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COMPOSITION OF THE BOARD OF TRUSTEES

The Board of Trustees is comprised of nominees from the following institutions as defined in the “Revised Agreement

Establishing the Caribbean Court of Justice Trust Fund.” The composition is as follows:

INSTITUTION

Caribbean Congress of Labour

University of the West Indies

Caribbean Association of Banks Inc

Conference of Heads of the Judiciary
of Member States of the Caribbean
Community

CARICOM Secretariat

Caribbean Association of Industry and
Commerce

Organisation of Commonwealth
Caribbean Bar Associations

Insurance Association of the Caribbean

Institute of Chartered Accountants
of the Caribbean

REPRESENTATIVE
TRUSTEE

Dr. Linton Lewis

Mrs. Christine Sahadeo

Mr. Farid Antar

Chief Justice Ivor Archie

Mr. Oswald Barnes

Mr. Ramesh Dookhoo

Mr. Ruggles Ferguson

Mr. M. Musa Ibrahim

Mrs. Marina Andrea St Rose

BOARD AND COMMITTEE
POSITION

Chairman
Vice-Chairman;
Chairman - Finance and

Investment Committee

Member - Finance and
Investment Committee

Member - Audit Committee

Chairman - Audit Committee

Trustee

Trustee

Member - Finance and

Investment Committee

Member - Audit Committee
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COMPOSITION OF THE BOARD OF TRUSTEES
(Continued)

Top: Dr. Linton Lewis, Chairman.

Top Row (l-r): Mrs. Christine Sahadeo, Vice Chairman; Chairman -
Finance and Investment Committee; Mr. Ruggles Ferguson, Trustee;
Mr. Farid Antar, Member — Finance and Investment Committee;
Chief Justice Ivor Archie, Member - Audit Committee.

Bottom Row (l-r): Mr. Oswald Barnes, Chairman — Audit Committee; Mrs. Marina Andrea St. Rose, Member — Audit
Committee; Mr. Ramesh Dookhoo, Trustee; Mr. M. Musa lIbrahim, Member — Finance and Investment Committee.
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REPORT OF THE BOARD OF TRUSTEES

Following 2017, a year characterised by double digit positive
returns in almost every major equity market, synchronised
global economic growth which exceeded expectations,
and investor exuberance, global markets declined sharply
in 2018, with negative returns across most markets and
sectors. The year was defined by fears of slowing global
economic growth, as the International Monetary Fund, on
two occasions, revised global growth projections downward
in 2018; concerns over the US Federal Reserve's adherence
to a tightening monetary policy regime in the face of such
lower growth expectations; lingering trade tensions; and
global political uncertainty, all of which affected investor
confidence and financial markets. Despite these challenges,
| am pleased to report, on behalf of the Board of Trustees,
on the performance of the Caribbean Court of Justice Trust
Fund for the year ended December 31, 2018.

Background

The Caribbean Court of Justice Trust Fund (“the Trust
Fund”) was endowed with its initial capital in April 2005 with
the mandate to provide the financial resources necessary
to fund the Caribbean Court of Justice (“the Court”) and
the Regional Judicial and Legal Services Commission
(“the Commission”) in perpetuity. The Board of Trustees
manages the resources of the Trust Fund in accordance with
the following philosophy:

“The fund will be invested prudently with a long-term
investment horizon in a wide range of tax-efficient
international instruments so as to produce an
optimal gross rate of return with reasonable security
of its capital.”

The Board has developed Investment Guidelines for the
Trust Fund which were approved by the CARICOM Heads
of Government. In order to have a reasonable likelihood
of satisfying the funding requirements of the Court and the
Commission over the long term, these approved Guidelines
permit a significant exposure to growth assets, such as
public and private equity, within a diversified portfolio
complemented by allocations to risk-reducing and inflation
protection assets.

The Board of Trustees continues to uphold its fiduciary
responsibility to manage the assets of the Trust Fund
prudently to fulfil its long-term objective. During the course

' Chicago Board Options Exchange Volatility Index

of the year, the Board met five times, and the Finance &
Investment Committee and the Audit Committee met four
times and twice respectively.

Since inception the Trust Fund produced annual rates of
return as setoutin Table 2 below. All returnsinthisreportare
stated net of investment management expenses, consistent
with industry standards.

Overview of Performance

The balance of the Fund as at December 31, 2017 was
USS90,725,154. During the financial year to December
31, 2018, the Trust Fund disbursed USS7,622,090 to cover
the funding requests of the Court and the Commission,
and received net remittances pertaining to pensions of
USS258,927 from the Court. The balance of the fund at
the end of the financial year 2018 was USS$78,214,408, after
disbursements to and remittances from the Court and the
Commission. This net movement in market value reflected
an annual return of -5.3% for 2018, bringing the annualised
and cumulative net returns since inception (April 2005) to
+4.4% p.a. and +80.3% respectively. The net balance of the
fund at the end of the financial year 2018, after deducting
amounts due to the Court with respect to non-judicial staff
pensions, was US$75,096,408.

The Markets in 2018

In stark contrast to 2017, which was characterised by a lack of
volatility in financial markets and a period of synchronized
global economic growth, the year 2018 experienced volatile
returns, primarily in the first and last quarters of the year,
and a divergence in expectations for global growth at the
beginning when compared to the end of the year. After
starting the year at 9.77, and falling to a 2018 low of 9.15 on
the second trading day of the year, the benchmark measure
of implied market volatility, the VIX', experienced its largest
one-day spike ever in February 2018, reaching a 2018 high
of 37.32, as global equity markets saw a deep sell-off, the
first for the year. The VIX spiked again in December 2018
as global equity markets experienced yet another deep sell-
off, leading to one of the worst performances from financial
markets in December in decades. At the start of the year,
the International Monetary Fund (IMF) increased global
growth forecasts for 2018 and 2019, whilst signalling the
need for caution with regard to interest rates and inflation
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rate levels. Trade protectionism, and its impact on global
growth, was a key topic at the World Economic Forum at
the start of the year, following the imposition of trade tariffs
by the US on imported washing machines and solar panels
from China. This imposition signalled the start of the trade
tensions that would prevail throughout the year, and prove
to be a key factor in investment market uncertainty in 2018.
The IMF would undertake two revisions within the year to
the growth outlook it formed at the start of 2018, revising
its numbers downward on each occasion, citing the threats
of trade tariffs, tightening financial conditions, a “no deal”
Brexit, weaker expectations for Europe, and a deeper-than-
anticipated slowdown in growth in China.

Macroeconomic concerns were a focal point throughout
2018: ongoing trade tensions between the US and China
and their potential global impact; slowing global economic
growth; political turmoil in the EU due to Brexit; the “Yellow
Vest” protest in France; and budget disputes in Italy. In
a year of less synchronised economic growth, the US
led among developed market economies, bolstered by
economic fundamentals, strong consumer spending, low
unemployment and the earnings boost to 2018 arising from
prior year tax cuts. US inflation rose from 1.6% to the 2%
target set by the US Federal Reserve, on the back of higher
wage growth, rising producer prices, and strong consumer
spending, supporting the Fed's interest rate increases
during 2018. Economic growth in the EU was disappointing
in contrast to the positive outlook at the start of the year,
as the aforementioned pressures from difficulties in Brexit
negotiations and political problems in Italy and France

weighed on financial markets. Emerging markets suffered
in 2018, as investor uncertainty around the trade tensions
between US and China and the strength of the US dollar
adversely affected these markets, despite favourable
valuations and relatively healthy economic fundamentals.

Globally, equity markets ended the year with negative
returns, some in double digits, with the majority of the
negative return concentrated in the last quarter, and in
most instances in the last month of the year. Table 1 below
highlights the quarterly and annual returns on major indices
for 2018. After mixed quarterly returns during the year, the
MSCI ACWI ended the year with a return of -9.4%. In US
equity markets, the broad DJ US Total Stock Market Index
and the S&P 500 Index posted losses of -5.3% and -4.4%
respectively for 2018. Non-US developed market equities
also provided investors with negative returns in 2018,
posting losses in three of the four quarters, and ultimately
ended the year with a return of -14.2% on the benchmark
MSCI EAFE Index. In a reversal of 2017, when emerging
market equities were the best performing asset class for the
year, the benchmark MSCI Emerging Markets Index posted
a return of -14.6% in 2018. Natural resources, which was
the best performing asset class in 2016, faced significant
challengesin 2018. The benchmark S&P Natural Resources
index posted significant losses in the last quarter of the year,
ultimately ending the year with a double digit negative return
of -21.1% in 2018, the worst performing asset class within the
portfolio. Global fixed income, as measured by the FTSE
WGBI, posted mixed quarterly returns, ending the year with
an annual return of -0.8% on the index.
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Table 1: Major Indices - Quarterly and Annual Returns 2018

MSCI ACWI -1.0% +0.5% +4.3% -12.8% -9.4%
D] US Total -0.6% +3.9% +71% -14.4% -5.3%
S&P 500 -0.8% +3.4% +7.7% -13.5% -4.4%
MSCI EAFE -1.5% -1.2% +1.4% -11.5% -14.2%
MSCI Emerging Markets +1.4% -8.0% -11% -7.5% -14.6%
Citi WGBI +2.5% -3.4% -1.6% +1.8% -0.8%
S&P Natural Resources -6.0% +12.1% -2.0% -23.5% -211%

Management of the Portfolio

The Trust Fund is an institutional endowment fund that
manages the portfolio, assisted through the services
provided by its investment advisor, Mercer Investment
Consulting, with the long-term focus necessary to achieve
the mandate of funding the Court and the Commission in
perpetuity. The strategic asset allocation of the portfolio
has been structured to attain a target rate of return over
the long-term within acceptable risk parameters, and is
diversified across a selection of growth, risk-reducing and
inflation-protection asset classes.

The benefits of maintaining a diversified strategic long-
term asset allocation have been proven throughout the
varying market conditions experienced since inception.

Source: Mercer Monthly Market Summaries and Quarterly Reports 2018

The Trust Fund earned a return of -5.3% in 2018, a year in
which there seemed to be no safe asset class, with negative
returns generated by most major indices across broad asset
classes, some in double digits, as highlighted in the index
returns provided in Table 1above.

The continuing commitment to the long-term allocation
has rewarded the Trust Fund with positive returns in nine of
the thirteen full calendar years of existence (2006 to 2018),
with returns exceeding 9% in seven of the nine positive
years. The total rates of return earned by the portfolio for
the complete calendar years since inception are shown in
Table 2.
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Table 2: Historical Fund Returns

January 1to December 31 Period Return Annualised Rate from Inception

2006
2007
2008
2009
2010
2011

2012
2013
2014
2015
2016
2017
2018

+10.4%
+9.2%
-19.5%
+15.9%
+10.3%
-1.8%
+10.1%
+12.2%
+1.6%
-3.4%
+5.0%
+17.2%
-53%

The portfolio allocation as at December 31, 2018 is provided in Chart 2:
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The Trust Fund has consistently adopted a disciplined
approach to rebalancing the portfolio in scenarios of
increasing asset prices, while maintaining the long-
term focus of the Fund. This disciplined process is a
cornerstone of prudent investing and will continue to
provide the benefit of crystallising unrealised gains, whilst
potentially reducing volatility in the Fund's returns, and
portfolio risk. Correspondingly, by reinvesting proceeds
in underperforming asset classes, which are attractively
valued for future performance, the Trust Fund may be able
to enhance its long-term return potential.

Equities, made up of US, non-US developed markets, and
emerging markets, once again comprise the majority of the
portfolio, which is consistent with the long-term strategic
asset allocation. This allocation was structured to optimise,
over the long-term, the probability of achieving the target
rate of return, whilst being cognizant of the need to
maintain appropriate risk constraints to protect the capital
of the fund.

Hedge fund of funds investments are expected to continue
to fulfil a critical role in risk reduction without significantly

sacrificing return in the long run, as they remain less than
perfectly correlated with equities. Hedge funds have the
potential to create value through active management
across different asset classes, and continue to be preferred
compared to other risk-reducing assets (cash, fixed income)
because, amongst other factors, the return outlook for the
latter remains comparatively low.

Private equity is expected to continue to contribute
positively to returnin the long run, as the existing diversified
portfolio of private equity investments progresses to the
mature stage.

Real assets, which include oil, gas and other commodities,
as well as real estate, timber, and gold, are viewed as an
inflation protection hedge within the portfolio. Continued,
albeit slowing, global economic growth, the expectation for
improving economic data in emerging market economies
and positive sentiment derived from the support for oil
prices provided by OPEC’s resumption of its role as supply
and price stabiliser in oil markets continue to support the
inclusion of inflation protection assets in the portfolio over
the long-term.
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Movement in Fund Balance

The Fund experienced a net loss in fund value before Commission to result in a net decrease in the market value
disbursements, which resulted in a negative net return  of the fund after disbursements from USS$90,725,154 at the
of -5.3% for the year. The negative return and net loss start of the year, to end 2018 at US$78,214,408.

combined with the disbursements to the Court and the

Table 3: Statement of Movement in Fund Balance - 2018, 2017 and From Inception (April 2005)

S0,
Opening Fund Balance 90,725,154 84,585,416 100,946,142
Additional Contributions 0 0 13,121,518

90,725,154 84,585,416 114,067,660
Interest & Dividends ? 767,190 862,696 21,181,580
Realised Gains/ (Losses) 3,292,064 4,541,439 26,091,600
Net Gain/(Loss) in Fair Value on Investments (8,208,924) 8,634,481 7,400,757
Investment Income (4,149,700) 14,038,616 54,673,937
Investment Management Expenses (327.914) (343,900) (4,890,256)
Net Investment Income (4,477614) 13,694,716 49,783,681
Trust Fund Administrative Expenses 3 (669,969) (759,133) (9,092,338)
Net Gain/(Loss) in Fund Before Disbursements (5,147,583) 12,935,583 40,691,343
Disbursements to Court & Commission (7,622,090) (7113,555) (79,907,611)
Net Receipts from Court & Commission 258,927 317,710 3,363,016
Ej;E:;ig?i;g‘:b“iifignce (excluding (12,510,746) 6139,738 (35,853,253)
Fund Balance @ December 31 78,214,408 90,725,154 78,214,408
Due to Court re non-judicial staff pensions (3,118,000) (2,834,000) (3,118,000)
Closing Net Fund Balance 75,096,408 87,891,154 75,096,408

2 Including Net Foreign Exchange Gains/ (Losses)
3 Including Depreciation
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Investment management expenses decreased by
USS$15,986 (-5%), primarily due to the decrease in asset
values under management during the year. The Trust Fund
maintained its commitment to a disciplined rebalancing
approachandrecorded net Realised Gains of USS3,292,064,
crystallising mark to market gains during the year on assets
for which there had been a significant increase in market
value, despite the overall decrease in asset values onan end
of year basis.

Administrative expenses showed a decrease of US89,164
(-12%) in the current financial year. The ratio of investment
management expenses plus administrative expenses of the
Trust Fund expressed as a percentage of the average fund
balance was 1.2%, in line with the average of 1% maintained
in all previous years since inception of the portfolio in
2005, and consistent with expense ratios for international
endowment funds.

The Fund recorded a Net Loss before Disbursements of
USS5,147,583 for the financial year. This decreased the
cumulative Net Gain in the Fund before Disbursements
since inception to US$40,691,343. Disbursements to fund
the expenses of the Court and the Commission amounted
to US$7,622,090 in the financial year ended December 31,
2018, bringing cumulative disbursements since inception to
USS79,907,611,which representsacumulative disbursement
of approximately 70% of the total capital received. The Trust
Fund received USS$258,927 from the Court during the
financial year which comprised net remittances pertaining
to non-judicial staff pensions. The Fund experienced a net
negative change in 2018, after disbursements and total
expenses, of US$12,510,746.

The fund balance, after disbursements to and receipts
from the Court and the Commission of USS$7,622,090
and USS258,927 respectively, investment losses of
USS$4,477,614 and total expenses of the Trust Fund
(including investment management expenses) of
USS$997,883 in 2018, amounted to US$78,214,408 at the
end of the financial year.

Outlook for 2019

The World Bank has forecasted a slowdown in global
economic growth over the next three years, with estimates
of global GDP growth of +3.0% in 2018, forecast of
+2.9% growth in 2019, and a further slowdown to +2.8%

“http://www.worldbank.org/en/publication/global-economic-prospects

in 2020/20214. The report cites elevated trade policy
uncertainty, and its negative impact on confidence and
investment globally, geopolitical risks, and decelerating
growth in China. The report further notes that economic
activity in China remains robust, with the negative impact of
trade tensions and slowing growth buffered by calibrated
policy interventions. The growth outlook of the IMF was
more optimistic over the same period, with estimates of
global GDP growth of +3.7% in 2018, and forecasted growth
(at October 2018) of +3.7% in 2019°. On January 21, 2019, the
IMF subsequently revised its forecasted growth downward
to +3.5% in 2019, and to +3.6% in 2020. This revision was the
third from the start of 2018 and cited the potential negative
impacts of trade tariffs, tightening financial conditions, a “no
deal” Brexit, weaker expectations for Europe, and a deeper
than anticipated slowdown in China.

The main themes prevailing at the start of 2019 are:
® slowing global economic growth

e volatility arising from trade tensions and global
political uncertainty

® positioning for the late cycle in the US
e the outlook for corporate earnings growth
® interest rate risk

Both the IMF and the World Bank have taken the view that
there are primarily downside risks to the economic growth
outlook in the near future, with limited upside, citing the
impact of a trade war as a grave concern. As the year has
started with a prolonged shutdown of the US Government
and the resounding defeat of the beleaguered UK Prime
Minister's Brexit deal in the UK parliament, heightened
volatility prevails. Volatility could reasonably be expected
to continue given the political hurdles ahead for the major
European economies. With specific regard to the near term
risk associated with Brexit, the deadline set for finalisation of
a possible deal looms near the end of March 2019, with a real
possibility of a “no deal” Brexit and a best case hope for an
extension of the deadline.

A late economic cycle is characterised by rising inflation,
tightening monetary policy, slower growth, low
unemployment, high consumer confidence, tight but rising

5 https://www.imf.org/en/Publications/WEO/Issues/2018/09/24/world-economic-outlook-october-2018
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credit spreads and expensive equity markets, all of which
could reasonably be seen to currently exist in the US. In a
late cycle phase, equities typically continue to outperform
most asset classes. Thus, equities should still be favoured
unless valuations become too stretched or a contraction
takes shape. However, the performance of different sectors
may diverge substantially, which could enhance the benefits
to be derived by investors from active management.

Rising interest rates are less of a problem if accompanied
by global economic growth. The inflation rate in the US
has reached its target 2% level and economic growth in
the US is expected to remain strong. The median forecast
at December 2018 for the benchmark rate set by the US
Federal Reserve was 2.875% at end of 2019 and 3.125%
at end of 2020, with 2 rate hikes in 2019 and 1 rate hike in
2020 expected by the markets®. Should there be a pause
in monetary tightening by the US Federal Reserve as
compared to current expectations, equity markets could
experience a strong rally. If this were accompanied by a
resolution of trade tensions, there could also be significant
positive impact on EM equities and local currency debt.

Summary

The Trustees continue to manage the assets of the Trust
Fund in keeping with its stated investment philosophy
and the long-term objective of funding the Court and the
Commission in perpetuity. In 2018, the Trustees remained
cognizant of the long-term goal, whilst repositioning the
portfolio appropriately to adjust to market conditions.

Contributions received from the participating Member
Governments and the Government of the Commonwealth
of the Bahamas have amounted to US$114,067,660 since
inception. After total net disbursements to the Court and the

& https://www.bloomberg.com/graphics/fomc-dot-plot/

Commission of USS$76,544,595 and total expenses of the
Trust Fund of USS$13,982,594 since inception, the balance of
the Fund as at December 31, 2018 is US$78,214,408.

The Trust Fund recorded a return of -5.3% for 2018,
which brought the annualised and cumulative net returns
since inception (April 2005) to +4.4% p.a. and +80.3%
respectively.

The importance of maintaining a diversified long-term
strategic asset allocation has been proven throughout the
varying market conditions experienced since the Trust
Fund's inception in 2005. The Trust Fund's portfolio is
appropriately spread across different asset classes, and the
resultant diversification effect reduces the inherent risk of
the portfolio. The Board of Trustees remains confident that
the strategic asset allocation of the portfolio will enable
the achievement of the Trust Fund'’s long-term objectives,
despite potential variability in annual returns.

Appreciation

| would like to thank the Board of Trustees and its various
Committees, for continuing to employ a prudent and
proactive approach in guiding the Trust Fund along the
path of fulfilling its long-term objective. The Board would
like to record appreciation for the continued contribution
of our independent investment adviser, Mercer Investment
Consulting. The Board would also like to extend appreciation
to the Management Team for their continued diligence and
professional commitment throughout the year.

Dr. Linton Lewis
Chairman
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INDEPENDENT AUDITOR’S REPORT
TO THE TRUSTEES OF CARIBBEAN COURT OF JUSTICE TRUST FUND

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Caribbean Court of Justice Trust Fund (“the Fund”), which comprise the
statement of financial position as at 31 December 2018, and the statement of comprehensive income, statement of changes

in fund balance and statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
Fund as at 31 December 2018 and its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs").

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 Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Fund in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (“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.

Other information included in the Fund’s 2018 Annual Report

Otherinformation consists of theinformationincludedinthe Fund’'s 2018 Annual Report, otherthanthe financial statements
and our auditor’s report thereon. Management is responsible for the other information. The Fund’s 2018 Annual Report is
expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

Responsibilities of Management and the Board of Trustees for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRSs,
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.

The Board of Trustees is responsible for overseeing the Fund's financial reporting process.

Auditor’s 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 auditor’s 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

®
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INDEPENDENT AUDITOR’S REPORT
TO THE TRUSTEES OF CARIBBEAN COURT OF JUSTICE TRUST FUND
(Continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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:

|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.

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.

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

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 auditor’s 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 auditor’s report. However, future events or conditions may cause the Fund to cease to
continue as a going concern.

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 the Board of Trustees 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.

S S

Port of Spain,
TRINIDAD
29 July 2019
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STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Notes

Assets

Cash and cash equivalents 4
Accounts receivable

Interest receivable

Other assets

Investments at fair value through profit or loss 6
Property, plant and equipment 8

Total assets

Liabilities

Accounts payable and accrued expenses

Due to Court - non-judicial staff pensions 16
Total liabilities

Total net assets

Fund balance
Capital contributions 9
Retained deficit

Total fund balance

2018
uUss$

1,260,418
5,973
4,534
8,468

76,930,647

86,365

78,296,405

81,997
3,118,000

3,199,997

75,096,408

114,067,660
(38,971,252)

75,096,408

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

These financial statements were approved by the Board of Trustees and authorised for issue on 29 July 2019 and are

signed on its behalf by:

M : Trustee

(@'&JW‘_"\ : Trustee

2017
uss

3,820,725
5,990
34,870
8,498
86,943,849
107,873

90,921,805

196,651
2,834,000

3,030,651

87,891,154

114,067,660
(26,176,506)

87,891,154
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STATEMENT OF COMPREHENSIVE INCOME FOR

THE YEAR ENDED 31 DECEMBER 2018

Income

Interest and other income

Dividends

Realized gain on investments

Gain on sale/disposal of property, plant and equipment

Net Unrealised (loss)/gain on investments at fair value through profit or loss

Expenditure

Staff costs

Investment management expenses
Board expenses

Property related expenses

General administrative expenses
Professional fees

Depreciation

Net operating (lLoss)/income for the year

Net foreign exchange loss

Net (loss)/income for the year

Other comprehensive income

Total comprehensive (loss)/income for the year

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

Notes

10

10

2018 2017
uUss uUss

93,610 130,635
678,375 734,766
3,292,064 4,541,439
- 101
(8,208,924) 8,634,481
(4,144,875) 14,041,422
358,291 441,873
327,914 343,900
100,960 107,313
84,738 84,358
73,418 76,030
25,490 25,788
27,072 23,771
997,883 1,103,033
(5,142,758) 12,938,389

(4,825) (2,806)
(5,147,583) 12,935,583
(5,147,583) 12,935,583
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STATEMENT OF CHANGES IN FUND BALANCE

FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 January 2017
Total comprehensive income for the year
Change in accumulated value
due to Court (Note 16)
Transfers to the Court (Note 18)

Balance at 31 December 2017

Balance at 1 January 2018

Total comprehensive loss for the year
Change in accumulated value due to Court (Note 16)
Transfers to the Court (Note 18)

Balance at 31 December 2018

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

Capital Retained Fund
contributions deficit balance
uss Uss uUss
114,067,660 (31,744,244) 82,323,416
- 12,935,583 12,935,583
- (254,290) (254,290)
(7113,555) (7113,555)
114,067,660 (26,176,506) 87,891,154
114,067,660 (26,176,506) 87,891,154
- (5,147,583) (5,147,583)
- (25,073) (25,073)
- (7,622,090) (7,622,090)
114,067,660 (38,971,252) 75,096,408
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Notes
Operating activities
Net (loss)/income for the year

Adjustments to reconcile net (loss)/ income
to net cash flows:

Depreciation 8
Gain on sale of property, plant and equipment

Interest income

Dividend income

Net foreign exchange differences

Decrease in accounts receivable and other assets

(Decrease)/increase in accounts payable and accrued expenses

Other movements included in net income

Purchase of investments

Redemption of investments

Net realised and unrealised losses/(gains) on investments

Interest received
Dividends received

Net cash flows generated from operating activities

Investing activities
Purchase of property, plant and equipment 8
Proceeds from disposal of property, plant and equipment

Net cash flows used in investing activities

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

2018 2017
uss uss$
(5,147,583) 12,935,583
27,072 23,771

- (101)
(82,663) (130,635)
(678,375) (734,766)
(314) 35,280

47 2713
(114,654) 79,059
(1,045) (20,876)
(9,937,849) (7183,054)
15,059,818 17,237,628
4,916,860 (13,175,920)
4,041,314 9,068,682
88,678 96,928
678,375 734,766
4,808,367 9,900,376
(5,511) (46,945)

- 1,613

(5,511) (35,332)
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

Notes
Financing activities
Funds received from the Court re non-judicial staff pensions 16
Transfers to the Court 18
Net cash flows used in financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 4

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

2018 2017

uss uss
258,927 317,710
(7,622,090) (713,555)
(7,363,163) (6,795,845)
(2,560,307) 3,069,199
3,820,725 751,526
1,260,418 3,820,725
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. General information and principal activities

The Caribbean Court of Justice Trust Fund (the Trust Fund) was established by the CARICOM Heads of Government
(the Members) in accordance with the “Revised Agreement establishing the Caribbean Court of Justice Trust Fund”
(the Agreement) effective 27 January 2004. The Board of Trustees was inaugurated at its first Meeting on 22 August
2003, and operations commenced on 1 May 2004.

The Trust Fund operates as a legal entity under the Agreement which is registered in accordance with the provisions
of Article 102 of the Charter of the United Nations. The Trust Fund is not amenable to the jurisdiction of any one
sovereign state. It is domiciled in the Republic of Trinidad and Tobago, and its registered office is at 22 Cornelio
Street, Woodbrook, Port of Spain, Trinidad and Tobago. The Trust Fund currently employs six (6) members of staff.

The Agreement establishes certain privileges and immunities to enable the Trust Fund and its Officers to discharge
its duties and responsibilities. In accordance with Article XII of the Agreement the Trust Fund, its assets, property,
income and its operations and transactions are exempt in its country of domicile (Trinidad and Tobago) from all
taxation, all customs duties ongoodsimported forits official use and all otherimposts. The privileges and immunities
are encompassed in the Headquarters Agreement established with the Government of Trinidad and Tobago.

The purpose of the Trust Fundis to provide the resources necessary to finance the capital and operating budget of the
Caribbean Court of Justice (the Court) and the Regional Judicial and Legal Services Commission (the Commission)
in perpetuity. Its principal activity is the management of an endowment fund. The investment objective is to seek
medium to long-term capital growth through investment in a diversified portfolio of tax-efficient international
instruments, including equity and equity-related instruments, alternative investment securities and fixed income, in
order to produce an optimal net long-term rate of return with reasonable security of capital.

The Trust Fund has engaged Mercer Investment Consulting Inc. as independent Investment Adviser. The Trust
Fund's Custodian is State Street Bank and Trust Company.

The Trust Fund enters into direct agreements with asset managers and also makes direct purchases of appropriate
mutual funds and other approved financial instruments. Each asset manager invests and reinvests the securities,
cash and/or other investments held in accordance with the Trust Fund'’s investment objectives. Investments may
be made in, but are not limited to, securities of any kind, including stocks, warrants, options, rights, corporate or
government bonds or notes issued by United States (US) or foreign issuers and shares of money market mutual
funds.

2. Significant accounting policies

2.1 Basis of preparation

These financial statements are presented in US dollars (USS), the Trust Fund's functional and presentation
currency, and have been prepared in accordance with International Financial Reporting Standards (IFRS) on
a historical cost basis, except for financial assets measured at fair value through profit or loss.

2.2 Changes in accounting policies

The accounting policies adopted in the preparation of the financial statements are set out below and have
been consistently applied to the years presented, unless otherwise stated.
®
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.2

Changes in accounting policies (continued)

New standards and amendments/revisions to published standards and interpretations effective in 2018

The following amendments to published standards are mandatory for accounting periods beginning on or
after 1 January 2018:

IFRS 9: Financial Instruments

The final version of IFRS 9: Financial Instruments (IFRS 9) was issued in July 2014. IFRS 9 replaces IAS
39: Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9
introduces new requirements for and brings together all three aspects of the accounting for financial
instruments: classification and measurement, impairment and hedge accounting.

In 20712 the Trust Fund elected to early adopt IFRS 9: Financial Instruments: Classification and
Measurement (2010) in advance of the then mandatory date of 1January 2015. IFRS 9 Phase 2 and 3 is
effective for annual periods beginning on or after 1January 2018.

Impairment

IFRS 9 replaces the ‘incurred loss' model in IAS 39 with a forward-looking ‘expected credit loss' (ECL)
model. IFRS 9 requires the Trust Fund to record an allowance for ECLs for all financial assets not held
at fair value through profit and loss. The allowance is based on the ECLs associated with the probability
of default in the next twelve months unless there has been a significant increase in credit risk since
origination.

The Trust Fund holds its debt instruments at fair value through profit and loss. These classifications will
not result in an allowance for ECL for the Trust Fund.

New standards and amendments/revisions to published standards and interpretations effective in 2018
but not applicable to the Trust Fund

A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning on or after 1 January, 2018. The Trust Fund has not adopted the following new and revised IFRSs
and IFRIC interpretations that have been issued. The amendments had no impact on the Trust Fund's
financial statements.

IFRS 15: Revenue from Contracts with Customers
Amendments to IAS 40: Investment Property: Transfers of Investment Property

Amendments to IFRS 2: Share-based Payments: Classification and Measurement of Share-based
Payment Transactions

Amendments to IFRS 4: Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4
Insurance Contracts

@)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.2

Changes in accounting policies (continued)

New standards and amendments/revisions to published standards and interpretations effective in 2018
but not applicable to the Trust Fund (continued)

° IFRIC 22: Foreign Currency Transactions and Advance Consideration
° Annual Improvements to IFRSs 2014 - 2016 Cycle:

- IFRST: First-time Adoption of International Financial Reporting Standards: Deletion of short-term
exemptions for first time adopters

- Amendments to IAS 28: Investments in Associates and Joint Ventures — Measuring investees at
fair value through profit or loss on an investment-by-investment basis

New standards, interpretations and revised or amended standards that are not yet effective and have not
been early adopted by the Trust Fund

The following is a list of new IFRSs, interpretations and amendments that are not yet effective for annual
periods beginning on or after 1 January 2018 and which have not been early adopted by the Trust Fund.
Management is currently evaluating the impact of adoption, but does not anticipate there would be a material
impact on the Trust Fund's financial statements.

Effective 1January 2019:
° IFRS 9: Financial Instruments - Amendments - Prepayment Features with Negative Compensation

° IFRS10and IAS 28: Amendments - Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture.

. IFRS 16 Leases (IFRS 16) replaces IAS 17: Leases (IAS 17) and specifies how to recognize, measure,
present and disclose leases. IFRS 16 provides a single lessee accounting model which requires the
recognition of assets and liabilities for all leases, unless the lease term is 12 months or less, or the
underlying asset has a low value.

IFRS 16 eliminates the IAS 17 dual accounting model for leases which distinguishes between on-
balance sheet finance leases and off-balance sheet operating leases and has now been replaced with
a single on-balance sheet accounting model, similar to current finance lease accounting. Lessees
will now be required to separately recognise interest expense on the lease liability and depreciation
expense on the asset, in the income statement.

Lessoraccounting remains substantially unchanged from accounting under IAS17. Lessors will continue
to classify all leases using the same classification principle as in IAS 17 and distinguish between two
types of leases (operating and finance leases).

° IAS 19 Employee Benefits - Amendments - Plan Amendment, Curtailment or Settlement

@
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.2 Changes in accounting policies (continued)

2.3

New standards, interpretations and revised or amended standards that are not yet effective and have not
been early adopted by the Trust Fund (continued)

Effective 1January 2019 (continued)

° IAS 28 Investment in Associates and Joint Ventures - Amendments - Long-term Interests in Associates
and Joint Ventures

° Annual Improvements to IFRSs 2015 - 2017 Cycle:

- IFRS 3 Business Combinations - Previously held interests in a joint operation

- IFRS 11 Joint Arrangements - Previously held interests in a joint operation

- |IAS 12 Income Taxes - Income tax consequences of payments on financial instruments
classified as equity

- |AS 23 Borrowing Costs - Borrowing costs eligible for capitalisation

° IFRIC 23 Uncertainty over Income Tax Treatments
Effective 1 January 2020:

° Conceptual Framework for Financial Reporting
Effective 1January 2022:

° IFRS 17 Insurance Contracts

Summary of significant accounting policies

a) Cash and cash equivalents

Cash and cash equivalents consist of highly liquid investments with original maturities of three
months or less and are carried at cost, which approximates fair value.

b) Financial instruments

In accordance with its business model (refer to Note 6), the Trust Fund's financial instruments
(financial assets and financial liabilities) are classified as at fair value through profit or loss.

The Trust Fund's financial instruments are recognised in its statement of financial position when it
becomes a party to the contractual obligation of the instrument.

Regular purchases and sales of investments are recognized on the trade date, the date on which
the Trust Fund commits to purchase or sell the asset.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2. Significant accounting policies (continued)

2.3 Summary of significant accounting policies (continued)

b) Financial instruments (continued)

A financial asset is derecognized when the rights to receive the cash flows from the asset have
expired or where all the risks and rewards of ownership of the asset have been transferred. A
financial liability is derecognized when the obligation under the liability is discharged, cancelled
or expires.

9] Financial assets

The Trust Fund's financial assets include investment securities, cash and cash equivalents (cash,
money market accounts and income funds), interest receivable and other current assets.

IFRS 9 requires all financial assets, on initial recognition, to be classified as measured at either
amortised cost or fair value, depending on the business model (refer to Note 6) for managing the
financial assets and the contractual cash flows. In accordance with its business model, the Trust
Fund’s financial assets are classified as at fair value through profit or loss.

Initial recognition and subsequent measurement

The Trust Fund'’s financial assets are initially measured at fair value. All recognised financial assets
are subsequently measured at either amortised cost or fair value depending on their classification.

Transaction costs that are directly attributable to the acquisition of financial assets classified at fair
value through profit or loss are recognised immediately in profit or loss.

If the asset is not subsequently measured at fair value through profit or loss, then the initial
measurement is at fair value plus transaction costs that are directly attributable to the acquisition
of the asset.

Reclassification

If the Trust Fund'’s business model for managing its financial assets changes, those assets must be
reclassified. Such reclassification shall be applied prospectively from the reclassification date, and
any previously recorded gains, losses or interest shall not be restated.

For financial assets measured at fair value which are reclassified, the fair value is determined at
the reclassification date. Any gain or loss arising from a difference between the previous carrying
amount and fair value is recorded in profit or loss.

For financial assets measured at amortised cost which are reclassified, the fair value at the
reclassification date becomes its new carrying value.

@
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

(Continued)

2. Significant accounting policies (continued)

2.3  Summary of significant accounting policies (continued)

o]

Financial assets (continued)

Financial assets at amortised cost

In accordance with IFRS 9, only debt instruments are measured at amortised cost. All other
financial assets are measured at fair value.

The Trust Fund may irrevocably elect at initial recognition to designate a debt instrument that
meets the amortised cost criteria as at fair value through profit or loss, if doing so eliminates
or significantly reduces an accounting mismatch had the debt instrument been measured at
amortised cost.

Only debt instruments measured at amortised cost are tested for impairment.

Debt instruments are measured at amortised cost, less impairment loss if applicable, if both of the
following criteria are met:

i) the asset is held within a business model whose objective is to hold assets in order to
collect the contractual cash flows; and

ii) the contractual terms of the instrument represent solely payments of principal and interest
on the principal amount outstanding.

If either of the two amortised cost criteria is not met, debt instruments are to be classified as at fair
value through profit or loss.

Subsequent to initial recognition, should the objective of the business model change such that
the amortised cost criteria are no longer met, the Trust Fund is required to reclassify the debt
instruments from amortised cost to fair value through profit or loss. Reclassification of debt
instruments that are designated as at fair value through profit or loss on initial recognition is not
allowed.

Interest is recognized on an effective interest basis for debt instruments measured at amortised
cost. Interest income is recognized in profit or loss and is included in the line item captioned
“Interest income”.

Financial assets at fair value through profit or loss

Financial assets other than those classified as financial assets at amortised cost are classified as at
fair value through profit or loss (FVTPL), and subsequently measured at fair value, with any gains
or losses arising on re-measurement of fair value recognised in profit or loss, and reflected in the
line item captioned “Net gain/(loss) in fair value on investments at fair value through profit or loss™.

Debt instruments that do not meet the amortised cost criteria described above, or that meet the
criteria, but the Trust Fund has chosen to designate as at fair value through profit or loss at initial
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2. Significant accounting policies (continued)
2.3 Summary of significant accounting policies (continued)
Q) Financial assets (continued)

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

recognition, are measured at FVTPL. Interest income on debt instruments at FVTPL is recognised
in profit or loss under the line item captioned “Interest income”.

Investments in equity instruments are mandatorily classified and measured at FVTPL. Equity
investments that are held for trading must be measured at FVTPL. A financial asset is held for

trading if:

i) it has been acquired principally for the purpose of selling it in the near term, or

i) oninitial recognition, it is part of a portfolio of identified financial instruments that the Trust
fund manages together and has evidence of a recent actual pattern of short-term profit
taking.

For equity investments that are not held for trading, the Trust Fund may elect on initial recognition
to designate those investments as at fair value through other comprehensive income (FVTOCI)
and to present gains and losses on those instruments in other comprehensive income.

Dividend income on investments in equity instruments at FVTPL is recognised in profit or loss
under the line item captioned “Dividends”.

Financial assets at fair value through other comprehensive income

Designation as at fair value through other comprehensive income (FVTOCI) is not permitted if an
equity instrument is held for trading.

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction
costs. Subsequently they are measured at fair value, with fair value unrealised and realised gains
and losses recognised in other comprehensive income and accumulated in revaluation reserves.

For equity instruments that are not held for trading, the Trust Fund may make an irrevocable
election at initial recognition, on an instrument-by-instrument basis, to designate them as
at FVTOCI, with fair value unrealised and realised gains and losses presented through other
comprehensive income.

Gains or losses on equity instruments measured at FVTOCI can never subsequently be reclassified
to profit or loss, and no impairments are recognised in profit or loss. When the asset is disposed
of, the cumulative gain or loss previously accumulated in revaluation reserves is reclassified to
retained earnings, and not to profit or loss.

Dividends earned for such investments are recognised in profit or loss and are included in the line

item captioned “Dividends”.
®
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.3

Summary of significant accounting policies (continued)

d)

e)

Financial liabilities

The Trust Fund’s financial liabilities include accounts payables, accrued liabilities and amounts
due to the Court.

Initial recognition and subsequent measurement

The Trust Fund'’s financial liabilities are initially measured at fair value and are subsequently
measured at either FVTPL or at amortised cost. Transaction costs that are directly attributable
to the issue of financial liabilities that are not at FVTPL, are deducted from the fair value of the
financial liability.

For changes in fair value of a financial liability designated at FVTPL which are attributable to
changes in the credit risk of that liability, that part of a fair value change due to the Trust Fund’'s own
credit risk will be recorded in other comprehensive income rather than in the income statement,
unless this creates an accounting mismatch.

Fair value measurement

The Trust Fund measures its investments in financial instruments at fair value at each reporting
date. Fair value related disclosures for financial instruments that are measured at fair value are
reflected in Note 7.

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

The fair value of an asset or liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

The fair value for financial instruments traded in organized financial markets is based on their
quoted market prices for those instruments at the reporting date. A market is regarded as active
if transactions for the asset or liability take place with sufficient frequency and volume to provide
pricing information on an ongoing basis.

If there is no quoted price in an active market, and the instrument is not actively traded on
recognized exchanges, fair value is determined using valuation techniques (e.g. discounted cash
flow analysis or industry accepted valuation models) that maximise the use of relevant observable
inputs and minimise the use of unobservable inputs. Where discounted cash flow techniques are
used, future cash flows are based on best estimates and the discount rate is a market related rate
at the reporting date for an instrument with similar terms and conditions. The chosen valuation

@)



Caribbean Court of Justice Trust Fund ANNUAL REPORT | 2018

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

(Continued)

2. Significant accounting policies (continued)

2.3  Summary of significant accounting policies (continued)

e)

f)

9)

Fair value measurement (continued)

technique incorporates all of the factors that market participants would take into account in pricing
atransaction.

For financial reporting purposes, fair value measurements are categorised within the fair value
hierarchyinto Level1, 2 or 3 based on the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair value measurement in its entirety (Refer
to Note 7), which are summarised as follows:

° Level 1 inputs are quoted market prices (unadjusted) in active markets for identical
instruments that can be accessed at the measurement date.

° Level 2 inputs are inputs, other than quoted prices included in Level 1, that are observable for
the asset or liability, either directly or indirectly;

° Level 3 inputs are unobservable inputs for the asset or liability.

Transfers between levels of the fair value hierarchy are deemed to have occurred at the date of the
event or change in circumstances during the reporting period.

Property, plant and equipment

Property is stated at cost net of accumulated depreciation. Depreciation is provided for at
rates expected to write off the cost of the assets over their estimated useful lives. Leasehold
improvements are depreciated over the period of the lease.

Depreciation on all classes of property, plant and equipment is computed as follows:

Rate Basis
Motor vehicles 25% Reducing balance
Equipment, furniture and fittings 12 2% - 50% Straight line
Leasehold improvements 337/5% Straight line

Gains and losses on disposal of property, plant and equipment are determined by reference to
their carrying amounts and are taken into account in determining net income. Costs of repairs are
charged to the statement of profit or loss and comprehensive income when the expenditure is
incurred.

Operating lease

Operating leases are leases that do not transfer substantially all the risks and rewards of ownership
to the lessee. Payments made under operating leases are recognized as an expense in the
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.3

Summary of significant accounting policies (continued)

g)

h)

Operating lease (continued)

statement of profit or loss and comprehensive income on a straight-line basis over the period of
the lease.

The Trust Fund has entered into a one year operating lease for the occupation of its registered
office (refer to Note 19). Either party has the option to terminate the agreement by serving notice
inwriting.

Capital contributions

Members' contributions are accounted for on an accruals basis. Third party contributions have been
received from the Government of the Commonwealth of the Bahamas which is not a participant in
the Court. As described in Note 9, it was agreed amongst the Members that the Government of the
Commonwealth of the Bahamas will make such contributions in accordance with Article IV of the
“Revised Agreement Establishing the Caribbean Court of Justice Trust Fund”.

Court and Commission pensions

Non-Judicial Staff pensions

The Court provides its non-judicial staff and staff of the Commission with a defined contribution
pension plan. Under this plan, the employees of the Court and the Commission make contributions
which are deducted from their salaries and are matched with employer contributions from the
Court and the Commission.

These contributions are remitted to the Trust Fund by the Court periodically and upon receipt the
Trust Fund records a liability under the heading ‘Due to Court - Non-judicial staff pensions’ (refer
to Note 16).

Balances accumulated under this plan are calculated by an independent third party administrator
on behalf of the Court and the Commission, in accordance with an agreed formula between the
Court and the Commission and their employees. The administrator advises the Court and the
Commission of the accumulated amounts at the end of each financial year.

Based on the administrator’s report, the Trust Fund records any resulting change in accumulated
values against the amount shown as ‘Due to Court - Non-judicial staff pensions’.

When a staff member reaches retirement, the Court’s actuary will determine the pension
entitlement for that employee based on their accumulated balance using appropriate actuarial
assumptions. The Trust Fund will, at the request of the Court, provide to the Court the funds
necessary to pay the pension for each employee on this basis. These amounts are treated as
distributions from the heading ‘Due to Court - Non-judicial staff pensions’ and are accounted for
when disbursements are made.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2. Significant accounting policies (continued)

2.3  Summary of significant accounting policies (continued)

i) Court and Commission pensions (continued)
Judges’ pensions

The Court provides its judges with a defined benefit pension plan. An actuarial valuation is
obtained by the Court at the end of each financial year in respect of the pension arrangements for
its judges (refer to Note 17). The Trust Fund pays the pension obligations of the Court for judges
as they fall due. These amounts are not recorded as a liability of the Trust Fund, and are treated as
distributions out of the fund balance and accounted for when disbursements are made.

j) Transfers to/from the Court

The Court submits biennial budgets in relation to the expenditure requirements of the Court and
the Commission. These projections are considered by the Board of Trustees and, after consultation,
the necessary financing is remitted to the Court upon request.

Disbursement requests made by the Court include pension payments for judges. These amounts
are treated as distributions out of the fund balance and are accounted for when disbursement
requests by the Court are made, after approval by the Board of Trustees.

Funds surplus to the Court’s requirements in any year may be returned to the Trust Fund. These
funds are treated as credits to the fund balance, and accounted for when remitted by the Court
(refer to Note 18).

k) Revenue and expenditure

Income and expenditure are accounted for on the accruals basis. Interest income includes coupons
earned on fixed income investments, as well as accrued discounts on treasury bills and other
discounted investments. Dividend income is recognised when the right to receive the income is
established, usually the ex-dividend date.

1) Foreign currency translation

The financial statements are presented in United States dollars, which is the functional and
presentation currency of the Fund. Transactions in foreign currencies including Trinidad and
Tobago currency are translated at exchange rates at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies are retranslated at the closing rate at the reporting
date and any gains or losses arising are taken to the statement of comprehensive income.

Non-monetary items that are measured in terms of historical cost in foreign currencies are
translated using the exchange rate at the date of the initial transaction. Non-monetary items
measured at fair value in a foreign currency are translated at the exchange rates at the date the fair
value was determined. Foreign exchange gains or losses thus arising are recognised consistently
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Continued)

2.

Significant accounting policies (continued)

2.3 Summary of significant accounting policies (continued)

1) Foreign currency translation (continued)

with the fair value gains or losses, directly in the fund balance or the statement of profit or loss and
comprehensive income as appropriate.

m) Taxation

The Trust Fund is exempt from all forms of taxation in Trinidad and Tobago, its country of domicile,
including taxes on interest income, dividends and capital gains, as well as withholding taxes.
Dividend income in some jurisdictions is subject to withholding taxes which are deducted at the
source of the income. Dividend income is reflected net of withholding taxes where applicable.

Significant accounting judgements and estimates

The preparation of financial statements in conformity with IFRS requires Management to make certain significant
estimates, assumptionsand judgementsthat affectamountsreportedinthe financial statements and accompanying
disclosures. Actual results could differ from these estimates. Management has made the following judgements in
the application of accounting policies which may have the most significant effect on the amounts reported in the
financial statements.

Fair value of financial instruments

For financial instruments that trade infrequently and have little price transparency, fair value requires varying
degrees of judgement depending on liquidity, concentration, uncertainty of market factors, pricing assumptions
and other risks affecting the specific instrument. The fair value of the financial instruments is determined using a
variety of valuation techniques that included the use of valuation models. The inputs for these models are taken
from observable markets where possible, but where this is not feasible, estimation is required to establish fair
values. These estimates included considerations of liquidity, credit risk and volatility.

Changes in assumptions about these factors could affect the reported fair value of financial instruments in
the statement of financial position and the level where the instruments are disclosed in the fair value hierarchy.
Information about the valuation techniques and inputs used in determining the fair values are disclosed in Note 7.

Classification of investments

Management evaluates at the time of acquisition of its financial instruments whether they should be classified as
at amortised cost, FVTPL or FVTOCI. Management has considered the detailed criteria for determination of such
classification, including its business model (Refer to Note 6), and is satisfied that its investments are properly
classified as at FVTPL.
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4. Cash and cash equivalents 2018 2017
Uss uss
Cash at bank 225,008 72,673
Money market accounts 32,356 32,038
Income funds 1,003,054 3,716,014
1,260,418 3,820,725

5. Fair values of financial instruments

The Trust Fund determines the fair value of all financial assets and liabilities at the reporting date and separately
discloses this information where these fair values are different from carrying amounts. The fair value of the Trust
Fund'’s financial assetsisincluded at the amount at which the instrument could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale.

For financial assets and liabilities that are liquid or have a maturity of less than three months, the carrying value is
deemed to approximate their fair values due to the short-term maturities of those instruments. These include cash
and cash equivalents, interest receivable and other current assets, accounts payable and other current liabilities.

The carrying values of the financial instruments in the financial statements equate the fair value.

6. Investments at fair value through profit or loss

In accordance with its business model, the Trust Fund's investments are classified as at FVTPL.
Business model

The Trust Fund’s investments are traded in organized financial markets. Transactions are recorded on a trade date
basis and interest is recognized when earned. Private Equity Funds of Funds and Hedge Funds of Funds investments
are valued at year-end based on net asset values (NAVS).

The Trust Fund'’s business model has been determined based on the way in which the investment portfolio is
managed, as well as the way in which the information is provided to the Board. Factors considered include the
policies and objectives outlined in the Investment Guidelines and the application thereof, the basis for disposal of
investments, the process utilized by Management in monitoring and assessing the performance of the portfolio,
and the basis upon which the Board evaluates the performance of the portfolio.
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6.

Investments at fair value through profit or loss (continued)

Business model (continued)

The Trust Fund'’s financial instruments are not acquired with the explicit intention to hold over the long term to
maturity or in perpetuity, although some assets may be held to maturity.

While the portfolio’s focus and objective are long-term in nature, each asset is individually assessed on an ongoing
basis and may be disposed of prior to maturity for the following reasons, among others:

° to realise capital gains;
° if liquidity is required; and
° desired changes to the asset allocation.

The Trust Fund has therefore designated all of its financial instruments as at FVTPL since those assets are managed,
evaluated and reported internally on a fair value basis and are not expected to be held for the medium to long-term
for strategic purposes.

Set out below are the Trust Fund's financial instruments, excluding those with carrying amounts which are
reasonable approximations of fair value (refer to Note 5)

2018 2017

Uss uss

Fixed income securities 549,287 1,515,557
Equities 42,184,696 53,242,921
Private equity funds of funds 9,004,871 8,254,393
Hedge funds of funds 18,503,734 19,946,393
Money market funds 3,120,593 489,519
Debt funds 3,567,466 3,495,066
76,930,647 86,943,849

®@
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7.

Financial instruments - fair value

IFRS 13 requires disclosures relating to fair value measurements using a three-level fair value hierarchy.

Fair value hierarchy

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

° Level 1. derived from inputs that are quoted market prices (unadjusted) in active markets for identical
instruments.

° Level 2: derived from inputs other than quoted prices included in Level 1, that are observable for the asset,
either directly (i.e. as prices), or indirectly (i.e. derived from prices). This category includes instruments
valued using quoted market prices in active markets for similar instruments, quoted prices for identical or
similar instruments in markets that are considered less than active, or other valuation techniques in which all
significant inputs are directly observable from market data.

° Level 3: derived from inputs that are unobservable. This category includes all instruments for which the
valuation techniques include inputs for the instrument which are not based on observable market data
and the unobservable 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 the differences between the instruments.

Thelevelinthe fairvalue hierarchy withinwhich the fair value measurementis categorised inits entirety is determined
on the basis of the lowest level input that is significant to the fair value measurement in its entirety.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Trust Fund
determines whether transfers have occurred between levels in the hierarchy by re-assessing the categorization
(based on the lowest level input that is significant to the fair value measurement as a whole) at the date of the event
or change in circumstances during the reporting period.

For the purpose of fair value disclosures, the Trust Fund has determined classes of instruments on the basis of the
nature, characteristics and risks of the instrument, and the level of the fair value hierarchy.

@
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7. Financial instruments - fair value (continued)

Fair value hierarchy (continued)

The following table analyses the Trust Fund'’s financial instruments recognized at fair value at the reporting date, by
the level in the fair value hierarchy.

Recurring fair value measurement of financial instruments

Level 1 Level 2 Level 3 Total
uss uss uss uss

2018
Fixed income securities - 549,287 - 549,287
Equities 15,178,475 27,006,221 - 42,184,696
Private equity funds of funds - - 9,004,871 9,004,871
Hedge funds of funds - - 18,503,734 18,503,734
Money market funds 3,120,593 - - 3,120,593
Debt funds - 3,567,466 - 3,567,466
18,299,068 31,122,974 27,508,605 76,930,647

2017
Fixed income securities - 1,515,557 - 1,515,557
Equities 20,275,425 32,967,496 - 53,242,921
Private equity funds of funds - - 8,254,393 8,254,393
Hedge funds of funds - - 19,946,393 19,946,393
Money market funds 489,519 - - 489,519
Debt funds - 3,495,066 - 3,495,066
20,764,944 37,978,119 28,200,786 86,943,849
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7. Financial instruments - fair value (continued)
Transfers between levels

There were no transfers amongst the three levels during the reporting period.

J Financial instruments are transferred from Level 1to Level 2 if they cease to be traded in an active market
during the year and quoted prices in active markets are no longer available for those instruments.

o Financial instruments are transferred from Level 2 to Level 1 where certain equities and funds are listed on
a stock exchange during the reporting period for the first time and are considered to be traded in an active
market. Fair values for these financial instruments at the reporting date are based on quoted market prices.

J Transfers to or from Level 3 are dependent on the existence of unobservable pricing inputs. Financial
instruments are transferred to Level 3 where a previously active market or pricing based on such market
ceases or becomes unobservable.

Valuation techniques

Level Tinstruments

When fair values of publicly traded equities, equity-related securities and managed funds are based on quoted
market prices in an active market for identical assets without any adjustments, the instruments are included within
Level 1of the hierarchy. The Trust Fund values these investments at quoted market price at the close of trading on
the reporting date.

The Trust Fund categorises these investments as Level 1.

Level 2 instruments

The Trust Fund invests in fixed income securities, treasury bills and mutual funds. In the absence of a quoted price in
an active market, fair values at the reporting date are obtained using valuation techniques based on observable data.
Observable data is considered to be that market data which is readily available, regularly distributed or updated,
reliable and verifiable, not proprietary, and provided by an independent source which is actively involved in the
relevant market.

These instruments are valued using observable inputs such as recently executed transaction prices in securities of
the issuer or comparable issuers, discounted cash flows based on yield curves, and quoted prices of the underlying
securities. Adjustments are made to the valuations if necessary to recognise differences in the instrument’s terms.

To the extent that the significant inputs are observable, the Trust Fund categorises these investments as Level 2.

@
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7.

Financial instruments - fair value (continued)

Valuation techniques (continued)

Level 3 instruments

The Trust Fund invests in managed funds (Private Equity Funds of Funds and Hedge Funds of Funds) which are
not quoted in active markets. Investments in those funds are valued based on the NAV per unit published by the
administrator of those funds. Such a NAV is adjusted by the individual fund managers to reflect assumptions
incorporating unobservable factors specific to the asset, including liquidity risk, limitations on redemption and other
factors.

The Trust Fund, as part of its due diligence prior to investing, considers the valuation techniques and inputs used by
the individual fund managers in valuing the Private Equity Funds of Funds and Hedge Funds of Funds investments,
to ensure that they are reasonable and appropriate.

The objective of these valuation techniques is to arrive at a fair value measurement that reflects the price that would
be received to sell the asset in an orderly transaction, i.e. not a forced sale, between market participants at the
measurement date.

Valuation techniques include net present value and discounted cash flow models, market approach and comparison
with similar instruments for which market observable prices exist, as well as mathematical models such as Black-
Scholes and polynomial option pricing models.

Inputs used in valuation techniques include risk-free interest rates, credit spreads and other premia used in
estimating discount rates, price information, foreign currency exchange rates, as well as volatility statistics, liquidity
statistics and asset correlations.

Fair value is determined by each Funds of Funds manager using the various valuation techniques and relevant
valuation models, with significant adjustments based on unobservable inputs, arising from assumptions applied
by the individual fund manager. Assessing the significance of a particular input to the fair value measurement in
its entirety requires judgment, considering factors specific to the asset or liability. If a fair value measurement uses
observable inputs that require significant adjustment based on unobservable inputs, the Trust Fund categorises
these investments as Level 3.

®)
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7.

Financial instruments - fair value (continued)

Valuation techniques (continued)

Level 3 instruments (continued)

Sensitivity analysis to significant changes in unobservable inputs within Level 3

The significant unobservable inputs used in the fair value measurement categorised within Level 3 of the fair value

hierarchy, together with a quantitative sensitivity analysis as at 31 December 2018 are shown below:

Input Sensitivity

Used Used

+/-%

Hedge Funds of Funds NAV 5
NAV 10

NAV 15

Private Equity Funds of Funds NAV 5
NAV 10

NAV 15

Significant decreases in the NAVs would result in a significantly lower fair value measurement.

Effect on
fair Value
uss

925,187
1,850,373
2,775,560

450,244
900,487
1,350,731
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7.

Financial instruments - fair value (continued)

Valuation techniques (continued)

Level 3 instruments (continued)

Level 3 reconciliation

There were transfers into or out of Level 3. The following table shows a reconciliation of all movements in the fair
value of financial instruments categorized within Level 3 between the beginning and end of the reporting period.

2018

Balance at 1January 2018

Total realised gains

Subscriptions

Redemptions

Capital calls

Distributions

Unrealised gains included in comprehensive income

Balance at 31 December 2018
2017

Balance at 1January 2017
Total realised gains
Redemptions

Capital calls

Distributions

Unrealised gains included in comprehensive income

Balance at 31 December 2017

Private equity Hedge
funds of funds funds of funds Total
uss uss uss
8,254,393 19,946,393 28,200,786
101,414 45,640 147,054
- 5,934 5,934
- (1,425,310) (1,425,310)
1,132,000 - 1,132,000
(1,498,309) - (1,498,309)
1,015,373 (68,923) 946,450
9,004,871 18,503,734 27,508,605
7,258,227 19,639,358 26,897,585
174,950 231,200 406,150
- (1131,517) (1,131,517)
1,205,371 - 1,205,371
(1,046,832) - (1,046,832)
662,677 1,207,352 1,870,029
8,254,393 19,946,393 28,200,786
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8.

Property, plant and equipment

Cost

Balance at 31 December 2017
Additions at cost

Exchange adjustments
Disposals

Balance at 31 December 2018

Accumulated depreciation
Balance at 31 December 2017
Charge for the year
Exchange adjustments
Disposals

Balance at 31 December 2018

Net book value at 31 December 2018

Motor Equipment & Leasehold
Vehicles Furniture Improvements Total
uss uss uss uss
154,311 132,195 12,432 298,938
- 5,51 - 5,51
76 64 6 146
154,387 137,770 12,438 304,595
(58,111) (120,522) (12,432) (191,065)
(22,177) (4,895) - (27,072)
(28) (59) (6) (93)
(80,316) (125,476) (12,438) (218,230)
74,071 12,294 - 86,365
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8. Property, plant and equipment (continued)

Motor Equipment & Leasehold
Vehicles Furniture Improvements Total
Uss uss uss uss
Cost
Balance at 31 December 2016 150,168 132,542 12,628 295,338
Additions at cost 43,955 2,990 - 46,945
Exchange adjustments (2,330) (2,057) (196) (4,582)
Disposals (37.482) (1,280) - (38,762)
Balance at 31 December 2017 154,311 132,195 12,432 298,938
Accumulated depreciation
Balance at 31 December 2016 (64,622) (120,259) (12,628) (197,509)
Charge for the year (20,367) (3,410) - (23,771)
Exchange adjustments 1,002 1,867 196 3,065
Disposals 25,870 1,280 - 27150
Balance at 31 December 2017 (58,111) (120,522) (12,432) (191,065)
Net book value at 31 December 2017 96,200 11,673 - 107,873
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2018 2017

9. Capital Contributions uUss uUss

At beginning of year 114,067,660 114,067,660

Third party contributions - -

At end of year 114,067,660 114,067,660
Represented by:

Members' contributions and escrow 104,907,660 104,907,660

Third party contributions 9,160,000 9,160,000

At end of year 114,067,660 114,067,660

10.

The initial capital totalling US$99,500,000 was raised by the Caribbean Development Bank on behalf of the
Members on 16 July 2004 and remitted to the Trust Fund on 7 April 2005 along with escrow interest earned of
USS1,446,142. Additional contributions amounting to US$3,961,518 were received from Members in 2006.

Third party contributions

The Members accepted a third party contribution of US$9,160,000 from the Government of the Commonwealth of
the Bahamas, which was paid over a period of nine years in the sum of US$1,017,778 per annum commencing July
2006. The last payment was received in July 2014. This contribution is premised on the key condition that any such
amounts paid shall be converted into membership contributions should the Government of the Commonwealth of
the Bahamas become a Member of the Court.

Related parties

Parties are considered to be related if (a) one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operating decisions or (b) the party is a member of key
management personnel. Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities, directly or indirectly, of the organization or have the power to
participate in the financial and operating policy decisions of the Trust Fund. Members of the Board, as well as
members of key management are considered to be related parties for the Trust Fund.

Staff costs totalled USS358,291(2017: USS$S441,873) for the year, including bonuses of USS$7,213 (2017: US$94,997).
Short-term benefits for key management amounted to USS$292,420 (2017: USS$379,998) and other staff costs
amounted to USS$65,871 (2017: USS61,875).

Board expenses totalled USS100,960 (2017: USS$107,313) for the year, of which honoraria payments to Trustees
amountedto US$20,900 (2017: US$20,600) and other board expenses amounted to USS80,060 (2017: USS$86,713).

No commercial transactions are entered into by the Trust Fund with related parties in the normal course of business.

(an)
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1.

12.

13.

Capital management

The primary objective of the Trust Fund's capital management is to achieve capital growth in order to provide the
resources necessary to finance the capital and operating budget of the Court and the Commission in perpetuity.

The capital structure of the Trust Fund consists of capital contributions from Members, approved third parties, and
retained deficits after distributions to the Court. These resources are invested in a diversified portfolio of tax-efficient
instruments, including fixed income and equity securities, in order to produce an optimal net long-term rate of
return with reasonable security of capital.

Assets are invested and managed by considering the purpose, terms, distribution requirements and other
circumstances of the Trust Fund. Investment and management decisions in respect of individual assets are
evaluated in the context of the portfolio as awhole and as a part of an overall investment strategy, reflecting risk and
return objectives reasonably suited to the Trust Fund. Management reviews the adequacy of its capital available to
fulfil its objective on an ongoing basis. A formal assessment is conducted biennially and the Board submits a report
on the adequacy of the resources to the Members for consideration.

No externally imposed capital requirements apply to the Trust Fund.

Financial risk management

The Trust Fund is exposed to a variety of financial risks through the financial instruments it holds. Financial risk
includes liquidity risk, credit risk and market risk. Market risk arises through the effects of changes in interest rates,
foreign currency and debt and equity prices.

Risks inherent in the Trust Fund's investment activities are managed through a process of ongoing identification,
measurementand monitoring within the framework of investment limits and other controls. The Board isresponsible
for the overall risk management approach and for approving the investment principles and strategies as detailed
in the Investment Guidelines. The Board, through the Finance and Investment Committee, is responsible for the
development of the risk strategy, as well as the approval and monitoring of the relevant risk decisions.

The effects of these risks are disclosed in Notes 13 to 15 and enable users to evaluate the nature and extent of risks
arising from the financial instruments. These disclosures have no quantitative impact on the financial statements.

Liquidity risk

Liquidity risk arises from fluctuations in cash flows. Liquidity risk management ensures that the Trust Fund is able to
honour all of its financial commitments as they fall due.

The Trust Fund manages liquidity risk by continuously monitoring forecast and actual cash flows, matching the
maturity profiles of financial assets and liabilities, as well as by ensuring that sufficient cash and marketable
instruments are available to meet short-term requirements.

At the start of each year the Trust Fund sets aside in liquid assets the amount required to meet the annual financial
requirements of the Court, the Commission and the Trust Fund. Except for Private Equity Funds of Funds and Hedge
Funds of Funds holdings, the balance of the portfolio is invested widely in marketable assets which are traded in
active and liquid markets, and can therefore be liquidated in the event of an unforeseen interruption of cash flow. All
investments can be disposed of during the course of any financial year.
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13.

Liquidity risk (continued)

Funds of Funds assets exhibit unique liquidity characteristics, with the actual underlying assets typically being more
illiquid in nature than direct equity holdings. These Funds of Funds may include an initial minimum holding (lock-
up) period, contractual terms for redemption frequency, as well as the right of the Funds of Funds manager to
suspend redemptions. Redemption suspensions may occur to protect the interests of redeeming and continuing
investors when there is a significant decrease in liquidity.

Amounts due to the Court as described in Note 2.3 i) are due on demand. Other financial liabilities, namely accounts
payable and accrued liabilities, are due within one year.

The table below summarizes the financial instruments at their carrying amounts categorized by the earlier of
contractual re-pricing or maturity dates.

2018

Fixed income securities
Equities

Private equity funds of funds
Hedge funds of funds
Money market funds

Debt funds

2017

Fixed income securities
Equities

Private equity funds of funds
Hedge funds of funds
Money market funds

Debt funds

Non-

Upto Tto Over interest
1year Syears Syears bearing Total
uUss ussS uUss ussS uUss
- 549,287 - - 549,287
- - - 42,184,696 42,184,696
- - - 9,004,871 9,004,871
- - - 18,503,734 18,503,734
3,120,593 - - - 3,120,593
- - - 3,567,466 3,567,466
3,120,593 549,287 - 73,260,767 76,930,647
966,505 549,052 - - 1,515,557
- - - 53,242,921 53,242,921
- - - 8,254,393 8,254,393
- - - 19,946,393 19,946,393
489,519 - - - 489,519
- - - 3,495,066 3,495,066
1,456,024 549,052 - 84,938,773 86,943,849
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14.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge a contractual obligation.

The Trust Fund is exposed to the risk of credit-related losses that can occur as a result of a counterparty or issuer
being unable or unwilling to honour its contractual obligations. These exposures exist within fixed income securities
and similar securities, as well as cash and cash equivalents. These classes of financial assets are not subject to IFRS
9's impairment requirements as they are measured at FVTPL (refer to Note 6).

The Board of Trustees has adopted a policy of only dealing with creditworthy counterparties as a means of mitigating
the risk of financial loss from defaults, and has established guidelines for investment in institutions which meet
certain minimum criteria. The Trust Fund monitors the creditworthiness of its counterparties by reviewing their
credit ratings, as well as financial news and reports.

All cash and cash equivalent instruments are placed with financial institutions which have a minimum investment
rating or financial profile as established by the Board. The credit risk on non-regional liquid funds is limited because
the counterparties are banks with high credit ratings assigned by international credit rating agencies. All transactions
in listed securities are paid for or settled after trade, using asset managers or brokers approved by the Board. The
risk of default is considered minimal as payment is made on a purchase once the securities have been received by
the asset manager or broker. Delivery of securities sold is only made upon receipt of payment by the asset manager
or broker.

Selected approved asset managers are authorized to purchase suitable securities on a discretionary basis based on
an analysis by the asset manager of the companies’ prospectuses and due diligence procedures. Asset managers
who participate in the fixed income space are limited to investment grade securities. With respect to investments
purchased regionally, the Trustees consider analyses presented by Management to ensure that the securities satisfy
standards established by the Board.

Investments in Private Equity Funds of Funds and Hedge Funds of Funds are effected through asset managers
who themselves invest in a diversified range of funds that select the underlying investments. At each stage of the
process, due diligence is conducted to identify appropriate and suitable investments. The purpose of investing in
Funds of Funds is for potential increased diversification and reduction of overall market risk of the portfolio.

The carrying amount of financial instruments recorded in the financial statements represents the Trust Fund'’s
maximum exposure to credit risk on financial instruments not subject to the IFRS 9's impairment requirements on
the reporting date, hence no separate maximum exposure to credit risk disclosure is provided on these instruments.

(a4)
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14. Credit risk (continued)

Credit quality of financial instruments

The Trust Fund's credit risk exposure on fixed income securities is analysed by the following S&P credit risk ratings:

2018 2017
uss uss
BBB to BBB+ 549,287 1,515,557
Risk concentrations of financial instruments by geographical distribution
The Trust Fund's investments are analysed by the following asset classes and geographical regions:
Non-
Regional Regional Total
ussS uss uss$
2018
Corporate bonds 549,287 - 549,287
Equities - 42,184,696 42,184,696
Private equity funds of funds - 9,004,871 9,004,871
Hedge funds of funds - 18,503,734 18,503,734
Money market funds - 3,120,593 3,120,593
Debt funds - 3,567,466 3,567,466
549,287 76,381,360 76,930,647
Non-
Regional Regional Total
uss uss$ uss
2017
Government agency bonds 74,243 - 74,243
Corporate bonds 1,441,314 - 1,441,314
Equities - 53,242,921 53,242,921
Private equity funds of funds - 8,254,393 8,254,393
Hedge funds of funds - 19,946,393 19,946,393
Money market funds - 489,519 489,519
Debt funds - 3,495,066 3,495,066
1,515,557 85,428,292 86,943,849

(#5)
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15.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market variables. Market risk comprises three types of risk: foreign currency risk, interest rate risk and equity price

risk.

The Trust Fund's investments are susceptible to market price risk arising from fluctuations in market prices.
Management, in conjunction with the Trust Fund’s Investment Adviser, closely monitors the exposure of the Trust
Fund’s investment portfolio to changes in market prices and is therefore able to minimise the risk resulting from
such fluctuations.

a)

b)

Foreign currency risk

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

The Trust Fund has no significant foreign exchange exposure since liabilities are funded by assets in the
same currency. The Trust Fund’s liability to meet the expenses of the Court and Commission in perpetuity
arises primarily in USS. The Trust Fund's administrative expenses arise in USS as well as Trinidad and Tobago
dollars (TTS). The Trust Fund matches its liabilities by investing in USS and TTS.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair
values of financial instruments.

The Trust Fund is exposed to risks associated with the effects of fluctuations in prevailing market interest
rates on the market value of its fixed rate financial instruments and the impact on the fund balance.

Management of interest rate risk includes maintaining a diversified portfolio of cash, equities and bonds and
adjusting the average duration of fixed income securities as interest rates change.

Interest rate sensitivity

The sensitivity of the Fund balance is analysed by maturity of the asset and is calculated by revaluing fixed
rate financial instruments for the effects of the assumed changes in interest rates.

(a6)
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15.  Market risk (continued)

b)

9]

Interest rate risk (continued)
Interest rate sensitivity (continued)

The following table demonstrates Management'’s best estimate of the sensitivity to reasonable possible
changes in interest rates prevailing as at 31 December (with all other variables held constant), and the impact
on market value and net assets/fund balance based on the exposure at that date.

Change in fund balance

Increase/ Upto Over
(decrease) in 5vyears 5vyears Total
basis points UssS uUss uUss
2018
Fixed income securities +50 (9,506) - (9,506)
+100 (18,819) - (18,819)
+150 (27,942) - (27,942)
-50 9,704 - 9,704
-100 19,611 - 19,611
-150 29,725 - 29,725
2017
Fixed income securities +50 (12,432) - (12,432)
+100 (24,572) - (24,572)
+150 (36,428) - (36,428)
-50 12,733 - 12,733
-100 25,775 - 25,775
-150 39,134 - 39,134

Equity price risk

Equity price risk is the risk that the fair values of equities decrease as the result of changes in the levels of
equity indices and the value of individual stocks. The Trust Fund’s equity and equity-related investments are
susceptible to equity price risk arising from fluctuations in equity indices.

The Trust Fund'sinvestments in equity and equity-related securities may be held for the medium to long term
for strategic purposes, and are not held for short-term trading purposes. Management, in conjunction with
the Trust Fund's Investment Adviser, closely monitors the exposure of the Trust Fund’s investment portfolio
to changes in equity indices and is therefore able to minimise the risk resulting from such fluctuations.

(@)
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15.  Market risk (continued)
9] Equity price risk (continued)
The table below indicates Management’s best estimate of reasonable possible changes in the fair value of

equity and equity-related instruments, with all other variables held constant, and the effect on net assets/
fund balance as at 31 December:

Effect Effect

Changein on fund Changein on fund

Equity price balance equity price balance

2018 2018 2017 2017

+/-% uss +/-% uUss

U.S. equities 5 966,884 5 1,255,038
10 1,933,767 10 2,510,076

15 2,900,651 15 3,765114

Non U.S. equities 5 735,755 5 901,629
10 1,471,511 10 1,803,259

15 2,207,266 15 2,704,888

Emerging markets 5 239,852 5 288,061
10 479,704 10 576,123

15 719,556 15 864,184

Debt funds 5 178,373 5 174,753
10 356,747 10 349,507

15 535,120 15 524,260

Real assets 5 166,744 5 217,417
10 333,488 10 434,835

15 500,232 15 652,252
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16.

17.

Due to Court - Non-judicial Staff Pensions

The Court provides its non-judicial staff and staff of the Commission with a defined contribution pension plan (refer
to Note 2.3 1).

2018 2017
uss uss
At beginning of year 2,834,000 2,262,000
Funds received from the Court 258,927 317,710
Change in accumulated value 25,073 254,290
At end of year 3,118,000 2,834,000

Judges’ pensions

The Court provides its judges with a defined benefit pension plan and obtains an actuarial valuation at the end of
each financial year in respect of that obligation (refer to Note 2.3 i).

The Court’s defined benefit obligation amounted to USS$10,752,000 at 31 December 2018 (2017: US$10,396,000).

The Trust Fund is the sole provider of funding to the Court for its defined benefit pension obligation to its judges,
and pays to the Court the pensions for judges as they fall due. These amounts are not recorded as a liability of the
Trust Fund, and are treated as distributions out of the fund balance and accounted for when disbursements are
requested and made.

This arrangement is consistent with the purpose of the Trust Fund, which is to provide the resources necessary to
finance the capital and operating budget of the Court and the Commission in perpetuity.

While the Court’s defined benefit obligation of US$10,752,000 at 31 December 2018 has not been recorded as an
obligation of the Trust Fund, should the Trust Fund be terminated as at the reporting date, this amount represents
an actuarially determined estimate of the claim against the resources of the Trust Fund by the Court to fund its
defined benefit pension obligation to its judges.
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2018 2017
18.  Accumulated transfers to/from the Court uss uss
Accumulated transfers to the Court (refer to Note 2.3 )
At beginning of year 72,285,521 65,171,966
During the year 7,622,090 713,555
At end of year 79,907,611 72,285,521
Accumulated transfers from the Court (refer to Note 2.3 j)
At beginning of year 874,767 874,767
During the year - -
At end of year 874,767 874,767

19.

20.

Commitment and contingencies

Operating lease commitments

The Trust Fund has entered into an arrangement for the lease of a property for a one (1) year period. Lease
commitments are as follows:

2018 2017
uUss uUss
Within one year 25,795 25,795

Lease rental expense included in property related expenses amounted to US$S61,938 (2017: USS61,908) for the
year. The lease commitments presented above represent the commitments for the five month period under the
current lease which ends in May 2019 (2017: May 2018).

Contingencies
There are nil contingencies at year end (2017: Nil).

Events after the reporting period

There were no material events after the reporting date which required adjustment or disclosure in the financial
statements of the Fund as at 29 July 2019.
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