019: US$30,691,959).
Total sales of Investee Funds during the year ended 31 December 2020 were US$13,191,738 (31 December 2019: US$31,272,811). As
at 31 December 2020, and 31 December 2019, there were no capital commitment obligations and no amounts due to Investee
Funds for unsettled purchases.
During the year ended 31 December 2020 total net gain on investments in Investee Funds was US$15,588,761 (31 December 2019:
US$6,534,737).
The Company has no commitments or intentions to provide financial support or other support to its structured entities.
As at 31 December 2020, and 31 December 2019, the Company did not hold any power over the relevant activities, or did not
hold more than 50%, of any structured entity based on the latest available net assets of those structured entities.
Credit Risk and Other Price Risk
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it
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
already stated. 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 exposure at the Statement of Financial
Position date. 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 were:

Securities sold receivable
Securities purchased in advance
Other receivables and prepaid expenses
Carrying amount representing credit risk exposure

December
2020
US$

December
2019
US$

734,275
4,715,584
1,546
5,451,405

1,505,751
–
1,423
1,507,174

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 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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9. Financial Instruments and Risk Exposure (Continued)
Credit Risk and Other Price Risk (continued)
Substantially all of the assets of the Company, including cash, are held by the Depositary. Bankruptcy or insolvency of the
Depositary may cause the Company’s rights with respect to securities held by the Depositary to be delayed or limited. The
Company monitors its risk by monitoring the credit quality of the Depositary used by the Company. The Depositary is a wholly
owned subsidiary of Northern Trust Corporation. As at 31 December 2020, Northern Trust Corporation had a Long Term Rating
from Standard and Poor’s of A+ (31 December 2019: A+).
The Company measures credit risk and expected credit losses using probability of default, exposure at default and loss given
default. The Directors consider both historical analysis and forward looking information in determining any expected credit
loss. At 31 December 2020, securities sold receivable, securities purchased in advance, and other receivables (if any) are held
with counterparties with a credit rating of A+ or are due to be settled within 3 months of the Statement of Financial Position
date. The Directors consider the probability of default to be close to zero as these instruments have a low risk of default and
the counterparties have a strong capacity to meet their contractual obligations in the near term. As a result, no loss allowance
has been recognised based on 12-month or less expected credit losses as any such impairment would be wholly insignificant
to the Company.
Depending on the requirements of the jurisdictions in which the investments of the Company are issued, the Depositary may
generally, without affecting its potential liability, use the services of one or more sub-depositaries.
The Board of Directors analyses and controls credit concentration based on the counterparty, industry and geographical
location of the financial assets that the Company holds.
There are 3 individual investments which each exceed 10% of the net assets attributable to the holders of Participating Shares
as at 31 December 2020 (31 December 2019: 3).
Liquidity Risk
Liquidity risk is the risk that difficulties may be encountered in meeting obligations associated with financial liabilities that
are settled by delivering cash or 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 securities at desired prices or in desired quantities difficult or
impossible.
As there is not always a recognisable market for the investments made by the Company, it may be difficult to deal in any such
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 diversification of the investment portfolio best reduces overall liquidity risk. No new arrangements have
been employed by the Company in managing liquidity risk during the year.
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 90 days notice to the
Administrator. The Company endeavours to pay the redemption proceeds within 30 days of the redemption date.
The table below analyses the contractual undiscounted cash flows of 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.
As at 31 December 2020
Liabilities
Bank Overdraft
Subscriptions to shares not yet allotted
Incentive fees payable
Investment Adviser fees payable
Audit fees payable
Other payables
Administrator fees payable
Directors fees payable
Depositary fees payable
Net assets attributable to holders of Participating Shares
Total Liabilities

< 1 month
US$

1-3
months
US$

3 months to
1 year
US$

Total
US$

5,222,649
–
337,342
69,046
–
7,488
3,101
2,500
1,633
–
5,643,759

–
–
–
–
9,032
–
–
–
–
–
9,032

–
3,060,000
–
–
–
–
–
–
–
82,439,181
85,499,181

5,222,649
3,060,000
337,342
69,046
9,032
7,488
3,101
2,500
1,633
82,439,181
91,151,972
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9. Financial Instruments and Risk Exposure (Continued)
Liquidity Risk (continued)
As at 31 December 2019
Liabilities
Bank Overdraft
Subscriptions to shares not yet allotted
Incentive fees payable
Investment Adviser fees payable
Other payables
Audit fees payable
Administrator fees payable
Directors fees payable
Depositary fees payable
Net assets attributable to holders of Participating Shares
Total Liabilities

< 1 month
US$

1-3
months
US$

3 months to
1 year
US$

Total
US$

6,730,023
–
209,361
59,572
20,211
–
2,781
2,500
1,175
–
7,025,623

–
–
–
–
–
7,624
–
–
–
–
7,624

–
957,000
–
–
–
–
–
–
–
71,208,760
72,165,760

6,730,023
957,000
209,361
59,572
20,211
7,624
2,781
2,500
1,175
71,208,760
79,199,007

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 11% (2019:
less than 11%).
10. 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.
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 which all significant inputs are directly or indirectly observable from market data; and

•

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments for which
the valuation technique includes inputs not based on observable data and the unobservable inputs have a significant
effect on the instrument’s valuation. This category includes instruments that are valued based on quoted prices for
similar instruments for which significant unobservable adjustments or assumptions are required to reflect differences
between the instruments.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that market participants
use to make valuation decisions, including assumptions about risk. Inputs 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 what
constitutes “observable” requires significant judgment by the Company. The Company considers observable data to be that
market data which is readily available, regularly distributed or updated, reliable and verifiable, not proprietary, and provided
by independent 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.
The categorisation of a financial instrument within the hierarchy is based upon the pricing transparency of the instrument and
does not necessarily 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.
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10. 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 supported by observable inputs are classified within level 2.
The fair value of investments in Investee Funds is determined using the unadjusted net asset value (Level 2 valuation). The
unadjusted net asset value is used when the units in an Investee Fund are redeemable at the reportable net asset value
at, or approximately at, the measurement date. If this is not the case, then the net asset value is used as a valuation input
and an adjustment is applied for lack of marketability or liquidity generally based on available market information (Level 3
valuation). This adjustment is based on management judgement after considering the period of restrictions and the nature of
the Investee Fund.
The following tables present the financial instruments carried on the Statement of Financial Position by level within the
valuation hierarchy under IFRS 13 “Fair Value Measurement” as at 31 December 2020 and 31 December 2019.
Financial assets at fair value through profit or loss at 31 December 2020
Level 1
US$

Level 2
US$

Level 3
US$

Total
US$

–

85,700,569

–

85,700,569

–

85,700,569

–

85,700,569

Financial assets at fair value through profit or loss at 31 December 2019
Level 1
US$

Level 2
US$

Level 3
US$

Total
US$

–

77,691,835

–

77,691,835

–

77,691,835

–

77,691,835

Investee Funds
Financial assets at fair value through
profit or loss at 31 December 2020

Investee Funds
Financial assets at fair value through
profit or loss at 31 December 2019

There have been no transfers between levels 1, 2 or 3 assets held in either year.
Details of the Company’s Investment Portfolio's maturity profile are disclosed in the Liquidity Risk note on pages 21-22.
For the years ended 31 December 2020 and 31 December 2019 all other assets and liabilities, other than investments at fair
value, whose carrying amounts approximate fair value would have been considered to be classified within Level 2 of the fair
value hierarchy.
The Company redeems and issues redeemable Participating Shares at the amount equal to the proportionate share of net
assets of the Company at the time of subscription or redemption, calculated on a basis consistent with that used in the financial
statements. Accordingly, the carrying amount of Net assets attributable to holders of Participating Shares approximates their
fair value. The shares are categorised into Level 2 of the fair value hierarchy.
11. 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 Bermuda income, profit, capital transfer or capital taxes, should such taxes
be enacted, until 31 March 2035.
12. Subsequent Events
No events have occurred in respect of the Company subsequent to 31 December 2020 which would require revision or disclosure
in these financial statements.
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