SCOTIA PREMIUM FIXED INCOME FUND

FINANCIAL STATEMENTS

OCTOBER 31, 2022




KPMG

Chartered Accountants
P.O. Box 436

6 Duke Street

Kingston

Jamaica, W.I.

+1 (876) 922 6640
firmmail@kpmg.com.jm

INDEPENDENT AUDITORS" REPORT

To the Unit Holders of
SCOTIA PREMIUM FIXED INCOME FUND

Opinion

We have audited the financial statements of Scotia Premium Fixed Income Fund
(“the Fund"), set out on pages 4 to 33, which comprise the statement of
financial position as at October 31, 2022, 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, 2022, and of its financial
performance and cash flows for the year then ended in accordance with IFRS
Standards as issued by the International Accounting Standards Board (IFRS
Standards).

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 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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Rajan Trehan W. Gihan C. de Mel

Norman O. Rainford ~ Wilbert A. Spence

KPMG, a Jamaican partnership and a member firm of the KPMG
global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited
by guarantee.



Page 2
INDEPENDENT AUDITORS" REPORT (CONTINUED)

To the Unit Holders of
SCOTIA PREMIUM FIXED INCOME 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 Standards, and for such internal
control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing
the Fund's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do 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 FIXED INCOME 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 Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,

including any significant deficiencies in internal control that we identify during our
audit.

KNG

Chartered Accountants
Kingston, Jamaica

March 13, 2023



SCOTIA PREMIUM FIXED INCOME FUND

Statement of Profit or Loss and Other Comprehensive Income
Year ended October 31, 2022

(expressed in thousands of Jamaica dollars unless otherwise stated)

Revenue

Interest income calculated using the effective

interest method:

Financial assets at fair value through

profit or loss (FVTPL)

Financial assets at amortised cost

Unrealised revaluation losses on financial assets

at FVTPL

Realised revaluation (losses)/gains on financial assets

at FVTPL
Foreign exchange gains
Total revenue
Expenses

Management fees
Other

Total expenses

(Loss)/profit for the year, being (decrease)/increase in
net assets attributable to holders of redeemable units

N
N
N
N
N
—

874,148 774,669
429,355 241,676
(1,634,105) ( 241,339)
( 2,780) 98,156
142,378 307,074
(_191,004) 1,180,236
375,004 388,440
32,006 30,356
407,010 418,796
(_598.,014) 761,440

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



SCOTIA PREMIUM FIXED INCOME FUND

Statement of Financial Position
October 31, 2022
(expressed in thousands of Jamaica dollars unless otherwise stated)

Notes 2022 2021

ASSETS

Cash and cash equivalents 5 2,433,897 1,197,988

Accounts receivable 6 8,042 5,047

Financial assets at fair value through profit or loss 7 15,431,989 20,115,446

Financial assets at amortised cost 8 2,723,027 2,165,574

Due from Fund Manager 9 - 18,323
Total assets 20,596,955 23,502,378
LIABILITY

Other payables, being total liability 40,801 36,595
Net assets attributable to holders of redeemable units 10 20,556,154 23,465,783

The financial statements on pages 4 to 33 were approved for issue by the Board of Scotia
Investments Jamaica Limited on March 10, 2023 and signed on its behalf by:

Director

( Director
Audrey Richards

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



SCOTIA PREMIUM FIXED INCOME FUND

Statement of Changes in Net Assets Attributable to Holders of Redeemable Units

Year ended October 31, 2022
(expressed in thousands of Jamaica dollars unless otherwise stated)

Note 2022 2021
Balance at the beginning of the year 23,465,783 22,218,481
(Loss)/profit for the year, being (decrease)/increase in
net assets attributable to holders of redeemable units (__598,014) 761,440
22,867,769 22,979,921
Contributions and redemptions by holders of
redeemable units:
Issue of units during the year 10 1,606,943 3,201,317
Redemption of units during the year 10 (_3,918,558) (02,715,455)
Contributions and redemptions by holders of
redeemable units, net (_2,311,615) 485,862
Balance at the end of the year 20,556,154 23,465,783

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




SCOTIA PREMIUM FIXED INCOME FUND

Statement of Cash Flows
Year ended October 31, 2022
(expressed in thousands of Jamaica dollars unless otherwise stated)

Notes 2022 2021
Cash flows from operating activities
(Decrease)/increase in net assets attributable to holders
of redeemable units ( 598,014) 761,440
Adjustments for:
Unrealised revaluation gains on financial assets
at fair value through profit or loss (FVTPL) 1,634,105 241,339
Interest income (1,303,503) (1,016,345)
( 267,412) ( 13,566)
Changes in operating assets and liabilities
Financial assets at fair value through profit or loss 3,028,970 ( 859,214)
Financial assets at amortised cost ( 509,466) 455,408
Accounts receivable ( 2,995) ( 5,047)
Due from Fund Manager 18,323 7,466
Other payables 4,206 ( 10,670)
Proceeds from new units issued 10,14 1,606,943 3,201,317
Payments for units encashed 10,14 (3,918,558) (2,715,455)
( 39,989) 60,239
Interest received 1,275,898 1,016,698
Net cash provided by operating activities,
being net increase in cash 1,235,909 1,076,937
Cash at beginning of the year 1,197,988 121,051
Cash at end of the year 2,433,897 1,197,988

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




SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements
October 31, 2022
(expressed in thousands of Jamaica dollars unless otherwise stated)

1. The Scotia Premium Fixed Income Fund

The Scotia Premium Fixed Income Fund, (“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.

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

The Fund is an open-ended unit trust scheme established under the relevant laws of
Jamaica and is comprised of diversified portfolios of investments.

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. None of these resulted in a change in accounting policies for the
Fund.

New and amended standards and interpretations that are not yet effective:

At the date of authorisation of these financial statements, certain new and
amended standards and interpretations have been issued which were not
effective for the current year and which the Fund has not early-adopted. The
Fund has assessed them with respect to its operations and has determined that
the following are relevant:

(i) Annual Improvements to IFRS Standards 2018-2020 cycle contain
amendments to IFRS 1 First-time Adoption of International Financial
Reporting Standards, IFRS 9 Financial Instruments, and are effective for
annual periods beginning on or after January 1, 2022.

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 amendments to have a material impact on its
2023 financial statements.



SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)
October 31, 2022
(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)

New and amended standards and interpretations that are not yet effective
(continued):

(i) 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.

Under existing IAS 1 requirements, entities classify a liability as current
when they do not have an unconditional right to defer settlement of the
liability for at least twelve months after the reporting date. As part of its
amendments, the standard now requires that a right to defer settlement
must have substance and exist at the reporting date. A reporting entity
classifies a liability as non-current if it has a right to defer settlement for at
least twelve months after the reporting date. It has now been clarified that
a right to defer exists only if the entity complies with conditions specified in
the loan agreement at the reporting date, even if the lender does not test
compliance until a later date.

The Fund does not expect the amendments to have a material impact on
its 2024 financial statements.

(i) Amendments to IAS 1 Presentation of Financial Statements are effective
for annual periods beginning on or after January 1, 2023 and may be
applied earlier. The amendments help companies provide useful
accounting policy disclosures.

The key amendments to IAS 1 include:

o requiring entities to disclose their material accounting policies, rather
than their significant accounting policies;

o clarifying that accounting policies related to immaterial transactions,
other events or conditions are themselves immaterial and as such
need not be disclosed; and

o clarifying that not all accounting policies that relate to material
transactions, other events or conditions are themselves material to a
company’s financial statements.

The amendments are consistent with the refined definition of material:

“Accounting policy information is material if, when considered together
with other information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements”.

The Fund is assessing the impact that the amendment will have on its
2024 financial statements.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)
October 31, 2022
(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)

New and amended standards and interpretations that are not yet effective
(continued):

(iv) Amendments to |IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors are effective for periods beginning on or after
January 1, 2023, with early adoption permitted. The amendments
introduce a new definition for accounting estimates: clarifying that they are
monetary amounts in the financial statements that are subject to
measurement uncertainty.

The amendments also clarify the relationship between accounting policies
and accounting estimates by specifying that a company develops an
accounting estimate to achieve the objective set out by an accounting

policy.
Developing an accounting estimate includes both:

o selecting a measurement technique (estimation or valuation technique)
— e.g. an estimation technique used to measure a loss allowance for
expected credit losses when applying IFRS 9 Financial Instruments;
and

o choosing the inputs to be used when applying the chosen
measurement technique — e.g. the expected cash outflows for
determining a provision for warranty obligations when applying IAS
37 Provisions, Contingent Liabilities and Contingent Assets.

The effects of changes in such inputs or measurement techniques are
changes in accounting estimates.

The Fund is assessing the impact that the amendment will have on its
2024 financial statements.

(ii) Basis of measurement

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

(iii) Use of estimates and judgements

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.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)
October 31, 2022

(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)
(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.

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



12

SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)
October 31, 2022

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(c)

(d)

(e)

Interest

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
calculated 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 mandatory 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.

Financial assets and financial liabilities
(i) 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.

(i)  Classification and measurement

Assessment whether contractual cash flows 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:

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

— its contractual terms give rise on specified dates to cash flows that are
SPPI.

All other financial assets of the Fund are measured at FVTPL.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)

October 31, 2022

(expressed in thousands of Jamaica dollars unless otherwise stated)

2. Summary of significant accounting policies (continued)

(f) Financial assets and financial liabilities

(iii)

Classification and measurement (continued)
Business model assessment

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

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

- how the performance of the portfolio is evaluated and reported to the
Fund’s management;

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

— how the 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 agreement. 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.g. liquidity risk and administrative costs), as well as
a profit margin.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)

October 31, 2022

(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)
Assessment whether contractual cash flows are SPPI (continued)

In assessing whether the contractual cash flows are SPPI, the Fund considers
the contractual terms of the instrument. This includes assessing whether the
financial asset contains contractual terms 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).

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 prospectively.

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

e Financial assets at fair value through profit or loss:

Designated as at fair value through profit or loss — bonds and other notes.
e Loans and receivables:
Financial assets at amortised cost — cash and cash equivalents,

receivables, due from Fund Manager, resale agreements and corporate
bonds.

e Financial liabilities measured at cost:

Other liabilities - other payables.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)

October 31, 2022

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(iif)

(iv)

(v)

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 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.

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.
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SCOTIA PREMIUM FIXED INCOME FUND

Notes to the Financial Statements (Continued)

October 31, 2022

(expressed in thousands of Jamaica dollars unless otherwise stated)

2.

Summary of significant accounting policies (continued)

(e)

Financial assets and financial liabilities (continued)

(v)

(vi)

Fair value measurement (continued)

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.

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.

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 