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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Royal Fidelity (Barbados) Investment Fund Limited — Premium Income
Fund

We have audited the accompanying financial statements of Royal Fidelity (Barbados) Investment Fund
Limited - Premium Income Fund (the Fund), which comprise the statement of financial position as of

30 June 2015, and the statement of comprehensive income, statement of changes in net assets attributable
to holders of redeemable participating shares and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards 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.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditors consider internal control relevant to the entity’s preparation
and fair presentation of the financial statements 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 entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as of 30 June 2015, and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards.

Frvat = oot

CHARTERED ACCOUNTANTS
Barbados
22 October 2015

A member firm of Ernst & Young Global Limited



Royal Fidelity (Barbados) Investment Fund Limited - Premium Income Fund

Statement of Financial Position
As of 30 June 2015
(Expressed in Barbados dollars)

2015 2014
$ $

ASSETS
Cash at bank [Note 5(e)] 25,744 44,818
Financia! assets at fair value through profit or loss [Note 3] 17,836,686 16,750,625
Interest receivable - 268,730
Withholding tax receivable 298,425 289,027
Other assets 3,050 3,052
Total assets 18,163,905 17,356,252
LIABILITIES
Redemptions payable 14,425 23
Management fee payable 11,320 10,716
Accrued expenses and other liabilities 6,250 6,810
Total liabilities (excluding net assets attributable to
shareholders) 31,995 17,549
Net assets attributable to shareholders [Note 4] 18,131,910 17,338,703
Total liabilities and equity 18,163,905 17,356,252

APPROVED BY THE BOARD OF DIRECTORS AND SIGNED ON ITS BEHALF BY:

gl A

Director y Director

22 October 2015
Date

The accompanying notes are an integral part of these financial statements,



Royal Fidelity (Barbados) Investment Fund Limited - Premium Income Fund

Statement of Comprehensive Income
For the year ended 30 June 2015
(Expressed in Barbados dollars)

2015 2014
$ $

INCOME
Interest income 365,937 1,217,425
Net gain/(loss) on financial assets at fair value through profit or loss 884,940 (354,050)
Total income 1,250,877 863,375
EXPENSES
Management fee [Notes 5(a)] 139,551 145,328
Professional fees 6,488 6,031
Interest expense 18,319 729
Brokerage commissions - -
Other expenses 6,793 6,836
Total expenses 171,151 158,924
Total comprehensive income and increase in net assets attributable to
shareholders from operations 1,079,726 704,451

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited - Premium Income Fund

Statement of Changes in Net Assets Attributable to Shareholders

For the year ended 30 June 2015
(Expressed in Barbados dollars)

Class B Shares

Balance as of the beginning of year

Issuance of shares

Redemption of shares

Total comprehensive income and increase in net
assets attributable to shareholders from
operations

Transfer of shares to Series B1 & B2

Balance as of the end of year

Net asset value per share:

Series B1 Shares

Balance as of the beginning of year

Transfer of Class B shares to Series B1

Issuance of shares

Redemption of shares

Total comprehensive income and increase in net
assets attributable to shareholders from
operations

Balance as of the end of year

Net asset value per share:

Series B3 Shares

Balance as of the beginning of year

Transfer of Class B shares to Series B3
Issuance of shares

Redemption of shares

Total comprehensive income and increase in net
assets attributable to shareholders from
operations

Balance as of the end of year

Net asset value per share:

2015 2014
Net assets Net assets
Number attributable to Number attributable to
of shares shareholders of shares shareholders
$ $
- - 15,030,405 19,977,004
- - 613,823 827,860
- - (671,698) (907,139)
- - - 441,379
- - (14,972,530) (20,339,104)
2015 2014
Net assets Net assets
Number attributable to Number attributable to
of shares shareholders of shares shareholders
$ $
11,581,135 15,947,478 - -
- - 14,522,570 19,727,878
1,986,356 2,834,518 371,628 510,550
(2,484,541) (3,486,584) (3,313,063) (4,539,175)
- 978,252 - 248,225
11,082,950 16,273,664 11,581,135 15,947,478
1.47
2015 2014
Net assets Net assets
Number attributable to Number attributable to
of shares shareholders of shares shareholders
$ $
1,049,950 1,391,225 - -
- - 449,960 611,226
257,517 368,781 599,990 765,152
(2,281) (3,234) - -
- 101,474 - 14,847
1,305,186 1,858,246 1,049,950 1,391,225
1.42

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited - Premium Income Fund

Statement of Cash Flows
For the year ended 30 June 2015
(Expressed in Barbados dollars)

2015 2014
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Purchase of financial assets at fair value through profit or loss (17,171,834) (500,000)
Proceeds from sale of financial assets at fair value through profit or
loss 16,970,714 2,698,365
Interest received 634,668 1,288,155
Interest paid (18,319) (729)
Increase in withholding tax receivable (9,398) (23,749)
Increase in other assets 2 (50)
Payment of expenses (152,811) (175,179)
Net cash from operating activities 253,022 3,286,813
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of redeemable participating shares 3,203,299 2,103,562
Payments for redemptions of redeemable participating shares (3,475,395) (5,446,316)
Net cash (used in) financing activities (272,096) (3,342,754)
Net decrease in cash and cash equivalents (19,074) (55,941)
Cash and cash equivalents as of beginning of year 44,818 100,759
Cash and cash equivalents as of end of year 25,744 44,818

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 7

Notes to the Financial Statements
For the year ended 30 June 2015

1.

General Information

Royal Fidelity (Barbados) Investment Fund Limited (“the Umbrella Fund”) was incorporated in Barbados on
11 August 1986 under the Companies Act of Barbados, Cap. 308 of the Laws of Barbados and licensed as a
mutual fund under the Mutual Funds Act, Cap. 320B of the Laws of Barbados.

The registered office is located at Fidelity House, 27 Pine Road, St. Michael.

During December 2008, the Royal Fidelity Premium Income Fund (the “Fund”) was launched and designated
by Class B shares. The Royal Fidelity Premium Income Fund is a fixed income mutual fund that invests in
fixed income securities to provide long-term, above average income and capital stability with a moderate
level of investment risk.

In January 2014, three of the Sub-funds of the Umbrella Fund were divided into 3 Series of shares including
the Royal Fidelity Select Balanced Fund, the Royal Fidelity Strategic Growth Fund and the Royal Fidelity
Premium Income Fund. The Fund’s Class B shares have been divided as series, namely Series B1, Series B2
and Series B3 [Note 4].

During November 2014, Royal Fidelity Fixed Income Fund and Royal Fidelity Equity Fund were launched
and the Premium Income Fund’s Class B shares were designated to the Royal Fidelity Fixed Fund. The Royal
Fidelity Fixed Fund is a fixed income mutual fund that invests in fixed income securities to provide long-
term, above average income and capital stability with a moderate level of investment risk. The Royal Fidelity
Equity Fund seeks to provide a high total return through a combination of income and capital appreciation by
investing in a diversified portfolio of primarily regional equities.

The Fund’s affairs are managed entirely by service providers [Note 5]. The Fund’s shares are redeemable at
the shareholder’s option and the NAYV is reported on the Barbados Stock Exchange (BSE). The reporting is
for informational purposes. The shares cannot be traded on the stock exchange.

Other sub-funds launched under the Umbrella Fund are:

Royal Fidelity Select Balanced Fund
Royal Fidelity Strategic Growth Fund
Royal Fidelity Fixed Income Fund
Royal Fidelity Equity Fund

Royal Fidelity TIGRS Fund — Series A2
Royal Fidelity TIGRS Fund — Series A3

Individual financial statements have been prepared for each sub-fund and can be obtained from the registered
office of the Umbrella Fund.

Summary of Significant Accounting Policies
The significant accounting policies applied in the preparation of these financial statements are set out below.
(a) Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting Standards

(IFRS) and under the historical cost convention, as modified by the revaluation of financial assets at
fair value through profit or loss.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 8

Notes to the Financial Statements
For the year ended 30 June 2015

2. Summary of Significant Accounting Policies (continued)

(@)

Basis of preparation (continued)

IFRS comprises standards and interpretations approved by the International Accounting Standards
Board and International Accounting Standards and Standard Interpretations Committee interpretations
approved by the International Accounting Standards Committee that remain in effect.

The preparation of financial statements in conformity with IFRS requires management to exercise
judgment in the process of applying the Fund’s accounting policies. It also requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities as of the date of the financial statements and the reported
amounts of income and expenses during the reporting period. Actual results could differ from those
estimates. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the financial statements are disclosed in Note 2(d).

Standards, amendments and interpretations effective for 2015

The following amendments to published standards are mandatory for the Group’s accounting periods
beginning on or after 1 July 2014.

The amendments below did not have a significant impact on the financial statements:

e IFRS 13, ‘Fair value measurement’, aims to improve consistency and reduce complexity by
providing a precise definition of fair value and a single source of fair value measurement and
disclosure requirements for use across IFRSs. The requirements do not extend the use of fair value
accounting but provide guidance on how it should be applied where its use is already required or
permitted by other standards within IFRSs.

e IFRS 10, ‘Consolidated financial statements’ builds on existing principles by identifying the
concept of control as the determining factor in whether an entity should be included within the
consolidated financial statements of the parent company. The standard provides additional
guidance to assist in the determination of control where this is difficult to assess.

Standards, amendments and interpretations effective but not relevant to the Group

IAS 19 - Employee benefits

IAS 27 - Separate Financial Statements

IAS 28 - Investments in Associates and Joint Ventures

IFRS 2 - Share based Payments (effective 1 July 2014)

IFRS 3 - Business Combinations (effective 1 July 2014)

IFRS 8 - Operating Segments (effective 1 July 2014)

IFRS 10, IFRS 12 and 1AS 27 Investment Entities (Amendments) (effective 1 January 2014)
IFRIC 21- Levies

IAS 32 - Offsetting Financial Assets and Financial Liabilities (effective 1 January 2014)
IAS 36 - Impairment of Assets (effective 1 January 2014)

IAS 40 - Investment Property

IAS 39 - Financial Instruments; Recognition and Measurement —Amendments for Novation of
Derivatives (effective 1 January 2014)

Improvement to International Financial Reporting Standards 2009-2011 Cycle

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 9

Notes to the Financial Statements
For the year ended 30 June 2015

2. Summary of Significant Accounting Policies (continued)

(@)

(b)

(©

(d)

Basis of preparation (continued)

New standards, amendments and interpretations issued but not yet effective for the financial year
beginning 1 July 2014 and not early adopted

IAS 16 - Property, Plant & Equipment effective (1 January 2016)
IAS 38- Intangible Assets( 1 January 2016)

IFRS 9 - Financial Instruments; Recognition and Measurement

IFRS 11 - Joint arrangements ( 1 January 2016)

IFRS 14 - Regulatory Deferral Accounts ( 1 January 2016)

e |IFRS 15 - Revenue from Contracts with Customers (1 January 2018)

Foreign currency translation

The financial statements are presented in Barbados dollars (BDS$), which is the Fund’s functional and
presentation currency. The Fund’s investment activities are conducted in BDS$ and United States
dollars (US$).

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing as of the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the statement of comprehensive
income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

Translation differences on financial assets measured at fair value through profit or loss are included as
a part of net gain or loss on financial assets at fair value through profit and loss in the statement of
comprehensive income.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise demand deposits
with banks, other short-term highly liquid investments with original contractual maturities of three
months or less and drawn-down margin credit facilities provided by banks.

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

The Fund has irrevocably elected at initial recognition to classify its debt instruments that meet the
amortised cost criteria as at FVTPL.

Reclassification of debt instruments designated as at FVTPL at initial recognition is not permitted.

Investments in equity instruments are classified as at FVTPL, unless the Fund designates an
investment that is not held for trading as at fair value through other comprehensive income (FVTOCI)
at initial recognition. All equity securities and derivatives are designated as FVTPL.

Regular purchases and sales of investments are recognised on the trade date — the date on which the
Fund commits to purchase or sell the asset. Investments are initially recognised at fair value, and
transaction costs for all financial assets carried at fair value through profit or loss are expensed as
incurred.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 10

Notes to the Financial Statements
For the year ended 30 June 2015

2. Summary of Significant Accounting Policies (continued)

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

(€)

()

(9)

Subsequent to initial recognition, all financial assets at fair value through profit or loss are measured at
fair value. The fair value of financial assets traded in active markets (e.g. securities exchange) is based
on quoted prices as of the last business day of the financial reporting period. The fair value of
restricted and other securities that are not traded in active markets is determined using valuation
techniques, including comparable recent arm’s length transactions, discounted cash flow analysis and
other techniques commonly used by market participants.

Investments 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.

Gains and losses arising from sales and changes in the fair value of financial assets at fair value
through profit or loss are included in the statement of comprehensive income in the period in which
they arise. Realised gains and losses are determined using the average cost method.

Redeemable participating shares

The Fund issues redeemable participating shares, are redeemable at the holder’s option. The Fund’s
redeemable mutual fund shares have all the features and meet all the conditions for classification as
financial liabilities during the entire reporting periods presented. Redeemable participating shares can
be put back to the Fund at any time for cash equal to a proportionate share of the Fund’s net asset
value. The redeemable participating shares are carried at the redemption amount that would be
payable as of the statement of financial position date if the holders were to exercise the right to put the
shares back to the Fund.

Redeemable participating 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, less a redemption fee for shares
redeemed. The Fund’s net asset value per share is calculated by dividing the net assets attributable to
the holders of the redeemable participating shares by the total number of outstanding redeemable
participating shares.

Income and expense recognition

Interest income and expense are recognised in the statement of comprehensive income using the
effective interest method. Dividend income is recognised when the right to receive payment is
established. Other income and expenses are recognised on the accrual basis.

Taxation

The Umbrella Fund is licensed as an authorised mutual fund under the Mutual Funds Act, 2002-22 of
Barbados. As a result, the Umbrella Fund will not be subject to corporation tax on income derived
from its investing activities provided that all income arising in an income year is designated to be
income of the redeemable participating shareholders.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 11

Notes to the Financial Statements
For the year ended 30 June 2015

3. Financial Assets at Fair Value through Profit or Loss

The Fund ranks its financial assets based on the hierarchy of valuation techniques required by IFRS, which is
determined based on whether the inputs to those valuation techniques are observable or unobservable.
Observable inputs reflect market data obtained from independent sources; unobservable inputs reflect the
Fund’s market assumptions. These two types of inputs lead to the following fair value hierarchy:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 — Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
This hierarchy requires the use of observable market data when available. The Fund considers relevant and
observable market prices in its valuations where possible.

2015 2014
$ $
Level 1
Equity securities - 3,366,959
Level 2
Corporate and government debt securities - 12,881,308
Level 3
Managed Funds 17,836,686 502,358
Total 17,836,686 16,750,625

As of 30 June 2015, the cost of financial assets at fair value through profit or loss was $17,036,694 (2014:
$16,564,784)

Movements in Level 3 investment entities comprise:

2015
$
Balance as of 30 June 2014 502,358
Purchases 17,171,834
Sales (635,140)
Total gains and losses included in the statement of comprehensive
income 797,634
Balance as of 30 June 2015 17,836,686

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 12

Notes to the Financial Statements
For the year ended 30 June 2015

3. Financial Assets at Fair Value through Profit or Loss (continued)

2014
$
Balance as of 30 June 2013 -
Purchases 500,000

Total gains and losses included in the statement of comprehensive
income 2,358
Balance as of 30 June 2014 502,358

The Fund invests in managed funds which are not quoted in an active market. Transactions in the shares of
such funds do not occur on a regular basis. Investments in those funds are valued based on the Net Asset
Value (NAV) per share published by the administrator of those funds. Depending on the fair value level of an
underlying fund’s assets and liabilities and on the adjustments needed to the NAV per share published by that
fund, the Fund classifies the fair value of that investment as Level 3.

4, Redeemable Participating Shares

The authorised capital of the Fund is unlimited and comprises of Class B, Series B1 and Series B3
redeemable shares issued by the Fund.

Each share issued confers upon the shareholder an equal interest in the Fund, and is of equal value. A share
does not confer any interest in any particular asset or investment of the Fund. The redeemable participating
shares carry no voting rights, but are entitled to fully participate in the profits of the Fund. The redeemable
participating shares are issued on the last day of each calendar month (dealing date) at the NAV per share as
of the close of the last valuation date. Redeemable participating shares may be redeemed at the holder’s
option, at the NAV per share as of the valuation date less a redemption fee of up to 2% per share for Series
B1 and B2 (minimum of $50); no redemption fee is applicable to Series B3. The redemption fee is
determined based on the length of time the shares are outstanding, with a higher fee for the shorter the
outstanding period.

Income and expenses (other than expenses attributable to a specific series) are allocated to each series of
Class B redeemable participating shares based on their relative NAV. An increase or decrease in net assets
per redeemable participating share is calculated by dividing the increase or decrease in net assets attributable
to holders of redeemable participating shares by the weighted average number of redeemable participating
shares. The weighted average number of redeemable participating shares during the year amounted to
11,785,053 (2014: 12,574,816) attributable to Series Al shares 10,651,665 (2014: 11,615,313) and 419,291
attributable to Series A3 shares (2014: 959,303).

As of 30 June 2015, related parties owned 12,198,231 (2014: 1,787,379) redeemable participating shares in
the Premium Income Fund.

5. Agreements and Transactions with Related Parties
The Fund does not have employees and retains the services of certain entities to manage its affairs, all of
which are related parties. Related parties include those entities and individuals that have the ability to control

or exercise significant influence over the Fund in making financial or operational decisions, and entities that
are controlled, jointly controlled or significantly influenced by them.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 13

Notes to the Financial Statements
For the year ended 30 June 2015

5. Agreements and Transactions with Related Parties (continued)

(@)

(b)

(©

(d)

©

Investment management agreement

Pursuant to an agreement with the Umbrella Fund, Royal Fidelity Merchant Bank & Trust Limited, a
bank incorporated and licensed in Barbados, serves as the Fund’s investment manager. The Investment
Manager is responsible for the implementation of the Fund’s investment strategy and has sole
responsibility for the investing and reinvesting of the Fund’s assets.

The Investment Manager is entitled to an investment management fee of 0.75% per annum of the NAV
of the Fund, payable monthly in arrears. The Investment Manager earned fees of $139,551 (2014:
$145,328).

The Investment Manager is also entitled to receive a monthly incentive fee if the performance of the
Fund exceeds the target rate set by the Board of Directors from time to time (the benchmark rate).
Should the NAV per share on a valuation date exceed the highest NAV per share on a prior valuation
date plus one twelfth of the benchmark rate for each of the months since that point in time, the
Investment Manager is entitled to an incentive fee equal to twenty five percent (20%) of the excess
return. For the purposes of calculating incentive fees, NAV per share is the amount calculated after
deducting the administration fee and before incentive fee. The benchmark rate for the year ended

30 June 2015 was 4.50% (2014: 4.50%). The Investment Manager earned incentive fees of $13,042
(2014: $Nil).

Administration agreement

Pursuant to an agreement with the Umbrella Fund, Royal Fidelity Capital Markets (Barbados) Limited
serves as the Fund’s administrator. Administration fees are paid by the Investment Manager.

Custody agreement

Pursuant to an agreement with the Umbrella Fund, Royal Bank of Canada Financial Corporation, a
bank incorporated and licensed in Barbados, serves as the Fund’s primary custodian and escrow agent.
Custodian fees are paid by the Investment Manager. The custodian fee has been waived for 2015 and
2014.

Directors and officers

Certain directors of the Fund are also directors or officers of the Investment Manager and its
subsidiaries and of the Custodian.

Cash at bank
The Fund has demand deposit accounts with the Investment Manager, which earns interest at an annual

rate of 1.25% per annum for balances greater than $10,000. As of 30 June 2015 and 30 June 2014, all
cash at bank held was deposited with the Investment Manager.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 14
Notes to the Financial Statements
For the year ended 30 June 2015
5. Agreements and Transactions with Related Parties (continued)
() Inter-fund relationships

The Royal Fidelity Premium Income Fund holds investments in the following other related fund:

2015 2014

$ $

RF Bahamas Targeted Income Fund- Series 1 - 502,358
RF Fixed Income Fund 17,836,686 -
17,836,686 502,358

6. Taxation

The Fund is licensed as an authorized mutual fund under the Mutual Funds Act, 2002-22 of Barbados. As a
result, it was not subject to corporation tax on income derived from its investing activities as all income
arising in the year was designated to be income of the redeemable participating shareholders.

7. Financial Risk Management

The Fund’s objective in managing risk is the creation and protection of shareholder value. Risk is inherent in
the Fund’s activities, but it is managed through a process of ongoing identification, measurement and
monitoring, subject to risks limits and other controls. The process of risk management is critical to the Fund’s
continuing profitability. The Fund is exposed to market risk (which includes foreign currency risk, interest
rate risk and price risk), credit risk and liquidity risk arising from the financial instruments it holds. The
Fund’s financial performance is affected by its capability to understand and effectively manage these risks.

The Fund’s Investment Manager is responsible for identifying and controlling risks. The Board of Directors
supervises the Investment Manager and is ultimately responsible for the overall risk management of the Fund.

Monitoring and controlling risks is primarily set up to be performed based on limits established by the Board
of Directors. These limits reflect the business strategy including the risk that the Fund is willing to accept and
the market environment of the Fund. In addition, the Fund monitors and measures the overall risk in relation
to the aggregate risk exposure across all risks type and activities.

Excessive risk concentration

Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a
particular industry or geographical location. Concentrations of risk arise when a number of financial
instruments or contracts are entered into with the same counterparty, or where a number of counterparties are
engaged in similar business activities, or activities in the same geographic region, or that have similar
economic features that would cause their ability to meet contractual obligations to be similarly affected by
changes in economic, political or other conditions. Concentrations of liquidity risk may arise from the
repayment terms of financial liabilities, sources of borrowing facilities or reliance on a particular market in
which to realise liquid assets. Concentrations of foreign exchange risk may arise if the Fund has a significant
net open position in a single foreign currency, or aggregate net open positions in several currencies that tend
to move together.

The Fund has concentrated risk based in counterparties by geographic distribution.
In order to avoid excessive concentrations of risk, the Fund’s policies and procedures include specific

guidelines to focus on maintaining a diversified portfolio. The Fund’s diversification is managed through the
Fixed Income Fund.

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 15

Notes to the Financial Statements
For the year ended 30 June 2015

7. Financial Risk Management (continued)
(@) Pricerisk

Price risk is the risk that the fair value of a financial instrument will fluctuate because of changes in
market prices. The equity risk arises from the Fund’s investments in equity securities. The price risk
of the portfolio of financial assets is managed through diversification of the portfolio, with asset
allocation guidelines recommended by the Investment Manager and approved by the Directors. The
Fund’s financial instruments are susceptible to market price risk arising from uncertainties about future
prices of financial instruments.

The table below shows the effect on the portfolio due to a (1%) change in market prices with all other
variables held constant:

2015 2014

$ $

Equity securities - 33,670
Managed funds 178,367 5,024
178,367 38,694

(b)  Foreign currency risk

Foreign currency risk is the risk that the value of financial assets and liabilities will fluctuate due to
changes in foreign exchange rates. The Fund is directly exposed to foreign currency risk through its
investments in financial assets at fair value through profit or loss denominated in US$. However this
risk is currently mitigated because the BDS$: US$ exchange rate is fixed at 2:1.

All term deposits, interest receivable and other financial assets are denominated in Barbados Dollars.
There are no financial liabilities denoted in United States Dollars.

The following tables set out the Fund’s exposure to foreign currency exchange rates on monetary
financial assets.

2015
BDS usD Total
3 $ $

Financial assets at fair value
through profit and loss 17,836,686 - 17,836,686
17,836,686 - 17,836,686
2014
BDS usD Total
3 $ $

Financial assets at fair value
through profit and loss 16,248,267 502,358 16,750,625
16,248,267 502,358 16,750,625

The accompanying notes are an integral part of these financial statements.
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Notes to the Financial Statements
For the year ended 30 June 2015

7. Financial Risk Management (continued)

(©

(d)

Credit risk

Credit risk is the risk that a counterparty will be unable or unwilling to meet a commitment that is
entered into with the Fund. The Fund’s investment strategy exposes it to credit risk.

The risk of default on sales or purchase transactions is considered minimal, as delivery of securities
sold is only made once the Investment Manager has received payment. Payment is made on a purchase
once the securities have been received by the Investment Manager. The trade will fail if either party
fails to meet its obligation.

The risk of default on principal and interest payments is also considered minimal. It is the Fund’s
policy to enter into financial instruments with reputable counterparties and financial institutions in
good standing with regulatory bodies. The Investment Manager performs due diligence on all
investments prior to their acquisition.

Liquidity risk

Liquidity risk is the risk that the Fund is unable to meet its payment obligations associated with its
financial liabilities when they come due. The Fund is exposed to monthly redemptions of redeemable
participating shares, however its investments are generally considered longer term. The Fund has the
ability to liquidate its positions to meet payment obligations, as financial assets are principally
considered to be marketable and can be sold in response to liquidity needs. Further, the Fund has the
ability to borrow in the short term using its investments as collateral.

All financial liabilities are due on demand, however amounts owing to redeemable participating
shareholders are not expected to be demanded in the short term as shareholders typically retain such
for the medium to long term.

The maturity profiles of debt securities are disclosed in the following table. All other financial assets
are due on demand.

2015

1-5 years > 5 years Total

$ $ $

Debt securities - - -
2014

1-5 years > 5 years Total

$ $ $

Debt securities 6,415,415 6,465,893 12,881,308

The accompanying notes are an integral part of these financial statements.



Royal Fidelity (Barbados) Investment Fund Limited — Premium Income Fund 17

Notes to the Financial Statements
For the year ended 30 June 2015

7. Financial Risk Management (continued)

©

Interest rate risk

Fair value and cash flow interest rate risks are the risks that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. The Fund takes on
exposure to the effects of fluctuations in the prevailing levels of market interest rates on both its fair
value and cash flow risks.

The Fund has elected not to hedge its exposure to cash flow interest rate risk, and accepts this risk in
order to achieve its stated investment objective of achieving a stable rate of income.

All fixed income securities are obtained primarily from Government sources with rates of interest
which are fixed over the term of the instruments

As of 30 June 2015, should interest rates be lowered by 1% with all other variables remaining constant,
the increase in net assets attributable to shareholders would amount to approximately arising
substantially from the increase in the market value of debt securities. The debt securities bear interest
at rates ranging from 6.25% to 9.75% per annum

8. Capital Risk Management

The capital of the Fund is represented by the net assets attributable to the holders of redeemable participating
shares. The amount of net assets attributable to these shareholders can change significantly on a monthly
basis, as the Fund is subject to monthly subscriptions and redemptions at the discretion of the shareholders.
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 and benefits for other stakeholders and to maintain a strong
capital base to support the development of the investment activities of the Fund.

In order to maintain or adjust the capital structure, the Fund:

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

issues new shares and redeems existing 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 participating shareholders.

The accompanying notes are an integral part of these financial statements.



