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Annual Reports and Financial Stafements
For the year ended 30 June 2016

STATEMENT OF FUND MANAGER’'S RESPONSIBILITIES IN RELATION TO THE FINANCIAL STATEMENTS
In accordance with the provision of the Companies and Allied Matters Act CAP C20 LFN 2004, the Fund Manager
is responsible for the preparation of the annual financial statements which give a true and fair view of the state of
affairs of the Fund and of the profit or loss for the financial year.

The responsibilities include ensuring that:

(a)  Appropriate internal controls are established both to safeguard the assets of the Fund and to prevent and
detect fraud and other irregularities;

(b)  The Fund keeps accounting records which disclose with reasonable accuracy the financial position of the
Fund and which ensure that the financial statements comply with the requirements of the International
Financial Reporting Standards, Companies and Allied Matters Act CAP C20 LFN 2004 and the Investment
and Securities Act CAP 5124 LFN 2007.

(¢} The Fund has used suitable accounting policies, consistently applied and supported by reasonable and
prudent judgments and estimates, and that all applicable accounting standards have been followed; and

(d) It is appropriate for the financial statements to be prepared on a going concern basis.
Auditors
The Auditors, Akintola Williams Deloitte, have indicated their wilingness to continue in office as auditors. In

accordance with Section 357(2) of the Companies and Allied Matters Act CAP C20 LFN 2004, a resolution will be
proposed at the Annual General Meeting to autherize the directors to determine their remuneration.
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Catholic Mission Street, Lagos
P. O. Box 53123, lkoyi

Lagos, Nigeria
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STATEMENT OF FUND MANAGER’'S RESPONSIBILITIES IN RELATION TO THE FINANCIAL
STATEMENTS

The Fund Manager accepts responsibility for maintaining adequate accounting records as required by the
Companies and Allied Matters Act of Nigeria and for such internal control as the Fund Manager determines is
necessary to enable the preparation of financial statements that are free from material misstatement whether

due to fraud or error.

The Fund Manager has made an assessment of the Fund's ability fo continue as a going concern and has no
reason to believe the Fund will not remain a going concern in the year ahead.

SIGNED ON BEHALF OF THE FUND MANAGER BY:

Mr. Richard Kramer Mr. Funso Doherty’
FRC/2013/ICAN/00000049209 _ FRC/2014/ICAN/000000/10302
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SIM CAPITAL ALLIANCE VALUE FUND

Annual Reports and Financial Statements
For the year ended 30 June 2016
FUND MANAGER’S REPORT ,
The Fund Manager presents its annual report on the affairs of SIM Capital Alliance Value Fund and auditor's
report thereon for the year ended 30 June 2016.

On the 28" January 2018, the Fund Manager received the shareholders’ approval to change its name from SIM
Capital Alliance Limited to ValuAlliance Asset Management Limited. Following the resclution, the Fund Manager
received a no cbjection from the Securities & Exchange Commission to effect the name change with the
Corporate Affairs Commission.

Legal form and principal activity
The Fund is licensed by the Securities & Exchange Commission and registered as a Collective Investment
Scheme.

The principal activity and objective of the Fund is to achieve long-term capital growth by investing in Nigerian
equities. The Fund will pursue the objective by investing in companies listed on the Exchange, which the
Manager considers under-valued, thus enabling Investors gain exposure to a concentrated portfolio of value
stocks. The Fund will also invest in fixed income securities and unlisted equities. Investment in unlisted equities
complies with the provisions of the Securities and Exchange Commission of Nigeria guidelines for investments
by collective investment scheme in unlisted equities.

Operating Results
The following is a summary of the Fund's operating resulis for the year ended 30 June 2016.

2016 2015

§'000 §'000

Net operating income before taxation 243960 (17,238)
Withholding tax expenses (14,118)  (14,477)
Profit for the year 229,842 (31,715)

The Fund intends to distribute income in the form of dividends at N10 per unit for the year ended 30 June
2018. The proposed total distribution for the year amounts to N320,987,860. '

Unit Capital Holdings
The Fund did not purchase its own units during the year. The issued and paid up units of the Fund is currently
§3,209,678,600 made up of 32,096,786 units of W100 each

Anélysis Shareholding:

. . No of % Number of
Unit range analysis as at 30 June 2016 subscribers Holdings Holdings
0-1,000,000 18 1145 3,673,859
1,000,000 - 5,000,000 7 88.55 28,422 927
5,000,000 - 10,000,000 ‘ - - -

23 100.00 32,096,786
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Annual Reports and Financial Statements
For the year ended 30 June 2016

Investment Management

The investment management of the Fund is undertaken by the SIM Capital Alliance Limited's investment team
led by the Chief Investment Officer. The investment process is overseen by a team of experienced members
with broad experience of operating in Nigeria. The Investment Committee members are as follows:

Name Representing

a}  Mr. Richard Kramer ACA Holdings Limited

b}  Mr. Okechukwu Enelamah ACA Holdings Limited (Resigned 15 November 2015)
¢)  Mr. Femi Akinsanya Independent Member

d) Mr. Ayc Wuraola Leadway Capital & Trusts Limited

e}  Mr. Funso Doherty : SIM Capital Alliance Limited

fy  Mr. Cyril Odu ACA Hoidings Limited (Appointed 28 January 2016)

ECONOMIC REVIEW

The Fund Manager provides a review of the macroeconomic and financial market events that occurred during
the period under review (1st July 2015 — 30th June 2016) to provide a context for the performance of the Value
Fund.

The period under review was quite challenging for most economies. The period was characterized by depressed
prices in some major commodities, increased pressure on currencies in emerging markets and increased global
financial market volatility. Following the United Kingdom’s referendum to exit the European Union in June 2018,
uncertainty around Europe’s long-term economic growth increased, with the proposed exit likely to have
significant implications on the economy of the Euro Zone.

As reported by the United States Energy Information Agency, the price of Brent crude declined by more than
20% during the period under review, closing at $48.05/b in June 20186. Persistent oversupply, coupled with
increasing signs of slowing pace of global economic growth continued to exert pressure on oil prices.

In the domestic market, the Nigerian National Bureau of Statistics (NBS}) estimated GDP growth in 2015 at
2.65%. During the first haif of 2016, Nigeria offictally entered into a recession, with the NBS reporting contraction
in GDP for Q1 & Q2 of 0.36% and 2.06% respectively. The contraction was driven by the combined effects of
the continued contraction of the oil sector and a deceleration in the non-oil sector segments of the econamy.

According to data from the Organization of the Petroleum Exporting Countries (OPEC), the average crude oil
production of Nigeria stood at 1.76mb/d during the period under review, ranging between 1.44mb/d and
1.95mb/d. in the first half of 2016, production was inhibited due to increased spate of attacks on oil facilities in
the Niger Delta region. As reported by the Central Bank of Nigeria (“CBN"), external reserves closed at c.
$26.3bn in June 2016, down by 9.1% from June 2015 on the back of reduced accretion and the CBN's stance
on supporting the exchange rate. On June 20 2018, in an attempt to liberalize the exchange rate, the CBN
implemented a new foreign exchange rate framework, resulting in a ¢.43% devaluation in the Naira, with the
Naira to Dollar rate closing the period at N283 as reported by the CBN.

Year on year headline inflation which closed at 9.2% in June 2015, came under significant pressure during the
period under review, closing the month of June 2016 at 16.5%. The NBS attributed the surge in inflation to the
combined effects of the rising costs of imports and increasing transportation costs, following fuel shortages and
an eventual 70% increase in the PMS price to N145/liter in May 2016.

In Q3 2015, the Treasury Single Account (“TSA") directive issued by the Federal Government of Nigeria was
implemented. This was followed by the reduction of the Cash Reserve Ratio ("CRR") to 20% from 31% and the
Monetary Policy Rate (“MPR”) to11% from 13%. In H1 2016, the CBN returned to a restrictive monetary policy
stance, raising both the CRR and MPR to 22.5% and 12% respectively in a bid to manage system liquidity.

During the period under review, yields on fixed income instruments declined across ali maturities. Yields for
Treasury Bills for 91, 182 and 364 days, closed June 2016 at 9:55%, 10.08% and 13.18% respectively compared
to 13.35%, 13.73% and 14.06% a year ago. FGN Bond yields witnessed a similar trend with 2, 5 and 10 year
tenors closing the period at 13.4%, 13.93% and 14.12% compared 14.75%, 14.89% and 14.64% for June 2015.

b
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The Nigerian Stock Exchange All Share Index which commenced the period under review at 33.456.83 points
closed at 29,507.79 points, recording a year on year decline of 11.53%. A look at the performance of sector
indices showed all indices recorded negative growth. Overall market capitalization recorded a diminution of
10.99% for the period under review, closing at ¢.810.17tmn.

The Fund

The SiM Capital Alliance Value Fund ("Value Fund”) which commenced operations on the 30th of June 2011
with a Net Asset Value ("NAV") per unit of 8100 after deductions of the Initial Public Offer expenses, is a closed
end collective investment scheme registered and regulated by the Securities & Exchange Commission. The
issued and paid up capital of the Fund is #3,209,678,600 and made up of 32,096,786 units of 8100 each.

The Value Fund, commenced its 5th financial year with a NAY per unit of #& 135.1268. During the period under
review a dividend distribution to note holders of #10.00/unit was made for the financial year ended 30th June
2015 during the pericd under review. The NAV per unif of the Value Fund closed at | 126.8511 as at 30t June
2016 (net of all fees and expenses).

Fund Activity

During the period under review, the increased macro uncertainty and diminishing investor confidence led to
depressed asset prices in equities. From Q4 2015, the disparity between interest rates on fixed income
securities and inflation increased, effectively leading to negative real returns. In view of these themes, the Fund
Manager favored listed equity securities over fixed income securities and sought buying opportunities in line
with the value investing philosophy of the Fund. The Fund also disposed some of its holdings in unlisted equities
that included Friesland Campina WAMCO Plc and MTN Nigeria Limited.

As at 30th June 2016, equity investments accounted for 52.76% of total investments, Cash balances and fixed
income securities accounted for the balance of 47.24% of total investments. The chart below summarizes the
mix of the portfolio as at 30th June, 2016:

ASSET ALLOCATION - 30TH JUNE 2014

Unlisted Equities Cash balances
]3% —— 9%

Money Markets
5%

§°  Fixed Income
J- Securities (NGN)
24%

Listed Equities Y
40%

Fixed Income
Securities (USD)
9%

The Fund achieved a year on year total return (net of all fees and expenses) of 1.27% for its 5th financial
year. The total return is determined by comparing the closing net asset value as at 30th June 2016
(N126.8440) plus dividend paid out during the year (K10.00) with the opening net asset value ()135.1268).
This performance results in a 62.67% return since inception of the Fund and a 5 year CAGR of 10.22%. To
date, the Value Fund has made a total distribution of N1.15bn (35.83/unit).

6
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Financial Year End 30-Jun-16

Opening Net Asset Value (N'000) 4,337,135
Closing Net Asset Value (N'000) 4,071,286
Net Income {N'0Q00) 229,842
Dividend (N'000}) 320,968
Net Asset Value/Unit 126.8440
Earnings/Unit 7.16
Dividends/Unit : 10.00

*N10/unit reflected in 30 June 2016 is proposed dividend

Conclusion

30-Jun-15
4,883,958
4,337,135

(31,715)
320,968
135.13

(0.99)
10.00

SIM CAPITAL ALLIANCE VALUE FUND

Annual Reports and Financial Stafements
For the year ended 30 June 2016

30-Jun-14
4,249,314
4,883,958
434,620
320,968
152.16
13.54
10.00

30-Jun-13
3,617,609
4,249,314
845,175
264,478
132.39
26.33
8.24

30-Jun-12
3,209,679
3,617,609
415,633
243,615
112.71
12.95
7.59

During the period under review, Nigeria faced significant cyclical challenges driven by volatility in oil prices, oil
production, foreign exchange volatility and fiscal challenges largely as a result of being a mono-export economy.
The Fund Manager is however of the view that Nigetia still offers a strong secular outlook, driven by long-term
fundamentals that include; improving rule of law, maturing democracy, demographics and urbanization. The
Fund Manager is of the view that this present environment offers attractive opportunities for long-term value

investors, with the Fund well positioned to take advantage of such opportunities in keeping with its disciplined

Value Philosophy.
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THE TRUSTEES' PRESENT THEIR REPORT
For the year ended 30 June 2016

Principal Activity

The principal activity of this Fund is to achieve long-term capital growth by investing in listed Nigerian equities
which the Fund Manager has identified as being undervalued and offering above average growth potential and
any other securities as approved by the Securities & Exchange Commission from time to time. The Fund may
also invest in fixed income securities.

Operating Results .

The results for the year which are set out on the following pages, have been duly audited in accordance with
section 169 (1) of the Investments and Securities Act CAP 124 LFN 2007, Section 354 (1) of the Companies
and Allied Matters Act CAP C20 LFN 2004 and the Trust Deed establishing the Fund.

Directors

The Directors of SIM Capital Alliance Limited who served during the year under review are:
Mr. Richard Kramer (American) - Chairman

Mr. Okechukwu Enelamah - Director {(Resigned with effect from November 15, 20156}

Mr. Cyril Odu - Director (Appointed with effect from January 28, 2016)

Mr. Sam Oniovosa - Alternate

Mr. Funso Doherty - Managing

Responsibilities of the Fund Manager

The Investment and Securities Act, 2007 requires SIIV Capital Alliance Limited to keep proper books of account
and prepare annual financial statements, which give a true and fair view of the state of affairs of the Fund
during the period covered by the financial statements.

SIM Capital Alliance Limited is responsible for keeping proper accounting records which disclose with
reasonable accuracy, at any point in time, the financial position of the Fund, and enable SIM Capital Alliance
Limited to ensure that the financial statements comply with the Companies and Allied Matters Act, CAP C20,
LFN 2004, the Trust Deed, together with the rules and regulations set out by the regulatory bodies established
pursuant to the legislation referred to within this paragraph. SIM Capital Alliance Limited is also responsible for
taking any reasonable steps for the prevention and detection of fraud and other irregularities.

Responsibilities of the Trustees:
The responsibilities of the Trustees as provided by the Securities and Exchange Commission (SEC)’s Rules
and Regulations pursuant to the Investment and Securities Act, are as stated below:

Monitoring of the activities of SIM Capital Alliance Limited on behalf of and in the interest of unit holders,
Safe-keeping documents relating to the investments by the Fund;

Monitoring of the Register of unit holders;

Ascertaining the profitability rationale for the investment decision making of SIM Capital Alliance Limited;
Ascertaining compliance with the provisions of the Trustee Investment Act, CAP T22 LFN 2004, the
investment and Securities Act, 2007, and the Trust Deed by SIM Capital Alliance Limited;

¢ Ascertaining that monthly and other periodic returns/ reports relating to the Fund are sent by SIM Capital
Alliance Limited to the Commission.

Stanbic IBTC Bank Plc was appeinted Custodian to the Fund effective July 2011 consequent to new Rules
issued by SEC and has since had responsibility for custody of the funds and certain documents relating to
investments by the Fund.

Optnion
The Trustees are of the opinion that the Fund was administered and managed in line with the provisions of the
Trust Deed and the Investment and Securities Act, 2007.

BywOrder of the T stees
S 6"\ VAN

8 Trusts Limited
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SIM CAPITAL ALLIANCE VALUE FUND

Report on the Financial Statements

We have audited the accompanying financial statements of SIM Capital Alliance Value Fund which comprise
the statements of financial position as at 30 June 2016, the statements of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows for the year then ended 30
Jurie 2016, a summary of significant accounting policies and other explanatory information.

Fund Manager’'s Responsibility for the Financial Statements

The Fund Managers are responsible for the preparation and fair presentation of these financial statements in
accordance with the International Financial Reporting Standards, the Companies and Allied Matters Act CAP
C20 LFN 2004, the Investment and Securities Act CAP S124 LFN 2007, the Financial Reporting Council of
Nigeria Act, 2011, and for such internal control as the Fund Managers determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal controls relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by Fund Managers, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

fn our opinion, the financial statements give a true and fair view of the financial position of SIM Capital
Alliance Value Fund as at 30 June 2016 and the financial performance and cash flows for the year then
ended in accordance with the International Financial Reporting Standards, the Companies and Allied Matters
Act Cap C20 LFN 2004, the investment and Securities Act CAP 5124 LFN 2007 and the Financial Reporting

Council of Nigeria Act, 2011.
Other reporting responsibilities

In accordance with the Sixth Schedule of Companies and Allied Matters Act CAP C20 LFN 2004 we expressly
state that:

i) We have obtained all the information and explanation which to the best of our knowledge and belief were
necessary for the purpose of our audit.

i} The Fund has kept proper books of account, so far as appears from our examination of those hooks.

iy The Fund's statements of financial position and its statements of profit or loss and other comprehensive
income are in agreement with the books of account and returns

CYodrod

Joshua Ojo - FRC/2013/ICAN/00000000849
For; Akintola Williams Deloitte

Chartered Accountants

Lagos, Nigeria

29 September 2016

List of partners and partner eguivalents avallable on the website

Assodlate of Deloitte Africa, a Member of Delaitte Touche Tohmatsu Limited
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SIM CAPITAL ALLIANCE VALUE FUND

Annual Reporis and Financial Statements

For the year ended 30 June 2016
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCONE

2016 2015
Note N’000 N'000
Interest income 3 252,277 274,408
Dividend income _ 4 127,188 139,245
Net loss from financial instruments at fair value through profit or loss 5 (237,322}  (492,987)
Other income 8 166,652 132,273
Total revenue 308,795 52,939
Fund Manager's fees {38,290) (44,436)
Trustees fees (2,680) (3,111)
Custodian fees (7,976) {9.413) ‘
Registrars fees (483) (451) !
Audit fees {4,500) (4,500)
Other operating expenses 7 {10,908) (8,266)
Total operating expense (64,835) (70,177)
Net operating income before Fund Manager's incentive fees 243,960 (17,238)
Fund Manager's incentive fees 22 - -
Net operating income 243,960 (17,238)
Withholding tax expense 8 (14,118)" (14,477 |
Profit for the year 229,842 (31,715)
Other comprehensive income
ftems that may be reclassified subsequently to profit or loss:
Net (loss)/gains from financial assets classified as available-for-sale 18 (128,871)  (112,822)
Reclassification adjustment relating to available for sale financial
assets disposed during the year 18 (45,853) (81,319)
Other Comprehensive income net of tax (174,724)  (194,141)
Total comprehensive income for the year 55,118 (225,856)

10
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2016

SIM CAPITAL ALLIANCE VALUE FUND

Annual Reports and Financial Statements
For the year ended 30 June 2016

2016 2015
Note N’000 N'000
ASSETS
Cash and bank balances e 393,246 32,163
Due from other financial institutions 10 205,335 254,158
Financial assets at fair value through profit or loss 12 1,634,745 1,300,319
Available-for-sale financial assets 13 522,953 775,817
Held-to-maturity investments 14 1,333,074 1,986,888
Other assets 15 - 8,103
TOTAL ASSETS 4,089,353 4,357,448
LIABILITIES
Payables and accruals 16 18,067 20,313
TOTAL LIABILITIES 18,067 20,313
EQUITY
Share capital and share premium 17 3,211,506 3,211,506
AFS Revaluation Reserves 18 116,251 290,975
Retained earnings 19 743,529 834,654

TOTAL EQUITY

4,071,286 4,337,135

TOTAL LIABILITIES & EQUITY

4,089,353 4,357,448

The financial statements were approved by the Fund Manager onTe?‘September, 2016 and signed on its behalf

okt

Funso Doherty
Director
FRC/2014/ICAN/000Q000/10302

¥

W e

%pm(f%wﬂ ,

Richard Kramer

Director

FRC/2013/ICAN/00G00004909

Samuel Oniovosa
Chief Financial Officer
FRC/2013/ICAN/QD000004911

11
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SIM CAPITAL ALLIANCE VALUE FUND

. Anhual Reports and Financial Statements
gL For the year ended 30 June 2016
STATEMENT OF CASH FLOWS

1)
30-Jun-16 30-Jun-15
i
Note N'000 N'000
Ity Cash flows from operating activities
il Profit for the year 220,841 (31,715)
iin Adjustments for:
Dividend income 4 (127,188) (139,245)
2 Net loss from financial instruments at fair value through profitor loss 5 237,322 492 987
3 339,976 322,027
i Movement in working capital:
i} Net decrease in other assets 8,103 3,137 i
= Net decrease in payables and accruals : (2,246) (15,066) |
7 Net (increase)/ decrease in financial assets at fair value through
= profit or loss (571,748) (303,623) :
_ Net decrease in available-for-sale financial assets 78,140 171,349 |
A Net decrease/ (increase) in held to maturity investments 653,814 {287,184) |
] : . |
"‘ Cash generated from/ (used in) operations 508,039 (109,380)
im] Dividend received 127,188 139,245
ey Net cash generated by operating activities 633,227 29,885
mey
@ Cash flows from financing activities
Pividend paid 19 (320,967) (320,967)
LT i
Net cash used in financing activities ‘ (320,967) (320,967) I
JiLE) 4
) |
i) Net increase/(decrease) in cash and cash equivalents , 312,260 (291,082) |
Cash and cash equivalents at beginning of the year 286,321 577,403 '
w} Cash and cash equivalents at the end of the year " 598,681 286,321
i}
@
w)
%)
™)
)
)
)
!
= 13
)
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SIM CAPITAL ALLIANCE VALUE FUND

Annual Reports and Financial Statements
For the year ended 30 June 2016

NOTES TO THE FINANCIAL STATEMENTS

11

1.2

1.3

21

General information

SIM Capital Alliance Value Fund ('The Fund) is a closed-end unit Trust Scheme established by a Trust
Deed dated 6 April, 2010 and the supplemental Trust Deed dated 5 February, 2013. It is under the
management of SIM Capital Alliance Limited with Leadway Capital and Trusts Limited as the Trustees. It
commenced business on 1 July 2011, The units of the Fund are listed on the Nigerian Stock Exchange.

Principal Activities

The principal activity of the Fund is to achieve long-term capital growth by investing in listed and unlisted
Nigerian equities which the Fund Manager has identified as being undervalued and offering above
average growth potential and any other securities as approved by the Securities and Exchange
Commission from time to time. The Fund may also invest in fixed income securities.

Going concern ‘

These financial statements have been prepared on a going concern basis. Neither the Trustees nor the
Fund manager have any intention or need to reduce substantially the operations of the Fund. The Fund
manager and the Trustees believe that the going concern assumption is appropriate for SIM Capital
Alliance Value Fund as the Fund’s investment objectives are feasible.

Asset Allocation :
The Fund exceeded the maximum limit stipulated in Clause 8.4.5 of the Trust Deed for Cash. Section
8.4.5 of the Trust Deed stipulates the threshold for Cash as 5%, however the Fund’s cash position as at
the report date was 9.52%.As at the report date, the Fund’s exposure to MTN Nigeria Limited, Guaranty
Trust Bank Plgc, Zenith Bank Plc and Friesland Campina WAMCO Plc stood at 7.84%, 5.94%, 5.08% and
5.01% respectively. This was due to capital appreciation.

In accordance with clause 8.5.8 of the Trust Deed, the Fund Manager notes that the Fund's investment
in each security did not exceed 5% of the Fund’s value at the time of the investment was made.

Basis of preparation

A Statement of Compliance
The financial statement report of the Fund is a general purpose report which has been prepared
in accordance with International Financial Reporting Standards (IFRSs) as issued by the
International Accounting Standards Board (IASB). International Financial Reporting Standards
(IFRS) are Standards and Interpretations adopted by the International Accounting Standards
Board (IASB).

The financial statements were authorized for issue by the Board of Directors of the Fund on ......
September, 2016

B Basis of Measurement
The financial statements have been prepared based on IAS 1 and investments of the Fund are
measured in accordance with IAS 32 & 39.

Cc Functional and Presentation Currency
These financial statements are presented in Naira which is the company's functional currency.
Except as otherwise indicated, financial information presented in Naira has been rounded to the
nearest thousand.

D Use of Estimates and Judgments
The preparation of the financial statements in conformity with IFRSs requires management fo
make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to

accounting estimates are recognized in the period in which the estimate is revised and in any
future periods affected.

14




B\ I\ B\ A S T B\ T\ B OB/ O U A U A T L T U U U U A U U /SRS USR U /AR U

I\

SIM CAPITAL ALLIANCE VALUE FUND

Annual Reports and Financial Statements
For the year ended 30 June 2016

NOTES TO THE FINANCIAL STATEMENTS

2.2 Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out
. below. These policies have been consistently applied by the Fund and to all periods presented in the
financial report.

A

Foreign Currency transactions
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions.

Monetary assets and liabilities resulting from foreign currency transactions are subsequently
translated at the spot rate at reporting date.

Exchange differences arising on the settlement of monetary items or on translating monetary items
at rates different to those at which they were initially recognized or included in a previous financial
report, are recognized in the income statement in the period in which they arise.

Translation differences on non-monetary items, such as derivatives measured at fair value through
profit or loss, are reported as part of the fair value gain or loss on these items.

Translation differences on non-meonetary items measured at fair value through equity, such as
equities classified as available-for-sale financial assets, are included in the available-for-sale
reserve in equity.

Interest

Interest income and expense are recognized in profit or loss using the effective interest method.
The effective interest rate is the rate that exactly discounts the estimated future cash payments
and receipts through the expected life of the financial asset or liability (or where appropriate, a
shorter period) to the carrying amount of the financial asset or liability. When calculating the
effective interest rate, the Fund estimates future cash flows considering all contractual terms of
the financial instrument, but not future credit losses.

The caiculation of the effective interest rate includes all 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 or issue of a financlal asset or liability.

Interest income and expense bresented in the statement of profit or loss include:
interest on financial assets measured at amortised cost calculated on an effective interest basis.
Fair vatue changes -

i Net gains from financial instruments at fair value through profit or loss
Net gains from financial instruments at fair value through profit or loss comprises gains less
losses relating to trading assets and includes all realized and unrealized fair value changes
during the year on financial instruments categorised as being at fair value through profit or
foss.

i Net gains from financial instruments classified as available-for-sale
Net gains from financial assets classified as available-for-sale comprises gains less losses
relating to unrealized fair value changes during the year from unquoted equity investments.
This is reported under the other comprehensive income and accumulated under the heading
of investments revaluation reserve.

Fees and commission

Fees and commission income and expense that are integral to the effective interest rate on a
financial asset or liability are included in the measurement of the effective interest rate.

15
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NOTES TO THE FINANCIAL STATEMENTS

2.2 Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out
. below. These policies have been consistently applied by the Fund and to all periods presented in the
financial report.

A

Foreign Currency transactions
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions,

Monetary assets and liabilities resulting from foreign currency transactions are subsequently
translated at the spot rate at reporting date.

Exchange differences arising on the settlement of monetary items or on franslating monetary items
at rates different to those at which they were initially recognized or included in a previous financial
report, are recognized in the income statement in the period in which they arise.

Translaticn differences on non-monetary items, such as derivatives measured at fair value through
profit or loss, are reported as part of the fair value gain or loss on these items.

Translation differences on non-monetary items measured at fair value through equity, such as
equities classified as. avallable-for-sale financial assets, are included in the available-for-sale
reserve in equity.

Interest

Interest income and expense are recognized in profit or loss using the effective interest method.
The effective interest rate is the rate that exactly discounts the estimated future cash payments
and receipts through the expected life of the financial asset or liability (or where appropriate, a
shorter period) to the carrying amount of the financial asset or lability. When calculating the
effective interest rate, the Fund estimates future cash flows considering all contractual terms of
the financial instrument, but not future credit losses.

The caiculation of the effective interest rate includes all 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 or issue of a financial asset or liability.

Interest income and expense presented in the statement of profit or loss include:
interest on financial assets measured at amortised cost calculated on an effective interest basis.
Fair value changes-

i Net gains from financial instruments at fair value through profit or loss
Net gains from financial instruments at fair value through profit or loss comprises gains less
losses relating to trading assets and includes all realized and unrealized fair value changes
during the year on financial instruments categorised as being at fair value through profit or
loss.

ii Net gains from financial instruments classified as available-for-sale
Net gains from financial assets classified as available-for-sale comprises gains less losses
relating to unrealized fair value changes during the year from unquoted equity investments.
This is reported under the other comprehensive income and accumulated under the heading
of investments revaluation reserve.

Fees and commission

Fees and commission income and expense that are integral to the effective interest rate on a
financial asset or liability are included in the measurement of the effective interest rate.

18
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Annual Reports and Financial Statements
For the year ended 30 June 2016

NOTES TO THE FINANCIAL STATEMENTS

Other fees and commission expense including account servicing fees, Fund Manager fees,
Trustees fees, Custodian fees, Registrar fees, Fund Manager's incentive fees etc., are recognized
as the related services are performed.

Dividend distribution

Dividend distributions are at the discretion of the Fund. A dividend distribution to the Fund’s unit
holders is accounted for as a deduction from retained earnings. A proposed dividend is recognised
as a liability in the period in which it is approved by the annual general meeting of unit holders.

Dividend income

Dividend income is recognized when the right to receive income is established. Usually, this is the
ex-dividend date for equity securities. Dividends are reflected as a component of net frading
income, net income from cther financial instruments at fair value through profit or loss or other
operating income based on the underlying classification of the equity investment.

Segment information

Operating segments are reported in a manner consistent with the internal reporting used by the
chief operating decision-maker. The chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating segments, has been identified
as the Investment committee of the Fund that makes strategic decisions.

Financial assets and Financial Liabilities

i Recognition of Financial Assets
All financial assets and liabilities are initially recognized on the trade date at which the
company becomes a party to the contractual provisions of the instrument.

A financial asset or financial liability is measurad initially at fair value plus, transaction costs
that are directly attributable to its acquisition or issue. )

i Classification and initial recognition of financial assets
Financial assets at fair value through profit or loss are recognised initially on the trade date,
which is the date that the Fund becomes a party to the contractual provisions of the
instrument. Other financial assets are recognised on the date they are originated.

Financial assets at fair value through profit or loss are recognised initially at fair value, with
transaction costs recognised in profit or loss. Financial assets not at fair value through profit
or loss are recognised initially at fair value plus transaction costs that are directly attributable
to their acyuisition.

Financial assets at fair value through profit or loss

Financial assets are classified as fair value through profit or loss if they are either Held-for-
Trading or designated as being at Fair value through Profit or Loss.

A financial asset is Held-for-Trading if:

It is acquired or incurred principally for the purpose of selling or repurchasing it in the
near term

On initial recognition it is part of a portfolio that is managed together and for which there
is evidence of a recent pattern of short-term profit taking

The Fund designates certain financial assets as being at fair value through profit or loss
when the assets are managed, evaluated and reported internally on a fair value basis.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognised in profit or loss.
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Annual Reports and Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS

Held-to-Maturity Investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturity dates that the Fund has the positive intent and ahility to hold to
maturity. Subsequent to initial recognition, held-to-maturity investments are measured at
amortised cost using the effective interest method less any impairment.

Financial assets classified as avaltable-for-sale

AFS financial assets are non-derivatives that are either designated as AFS or are not
classified as (a) loans and receivables, (b) held-to-maturity investments or {c) financial
assets at fair value through profit or loss.

The Fund has investments in unlisted shares that are not traded in an active market but that
are classified as AFS financial assets and stated at fair value at the end of each reporting
period because the directors consider that fair value can be reliably measured.

Fair value is determined in the manner described in note H (Vil). Changes in the carrying
amount of AFS monetary financial assets relating to changes in foreign currency rates,
interest income calculated using the effective interest method and dividends on AFS equity
investments are recognised in profit or loss. Other changes in the carrying amount of
available-for-sale financial assets are recognised in other comprehensive income and
accumulated under the heading of investments revaluation reserve. When the investment is
disposed of or is determined to be impaired, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is reclassified to profit or loss.

L.oans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables {(including other
receivables, bank balances and cash and Due from other financial institutions) are
measured at amortised cost using the effective interest method, less any impairment.
Interest income is recognised by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.

De-recognition of financial assets '

The Fund derecognizes a financial asset when the contractual rights to the cash flows from
the financial asset expire, or when it transfers the financiai asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred or
in which the Fund neither transfers nor retains substantially all the risks and rewards of
ownership and it does not retain control of the financial asset. Any interest in transferred
financial assets that qualify for derecognition that is created or retained by the Fund is
recognized as a separate asset or liability in the statement of financial position. On
derecognition of a financial asset, the difference between the carrying amount of the asset
(or the carrying amount allocated to the portion of the asset transferred), and consideration
received (including any new asset obtained less any new liability assumed) is recognized in
profit or loss.

Classification and initial recognition of financial liabilities

Financial liabilities are initially measured at fair value, plus transaction costs, except for those
financial liabilities classified as fair value through profit or loss, which are initially recognized
at fair value. All financial liabilities are measured at amortized cost using the effective interest
rate method except when specifically designated by the Fund as being at fair value through

profit or foss.

De-recognition of financial liabilities
The Fund derecognizes financial liabilities when, and only when its obligations are

discharged, cancelled or expire.

When an existing financial liability is replaced by another from the same lender on
substantially different terms or the terms of an existing fiability are substantially modified,
such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the income statement.
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vii

vi Identification and measurement of impairment for loans and receivables
At each reporting date the Fund assesses whether there is objective evidence that financial
assets carried at amortized cost are impaired. A financial asset or a group of financial assets
is impaired when objective evidence demonstrates that a loss event has occurred after the
initial recognition of the asset(s), and that the loss event has an impact on the future cash
flows of the assei(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include:

Significant financial difficulty of the issuer or obligor;

A breach of contract, such as a default or delinguency in interest or principal payments;
The lender, for economic or legal reasons relating o the issuer’s financial difficuity,
granting to the borrower a concession that the lender would not otherwise consider,

It becomes probable that the borrower will enter bankruptey or other financial
reorganization;

The disappearance of an active market for that financial asset because of financial
difficulties;

Observable data indicating that there is a measurable decrease in the estimated fuiure
cash flows from a portfolio of financial assets since the initial recognition of those
assets,

Although the decrease cannot yet be identified with the individual financial assets in the
portfolio, including: adverse changes in the payment status of borrowers in the portfolio;
national or local economic conditions that correlate with defaults on the assets in the
porifolio.

If there is objective evidence that an impairment loss on financial assets measured at amortized
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows {excluding future credit
losses that have not been incurred) discounted at the financial asset's original effective interest
rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the
asset shall be reduced either directly or through use of an allowance account. The amount of
the loss shall be recognized in profit or loss.

The Fund first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, and individually or collectively for financial assets that are
not individually significant. If the Fund determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant or not, it includes the assetin a
group of financial assets with similar credit risk characteristics and collectively assesses them
for impairment. Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognized are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized (such as an
improvement in the debtar’s credit rating), the previously recognized impairment loss shall be
reversed either directly or by adjusting an allowance account. The reversal shall not result in a
carrying amount of the financial asset that exceeds what the amortised cost would have been
had the impairment not been recognized at the date the impairment is reversed. The amount of
the reversal shall be recognized in profit or loss.

Valuation of financial Instruments

The best evidence of fair value is a quoted price in an actively traded market. In the event that
the market for a financial instrument is not active, a valuation technique is used. The majority of
valuation techniques employ only observable market data and so the reliability of the fair value
measurement is high. For unguoted equities instruments, the fair value is determined by using
appropriate valuation techniques. Valuation technlques inciude: using recent arm’s length
market transactions; reference to the current market value of another instrument that is similar;
discounted cash flow analysis and option pricing models making as much use of available and
supportable market data as possible.
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However, certain financial instruments are valued on the basis of valuation techniques that
feature one or more significant market inputs that are unobservable. Valuation techniques that
rely to a greater extent on unobservable inputs require a higher level of management judgment
to calculate a fair value than those based wholly on observable inputs.

the likelihood and expected timing of future cash flows on the instrument. These cash flows
are usually governed by the terms of the instrument, although judgment may be required
when the ability of the counterparty to service the instrument in accordance with the
contractual terms is in doubt. Future cash flows may be sensitive to changes in market
rates,

selecting an appropriate discount rate for the instrument. The determination of this is based
on the assessment of what a market participant would regard as the appropriate spread of
the rate for the instrument over the appropriate rate; and

judgment to determine what model to use to calculate fair value in areas where the choice
of valuation model is particularly subjective

When applying a model with unobservable inputs, estimates are made to reflect uncertainties in
fair values resulting from a lack of market data inputs, for example, as a result of illiquidity in the
market. For these instruments, the fair value measurement is less reliable. Inputs into valuations
based on unobservable data are inherently uncertain because there is littte or no current market
data available from which to determine the leve! at which an arm's length transaction would
occur under normal business conditions.

However, in most cases there is some market data available on which to base a determination
of fair value, for example historical data, and the fair values of most financial instruments are
based on some market observable inputs even when unobservable inputs are significant.

Given the uncertainty and subjective nature of valuing financial instruments at fair value, it is
possible that the outcomes in the next financial year could differ from the assumptions used, and
this could result in a material adjustment to the carrying amount of financial instruments
measured at fair value.

Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand,
deposits held at call with other financial institutions, other short-term, highly liquid investments with
original terms to maturity of three months or less that are readily convertible to cash and which are
subject to an insignificant risk of changes in value.

Provisions

Provision are recognised if, as a result of a past event, the Fund has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits
will be required to settle the obligation. Provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and, where appropriate, the risks specific to the liability.

A provision for onerous contracts is recognized when the expected benefits to be derived by the
Fund from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured at the present value of the lower of the expected cost of
terminating the contract and the expected net cost of continuing with the contract. Before a
provision is established, the Fund recognizes any impairment loss on the assets asscociated with
that contract.
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Contingent liabilities are possible obligations that arise from past events whose existence will be
confirmed only by the occurrence, or non-occurrence, of one or more uncertain future events not
wholly within the control of the Fund; or present obligations that have arisen from past events but
are not recognized hecause it is not probable that settlement will require the outflow of economic
benefits, or because the amount of the obligations cannot be reliably measured. Contingent
liabilities are not recognised in the financial statements but are disclosed unless the probability of
settlement is remote.

K Taxation
The Fund is domiciled in Nigeria. Under the current income tax laws of Nigeria, the Fund is liable
to withholding tax on certain income. Such income or gains are recorded gross of withholding taxes
in the statement of profit or loss. Withholding taxes are shown as a separate item in the statement
of profit or loss.

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

2.3 Application of new and revised International Financiai Reporting Standards {IFRSs)

2.3.1 i) Disclosure Initiatives {(Amendments to 1AS 1)

The amendments provide additional guidance on the application of materiality and aggregation when
preparing financial statements. The amendment is effective for annual periods beginning on or after 1
January 2016.

This amendment is not expected to have any impact on the fund.

ii} Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to IAS 16
and IAS 38)

This amendment clarifies that the use of revenue hased methods to calculate depreciation or amortisation
of assets is not appropriate because revenue generated by an activity that includes the use of an asset
generally reflects factors other than the consumption of the economic benefits embodied in the asset. The
IASB has amended IAS 16 Property, Plant and Equipment to clarify that a revenue based method should
not be used to calculate the depreciation of items of property, plant and equipment. The amendment is
effective for annual periods beginning on or after 1 January 2016.

IAS 38 Intangible Assets now includes a rebuttable presumption that the amortisation of intangible assets
based on revenue is inappropriate. This presumption can be overcome if either:

+ The intangible asset is expressed as a measure of revenue (i.e. where a measure of revenue is the
limiting factor on the value that can be derived from the asset).

+ It can be shown that revenue and the consumption of economic benefits generated by the asset are
highly correlated.

This amendment is not expected to have any impact on the fund.

The Fund Manager has considered these improvements and concluded that only IAS 38 might have an
impact on the funds and is applicable to the Fund.
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2.3.2 New and revised IFRSs in issue but not yet effective

The Fund has not applied the following new and revised IFRSs that have been issued but are not yet

effective:

Amendments to [FRS 2 Shared based payment !

Amendments to [FRS 8 Financial Instruments 2

Amendments to [FRS 14 Regulatory Deferral Accounts?®
Amendments to IFRS 15 Revenue from Contracts with Customers 4
Amendments to [FRS 16 Leases® :

1 Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2018
5 Effective for annual periods beginning on or after 1 July 2016

* Effective for annual periods beginning on or after 1 January 2018
5 Effective for annual periods beginning on or after 1 January 2019
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2016 2015
N'000 N'000
3 Interest income
interest on bonds 141,952 87,497
Interest on treasury bills 47,638 141,294
Interest on short term placements 62,689 45,8617
252,277 274,408
4 Dividend income
Listed securities 103,716 62,450
Unlisted securities 23,472 76,795
127,188 139,245
Loss from financial instruments at fair value through profit or loss
Access Bank Plc 9,683 ' -
Continental Reinsurance Plc 13,770 (5,508)
Custodian & Allied Plc 697 523
Diamond Bank Plc (45,352) (29,306)
FCMB Plc 8,264 -
FBN Holdings Plc (65,141}  (136,297)
Fidelity Bank Plc {19,745) 5,347
Guaranty Trust Bank Plc {10,902) (15,321)
Okomu Oil Palm 300 . -
Presco Plc 4,553 -
Seplat Petroleum Dev. Co. Plc (3,772}  (134,977)
Stanbic IBTC Holdings 17,515 -
UAC Nigeria Plc (144,581)  (125,248)
UBA Plc 18,259 -
Zenith Bank Plc (21,870 (b2,200)
(237,322)  (492,987)
Other Income
Gain on disposal of available for sale financial assets 356 51,192
Cumulative gain reclassified from equity on disposal of available for sale 45,853 81,319
Others 1,599 4
Exchange Gain / Loss 118,844 (242)
166,652 132,273
Other Operating Expenses
Listing fees to Nigerian Stock Exchange 1,072 1,072
Domiciliary and other fees to CSCS 447 435
VAT on fees 2672 3,073
Other operating expenses 6,715 3,686
10,906 8,266
With-holding Tax expense
Withholding tax on interest income earned 3,834 3,822
Withholding tax on dividend income earned 10,284 10,655
14,118 14,477
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Bank balance
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2016 2015
N’000 N000

393,246 32,163

Bank balance of the Fund represents balance with Stanbic IBTC Bank Plc in Call and Domiciliary accounts
which qualify for recognition as cash & cash equivalents in accordance with IAS 7.

Due from other financial institutions

20186 2015
N’000 N'000

Skye Bank Plc
Stanbic IBTC Bank Plc
Access Bank Plc

- 101,892
- 152,266
205,335 -

205,335 254,158

ol

This amount represents monies placed with various Nigerian banks, The tenors of the placements vary

between 30 to 90 days and at different rates.

Cash and cash equivalents

2016 2015
N’000 N'000

RS

Bank balance
DPue from other financial institutions

393,245 32,163
205,336 254,158

598,581 286,321

(e

Bank balance of the Fund represents balance with Stanbic IBTC Bank Plc in Call and Domiciliary accounts
which gualify for recognition as cash & cash equivalents in accordance with IAS 7.

Financial assets at fair value through profit or loss

2016 2015
N’000 §'000

YWY EE Yy

Investment in listed equity instruments:
Access Bank Plc

Continental Reinsurance Company Plc
Custodian and Allied Insurance Plc
Diamond Bank Plc

FCMB Plc

FBN Holdings Plc

Fidelity Bank Plc

Guaranty Trust Bank Plc

Okomu Oil Palm

Presco Plc

Seplat Plc

Stanbic Bank Plc

UACN Plc

UBA Plc

Zenith Bank Plc

82,370 -
105,570 91,800
134,853 98,159
53,426 92,656
24,000 -
76,138 141,279
69,627 89,372
241,839 213,304
6,238 -
117,425 -
128,750 127,522
175,056 -
128,395 272,977
89,300 -
206,758 173,250

1,634,745 1,300,319

&

\d|

U

s

Listed equity securities are securities that are traded on the Nigerian Stock Exchange. These securities
which were identified as undervalued when purchased, are carried at fair value with fair value changes

recorded in the statement of profit or loss.
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13

13.1

14

15

2016 2015
N’000 N'000
Availahle for Sale Financial Assets
Investment in unquoted equity securities:
MTN Nigeria linked notes 319,082 388,967
Friesland Campina WAMCO Nigeria Plc 203,671 386,850
Total 522,953 775,817

Unqguoted equity securities are classified as available for sale. Differences in fair valuation of available-
for-sale securities are reported in the investments revaluation reserve. ’

Unguoted equity securities are carried at fair value as required by IAS 39. Fair value is determined as the
latest transaction price at which the most recent trade on the Over the Counter platform was carried out,
The Fund Manager believes this captures the fair value of these holdings at the reporting date.

2016 2015
N’000 N'000

Gains or losses on financial assets classified as available for sale
At 1 July 775,817 1,141,307
Disposal during the year {78,140)  (251,668)
Net fair value change during the year (174,724)  (112,822)
At 30 June 522,953 775,817
Held-fo-maturity investments N'000 N’000
Eurchonds : 364,458 206,520
Treasury bills 188,907 997,799
Federal Government of Nigeria Bonds 632,069 631,186
Lagos State Government Bonds 7 years {14.5%) 137,840 152,383
Total 1,333,074 1,986,888

Held-to-maturity investments of the Fund as at the reporting date consist of Treasury bills issued by the
Federal Government of Nigeria as debt instruments. The Treasury bills are discounted debt securities
purchased through licensed institutions (majorly banks). The interest earned on the treasury bills are tax
free and payable upfront in form of discount on the bills. The assets bought from the primary market have
fenor ranges between 91 to 364 days. The Fund has invested in these instruments with the intention to
hold them to maturity. The Fund also holds Euro bonds as well as bonds issued by Federal Government
of Nigeria and Lagos State Government. The Euro bonds are denominated in USD The Fund intends to
hold these securities to maturity. Coupons are paid bi-annually and principal repaid on maturity.

2016 2015
N'000 N'000
Other assets

Dividend receivable from:
MTN - 8,103

Total - 8,103
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2016 2015

16 Payables & accruals ' N’000 N'000
Due tc Fund Manager 9,500 10,990
Trustee fees payable 1,261 1,475
Custody fees payable 1,905 2,343
Audit fees 4,500 4,500
VAT on fees pavable , 892 1,005

18,067 20,313

These account balances represents fees payable to entities that rendered various services to the Fund
during the year. They are unpaid portion of cost of services rendered. The fees are computed monthly. The
fee due to the Trustees is payable semi-annually while that of the Fund Manager is payable quarterly. The
Custodian Fees is payable monthly based on the term of the safe custody agreement. Financial liabilities
of the Fund are measured at amortised cost except when specifically designated as being at fair value
through profit or loss.

2016 2015
N’000 N"000
17  Share capital and share premium
Authorised, issued and fully paid:
32,098,786 units of N100 each 3,209,679 3,209,679
Premium on issue of units 1,827 1,827
Net proceeds from sale of units 3,211,506 3,211,506
18 AFS Revaluation Reserves .
At 1 July 290,975 485,118
Net gains/(loss) arising on revaluation of available-for-sale financial assets (128,871)  (112,822)
Cumulative (gain)loss reclassified to profit or loss on sale of AFS financial (45,853) (81,319)
assets
At 30 June 116,251 290,975
19 Retained earnings
© At July 834654 1,187,336
Profit for the year : 229,842 (31,715)
Dividend payment (320,967)  (320,967)
At 30 June 743,529 834,654

The unit holders approved the payment of a dividend of N10 per unit per N100 share amounting to
N320,867,860 during the year for the year ended 30 June 2015,

20 Use of estimates and judgments
{a} Key sources of estimation uncertainty

(i}  Determining fair values
The determination of fair value for financial assets and liabilities for which there is no observable
market price requires the use of valuation techniques. For financial instruments that trade
infrequently and have little price transparency, fair value is less objective, and requires varying
degrees of judgment depending on liquidity, concentration, uncertainty of market factors, pricing
assumptions and other risks affecting the specific instrument.
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{b) Critical accounting judgments in applying the Fund’s accounting policies

(i)

Valuation of financial instruments

The Fund measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:

* Level 1: Quoted price (unadjusted) in an active market for an identical instrument.

s level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices)
orindirectly (i.e. derived from prices). This category includes instruments valued using:
quoted prices in active markets for similar instruments; quoted prices for identical or
simifar instruments in markets that are considered less than active; or other valuation
techniques for which all significant inputs are directly or indirectly observable from
market data.

* Level 3: Valuation technigues using significant unobservable inputs. This category
includes all instruments for which the valuation technique includes inputs not based on
observable data and the unobservabie inputs have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments for which significant unobservable adjustments or
assumptions are required to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active markets are
based on quoted prices or dealer price guotations. For all other financial instruments the Fund
determines fair values using valuation techniques or obtains market values of the assets in
OTC markets. Valuation technigues include net present value and discounted cash flow
medsls, and comparison to similar instruments for which market observable prices exist.
Assumptions and inputs used in valuation techniques include risk-free and_benchmark
interest rates, credit spreads and other premia used in estimating discount rates, bond and

equity prices, foreign currency exchange rates, equity and equity index prices and expected
price volatilities and correlations.

The objective of valuation techniques is to arrive at a fair value determination that refiects the
price of the financial instrument at the reporting date that would have been determined by
market participants acting at arm’s length. The Fund uses widely recognized valuation
meodels for determining the fair value of common and more simple financial instruments that
use only observable market data and require little management judgment and estimation.

Observable prices and model inputs are usually available in the market for listed debt and
equity investments.

Availability of observable market prices and model inputs reduces the need for management
judgment and estimation and also reduces the uncertainty associated with determination of
fair values. Availability of cbservable market prices and inputs varies depending on the

products and markets and is prone to changes based on specific events and general
conditions in the financial markets.

For more complex instruments the Fund uses proprietary valuation models, which usually are
developed from recognized valuation models. Some or all of the significant inputs into these
models may not be observable in the market, and are derived from market prices or rates or
are estimated based on assumptions. Examples of instruments involving significant
unobservable inputs include certain over the counter securities for which there is no active
market. Valuation models that employ significant unobservable inputs require a higher degree
of management judgment and estirmation in the determination of fair value.

Management judgment and estimation are usually required for selection of the appropriate
valuation model to be used, determination of expected future cash flows on the financial
instrument being valued, determination of probability of counterparty default and selection of
appropriate discount rates. The table below analyses financial instruments measured at fair .

value at the end of the reporting period by the level in the fair value hierarchy into which the
fair value measurement is categorized:
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Level 1 Level 2 L.evel 3 Total
30-Jun-16 N000 NG00 N'000 N'000
Financial assets at fair value
Equity investments 1,634,745 522 953 - 2,157 698
_ 1,634,745 522,953 - 2,157,698
Financial liabilities at fair value )
Securities sold short - - - -
Level 1 Level 2 Level 3 Total
30-Jun-15 N000 N'000 N'000 N'000
Financial assets at fair value ) - .
Equity investments 1,300,319 775,817 - 2,076,138
1,300,319 775,817 . 2,076,136

Financial liabilities at fair value
Securities sold short - - - -

()

(b)

Financial risk management

Introduction and overview
The Fund has exposure to the following risks from financial instruments:

credit risk

liquidity risk

market risk
operational risk
foreign currency risk

This note presents information about the Fund's exposure to each of the above risks, the Fund’s
objectives, policies and processes for measuring and managing risk, and the Fund's management
of capital.

(i) Risk management framework

The Fund’s investment portfolio comprises listed and unlisted equity and debt securities
including Government issued bonds and treasury bills.

Credit risk

Credit risk is the risk that counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund, resulting in a financial loss to the Fund. It arises
principally from debt securities held, and also from derivative financial assets, cash and cash
equivalents, balances due from brokers and receivables from reverse repurchase agreements, For
risk management reporting purposes the Fund considers and consolidates all elements of credit risk
exposure {such as individual obligor default risk, country and sector risk).

(i} Management of credit risk

The Fund’s policy on credit risk management is to minimise its exposure to counterparties
with perceived higher risk of default by dealing only with counterparties meeting the credit
standards set out in the Fund's investment strategy document. The Fund's exposure to the
corporate bonds sector will be restricted to investment grade issues. High yield issues will be
considered provided sufficient compensation for additional risk is obtainable. Overall, the
Fund will not allocate more than 10% of the portfolio to any one issuer.

Credit risk is monitored on a weekly basis by the investment manager in accordance with
policies and procedures in place. The balances held in instruments that are exposed to credit
risk are measured against the asset value of the portfolio to ensure it is within the limits, If it
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(i)

is found to be outside of the limit steps are taken fo bring the holding in line with policy. In
addition, on an annual basis, credit rating of the financial institutions the Fund invests in, is
assessed to ensure the rating is investment grade. The Fund's credit risk exposure is
monitored on a regular basis by the investment manager. Where the credit risk exposure is
not in accordance with the investment policy or guidelines of the Fund, the investment
manager is obliged to bring this to the attention of the Investment Committee at the
succeeding investment committee meeting. The position is to be discussed at every
subsequent investment committee meeting for as long as such positicns subsist.

Exposure to credit risk ,

The Fund’s maximum credit risk exposure at the reporting date is represented by the
respective carrying amounts of the relevant financial assets in the statement of financial
position.

¢) Liquidity risk
Liquidity risk is the risk that a financial instrument cannot be purchased or sold without a significant
concession in price because of the market's potential inability to efficiently accommodate the desired
trading size.

{i)

Management of liquidity risk

The Fund’s policy and the investment manager’s approach to managing liquidity is fo ensure
the Fund uses position limits to ensure that the Fund is not overly exposed to illiquid
securities.

(i) Maturity analysis for financial liabilities
The following are the contractual maturities of financial liabilities, including estimated interest
payments. -
Gross
nominal
Carrying inflow/ Less than 3 months
amount {outflow) outflow 1month 3 months to 1 year
30-Jun-16 N'000 N'000 N'000
Balances due to:
Fund Parties 12,675 - 12,675 - -
Other payables 5,392 - 5,392 - -
18,067 - - 18,087 - -
Gross
nominal
Carrying inflow/ gss than 3 months
Amount {outflow) outflow 1month 3 months to 1 year
30-Jun-15 N'000 N'000 N'000
Balances due to
Fund Parties 15,588 - 15,588 - -
Other payables 4,725 - 4,725 - -
20,313 - - 20,313 - -

{d) Market risk

Market risk is the risk that changes in market prices, such as interest rates, equity prices, foreign
exchange rates and credit spreads (not relating to changes in the obligor's/issuer's credit standing)
will affect the Fund's income or the fair value of its holdings of financial instruments. The objective
of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.
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(i}

(i)

(iif)

Management of market risk

The Fund's strategy for the management of market risk is driven by the Fund’s investment
objective. The Fund’s market positions are monitored on a regular basis by the Investment
Committee.

Interest rate risk

The Fund is exposed to the risk that the fair value or future cash flows of its financial
instruments will fluctuate as a result of changes in market interest rates.

The distribution of the Fund's fixed income portfolic is shown below:

2016 2015
o After Tax After Tax
Tenor %hoTNet  weighted #2fNet  yeighteq
Yield (%) Yield (%)
<1 Year 25.34% 12.76 2873 12.76
1-3Years 5.22% 14.38 14.49 14.38
> 3 Years 7.06% 13.46 8.22 13.46
13.33 13.53

Equity price risk

Equity price risk is the risk that the fair value of the financial instrument will fluctuate as a
resuit of changes in market prices (other than those arising from interest rate risk or currency
risk), whether caused by factors specific to an individual investment, its issuer or factors
affecting all instruments traded in the market. ’

Price risk is managed by the investment manager by diversifying the portfolio thus limiting
exposure to any particular sector or security. Exposure limits are set by the Fund as follows:
Not more than 5% of the Fund is invested in a particular security. Where allocation is higher
than 7%, this position is brought to the attention of the Investment Committee. Necessary
steps are taken to review the position.

The Fund's policy for concentration of its investment portfolio profile is as follows:

Equity investments listed on the Nigerian stock exchange  Up to 85% of net assets
Unlisted equity investments Up to 20% of net assets
Unlisted open-ended investment funds Up to 0% of net assels

The internal procedures require the investment manager to manage price risk on a daily
basis. The Fund's procedures require price risk to be monitored on a regular basis by the
Investment Committee.

Where the price risk is not in accordance with the investment policy or guidelines of the Fund,

the Portfolic manager is required to bring this to the attention of the Investment Commitiee.
Necessary steps are taken to raview the position.
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The following table sets out concentration of the investment assets and liabilities of the Fund

2016 2015
% of % of
net net

asseis assets
Equity investments:

Quoted equity investments 39.97 29.84
Unlisted equity investments 12.79 17.81
Total equity investments 52.76 47.65
Total debt securities 32,75 51.44
Total investent assets 85.56 99.09
Total investment liabilities (0.44) (0.36)

The investment manager further monitors concentration of risk based on counterparties and
industries. The Fund's equity investments are concentrated in the following industries:

2016 2015

% %

Banking sector 24.91 16.29
Building materials 0.00 0.00
Qil & Gas 3.03 2.93
Breweries 0.00 0.00
Conglomerates 3.14 - 627
Food and beverages 499 £.88
Real Estate 0.60 0.00
Road transport 0.00 0.00
tnsurance 5.88 4.36
Foreign listing 0.00 0.00
Maritime 0.00 0.00
Agric 3.01 000
Telecommunications 7.80 8.93
52,76 47.65

No exposure to any individual issuer or sector exceeded 10% and 30% respectively of the net
assets attributable to the unit holders

No impairment losses have been recognised for the years presented relating to listed equities
classified as Fair value through profit or loss and unlisted equities investments classified as
being available-for-sale investments. For more information see note 13.1 on Available-for-sale
investments.

At 30 June 2018, it is estimated that an increase of 10% in value of unquoted equity
investments would result in an immediate credit to other comprehensive income of N55.3
million (2015: N77.6 million credit to other comprehensive income), while a decrease of 10%
in the value of unquoted equity investments would result to an immediate charge to other
comprehensive income of N55.3million (2015: N77.6 million charge to other comprehensive
income).

It is also estimated that at 30 June 2016 an increase of 10% in guoted equity prices would
result in an immediate credit to Profit or loss of N163.48 million (2015 N130 million credit to
Profit or loss), while a decrease of 10% in quoted equity prices would result to an immediate
charge to Profit or loss of N163.48 million {2015 N130 million charge to Profit or loss).
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(e) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated
with the processes, technology and infrastructure supporting the Fund's activities with financial
instruments either internally within the Fund or externally at the Fund's service providers, and from
external factors other than credit, market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of investment management behaviour.

The Fund'’s objective is to manage operaticnal risk so as to balance limiting of financial losses and
damage to its reputation with achieving its investment objective of generating returns to investors.
The primary responsibility for the development and implementation of controls over operational risk
rests with the Investment Committee. This responsibility is supported by the development of overall
standards for the management of operational risk, which encompasses the controls and processes
at the service providers and the establishment of service levels with the service providers, in the
following areas:

requirements for appropriate segregation of dutiss between various functions, roles and
responsibilities;

requirements for the recenciliation and monitoring of transactions;

compliance with regulatory and other legal requirements;

documentation of centrols and procedures;

requirements for the periodic assessment of operational risk faced, and the adequacy of controls
and procedures to address the risks identified;

contingency plans;

ethical and business standards; and

risk mitigation, including insurance if this is effective.

The Fund Manager's and Investment Committee's assessment of the adequacy of the ‘controls and
processes in place at the service providers with respect to operational risk is carried out via ad-hoc
discussions with the service providers.

(e} Foreign currency risk

The Group is exposed to foreign currency risk on transactions that are denominated in currencies
other than the Nigerian Naira. The currency giving rise to this risk is primarily the United States Dollar.

Consequently, the Group is exposed to risks that the exchange rate of the Nigerian Naira relative to
the United States Doltar may change in a manner which may have an adverse effect on the reported
value of the portion of the group's assets which are denominated in the United States Dollar.

Sensitivity analysis: _

At 30 June, 2018, if the United States Dollar had weakened by 10% against the Nigerian Naira with
all other variables held constant, the following would be the impact on equity and post-tax profit of the
Group for the year:
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2016 2015
N’000 N’000

Equity (36,448)  (20,485)

Profit or Loss (4,279) (3,190)
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22

22.1

23

30-Jun 30-Jun

2016 2015
N’000 N'000

Fund Manager's incentive fees
Opening net asset(audited) 4,337,135 4,883,958
Closing NAV before Incentive Fees 4,071,286 4,337,135
Dividend paid during year ' 320,967 320,967
Growth in NAV (%) 1.27% (4.62%)
Excess above 20% 0% 0%
Return in excess of 20% benchmark ({N) ' - -
Incentive fee due to the Fund Manager - -
Incentive fee charged to P or L(Note 22.1) - -
Closing net asset after incentive fee (audited) 4,071,286 4,337,135

The Fund Manager is entitled to an incentive fee of 20% of the total returns in excess of 20% of the
scheme’s net asset value per annum. Total returns is determined based on growth in NAV. For the current
year however ho incentive will be earned.

Segment information
The Investment Committee of the Fund makes the strategic resource allocations on behalf of the Fund.

The Committee considers the business along the lines of asset classes stated in the Trust Deed, which
are managed by the Investment Manager. These classes are cash represented by call deposit; money
market represented by Due from other financial institutions and loans and receivable; fixed income
securities represented by held to maturity assets; unquoted equities represented by available-for-sales;
and quoted equities represented by fair value through profit or loss.

The reportable operating segments derive their income by seeking investments to achieve targeted returns

commiserate with an acceptable level of risk within each portfolio. These returns consist of inferest,
dividends and gains on the appreciation in the value of investments.
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The segment information provided to the Investment Committee for the reportable segments are as follows:

30 June 2016
Money  Fixed Unquoted Quoted

Cash Market Income Equities Equities Total

N'000 N'000 N'000 N000 N'000 N'000
Interest income - 62,689 189,588 - - 252277
Dividend Income - - - 23472 103,716 127,188
Fair value gain - - - (174,724) (237,322) (412,048)
Transaction cost - - - - (5,438) (5,438)
Withholding taxes - (3,834 - (1,257) {(9,027) (14,118)
Total net segment income - 58,855 189,688  (139,943) (160,638) (62,137)
Total segment assets 393,246 205335 1,333,074 522,963 1,634,745 4,089,353
Total segment liabilities - - - - - -
30 June 2015

Money  Fixed Unquoted Quoted

Cash Market Income Equities Equities Total

N'000 N'000  N'00D N'000 N'000 N'000
Interest income - 45817 228,791 - - 274,408
Dividend Income - - - 76,795 62,450 139,246
Fair value gain/loss - - - (112,822) (492,987) (605,809)
Transaction cost - - - - 1,752) (1,752)
Withholding taxes - (3.822) - (5,140) (5,515) {14,477)
Total net segment income - 41,795 228,791 (41,167) (437,804) (204,385)
Total segment assets 32,163 254,158 1,986,888 775,817 1,300,319 " 4,349 345

Total segment liabilities - - - - - -

There were no transactions between reportable segments.

The Fund’s Management fees and other administrative expenses are not considered to be segment
expenses.

A reconciliation of total net segmental income to net operating profit is provided as follows.

2016 2015

: N'000 N000

Tetal net segment income (32,681} (192,156)
Withholding taxes (14,118) (14,477)
Cther Income 166,652 132,273
Fair Value Gain from AFS 174,724 112,822
Cther expenses (64,835)  (70177)
Operating profit 229,842 {31,715)

The Fund’s.other assets are not considered to be segment assets and are managed by the administration
function.

Reportable segments’ assets are reconciled to total assets as follows.

2016 2015

N'000 N'000

Segment assets for reportable segments 4,089,353 4,349,345
Other assets - 8,103
Total assets 4,089,353 4,357,448
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The Fund's accrual and payables are not considered to be segment liabilities.

Reportable segments' liabilities are reconciled to total liabilities as follows:

2016 2015
N’000 N'000
Segment liabilities for reportable segments:
Accruals and payables 18,067 20,313

The Fund is domiciled in Nigeria. All of the Fund's income from investments is from entities incorporated
in Nigeria.

Related parties and other key contracts

A number of transactions were entered into with related parties of The Fund in the normal course of
business. The volume of related-party transactions and outstanding balances at the year-end are as
follows:

Fund manager and other parties

The Fund is managed by SIM Capital Alliance Limited, an investment management company incorporated
in Nigeria, to implement the investment strategy as specified in the prospectus. Under the Trust deed, the
Fund manager receives a management fee at an annual rate of 1% of the net assets value. In addition,
the Fund Manager earns an incentive fee of 20% of the excess of return for the year over 20% (see note
22).

The Trustees, Leadway Capital and Trusts Limited, under the Trust deed receives 0.035% of net asset
value of the Fund per annum as Trustees' fee.

Under the safe custody agreement, the Custodian, Stanbic IBTC Bank Plc, receives a fee of 0.20% of the
value of securities in its custody over N2 billion in addition to a fee of 0.25% of the value of the securities
up to N1 billion and another of 0.225% of the value of securities between N1 billion and N2 billion per
annum.

The fees earned by the Fund Manager and other parties to the Fund during the year are disclosed on the
face of the Statement of profit or loss. The amounts payable as at the end of year on these fees to these
related parties are disclosed in note 16.

Unit holding

One of the requirements of the Securities and Exchange Commission of Nigeria, regarding collective
investment schemes is for the Fund manager to invest 5% of the offer size. SIM Capital Alliance Limited
complied with this law by virtue of their investment in the Value Fund.

Stanbic IBTC Pension Managers Limited is an investor in the Value Fund, whilst Stanbic IBTC Bank Plc
provides custodian and banking services to the Value Fund.

Events after the end of the reporting period

On the 28 January 2016 shareholders’ approval was received to change the name of the Fund Manager
from SIM Capital Alliance Limited to ValuAlliance Asset Management Limited. Following the Securities &
Exchange Commission's no objection, the name change was effected at the Corporate Affairs
Commission on 26 July 2016.

Approval of financial statements

The financial statements were approved by the board of directors of the Fund Manager and authorised
for issue on 1 September 2016.
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