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SONS Investments Ltd 

Commentary of the directors  

Financial statements for the year ended 31 December 2020 

 
The directors present the audited financial statements of SONS Investments Ltd, (the “Fund”), for the 

year ended 31 December 2020. 

 

PRINCIPAL ACTIVITY 

 

The Fund is recognised as an Approved Fund under the Securities and Investment Business Act, 2010, 

as amended by the laws of the British Virgin Islands. The investment objective of the Fund is to 

achieve superior risk-adjusted real returns by investment in a range of listed and unlisted equities, 
bonds, commodities, derivatives, futures, mutual funds and related instruments. Any funds selected 

will offer a spread of investments across geographic regions and asset classes.  The Fund is authorised 

to issue 40,000 Class A Preference Shares, 9,000 Class B Ordinary Shares and 1,000 Management 
Shares. 

 

The Fund has issued 3,469 redeemable class A preference shares, which are listed on the Bermuda 

Stock Exchange (BSX). 

 

RESULTS 

 

The results for the year are shown in the accompanying financial statements and related notes. 

 

DIRECTORS 

 

The present membership of the Board is set out on page 1. 

 

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL 

STATEMENTS 

 

The Fund’s directors are responsible for the preparation and fair presentation of the financial 
statements, comprising the statement of financial position as at 31 December 2020, and the statements 

of profit or loss and other comprehensive income, statement of changes in equity and cash flows for 

the year then ended, and the notes to the financial statements, which include a summary of significant 
accounting policies and other explanatory notes, in accordance with International Financial Reporting 

Standards. 

 

The directors’ responsibility includes: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of these financial statements that are free from material 

misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies and 

making accounting estimates that are reasonable in the circumstances. 
 

The directors have made an assessment of the Fund’s ability to continue as a going concern and have 

no reason to believe that the business will not be a going concern in the year ahead. 
 

The directors have confirmed that they have complied with the above requirements and also considered 

the impact of COVID-19 in preparing the financial statements as disclosed in the note 16. 

 

AUDITORS 

 

The auditor, Baker Tilly, has expressed its willingness to continue in office until the next Annual 

Meeting. 
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INDEPENDENT AUDITOR’S REPORT 
To the Shareholders of SONS Investments Ltd   
 
Report on the Audit of the Financial Statements  
 
Opinion 
 
We have audited the financial statements of SONS Investments Ltd (the “Fund”) which comprise the statement of 
financial position as at 31 December 2020, and the statement of profit or loss and other comprehensive income, 
statement of changes in equity and statement of cash flows for the year ended and notes, comprising a summary 
of significant accounting policies. 
 
In our opinion, the accompanying financial statements on pages 7 to 44 gives a true and fair view of the financial 
position of the Fund as at 31 December 2020, and its financial performance and its cash flows for the year then 
ended in accordance with International Financial Reporting Standards (IFRSs). 
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements 
section of our report. We are independent of the Fund in accordance with the International Ethics Standards Board 
for Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”), and we have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 
 
Emphasis of Matter – Investments measured at fair value  
 
We draw attention to Note 5 of the financial statements which discloses that the Fund’s investments measured at 
fair value uses valuation techniques containing significant unobservable inputs and material estimates. Any change 
in the significant unobservable inputs and material estimates would change the fair value at year end materially. 
Our opinion is not modified in respect of this matter. 
 
Emphasis of Matter – COVID-19 
 
We draw attention to Note 16 of the financial statements concerning the impact of COVID-19 during the financial year 
ended 31 December 2020. COVID-19 was declared a pandemic by the World Health Organisation in March 2020 and 
there has been extreme volatility and limited liquidity in the financial markets, with many markets being subject to 
government intervention in 2020 as well as in early 2021. There are uncertainties related to events or conditions (the 
consequences of COVID-19) that may cast significant doubt upon the entity's ability to continue as a going concern. 
The consequences of COVID-19 might combine with other events or conditions to create a material uncertainty. 
Management expects that COVID-19 might have some impact, though not significant, for example, in relation to 
expected future performance, or the effects on some future asset valuations. Our opinion is not modified in respect of 
this matter.  
 
Emphasis of matter – Going concern 
 
We draw attention to Note 14 in the financial statements concerning the Fund’s ability to continue as a going concern. 
These financial statements have been prepared on a going concern basis. The validity of this assumption depends on 
the continued support of the shareholder to enable the Fund to meet its liabilities as and when they fall due to carry as 
its business without any curtailment in its operations. These financial statements do not include any adjustments that 
would result from non-availability of finance. 
  

1st Floor CyberTower One 
Ebène 72201, Mauritius 
 
T: +230 460 8800 
BRN: F07000610 
info@bakertilly.mu 
www.bakertilly.mu 



 

4 
Baker Tilly Alliance Associates trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the members of which are 
separate and independent legal entities. 

 
INDEPENDENT AUDITOR’S REPORT 
To the Shareholders of SONS Investments Ltd 
 

Report on the Audit of the Financial Statements (Continued) 
 

Key audit matters 
 

Key audit matters are those matters that in our professional judgement were of most significant in our audit of the 
financial statements of the current period. These matters were addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these 
matters. 
 

Valuation of unquoted financial assets at fair value through profit or loss. 
 

Refer to Notes 5 and 9(g) of the financial statements. 

 
 

 
 
  

 
The key audit matter 
 

 
How the matter was addressed in our audit 

The financial assets at fair value through 
profit or loss consist of an unquoted 
investment in CG Industrial Holdings Ltd and 
represented 97% of the Fund’s total assets 
at year end. This investment is the main 
driver of the Fund’s Performance. 
 
The valuation of unquoted investment 
involves significant judgement by 
management with respect to: 

• determining whether a modified 
market approach using traded 
EBITDA and profit multiples and 
dividend yield is the appropriate 
valuation techniques to be used; and 

• the selection of suitable multiples of 
comparable public companies to be 
included in the valuation. 
 

Considering the significant judgement 
involved and the magnitude and significance 
of the balance in the financial statements, the 
valuation of financial assets at fair value 
through profit or loss required significant 
auditor’s attention and was thus considered 
a key audit matter. 

Our audit procedures performed included amongst others: 

• We assessed the appropriateness of the valuation 
techniques used by management by considering 
the nature of the business of the investee and the 
industry practice for valuing such types of business. 
 

• We challenged the use of the EBITDA and profit 
multiples in the valuation and key underlying 
financial date inputs by comparing and 
benchmarking them to external market sources and 
the investee Fund’s financial statements. 
 

• We have re-assessed the Dividend Yield used in the 
valuation by benchmarking the assumptions to 
external market sources. 
 

• We re-performed the calculation of the value of 
financial assets at fair value through profit or loss at 
period end by using the tested assumptions and key 
financial data inputs adjusted for the percentage 
holding in the investee company. 

 

• The percentage holding in the investee company 
was agreed to the investment confirmation received 
from the investee company.  
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INDEPENDENT AUDITOR’S REPORT 
To the Shareholders of SONS Investments Ltd 
 

Report on the Audit of the Financial Statements (Continued) 
 

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

The directors are responsible for the preparation and fair presentation of the financial statements in accordance 
with IFRSs 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 Fund’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 Fund or to cease operations, or have no realistic alternative but to do so. 
Those charged with governance are responsible for overseeing the Fund’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. 
 
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 
Fund’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 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 Fund’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 Fund 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. 
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INDEPENDENT AUDITOR’S REPORT 
To the Shareholders of SONS Investments Ltd 
 
Report on the Audit of the Financial Statements (Continued) 
 
Other information 
 
The Directors are responsible for the other information. The other information comprises the corporate information 
and commentary of the directors. 
 
Our opinion on the financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements, or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have 
performed, 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. 
 
 
 
 
 
Baker Tilly  

 

 
 
Date:  22 November 2021 
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SONS Investments Ltd 

Statement of profit or loss and other comprehensive income 

For the year ended 31 December 2020 

 

  
2020 2019 

 Notes USD USD 

  
 

 

INCOME  
 

 
Net unrealised (loss)/gain from financial assets at    

FVTPL  5 

 

(23,744,240) 

 

13,624,538 

Dividend income  - 4,823,566 
Interest income  25,874 23,342 

Net foreign exchange gain  121,444 11,176 

Management fee write down 7 2,723,722 - 

Net income  (20,873,200) 18,482,622 

    

EXPENSES  
  

Expected credit loss 9 1,349,705 - 
Administration fees  24,000 24,000 

Audit fees  7,900 - 

Dividends paid  - 3,420,050 

Investment management fees 7 - 874,000 

Bank charges  - 312 

Registration fees  - 1,100 

Total expenses  1,381,605 4,319,462 

  
  

(Loss)/profit before taxation  (22,254,805) 14,163,160 

  
  

Taxation 3(e) - - 

    

(Loss)/profit for the year  (22,254,805) 14,163,160 

  
  

Other comprehensive income for the year, net of tax  
- - 

    

Total comprehensive income 
 

 

(22,254,805) 

 

14,163,160 

  
  

Basic and diluted earnings per share (USD) 13 - - 

  
  

 

 
 

 

 
 

 

 

 
 

 

 
 

The notes on pages 11 to 44 form an integral part of these financial statements. 



22 Nov2021
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SONS Investments Ltd 
Statement of changes in equity 

For the year ended 31 December 2020 

 
   

Management 

     Allocation of 

earnings to 

class B 

 (Accumulated 

losses)/retained 

  

  Shares  Class A  Class B  shares  earnings  Total 

  USD  USD  USD  USD  USD  USD 
2020                    
             
Opening balance 

as at 01 January 

2020 

  

100 

  

34,600,000 

  

9,000 

  

10,347,947 

  

18,438,936 

  

63,395,983 

             

Total 

comprehensive 

income 

 -  -  -  -  (22,254,805)  (22,254,805) 

             

Balance as at 31 

December 2020 

  

100 

  

34,600,000 

  

9,000 

  

(10,347,947) 

  

(3,815,869) 

  

41,141,178 

 

 
2019             
             
Opening balance 
as at 01 January 
2019 

  
100 

  
36,000,000 

  
9,000 

  
207,260 

  
14,416,463 

  
50,632,823 

             

Redemption of 
shares 

 -  (1,400,000)  -  -  -  (1,400,000) 

             
             
Total 
comprehensive 
income 

 -  -  -  10,140,687  4,022,473  14,163,160 

             

Balance as at 31 
December 2019 

  
100 

  
34,600,000 

  
9,000 

  
10,347,947 

  
18,438,936 

  
63,395,983 

 

 

 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 

 
 

 

 
 

The notes on pages 11 to 44 form an integral part of these financial statements. 
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SONS Investments Ltd 

Statement of cash flows 

For the year ended 31 December 2020 

 

 

  

 
  

 2020 2019 

 Notes USD USD 

  
 

 
Cash flows from operating activities  

 
 

(Loss)/Profit before taxation  (22,254,805) 14,163,160 
    

Adjustment for:    

Net unrealised loss/(gain) from financial asset at 

FVTPL 
5 23,744,240 (13,624,538) 

Management fee write down 7 (2,723,722) - 

Expected credit loss  1,349,705  
  115,418 538,622 

    

Changes in working capital    

Change in accruals and payables 8 (26,557) 891,167 

Change in other receivables  - 100 
Changes in amount due from related parties  (5,917) 7,833 

Changes in loans receivable   (80,343) - 

Net cash from operating activities  2,601 1,437,722 

    

    

Cash flow from investing activities    

    

Loan advanced   11 (c ) (619,101) (1,269,362) 

Net cash used in investing activities (619,101) (1,269,362) 

 

  
  

Cash flow from financing activities    

Redemption of class A preference shares 10 - (1,400,000) 

Net cash used in financing activities - (1,400,000) 

    

Net decrease in cash and cash equivalents  (616,500) (1,231,640) 

Cash and cash equivalents at beginning of year 2,206,864 3,438,504 

Cash and cash equivalents at 31 December 1,590,364 2,206,864 

   

Cash and cash equivalents comprise of:   

Cash at bank 1,590,364 2,206,864 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

The notes on pages 11 to 44 form an integral part of these financial statements. 
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SONS Investments Ltd 
Notes to the financial statements 

For the year ended 31 December 2020 

 

1. REPORTING ENTITY 

 

SONS Investments Ltd (the “Fund”), was incorporated in British Virgin Islands (BVI) on 5 May 2016. 

The registered office of the Fund is at Coastal Building, Wickham’s Cay II, P. O. Box 2221, Road 
Town, Tortola, British Virgin Islands. The Fund is an “Approved Fund” within the meaning of the 

Securities and Investment Business Act, 2010 (as amended and including the Mutual Funds Regulations, 

2010 and any other regulations made under this Act) (SIBA). According to the prospectus of the Fund, 
the Fund may only issue shares to persons who are “Professional Investors” within the meaning of SIBA 

and the minimum subscription per investor in the Fund shall not be less than USD 100,000 or its 

equivalent in another currency.  The Fund is authorised to issue 40,000 Class A Preference Shares, 

9,000 Class B Ordinary Shares and 1,000 Management Shares. 
 

The Fund has issued 3,469 redeemable class A preference shares, which are listed on the Bermuda Stock 

Exchange (BSX). 
 

The objective of the Fund is to achieve excellent absolute returns on its investment capital as well as to 

preserve this capital in times of declining markets. 
 

The Investment Manager, CG Management Services Ltd., will supervise and assist in the management 

of the Fund. 

  
2. BASIS OF PREPARATION 

 
(a) Statement of compliance 

 
The financial statements as at and for the year ended 31 December 2020 have been prepared in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International 

Accounting Standards Board (IASB). 

 

These financial statements are special purpose and there is no statutory requirements for the Fund to file 
its financial statements in British Virgin Islands. These financial statements have been prepared for the 

sole purpose of providing financial information to its shareholders. 

 
Details of the Fund’s accounting policies are included in Note 3. 

 
(b) Basis of measurement 

 
The financial statements are prepared on the going concern basis using the historical cost convention, 
except for financial instruments at fair value through profit or loss which are carried at the fair value as 

disclosed in the accounting policies thereafter. 

 

Management concluded that the Fund meets the definition of an investment entity under IFRS 10 
Consolidated financial statements as the Fund is allowed to obtain capital from more than one investor, 

invests solely for returns from capital appreciations and measures and evaluates the performance of all 

its investments on a fair value basis. As a result, the Fund’s accounting policy is to measure all its 
investments at fair value through profit or loss.  

 
(c) Functional and presentation currency 

 
These financial statements are presented in United States Dollars (“USD”), which is the Fund’s 
functional currency. All financial information presented in USD has been rounded to the nearest unit 

except when otherwise indicated. 
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SONS Investments Ltd 
Notes to the financial statements 

For the year ended 31 December 2020 

 

2. BASIS OF PREPARATION (CONTINUED) 

 

(c) Functional and presentation currency (Continued) 

 
‘Functional currency’ is the currency of the primary economic environment in which the Fund 

operates. Management considers the USD as the currency that most faithfully represents the 

economic effects of the underlying transactions, events and conditions.  
 

The primary objective of the Fund is to generate returns in USD, its capital raising currency. The 

liquidity of the Fund is managed on a day-to-day basis in USD in order to handle the issue, 

acquisitions and resale of the Fund’s redeemable participating shares and the Fund’s performance 
is evaluated in USD. 

 

(d) Use of estimates and judgements 

 
In preparing these financial statements, management has made judgements, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets, 
liabilities, income and expenses. Actual results may differ from these estimates.  Estimates and 

underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised 

prospectively. 
 

(i) Judgements 
 

Going concern 
 

The Fund's management has made an assessment of the Fund's ability to continue as a going 

concern and is satisfied that the Fund has the resources to continue in business for the foreseeable 
future. Furthermore, management is not aware of any material uncertainties that may cast doubt 

upon the Fund's ability to continue as a going concern except for the item disclosed in Note 14. 

Therefore, the financial statements continue to be prepared on the going concern basis. 

 
Management also has considered the consequences of COVID-19 and other events and 

conditions, and it has determined that they do not create material uncertainty that casts significant 

doubt upon the entity’s ability to continue as a going concern. 
 
 

Functional currency 
 

The Fund’s primary capital-raising currency is the United States Dollar (“USD”) and the Fund’s 

performance and liquidity are evaluated and managed in USD. Therefore, the Fund considers the 
USD as the currency that most faithfully represents the economic effects of the underlying 

transactions, events and condition. 

 
 

Investment entity 
 

Management concluded that the Fund meets the definition of an investment entity under IFRS 10 

Consolidated financial statements as the Fund is allowed to obtain capital from more than one 
investor, invests solely for returns from capital appreciations and measures and evaluates the 

performance of all of its investments on a fair value basis. As a result, the Fund’s accounting 

policy is to measure all its investments at fair value through profit or loss. (“FVTPL”) 
 

 

 
 

 

 

 



 

13 

 

SONS Investments Ltd 
Notes to the financial statements 

For the year ended 31 December 2020 

 

2. BASIS OF PREPARATION (CONTINUED) 

 

(d) Use of estimates and judgements (Continued) 
 

(i) Judgements (Continued) 
 

Expected Credit Loss 
 

The loss allowances for financial assets are based on assumptions about risk of default and expected loss 

rates. The Fund uses judgement in making those assumptions and selecting the inputs to the impairment 
calculation, based on the Funds’s past history and existing market conditions, as well as forward-looking 

estimates at the end of each reporting period. 
 

(ii) Assumption and estimation uncertainties 
 

Information about critical estimates and assumptions in applying accounting policies that have the most 

significant effect on the amount recognised in the financial statements is included in the following notes 

or accounting policies: 
 

• Notes 2(e), and 9 (g) on fair value of financial instruments. 
 

 (e) Measurement of fair values  
 

‘Fair values are the price that would be received to sell an asset or paid to transfer a liability on an 
orderly transaction between the market participants at the measurement date in the principal or, in its 

absence, the most advantageous market to which the Fund has access at that date. The fair value of a 

liability reflects its non-performance risk. 

 
When available, the Fund measures the fair value of an instrument using the quoted price in an active 

market for that instrument. A market is regarded as active if transactions for the asset or liability take 

place with sufficient frequency and volume to provide pricing information on an ongoing basis. The 
Fund measures instruments quoted in an active market at a mid-price, because this price provides a 

reasonable approximation of the exit price. 

 
If there is no quoted price in an active market, then the Fund uses valuation techniques that maximise the 

use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation 

technique incorporates all of the factors that market participants would take into account in pricing a 

transaction. 
 

The Fund recognises transfers between levels of the fair value hierarchy as at the end of the reporting 

period during which the change has occurred. 
 

The Fund has an established control framework with respect to the measurement of fair values.   
 

The Board of directors regularly reviews significant unobservable inputs and valuation adjustments.  If 

third party information, such as broker quotes or pricing services, is used to measure fair values, then the 
Board of directors assesses the evidence obtained from the third parties to support the conclusion that 

such valuations meet the requirements of IFRS, including the level in the fair value hierarchy in which 

such valuations should be classified. 

 
When measuring the fair value of an asset or a liability, the Fund uses market observable data as far as 

possible. Fair values are categorised into different levels in a fair value hierarchy based on the inputs 

used in the valuation techniques as follows: 
 

Level 1: quoted market prices (unadjusted) in an active market for an identical assets or liabilities. 
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SONS Investments Ltd 
Notes to the financial statements 

For the year ended 31 December 2020 

 

2. BASIS OF PREPARATION (CONTINUED) 

 

(e) Measurement of fair values (Continued) 

 
Level 2: Other significant observable inputs, either directly (i.e. as prices) or indirectly (i.e. derived 

from prices). This category may include instruments valued using: quoted market prices in 

active market for similar instruments; quoted prices for identical or similar instruments in 
markets that are considered less than active; or other valuation techniques where all 

significant inputs are directly or indirectly observable from market data. 

 

Level 3:  Valuation techniques using significant unobservable inputs. This category can include all 
instruments where the valuation technique includes inputs which are 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 
where significant unobservable adjustments or assumptions are required to reflect the 

differences between the instruments.  

 

If the inputs used to measure the fair value of an asset or a liability might be categorised in different 

levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the 

same level of the fair value hierarchy as the lowest level input that is significant to the entire 

measurement. 
 

The Fund recognises transfers between levels of the fair value hierarchy at the end of the reporting 

period during which the change has occurred. 
 

Further information about the assumptions made in measuring fair values is included in Note 9 (g). 

 

3.  SIGNIFICANT ACCOUNTING POLICIES  

 
The accounting policies set out below have been applied consistently in these financial statements by 

the Fund. 
 

(a) Financial instruments 

 

(i) Recognition and initial measurement  

 
The Fund initially recognises financial assets and financial liabilities at fair value on the trade date, 

which is the date on which the Fund becomes a party to the contractual provisions of the instrument. 

Other financial assets and financial liabilities are recognised on the date on which they are originated.  
 

A financial asset or financial liability is measured initially at fair value plus, for an item not at FVTPL, 

transaction costs that are directly attributable to its acquisition or issue. 
 
‘  (ii) Classification and subsequent measurement  

 

Classification of financial assets 

 

On initial recognition, the Fund classifies financial assets as measured at amortised cost or FVTPL. 
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SONS Investments Ltd 
Notes to the financial statements 

For the year ended 31 December 2020 

 

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(a) Financial instruments (Continued) 
 

(ii) Classification and subsequent measurement (Continued) 
 

In applying that classification, a financial asset or financial liability is considered to be held for trading 
if: 

(a) It is acquired or incurred principally for the purpose of selling or repurchasing it in the near term; or 

(b) On initial recognition, it is part of a portfolio of identified financial instruments that are managed 
together and for which, there is evidence of a recent actual pattern of short-term profit-taking; or 

(c) It is a derivative (except for a derivative that is a financial guarantee contract or designated and 

effective hedging instrument). 
 

Financial assets 

 

The Fund classifies its financial assets as subsequently measured at amortised cost or measured at fair 
value through profit or loss on the basis of both: 

 

• The entity’s business model for managing the financial assets; and 
• The contractual cash flow characteristic of the financial assets. 

 

Financial assets measured at amortised cost 

A debt instrument is measured at amortised cost if it is held within a business model whose objective is 
to hold financial assets in order to collect contractual cash flows and its contractual terms give rise on 

specified dates to cash flows that are solely payments of principal and interest on the principal amount 

outstanding.  
 

The Fund includes in this category loans receivable, other receivable due from related parties and cash 

and cash equivalents. 
 

Financial assets measured at fair value through profit or loss (FVTPL) 

A financial asset is measured at fair value through profit or loss if: 

 
(a) Its contractual terms do not give rise to cash flows on specified dates that are solely payments of 

principal and interest (SPPI) on the principal amount outstanding; or 

(b) It is not held within a business model whose objective is either to collect contractual cash flows, or 
to both collect contractual cash flows and sell; or 

(c) At initial recognition, it is irrevocably designated as measured at FVTPL when doing so eliminates 

or significantly reduces a measurement or recognition inconsistency that would otherwise arise from 

measuring assets or liabilities or recognising the gains and losses on them on a different basis. 
 

Financial liabilities 

 

Financial liabilities measured at fair value through profit or loss (FVTPL) 
A financial liability is measured at FVTPL if it meets the definition of held for trading.  

 

The Fund does not hold financial liabilities measured at FVTPL. 
 

Financial liabilities measured at amortised cost 

This category includes all financial liabilities, other than those measured at fair value through profit or 
loss. The Fund includes in this category accruals and payables and due to related parties. 
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(a) Financial instruments (Continued) 

 
(ii) Classification and subsequent measurement (Continued) 

 

A financial asset is measured at amortised cost if it meets both of the following conditions and is not 
designated as at FVTPL:  

 

• it is held within a business model whose objective is to hold assets to collect contractual cash flows; 

and  
• its contractual terms give rise on specified dates to cash flows that are solely payment of principal and 

interest (“SPPI”).  

 

Business model assessment  

 

In making an assessment of the objective of the business model in which a financial asset is held, the 
Fund considers all of the relevant information about how the business is managed, including: 

 

•  the documented investment strategy and the execution of this strategy in practice. This includes 

whether the investment strategy focuses on earning contractual interest income, maintaining a 
particular interest rate profile, matching the duration of the financial assets to the duration of any 

related liabilities or expected cash outflows or realising cash flows through the sale of the assets;  

• how the performance of the portfolio is evaluated and reported to the Fund’s management;  
•  the risks that affect the performance of the business model (and the financial assets held within that 

business model) and how those risks are managed;  

• how the investment manager is compensated: e.g. whether compensation is based on the fair value 

of the assets managed or the contractual cash flows collected; and  
•  the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such 

sales and expectations about future sales activity. 

 

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not 

considered sales for this purpose, consistent with the Fund’s continuing recognition of the assets. 

 
The Fund has determined that it has two business models.  

 

•  Held-to-collect business model: this includes cash and cash equivalents, loan receivables, due from 

related parties other receivables,. These financial assets are held to collect contractual cash flow.  
 

•  Other business model: this includes financial assets at fair value through profit or loss. These 

financial assets are managed and their performance is evaluated, on a fair value basis, with frequent 
sales taking place. 

 

Assessment whether contractual cash flows are SPPI 
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial 

recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk 

associated with the principal amount outstanding during a particular period of time and for other basic 

lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(a) Financial instruments (Continued) 
 

‘(ii) Classification and subsequent measurement (Continued) 

 
In assessing whether the contractual cash flows are SPPI, the Fund considers the contractual terms of the 

instrument. This includes assessing whether the financial asset contains a contractual term that could 

change the timing or amount of contractual cash flows such that it would not meet this condition. In 
making this assessment, the Fund considers: 

 

• contingent events that would change the amount or timing of cash flows; 

• leverage features;  
• prepayment and extension features;  

• terms that limit the Fund’s claim to cash flows from specified assets (e.g. non-recourse features); and  

• features that modify consideration of the time value of money (e.g. periodical reset of interest rates). 
 

For a reconciliation of line items in the statement of financial position to the categories of financial 

instruments, as defined by IFRS 9, see note 9 (f). 

 
Reclassifications  

Financial assets are not reclassified subsequent to their initial recognition unless the Fund were to 

change its business model for managing financial assets, in which case all affected financial assets 
would be reclassified on the first day of the first reporting period following the change in the business 

model. 

 
Subsequent to initial recognition, all financial assets at FVTPL are measured at fair value. Net gains and 

losses arising from changes in the fair value of financial assets at FVTPL, including foreign exchange 

gains and losses, are presented in the Statement of profit or loss and other Comprehensive Income 

within “Net gain / (loss) on financial assets at fair value through profit or loss” in the period in which 
they arise. Financial assets at amortised cost are subsequently measured at amortised cost using the 

effective interest method. 

 
Financial liabilities – Classification, subsequent measurement and gains and losses 

Financial liabilities are classified as measured at amortised cost. 

 
Other financial liabilities are subsequently measured at effective cost using the effective interest method. 

Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss 

on derecognition is also recognised in profit or loss. 

 
Financial liabilities at amortised cost 

This includes accruals and payables and due to related parties in the financial statements. 

 
(iii) Amortized cost measurement  

 

The ‘amortised cost’ of a financial asset or financial liability is the amount at which the financial asset 

or financial liability is measured on initial recognition minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest method of any difference between that initial 

amount and the maturity amount and, for financial assets, adjusted for any loss allowance.  

 
(iv) Impairment 

 

The Fund recognises loss allowances for Expected Credit Losses (“ECLs”) on financial assets measured 
at amortised cost. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(a) Financial instruments (Continued) 
 

(iv) Impairment (Continued) 

 
The Fund measures loss allowances at an amount equal to lifetime ECLs, except for the following, 

which are measured at 12-month ECLs: 

 
•   financial assets that are determined to have low credit risk at the reporting date; and  

•  other financial assets for which credit risk (i.e. the risk of default occurring over the expected life 

of the asset) has not increased significantly since initial recognition 

 
When determining whether the credit risk of a financial asset has increased significantly since initial 

recognition and when estimating ECLs, the Fund considers reasonable and supportable information that 

is relevant and available without undue cost or effort. This includes both quantitative and qualitative 
information and analysis, based on the Fund’s historical experience and informed credit assessment and 

including forward-looking information. 

 

The Fund assumes that the credit risk on a financial asset has increased significantly if it is more than 30 
days past due. 

 

The Fund considers a financial asset to be in default when: 
 

•  the borrower is unlikely to pay its credit obligations to the Fund in full, without recourse by the 

Fund to actions such as realising security (if any is held); or  
•   the financial asset is more than 90 days past due. 

 

The Fund considers a financial asset to have low credit risk when the credit rating of the counterparty is 

equivalent to the globally understood definition of ‘investment grade’. The Fund considers this to be 
Baa3 or higher per Moody’s or BBB- or higher per Fitch. 

 

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a 
financial instrument. 

 

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 
months after the reporting date (or a shorter period if the expected life of the instrument is less than 12 

months). 

 

The maximum period considered when estimating ECLs is the maximum contractual period over which 
the Fund is exposed to credit risk. 

 

Measurement of ECLs 
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present 

value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance 

with the contract and the cash flows that the Fund expects to receive). 

 
ECLs are discounted at the effective interest rate of the financial asset.  

 

Credit-impaired financial assets  
At each reporting date, the Fund assesses whether financial assets carried at amortised cost are credit-

impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact 

on the estimated future cash flows of the financial asset have occurred. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(a) Financial instruments (Continued) 
 

(iv) Impairment (Continued) 

 
Evidence that a financial asset is credit-impaired includes the following observable data:  

•   significant financial difficulty of the borrower or issuer; 

•   a breach of contract such as a default or being more than 90 days past due; or  
•   it is probable that the borrower will enter bankruptcy or other financial reorganisation. 

 

Presentation of allowance for ECLs in the statement of financial position  

 
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying 

amount of the assets. 

 
Write-off  

 

The gross carrying amount of a financial asset is written off when the Fund has no reasonable 

expectations of recovering a financial asset in its entirety or a portion thereof. 
 

(v) Derecognition  

 
The Fund derecognises a financial asset when the contractual rights to the cash flows from the asset 

expire, or it transfers the rights to receive the contractual cash flows in a transaction in which 

substantially all of the risks and rewards of ownership of the financial asset are transferred or in which 
the Fund neither transfers nor retains substantially all of the risks and rewards of ownership and does not 

retain control of the financial asset.  

 

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the 
carrying amount allocated to the portion of the asset that is derecognised) and the consideration received 

(including any new asset obtained less any new liability assumed) is recognised in profit or loss. Any 

interest in such transferred financial assets that is created or retained by the Fund is recognised as a 
separate asset or liability. 

 

The Fund enters into transactions whereby it transfers assets recognised on its statement of financial 
position, but retains either all or substantially all of the risks and rewards of the transferred assets or a 

portion of them. 

 

If all or substantially all of the risks and rewards are retained, then the transferred assets are not 
derecognised. Transfers of assets with retention of all or substantially all of the risks and rewards 

include sale and repurchase transactions. 

 
The Fund derecognises a financial liability when its contractual obligations are discharged or cancelled, 

or expire. On derecognition of a financial liability, the difference between the carrying amount 

extinguished and the consideration paid (including any non-cash assets transferred or liabilities 

assumed) is recognised in profit or loss. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(a) Financial instruments (Continued) 

 
(vi) Offsetting 

 

Financial assets and financial liabilities are offset and the net amount presented in the statement of 
financial position when, and only when, the Fund has a legally enforceable right to offset the amounts 

and intends either to settle them in a net basis or to realise the asset and settle the liability 

simultaneously. 

 
Income and expenses are presented on a net basis for gains and losses from financial instruments at 

FVTPL and foreign exchange gains and losses. 

 
(vii) Specific instruments 

 

Accruals and payables  
 

Accruals and payables are carried at amortized cost using the effective interest method. 

 

Investment in subsidiaries 
 

In accordance with the exception under IFRS 10, the Fund does not consolidate subsidiaries in financial 

statements unless the subsidiary is not itself an investment entity and its main purpose and activities are 
providing services that relate to the Fund’s investment activities. The Fund has no consolidated 

subsidiaries. The Fund measures unconsolidated subsidiaries at FVTPL. 

 

Cash and cash equivalents  
 

Cash comprise cash balances and call deposits with maturities of three months or less from the 

acquisition date that are subject to an insignificant risk of changes in their value,and are used by the 
Fund in the management of its short-term commitments. 

 

Share Capital 

 

Class A preference shares 
 

The class A preference shares are redeemable by converting at any time, at the option of the Fund into 

an equivalent number of Class A Preference Shares denominated in US Dollars and bearing a coupon of 
Libor plus 1% or denominated in Euros and bear a coupon of Euribor plus 1%. Class A preference 

shares are classified as equity. The Fund has no obligations to deliver cash or another financial asset or 

liability to another entity or to exchange financial assets or financial liability with another entity under 
conditions that are potentially favorable to the fund 

 

Class B ordinary shares 

 
Class B ordinary shares are classified as equity based on terms and conditions as per Note 10.  
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(vii) Specific instruments (Continued) 
 

Share capital (Continued) 
 

Management shares 
 

Management shares are classified as equity. These shares carry all voting rights and are non-

participating. Incremental costs directly attributable to the issued of management shares are recognized 

as deduction from liability, net of any tax effects. 
 

(b)  Interest income  
 

 Interest income, including interest income from non-derivative financial assets at fair value through 
profit or loss, are recognised in profit or loss, using the effective interest method. 

 

The effective interest rate is the rate that exactly discounts the estimated future cash payments and 

receipts through the expected life of the financial instrument (or, when appropriate, a shorter period) to 

the carrying amount of the financial instrument. 
 

When calculating the effective interest rate, the Fund estimates future cash flows considering all 
contractual terms of the financial instrument, but not future credit losses. Interest received or receivable 

are recognised in profit or loss as interest income. 
 

(c)  Expenses 
 

All expenses are accounted for in profit or loss on the accrual basis. 
 

(d) Net gain/loss from financial instruments at fair value through profit or loss  
 

Net gain/loss from financial instruments at fair value through profit or loss includes all realised and 

unrealised fair value changes and foreign exchange differences, but excludes interest and dividend 
income, and dividend expense on securities sold short. 

 

(e) Taxation  
 

The Fund is not required to pay any income taxes under the British Virgin Islands Income Tax Act.  
Furthermore, the investors in the Fund will not have to pay any British Virgin Islands income taxes or 

capital gains taxes on payments received from the Fund.  Provided the Fund has no employee in the 

British Virgin Islands, the Fund will have no liability to British Virgin Islands payroll taxes. 
 

Capital gains realised with respect to any shares of the Fund are exempt from income tax in the British 
Virgin Islands and there are no estate, inheritance, succession or gift taxes payable in the British Virgin 

Islands with respect to any shares of the Fund. The only taxes payable by the Fund are withholding 

taxes applicable to certain investment income. 
 

(f)        Investment in subsidiary 
 

A subsidiary is an entity controlled by the Fund. The Fund controls an entity when it is exposed to, or 

has rights to, variable returns from its involvement with the entity and has the ability to affect those 
returns through its power over the entity. 
 

The investment in subsidiary is measured at fair value through profit or loss as per the requirements of 

IFRS 10 since the Fund meets the definition of an investment entity.  
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(g) Foreign currency 
  

Foreign currency transactions 
 

Transactions in foreign currencies are translated to the functional currency of the Fund at exchange rates 

at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the 

reporting date are retranslated to the functional currency at the exchange rate at that date. The foreign 
currency gain or loss on monetary items is the difference between amortised cost in the functional 

currency at the beginning of the period, adjusted for effective interest and payments during the period, 

and the amortised cost in foreign currency translated at the exchange rate at the end of the period. 
 

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are retranslated 

to the functional currency at the exchange rate at the date that the fair value was determined. Non-

monetary items that are measured based on historical cost in a foreign currency are translated using the 

exchange rate at the date of the transaction. 
 

Foreign currency differences arising on retranslation are generally recognised in the profit or loss.  

 

(h) Dividend income 
 

Dividend income is recognised in profit or loss, gross of any withholding taxes, on the date on which the 

right to receive payment is established. For quoted equity securities, this is usually the ex-dividend date. 

 

(i) Standards effective after 1 January 2020 

 

A number of new standards are effective from 1 January 2020 that do not have a material effect on the 

Fund’s financial statements.  
 

In the current year, the Fund has applied all of the new and revised standards and interpretations issued 

by the International Accounting Standards Board (“IASB”) and the International Financial Reporting 
Interpretations Committee (“IFRIC”) of the IASB that are relevant to its operations and effective for 

accounting periods beginning on 01 January 2020.  

 

The nature and the impact of each new standard or amendment relevant to the Fund are described below: 
 

Definition of Material (Amendments to IAS 1 and IAS 8) 

 
The IASB refined its definition of material to make it easier to understand. It is now aligned across IFRS 

Standards and the Conceptual Framework. 

 
The changes in Definition of Material (Amendments to IAS 1 and IAS 8) all relate to a revised definition 

of 'material' which is quoted below from the final amendments: 

 

"Information is material if omitting, misstating or obscuring it could reasonably be expected to influence 
decisions that the primary users of general-purpose financial statements make on the basis of those 

financial statements, which provide financial information about a specific reporting entity." The IASB 

has also removed the definition of material omissions or misstatements from IAS 8 Accounting Policies, 
Changes in Accounting Estimates and Errors. 

 

The amendments did not have any major impact on the Fund’s financial statements. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(i) Standards effective after 1 January 2020 (Continued) 

 

Amendments to References to Conceptual Framework in IFRS Standards 

 

The IASB decided to revise the Conceptual Framework because certain important issues were not 

covered, and certain guidance was unclear or out of date. The revised Conceptual Framework, issued by 

the IASB in March 2019, includes: 

 

• A new chapter on measurement; 

• Guidance on reporting financial performance; 

• Improved definitions of an asset and a liability, and guidance supporting these definitions; and 

• Clarifications in important areas, such as the roles of stewardship, prudence and measurement 
uncertainty in  financial reporting. 

 

The IASB also updated references to the Conceptual Framework in IFRS Standards by issuing 
Amendments to References to the Conceptual Framework in IFRS Standards. This was done to support 

transition to the revised Conceptual Framework for companies that develop accounting policies using the 

Conceptual Framework when no IFRS Standard applies to a particular transaction. 
 

The amendments did not have any major impact on the Fund’s financial statements. 

 

‘(j)  New standards, interpretations and amendments issued but not yet effective 
 

             New or revised standards and interpretations issued and not yet effective for the year ended 31 December 

2020  
 

Up to the date of issue of these financial statements, the IASB has issued a number of amendments, 

new standards and interpretations which are not yet effective for the year ended 31 December 2020 and 

which have not been adopted in these financial statements. Those which may be relevant to the Fund 

are set out below. The Fund does not plan to adopt these standards early. These will be adopted in the 

period that they become mandatory unless otherwise indicated: 

 

Classification of Liabilities as Current or Non-current – Amendments to IAS 1  

 

The narrow-scope amendments to IAS 1 Presentation of Financial Statements clarify that liabilities are 

classified as either current or non-current, depending on the rights that exist at the end of the reporting 

period. Classification is unaffected by the expectations of the entity or events after the reporting date 

(e.g. the receipt of a waiver or a breach of covenant). The amendments also clarify what IAS 1 means 

when it refers to the ‘settlement’ of a liability. 
 

The amendments could affect the classification of liabilities, particularly for entities that previously 

considered management’s intentions to determine classification and for some liabilities that can be 

converted into equity.  

 

They must be applied retrospectively in accordance with the normal requirements in IAS 8 Accounting 

Policies, Changes in Accounting Estimates and Errors. 

 

In May 2020, the IASB issued an Exposure Draft proposing to defer the effective date of the 

amendments to 01 January 2023.  
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(j) New standards, interpretations and amendments issued but not yet effective (Continued) 
 

New or revised standards and interpretations issued and not yet effective for the year ended 31 December 

2020 (Continued) 
 

Classification of Liabilities as Current or Non-current – Amendments to IAS 1 (Continued) 
 

The amendment is effective for annual reporting periods beginning on or after 01 January 2023 with 

earlier application permitted. The amendments are to be applied retrospectively from the effective date.  

The directors have not yet assessed the impact the standard will have on the Fund’s financial 

statements. 

 

Annual Improvements to IFRS Standards 2018–2020  

 

IFRS 9 Financial Instruments - The amendment clarifies that for the purpose of performing the “10 per 

cent test” for derecognition of financial liabilities – in determining those fees paid net of fees received, 

a borrower includes only fees paid or received between the borrower and the lender, including fees 

paid or received by either the borrower or lender on the other’s behalf. 

 

The amendment is effective for annual reporting periods beginning on or after 01 January 2022 with 

earlier application permitted. The directors have not yet assessed the impact the standard will have on 

the Fund’s financial statements. 

 

Definition of Accounting Estimates (Amendments to IAS 8) 

 

The International Accounting Standards Board (IASB) has published 'Definition of Accounting 

Estimates (Amendments to IAS 8)' to help entities to distinguish between accounting policies and 

accounting estimates. 

 

The changes to IAS 8 focus entirely on accounting estimates and clarify the following: 

 

• The definition of a change in accounting estimates is replaced with a definition of accounting 

estimates. Under the new definition, accounting estimates are “monetary amounts in financial 

statements that are subject to measurement uncertainty”.  

• Entities develop accounting estimates if accounting policies require items in financial 

statements to be measured in a way that involves measurement uncertainty. 

• The Board clarifies that a change in accounting estimate that results from new information or 

new developments is not the correction of an error. In addition, the effects of a change in an 

input or a measurement technique used to develop an accounting estimate are changes in 

accounting estimates if they do not result from the correction of prior period errors.  

• A change in an accounting estimate may affect only the current period’s profit or loss, or the 

profit or loss of both the current period and future periods. The effect of the change relating to 

the current period is recognised as income or expense in the current period. The effect, if any, 

on future periods is recognised as income or expense in those future periods. 
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‘3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

“((j)  New standards, interpretations and amendments issued but not yet effective (Continued) 
 

New or revised standards and interpretations issued and not yet effective for the year ended 31 December 

2020 (Continued) 
 

Definition of Accounting Estimates (Amendments to IAS 8) (Continued) 
 

The amendments are effective for annual periods beginning on or after 01 January 2023 and changes in 

accounting policies and changes in accounting estimates that occur on or after the start of that period. 

Earlier application is permitted. 
 

The directors have not yet assessed the impact the standard will have on the Fund’s financial 

statements. 
  

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) 
 

The International Accounting Standards Board (IASB) has issued 'Disclosure of Accounting Policies 

(Amendments to IAS 1 and IFRS Practice Statement 2)' with amendments that are intended to help 

preparers in deciding which accounting policies to disclose in their financial statements.   
 

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) amends IAS 

1 in the following ways: 
 

• An entity is now required to disclose its material accounting policy information instead of its 

significant accounting policies; 

• several paragraphs are added to explain how an entity can identify material accounting policy 

information and to give examples of when accounting policy information is likely to be 

material;  

• the amendments clarify that accounting policy information may be material because of its 

nature, even if the related amounts are immaterial;  

• the amendments clarify that accounting policy information is material if users of an entity’s 

financial statements would need it to understand other material information in the financial 

statements; and  

• the amendments clarify that if an entity discloses immaterial accounting policy information, 

such information shall not obscure material accounting policy information. 
 

In addition, IFRS Practice Statement 2 has been amended by adding guidance and examples to explain 

and demonstrate the application of the ‘four-step materiality process’ to accounting policy information 

in order to support the amendments to IAS 1. The amendments are applied prospectively. The 

amendments to IAS 1 are effective for annual periods beginning on or after 1 January 2023. Earlier 

application is permitted. Once the entity applies the amendments to IAS 1, it is also permitted to apply 

the amendments to IFRS Practice Statement 2. 
 

The directors have not yet assessed the impact the standard will have on the Fund’s financial 

statements. 

 

4. CASH AND CASH EQUIVALENTS 

 

 2020 2019 

 USD USD 

   

Current account 1,590,266 2,206,766 

Call deposits 98 98 
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‘4.  CASH AND CASH EQUIVALENTS (CONTINUED) 

 

Cash in current account and call deposits are used by the Fund in the management of its short-term 

commitments.   

 

Call deposits have maturities of three months or less from the acquisition date. 

 

 

5. FINANCIAL ASSETS AT FVTPL 
 

  2020 2019 

  USD USD 

Cost:    

Balance at beginning of year  29,977,665 29,977,665 

Additions  6,096,000 - 

Balance at end of year  36,073,665 29,977,665 

    

Unrealised gains and losses:    

Balance at beginning of year  32,777,438 19,152,900 

Movement during the year  (23,744,240) 13,624,538 

Balance at end of year  9,033,198 32,777,438 

    

Fair values  45,106,863 62,755,103 

 

Details of the Fund’s investments in subsidiaries are as follows: 

 

 The Fund holds 1,055 Ordinary Shares in CG Tech Ltd (formerly known as CG Industrial Holdings Ltd), 

a company incorporated in the British Virgin Islands and representing a total percentage ownership of 
73.6% and 71.6% in 2020 and 2019, respectively.  

 

The Fund also holds 2 ordinary shares in CG Management Services Ltd., a British Virgin Islands 
company, representing 100% shareholding in the Fund in 2020. 
 

 At 31 December 2020, the following balances relate to the Fund’s involvement with its unconsolidated 

subsidiaries. 

 

Name of entity Country of incorporation 

Carrying amount included in 

investments at fair value 

through profit or loss 

  2020 

  USD 
   

CG Tech Ltd British Virgin Islands 45,105,238 

CG Management Services Ltd British Virgin Islands 1,625 

Maximum exposure to loss  45,106,863 
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‘5.  FINANCIAL ASSETS AT FVTPL (CONTINUED) 

 

 

Name of entity Country of incorporation 

Carrying amount included in 

investments at fair value 

through profit or loss 

  2019 

  USD 
   

CG Tech Ltd British Virgin Islands 62,755,103 
   

Maximum exposure to loss  62,755,103 

 

CG Tech Ltd (formerly knows as CG Industrial Holdings Ltd) is an investment holding company with 
interests in businesses in the Middle East servicing the construction and events infrastructure industries. 

 

CG Tech Ltd has 100% economic interest in Al Laith Group Investments LLC. Therefore, SONS 

Investments Ltd has an effective ownership of 73.6% and 71.6% in Al Laith Group Investments LLC 
through CG Tech Ltd in 2020 and 2019, respectively. Al Laith Group Investments LLC is engaged in the 

business of scaffolding services, events management, aerial work platforms and mast climbing work, 

platform sales and rentals and hiring of plant and tools. 
 

Details of the fair value measurement is provided in Note 9 (g). 

 

 

6. LOAN RECEIVABLE 

 

On 27 January 2019, the Fund entered into a loan agreement with Young LDN Ltd. The following 
parameter, terms and conditions applies; 

 

- The loan is denominated in GBP. 
- The loan capital totals £950,000. 

- The initial loan term is 5 years. 

- The loan term shall automatically renew for an indefinite period and will be repayable on demand by  
    the Fund giving 1month’s notice. 

- The loan shall bear interest at 2% per annum. 

 

  2020 2019 

  USD USD 

    

At start of the year  1,269,362 - 

Additional loan given during the year - 1,246,020 

Accrued interest 25,874 23,342 

FX gain attributable to loan and interest 54,469 - 

Expected credit loss (1,349,705) - 

At end of year  - 1,269,362 

 

The directors have performed an impairment assessment and concluded that the loan receivable is fully 
impaired at 31 December 2020.  
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7. PERFORMANCE FEES AND MANAGEMENT FEES 

 

The Investment Manager will be entitled to receive, for each calendar quarter, a performance fee paid 
quarterly in arrears with respect to each series of shares outstanding during such calendar quarter. The 

performance fee will be an amount equal to 20% of the appreciation in the net asset value of each Series 

of Shares in excess of the high water mark and the hurdle rate for such calendar quarter before giving 
effect to the performance fee. The hurdle rate shall be 5% per annum. The performance fee is subject to a 

high water mark, pursuant to which such performance fee is only paid on new appreciation in the net asset 

value of each series of shares. The Performance fees for the year amounted to nil (2019: nil) and nil was 

owed at 31 December 2020 (2019: nil). In 2019, the investment manager waived all the performance fees 
for the year due to the global pandemic and these were adjusted in these financial statements. During 

2020, no performance fees were recorded due to the internalisation of the investment manager. 

 
The Fund will pay a management fee to the Investment Manager equal to 2% per annum of the net asset 

value of each series of shares calculated and accrued monthly and, payable in arrears as of the last day of 

each quarter (adjusted for subscriptions and redemptions made during the relevant month). Management 
fees for the year amounted to nil (2019: USD 874,000) and nil was owed at 31 December 2020 (2019: 

USD 1,607,438).  During the year, no management fees were recognized and all management fees payable 

at the beginning of the year were written down due to the internalisation of the investment manager by the 

Fund. Management fee written down during the year amounted to USD 2,723,722. 
 
 

8.        ACCRUALS AND PAYABLES 
 

 2020 2019 

 USD USD 

   
Payable to the investment manager (note 11) - 2,782,179 

Payable to the administrator  86,167 62,167 

Audit fees payable 7,900 - 

  94,067 2,844,346 
 

Amount payable to the investment manager were payable on demand and were interest-free. 
 

9.  FINANCIAL RISK MANAGEMENT 

 

The Fund has exposure to the following risks from financial instruments: 

 

• market risk 

• credit risk 

• liquidity risk 
 
 

This note presents information about the Fund’s objectives, policies and processes for measuring and 

managing risk, and the Fund’s management of capital. 
 

(a) Market risk 

 

Market risk is the risk that changes in market prices, such as interest rates, foreign exchange rates and 

equity prices will affect the Fund’s income or the fair value of its holdings of financial instruments.  The 
Fund's equity is susceptible to market risk arising from uncertainties about future prices of the 

instruments. Since all securities investments present a risk of loss of capital, the investment manager of 

the shareholder moderates this risk through a careful selection of securities and other financial 
instruments.  
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9.  FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

(a) Market risk (Continued) 

 

Since the start of January 2020, the outbreak of coronavirus, which is a rapidly evolving situation, has 
adversely impacted global commercial activities. The rapid development and fluidity of this situation 

precludes any prediction as its ultimate impact, which may have a continued adverse impact on 

economic and market conditions and trigger a period of global economic slowdown.  
 

The Investment Manager is monitoring developments relating to coronavirus and is coordinating its 

operational response based on existing business continuity plans and on guidance from global health 

organisations, relevant governments, and general pandemic response best practices. 
 

(i) Currency risk 
 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in foreign exchange rates. The only assets of the Fund denominated in Great Britain 

Pound “GBP” is the Loan receivable made to Young LDN Ltd and CG Tech Holdings (formerly Carroll 
Industrial Holdings Ltd) and the assets denominated in United Arab Emirates Dirham is AED a call 

deposit 

 
The Fund undertakes certain transactions denominated in foreign currencies, hence it is exposed to the 

effects of exchange rate fluctuations. 

 
The carrying amount (in USD) of the Fund’s foreign currency denominated financial assets and financial 

liabilities at the reporting date is as follows: 
 

 Financial assets Financial liabilities 

 2020 2019 2020 2019 

 USD USD USD USD 

  Currency of United Kingdom (“GBP”) 655,800 1,269,362 - - 
Currency of UAE (“AED”) 98 98 - - 

 

Foreign currency sensitivity 
 

The following table details the Fund’s sensitivitiy to a 10% increase and decrease in the United States 

Dollars (“USD”) against the relevant foreign currencies, translated at the statement of financial position 

date.  10% is the sensitivity rate used when reporting foreign currency risk internally to key management 
personnel and represents management’s assessment of a reasonably possible change in foreign exchange 

rates.  A negative number below indicates a decrease in the net assets attributable to holders of 

redeemable shares where the USD strengthens 10% against the relevant currency.  For a 10% weakening 
of the USD against the relevant currency, there would be an increase in net assets attributable to holders 

of redeemable shares, and the balances below would be positive. 
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9.  FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

(a) Market risk (Continued) 
 

(i) Currency risk (Continued) 
 

 Increase/(decrease) in foreign 

exchange rates 

 

Effect on post-tax loss and net 

equity 

 2020 2019 2020 2019 

 10% 10% USD USD 

    

Depreciation of GBP (59,618) (115,397) (59,618) (115,397) 

Appreciation of GBP 72,867 141,040 72,867 141,040 

Depreciation of AED (9) (9) (9) (9) 

Appreciation of AED 11 11 11 11 
 
 

(ii) Interest rate risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market interest rates.   
 

The investments are financed with the capital contribution of its shareholders and liability to related 

party. All the Fund’s financial assets, except the bank deposits and loan receivable are non-interest 

bearing. As such, the Fund is not subject to significant risk due to fluctuations in the prevailing levels of 

the market interest rates. However, interest income from bank deposits may fluctuate in amount, in 
particular,  due to changes in the interest rates. Interest rate from loans receivable is at 2% per annum.  

The Fund does not seek to maximise interest income in view of its policy to achieve a superior risk-

adjusted return through medium term and long-term capital appreciation of its investments. The impact 
of a change in interest rate is not expected to be material and therefore no interest rate sensitivity 

analysis has been disclosed. 
 

(iii) Price risk 
 

Equity price risk is the risk of unfavourable changes in fair values of equities as the result of changes 
in the value of individual shares. The Fund’s investments are mainly unquoted and therefore it is not 

exposed to equity price risk on quoted investments.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

31 

 

 

 

 

SONS Investments Ltd 

Notes to the Financial Statements 

For the year ended 31 December 2020 

 

9.  FINANCIAL RISK MANAGEMENT (CONTINUED) 

 

(b) Credit 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 Fund, resulting in a financial loss to the Fund.  

 

Financial assets that potentially expose the Fund to credit risk consist principally of cash and cash 
equivalents, loan receivable and due from related parties. The Fund maintains its cash and cash 

equivalents with Standard Bank. The Fund is therefore exposed to credit risk to the extent that these 

institutions are unable to repay amounts owed. Bankruptcy or insolvency of these institutions may cause 
the Fund’s rights with respect to these financial instruments to be delayed or limited. As reporting date, 

the loan receivable was written off. 

 
The Fund’s exposure to credit risk arises in respect of the following financial instruments: 

 

 2020 2019 

 USD USD 
   

Cash at bank 1,590,364 2,206,864 

Loan receivable  - 1,269,362 
Other receivables 9,000 9,000 

Amounts due from related parties 5,917 - 

   

 1,605,281 3,485,226 

 

The extent of the Fund’s exposure to credit risk in respect of these financial assets approximates their 
carrying values as at reporting date. The carrying amount of financial assets represents the maximum 

credit exposure. The credit risk for the cash and cash equivalents, other receivables, and due from related 

parties amounted to USD 1,605,281 (2019: USD 3,485,226) is considered negligible, since the Fund 

transacts with a reputable financial institution. As at reporting date, the Fund’s credit risk exposure was 
concentrated on cash at bank, other receivables and due from related parties.  

 

As of the year ended 31 December 2020, none of the above financial assets are secured by collateral or 
other credit enhancements and are not past due nor impaired. 

 

 Provision for expected credit loss on financial assets 

 
The Fund has used a Probability of default (PD)/ Loss given default (LGD) approach to calculate ECLs 

for financial assets given that these are assessed as being not data-rich. The PD/LGD approach is an 

advanced approach involving estimates of PDs and LGDs with external benchmark date to calculate 
ECLs and is considered appropriate. 
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9.  FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

(b) Credit risk (Continued) 
 

Provision for expected credit loss on financial assets (Continued) 
 

Under the general approach, the Expected Credit Losses (ECL) is measured as below: 
 

ECL = PD x LGD x EAD 
 

Where: 

- ECL refers to the Expected Credit Losses; 

- PD - This is the Probability of Default currently defined as the probability that the receivable will 
remain outstanding for more than 90 days; 

- LGD - Loss Given Default denotes the share of losses, that is, the actual receivable's loss in the 

event of customer default, or what is expected to be irrecoverable from among the assets in 

insolvency proceedings; 

- EAD - Exposure at Default is the amount outstanding at the reporting date less balances owed by the 

Fund to the related party. 

 
The following factors have been considered in determining the PD and LGD: 
 

- An assessment of the historical observed default and loss experience; 

- Country risk based on the jurisdiction where the financial assets are based. 

 

IFRS 9 outlines a 'three-stage' model for impairment based on changes in credit quality since initial 
recognition as summarised below: 
 

- A financial instrument that is not credit-impaired on initial recognition is classified in 'Stage 1' and 

has its credit risk continuously monitored by the Fund. 

- If a significant increase in credit risk since initial recognition is identified, the financial instrument is 

moved to 'Stage 2' but is not yet deemed to be credit impaired. 

- If the financial instrument is credit-impaired, the financial instrument is moved to 'Stage 3'. 
 

The expected credit losses from loans receivable during the year amounted to USD 1,349,705 (2019: 

nil) 
 

Expected credit losses from amounts due from related parties, cash at bank and other receivables are 

not material and has therefore not been recognized in these separate financial statements. 
 

Loan receivable 
 

The Fund has made loans to operating companies for working capital purposes. The Fund monitors 

the financial position of the borrower companies on a yearly basis.  
 

The management has performed the assessment for impairment on its loan receivable. As at 31 

December 2020, USD 1,349,705 has been considered impaired. 

 
Cash at bank 

 

Cash at bank is maintained with reputable banks with good credit rating to minimise the associated 
credit risk. Therefore, credit risk for cash at bank is considered minimal. Maximum credit risk exposure 

for cash at bank amounted to USD 1,590,364 (2019: USD 2,206,864) 
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9.  FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

‘(b) Credit risk (Continued) 

 

Provision for expected credit loss on financial assets (Continued) 
 
Amounts due from related parties 

 

Credit risk relating to unsettled transactions in relation to amounts due to related parties is considered 

small as the risk is minimal on the amounts due from related parties as they are with related entities. The 

Fund assesses all its counterparties for credit risk before contracting with them. Management monitors 
the financial position of the related parties on a quarterly basis. Management consider the probability of 

default close to be zero as the counterparties have a strong capacity to meet their contractual obligations 

in the near term. 
 

(c) Liquidity risk 

 
Liquidity risk is the risk that the Fund will encounter difficulty in meeting the obligations associated 

with its financial liabilities that are settled by delivering cash or another financial asset. The Fund’s 

policy and the investment manager’s approach to managing liquidity is to ensure, as far as possible, that 

it will always have sufficient liquidity to meet its liabilities when due, under both normal and stress 
conditions, without incurring unacceptable losses or risking damage to the Fund’s reputation. 

 

All investments are financed with the capital from its shareholders and liability to related party. At 
reporting date, the Fund invested in an unlisted company with fair value of USD 45,106,863 (2019: 

USD 62,755,103) - Note 5. As a result, the Fund may not be able to liquidate quickly its investment at 

an amount close to its fair value to meet its liquidity requirements. The fair value of its investment that 

can be realised is also dependent on the financial performance of the underlying investment of the 
Fund’s direct investee. 

 

The Fund manages its liquidity by attempting to use its credit trading lines with the bank and other 
dealers and list or register its shares on additional exchanges for greater liquidity. Investment Manager 

may on occasion seek to borrow money using the Fund’s assets as security. The affiliate CG Tech 

Holdings Ltd has issued a letter support in favour of the Company to meet its financial obligations as 
and when the fall due and that the Company will duly perform and comply with all its financial 

obligations. 

 

The table below summarises the maturity profile of the Fund's financial liabilities as at 31 December 
2020, based on contractual undiscounted payments. 
 

2020 

On demand  

Within one (1) 

year 

 After one 

 ( 1) year  Total 

 USD  USD  USD  USD 

Accruals and payables -  94,067  -  94,067 

Due to related parties 5,476,899  -  -  5,476,899 

At 31 December 2020 5,476,899  94,067  -  5,570,966 

        

2019 

On demand  

Within one (1) 

year 

 After one 

 ( 1) year  Total 

 USD  USD  USD  USD 

Accruals and payables 2,782,179  62,167  -  2,844,346 

At 31 December 2019 2,782,179  62,167  -  2,844,346 
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9. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 

(c) Liquidity risk (Continued) 

 

It is the Fund’s intent to exit/liquidate the Fund’s assets in an orderly manner prior to the Fund 

reaching its maturity date. However, due to the illiquid nature of the Fund’s investments, there is 

possibility that management may encounter difficulties liquidating those assets and may only be able 
to do so at values significantly below their current carrying values.  

 

(d)     Capital management 

 

The Fund actively and regularly manages its capital position to maintain a balance between its liability 

and equity level. 

 
The redeemable class A preference shares issued by the Fund are classified as equity. For a description of 

the terms of the redeemable class A preference shares issued by the Fund, refer to Note 10. The Fund’s 

objectives in managing the redeemable class A preference shares are to ensure a stable base to maximise 
returns to all investors, and to manage liquidity risk arising from redemptions. The Fund’s management 

of the liquidity risk arising from redeemable class A preference shares is discussed in Note 9 (c).  

 

(e)  Concentration risk 

 

At the reporting date, the Fund’s assets consisted of investment in companies, CG Tech Ltd and CG 

Management Services Ltd, both incorporated in the British Virgin Islands. CG Tech Ltd is itself a 
holding company investing in Al Laith Group Investments LLC, a company incorporated in United Arab 

Emirates and involved in the activities of scaffolding services, events management, aerial work platform 

and mast climbing work, platform sales and rentals and hiring of plant and tools. CG Management 

Services Ltd is a duly licensed investment manager with the FSC in the British Virgin Islands. The value 
of the Fund’s investment in CG Tech Ltd is impacted by factors which affects the performance of the 

underlying investee (Al Laith Group Investments LLC) and the economic, political and industrial 

environment in which it operates. 
 

(f) Categories of financial instruments 

 

The table below sets out the classifications of the carrying amounts of the Fund’s financial assets and 

financial liabilities into categories of financial instruments. 

December 31, 2020  

Financial 

assets 

mandatorily 

at FVTPL 

Financial 

assets at 

amortised 

cost 

Financial 

liabilities at 

amortised 

cost Total 

    USD USD USD USD 

Financial assets      

Financial assets at FVTPL  45,106,863 - - 45,106,863 

Loans receivable  - - - - 

Other receivables  - 9,000 - 9,000 

Due from related parties  - 5,917 - 5,917 

Cash and cash equivalents  - 1,590,364 - 1,590,364 

Total financial assets  45,106,863 1,605,281 - 46,712,144 
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9. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 

‘(f)  Categories of financial instruments 
 

December 31, 2020 

Financial 

assets 

mandatorily 

at FVTPL 

Financial 

assets at 

amortised 

cost 

Financial 

liabilities at 

amortised 

cost 

Total 

 

  

 USD USD USD USD 

Financial liabilities     

Accruals and payable -    -    94,067 86,167 

Due to related parties - - 5,476,899 5,476,899 

Total financial liabilities  - - 5,570,966 5,563,066 
 

December 31, 2019  

Financial 
assets 

mandatorily 

at FVTPL 

Financial 
assets at 

amortised 

cost 

Financial 

liabilities at 

amortised cost Total 

    USD USD USD USD 

Financial assets      
Financial assets at FVTPL  62,755,103 - - 62,755,103 

Loans receivable  - 1,269,362 - 1,269,362 

Other receivables  - 9,000 - 9,000 

Cash and cash equivalents  - 2,206,864 - 2,206,864 

Total financial assets  62,755,103 3,485,226 - 66,240,329 
 

Financial liabilities      

Accruals and payable  -    -    2,844,346 2,844,346 

Total financial 

liabilities  -    -    37,444,446 37,444,446 
 

(g) Fair values of financial instruments 
 

The Fund’s accounting policy on fair value measurements is discussed in note 2 (e). The Fund measures 

fair values using the fair value hierarchy that reflects the significance of the inputs used in making the 
measurements as set out in note 2.  
 

The table below analyses financial instruments measured at fair value as at 31 December 2020 and 

2019 by the level in the fair value hierarchy into which the fair value measurement is categorised: 
 

December 31, 2020 Level 1 Level 2 Level 3 Total 

 USD USD USD USD 

Financial instruments at 

FVTPL - - 

                     

45,106,863 

            

45,106,863 

       
December 31, 2019 Level 1 Level 2 Level 3 Total 

 USD USD USD USD 

Financial instruments at 
FVTPL - - 62,755,103 62,755,103 

 

Financial instruments at fair value through profit and loss is measured at Level 3 of the fair value 

hierarchy and there were no transfers between levels during 2020 and 2019. 
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9. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 

‘(g)  Fair values of financial instruments (Continued) 

 

The financial instruments not measured at fair value through profit or loss include:  

 

•  Cash and cash equivalents, due from related parties, other receivable and loans receivable, accruals 
and payables and  due to related parties. These are all short-term financial assets and financial liabilities 

whose carrying amounts approximate fair value, because of their short-term nature and the high credit 

quality of the counterparties. 

 

Determining fair value in the private equity market is subject to significant uncertainty and judgment. 

Each private equity investment is a unique transaction and is evaluated based upon the facts and 

circumstances specific to the investment. The initial fair value of a private equity investment is the 
transaction price. Thereafter, the fair values of private equity investments are adjusted to reflect both 

positive and negative material changes. In general, arm’s-length transactions executed by third parties, 

such as financing activities involving market clearing transactions and pending sales, are the best price 
indicator of fair value for private equity positions and is considered first within the valuation process. 
 

The following table shows the valuation techniques used in measuring Level 3 fair values, as well as the 

significant unobservable inputs used: 
 

 

 
 

 

 

 
 

 

 
 

 

 
 

3

1

 

3

1

  
 

 

 

 
 

 

 

 

 

 

 

 

Type Fair value 

USD 

Valuation 

technique 

Significant 

unobservable 

inputs 

Range of 

estimates for 

unobservable 

input 

Sensitivity to 

changes in 

significant 

unobservable inputs 

31 December 2020 

Investment 
in CG Tech 

Ltd 

(formerly 
known as 

CG 

Industrial 
Holdings Ltd 

45,105,238 

 

 

Modified 
market 

approach 

using 
comparable 

traded 

multiples 

Average 
Sustainable 

EBITDA and 

Profit 
Multiples for 

the last 3 years 

 
Sustainable 

Dividend 

Yield 

 
7x / 10x 

 

 
 

 

 
 

6.5% 

 

 
 

The estimated fair 
value would decrease 

if the EBITDA/Profit   

decreases causing a 
potential downside 

valuation risk linked 

to the Covid-19 
outbreak 

Investment 

in CG 

Management 
Services Ltd 

1,625 

 

 

Net asset 

value 

 

N/A 

 

 

N/A 

 

N/A 

 

31 December 2019 

Investment 

in CG Tech 
Ltd 

(formerly 

known as 
CG Industrial 

Holdings 

Ltd) 

 

 
62,755,103 

Market 

approach 
using 

comparable 

traded 
multiples 

Sustainable 

EBITDA and 
Profit 

Multiples 

 
Sustainable 

Dividend 

Yield 

 

8x / 12x 
 

 

 
 

6.5% 

 

 

The estimated fair 
value would decrease 

if the EBITDA/Profit   

decreases causing a 
potential downside 

valuation risk linked 

to the Covid-19 

outbreak. 
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9. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 

‘(g)  Fair values of financial instruments (Continued) 

 
Significant unobservable inputs are developed as follows: 

 

EBITDA multiples: Represent amounts that market participants would use when pricing the 

investments. EBITDA multiples are selected from the comparable public companies based on 
geographic location, industry, size, target markets and other factors that management considers to be 

reasonable. The traded multiples for the comparable companies are determined by dividing the 

enterprise value of those companies by their EBITDA. 
 

Given that the investee, CG Tech Ltd, is an investment holding and its value is derived from the 

underlying investment in Al Laith Group Investments LLC (Note 5), the comparable companies used 

are that of Al Laith Group Investments LLC and the value of the Fund’s investment has been 
determined through a look-through approach using the effective holding of the Fund in Al Laith Group 

Investments LLC. The valuation of the investment as at 31 December 2020 was based on a modified 

market based approach. Management believed that the pre-covid data is more representative of the 
value of the investment as at reporting date. In 2020, the vast majority of businesses suffered either 

sharply declining results or losses due to the impact of COVID reducing the overall level of economic 

activity. 

 

Using one year’s financial results as a proxy for sustainable future earnings (which in turn is a proxy 

for free cash flows) is conceptually unsound, especially in an exceptional year such as 2020. The 

concept of sustainable EBITDA, profit and dividends is one which has been applied consistently for the 
past three years.  It is based on historic trends, as well as an assessment of the strategic positioning of 

the business. When the history shows a relatively stable pattern of financial results through the business 

cycle, management has determined that the operation of the entity will revert back to normal, thus a 
modified market approach using comparable traded multiples is an appropriate valuation technique 

because such valuation technique is likely to be suitable for an investment in an established business, 

such as Al Laith Group Investments LLC, with an identifiable stream of continuing earnings or revenue 
that is considered to be maintainable. 
 

Level 3 fair values 
 

The following table shows a reconciliation from opening balances to closing balances for fair value 

measurements in Level 3 of the fair value hierarchy. 

  
 2020   2019 

 USD USD 
Opening Balance 62,755,103 49,130,565 

Additions 6,096,000 - 

Net change in financial assets at fair value through profit or loss (23,744,240)         13,624,538 

 

Fair value at 31 December 

 

45,106,863 

 

62,755,103 
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9. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 

‘(g)  Fair values of financial instruments (Continued) 

 
Effects of unobservable input on fair value measurement 
 

Although the Fund considers that the estimates of fair value are appropriate, the use of different 
methodologies and assumptions could lead to different measurements of fair value. 

 

 Effect on fair value 

 

 

 

 

 

 

 

 

2020 

 

2019 

         Significant unobservable input: USD USD 
   Average sustainable EBITDA, profit and dividend yield  

multiple (10% increase) 
4,105,238 5,458,951 

Average sustainable EBITDA, profit and dividend yield  
multiple (10% decrease) 

(4,105,238) (5,458,951) 

 

 

10. SHARE CAPITAL  

 

 

 31 December 2020 
 

31 December 2019 

 Number of shares USD  Number of shares USD 

Management share capital: 
  

 
  

Issued and not yet paid:      
At beginning of year 100  100  100  100 

Issued during the year  
at par value USD 1.00 each -  - 

 
-  - 

At end of year 100  100  100  100 
 

 

Redeemable class A preference share 

capital:   

 
  

Issued and fully paid:   
 

  

At beginning of year 3,469  34,600,000 
 

3,600  36,000,000 

Redeemed during the year  

at value USD 10,700 each - - 

 

                   (130)   

                   

(1,400,000)    

At end of year 3,469  34,600,000 
 

3,469  34,600,000 

Class B ordinary shares:   
 

  

Issued and not yet paid:   
 

  

At beginning of year 9,000  9,000 
 

                    -                       -    

Issued during the year  

at par value USD 1.00 each - - 

 

9,000  9,000 

Allocation of earnings to holders of 

Class B  10,347,947 

 

- 10,347,947 

At end of year 9,000  10,356,947 
 

9,000  10,356,947 

Total shares 12,570  44,957,047 
 

12,570  44,957,047 
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10. SHARE CAPITAL (CONTINUED) 

 

Rights of management shares 
 

The management shares carries with it the right to one vote per issued share on any Resolution of 

Shareholders. 
 

Rights of redeemable class A preference shares 
 

 

The class A preference shares are non-voting redeemable preference shares and shall: 
 

- rank in priority to the ordinary shares; 
- rank after all debt; 

- rank pari passu with all other preference shareholders of the same class of shares; 

- earn an fixed dividend yield as determined by the directors periodically to be declared payable from 

time to time at the discretion of the directors, which dividend shall not be cumulative and shall not bear 
interest against the Fund; 

- rank before all ordinary shareholders’ dividends; 

- rank pari passu with all other preference shareholders’ dividends of the same class; 
- not participate in residual profits; 

- not carry any voting rights, either in person or by proxy, at any meeting of the Fund or on any 

Resolution of Shareholders, by virtue, or in respect of the Class A Preference Shares, unless any one or 
more of the following circumstances prevail at the date of the meeting or the date of the Resolution of 

Shareholders: 

i. any dividends, or any part thereof, which the directors have elected to distribute to the Class A 

Preference Shareholders, remain in arrears and unpaid after the specified dividend payment date 
ii. the rights attaching to the Class A Preference Shares are to be amended; 

At every general meeting or adjourned general meeting of the Fund at which holders of the Class A 

Preference Shares are present and entitled to vote, upon a poll, holders of Class A Preference Shares 
shall altogether be entitled to one vote per Class A Preference Share. 

- be redeemable in accordance with defined terms set out in the prospectus of the Fund. 

- be convertible at any time and from time to time, after the date of the issue thereof, at the option of the 

Fund, into an equivalent number of Class A Preference Shares denominated in US Dollars and bearing a 
coupon of Libor plus 1% 

- be convertible, at any time and from time to time, after the date of issue thereof, at the option of the 

Fund, into an equivalent number of Class A Preference Shares denominated in Euros and bearing a 
coupon of Euribor plus 1%. 

 
 

 Rights of class B shares 
 

The Class B Shares shall have: 
 

-  the right to an equal share in any dividend paid by the Fund; and 
-  the right to an equal share in the distribution of the surplus assets of the Fund. 

- the right to one vote on any Resolution of Shareholders 
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11. RELATED PARTY TRANSACTIONS  

 

For the year ended 31 December 2020, the Fund had transactions with its related parties.  The nature, 
volume of transactions and balances are as follows: 

 

A. Due from related parties 

 

 

Name of related party 

Nature of 

Relationship 

 

2020 

 

2019 

  USD USD 

CG Tech Ltd (formerly 

known as CG Industrial 

Holdings Ltd) 

Affiliate 4,200 - 

Carrol Investment Trust Affiliate 1,717 - 

  5,917 - 

 

Due from related parties transactions during the year pertains to settlement of invoices by the Fund in 
behalf of its affiliates. 

 

Amount due from related parties are payable on demand of the Fund and are interest free. 

 
B. Other receivable 

 

On December 21, 2018, Osiris International Trustees Limited as Trustee of Carroll Commercial Trust 
entered into an agreement with the Fund to subscribe for 9,000 Class B ordinary shares of the Fund in the 

sum of 9,000 USD. The agreement provides that the subscription price shall be settled in cash by the 

Subscriber on the Subscription Date. 
 

C. Due to related parties 

 

On March 25, 2020, the Fund entered into a loan agreement with CG Tech Holdings (formerly Carroll 
Industrial Holdings Ltd) to grant the latter an unsecured interest-free loan amounting to USD 619,101 

(GBP 500,000). Term of the loan is indefinite and is repayable on 30 days’ written demand of the Fund. 

 
On May 8, 2020, the Fund entered into a contract with CG Tech Holdings (formerly Carroll Industrial 

Holdings Ltd) to buy 2 ordinary shares of CG Management Services Ltd at USD 6,096,000. This 

represents 100% of shareholding in CG Management Services Ltd.  Prior to the transfer of Shares to the 

Fund, CG Management Services Ltd is wholly owned by Carroll Industrial Holdings. Per agreement, the 
consideration due from the Fund shall remain outstanding on an interest free loan account. 

 

The Fund intends to settle the amount at net therefore the relevant amounts have been presented in net in 
the balance sheet. 
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11. RELATED PARTY TRANSACTIONS (CONTINUED) 
 

C. Other related-party transactions 

 

31 December 2020 

 
Name of related party 

 
Nature of 

relationship 
 

Nature of 
transactions 

 

 

Volume of 

transaction

s 

 
Balance at 

receivable/at 

(payable)  

CG Tech Ltd (formerly 
known as CG Industrial 
Holdings Ltd)  Affiliate  

Due from 
related party 

 USD 

 

4,200 

 USD 

 

4,200 

Carrol Investment Trust  Affiliate  
Due from 
related party 

  

1,717 

  

1,717 

Carrol Commercial 
Trust  Affiliate  

Subscription 
receivable 

  

9,000 

  

9,000 

CG Tech Holdings Ltd  Affiliate  Loan advanced 

  

619,101 

  

619,101 

CG Tech Holdings Ltd  Affiliate  

Purchase of 
subsidiary on 
account 

  

(6,096,000) 

  

(6,096,000) 

Osiris Corporate 
Solutions (Mauritius) 
Ltd and GB Fund 
Services Ltd  

Administrato
r and 
Secretary  

Administrative 
fees 

 

24,000  (86,167) 

         

* The Fund intends to settle the amount at net therefore the relevant amounts have been presented in net 
in the balance sheet. 

 

 

 

December 31, 2019 

 
Name of related party 

 
Nature of 

relationship 
 

Nature of 
transactions 

 

 

Volume of 

transaction

s 

 

Balance at 

receivable/ 

(payable) 

      USD  USD 

CG Management 
Services Ltd  

Investment 
Manager  

 
Management fees 

 
874,000  (2,782,179) 

Osiris Corporate 
Solutions (Mauritius) 
Ltd and GB Fund 
Services Ltd  

Administrator 
and Secretary  

Administrative 
fees 

 

25,100  (37,167) 

 

The terms and conditions of the related party transactions and balances are disclosed in the relevant notes. 
 

There have been no transactions with key management personnel during the year. 
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12. SEGMENTAL INFORMATION 

 

The Fund reports segmented information in terms of geographical location. Geographical location is split between the British Virgin Islands and Jersey. 
 

For the year ended 31 December 2020    

Geographical locations British Virgin Islands Jersey Total 

 USD USD USD 

    
INCOME    
Net unrealised gains on financial asset at fair value through profit or loss (23,744,240) - (23,744,240) 

Dividends income - - - 

Net foreign exchange gain gain 121,444 - 121,444 

Interest income 25,874 - 25,874 
Gain on management fee writedown 2,723,722 -  

Total income (20,873,200) - (20,873,200) 

    

EXPENSES    
Expected credit loss 1,349,705 - 1,349,705 

Dividends paid - - - 

Performance fees - - - 

Investment management fees - - - 
Administrative fees 24,000 - 24,000 

Audit fees 7,900 - 7,900 

Registration fees - - - 
Miscellaneous - - - 

Bank charges - - - 

Total expenses 1,381,605 - 1,381,605 

    

Total comprehensive income (22,254,805) - (22,254,805) 

    

Segment assets 45,121,780 1,590,364 46,712,144 

    
Segment liabilities 5,570,966  5,570,966 
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12. SEGMENTAL INFORMATION (CONTINUED) 

 

The Fund report segment information in terms of geographical location. Geographical location is split between the British Virgin Islands and Jersey. 

For the year ended 31 December 2019    

Geographical locations 

British Virgin 

Islands 

Jersey 

Total 

 USD USD USD 

    
INCOME    
Net unrealised gains on financial asset at fair value through profit or loss 13,624,538 - 13,624,538 

Dividends income 4,823,566 - 4,823,566 

Net Foreign exchange gain 11,176  11,176 

Interest income 23,342 - 23,342 

Total income 18,482,622 - 18,482,622 

    

EXPENSES    

Dividends paid 3,420,050  3,420,050 
Performance fees - - - 

Investment management fees 874,000 - 874,000 

Administrative fees 24,000 - 24,000 
Registration fees 1,100 - 1,100 

Miscellaneous - - - 

Bank charges 312 - 312 

Total expenses 4,319,462 - 4,319,461 

    

Total comprehensive income 14,163,160  14,163,160 

    

Segment assets 64,033,465 2,206,864 66,240,329 
    

Segment liabilities 2,844,346 - 2,844,346 
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13. EARNINGS PER SHARE (EPS) 
 

The calculation of basic and diluted earnings per share is based on profits attributable to equity 

shareholders and the weighed-average number of equity shares in issue as at 31 December 2020. Basic 

and diluted earnings per share were the same since there was no potential dilutive shares at 31 December 
2020.  Equity share capital consists of class B shares (Note 10).  No profits are attributable to the 

management shares.  Accordingly, basic and diluted EPS is Nil. 

 
 

14.  GOING CONCERN 

 

The Fund has made a loss of USD 22,254,805 (2019: profit of USD 14,163,160) for the year ended 31 
December 2020, and the Fund is in net current liability position as its total current liabilities exceeded its 

total current assets by USD 3,965,685 (2019: Net current assets of USD 628,482) as of that date. The 

affiliate CG Tech Holdings Ltd has issued a letter of support in favour of the Company to meet its 
financial obligations as and when the fall due and that the Company will duly perform and comply with 

all its financial obligations. This will remain in effect for at least twelve months from the date of 

approval of the financial statements of the Company for the year ended 31 December 2020. The affiliate 
will undertake to provide the Company, with the funding or other support needed to make it possible to 

meets ongoing financial obligations. 

 

Accordingly, the financial statements are prepared on the basis of accounting policies applicable to a 
going concern basis. This basis presumes that funds will be available to finance future operations and 

that the realisation of assets and settlement of liabilities will occur in the ordinary course of business.  

 

 

15. COMMITMENTS AND CONTINGENT LIABILITY 
 

There are no commitments and contingent liabilities existing as on reporting date. The Fund has not 
provided any corporate or financial guarantees to any of its subsidiary. 

 

 

16. COVID-19 IMPACT 
 

The COVID-19 pandemic has had and is expected to continue to have a significant impact on the global 

financial markets.  The Fund will continue to remain alert to the situation and will closely monitor the 
impact on the Financial Statements. Although the Company encountered no significant impact between 

the end of the reporting period and the date of authorisation of these financial statements, the Fund 

wishes to emphasize the uncertainty associated with predicting the future impact of COVID -19.  
 

17. EVENTS AFTER THE REPORTING DATE 
 

On January 21, 2021, the Board resolved that a dividend in the amount of ZAR 4,280.36 per share 

amounting to ZAR 14,849,250, shall be declared by the Company to its Class A preference shares. 
 

On February 23, 2021, the Fund entered into an agreement with one of the directors to purchase 25 Class 
A Redeemable Preference Shares of CG Energy Services (Pty) Ltd, a company incorporated under the 

laws of South Africa. Prior to the effective date of purchase, which is February 28, 2021, The director is 

the holder of the 25 Class A Redeemable preference share. The consideration of the purchase is ZAR 

25,000,000 to be paid on or before the effective date.  
 

There were no other events subsequent to the year-end which would require disclosure and or 
adjustments in these financial statements. 


