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Butterfield Bermuda Fund Limited

For the year ended June 33, 2021, the Fund’s total return was 32.26%. The strong performance of the fund
is a result of a positive rebound from COVID-19 weakness and reopening trades in global equity markets
and a consistent growth pattern in domestic firms. The fund paid out $0.60 in dividends throughout the year
giving a dividend yield of 1.54% (based on June 30th, 2021 NAV). The Fund continues to maintain a
dividend policy whereby the dividend yield of the Fund is representative of the dividend yield for the Fund's
constituent companies.

Market Review

The domestic market constituents returned excellent results in the financial year helping the fund to perform
well. BF&M Group's consistent share buyback program continued to serve the firm well as the stock price
rose 32.46% year over year. The premium growth increased 20% from the prior year as the firm added
scale. Argus Group Holdings shares more than doubled in value as the share buyback program and the
recent acquisition of a local health care provider were cheered by investors. The deal is expected to add
$3.4 million net profit in the first year to the group's earnings. Butterfield Group also had strong returns on
the back of maintaining their dividend policy and fee revenue in the face of falling rates. Proactive measure
from the bank to provide loan payment deferral scheduled during the COVID-18 shelter-in-place order
proved to be helpful for customers, The Bank’s strategy to be the best in class off-shore financial institution
has continued to make significant strides in this niche market.

The Bermuda economy suffered substantial inferruptions from the effecls of COVID-19 global pandemic.
Significant new regulations and restrictions were instituted along with public health protocols that forced
many businesses to furtough workers and reduce hours of operation. The Government was quick to institute
funding for businesses to stay afloat by providing unemployment benefits to effected workers. In tandem
with the rest of the globe, Bermuda was forced to act in an effort to curb the spread of the virus hefore it
was too late. Real estate markets have seen significant uptick in activity as cash buyers have taken
advantage of opportunities. A new government effort to increase residents on island are the digital nomad
scheme as weli as the economic invesiment certificate (EIC). The former grants foreign nationals to live in
Bermuda while working remotely for their overseas company. The latter, {EIC) aliows non-Bermudians to
reside in Bermuda for five years if they invest at least $2.5Million into an approved method of the economic
advancement. The continuation of intelligent programs and methods such as these are welcomed as the
country looks to move beyond the pandemic.

The foreign reinsurance sector performance for the fiscal year was very positive as global equity markets
continued their rebound from the effects of a COVID-19 pullback. The industry's competitive edge was seen
in firms with less exposure to health and life policy lines as short tail fines were able to redeploy capital from
the lack of claims. The examples of motor and some property insurance firms offering premium rebates
was a clear sign that claims were down. Premium growth continued across the board as the world events
moved the market to seek additional risk protection.

Company formations in the reinsurance space were strong, focused on the Bermuda marketplace. ILS and
traditional capital poured into the companies as the opportunities for additional risk coverage grew given
recent world events. The opportunity to diversify into further coverage areas is a key component of growth
as firms look for scale,

The fund is now positioned fairly equally weighted between the domestic and reinsurance markets, with the
income bearing names becoming an increasingly important part of the asset allocation. A measured
approach to managing premium growth in the midst of a new normal will be key as firms look for ways to
continually return outsized risk-adjusted returns.



Butterfield Bermuda Fund Limited

Outlook

The COVID-19 pandemic has impacted every inch of the global economy and forced firms to rethink how
they do business if they wish to survive. It is incumbent on the fund to keep abreast on which companies
are innovating and growing shareholder values as we manage assets. With company formations growing
at record levels in the reinsurance market we are optimistic for the continued growth of the space.
Additionally, as domestic firms seem to continually be offering solid results and positive growth, the future
econany is set up to take advantage of the regpening economic upswing. As the Bermuda government
continues to direct efforts into growing the economic pie, we see fund constituents being the primary
benefactors of the growth opportunities in the marketplace. The fund remains committed to a disciplined

approach to capitalizing on the opporunities presented to continually earn shareholder value for its
shareholders.

Dwayne Outerbridge

President

Butterfield Bermuda Fund Limited
July, 2021
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Independent Auditor’s Report

The Board of Directors
Butterfield Bermuda Fund Limited

Opinion

We have audited the financial statements of Butterfield Bermuda Fund Limited (the Fund), which comprise the
statement of financial position as at June 30, 2021, and the statement of comprehensive income, statement of
changes in net assets attributable to holders of common shares and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Fund as at June 30, 2021, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. 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 ethical requirements that are relevant to our
audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Other Information Included in the Fund’s 2021 Annual Report

Other information consists of the information included in the Annual Report other than the financial statements and
our auditor’s report thereon. Management is responsible for the other information.

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.

Responsibilities of Management and the Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines 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, management is 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 management either intends to liquidate the Fund or to cease operations, or has no realistic alternative but to do
$0.

The Board of Directors is responsible for overseeing the Fund’s financial reporting process.

A member firm of Ernst & Young Global Limited
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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
Canadian generally accepted auditing standards 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 Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism 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 management.

+  Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the 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 the Board of Directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may

reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this auditor’s report is Jessel Mendes.

ézvmzf ¥ L.

November 24, 2021

A member firm of Ernst & Young Global Limited
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Butterfield Bermuda Fund Limited

STATEMENT OF FINANCIAL POSITION
As at June 30, 2021
(Expressed in Bermuda Dollars)

June 30, 2021

June 30, 2020

Notes $ $
ASSETS
Cash and cash equivalents 2h) 256,809 182,892
Financial assets at fair value through
profit or loss 3,4 17,837,700 11,760,495
Dividends and interest receivable 65,218 26,274
Prepaid expenses 6,212 5232
Total assets 18,165,939 11,974,893
LIABILITIES
Dividends payable 6 69,469 59,509
Accrued expenses 7,8 31,401 26,729
Subscriptions received in advance 8,889 7,364
Withholding tax payable 2,499 2,115
Total liabilities 112,258 95,717
Organisational shares 5 12,000 12,000
Total liabilities and equity (including net
assets attributable to holders of common
shares) 18,165,939 11,974,893
NET ASSETS ATTRIBUTABLE TO HOL.DERS
OF COMMON SHARES 18,041,681 11,867,176
Number of shares in issue - Class A 5 463,124 396,725
NET ASSET VALUE PER SHARE - CLLASS A 38.96 29.91

The accompanying notes form an integral part of these financial statements.
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Butterfield Bermuda Fund Limited

SCHEDULE OF PORTFOLIO INVESTMENTS
As at June 30, 2021
(Expressed in Bermuda Dollars)

2021
Number of Fair % of
Shares Value Portfolio
INVESTMENTS
Common Stock
Algonquin Power & Utifities Corp 10,000 $ 148,801 0.84%
Aon Plc 1,850 441,706 2.48%
Arch Capital Group Lid. 19,500 759,330 4.26%
Argo Group International Holdings Ltd. 5,820 301,651 1.69%
Argus Group Holdings Ltd, 347,493 1,794,801 10.06%
Assured Guaranty Ltd. 12,000 569,760 3.19%
Athene Holding Lid. 4,000 270,000 1.51%
ATN International Inc 2,750 125,098 0.70%
Axa SA 7,500 180,875 1.07%
Axis Capital Holdings Ltd. 10,000 490,100 2.75%
Bank of N.T. Butterfield & Son Lid. 56,500 2,002,925 1M.23%
Bermuda Aviation Services Lid. 119,856 174,390 0.98%
Bermuda Press (Holdings) Ltd. 5,511 33,755 0.19%
BF&M Limited 79,158 1,828,550 10.25%
Chubb Lid. 6,900 1,096,686 6.15%
Everest Re Group Ltd. 2,000 504,020 2.83%
Markel Corp. 500 593,355 3.33%
Marsh & McLellan Companies inc 1,500 211,020 1.18%
RenaissanceRe Holdings 1id. 3,900 580,398 3.25%
Swiss Re AG 7,500 169,500 0.95%
Walford Holdings Ltd 4,000 139,960 0.78%
Wattington Waterworks Lid. 6,300 195,300 1.08%
West Hamilton Holdings Ltd. 10,240 59,955 0.34%
Willis Towers Waison Plc 1,700 391,034 2.19%
13,072,970 73.29%
Preferred Stock
Argo Group IMernational Holdings Ltd. FLT perp 17,200 480,568 2.69%
Aspen Insurance Holdings Ltd. 5.625% perp SR* 17,000 469,880 2.63%
Athene Holding Ltd FLT perp SR: A 10,500 308,700 1.73%
Athene Holding Ltd FLT perp SR; C 5,500 155,265 0.87%
ParinerRe Lid 4.875% perp SR:J 11,200 309,680 1.74%
1,724,083 9.66%
Corporate and Government Bonds
Aon Corp 2.800% 05/15/30 200,000 210,182 1.18%
Bermuda Governmen International Bond 2.375% 08/20/30 1,000,000 997,500 5.59%
Bermuda Government international Bond 3.717% 01/25/27 306,000 327,750 1.84%
Bermuda Government international Bond 4.750% 02/15/29 506,000 581,600 3.26%
Marsh & McLellan Companias Inc 2.250% 11/15/30 400,000 405,604 2.27%
Sirius International Group Ltd. 4.600% 11/01/26 300,600 307,797 1.73%
Wiilis North America Inc 2.950% 08/15/29 200,000 210,204 1.18%
3,040,637 17.65%
TOTAL INVESTMENTS, AT FAIR VALUE $ 17,837,700 100.00%

The accompanying notes form an integral part of these financial statements.
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Butterfield Bermuda Fund Limited

STATEMENT OF COMPREHENSIVE INCOME
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2021 2020
Notes $ $
INCOME
Net realised and change in unrealised gain/(loss) on
financial assets at fair value through profit or loss 3,750,497 {1,660,322}
Dividends and interest 450,522 387,494
Total incomel{loss} 4,201,019 (1,272,828)
EXPENSES
Management fee 7 a) 111,076 100,061
Administration fee 8 20,933 18,761
Audit fee 6,176 4,984
Custodian fee 7 b) 7,535 6,684
Government fee 1,441 6,836
Other expenses 15,5621 17,179
Foreign withholding tax expense 30,093 5,592
Total expenses 192,775 160,097
NET INCOMENLOSS) 4,008,244 {1,432,925)
Less: Withholding tax on dividend income 13,769 2,580
NET INCREASE/(DECREASE) IN NET ASSETS
RESULTING FROM OPERATIONS ATTRIBUTABLE
TO HOLDERS OF COMMON SHARES 3,994,475 (1,435,505)

The accompanying notes form an integral part of these financial statements.
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Butterfield Bermuda Fund Limited

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF COMMON SHARES
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2021 2020
Note $ $
NET INCREASE/{DECREASE) IN NET ASSETS
RESULTING FROM OPERATIONS ATTRIBUTABLE TO
HOLDERS OF COMMON SHARES 3,994,475 (1,435,506)
DISTRIBUTIONS TO INVESTORS
Dividends paid and payable (259,064} (239,372)
CAPITAL STOCK TRANSACTIONS
Issue of redeemable shares 3,785,121 1,012,491
Redemption of redeemable shares (1,346,027} {1,304,232)
Net capital stock transactions 2,439,084 (281,741)
NET INCREASE IN NET ASSETS ATTRIBUTABLE TO
HOLDERS OF COMMON SHARES 6,174,505 (1,966,618)
NET ASSETS ATTRIBUTABLE TO HOLDERS OF
COMNMON SHARES - BEGINNING OF THE YEAR 11,867,176 13,833,794
NET ASSETS ATTRIBUTABLE TO HOLDERS OF :
COMMON SHARES - END OF THE YEAR 18,041,681 11,867,176

The accompanying notes form an integral part of these financial statements.
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Butterfield Bermuda Fund Limited

STATEMENT OF CASH FLLOWS
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2021 2020
$ $

Cash flows from operating activities

Net increasef(decrease) in net assets resulting from
operations attributable to holders of commen shares 3,994 475 {1,435,505)
Adjustments for:
Purchase of financial assels (6,346,293} {461,036)
Net proceeds from sale of financial assets 4,019,585 973,601
Net realised and change in unrealised (gain)/loss on financial
assets (3,750,497} 1,660,322
Changes in:

Dividends and interest receivable (38,944) (638)
Prepaid expenses (980) 5,346
Accrued expenses 4,672 267
Withholding tax payable 384 {442)
Net cash (used in)/provided by operating activities (2,117,598) 741,915

Cash flows from financing activities
Change in subscriptions received in advance 1,525 6,764
Proceeds from issuance of shares 3,683,467 819,83%
Payments from redemption of shares (1,346,027) (1,304,232)
Dividends paid (47,450} (48,108)
Net cash provided by/{used in) financing activities 2,191,515 (525,737}
Net increase in cash and cash equivalents 73,917 216,178
Cash and cash equivalents — beginning of year 182,892 {33,286)
Cash and cash equivalents — end of year 256,809 182,892

Supplemental cash flow information:
interest received 44,483 12
Dividends received, net of withholding taxes 391,087 384,264

Supplemental non-cash information:
-Shares — Class A issued through dividend reinvestment 201,654 192,652

The accompanying notes form an integral part of these financial statements.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

1.

CORPORATE INFORMATION
Butterfield Bermuda Fund Limited {the "Fund") is an open-ended investment company which was
incorporated under the laws of Bermuda on February 22, 1994,

The Fund commenced operations on March 31, 1994. The Bank of N. T. Butterfield & Son Limited acts as
custodian (the “Custodian”). Butterfield Asset Management Limited acts as investment adviser (the
“Investment Adviser”}). MUFG Fund Services (Bermuda) Limited acts as registrar and transfer agent and as
accountants/administrator (the “Registrar and Transfer Agent” or "Administrator”) for the Fund. The
Custodian and Investment Adviser are wholly owned subsidiaries of The Bank of N.T. Butterfield & Son
Limited (the “Bank").

The registered address of the Fund is c/fo MUFG Fund Services (Bermuda) Limited, Cedar House, 4% Fioor
North, 41 Cedar Avenue, Hamilton HM 12, Bermuda.

The Investment Adviser, Custodian and Bank each maintains separate business units, roles and
responsibilities to ensure segregation between different functions.

The investment objective of the Fund is to provide long term capital growth and current income by investing
in a diversified portfolio of Bermuda assets.

BASIS OF PREPARATION

Accounting convention

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS") issued by the Infernational Accounting Statements Board ("IASB”). The financial
statements have been prepared on a historical-cost basis, except for financial assets held at fair value
through profit or loss.

The financial statements are presented in Bermuda dollars, which is the functional currency of the Fund,
and all values are rounded to the nearest dollar, except when otherwise stated.

Summary of significant accounting policies

a) Significant accounting judgements, estimates and assumptions
The preparation of financial statements in conformity with IFRS requires the Fund's management to
make judgements, estimates and assumptions that affect the amounts reported and disclosures made
in the financial statements, and accompanying notes. Management believes that the estimates and
judgements utilised in preparing the Fund’s financial statements are reasonable and prudent. Actual
results could differ from these estimates.

b} Financial instruments
i Classification
In accordance with IFRS 8, the Fund classifies its financial assels and financial liabilities at initial

recognition into the categories of financial assets and financial liabilities discussed below,

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
termor

i1



Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies (continued)

b} Financial instruments (continued)

i

Classification (continued)

{b) Oninitial 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

{¢) Itis a derivative (except for a derivative that is a financial guarantee contract or a 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 ioss on the basis of both:

+ The entity’s business model for managing the financial assets

¢ The contractual cash flow characteristics of the financiat asset

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 short-term non-financing
receivables including cash collateral posted on derivative contracts, accrued income and other
receivables.

Financial assets measured at fair value through profit or loss (FVPL)
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) itis 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 FVPL when doing so
efiminates 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 different bases.

The Fund includes in this category:

Debt instruments: These include investments that are held under a business model to manage
them on a fair value basis for investment income and fair value gains.

instruments held for trading: This category includes equity instruments and debt instruments which
are acquired principally for the purpose of generating a profit from short-term fluctuations in price.
This category also includes derivative contracts in an asset position.

12




Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
{(Expressed in Bermuda Dollars)

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies {continued)

b} Financial instruments (continued)

Classification {continued)

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

The Fund includes in this category, derivative contracts in a liability position and equity and debt
instruments sold short since they are classified as held for trading.

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 other short-ferm payables.

Receivables
Receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market.

Other financial liabilities
This category includes all financial liabilities, other than those classified as held for trading. The
Fund includes in this category amounts for other short-term payables.

Recognition
The Fund recognises a financial asset or a financial liability when it becomes a party to the
contractual provisions of the instrument.

Purchases or sales of financial assels that require delivery of assets within the time frame generally
established by regulation or convention in the market place (regular way trades) are recognised
on the trade date, i.e., the date that the Fund commits to purchase or sell the asset.

Initial measurement

Financial assets and financial liabilities at fair value through profit or loss are recorded in the
statement of financial position at fair value, Al transaction cosls for such instruments are
recognised directly in profit or loss.

Receivables and other financial liabilities (other than those classified as held for trading) are
measured initially at their fair value plus any directly attributable incremental costs of acquisition
or issue.

For financial assets and liabilities where the fair value at initial recognition does not equal the

transaction price, the Fund recognises the difference in the statement of comprehensive income,
unless specified otherwise.

13



Butterfield Bermuda Fund Limited

NOTES TQO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
{Expressed in Bermuda Dollars}

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies (continued}

h) Financial instruments {continued)

iv.

Subsequent measurement

After initial measurement, the Fund measures financial instruments which are classified at fair
value through profit or loss, at fair value. Subsequent changes in the fair value of those financial
instruments are recorded in net change in unrealised gain/(loss} on financial assets at fair value
through profit or loss in the statement of comprehensive income. Interest and dividend earned or
paid on these instruments are recorded separately in interest income or expense and dividend
income or expense in the statement of comprehensive income.

Receivables are carried at amortised cost using the effective interest method less any allowance
for impairment. Gains and losses are recognised in profit or loss when the loans and receivables
are derecognised or Impaired, as well as through the amortisation process.

Financial liabilities, other than those classified at fair value through profit or loss, are measured at
amortised cost using the effective interest method. Gains and losses are recognised in profit or
loss when the liabilities are derecognised, as well as through the amortisation process.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or a part of a group of simitar
financial assets) is derecognised when the rights to receive cash flows from the asset have expired
or the Fund has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a pass-
through arrangement and either: the Fund has transferred substantially all the risks and rewards
of the asset, or the Fund has neither transferred nor retained substantially ali the risks and rewards
of the asset, but has transferred control of the asset.

When the Fund has fransferred its right to receive cash flows from an asset (or has entered into a
pass-through arrangement), and has neither transferred nor retained substantially all of the risks
and rewards of the asset nor fransferred control of the asset, the asset is recognised {o the extent
of the Fund’s cantinuing involvement in the assel. In that case, the Fund also recognises an
assaciated liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Fund has retained. The Fund derecognises a financial
fiability when the obligation under the liability is discharged, cancelled or expired.

¢} Falr vafue measurement
The fair value of an asset or a liability is measured using the assumptions that market participanis would
use when pricing the asset or liability, assuming that market participants act in their economic best
interest. The fair value for financial instruments traded in active markets at the reporling date is based
on their quoted price or dealer price quotations, without any deduction for transaction costs.

It is the policy of the Fund to value any asset quoted, listed, traded or dealt with on an exchange or
market by reference to the last traded price on or prior to the relevant Valuation Day on the major
exchange or market in which the assets are dealt, to the extent that such valuation is based on a price
within the bid-ask spread that is most representative of fair vaiue on valuation date. In circumstances
where the last traded price is not within the bid-ask spread, the Directors will determine the point within
the bid-ask spread that is most representative of fair value.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies {continued)

c)

d)

f}

9)

Fair value measurement {continued)
The Directors at their absalute discretion may permit some other method of valuation to that described
above if they consider such valuation better reflects the fair value of any investment.

Impairment of financial assets

The Fund holds only trade receivables with no financing component and which have maturities of less
than 12 months at amortised cost and, as such, has chosen to apply an approach similar to the simplified
approach for expected credit losses (ECL) under IFRS 9 to all its trade receivables. Therefore the Fund
does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs
al each reporting date. As at June 30, 2021 and 2020, the Fund had no ECLs and had, therefore, not
recognised a loss allowance.

The Fund's approach to ECLs reflects a prabability-weighted outcome, the time value of money and
reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, current conditions and forecasts of future economic conditions. The Fund uses
the provision matrix as a practical expedient to measuring ECLs on trade receivables, based on days
past due for groupings of receivables with similar loss patterns. Receivables are grouped based on
their nature. The provision matrix is based on historical observed loss rates over the expected life of
the receivables and is adjusted for forward-looking estimates.

Functional and presentation currency

The Fund's functional currency is the Bermuda Dollar, which is the currency of the primary economic
environment in which if operates. The Fund's performance is evaluated and its liquidity is managed in
Bermuda Dollars. Therefore, the Bermuda Dollar is considered as the currency that most faithfully
represents the economic effects of the underlying transactions, events and conditions. The Fund's
presentation currency is also the Bermuda Dollar.

Offsetting and financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the asset and settle the fiability simultaneously.

Management has determined that, as at June 30, 2021 and 2020, there were no assets and liabilities
offset in the statement of financial position, nor were there any assets or fiabilities available for offset.
The Fund does not have a legally enforceable right to offset, nor does it have master netting agreements
or similar arrangements that would allow for related amounts to be set off.

Foreign currency translations

Assets and liabilities that are denominated in foreign currencies are translated into Bermuda dollars at
rates of exchange on the period end date. Transactions during the period are translated at the rate in
effect at the date of the transaction. Foreign currency translation gains and losses are included in the
statement of comprehensive income.

The Fund does not isolate that portion of gains and losses on investments which is due to changes in
foreign exchange rates from that which is due to changes in market prices of the investments. Such
fluctuations are included in the net realised and change in unrealised gain/(loss) on investments in the
statement of comprehensive income.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies {continued)

h}

)

k)

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand, money market
funds with daily liquidity and short-term deposits in banks that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of changes in value, with original maturities of three
months or less. As at June 30, 2021 and 2020, there was no restricted cash held.

Due from and due to broker

Amounts due from and to brokers represents cash held with brokers and receivables for securities sold
and payables for securities purchased that have been contracted for but not yet settled or delivered on
the statement of financial position date, respectively. These amounts are recognised at fair value.

Interest income and expense

Interest income and expense are recognised in the statement of comprehensive income for all interest-
bearing financial instruments using the effective interest methed.

Dividend income and expense

Dividend income is recognised on the date on which the investments are quoted ex-dividend or, where
no ex-dividend date is quoted, when the Fund’s right to receive the payment is established. Dividend
income is presented gross of any non-recoverable withholding taxes, which are disclosed separately in
the statement of comprehensive income. Dividend expense relating to equity securities sold short is
recognised when the shareholders’ right to receive the payment is established.

Realised and change in unrealised gains and losses

Realised and change in unrealised gains/(losses) on financial assets at fair value through profit or loss
are recognised in the statement of comprehensive income. The cost of investments sold is accounted
for using the average cost basis.

Expenses

All expenses (including management fees) are recognised in the statement of comprehensive income
on an accrual basis.

Going concern

The Fund's management has assessed 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 significant doubt upon the Fund's
ability to continue as a going concern. Therefore, the financial statements continue to be prepared on
the going concern basis.

Share capital

The Fund's Organisational Shares are classified as equity in accordance with IFRS and the Fund's
articles of association. These shares do not participate in the profits of the Fund.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

2. BASIS OF PREPARATION (CONTINUED)

Summary of significant accounting policies {continued)

p)

q)

s)

Redeemable participating shares

Redeemable participating shares (i.e., Class A shares) are redeemable at the shareholder’s option and
are classified as financial liabilities. The redeemable participating shares c¢an be put back to the Fund
on any dealing day (normally the next business day following the Valsation Day, which is on Wednesday
in each week) at a value equal to a proportionate share of the Fund's net asset value ("NAV"). The
Fund's net asset value per share is calculated by dividing the net assets altributable to holders of
common shares with the total number of outstanding common shares.

investment entity

IFRS 10 defines an investment entity and requires a reporting entity that meets the definition of an
investment entity not to consolidate but instead to measure its investments at fair value through profit
or loss in its financial statements.

To qualify as an investment entily, a reporting entity is required to:
s Obtain funds from one or more investors for the purpose of providing them with investment
management services;
» Commit to its investor(s) that its business purpose is to invest funds solely for returns from
capital appreciation, investment income, or both; and
+ Measure and evaluate performance of substantially all of its investments on a fair value basis.

Management has determined that the Fund meets the definition of an investment entity and recognizes
all investments at fair value through profit and loss.

Impact of new accounting pronouncements

For the year ended June 30, 2021, there are no new accounting pronouncements that are expected to
have a material impact on the financial statements.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are discussed befow. The Fund based ils
assumptions and estimates on parameters available when the financial statements were prepared.
However, existing circumstances and assumptions about future developments may change due to
market changes or circumstances arising beyond the control of the Fund. Such changes are reflected
in the assumptions when they occur.

Fair value
For fair vatue of financial instruments please refer to Note 4.

3. FINANCIAL RISK MANAGEMENT
The Fund's overall risk management approach includes formal guidelines to govern the extent of expostre
to various types of risk. The Investment Adviser also has various internal controls to oversee the Fund's
investment activities, including monitoring compliance with the investment objective and strategies, internal
guidelines and securities regulations.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
For the year ended June 30, 2021
{(Expressed in Bermuda Dollars)

3.

FINANCIAL RISK MANAGEMENT (CONTINUED)

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. Financial instruments that potentially expose the Fund
to credit risk consist primarily of debt securities, cash and cash equivalents and balances held at brokers.
The value of cash and cash equivalents and balances held at brokers on the statement of financial position
as well as the value of debt securities on the statement of portfolic investments includes consideration of

the creditworthiness of the issuer, and, accordingly represents the maximum credit risk exposure of the
Fund.

Credit ratings below represent ratings of debt securities provided by Standard & Poor's and are subject to
change, which could be material.

% of Portfolio

2021 2020

Debt Securities by Credit Rating
A+ 10.69 -
A- 3.45 -
BBB 2.91 -
Not Rated by S&P - -
17.05 -

For the debt securities not rated by Standard & Poor's, the credit ratings provided by Moody’'s would be
presented instead. As at June 30, 2021, the Fund heid no debt securities not rated by Standard & Poor.

Substantially all of the assets of the Fund are held by the Fund's Custodian and the Bank. The Fund
monitors its risk by monitoring the credit quality of the Custodian and the Bank. As at June 30, 2021, the
credit rating of the Custodiar and the Bank, as provided by Standard and Poor’s, were both BBB+ (2020 —
BBB+}).

Currency Risk

Currency risk is the risk that the value of an investment will fluctuate due to changes in foreign exchange
rates. When the Fund enlers into transactions which are denominated in currencies other than the Fund's
reporting currency, the Investment Adviser attempts to mitigate the associated currency risk, which may
include the use of forward currency contracts. As at June 30, 2021 and 2020, the Fund's exposure to
currencies other than the Fund’'s reporting currency was limited to small balances of cash and cash
equivalents denominated in foreign currencies which are not significant to the Fund as a whole.

The Bermuda Dollar is pegged to the US dollar. The Fund invests in both US Doliar and Bermuda Dotllar

instruments. There is no guarantee that the Bermuda Dollar will always be pegged to the US doliar or that
the ratio wili remain at 1:1.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars)

3.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Interest Rate Risk

Interest rate risk is the risk that the fair vaiue of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Prices of fixed income securities generally increase when
interest rates decline and decrease when interest rates rise. The Fund is exposed to these fluctuations
through their holdings of fixed income securities. As at June 30, 2021, had the interest rates increased or
decreased by 25 basis points and assuming a direct impact to the net assets by 25 basis points, net
assets would have decreased or increased by approximately $45,104 (2020 - $Nil). This change is
estimated using the weighted average duration of the fixed income portfolic. This analysis assumes that
all other variabtes remained unchanged. In practice, actual results may differ from this analysis and the
difference could be material.

Liguidity Risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations associated with financial
liabilities. The Fund is exposed to liquidity risk by way of weekly cash redemptions of redeemable shares.
However, the Fund retains sufficient cash, cash equivalents, marketable securities and credit facilities to
maintain adequate liquidity to address this risk. The Fund has a credit facility in place to assist the Fund in
meeting short term liquidity obligations.

As at June 30, 2021, the Fund holds $1,724,093 (2020 — §Nil} in preferred stocks and $3,040,637 (2020 -
$Nil) in corporate and government bonds with a maturity of greater than five years from year-end.

Price/Market Risk

Price/market risk is the risk that the value of investments wil! fluctuate as a result of market conditions. All
investments of the Fund are exposed to price/fmarket risk. The Investment Adviser attempts to mitigate
price/market risk by selecting appropriate portfolio investments based on the Fund's strategy. All of the
Fund's investments at June 30, 2021 and 2020 were listed on stock exchanges.

The majority of the Fund's investments were exposed to changes in equity and bond prices. As at June 30,
2021, if equity and bond prices had been 5% higher or lower with all other variables held constant, the net
assets of the Fund would have been $891,885 (2020 - $588,025) higher or lower. A sensitivity rate of 5%
is used when reporting price/fmarket risk internally to key management personnel and represents
management’s assessment of possible change in market prices,

Financial risk related to COVID-19

The Investment Adviser continues to monitor developments related to the COVID-19 pandemic and the
potential impact on the financial performance of the Fund. The Investment Adviser has evaluated the impact
of these events on the financial statements for the year ended June 30, 2021 and has determined the impact
of COVID-19 has been taken into account where necessary and no material events have been identified
which would require further adjustment to or disclosure in the financial statements.
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Butterfield Bermuda Fund Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda Dollars}

4. FAIR VALUE OF FINANCIAL ASSETS
The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

« Level i - unadjusted quoted prices in active markets for identical assets or liabilities;

o Level 2 - inputs other than quoted prices included within Level 1 that are market observable for the
asset or liability, either directly or indirectly; and

» Level 3 - inputs for the asset or liability that are not based on observable market data, including the
Fund’s own assumptions in determining the fair value of investments.

June 30, 2021

Classification Level 1 Level 2 Level 3 Total
Financial Assets

Commeon Stock $ 8,985,219 $ 4,086,751 § - $ 13,072,970
Preferred Stock - 1,724,093 - 1,724,093
Corporate and Government Bonds - 3,040,637 - 3,040,637
Total Financial Assets $ 8,986,219 $ 8,851,481 § - $ 47,837,700
June 30, 2020

Classification Level 1 Level 2 Level 3 Total
Financial Assets

Common Stock $ 6,433,729 % 5326766 $ - $ 11,760,495
Total Financial Assets 5 6,433,729 % 5,326,766 § - $ 11,760,495

Financial assets and liabilities transferred from Level 1 to Level 2 are the result of the securities no longer
being traded in an active market. There were transfers of financial assets from Level 1 to Level 2 of $Nil
and $2,760,984 during the years ended June 30, 2021 and 2020, respectively. There were no other
transfers of finahcial assets and liabilities betwsen levels during the years ended June 30, 2021 and 2020.
The Fund did not hold any Level 3 investments at the beginning, during, or at the end of the years ended
June 30, 2021 and 2020,

5. SHARES ISSUED AND OUTSTANDING
The authorised capital stock of the Fund is $25,012,000 (2020: $25,012,000) divided into:

25,000,000 (2020: 25,000,000) Class A participating, non-voting common shares of a par value of $1.00
each share, and

12,000 (20620: 12,000} organisational non-participating, voting shares of a par vatue of $1.00 each share.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021

(Expressed in Bermuda Dollars)

5. SHARES ISSUED AND OUTSTANDING {CONTINUED)

Details of number of shares issued and outstanding as of June 30, 2021 and 2020 are as follows:

2021 2020
Participating Shares Class A Class A
Balance - beginning of year 396,725 405,980
Issue of common shares - 104,720 29,905
Redemption of commaon shares {38,321) (39,160)
Balance - end of year 463,124 396,725
Organisational Shares 12,000 12,000

Class A shares are allotted to subscribers at a value determined by reference to the weekly valuation of the
net assets of the Fund. Class A shares may be redeemed weekly for an amount equal to the net asset value
per share as at the close of business on the Valuation Pay, following receipt of the properly completed
request for redemption, subject to the power of the directors to deduct there from an amount sufficient in
their opinion to meet sale and fiscal charges incurred in realising assets fo provide funds to meet the request.

The initial minimum subscription is $1,000.00 for Class A Shares. Additional subscriptions will be accepted
in any amount. The management fees payable to the investment Adviser in respect of Class A shares are
described in Note 7 a.

The organisational shares are owned by the Investment Adviser and its nominees. Under the Bye-Laws,
the organisational shares have only nominal rights if and so long as there are any other shares of the Fund
in issue.

Capital Management

As a result of the ability to issue, repurchase and resell shares, the capital of the Fund can vary depending
on the demand for redemptions and subscriptions to the Fund. The Fund is not subject to externally imposed
capital requirements and has no legal restrictions on the issue, repurchase or resale of redeemable shares
beyond those included in the Fund's Prospectus.

6. DIVIDENDS
Dividends declared by the Fund on Class A shares were as follows:
Declaration Declaration

Date 2021 Date 2020
$0.15 per share (2020 - $0.15 per share) Oct1,2020 § 59,404 Sept 30,2019 $ 59,603
$0.15 per share (2020 - $0.15 per share) Jan 4, 2021 62,987 Dec 31, 2019 60,277
$0.15 per share (2020 - $0.15 per share) April 1, 2021 67,204 March 31, 2020 60,083
$0.15 per share (2020 - $0.15 per share) June 30, 2021 69,469  June 30, 2020 59,509
$ 259,064 $ 239,372
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended June 30, 2021
(Expressed in Bermuda BDollars)

7. RELATED PARTY TRANSACTIONS

a) Management Fee
The Investment Adviser is related to the Fund through common directorship.

Under the terms of the management agreement, the investment Adviser is entitled to receive a monthly
fee calculated at the rate of no mere than 1% per annum of the average valuation of the net assets of
the Fund carried out on the Valuation Days during each month. Presently, the monthiy fee is calculated
at the rate of 0.75% per annum. The fee of the Investment Adviser is reduced fo take account of the
management fee already levied on assets held in shares of other funds managed by the Investment
Adviser. Management fee for the year was $111,076 (2020 - $100,061) with $13,068 {2020 - $8,409)
being payable and included in accrued expenses at year end.

b} Custodian Fee
In accordance with the custodian agreement, the Custodian receives a fee based upon the nature and
extent of the services provided. Relevant out-of-pocket expenses may alsc be charged to the Fund by
the Custodian. The custodian fee for the year was $7,535 (2020 - $6,684) with $877 (2020 - $4,315)
being payable and included in accrued expenses at year end.

c) Credit Facility

On August 7, 2020 (2020: August 9, 2019), the Fund renewed the unsecured credit facility agreement
with the Bank and increased the amount of the agreement from $1,400,000 to $2,000,000. The
agreement bears an interest rate of 1% per annum above the higher of the LIBOR cr the funding costs
incurred by the Bank in making the revolving credit facility available on any date of drawdown. The full
amount of any amount advanced under the revolving facility, together with the accrued interest and
other amounts payable by the Fund to the Bank, is payable on the earlier of seven days following the
utilization date or the expiry date, unless extended at the Bank’s sole discretion and the advances will
be limited to 10% of the Fund’s net asset value. if any payment falls due and payable on a day which is
not a business day the payment shall be made on the next following business day. The renewed
unsecured facility expired on June 30, 2021 (2020: June 30, 2020).

On September 30, 2021, the Fund renewed the unsecured credit facility agreement with the Bank. The
interest rate changed to the United States Dollar Prime Rate minus 1%, subject to a minimum rate of
2%. The other terms remain unchanged from the previous agreement. The renewed unsecured facility
expires on June 30, 2022. As at June 30, 2021 and 2020 no drawings were made on the credit facility.

8. ADMINISTRATION FEE
In accordance with the administration agreement, the Administrator receives a fee based upon the nature
and extent of the services provided. Administration fes for the year was $20,933 (2020 - $18,761) with
$6,326 {2020 - $3,990) being payable and included in accrued expenses at year end.

9. TAXATION
The Fund is a local Bermuda Company and under current Bermuda law, the Fund is not obligated to pay
taxes in Bermuda on either income or capital gains.

In accordance with IFRIC 23 ‘Uncertainty over income tax treatments’ ("IFRIC 23), the FFund has analysed
its tax positions and has concluded that no assel/liabiiity for unrecognised tax benefits/obligations shouid
be recorded refating to uncertain tax positions for the year ended June 30, 2021. Currently, the only taxes
recorded by the Fund are withholding taxes applicable to certain income. For the year ended June 30, 2021
and 2020, no other income tax liability or expense has been recorded in the accompanying financial
statements.
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(Expressed in Bermuda Dollars)

10. COMMITMENTS AND CONTINGENCIES
Management has determined that the Fund had no commitments or contingencies as at June 30, 2021
(2020; none).

11. SUBSEQUENT EVENTS
The Fund has evaluated all the events or fransactions that occurred after June 30, 2021 through November
24, 2021, the date the financial statements were available to be issued.

12. FINANCIAL HIGHLIGHTS

2021 2020
CLASS A CLASS A
Per Share Information
Net asset value - beginning of year $ 29.91 % 34.08
Net income from investment operations
Net investment income™*** 0.61 0.55
Net realised and change in unrealised
gain/(loss) on investments 9.04 4.12)
Total from investment operations 9.65 {3.57)
Distributions to investors (G.60) {0.60)
Net asset value — end of year $ 3896 $ 29.91
2021 2020
CLASS A CLASS A
Ratios / Supplemental data
Total net assets - end of year $ 18,041,681 $ 11,867,176
Weighted average net assets* 15,066,405 13,274,442
Ratio of expenses to weighted average
net assets annualised 1.28% 1.21%
Portfolio turnover rate** 27.53% 3.48%
Annual rate of return™* 32.26% (10.47}%

* Average net assels are calculated using net assets on the last valuation date of each month.

** Portfolio turnover rate is calculated using the lesser of purchases or sales of investments for the year
divided by the weighted average value of investments, calculated using the last valuation date of each
month.

*** Annual rate of return for shareholders who reinvested dividends is calculated by comparing the end of
vear net asset value per share plus any dividend per share amounts to the beginning of year net asset
value per share,

****Net investment income represents dividends, deposit interest and other income net of expenses.

13. APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by the Directors on November 24, 2021,
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