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lllustrative IFRS financial statements 2015 - Investment funds

This publication provides an illustrative set of financial statements, prepared in accordance with International
Financial Reporting Standards (IFRS), for a fictional open-ended investment fund (‘ABC Fund’ or the ‘Fund’).

ABC Fund is an existing preparer of IFRS financial statements; IFRS 1, ‘First-time adoption of IFRS’, is not applicable.
It does not have any subsidiaries, associates or joint ventures. ABC shares are not traded in a public market.
Guidance on financial statements for first-time adopters of IFRS is available at www.pwc.com/ifrs.

This publication is based on the requirements of IFRS standards and interpretations for the financial year beginning
on 1 January 2015.

The new standards and amendments effective for annual periods beginning on 1 January 2015 which may be
relevant to investment funds comprise: ‘Annual Improvements to IFRSs - 2010-2012 Cycle’ and 'Annual Improvements
to IFRSs - 2011 - 2013 Cycle’. These amendments are effective for annual periods beginning on or after 1 July 2014,
however they have had no impact on ABC Fund. As a result, our 2015 publication is largely consistent with our 2014
publication. Refer to Appendix XIV for further details on these annual improvement amendments.

The main update to the publication this year is the inclusion of a new appendix (Appendix Xlll) which provides
illustrative disclosure for circumstances where a fund’s prospectus requires net asset value for share transaction
purposes to be calculated in a manner that may be inconsistent with IFRS requirements. The example used in the
appendix is one where the fund’s prospectus requires formation costs to be amortised over 5 years rather than be
expensed immediately.

Appendix XIV provides a list of all new financial reporting standards and amendments, including those that have a
future effective date, which should be disclosed if the respective standard or amendment has, or is expected to have,
a significant impact on the entity.

Commentary boxes are included throughout the publication to provide additional information where necessary.

We have attempted to create a realistic set of financial statements for an open-ended investment fund. However, by
necessity we illustrate disclosures that for many entities may be immaterial. Determining the level of disclosure is
a matter of judgment, and naturally, disclosure of immaterial items is not required. Certain types of transactions have
been excluded as they are not relevant to the Fund’s operations. Example disclosures for some of these additional
items have been included in appendices.

The illustrative disclosures should not be considered the only acceptable form of presentation. The form and content
of each reporting entity’s financial statements are the responsibility of the entity’s management. Alternative
presentations to those proposed in this publication may be equally acceptable if they comply with the specific
disclosure requirements prescribed in IFRS.

These illustrative financial statements are not a substitute for reading the standards and interpretations themselves or
for professional judgement as to the fairness of presentation. They do not cover all possible disclosures that IFRS
requires, nor do they take account of any specific legal framework. Further specific information may be required
in order to ensure fair presentation under IFRS. We recommend that readers refer to our most recent IFRS disclosure
checklist publication. Additional accounting disclosures may be required in order to comply with local laws and/or
stock exchange regulations.

Format

The references in the left-hand margin of the financial statements represent the paragraph of the standard in which
the disclosure appears — for example, ‘8p40’ indicates IAS 8 paragraph 40. The reference to IFRS appears in full - for
example, IFRS13p66’ indicates IFRS 13 paragraph 66. The designation ‘DV’ (disclosure voluntary) indicates that
IFRS does not require the disclosure. Additional notes and explanations are shown in footnotes and commentary
boxes.

PwC - lllustrative IFRS financial statements 2015 — Investment funds i



PwC - lllustrative IFRS financial statements 2015 — Investment funds



ABC Fund financial statements

31 December 2015

PwC - lllustrative IFRS financial statements 2015 — Investment funds iii



iv PwC - lllustrative IFRS financial statements 2015 — Investment funds



Contents

Note Page
Statement of financial POSIHION ..........c..ooiiiiii e 1
Statement of comprehensive income — by nature of EXPENSEe ..o 2
Statement of changes in net assets attributable to holders of redeemable shares .................ccooceiiiiiiiinnnns 3
Statement Of CASh FIOWS ...ttt 4
Notes to the financial statements:
T General INTOMMEALION .....c.eiii ettt b e et et e e bt et e e e r e e bt e bt et e b s bt bt eseennenne s 5
2 Summary of significant aCCOUNLING POIICIES .....c..eiiiiiiiiieieie et eene e 5
2.1 BasiS Of PreParation ........coceoiiiiiiiiee it b e et r bt nre s 5
2.2 Foreign CUrrenCY trANSIAtION ........ooiiiiiiiiiiie e et e et e et e e st e e e nnn e e san e e e nnas 5
2.3 Financial assets and financial liabilities at fair value through profit or loss 6
2.4 Offsetting financial INSTIUMENTS ........oiiiiii e et b e nne 8
2.5 Due from and dUE 10 DIOKEIS .......ooiiiiiiiiiiiii et e 8
2.6 Cash and cash equivalents .........cccccvieviriiennenne 8
P Y X eo] (U T=Te = o= T PP PR O 8
2.8 Redeemable SNAres ... e 8
2.9 Interest income and dividend income 9
2.10 TranSACHON COSIS ...iiuiiiiiiiiiii ittt s r e bbb e e bt e b e e s r e e s b e e b e e sr e e s b e e sne e nre e re e 9
2.11 Distributions payable to holders of redeemable Shares ............ccccooiiiiiiiii 9
2.12 Increase/decrease in net assets attributable to holders of redeemable shares from operations ............ 9
P2 I 1= = 1o o TP OPR PP
P2 0| =1 (=T | TSP P P PP PRPRPROPI
3 FINancial FiSKS  ..ocviiiiiiei e s
3.1 Financial risk factors
311 MAFKET FISK i s
3.1.2 Liquidity risk
O G T O =T 11 1 RSP PR PPTORPPPPIP
3.1.4 Offsetting and amounts subject to master netting arrangements and similar agreements .......... 17
B2 07 o] - | I {151 [ 0T Lo = To [=T0 g =T o | OO STR
3.3 Fair value eStMALION ......oiiiiiie e et s
4  Critical accounting estimates and JUAGEMENTS ........cooiiiiiiieieer e e
4.1 Critical accounting estimates and assumptions
e O ) [o= | 0o (o [=T g o= o €TSS U OPPTUPPROP

LI 11 (=T (=TS A oo o o= PR PR RPR
6 Financial assets at fair value through profit or loss
7 Financial liabilities at fair value through profit or loss
8 Financial instruments by category

9

Derivative financial instruments ...........
L = T [ T=ToTelo 10 o £ TP PP OPRPPRT
11 Cash and Cash EQUIVAIENTS .........oouiiiiiiiei ettt b bbbt s e e bt bt se et bt ae e e e

12 Redeemable shares
13 Distribution payable

14 Related-party tranSACHIONS ..ottt e e b et e s bt e e e b et e be e e eab e e e be e e enbeesabeeanneesnres
Independent @UAITOI'S FEPOIT ................cooi it sa e e s te e eae e areesneesan e nnn e s e narennes
Appendices
Appendix | Statement of cash flows — direct Method ..........cooiiiiiiii e e 32
Appendix Il FuNd WhOSE Shares @re @QUILY ........oocuiiiiiiiiiieiiie et et e e e e 33
Appendix Il Fund with puttable instruments reclassified from liabilities to equity ........c.cccooeiiiiiiiis 36
Appendix IV Available-for-sale SECUNLIES  ......ciuiii i et e e st e e aneas
Appendix V. Funds that invest in other investment funds
Appendix VI Funds with SignifiCant [BVEIrage .........coceiiiiiiiiie e e
Appendix VIl Segment reporting — MUItiple SEgMENTS .......c.eiiiiiiiiiii e e
Appendix VIl Segment reporting — single segment ........c.ccccceevniiiinenn.
Appendix IX  Investment fund with taX UNCEMAINTY .........cooiiiiiiii e s
Appendix X  Investment Entities (amendments to IFRS 10, IFRS 12 and IAS 27) .....cccoiieiiiininec e 56
Appendix XI Impact of IFRS 12, ‘Disclosure of interests in other entities’ on funds that invest in other

INVESTMENT TUNAS ..o e s 64
Appendix XII  Offsetting; Requirements and Disclosures under Amendments to IAS 32 and IFRS 7 ................... 67
Appendix Xl Funds whose shares are transacted using a different measurement basis for certain assets

or liabilities, when compared 10 IFRS ..o e 75
Appendix XIV New standards and amendmeENntS ..o e s 79

PwC - lllustrative IFRS financial statements 2015 — Investment funds Y



Vi PwC - lllustrative IFRS financial statements 2015 — Investment funds



(All amounts in € thousands unless otherwise stated)

Statement of financial position

1p54, 60, 113

1p66
1p54(d),
IFRS7p8(a)
39p37
IFRS7p8
1p54(h),
IFRS7p8
1p55
1p54(i)

1p69
1p54(m),
IFRS7p8(e)
IFRS7p8
1p54(k)

1p55

32IE32

Statement of financial position

As at 31 December

Note 2015 2014
Assets
Current assets
Financial assets at fair value through profit or loss 6 106,460 93,242
Financial assets at fair value through profit or loss pledged as collateral 6 15,268 -
Due from brokers 2,356 984
Other receivables and prepayments 497 448
Margin accounts 10 1,026 223
Cash and cash equivalents 11 1,620 325
Total assets 127,227 95,222
Liabilities
Current liabilities
Financial liabilities at fair value through profit or loss 7,9 (11,663) (9,738)
Due to brokers (893) (665)
Accrued expenses (257) (145)
Liabilities (excluding net assets attributable to holders of redeemable shares) (12,813) (10,548)
Net assets attributable to holders of redeemable shares 114,414 84,674

The notes on pages 5 to 30 are an integral part of these financial statements.
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Statement of comprehensive income - by nature of expense

(All amounts in € thousands unless otherwise stated)

Statement of comprehensive income' - by nature of expense

1p82, 83, 85, Year ended 31 December
102, 113 Note 2015 2014
1p82(a) Income
1p85 Interest income 5 947 549
18p35(b)(v)  Dividend income 1,538 1,055
1p85 Net foreign currency gains or losses on cash and cash equivalents® 27 (7)
IFRS7p20(a)(i), Other net changes in fair value on financial assets and financial liabilities at fair value
1p35 through profit or loss 6,7 13,455 (2,218)
1p85 Total net income/(loss) 15,967 (621)
1p85,99 Expenses
Management fee 14 (803) (684)
Custodian, secretarial and administration fees 14 (56) (47)
Transaction costs (326) (137)
Directors’ fees 14 (30) (25)
Other operating expenses (151) (123)
Total operating expenses (1,366) (1,016)
1p85 Operating profit/(loss) 14,601 (1,637)
1p82(b) Finance costs (excluding increase/decrease in net assets attributable to holders of
redeemable shares)
1p85, 32 Distributions to holders of redeemable shares 13 (2,000) (1,000)
p35, 40
Profit/(loss) after distributions and before tax 12,601 (2,637)
1p82(d) Withholding taxes (182) (138)
32IE32, 1p85, Increase/(decrease) in net assets attributable to holders of redeemable shares from
32p35 operations® 12,419 (2,775)

The notes on pages 5 to 30 are an integral part of these financial statements.

T 1AS 1 ‘Presentation of financial statements’, allows a choice of presenting all items of income and expense recognised in a period either (a) in a single
statement of comprehensive income, or (b) in two statements comprising (i) a separate income statement, which displays components of profit or loss, and
(ii) a statement of comprehensive income, which begins with profit or loss and displays components of other comprehensive income. ABC Fund has elected

to use the single statement approach.

2 Foreign currency gains and losses are only disclosed for cash and cash equivalents because there are no other financial assets and liabilities that are not
accounted for at fair value through profit or loss, upon which foreign currency gains or losses have arisen during the period.

3 1p82(g) requires the disclosure of each component of ‘other comprehensive income’. Other comprehensive income comprises items of income and
expense (including reclassification adjustments) that are not recognised in profit or loss as required or permitted by other IFRS. ABC Fund has no other
comprehensive income items. All income and expenses have previously been reported in the income statement. Other comprehensive income for an
investment entity can include amongst other things, available-for-sale valuation adjustments, currency translation differences on consolidation and valuation

adjustments on cash flow hedges.
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Statement of changes in net assets attributable to holders of redeemable shares

(All amounts in € thousands unless otherwise stated)

Statement of changes in net assets attributable to holders of redeemable shares’

Year ended 31 December

1p6, 106, 113 Note 2015 2014
Net assets attributable to holders of redeemable shares at 1 January 84,674 76,713
Proceeds from redeemable shares issued 26,991 12,901
Redemption of redeemable shares (9,670) (2,165)
Net increase from share transactions 17,321 10,736
Increase/(decrease) in net assets attributable to holders of redeemable shares from
operations 12,419 (2,775)
Net assets attributable to holders of redeemable shares at 31 December 12 114,414 84,674

The notes on pages 5 to 30 are an integral part of these financial statements.

" This statement of changes in net assets attributable to holders of redeemable shares provides relevant and useful information to the reader corresponding

to the requirements of IAS 1 and is therefore considered best practice. There are no equity balances or movements of equity in either period.

PwC - lllustrative IFRS financial statements 2015 — Investment funds

3



Statement of cash flows

(All amounts in € thousands unless otherwise stated)

Statement of cash flows'

7p10,

7p20

7p35
7p28

7p31
7p31

7p21,

7p17
7p17
7p17

7p28

The notes on pages 5 to 30 are an integral part of these financial statements.

4

18(b) Year ended 31 December
Note 2015 2014
Cash flows from operating activities
Increase/(decrease) in amount attributable to holders of redeemable shares 12,419 (2,775)
Adjustment for:
— Interest income (947) (549)
— Distributions to holders of redeemable shares 2,000 1,000
— Dividend income (1,538) (1,055)
— Withholding taxes 182 138
— Exchange (gains)/losses on cash and cash equivalents (27) 7
12,089 (3,234)
Net (increase)/decrease in due from/to brokers (1,144) 124
Net increase in other receivables and accrued expenses 37 35
Increase in margin accounts (803) (804)
Increase in financial assets at fair value through profit or loss (28,486) (9,009)
Increase in financial liabilities at fair value through profit or loss 1,925 2,156
Cash used in operations (16,382) (10,732)
Interest received 917 482
Dividend received 1,412 664
Net cash used in operating activities (14,053) (9,586)
10 Cash flows from financing activities
Distributions paid to holders of redeemable shares 13 (2,000) (1,000)
Proceeds from redeemable shares issued 26,991 12,901
Redemption of redeemable shares (9,670) (2,165)
Net cash from financing activities 15,321 9,736
Net increase in cash and cash equivalents 1,268 150
Cash and cash equivalents at beginning of the year 11 325 182
Exchange gains/(losses) on cash and cash equivalents 27 7)
Cash and cash equivalents at end of the year 11 1,620 325

" The cash flow statement above has been presented using the indirect method as this is more commonly seen in practice. An illustration of the cash flow

statement using the direct method has been presented in appendix I.
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Notes to the financial statements

(All amounts in € thousands unless otherwise stated)

Notes to the financial statements

1. General information

1p138(a)
1p51(a)(b)

1p138(b)

1p138(b)

10p17

ABC Fund (‘the Fund’) is an open-ended investment fund domiciled and incorporated as a limited liability company
under the laws of Lagartos. The address of its registered office is 3 Cypress Pointe, West Bay Road, Lagartos.

The Fund’s objective is to generate significant medium to long-term capital growth. It aims to achieve this objective by
trading a highly diversified portfolio of listed equity and debt securities of predominantly US and other global
companies included in the S&P 500 index as well as eurozone sovereign and corporate debt. The Fund will also invest
in related derivatives within a defined strategy and may invest a limited portion of its portfolio in unlisted securities.
Unlisted holdings will at no time exceed 10% of the Fund’s total net asset value attributable to holders of redeemable
shares.

The Fund’s investment activities are managed by XYZ Capital Limited (the ‘Investment Manager’), with the
administration delegated to ABC Fund Services Limited.

The Fund offers its shares to a broad group of investors mainly from the eurozone."

These financial statements were authorised for issue by the Board of Directors on 15 February 2016.

2. Summary of significant accounting policies

1p119
1p117(b)

1p112(a)

1p16
1p117(a)

8p28

8p30

1p119
IFRS7p21

21p17
21p9
1p51(d)

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The financial statements of ABC Fund have been prepared in accordance with International Financial Reporting
Standards (IFRS). The financial statements have been prepared under the historical cost convention, as modified by
the revaluation of financial assets and financial liabilities (including derivative financial instruments) at fair value
through profit or loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires the Board of Directors to exercise its judgement in the process of applying the Fund’s
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements, are disclosed in Note 4.

(a) Standards and amendments to existing standards effective 1 January 2015

There are no standards, interpretations or amendments to existing standards that are effective for the first time for the
financial year beginning 1 January 2015 that have had a material impact on the Fund.?

(b) New standards, amendments and interpretations effective after 1 January 2015 and have not been early adopted

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning
after 1 January 2015, and have not been applied in preparing these financial statements. None of these are expected
to have a material effect on the financial statements of the Fund.

2.2 Foreign currency translation

(a) Functional and presentation currency

The Fund’s investors are mainly from the eurozone, with the subscriptions and redemptions of the redeemable shares
denominated in euro. The primary activity of the Fund is to invest in US securities and derivatives and to offer eurozone
investors a higher return compared to other products available in the eurozone. The performance of the Fund is
measured and reported to the investors in euro. The Board of Directors considers the euro as the currency that most
faithfully represents the economic effects of the underlying transactions, events and conditions. The financial
statements are presented in euro, which is the Fund’s functional and presentation currency.

" If instruments are traded in a public market or when the financial statements are filed with a securities commission or other regulatory organisation for the
purpose of issuing any class of instrument in a public market, IFRS 8, ‘Operating segments’, would be applicable. Appendix VIl and VIII includes segment
reporting for a fund that is within the scope of IFRS 8.

2 Per PWC Manual of Accounting (MoA) 3.118: Disclosure under IAS 8 is not necessary of standards and interpretations that are not applicable to the entity
(for example, industry-specific standards) or that are not expected to have a material effect on the entity. Instead, disclosure should be given of the
developments that are, or could be, significant to the entity. These financial statements present a Fund that has not been impacted by any of the new
standards and amendments effective for periods beginning 1 January 2015. As mentioned in the introductory page, the impact of new standards and
amendments has been addressed in the attached appendices. A detailed list of IFRSs, amendments and IFRIC interpretations effective on or after 1 January
2015 is included as Appendix XIV.
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Notes to the financial statements

(All amounts in € thousands unless otherwise stated)

21p21, 28,
52(a)

21p28

21p30

1p119
IFRS7p21

39p9

39p9
IFRS7B5(a)

IFRS7B5(c)

IFRS7p21,
39p16, 38
39p4a3

39p46
39p55

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign currency assets and liabilities are translated into the functional currency using the
exchange rate prevailing at the statement of financial position date.

Foreign exchange gains and losses arising from translation are included in the statement of comprehensive income.

Foreign exchange gains and losses relating to cash and cash equivalents are presented in the statement of
comprehensive income within ‘net foreign currency gains or losses on cash and cash equivalents’.

Foreign exchange gains and losses relating to the financial assets and liabilities carried at fair value through profit or
loss are presented in the statement of comprehensive income within ‘other net changes in fair value on financial
assets and financial liabilities at fair value through profit or loss’.

2.3 Financial assets and financial liabilities at fair value through profit or loss’

(a) Classification

The Fund classifies its investments in debt and equity securities, and derivatives, as financial assets or financial
liabilities at fair value through profit or loss.

This category has two sub-categories: financial assets or financial liabilities held for trading; and those designated at
fair value through profit or loss at inception.

(i) Financial assets and liabilities held for trading
A financial asset or financial liability is classified as held for trading if it is acquired or incurred principally for the
purpose of selling or repurchasing in the near term or if on initial recognition is part of a portfolio of identifiable
financial investments that are managed together and for which there is evidence of a recent actual pattern of
short-term profit taking. Derivatives are also categorised as held for trading. The Fund does not classify any
derivatives as hedges in a hedging relationship.

(i)~ Financial assets and liabilities designated at fair value through profit or loss at inception
Financial assets and financial liabilities designated at fair value through profit or loss at inception are financial
instruments that are not classified as held for trading but are managed, and their performance is evaluated on a
fair value basis in accordance with the Fund’s documented investment strategy.

The Fund'’s policy requires the Investment Manager and the Board of Directors to evaluate the information about
these financial assets and liabilities on a fair value basis together with other related financial information.

The Fund makes short sales in which a borrowed security is sold in anticipation of a decline in the market value of that
security, or it may use short sales for various arbitrage transactions. Short sales are classified as financial liabilities at
fair value through profit or loss.

(b) Recognition, derecognition and measurement

Regular purchases and sales of investments are recognised on the trade date — the date on which the Fund commits
to purchase or sell the investment. Financial assets and financial liabilities at fair value through profit or loss are initially
recognised at fair value. Transaction costs are expensed as incurred in the statement of comprehensive income.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or the
Fund has transferred substantially all risks and rewards of ownership.

When the Fund purchases an option, an amount equal to fair value which is based on the premium paid is recorded as
an asset. When the Fund writes an option, an amount equal to fair value which is based on the premium received by
the Fund is recorded as a liability. When options are closed, the difference between the premium and the amount paid
or received, net of brokerage commissions, or the full amount of the premium if the option expires worthless, is
recognized as a gain or loss and is presented in the statement of comprehensive income within other net changes in
fair value of financial assets and liabilities at fair value through profit or loss.

Subsequent to initial recognition, all financial assets and financial liabilities at fair value through profit or loss are
measured at fair value. Gains and losses arising from changes in the fair value of the ‘financial assets or financial
liabilities at fair value through profit or loss’ category are presented in the statement of comprehensive income within
other net changes in fair value of financial assets and liabilities at fair value through profit or loss in the period in which
they arise.

" The Fund is unlikely to classify any financial asset as held to maturity, as calls for redemption of shares could frustrate the Fund’s intention to hold the
securities to maturity (39p9, 39p45).
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Notes to the financial statements

(All amounts in € thousands unless otherwise stated)

IFRS7
AppxB5(e)

IFRS13p91
IFRS13p70

IFRS13p62

IFRS13p95

Dividend income from financial assets at fair value through profit or loss is recognised in the statement of
comprehensive income within dividend income when the Fund’s right to receive payments is established. Interest on
debt securities at fair value through profit or loss is recognised in the statement of comprehensive income within
interest income based on the effective interest rate. Dividend expense on short sales of equity securities is included
within other net changes in fair value on financial assets and financial liabilities at fair value through profit or loss.

(c) Fair value estimation

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value of financial assets and liabilities traded in active
markets' (such as publicly traded derivatives and trading securities) are based on quoted market prices at the close of
trading on the reporting date?. The Fund utilises the last traded market price for both financial assets and financial
liabilities where the last traded price falls within the bid-ask spread. In circumstances where the last traded price is not
within the bid-ask spread, management will determine the point within the bid-ask spread that is most representative
of fair value.

If a significant movement in fair value occurs subsequent to the close of trading up to midnight in Lagartos on the year
end date, valuation techniques will be applied to determine the fair value. A significant event is any event that occurs
after the last market price for a security, close of market or close of the foreign exchange, but before the Fund’s
valuation time that materially affects the integrity of the closing prices for any security, instrument, currency or
securities affected by that event so that they cannot be considered ‘readily available’ market quotations.®

The fair value of financial assets and liabilities that are not traded in an active market (for example, over-the-counter
derivatives) is determined using valuation techniques. The Fund uses a variety of methods and makes assumptions
that are based on market conditions existing at each reporting date. Valuation techniques used include the use of
comparable recent arm’s length transactions, reference to other instruments that are substantially the same,
discounted cash flow analysis, option pricing models and other valuation techniques commonly used by market
participants making the maximum use of market inputs and relying as little as possible on entity-specific inputs.

(d) Transfers between levels of the fair value hierarchy

Transfers between levels of the fair value hierarchy are deemed to have occurred at the beginning of the reporting
period.

Commentary - IFRS 13 and fair value estimation

IFRS 13 explains how to measure fair value for financial reporting. It does not require fair value measurements in
addition to those already required or permitted by other IFRSs and is not intended to establish valuation standards or
affect valuation practices outside financial reporting.

IFRS 13 is the result of the work by the IASB and the FASB to develop common requirements for measuring fair value
and for disclosing information about fair value measurements in accordance with IFRSs and US generally accepted
accounting principles (US GAAP). IFRS 13 has therefore achieved a great level of consistency with US GAAP. IFRS 13
also aims to create a single location that contains the requirements for measuring fair value and for disclosing
information about fair value measurements. These requirements were previously dispersed among several individual
IFRSs, and in many cases did not articulate a clear measurement or disclosure objective.

According to IFRS13p70-71, if an asset or a liability measured at fair value has a bid price and an ask price (for
example an input from a dealer market), the price within the bid-ask spread that is most representative of fair value in
the circumstances should be used to measure fair value regardless of where the input is categorised within the fair
value. The use of bid prices for asset positions and ask prices for liability positions is permitted, but is not required.
This IFRS does not preclude the use of mid-market pricing or other pricing conventions that are used by market
participants as a practical expedient for fair value measurements within a bid-ask spread.

In cases where an entity manages the group of financial assets and financial liabilities on the basis of the entity’s net
exposure to a particular market risk (or risks), or to the credit risk of a particular counterparty in accordance with the
entity’s documented risk management or investment strategy, IFRS 13 allows an exception that permits an entity to
measure the fair value of a group of financial assets and financial liabilities based on the price that would be received
to sell a net long position (that is, an asset) for a particular risk exposure or to transfer a net short position (that is, a

" The existence of published price quotations in an active market is the best evidence of fair value and, when they are available, they are used to measure fair
value. The phrase ‘quoted in an active market’ means that quoted prices are readily and regularly available from an exchange, dealer, broker, industry group,
pricing service or regulatory agency. Those prices represent actual and regularly occurring market transactions on an arm’s length basis that are not
distressed sales. The price can be taken from the principal market or, in the absence of a principal market, the most advantageous market [IFRS13p16]. The
quoted market price cannot be adjusted for transaction costs [IFRS13p25]. The quoted market price cannot be adjusted for ‘blockage’ factors [IFRS13p69].
2 If investments are restricted - that is, they are a particular class of instrument, with a restriction in the terms of that class or issued with the restriction - that is
relevant in determining the fair value of investments. However, if the restriction is part of a separate agreement between the buyer and seller and the shares
are identical to other shares with no such restriction, that is not relevant to the valuation of the securities.

2 If a ‘significant event’ (for example, corporate action, corporate or regulatory news, suspension of trading, natural disaster, market fluctuations) occurs, the
Fund should consider whether the valuation model would reflect a more current value of the securities held by the Fund.
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Notes to the financial statements

(All amounts in € thousands unless otherwise stated)

liability) for a particular risk exposure in an orderly transaction between market participants at the measurement date
under current market conditions. An entity should therefore measure the fair value of the group of financial assets and
financial liabilities consistently with how market participants would value the net risk exposure at the measurement
date [IFRS13p48-49]. IFRS 13 allows use of this exception only in cases where the entity provides information on that
basis about the group of financial assets and financial liabilities to the entity’s key management personnel. These
illustrative financial statements do not include any such assets or liabilities with offsetting risk positions.

IFRS7p21
1p119

32p42,
AG38B

IFRS7p21
1p119

39p43, 46
39p63
IFRS7B5(f)

39AG93

39p9

IFRS7p21
1p119

7p45, 7p46

IFRS7p21
1p119

IFRS7p21
1p119

32p18
39AG32

2.4 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset
and settle the liability simultaneously. The legally enforceable right must not be contingent on future events and must
be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of the company
or the counterparty.

2.5 Due from and due to brokers

Amounts due from and to brokers represent 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 initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment for amounts due from brokers. A provision for impairment of amounts
due from brokers is established when there is objective evidence that the Fund will not be able to collect all amounts
due from the relevant broker. Significant financial difficulties of the broker, probability that the broker will enter
bankruptcy or financial reorganisation, and default in payments are considered indicators that the amount due from
brokers is impaired. Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

The effective interest method is a method of calculating the amortised cost of a financial asset or financial liability and
of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or receipts throughout the expected life of the financial instrument,
or, when appropriate, a shorter period, to the net carrying amount of the financial asset or financial liability. When
calculating the effective interest rate, the Fund estimates cash flows considering all contractual terms of the financial
instrument but does not consider future credit losses. The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts.

2.6 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term investments in
an active market with original maturities of three months or less' and bank overdrafts. Bank overdrafts are shown in
current liabilities in the statement of financial position.

2.7 Accrued expenses

Accrued expenses are recognised initially at fair value and subsequently stated at amortised cost using the effective
interest method.

2.8 Redeemable shares

The Fund issues two classes of redeemable shares, which are redeemable at the holder’s option and do not have
identical rights. Such shares are classified as financial liabilities. Redeemable shares can be put back to the Fund at
any dealing date for cash equal to a proportionate share of the Fund’s net asset value attributable to the share class.
Shares are redeemable weekly.

The redeemable shares are carried at the redemption amount that is payable at the statement of financial position date
if the holder exercises the right to put the share back to the Fund.

Redeemable shares are issued and redeemed at the holder’s option at prices based on the Fund’s net asset value per
share at the time of issue or redemption. The Fund’s net asset value per share is calculated by dividing the net assets
attributable to the holders of each class of redeemable shares with the total number of outstanding redeemable
shares for each respective class. In accordance with the provisions of the Fund’s regulations, investment positions are
valued based on the last traded market price for the purpose of determining the net asset value per share for
subscriptions and redemptions.

" Only non-restricted margin accounts should be included as part of cash and cash equivalents.
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2.9 Interest income and dividend income

Interest income is recognised on a time-proportionate basis using the effective interest method. It includes interest
income from cash and cash equivalents and on debt securities at fair value though profit or loss.

Dividend income is recognised when the right to receive payment is established.
2.10 Transaction costs

Transaction costs are costs incurred to acquire financial assets or liabilities at fair value through profit or loss. They
include fees and commissions paid to agents, advisers, brokers and dealers. Transaction costs, when incurred, are
immediately recognised in profit or loss as an expense.

2.11 Distributions payable to holders of redeemable shares

Proposed distributions to holders of redeemable shares are recognised in the statement of comprehensive income
when they are appropriately authorised and no longer at the discretion of the Fund. This typically occurs when
proposed distribution is ratified at the Annual General Meeting. The distribution on the redeemable shares is
recognised as a finance cost in the statement of comprehensive income.

2.12 Increase/decrease in net assets attributable to holders of redeemable shares from operations

Income not distributed is included in net assets attributable to holders of redeemable shares. Movements in net assets
attributable to holders of redeemable shares are recognised in the statement of comprehensive income as finance
costs.

2.13 Taxation'?

The Fund is domiciled in Lagartos. Under the current laws of Lagartos, there is no income, estate, corporation, capital
gains or other taxes payable by the Fund.

The Fund currently incurs withholding taxes imposed by certain countries on investment income and capital gains.
Such income or gains are recorded gross of withholding taxes in the statement of comprehensive income.
Withholding taxes are shown as a separate item in the statement of comprehensive income.

2.14 Collateral

Cash collateral provided by the Fund is identified in the statement of financial position as margin cash and is not
included as a component of cash and cash equivalents. For collateral other than cash, if the party to whom the
collateral is provided has the right by contract or custom to sell or re-pledge the collateral, the Fund classifies that
asset in its statement of financial position separately from other assets and identifies the asset as pledged collateral.
Where the party to whom the collateral is provided does not have the right to sell or re-pledge, a disclosure of the
collateral provided is made in the notes to the financial statements.

3. Financial risks

IFRS7p33

IFRS7p31

DV

3.1 Financial risk factors

The Fund'’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The Fund is also exposed to operational risks such as custody risk. Custody risk is the risk of loss of securities held in
custody occasioned by the insolvency or negligence of the custodian. Although an appropriate legal framework is in
place that eliminates the risk of loss of value of the securities held by the custodian, in the event of its failure, the ability
of the Fund to transfer securities might be temporarily impaired.

The Fund’s overall risk management programme seeks to maximise the returns derived for the level of risk to which
the Fund is exposed and seeks to minimise potential adverse effects on the Fund’s financial performance. The Fund’s
policy allows it to use derivative financial instruments to both moderate and create certain risk exposures.

All securities investments present a risk of loss of capital. The maximum loss of capital on purchased options, long
equity and debt securities is limited to the fair value of those positions. On written call options, short future positions
and on equity and debt sold short, the maximum loss of capital can be unlimited. The maximum loss of capital on
written put options, long futures and forward currency contracts is limited to the notional contract values of those
positions.

The management of these risks is carried out by the investment manager under policies approved by the Board of

Directors. The Board provides written principles for overall risk management, as well as written policies covering

" Refer to Appendix IX for investment funds with tax uncertainty.
2 If the entity is subject to government levies the policy note should be expanded to address the accounting treatment of these cost in accordance with
IFRIC 21.
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specific areas, such as foreign exchange risk, interest rate risk, credit risk, the use of derivative financial instruments
and non-derivative financial instruments and the investment of excess liquidity.

The Fund’s use of leverage and borrowings can increase the Fund’s exposure to these risks, which in turn can also
increase the potential returns the Fund can achieve. The Investment Manager manages these exposures on an
individual securities level. The Fund has specific limits on these instruments to manage the overall potential exposure.
These limits include the ability to borrow against the assets of the Fund up to a maximum €50 million or 50% of gross
assets, whichever is lower, and a limit on derivative contracts such that the net notional contract values should not
exceed 30% of net assets attributable to holders of redeemable shares.

The Fund uses different methods to measure and manage the various types of risk to which it is exposed; these
methods are explained below.

3.1.1 Market risk
(a) Price risk

The Fund is exposed to equity securities price risk and derivative price risk. This arises from investments held by the
Fund for which prices in the future are uncertain. Where non-monetary financial instruments — for example, equity
securities — are denominated in currencies other than the euro, the price initially expressed in foreign currency and
then converted into euros will also fluctuate because of changes in foreign exchange rates. Paragraph (b) ‘Foreign
exchange risk’ below sets out how this component of price risk is managed and measured.

The Fund’s policy is to manage price risk through diversification and selection of securities and other financial
instruments within specified limits set by the Board of Directors. Between 70% and 120% of the net assets attributable
to holders of redeemable shares is expected to be invested in equity securities and related derivatives. Between 60%
and 80% of this amount is expected to be in individual equities and the balance is in traded options and futures. A
summary analysis of investments by nature and geography is presented in Note 6.

The Fund’s policy also limits individual equity securities to no more than 5% of net assets attributable to holders of
redeemable shares.

The majority of the Fund’s equity investments are publicly traded and are included in the S&P 500 Index. The Fund’s
policy requires that the overall market position is monitored on a daily basis by the Fund’s Investment Manager and is
reviewed on a quarterly basis by the Board of Directors. Compliance with the Fund’s investment policies are reported
to the Board on a monthly basis.

At 31 December, the fair value of equities and related derivatives exposed to price risk were as follows:

Fair value

2015 2014
Equity securities held for trading 52,894 35,515
Equity related derivative assets held for trading 1,545 1,300
Equity related derivative liabilities held for trading (1,115) (538)
Equity securities designated at fair value through profit or loss 46,852 41,141
Equity securities sold short (10,548) (9,200)
Total 89,628 68,218

At 31 December, the Fund’s overall exposure to price risk including the notional exposure on derivative contracts were
as follows:

2015 2014
Net equity securities 89,198 67,456
Net notional exposure from futures contracts 22,000 16,250
Net notional exposure from options 28,000 17,000
Total exposure to price risk from equities and equity related derivatives 139,198 100,706

The Fund also manages its exposure to price risk by analysing the investment portfolio by industrial sector and
benchmarking the sector weighting to that of the S&P 500 Index. The Fund’s policy is to concentrate the investment
portfolio in sectors where management believe the Fund can maximise the returns derived for the level of risk to which
the Fund is exposed. The table below is a summary of the significant sector concentrations within the equity portfolio
(including Level 1, 2 and 3 equity securities), net of securities sold short.
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At 31 December

2015 2014

Fund’s S&P 500 Fund’s S&P 500

equity benchmark equity benchmark

portfolio allocation portfolio allocation

Sector (%) (%) (%) (%)

Information technology 15.1 171 17.2 16.8

Financials 18.2 14.4 18.1 17.6

Energy 14.1 13.8 14.2 12.9

Health care 12.8 12.9 11.2 12.0

Consumer staples 9.8 11.6 115 10.2

Industrials 13.2 11.4 10.5 11.5

Consumer discretionary 9.9 8.4 10.2 8.5

Utilities 2.1 3.7 3.1 3.6

Materials 1.9 3.6 21 3.3

Telecommunications services 29 3.1 1.9 3.6

Total 100.0 100.0 100.0 100.0

The below table is a summary of derivatives held which gives rise to price risk.
At 31 December
2015 2014
Contract Contract

Derivative type Value Fair Value Value Fair Value
Futures

S&P 500 22,000 290 16,250 380

Total 22,000 290 16,250 380
Options

Purchased call options: S&P 500 30,000 400 19,125 300

Purchased put options: S&P 500 (12,000) 445 (9,625) 400

Written call options: S&P 500 (17,800) (300) (10,500) (115)

Written put options: S&P 500 27,800 (405) 18,000 (203)

Total 28,000 140 17,000 382

During the year ended 31 December 2015, the Fund’s exposure to various industry sectors was significantly different
from the exposure as at 31 December 2015. Specifically, the Fund’s exposure to the financial service sector during the
year averaged 7.5% (versus the S&P average of 17.9%) of the Fund’s equity portfolio. The Fund’s movement to the
overweight position in the financial services sector at 31 December 2015 was at the expense primarily of the
‘consumer staples’ and 'utilities’ sectors which, while being in an overweight position during most of the period,
moved to an underweight position at 31 December 2015. Exposure as at 31 December 2014 is representative of the
exposures held throughout the year ending 31 December 2014.

The Fund had no concentrations in individual equity positions exceeding 3% (2014: 4%) of the net assets attributable
to holders of redeemable shares.

The table below summarises the sensitivity of the Fund’s net assets attributable to holders of redeemable shares to
equity price movements as at 31 December. The analysis is based on the assumptions that the S&P 500 Index
increased by 6% (2014: 7%) and decreased by 3% (2014: 3%), with all other variables held constant, and that the fair
value of the Fund’s portfolio of equity securities and equity-based derivatives moved according to their historical
correlation with the index. This represents management’s best estimate of a reasonable possible shift in the S&P 500
Index, having regard to the historical volatility of the index. The historical beta of the Fund’s equity portfolio with
upward movements in the index is 0.95 (2014: 0.90) of the index gain and 0.75 (2014: 0.80) of downward movements
in the index. The impact below arises from the reasonable possible change in the fair value of equities and equity
derivatives.

2015 2014
Effect on net assets attributable to redeemable shares of an increase in the index 7,959 6,344
Effect on net assets attributable to redeemable shares of a decrease in the index (3,142) (2,416)

The Investment Manager uses the S&P 500 Index as a reference point in making investment decisions. However, the
investment manager does not manage the Fund’s investment strategy to track the S&P 500 Index or any other index
or external benchmark. The sensitivity analysis presented is based upon the portfolio composition as at 31 December
and the historical correlation of the securities comprising the portfolio to the respective indices. The composition of the
Fund’s investment portfolio, including the use of leverage, and the correlation thereof to the S&P 500 Index, is

' This includes the Level 3 equity positions. Note that the separate level 3 sensitivity analysis, which is based on valuation inputs, does not meet the
requirement to present a market sensitivity analysis.
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expected to change over time. The sensitivity analysis prepared as of 31 December is not necessarily indicative of the
effect on the Fund’s net assets attributed to redeemable shares of future movements in the level of the S&P 500 Index.

Commentary - Risk exposure and consideration of derivative contract values

Although there is no specific requirement to disclose the contract/notional value of derivatives under IFRS,
management should disclose information that enables users of its financial statements to evaluate the nature and
extent of risks arising from financial instruments to which the entity is exposed at the end of the reporting period
[IFRS7p31]. The disclosures require focus on the risks that arise from financial instruments and how they have been
managed [IFRS7p31/32].

For each type of risk arising from financial instruments an entity is required to disclose concentrations of that risk
[IFRS7p34].

A derivative instrument typically provides leveraged exposure to a particular risk, the measure of which is not
reflected in the fair value of the instrument. In the case of ABC Fund, which holds futures and options linked to the
S&P 500 index, the net total exposure is €50,000, however the net fair value of these instruments is only €430. For the
purpose of addressing the IFRS7 risk disclosure requirements, ABC Fund must therefore disclose the total risk of
€50,000 as well as any concentrations within that risk. In this instance, the only concentration is to the S&P 500 index,
therefore this is disclosed.

Careful consideration must be given to the type of derivatives held when determining the nature of the exposures they
create. For instance, a fund that holds Contracts For Differences (‘CFDs’) in various equity positions should consider
the contract values when analysing exposure to particular geographic locations, industries and individual equities.
Similarly, when disclosing a concentration of risk, contract values should be considered. Derivatives which expose
the entity to foreign exchange risk or interest rate risk (for example, foreign exchange forward contracts and interest
rate swaps) will need to be considered and disclosed in a similar manner.

Additionally, when preparing a sensitivity analysis the effect of a reasonable possible movement in the risk variable
should be determined considering the effect of derivatives where relevant.

IFRS7
p33(a),(b)

IFRS7p34(a)

(b) Foreign exchange risk

The Fund operates internationally and holds both monetary and non-monetary assets denominated in currencies
other than the euro, the functional currency. Foreign currency risk, as defined in IFRS 7, arises as the value of future
transactions, recognised monetary assets and monetary liabilities denominated in other currencies fluctuate due to
changes in foreign exchange rates. IFRS 7 considers the foreign exchange exposure relating to non-monetary assets
and liabilities to be a component of market price risk not foreign currency risk. However, management monitors the
exposure on all foreign currency denominated assets and liabilities. The table below provides analysis between
monetary and non-monetary items to meet the requirements of IFRS 7.

The Fund does not enter into any foreign exchange hedging transactions for the purpose of managing its exposure to
foreign exchange movements (both monetary and non-monetary) .

When the Investment Manager formulates a view on the future direction of foreign exchange rates and the potential
impact on the Fund, the Investment Manager factors that into its portfolio allocation decisions. While the Fund has
direct exposure to foreign exchange rate changes on the price of non-euro-denominated securities, it may also be
indirectly affected by the impact of foreign exchange rate changes on the earnings of certain companies in which the
Fund invests, even if those companies’ securities are denominated in euro. For that reason, the below sensitivity
analysis may not necessarily indicate the total effect on the Fund’s net assets attributable to holders of redeemable
shares of future movements in foreign exchange rates.

The table below summarises the Fund’s assets and liabilities, monetary and non-monetary, which are denominated in
a currency other than the euro.

Concentration of foreign currency exposure

(Amounts in euro thousands)
At 31 December

2015 2014

usD GBP usb GBP
Assets
Monetary assets 4,024 10 1,894 -
Non-monetary assets 88,990 1,100 69,730 584
Liabilities
Monetary liabilities 605 - 398 -
Non-monetary liabilities 10,715 - 2,018 -
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In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s monetary and non-monetary
foreign exchange exposure on a daily basis, and the Board of Directors review it on a quarterly basis.

The table below summarises the sensitivity of the Fund’s monetary and non-monetary assets and liabilities to changes
in foreign exchange movements at 31 December. The analysis is based on the assumptions that the relevant foreign
exchange rate increased/decreased by the percentage disclosed in the table below, with all other variables held
constant. This represents management’s best estimate of a reasonable possible shift in the foreign exchange rates,
having regard to historical volatility of those rates. This increase or decrease in the net assets attributable to holders of
redeemable shares arises mainly from a change in the fair value of US dollar equity and fixed interest securities and
UK equities that are classified as financial assets and liabilities at fair value through profit or loss.

Reasonable Reasonable
possible Movement possible Movement
shift in rate in value shift in rate in value
2015 2015 2014 2014
Currency
US dollars
— Monetary +/- 3% +/- 103 +/- 6% +/- 90
— Non-monetary +/- 3% +/- 2,348 +/- 6% +/- 4,063
Pounds sterling
— Monetary +/- 6% +/-1 +/- 8% -
- Non-monetary +/- 6% +/- 66 +/- 8% +/- 47

(d) Cash flow and fair value interest rate risk

Interest rate risk arises from the effects of fluctuations in the prevailing levels of markets interest rates on the fair value
of financial assets and liabilities and future cash flow. The Fund holds fixed interest securities that expose the Fund to
fair value interest rate risk. The Fund also holds a limited amount of euro-denominated floating rate debt, cash and
cash equivalents that expose the Fund to cash flow interest rate risk. The Fund’s policy requires the Investment
Manager to manage this risk by measuring the mismatch of the interest rate sensitivity gap of financial assets and
liabilities and calculating the average duration of the portfolio of fixed interest securities. The average effective duration
of the Fund’s portfolio is a measure of the sensitivity of the fair value of the Fund’s fixed interest securities to changes
in market interest rates.

The Fund’s policy is to hold no more than 20% of the Fund’s net assets attributed to holders of redeemable shares in
interest bearing assets and liabilities and that the average effective duration of the fixed interest portfolio must remain
within 30% of the average duration of the ABC Bank US short-duration bond index. The table below summarises
the Fund’s relative sensitivity to interest rate changes versus its reference benchmark of the ABC Bank US short-
duration bond index. This measure of duration for the portfolio indicates the approximate percentage change in the
value of the portfolio if interest rates change by 100 basis points.

31 December

2015 2014
Fund Benchmark Fund Benchmark

Effective duration 2.01 2.75 1.86 2.25

At 31 December 2015, if interest rates on euro-denominated assets and liabilities had been lower by 75 basis points
with all other variables held constant, the increase in net assets attributable to redeemable shareholders would
have been €286 (2014: €127). This arises substantially from the increase in the fair value of fixed interest securities,
with a small portion affecting interest rate futures® €5 (2014: € nil). If interest rates on euro-denominated assets and
liabilities had been higher by 50 basis points, the decrease in net assets attributable to redeemable shareholders
would amount to €190 (2014: €85).

At 31 December 2015, if interest rates on USD-denominated assets had been 25 basis points lower/higher with all
other variables held constant, the change in net asset attributable to redeemable shareholders would have been €11
(2014: €9) higher/lower. This primarily arises from the increase/decrease in the fair value of fixed interest securities,
with a small proportion arising from the decrease/increase in interest income on cash and cash equivalents of €1
(2014: €1).

The Fund has direct exposure to interest rate changes on the valuation and cash flows of its interest bearing assets
and liabilities. However, it may also be indirectly affected by the impact of interest rate changes on the earnings of
certain companies in which the Fund invests. Therefore, the above sensitivity analysis may not fully indicate the total
effect on the Fund’s net assets attributable to holders of redeemable shares of future movements in interest rates.

In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s overall interest sensitivity on a
daily basis; the Board of Directors reviews it on a quarterly basis.

" Non-monetary sensitivity analysis is voluntary. In accordance with IFRS 7B23, currency risk does not arise from financial instruments that are non-monetary.
2 Note that interest rate risk sensitivity from interest linked derivatives should be based on notional values as this represents the actual exposure.
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3.1.2 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligations in
full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund is exposed to the daily settlement of margin calls on derivatives and to weekly cash redemptions of
redeemable shares. Its policy is therefore to invest the majority of its assets in investments that are traded in an active
market and can be readily disposed. Only a limited proportion of its assets in investments are not actively traded on a
stock exchange.

The Fund’s listed securities are considered readily realisable, as the majority are listed on the New York stock
exchange.

The Fund may periodically invest in derivative contracts and debt securities that are traded over the counter and
unlisted equity investments that are not traded in an active market. As a result, the Fund may not be able to liquidate
quickly its investments in these instruments at an amount close to their fair value to meet its liquidity requirements, or
be able to respond to specific events such as deterioration in the creditworthiness of any particular issuer.

The Fund has the ability to borrow in the short term to ensure settlement. No such borrowings have arisen during the
year. The maximum amount available to the Fund from this borrowing facility is limited to the lower of €50 million
or to 50% of the gross assets and would be secured by the assets of the Fund. This facility bears interest at 1 week
USD LIBOR plus 25 basis points.

In order to manage the Fund’s overall liquidity, the Fund also has the ability to withhold 25% of weekly redemption
requests for a period of no more than one month. Under extraordinary circumstances the Fund also has the ability to
suspend redemptions if this is deemed to be in the best interest of all shareholders. The Fund did not withhold any
redemptions or implement any suspension during 2015 and 2014.

In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s liquidity position on a daily basis;
the Board of Directors reviews it on a quarterly basis.

The table below analyses the Fund’s non-derivative financial liabilities into relevant maturity groupings based on the
remaining period at the statement of financial position date to the contractual maturity date. The amounts in the table
are the contractual undiscounted cash flows and are based on the assumption that the Fund exercises its ability to
withhold 25% of weekly redemptions.

Less than 7 7 days to 1
At 31 December 2015 days month
Financial liabilities at fair value through profit or loss 10,548 -
Due to brokers 893 -
Accrued expenses 158 99
Net asset attributable to holders of redeemable shares 85,814 28,600
Contractual cash out flows (excluding derivatives) 97,413 28,699
At 31 December 2014
Financial liabilities at fair value through profit or loss 9,200 -
Due to brokers 665 -
Accrued expenses 95 50
Net asset attributable to holders of redeemable shares 63,504 21,170
Contractual cash out flows (excluding derivatives) 73,464 21,220

Redeemable shares are redeemed on demand at the holder’s option (Note 2.8). However, the Board of Directors does
not envisage that the contractual maturity disclosed in the table above will be representative of the actual cash
outflows, as holders of these instruments typically retain them for the medium to long term. At 31 December 2015 and
2014, no individual investor held more than 10% of the Fund’s redeemable shares.

The Fund manages its liquidity risk by investing predominantly in securities that it expects to be able to liquidate within
7 days or less. The following table illustrates the expected liquidity of assets held:*

Less than 7 days to 1-12 More than
At 31 December 2015 7 days 1 month months 12 months
Total assets 111,479 7,850 7,298 600
Less than 7 days to 1 1-12 More than
At 31 December 2014 7 days month months 12 months
Total assets 91,053 3,778 306 85
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Commentary - Asset liquidity

* IFRS 7B11E states that an entity shall disclose a maturity analysis of financial assets it holds for managing liquidity
risk if that information is necessary to enable users of its financial statements to evaluate the nature and extent of
liquidity risk. It is acceptable to present this analysis in narrative format or tabular format.

Careful consideration must be given to the nature of assets held when categorizing within liquidity buckets. For
instance, emerging market debt instruments may have a different liquidity profile from developed market debt
instruments.

IFRS7p39(b)

The table below analyses the Fund’s derivative financial instruments in a loss position for which the contractual
maturities are considered to be essential to an understanding of the timing of cash flows based on the Fund’s
investment strategy.

Less than 7 days to 1-12 More than
7 days 1 month months 12 months

At 31 December 2015
Net settled derivatives
— S&P Futures' 310 45 40 15
— S&P Options 355 350 -
At 31 December 2014
Net settled derivatives
— S&P Futures - 110 100 10
— S&P Options 318 - - -

Commentary - Liquidity risk disclosures and derivatives

Gross settled derivatives

An entity is required to disclose its gross cash outflows on gross settled derivatives (IFRS7B11D(d)). A foreign
exchange forward contract is an example of a derivative instrument which is commonly settled on a gross basis rather
than at net. There is no explicit requirement to disclose the corresponding inflow. However, IFRS7B11E requires an
entity to disclose a maturity analysis of financial assets it holds for managing liquidity risk if that information is
necessary to enable users of its financial statements to evaluate the nature and extent of liquidity risk.

Expected maturity vs contractual maturity

Amended IFRS 7p39(b) states: ‘the maturity analysis shall include the remaining contractual maturities for those
derivative financial liabilities for which contractual maturities are essential for an understanding of the timing of the
cash flows’. When more relevant, the information will be presented based on expected maturities rather than
contractual maturities.

IFRS7p33

IFRS7p33(a),
(b)

3.1.3 Credit risk

The Fund is exposed to credit risk, which is the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation.

The main concentration to which the Fund is exposed arises from the Fund’s investments in debt securities. The Fund
is also exposed to counterparty credit risk on trading derivative products, cash and cash equivalents, amounts due
from brokers and other receivable balances.

The Fund’s policy to manage this risk is to invest in debt securities that have a minimum credit rating of BBB/Baa as
designated by a well-known rating agency, Ratings plc, with no more than 50% of the debt portfolio rated less than AA/
Aa. Within the above limits, the Fund may also invest in unrated assets where a rating is assigned by the investment
manager using an approach that is consistent with the approach used by that rating agency. The analysis below
summarises the credit quality of the Fund’s debt portfolio at 31 December.

" The net settled derivatives that have a negative fair value at the reporting date (that is, those that are liabilities) are included in the above liquidity analysis at
contractual undiscounted amounts. Net settled derivatives that have a positive fair value (that is, those that are assets) may also be included; however, this is
not a requirement of IFRS 7. IFRS 7B10A requires that if the cash outflows can be significantly different from the amounts indicated in the liquidity analysis (for
example, in the case of a net settled derivative for which the counterparty has the option to require gross settlement), the entity states that fact and provides
quantitative information that enables users of the financial statements to evaluate the extent of that risk.
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IFRS7p36(c) Debt securities by rating category 2015 2014
AAA/Aaa 40% 45%
AA/Aa 20% 23%
A/A 15% 13%
BBB/Baa 13% 10%
Unrated* 12% 9%
Total 100% 100%
*In order to monitor the credit quality of the “Unrated” underlying debt securities, the investment manager, on the basis of internal research,
prepares its own shadow ratings for the various instruments for which publically available credit ratings are not available. The investment
manager reviews the key financial metrics of the issue and structural features of the instruments in order to calculate the implied ratings for each
of these investments. The majority of unrated securities have been assessed by the investment manager to have credit quality consistent with
BBB/Baa rated securities. A BBB/Baa rating is the lowest rating a bond can have and still be considered investment-grade. An investment grade
bond is a bond considered to have a relatively low risk of default.
All amounts due from brokers, cash and short-term deposits are held by parties with a credit rating of AA/Aa or higher.
The Fund also restricts its exposure to credit losses on the trading derivative instruments it holds by entering into
master netting arrangements with counterparties (approved brokers) with whom it undertakes a significant volume of
transactions. Master netting arrangements do not result in an offset of statement of financial position assets and
liabilities, as transactions are usually settled on a gross basis. However, the credit risk associated with favourable
contracts is reduced by a master netting arrangement to the extent that if an event of default occurs, all amounts with
the counterparty are terminated and settled on a net basis. The Fund’s overall exposure to credit risk on derivative
instruments subject to a master netting arrangement can change substantially within a short period, as it is affected by
each transaction subject to the arrangement. Refer to note 3.1.4 for further analysis of the Funds master netting
arrangements.
All transactions in listed securities are settled/paid for upon delivery using approved brokers. The risk of default is
considered minimal, as delivery of securities sold is only made once the broker has received payment. Payment is
made on a purchase once the securities have been received by the broker. The trade will fail if either party fails to meet
its obligation.
In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s credit position on a daily basis; the
Board of Directors reviews it on a quarterly basis.

IFRS7p36(a) The maximum exposure to credit risk before any credit enhancements at 31 December is the carrying amount of the

IFRS7p34  financial assets as set out below.’

2015 2014

Debt securities 20,382 15,286
Derivative assets 1,600 1,300
Cash and cash equivalents 1,620 325
Other assets 3,879 1,655
Total 27,481 18,566

IFRS7p36(d) None of these assets are impaired nor past due but not impaired.
The clearing and depository operations for the Fund’s security transactions are mainly concentrated with one prime
broker, namely Custodian plc. Custodian plc is a member of a major securities exchange, and at 31 December 2015
had a credit rating of Aa (2014: Aa). At 31 December 2015, substantially all cash and cash equivalents, balances due
from broker and investments are placed in custody with Custodian plc.

IFRS7p14 The Fund has provided Custodian plc with a general lien over all assets (excluding cash®) held in custody in return for

IFRS7p36

services including borrowed securities and derivatives trading. Custodian plc has the right to sell or re-pledge up to
125% (2014: nil) of the collateral received to the extent of equity securities sold short and the fair value of derivatives in
a loss position. The Fund is therefore also exposed to credit risk to Custodian plc to the extent that collateral provided
has been sold or re-pledged. There are also risks involved in dealing with custodians or brokers who settle trades with
regard to the segregation of assets. It is expected that all securities and other assets deposited with custodians or

brokers will be clearly identified as being assets of the Fund; the Fund should not therefore be exposed to a credit risk
with respect to such parties. However, it may not always be possible to achieve this segregation, so the portfolio of the
Fund may experience increased exposure to credit risk associated with the applicable custodians or brokers.

" IFRS7p36(a); Disclosure of the amount that best represents the maximum exposure to credit risk is not required for financial instruments whose carrying
amount best represents the maximum exposure to credit risk.

2 |f cash collateral was provided for a specific transaction, the Fund would separately identify the collateral as ‘margin cash’ or a ‘receivable’ and not include
the amount as part of ‘cash and cash equivalents’ [IAS 39IGD1].
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Commentary - Derivatives and risk disclosures

When making the required IFRS 7 risk disclosures illustrated above, careful thought must be given to the risk
exposures created by the various derivative instruments that the fund may hold. For most derivatives, the notional or
contract value of the instrument would determine the total risk exposure. These exposures need to be incorporated
into the respective quantitative disclosures and sensitivity analysis where applicable.

1p134, 1p135

IFRS7p13C

IFRS7p13E,
B50

3.1.4 Offsetting and amounts subject to master netting arrangements and similar agreements

As at 31 December 2015 and 2014 the Fund was subject to one master netting arrangement with its sole derivative
counterparty. All of the derivative assets and liabilities of the Fund are held with this counterparty and the margin
balance maintained by the Fund is for the purpose of providing collateral on derivative positions.

The following tables present the Fund’s financial assets and liabilities subject to offsetting, enforceable master netting
arrangements and similar agreements. The tables are presented by type of financial instrument.

Financial assets subject to offsetting, enforceable master netting arrangements and similar agreements:

A B C=A-B D E = C-D

Gross amounts  Gross amounts  Net amounts of  Related amounts not set-off in the
of recognised of recognised financial assets statement of financial position

financial assets f.lna.n.c?lal presented in D(i) and D(i) D(ii) Cash Net amount
liabilities the statement . .
) ) . Financial collateral
set-off in the of financial
- Instruments
statement of position
financial
position
Description
2015: Derivative assets 1,600 - 1,600 1,115 - 485
2014: Derivative assets 1,300 - 1,300 538 - 762

Financial liabilities subject to offsetting, enforceable master netting arrangements and similar agreements

A B C=AB D E = C-D
Gross amounts  Gross amounts Net amounts Related amounts not set-off in the
of recognised of recognised of financial statement of financial position
f.lnalnlc.lal flnanmallassets |IabI|ItIeS. D(i) and Dii) D(ii) Cash Net amount
liabilities set-off in the presented in : .
Financial collateral
statement of the statement
. . ) . Instruments
financial of financial
position position
Description
2015: Derivative liabilities 1,115 - 1,115 (1,115) - -
2014: Derivative liabilities 538 - 538 (538) - -

Amounts in D(i) and D(ii) above relate to amounts subject to set-off that do not qualify for offsetting under (B) above.
This includes (i) amounts which are subject to set-off against the asset (or liability) disclosed in ‘A’ which have not
been offset in the statement of financial position, and (i) any financial collateral (including cash collateral), both
received and pledged.

The Fund and its counterparty have elected to settle all transactions on a gross basis however, each party has the
option to settle all open contracts on a net basis in the event of default of the other party. Per the terms of the master
netting agreement, an event of default includes the following:

— failure by a party to make payment when due;

— failure by a party to perform any obligation required by the agreement (other than payment) if such failure is not
remidied within 30 days after notice of such failure is given to the party;

— bankruptcy.
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Commentary - Offsetting and amounts subject to master netting arrangements and
similar agreements

The illustrative disclosure provided above is minimal and deals with a non-complex arrangement. For further detailed
guidance and illustrative disclosure on the Amendments to IFRS 7, ‘Disclosures — Offsetting financial assets and
financial liabilities’, refer to Appendix XIlI.

1p134, 1p135

IFRS13p70

IFRS7p29(a)

3.2 Capital risk management

The capital of the Fund is represented by the net assets attributable to holders of redeemable shares. The amount of
net asset attributable to holders of redeemable shares can change significantly on a weekly basis, as the Fund is
subject to weekly subscriptions and redemptions at the discretion of shareholders, as well as changes resulting from
the Fund’s performance. The Fund’s objective when managing capital is to safeguard the Fund’s ability to continue as
a going concern in order to provide returns for shareholders, provide benefits for other stakeholders and maintain a
strong capital base to support the development of the investment activities of the Fund.

In order to maintain the capital structure, the Fund’s policy is to perform the following:

e Monitor the level of weekly subscriptions and redemptions relative to the assets it expects to be able to liquidate
within 7 days and adjust the amount of distributions the Fund pays to redeemable shareholders.

e Redeem and issue new shares in accordance with the constitutional documents of the Fund, which include the
ability to restrict redemptions and require certain minimum holdings and subscriptions.

The Board of Directors and Investment Manager monitor capital on the basis of the value of net assets attributable to
redeemable shareholders.

3.3 Fair value estimation

The fair value of financial assets and liabilities traded in active markets (such as publicly traded derivatives and trading
securities) are based on quoted market prices at the close of trading on the year end date. The Fund utilises the last
traded market price for both financial assets and financial liabilities. If a significant movement in fair value occurs
subsequent to the close of trading up to midnight in Largatos on the year end date, valuation techniques will be
applied to determine the fair value.

An active market is a market in which transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

The fair value of financial assets and liabilities that are not traded in an active market is determined by using valuation
techniques. The Fund uses a variety of methods and makes assumptions that are based on market conditions existing
at each year end 