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INDEPENDENT AUDITORS" REPORT

To the Unit Holders of
SCOTIA PREMIUM US DOLLAR INDEXED FUND

Opinion

We have audited the financial statements of Scotia Premium US Dollar Indexed
Fund (“the Fund”), set out on pages 4 to 32, which comprise the statement of
financial position as at October 31, 2021, the statements of profit or loss and
other comprehensive income, changes in net assets attributable to holders of
redeemable units and cash flows for the year then ended, and notes, comprising
significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of
the financial position of the Fund as at October 31, 2021, and of its financial
performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Fund in accordance with the International
Ethics Standards Board for Accountants International Code of Ethics for
Professional Accountants including International Independence Standards (IESBA
Code), and we have fulfilled our other ethical responsibilities in accordance with
the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITORS" REPORT (CONTINUED)

To the Unit Holders of
SCOTIA PREMIUM US DOLLAR INDEXED FUND

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

Management is responsible for the preparation of financial statements that give a
true and fair view in accordance with IFRS, and for such internal control as
management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing
the Fund's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Fund or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s
financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
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INDEPENDENT AUDITORS" REPORT (CONTINUED)

To the Unit Holders of
SCOTIA PREMIUM US DOLLAR INDEXED FUND

Auditors’ Responsibilities for the Audit of the Financial Statements (Continued)

e (Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Fund's
internal control.

e FEvaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

e Conclude on the appropriateness of management’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Fund's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention
in our auditors’ report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Fund to cease to
continue as a going concern.

e FEvaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

NG

Chartered Accountants
Kingston, Jamaica

March 1, 2021



SCOTIA PREMIUM US DOLLAR INDEXED FUND

Statement of Profit or Loss and Other Comprehensive Income
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

Notes 2021 2020
Revenue
Interest income calculated using the effective interest
method:
Financial assets at fair value through profit or loss (FVTPL) 111,815 118,356
Financial assets at amortised cost 27,809 15,533
Unrealised revaluation (losses)/gains on financial assets
at FVTPL 92,804  ( 23,677)
Realised revaluation losses on financial assets
at FVTPL 19,816 ( 55,343)
Foreign exchange gains 105,697 77,196
Total revenue 357,941 132,065
Expenses
Management fees 13(d) 47,655 37,888
Other 4 17,028 17,087
Total operating expenses 64,683 54,975
Profit for the year, being increase in net assets
attributable to holders of redeemable units 293,258 77,090

The accompanying notes form an integral part of the financial statements.



SCOTIA PREMIUM US DOLLAR INDEXED FUND

Statement of Financial Position

October 31, 2021
(expressed in thousands of Jamaica dollars unless otherwise stated)

Notes 2021 2020

ASSETS

Cash 5 111,700 121,426

Financial assets at fair value through profit or loss 6(b) 2,964,951 2,244,760

Financial assets at amortised cost 6(c) 641,261 479,307

Due from Fund Manager 7 - 3,286
Total assets 3,717,912 2,848,779
LIABILITY

Other payables, being total liability 8,301 7,462
Net assets attributable to holders of redeemable units 8 3700611 2841317

The financial statements on pages 4 to 32 were approved for issue by the Board of Scotia

Investments Jamaica Limited on March 1, 2022 and signed on its behalf by:

\\w Director

Audrey Tugwel

Audrey Richards

Director

The accompanying notes form an integral part of the financial statements.



SCOTIA PREMIUM US DOLLAR INDEXED FUND

Statement of Changes in Net Assets Attributable to Holders of Redeemable Units
Year ended October 31, 2021
(expressed in thousands of Jamaica dollars unless otherwise stated)

Note 2021 2020

Balance at the beginning of the period 2,841,317 2,849,737

Profit for the year, being increase in net assets
attributable to holders of redeemable units 293,258 77,090

3134575 2,926,827

Contributions and redemptions by holders of redeemable
units:

Issue of units during the year 8 727,870 168,512
Reinvestments 8 52,003 48,179
Redemption of units during the year 8 ( 141,649) ( 239,376)
Distributions 8 (__63,188) (__62,825)
Contributions and redemptions by holders of
redeemable units, net 575,036 (__85,510)
Balance at the end of the period 3,709,611 2,841,317

The accompanying notes form an integral part of the financial statements.



SCOTIA PREMIUM US DOLLAR INDEXED FUND

Statement of Cash Flows
Year ended October 31, 2021
(expressed in thousands of Jamaica dollars unless otherwise stated)

Notes 2021 2020
Cash flows from operating activities
Increase in net assets attributable to
holders of redeemable units 293,258 77,090
Adjustments for:
Unrealised revaluation (gains)/losses on financial
assets at fair value through profit or loss (FVTPL) ( 92,803) 23,677
Interest income (139,624) (133,889)
60,831 ( 33,122)
Changes in operating assets and liabilities
Financial assets at fair value through profit or loss (612,883) 243,047
Financial assets at amortised cost (161,833) (222,388)
Due from Fund Manager 3,286 1,872
Other payables 839 ( 2,155)
Proceeds from new units available for
investments 8,12 727,870 168,512
Payments for units encashed 8,12 (141,649) (239,376)
Proceeds from income reinvested 8 52,003 48,179
Income distribution 8 (063,188) (062,825)
(134,725) ( 98,256)
Interest received 124,999 185,999
Net cash (used)/provided by operating activities, being
Net (decrease)/increase in cash ( 9,726) 87,743
Cash at beginning of the year 121,426 33,683
Cash at end of the year 111,700 121,426

The accompanying notes form an integral part of the financial statements.




SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements
Year ended October 31, 2021
(expressed in thousands of Jamaica dollars unless otherwise stated)

1. The Scotia Premium US Dollar Indexed Fund

The Scotia Premium US Dollar Indexed Fund (“the Fund”) is registered in Jamaica as a unit
trust scheme under the Unit Trusts Act. The Fund is managed by Scotia Investments
Jamaica Limited (“Fund Manager”), and the Trustee is JCSD Trustee Services Limited. Both
the Fund Manager and the Trustee are incorporated and domiciled in Jamaica. The registered
office of the Fund is located at 7 Holborn Road, Kingston 10.

Scotia Investments Jamaica Limited (“Fund Manager”) is a wholly-owned subsidiary of Scotia
Group Jamaica Limited (“Scotia Group”).

The Fund is a United States Dollar indexed fixed income portfolio denominated in Jamaica
Dollars. The investment objective of this portfolio is to maximize total Jamaica Dollar return to
unit holders by primarily investing in a diversified mix of United States Dollar denominated
fixed income instruments. The Fund commenced operations on January 15, 2016.

The income of the Fund is exempt from income tax, under section 13(t) of the Income Tax
Act.

2. Summary of significant accounting policies

(a) Statement of compliance and basis of preparation

(i) Statement of compliance

The financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS), as issued by the International Accounting
Standards Board.

Amended standards that became effective during the year

Certain new and amended standards came into effect during the current financial
year. The Fund has assessed them and has adopted those which are relevant to
its financial statements:

(i)  Amendments to References to Conceptual Framework in IFRS Standards is
effective retrospectively for annual reporting periods beginning on or after
January 1, 2020. The revised framework covers all aspects of standard
setting including the objective of financial reporting.

The main change relates to how and when assets and liabilities are
recognised and de-recognised in the financial statements.

- A new ‘bundle of rights’ approach to assets will mean that an entity may
recognise the right to use an asset rather than the asset itself;

- Aliability will be recognised if an entity has no practical ability to avoid it.
This may bring liabilities on balance sheet earlier than at present; and

- A new control-based approach to de-recognition will allow an entity to
derecognise an asset when it loses control over all or part of it; the focus
will no longer be on the transfer of risks and rewards.



SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(a)

Statement of compliance and basis of preparation (continued)

(i)

Statement of compliance (continued)

Amended standards that became effective during the year (continued)

(ii)

Amendment to IAS 1 Presentation of Financial Statements and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors is
effective for annual periods beginning on or after January 1, 2020, and
provides the following definition of ‘material’ to guide preparers of financial
statements in making judgements about information to be included in
financial statements.

“Information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting
entity.”

New and amended standards and interpretations that are not yet effective

At the date of authorisation of these financial statements, certain standards,
amendment to standards and interpretations have been published which are not
yet effective and which the Fund has not early-adopted.

(i)

Annual Improvements to IFRS Standards 2018-2020 cycle contain
amendments to IFRS 1 First-time Adoption of International Financial
Reporting Standards, effective for annual periods beginning on or after
January 1, 2022. Those that affect the company’s operations are IFRS 9
Financial Instruments.

IFRS 9 Financial Instruments amendment clarifies that — for the purpose of
performing the “10 per cent test’ for derecognition of financial liabilities — in
determining those fees paid net of fees received, a borrower includes only
fees paid or received between the borrower and the lender, including fees
paid or received by either the borrower or lender on the other’s behalf.

The Fund does not expect the amendment to have a significant impact on its 2023
financial statements.

(ii)

Amendments to IAS 1 Presentation of Financial Statements, will apply
retrospectively for annual reporting periods beginning on or after January 1,
2023. The amendments promote consistency in application and clarify the
requirements on determining if a liability is current or non-current.

The Fund does not expect the amendment to have a significant impact on
its 2024 financial statements.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(a)

(b)

(c)

Statement of compliance and basis of preparation (continued)
(i) Basis of measurement

The financial statements have been prepared on the historical cost basis, except
for financial assets at fair value through profit or loss which are measured at fair
value.

(i) Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires the use
of certain assumptions and critical accounting estimates. It also requires
management 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 3.

(iv) Functional and presentation currency

These financial statements are presented in Jamaica Dollars, which is the Fund’s
functional currency. Except where indicated to be otherwise, financial information
presented in Jamaica Dollars has been rounded to the nearest thousand.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into
Jamaica Dollars at the exchange rates prevailing at the reporting date, being the mid-
point between Bank of Jamaica’s weighted average buying and selling rates at that
date. Non-monetary assets and liabilities denominated in foreign currencies that are
measured at fair value are translated in Jamaica Dollars at the exchange rate at the
date that fair value is calculated.

Transactions in foreign currencies are translated in Jamaica Dollars at the rates of
exchange ruling at the dates of those transactions. Gains and losses arising from
exchange rate fluctuations are included in profit or loss.

Interest

Interest income is recognised in profit or loss using the effective interest method. The
“effective interest rate” is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial instruments to its gross carrying
amount.

When calculating the effective interest rate for financial instruments, the Fund estimates
future cash flows considering all contractual terms of the financial instrument, but not
ECL.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

(c)

(d)

Interest (continued)

The calculation of the effective interest rate includes transaction costs and fees and
points paid or received that are an integral part of the effective interest rate. Transaction
costs include incremental costs that are directly attributable to the acquisition of a
financial asset.

The ‘amortised cost’ of a financial asset or liability is the amount at which the financial
asset is measured on initial recognition minus the principal repayments, plus or minus
the cumulative amortisation using the effective interest method of any difference
between that initial amount and the maturity amount and, for financial assets, adjusted
for any expected credit loss allowance.

The ‘gross carrying amount of a financial asset’ is the amortised cost of a financial
asset before adjusting for any expected credit loss allowance.

The effective interest rate of a financial asset is calculated on initial recognition. In
calculating interest income, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) and is revised as a result of
periodic re-estimation of cash flows of floating rate instruments to reflect movements in
market rates of interest.

However, for financial assets that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the effective interest rate to the
amortised cost of the financial asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to the gross basis.

Interest income calculated using the effective interest method presented in the
statement of profit or loss and OCI, includes interest on financial assets measured at
amortised cost.

Net gain from financial instruments mandatory at fair value through profit or loss

Net gain from financial instruments manadatorily measured at fair value through profit
or loss includes all realised and unrealised fair value changes, realised gains and
losses from the sale of financial instruments and foreign exchange differences, but
excludes interest.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

(e) Financial assets and financial liabilities

(i)

(ii)

Recognition and initial measurement

Financial assets and liabilities at fair value through profit or loss are recognised
initially on the trade date at which the Fund becomes party to the contractual
provisions of the instrument. Other financial assets and liabilities are recognised
on the date they are originated.

Financial assets and liabilities at fair value through profit or loss are measured
initially at fair value, with transaction costs recognised in profit or loss. Financial
assets and liabilities not at fair value through profit or loss are measured initially
at fair value, plus transaction costs that are directly attributable to its acquisition
or issue.

Classification and measurement

Assessment of whether contractual cash flow are solely payments of principal
and interest (SPPI)

On initial recognition, the Fund classifies financial assets as measured at
amortised cost or FVTPL.

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

— itis held within a business model whose objective is to hold assets to collect
contractual cash flows; and

— its contractual terms give rise on specified dates to cash flows that are SPPI.
All other financial assets of the Fund are measured at FVTPL.
Business model assessment

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

— the documented investment strategy and the execution of this strategy in
practice. This includes whether the investment strategy focuses on earning
contractual interest income, maintaining a particular interest rate profile,
matching the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows through the sale of
the assets;
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(ii)

Classification and measurement (continued)
Business model assessment (continued)

— how the performance of the portfolio is evaluated and reported to
management;

- the risks that affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed;

— how the Fund Manager is compensated: e.g. whether compensation is based
on the fair value of the assets managed or the contractual cash flows
collected; and

- the frequency, volume and timing of sales of financial assets in prior periods,
the reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, consistent with the
Fund’s continuing recognition of the assets.

The Fund has determined that it has two business models:

— Held-to-collect business model: which includes cash, receivables and resale
agreements. These financial assets are held to collect contractual cash flow.

— Other business model: which includes debt securities and certificates of
deposit. These financial assets are managed and their performance is
evaluated, on a fair value basis, with frequent sales taking place.

Assessment whether contractual cash flows are SPPI

For the purposes of this assessment, ‘principal’ is defined as the fair value of the
financial asset on initial recognition. ‘Interest’ is defined as consideration for the
time value of money and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks
and costs (e.qg. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPI, the Fund considers
the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or
amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Fund considers:

- contingent events that would change the amount or timing of cash flows;
- leverage features;

- prepayment and extension features;

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

— features that modify consideration of the time value of money (e.g. periodical
reset of interest rates).
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(ii)

(iif)

(iv)

Classification and measurement (continued)
Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless
the Fund were to change its business model for managing those financial assets,
in which case all affected financial assets would be reclassified on the first day of
the first reporting period following the change in the business model.

The Fund has financial assets and liabilities classified in the following categories:

Financial assets at fair value through profit or loss:

e Designated as at fair value through profit or loss — bonds and other notes.

Loans and receivables:

e Financial assets at amortised cost — cash, receivables, due from Fund
Manager, resale agreements and corporate bonds.

Financial liabilities measured at cost:

e Other liabilities - other payables.
Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the
financial asset or liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortisation using the effective interest
method of any difference between the amount recognised and the maturity
amount, minus any reduction for impairment.

Derecognition

The Fund derecognises a financial instrument when the contractual rights to the
cash flows from the asset expire, or it transfers the rights to receive the
contractual cash flows on the financial asset in a transaction in which substantially
all the risks and rewards of ownership of the financial asset are transferred. Any
interest in transferred financial assets that is created or retained by the Fund is
recognised as a separate asset or liability on the statement of financial position.

On derecognition of a financial asset, the difference between the asset’s carrying
amount and the consideration received is recognised in the profit or loss.

The Fund is engaged in transactions whereby it transfers assets recognised on its
statement of financial position, but retains either all risks and rewards of the
transferred assets or a portion of them. If all or substantially all risks and rewards
are retained, then the transferred assets are not derecognised from the statement
of financial position. Transfers of assets with retention of all or substantially all
risks and rewards include, for example, securities lending and repurchase
transactions.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(iv)

(vi)

Derecognition (continued)

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

Offsetting

Financial assets and liabilities are offset and the net amount presented in the
statement of financial position only when the Fund has a legal right to set off the
recognised amounts and it intends to settle on a net basis or to realise the assets
and settle the liability simultaneously.

Fair value measurement

‘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 in the principal or, in its absence, the most advantageous market to which
the Fund has access at that date. The fair value of a liability reflects its non-
performance risk.

When available, the Fund Manager measures the fair value of an instrument
using the quoted price in an active market for that instrument. A market is
regarded as active if transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Fund Manager uses
valuation techniques that maximise the use of relevant observable inputs and
minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in
pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is
normally the transaction price - i.e. the fair value of the consideration given or
received. If the Fund Manager determines that the fair value at initial recognition
differs from the transaction price and the fair value is evidenced neither by a
quoted price in an active market for an identical asset or liability nor based on a
valuation technique that uses only data from observable markets, then the
financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value at initial recognition and the transaction price.

Subsequently, that difference is recognised in profit or loss on an appropriate
basis over the life of the instrument but no later than when the valuation is wholly
supported by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price,
then the Fund Manager measures the asset and long positions at a bid price and
the liability and short positions at an ask price.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(vi)

(vii)

Fair value measurement (continued)

Portfolios of financial assets and financial liabilities that are exposed to market
risk and credit risk that are managed by the Fund Manager on the basis of the net
exposure to either market or credit risk are measured on the basis of a price that
would be received to sell a net long position (or paid to transfer a net short
position) for a particular risk exposure. Those portfolio-level adjustments are
allocated to the individual assets and liabilities on the basis of the relative risk
adjustment of each of the individual instruments in the portfolio.

The Fund recognises transfers between levels of the fair value hierarchy as of the
end of the reporting period during which the change has occurred.

If the market for a financial instrument is not active, the Fund establishes fair
value using pricing models or discounted cash flow techniques or a generally
accepted alternative method. Where discounted cash flow techniques are used,
estimated future cash flows are based on management’s best estimates and the
discount rate is a market related rate at the reporting date for an instrument with
similar terms and conditions. Where pricing models are used, inputs are based on
market related measures at the reporting date and incorporate all factors that
market participants would consider in setting a price and is consistent with
accepted economic methodologies for pricing financial instruments.

Identification and measurement of impairment

The Fund recognises loss allowances for expected credit losses (ECLs) on
financial assets measured at amortised cost.

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

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

The Fund measures loss allowances at an amount equal to lifetime ECLs, except
for the following, which are measured at 12-month ECLs:

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

— other financial assets for which credit risk (i.e. the risk of default occurring
over the expected life of the asset) has not increased significantly since initial
recognition.

When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECLs, the Fund
considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Fund'’s historical experience and informed
credit assessment and including forward-looking information.
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SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

(e) Financial assets and financial liabilities (continued)

(vii)

Identification and measurement of impairment (continued)

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

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

— the borrower is unlikely to pay its credit obligations to the Fund in full, without
recourse by the Fund to actions such as realising security (if any is held); or

— the financial asset is more than 90 days past due.

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

of the counterparty is equivalent to the globally understood definition of
‘investment grade’. The Fund considers this to be as follows:

(a) Credit Ratings issued by Standard and Poor’s as BBB- or above;

(b) Credit Ratings issued by Fitch Rating Agency as BBB- or above;

(c) Credit Ratings issued by Moody’s Rating Agency as Baa3 or above;

(d) Credit Ratings issued by Caribbean Information and Credit rating Services
Limited as CariBBB- or above.

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

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are
measured as the present value of all cash shortfalls (i.e. the difference between
the cash flows due to the entity in accordance with the contract and the cash
flows that the Fund expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.
Credit-impaired financial assets

A financial asset is ‘credit-impaired’ when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have
occurred.

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

- significant financial difficulty of the borrower or issuer;

— a breach of contract such as a default or being more than 90 days past due;
or

— itis probable that the borrower will enter bankruptcy or other financial
reorganisation.

Presentation of allowance for ECLs in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted
from the gross carrying amount of the assets.
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2.

Summary of significant accounting policies (continued)

(e)

(f)

(9)

(h)

(i)

Financial assets and financial liabilities (continued)
(vii) Identification and measurement of impairment (continued)
Write-off
The gross carrying amount of a financial asset is written off when the Fund has
no reasonable expectations of recovering a financial asset in its entirety or a
portion thereof.
Resale agreements
A resale agreement ("reverse repo") is a short-term transaction in whichNo an entity
buys securities and simultaneously agrees to resell the securities on a specified date
and at a specified price. Title to the security is not actually transferred, unless the

counterparty fails to comply with the terms of the contract.

Reverse repos are accounted for as short-term collateralised lending and are measured
at amortised cost.

The difference between the purchase and resale price is recognised as interest over the
life of the agreements using the effective interest method.

Accounts receivable

Trade and other receivables are measured at amortised cost, less impairment losses.
Other payables

Other payables are measured at amortised cost.

Redeemable units

The Fund classifies financial instruments issued as financial liabilities or equity
instruments in accordance with the substance of the contractual terms of the
instruments. The redeemable units issued by the Fund provide investors with the right
to require redemption for cash at a value proportionate to the investor's share in the

Fund’s net assets at the redemption date and also in the event of the Fund’s liquidation.
The redeemable units are therefore, classified as equity.

Critical accounting estimates and judgements in applying accounting policies

The Fund Manager makes estimates and assumptions that affect the reported amounts of,
and disclosures relating to assets, liabilities, income and expenses reported in these financial
statements. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

In the absence of quoted market prices, the fair value of certain debt securities was
determined using a generally accepted alternative method. The method includes the use of
yield on securities with similar risks and tenure at the reporting date. There is however, no
single accepted market yield, and therefore the resultant fair value estimates may not reflect
the prices at which these instruments would trade in actual arm’s length transactions.
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3. Critical accounting estimates and judgements in applying accounting policies (continued)

The measurement of the expected credit loss allowance for financial assets measured at
amortised cost is an area that requires the use of complex models and significant
assumptions about future economic conditions and credit behaviour (e.g. the likelihood of
default and the resulting losses). Explanation of the inputs, assumptions and estimation
techniques used in measuring ECL is further detailed in notes 2(e)(vii) and 9(a), which also
sets out key sensitivities of the ECL to changes in these elements.

A number of significant judgements are required in applying the accounting requirements for
measuring expected credit loss (ECL), such as:

. Determining criteria for significant increases in credit risk;

. Choosing appropriate models and assumptions for the measurement of ECL;

. Establishing the number and relative weightings of forward-looking scenarios for each
type of product/market and the associated ECL; and

° Establishing groups of similar financial assets for the purposes of measuring ECL.

4. Other expenses

2021 2020

Auditors’ remuneration 2,151 2,871
Transfer agent fees 3,462 3,385
Trustee fees 1,762 1,575
Administration and accounting fees 9,653 9,256
17,028 17,087

5. Cash

This represents current account and call deposit balances and term deposits at bank with
maturities three months or less.

6. Investments

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

2021 2020
Government and Bank of Jamaica Securities:
7.625% US Global Bond 2025 402,399 569,243
6.750% US Global Bond 2028 230,913 249,809
6.050% United Mexican States SR Unsecured 2040 143,352 -
5.500% OM LTD 2024 100,367 -
8.750% Republic of Peru SR Unsecured 2033 94,704 -
7.350% Republic of Peru SR Unsecured 2025 74,235 74,994
7.500% United Mexican State SR Unsecured 2033 64,880 -
9.250% US Global Bond 2025 59,350 56,841
7.375% Republic of Colombia SR Unsecured 2037 57,392 -
4.625% Aruba SR Unsecured USD Bond 2023 53,518 71,845
3.875% Republic of Panama SR Unsecured 2028 52,500 52,022
5.875% Trinidad & Tobago SR Unsecured 2027 50,669 -
3.250% Republic of Colombia SR Unsecured 2032 43,331 -

Balance carried forward to page 20 1,427,610 1,074,754
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6. Investments (continued)

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

Balance brought forward from page 19

7.125% Republic of Panama SR Unsecured 2026
3.240% Republic of Chile SR Unsecured 2028

5.750% Commonwealth of Bahamas SR USD Unsecured

Bond 2024
3.362% Panama Bonos DEL SR Unsecured 2031
4.500% USD Certificate of Deposit 2024
3.100% Republic of Chile SR Unsecured 2041
2.450% Republic of Chile SR Unsecured 2031
2.200% Bank of Jamaica USD Index 2022
7.750% JNFM FR 2026

5.675% Bank of Jamaica USD Certificate of Deposit 2009

8.500% US Global Bond 2036
3.750% Bank of Jamaica USD Index 2023
11.625% US Global Bond 2022

Accrued interest

Corporate Bonds:
9.380% NTL Road Operation & Construction USD
Secured Regs 2024
5.300% Sagicor Financial Company Regs 2028
3.900% FCIB Term Deposit 2022
3.900% JMMB Term Deposit 2022

5.250% Global Bank Corporation SR Unsecured Bond 2029 56,637

4.500% Braskem Netherlands Company Regs 2028
6.000% NCBFG Bond 2024

5.250% Global Bank Corp SR Unsecured 144A Bond 2029

5.250% JN Bank Term Loan 2022
8.500% Gulfstream USD Indexed bond 2024
8.500% Gulfstream USD Indexed bond 2024

Balance carried forward to page 21

2021 2020
1,427,610 1,074,754
37,581 37,093
30,132 30,178
29,124 27,187
22,968 -
22,173 21,040
17,796 -
16,744 -
10,535 9,998
9,991 -
9,264 9,706
8,209 7,415
7,607 7,219
633 646
1,650,367 1,225,236
54,979 16,095
1,705,346 1,241,331
549,310 477,282
90,751 -
70,000 -
65,406 -
23,412
55,284 49,338
50,000 -
40,455 -
40,000 -
35,000 -
28,835 27,078
1,081,678 577,110
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6.

Investments (continued)

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

021 2020
Corporate Bonds:
Balance brought forward from page 20 1,081,678 577,110
6.000% Victoria Mutual WM Loan 2022 25,000 -
5.250% Trinidad Generation Unlimited SR Unsecured
144A Bond 2027 23,490 22,619
5.250% JMMB Group LTD 2022 20,730 19,985
5.500% JMMB Term Deposit 2022 20,000 -
6.000% NCBFG Bond 2023 20,000 -
6.250% JMMB Group LTD 2022 20,000 -
5.250% Trinidad Generation Unlimited SR Unsecured
Bond 2027 19,575 18,849
6.250% Sagicor 2022 15,000 -
6.250% GK LTD 2028 4,972 -
5.600% JMMB Tranche 2022 3,124 2,877
5.750% JNFM 2022 5,000 5,000
5.500% GK LTD 2021 - 15,113
6.000% NCB Financial Group Limited USD Bond 2021 - 229,231
4.500% Global Bank Corporation Bond 2021 - 52,559
5.250% JMMB 2022 - 19,670
1,258,569 978,012
Accrued interest 1,036 25,417
1,259,605 1,003,429
Total 2,964,951 2,244,760
(c) Financial assets at amortised cost
021 2020
Resale agreements 633,079 476,402
Accrued interest 8,182 2,905
641,261 479,307

The fair value of underlying securities used to collateralize
$678,115 (2020: $502,295).

Due from Fund Manager

resale agreements is

This represents a balance due from the Scotia Investments (Jamaica) Limited (Fund
Manager), net of commission, on account of amounts collected from unit holders for the sale

of units or amounts reimbursable for expenditure on behalf of the Fund.
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8.

Redeemable units

The Fund’s capital is represented by the redeemable units outstanding.

The objective of the Fund is to maximize total Jamaica Dollar return to unit holders by
primarily investing in a diversified mix of United States Dollar denominated fixed income
instruments. The fund invests in a wide range of securities, including US dollar denominated
Government of Jamaica (GOJ) local and externally issued bonds, Bank of Jamaica (BOJ)
securities, corporate bonds and Non-Jamaican sovereign bonds.

2021 2020
Profit for the year 293,258 77,090
Proceeds from new units available for investment 727,870 168,512
Proceeds from reinvestments 52,003 48,179
Total inflows 1,073,131 293,781
Units distributions during the year ( 63,188) ( 62,825)
Units encashed and repaid during the year (_141,649) (_239,376)
Net (withdrawals)/proceeds for the year 868,294 ( 8,420)
Balance at beginning of the year 2,841,317 2,849,737
Balance at end of the year 3,709,611 2,841,317
Number of units

Class A 2021 2020
Redeemable units:

Opening balance 23,000,850 23,242,464

Issued during the year 6,006,700 1,810,109

Redeemed during the year (_1,096,861) (_2,051,723)

Balance as at October 31 27,910,689 23,000,850
Class | 2021 2020
Redeemable units:

Opening balance 10,505 10,235

Issued during the year _ 250 _ 270

Balance as at October 31 10,755 10,505

Class A Units are available to all investors. Class | Units are available only to eligible
institutional investors and other qualified investors. No management fees are charged by the
Fund Manager to the Funds on Class | Units of the Funds. Instead, Class | Unit Holders
negotiate a separate fee that is paid directly to the Fund Manager.

After the initial offering period, redeemable shares are available for subscription and
redemption on each day that is a business day in Jamaica at a price equal to the net asset
value per share.

In the event of a winding-up of the Fund, holders of redeemable shares are entitled to receive
a pro-rata share up to their par value if there are sufficient assets available. In the event of
any surplus assets, they are entitled to a further pro-rata share of the assets.

Financial risk management

The Fund’s activities expose it to a variety of financial risks involving the analysis, evaluation,
acceptance and management of some degree of risk or combination of risks. Taking risk is
core to the financial business, and the operational risks are an inevitable consequence of
being in business.
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9. Financial risk management (continued)

The Fund Manager’s aim is, therefore, to achieve an appropriate balance between risks and
return and minimise potential adverse effects on the Fund’s financial performance. The Fund
Manager’s risk management policies are designed to identify and ana lyse these risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means
of reliable and up-to-date information systems. The Fund Manager regularly reviews its risk
management policies and systems to reflect changes in markets, products and emerging best
practice.

The senior investment management team carries out risk management under policies
approved by Scotia Group Investment Committee. The Investment Committee identifies and
evaluates financial risks, as well as written policies covering specific areas, such as foreign
exchange risk, interest rate risk, and credit risk in accordance with the Trust Deed, which
provides written policies for overall risk management.

Financial instrument risks:

Exposure to credit, market, and liquidity risks arises in the course of the Fund’s business.
Derivative instruments are not presently used to manage, mitigate or eliminate financial
instrument risks.

(@) Credit risk

The Fund takes on exposure to credit risk, which is the risk that a counterparty will
cause a financial loss for the Fund by failing to discharge its obligation. Credit risk is the
most important risk for the Fund’s business; management therefore carefully manages
its exposure to credit risk. Credit exposures arise principally on investment activities
that bring debt securities and other bills into the Fund’s asset portfolio. Credit risk
management and control are managed by the Investment Committee which has the
responsibility of ensuring risks are managed within the limits established by the Trust
Deed. In addition, Internal Audit is responsible for the independent review of risk
management and the control environment. The Fund Manager monitors credit risk by
establishing a credit committee which reviews and assesses the Fund’s credit portfolios
with a view to reducing and controlling this risk.

Concentration of credit risk is mainly with respect to investments in Government of
Jamaica securities. The maximum exposure to credit risk is represented by the carrying
amount of each financial asset on the statement of financial position.

(i) Credit risk measurement

The probabilities of default of counterparties are assessed by using internal rating
tools developed by Scotia Group, tailored to the various categories of counterparty.
They are validated, where appropriate, by comparison with externally available
data. Scotia Group rating scale shown below reflects the range of default
probabilities defined for each rating class.

Scotia Group rating External rating: Standard & Poor’s equivalent
Excellent AAA to AA+

Very Good AA to A+

Good A to A-

Acceptable BBB+ to BB+

Higher Risk BB to B-

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

- Cash;
- Resale agreements; and
- Investment in Government of Jamaica securities and corporate bonds
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9. Financial risk management (continued)

(a)

(b)

Credit risk (continued)

(i) Credit risk measurement (continued)

Investment securities and resale agreements

The Fund limits its exposure to credit risk by investing only with counterparties that
have high credit ratings and in Government of Jamaica securities. Therefore,
management does not expect any counterparty to fail to meet its obligations.

The Fund has documented investment policies in place, which guide the Fund in
managing credit risk on investment securities and resale agreements. The Fund’s
exposure and the credit ratings of its counterparties are continually monitored, and
the aggregate value of transactions concluded is spread amongst approved
counterparties based on their credit ratings and limits set.

At October 31, 2021, the Fund invested in Government of Jamaica securities with a
credit grade of B+ based on Standard and Poor’s ratings, and local corporate
bonds with a credit grade of CARIBBB and higher based on CARICRIS ratings.

Cash

Cash is held with reputable financial institutions and collateral is not required for
such accounts as the Fund Manager regards the institutions as strong.

Impairment

Impairment on cash, receivables and resale agreements has been measured on a
12-month expected loss basis. The Fund considers that these exposures have low
credit risk based on the external credit ratings of the counterparties.

The Fund Manager monitors changes in credit risk on these exposures by tracking
published external credit ratings of the counterparties. To determine whether
published ratings remain up to date and to assess whether there has been a
significant increase in credit risk at the reporting date that has not been reflected in
the published ratings, the Fund Manager reviews changes in bond yields, where
available.

Market risk

The Fund takes on exposure to market risk, which is the risk that the fair value or future
cash flows of a financial instrument will fluctuate because of changes in market prices.
Market risk arises from open positions in interest rate, currency and equity products, all
of which are exposed to general and specific market movements and changes in the
level of volatility of market rates or prices such as interest rates, credit spreads, foreign
exchange rates and equity prices. The Fund’s exposure to market risk are related to
portfolios.

The market risk arising from trading and non-trading activities are determined by the
Fund Manager and monitored by the Scotia Group’s treasury teams separately. Regular
reports are submitted to the Investment Committee for review. Trading portfolios include
those positions arising from market-making transactions where the Fund acts as
principal with clients or with the market.
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9.

Financial risk management (continued)

(b)

Market risk (continued)

Beginning in January 2020, global financial markets have experienced and may
continue to experience significant volatility resulting from the spread of a novel
coronavirus known as COVID-19. The outbreak of COVID-19 has resulted in travel and
border restrictions, quarantines, supply chain disruptions, lower consumer demand and
general market uncertainty. The effects of COVID-19 have and may continue to
adversely affect the global economy, the economies of certain nations and individual
issuers, all of which may negatively impact the Fund’s performance. The Fund’'s
investments in Government of Jamaica and other securities was minimally impacted by
the pandemic as a majority of them are fixed rate instruments.

(i) Interest rate risk:

Interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Fair value interest rate risk is
the risk that the value 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. Interest margins may increase as a result of such changes but may reduce
losses in the event that unexpected movements arise. The Investment Committee
sets limits on the level of mismatch of interest rate re-pricing that may be
undertaken, which is monitored daily by the Fund Manager.

The following tables summarise carrying amounts of assets, liabilities and the
capital account in order to arrive at the Fund'’s interest rate gap based on the earlier
of contractual repricing and maturity dates.

2021
Immediately Within 3 3to12 1to5 Over Non-rate
rate sensitive months months years 5 years sensitive Total
Cash 111,700 - - - - - 111,700

Financial assets at fair
value through profit
or loss - 654 294,561 1,516,952 1,152,784 - 2,964,951
Financial assets at

amortised cost - 388,042 253,219 - - - 641,261
Total assets 111,700 388,696 547,780 1,516,952 1,152,784 - 3,717,912
Other payable - - - - - 8,301 8,301
Capital account - - - - - 3.709.611 3,709,611
Total liability and
capital account - - - - - 3,717,912 3,717,912
Total interest rate

sensitivity gap 111,700 388,696 547,780 1,516,952 1,152,784 (3.717.912) -
Cumulative gap 111,700 500,396 1048176  2,565128 3,717,912 - -

2020

Immediately Within 3 3to12 1tob Over Non-rate

rate sensitive months months years 5 years sensitive Total
Cash 121,426 - - - - - 121,426
Financial assets at fair

value through profit
or loss - - 299,584 1,441,310 503,866 - 2,244,760

Financial assets at

amortised cost - 391,329 87,978 - - - 479,307
Due from Fund

Manager - - - - - 3,286 3,286
Total assets 121,426 391,329 387,562 1,441,310 503,866 3,286 2,848,779
Accounts payable - - - - - 7,462 7,462
Capital account - - - - - 2,841,317 2,841,317
Total liability and - - - - - 2,848,779 2,848,779

capital account

Total interest rate
sensitivity gap 121,426 319,329 387,562 1.441,310 _ 503,866 (2.845.493) -

Cumulative gap 121,426 512,755 900,317 2,341,627 2,845,493 - -




26

SCOTIA PREMIUM US DOLLAR INDEXED FUND

Notes to the Financial Statements (Continued)
Year ended October 31, 2021

(expressed in thousands of Jamaica dollars unless otherwise stated)

9.

Financial risk management (continued)

(b)

Market risk (continued)

(i)

Interest rate risk (continued):

The average interest rates of financial instruments are as follows:

2021
Immediately Within3 3to12 1to5 Over
rate sensitive months months years 5 years Average
% % % % % %
Cash 3.05 - - - - 3.05
Financial assets at fair
value through profit
or loss - 5.81 3.51 6.54 5.35 5.30
Financial assets at fair
amortised cost - 3.74 412 - - 3.93
2020
Immediately Within3 3to12 1to5 Over
rate sensitive months months years 5years Average
% % % % % %
Cash 1.92 - - - - 1.92
Financial assets at fair
value through profit
or loss - - 5.00 6.51 5.46 5.66
Financial assets at fair
amortised cost - 3.31 4.00 - - 3.65

Cash flow sensitivity analysis for variable rate instruments:

The Fund does not have any variable rate financial instruments. Therefore, a
change in interest rates at the reporting date would not affect the capital account
and profit for the year.

Fair value sensitivity analysis:

A change of +100 and -100 (2020: +100 and -100) basis points in interest rates
for United States Dollar financial instruments at the reporting date would have
increased/(decreased) the capital account and profit by the amounts shown
below.

The analysis assumes that all other variables, in particular, foreign currency rates,
remain constant. The analysis is performed on the same basis for 2020.

Change in basis points

2021 2020
Effect on Effect on
capital capital
and profit and profit
USD interest rates +100bps/100bps (110,820) ( 78,172)
-100bps/100bps 120,313 82,527
JMD interest rates +100bps/100bps ( 3,645) ( 1,401)
-100bps/100bps 3,783 1,469
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9. Financial risk management (continued)

(b) Market risk (continued)
(i) Foreign currency risk:

Foreign currency risk is the risk that the value of a financial instrument will fluctuate
due to changes in foreign exchange rates.

The Fund incurs foreign currency risk on transactions that are denominated in a
currency other than the Jamaica Dollar. The main currency giving rise to this risk is
the United States Dollar (US$). The Fund ensures that the net exposure is kept
within limits established by the Fund Manager.

At the reporting date, the Jamaica Dollar equivalent of the Fund’s financial
instruments and equity were as follows:

2021
JM$ US$ Total
Financial assets
Cash 133,443 ( 21,743) 111,700
Investments 632,510 2,973,702 3,606,212
Total financial assets 765,953 2,951,959 3,717,912
Financial liability
Other payables (__8.301) - ( 8,301)
Capital account 757,652 2,951,959 3,709,611
2020
JM$ uUs$ Total
Financial assets
Cash 68,495 52,931 121,426
Investments 85,900 2,638,167 2,724,067
Due from Fund Manager 3,286 - 3,286
Total financial assets 157,681 2,691,098 2,848,779
Financial liability
Other payables (__7,462) - ( 7,462)
Capital account 150,219 2,691,098 2,841,317
Sensitivity Analysis
The following significant exchange rates were applied during the year:
Average rate for the period Reporting date spot rate
2021 2020 2021 2020

US$1 149.1319 140.8711 153.7306 146.7600
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9. Financial risk management (continued)

(b)

(c)

(d)

Market risk (continued)
(i)  Foreign currency risk (continued):
Sensitivity analysis (continued)

Changes in the J$ against the US$ at October 31, would have
increased/(decreased) profit and loss by the amounts shown below:

Effect on profit or loss

2021 2020
USS$ increase by 8% (2020: 6%) 236,157 161,466
US$ decrease by 2% (2020:2%) (_59,039) (_53,822)

Liquidity risk

Liquidity risk is the risk that the Fund is unable to meet its payment obligations
associated with its financial liabilities when they fall due and to replace funds when they
are withdrawn. The consequence may be the failure to meet obligations to repay unit
holders and fulfill other commitments.

A senior management investment team regularly reviews sources of liquidity and
performs the following:

e Day-to-day funding, managed by monitoring future cash flows to ensure that
requirements can be met. This includes replenishment of funds as they mature or
encashment made by unit holders.

e Maintaining an active, highly marketable portfolio of assets/money markets and or
equity (shares), which can be easily liquidated as protection against unforeseen
disruption to cash flow;

e Managing the concentration and profile of debt maturities against internal and
regulatory requirements; and

. Monitoring the liquidity ratios against internal and regulatory requirements.

The Fund’s financial liabilities consist of other payables with contractual maturities of
within three months from the reporting date.

Capital risk management

The redeemable shares issued by the Fund provide an investor with the right to require
redeemable shares for cash at a value proportionate to the investor’'s share in the
Fund’s net assets at each redemption date and are classified as equity. See note 8 for
description of the redeemable shares issued by the Fund.

The Fund objectives when managing the redeemable shares are to maintain a strong
base to maximize returns to all investors and manage liquidity risk arising from
redemptions.

The Fund is not subject to any externally—imposed capital requirements.

There were no changes to the Fund’s risk management policies during the year.
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10.

Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction at the measurement date. Market price is used to determine fair value
where an active market exists, as it is the best evidence of the fair value of a financial
instrument.

For financial instruments for which no market price is available, the fair value presented have
been estimated using present value or other estimation and valuation techniques based on
market conditions existing at the reporting date.

The Fund measures fair value using the following fair value hierarchy, which reflect the
significance of the inputs used in making the measurements.

. Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical
instruments.
. Level 2: Inputs other than quoted prices included within Level 1 that are observable

either directly (i.e. as prices) or indirectly (i.e., derived from prices). This category
includes instruments valued using: quoted market prices in active markets that are
considered less than active; or other valuation techniques in which all significant inputs
are directly or indirectly observable from market data.

° Level 3: Inputs that are unobservable. This category includes all instruments for which
the valuation technique includes inputs not based on observable data and the
observable inputs have a significant effect on the instrument valuation. This category
includes instruments that are valued based on prices for similar instruments for which
significant observation adjustments or assumptions are done to reflect differences
between the instruments.

The values derived from applying these techniques are significantly affected by the underlying
assumptions used concerning both the amounts and timing of future cash flows and the
discount rates. The following methods and assumptions have been used:

(i) financial investments classified as “at fair value through profit or loss” are measured at
fair value by reference to quoted market prices when available. If quoted market prices
are not available, then fair values are estimated on the basis of pricing models or other
recognised valuation techniques;

(i)  the fair value of liquid assets and other assets maturing within one year is assumed to
approximate their carrying amount. This assumption is applied to liquid assets and the
short-term elements of all other financial assets and liabilities; and

(i) the fair value of variable rate financial instruments is assumed to approximate their
carrying amounts.
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10.

Fair value of financial instruments (continued)

Accounting classifications and fair values:

30

The following table shows the carrying amounts and fair values of financial assets and
liabilities, including their levels in the fair value hierarchy. This table excludes financial
instruments not carried at fair value but for which carrying value approximates fair value.

Financial assets measured at fair
value:
Financial assets at fair value
through profit or loss

Financial assets not measured at fair
value:
Cash
Financial assets at amortised cost

Financial liabilities not measured at fair
value:
Other payables

Financial assets measured at fair
value:
Financial assets at fair value
through profit or loss

Financial assets not measured at fair
value:
Cash
Financial assets at amortised cost
Due from Fund Manager

Financial liabilities not measured at fair
value:
Other payables

2021
Carrying amount Fair value
At fair
value
At through
amortised profit
cost or loss Total Level 2 Total
- 2964951 2,964,951 2,964,951 2,964,951
111,700 - 111,700 111,700 111,700
641,261 - 641,261 641,261 641,261
752,961 - 152,961 152,961 152,961
8,301 - 8,301 8,301 8,301
2020
Carrying amount Fair value
At fair
value
At through
amortised profit
cost or loss Total Level 2 Total
__ - 2,244,760 2,244,760 2,244,760 2,244,760
121,426 - 121,426 121,426 121,426
479,307 - 479,307 479,307 479,307
3,286 - 3,286 3,286 3,286
604,019 - 604,019 604,019 604,019
7,462 - 7,462 7,462 7,462

There were no transfers between level 1 and 2 in the year.
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11.  Unit priceslyield
(@) The number of units at October 31, 2021 was 27,921,444 (2020: 23,011,355:).
(b)  The yield of the fund for the year ended October 31, 2021 was 3.02% (2020: 3.42%).
(c)  The price per unit as at October 31, 2021 was:

Class A
Buying/selling $132.98 (2020: $123.45)

Class |
Buying/selling $126.66 (2020:$ 117.21)

The price per unit is arrived at by dividing the value of the net deposited property, less
sales and fiscal charges, by the number of units in issue.

12. Statement of transactions

2021 2020
Proceeds of sale 727,870 168,512
Less: amount paid over to trustee (727,870) (168,512)

NIL NIL
Encashment of units by clients (141,649) (239,376)
Payment by trustee 141,649 239,376

NIL NIL

13. Related party balances and transactions

(a) Parties are considered to be related if one party has the ability to control or exercise
significant influence over, or be controlled and significantly influenced by, the other
party or both parties are subject to common control or significant influence. A number of
transactions are entered into with related parties, in the normal course of business.
These include investment transactions.

Related party transactions with the Fund Manager include management fees and
interest income.

(b) Identity of related parties:

The Fund has related party relationships with its Fund Manager, parent and subsidiaries
of the Fund Manager and companies under common control with the Fund Manager.

(c) The statement of financial position includes related party balances, arising in the
ordinary course of business as follows:

2021 2020
Due from Fund Manager 29,594 3,286
Fund Manager and companies under common control with
the Fund Manager:
Cash — The Bank of Nova Scotia Jamaica Limited 111,700 121,426

Other payables:
Scotia Investments Jamaica Limited (__4,611) (__3,547)
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13.

Related party balances and transactions (continued)

(d)

(e)

The statement of profit or loss and other comprehensive income includes the following

expenses incurred in transactions with related parties in the ordinary course of
business:

2021 2020
Scotia Investments Jamaica Limited 47,655 37,888

The following related parties are unit holders as at October 31 with balances as shown:

2021 2020

Key management personnel of Fund Manager 3,229 1,475
Scotia Investments Jamaica Limited 1,362 47,738
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