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Board of Directors

Michael
Anderson

Michael Anderson is the
President and CEO of RF
Holdings Limited (“RFH"),
the holding company of
RFH’s banks and pension
operations in Bahamas,
Barbados and the Cayman
Islands. In 2019, Michael

led the RFH buyout of Royal
Fidelity's Bahamas and
Barbados based banking
operations from RBC Royal
Bank and Fidelity and the
pension business of Fidelity
bank in Cayman. Prior to
assuming his new role,
Michael was a 30 year +
veteran of the Fidelity Group,
having started his career
with the company as Vice
President, CFO of Fidelity's
Cayman based banking
and insurance brokerage
operations in 1987. He was
appointed as Vice President
and CFO of the Fidelity
Group in 1995 and co-led
the 1995 MBO by the Fidelity
Group of British American
Holdings Ltd.s banking
operations in The Bahamas
and the Cayman Islands.

Thomas
Hacket

Is the former Chief Executive
Officer of Fidelity Bank

& Trust. Prior to joining
Fidelityl as CFO in 2007,

he spent 34 years with
PricewaterhouseCoopers,
working in London and The
Bahamas, and specialized

in Banking, Insurance,
Receiverships and
Management Consultancy
during his career. Mr. Hackett
retired as Senior Partner,
PricewaterhouseCoopers,

Larry
Roberts

With over 5 decades of
real estate experience,
Mr. Roberts is a licensed
Broker, Past President

of The Bahamas Real
Estate Association and a
member of the Society of

Industrial & Office Realtors.

After recently retiring as
the CEO and Managing
Broker at NAI Bahamas
Realty Commercial, he now
specializes in negotiating
sales and leasing of
commercial properties.

Ernest G.
Cambridge

Management Consultant
with over 50 years
experience (both local and
international) in the hotel
industry. His business
acumen and leadership style
has made him synonymous
to transformative leadership
within the industry. Mr.
Cambridge has a track
record of service delivery,
with in depth knowledge

of financial reporting and
budget control.
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SIR WILLIAM ALLEN

Sir William Allen s regarded as an unsung hero in the Bahamian community. His extensive
contributions to the public sector date as far as 1970 and he has maintained a strong
commitment to the development of his country much of his life. As a former Minister of Finance
and former Governor of the Central Bank of The Bahamas and other significant capacities, Sir
William has helped to chart new territories within the financial services industry, such that we
are able to tread upon them today.

“We are saddened to learn of Sir Willam's passing. said Mr. Michael Anderson, Chairman of the
Bahamas Property Fund. "He served as a Director for the Bahamas Property Fund for over 14
years and during that time, we benefited tremendously from his knowledge and experience. He
left an indelible mark within his spheres of influence that makes us confident that his legacy will
continue on. He will be sorely missed”

On behalf of the Management & Staff of the Bahamas Property Fund, we offer our sincere
condolenceas to Sir William s family and all those impacted by his passing.




BOARD OF DIRECTORS GOVERNANCE REPORT

To the shareholders of
BAHAMAS PROPERTY FUND LIMITED

The Bahamas Property Fund Limited and its subsidiaries (the “Fund™) has in place a corporate governance
structure that is used to monitor whether business outcomes are following plans and to motivate the Fund'’s
management to be more fully informed to maintain or alter business strategies. The Board of Directors is
ultimately responsible for the conduct of the Fund's affairs and operations. Considering this mandate, the
Board of Directors provides oversight of the risks identified and ensures that they are adequately monitored
and managed.

In making new appointments, the existing Board of Directors considers a range of people who may be able to
provide additional contribution in terms of skills and experience; and new members are appointed based on
the majority agreement of the existing Board of Directors. Appointed members are not required to serve a fixed
term, and are remunerated for their time. Whilst the management of the day-to-day operations is delegated
to the Fund’s Chief Executive Officer (CEQ), the Board of Directors provides oversight and monitors the Fund'’s
activities to ensure that its operations are carried out in compliance with applicable laws and regulations and
are consistent with sound business practices. The Board of Directors’ responsibilities includes the appointment
of the CEO, approvals of the budget, strategic plan, remuneration policies, and assessing management's
performance against approved objectives and strategies.

The Board of Directors monitors the independence of its members to determine whether any possible conflicts
of interest may have arisen during their term and confirms it has met its fiduciary responsibility to provide the
necessary corporate governance oversight required, including compliance with laws, regulations, and internal
ethical requirements for the conduct of the business of the Fund.

The Board of Directors of the Fund takes their responsibilities seriously. As such, they are required to conduct

themselves honestly and ethically, especially concerning actual or apparent conflicts of interest, and disclosure
in financial reports.

2020 Schedule of Directors’ Meeting and Attendance

Michael Thomas Larry Ernst
Anderson Hackett Roberts Cambridge
Executive Non-Executive Non-Executive Non-Executive
Meeting Dates Director, Chairman & Director Director Director
CEOQ
April 27, 2020 Yes Yes Yes Yes
September 29, 2020 Yes Yes Yes Yes
December 1, 2020 Yes Yes Yes Yes
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CHAIRMAN’S REPORT

To the shareholders of
BAHAMAS PROPERTY FUND LIMITED

We are pleased to report that, despite the severe difficulties experienced by the Fund and the tenants of its
buildings as they dealt with the Covid related disruptions, the Fund continued to perform satisfactorily during
2020.

Unfortunately, the dramatic decline in the Bahamian economy during 2020, continued to depress demand
for commercial office space and the glut of surplus office space in and around Nassau resulted in continued
high vacancy and lower rental rates for the Fund’s investment properties. We are however happy to report that
expense reduction initiatives commenced in 2019, aimed at reducing the common area maintenance (CAM)
costs, continued to limit any increases in CAM.

The Fund has a portfolio of attractive Class A and Class B office buildings with very competitive rental and
CAM rates. While the Fund experienced a slight decline in the fair values of investment properties in 2020,
reflecting the general deterioration in the commercial property market, we believe that these values will be
sustained into 2021 and onwards as the Bahamian economy starts to recover. In this regard we are pleased to
report that the Fund has secured a lease for over 17,000 square foot in the Bahamas Financial Centre and it is
anticipated that rental and CAM payments will commence in May 2021.

The Fund remains well-capitalized with total equity of $26.5 million and bank debt of $8.4million and has
cash of $2.4 million. As such, the Fund continues to explore opportunities to acquire or develop additional
investment properties. Unfortunately, taking into account the economic impact of COVD-19, and the fact
that average occupancy rates are not far in excess of 60%, the Board of Directors has decided to defer the
payment of dividends in 2021. The lack of dividend payments over many years has resulted in the shares of
the Fund, which currently trade at $6.00 per share, trading at a discount to their NBV of $11.02. Should we be
successful in attaining an average occupancy rate of closer to 70%, we will likely recommence the payment
of dividends.

We very much appreciate the patience of our many shareholders who have continued to support the Fund
as it has managed its way through the difficult financial conditions in the Bahamian economy over the last
10 years. We believe however that the Fund and its investment properties are well-positioned to deal with the
current situation and benefit from the economic recovery moving forward.
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Management Discussion and Analysis of

Financial Condition and Results of Operations
Year ended December 31, 2020

FINANCIAL PERFORMANCE

Overview

The Bahamas Property Fund Limited and its subsidiaries (the “Fund”) was formed in 1998 and is primarily
focused on investing in real estate properties of The Bahamas available for commercial rental. As of
December 31, 2020, the real estate portfolio consisted of three (3) properties totaling approximately 138,188
square feet of commercial space. Two properties are in the commercial district of Nassau on the island of
New Providence, The Bahamas Financial Centre (“FINCEN") and RF House (formerly Providence House); and
one property is located in the commercial district of the island of Paradise Island, One Marina Drive (“One
Marina™). All properties of the Fund operate in a single segment of the rental market, which is providing
business office space. The Fund employs a long-term hold strategy for its real-estate portfolio. Accordingly,
a significant portion of the total investment return is derived from property rental income. The balance of
total investment return is derived from commercial capital appreciation on its real estate holdings, and the
operation of public parking garages attached to two of its real estate properties. The parking garages provide
supplementary income as they allow for convenient and secure car spaces for customers who intend to visit
the Fund'’s real estate properties or other places in the nearby commercial districts.

On March 11, 2020, COVID-19 was officially designated a pandemic by the World Health Organization (WHO)
as it has gone global with cases in over 150 countries. This is an unexpected and uncontrollable business
disruption to the Fund; and at the forefront of business operations during 2020 remained the management of
our financial stability in the face of the COVID-19 global pandemic event.

For the year ended December 31, 2020, the Fund experienced a decrease in total equity to $26,534,409
(2020: $27,394,527); and a decrease in total investment return on average equity of 3.19% (2019: increase in
total investment return on average equity of 5.32%).

Operating Performance

The Fund maintained its existing portfolio of properties without any acquisitions or disposals during the
period; and these properties generated consolidated revenues of $1,695,936 in 2020 (2019: $3,980,438)
derived from office space rentals (the principal expected revenue generating activity); rental parking spaces
and capital revaluations of the Fund's real estate holdings.

Rental and parking revenues
Total consolidated rental revenues for the year ended December 31, 2019 are $2,296,946 as compared to
the same period in 2019 of $2,184,946, increased by $112,000 or 5.13%. The increase in consolidated rental

revenues is primarily the result of cost of living adjustments (COLA) inherent in the property rental rates
negotiated by the Fund.
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CHAIRMAN'S REPORT

Year ended December 31, 2020

The Fund remains exposed to significant tenant concentration risk from all its real estate holdings. Two tenant
groups represent 81.52% (2019: 82.09%) of revenue for FINCEN; two tenant groups represent 88.24% (2019:
91.05%) of revenues at Marina Drive; and one tenant represents 74.61% (2019: 66.75%) of total revenues at
RF House. In addition, all significant tenants are either in the financial services industry or the tourism/leisure
industry; and both economic sectors have shown historic volatility and are materially impacted by global
macroeconomic pressures.

Consolidated revenues derived from rental parking spaces declined in 2020 by 49.06% from the same time
in the prior period to $330,339. During the period, FINCEN experienced a significant decrease in demand for
its retail parking spaces due to business closures from COVID-19 lockdowns as well as reduced economic
activity in Downtown, Nassau because of long-term business closures and depressed economic activity even
after the COVID-19 lockdowns had been discontinued.

As of December 31, 2020, the Fund has made a provision for doubtful trade receivables of $96,340 (2019:
$Nil) in response to certain of its tenants that are concentrated in the tourism sector of The Bahamas
economy having been significantly affected by the country-wide policy responses to the management of the
COVID-19 pandemic.

The Fund remains exposed to significant tenant concentration risk from all its real estate holdings. Two tenant
groups represent 81.52% (2019: 82.09%) of revenue for FINCEN; two tenant groups represent 88.24% (2019:
91.05%) of revenues at Marina Drive; and one tenant represents 74.61% (2019: 66.75%) of total revenues at
RF House. In addition, all significant tenants are either in the financial services industry or the tourism/leisure
industry; and both economic sectors have shown historic volatility and are materially impacted by global
macroeconomic pressures.

Consolidated revenues derived from rental parking spaces declined in 2020 by 49.06% from the same time
in the prior period to $330,339. During the period, FINCEN experienced a significant decrease in demand for
its retail parking spaces due to business closures from COVID-19 lockdowns as well as reduced economic
activity in Downtown, Nassau because of long-term business closures and depressed economic activity even
after the COVID-19 lockdowns had been discontinued.

As of December 31, 2020, the Fund has made a provision for doubtful trade receivables of $96,340 (2019:
$Nil) in response to certain of its tenants that are concentrated in the tourism sector of The Bahamas
economy having been significantly affected by the country-wide policy responses to the management of the
COVID-19 pandemic.

Capital appreciation
Total consolidated depreciation in the fair value of real estate holdings for the year ended December

31,2020, is $950,000 or -2.76% (2019: consolidated appreciation in the fair value of $1,032,173 or
3.13%) arising from independent property appraisals as of December 31, 2020. The Fund did see
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its properties at One Maria Drive and FINCEN experience a decrease in valuation largely because of
the larger impact of COVID-19 on the commercial real estate values and specifically, because of the
persistent untenanted periods occurring at both properties.

Expenses

The significant expense to the Fund is certain property operating expenses, known as common area
maintenance (CAM) typically reimbursed by tenants, such asreal property taxes, property insurance,
property management fees, and repairs and maintenance costs. To the extent that vacancy exists
in the commercial properties, the Fund is obligated to absorb CAM expenses in respect of these
spaces, and this expenditure is shown in the consolidated statement of comprehensive income as
“landlord expenses”. Total consolidated landlord expenses for the year ended December 31, 2020,
are $1,751,793 as compared to the same period in 2019 of $1,653,689, increasing by $98,104 or
5.93%. As of December 31, 2020, total vacancy is 42.52% (2019: 41.38%) or 58,756.3 (2019:
57178.3 square feet). The Fund is enjoying zero vacancy at RF House; however, there is a vacancy of
43.87% (2019: 43.00%) at FINCEN and a vacancy at One Marina of 63.51% (2019: 62.00%); where
these vacancy rates remained substantially unchanged throughout the entire of 2020.

BORROWINGS AND NET DEBT

As of December 31, 2019, borrowings totaled $8,429,201 (2019: $9,275,420), a decrease of
$846,219 (2019: $717,335) or 9.12% (2019: 7.37%). Principal payments in relation to borrowings
continued as scheduled during the year, and there were no new borrowings. Further, the Fund has
cash at banks totaling $2,428,233 (2019: $2,931,187), a decrease of $502,954 (2019: increase
of $310,046), which is the result of cash flows from operating activities, less cash flows used in
financing activities. The latter being interest and principal payments related to borrowings. Net cash
from operating activities increased in 2020 by $744,996 (2019: $1,506,374), primarily because of
decreased net trade receivables and positive cash flows arising from the Fund's working assets.

The gearing ratio is calculated as net debt (borrowings less cash at banks) divided by total capital,
which is defined as total equity plus net debt. As of December 31, 2020, the Fund had significant
flexibility to fund future investment opportunities, as the gearing ratio stood at 21.61% (2019:
21.77%).
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LIQUIDITY AND CAPITAL RESOURCES

The Fund's primary sources of capital for megifig its cash requirements include debt
financing and cash generated from operating activities. The Fund’s principal uses of funds
are payments under its debt obligations, operating expenditure, and where available,
acquisition of properties and other investments. During 2020, the Fund continued to fund
its cash needs, including the repayment of debt and operating expenditures, from operating
cash flows; and it is expected that this will continue over the next twelve months.

The Fund's objective in managing capital is to maintain cash-on-hand; and available financing,
which is done through management of the gearing ratio, such that it maintains sufficient
flexibility to support any funding needs as they arise.

COVID-19
As the COVID-19 pandemic is ongoing and the near-term worldwide economic outlook
remains uncertain, management is unable to reasonably estimate the length or severity of

the pandemic or the extent to which the disruption may materially impact the operating
performance of the Fund in the future.

1
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INDEPENDENT
AUDITORS’ REPORT

To the shareholders of
BAHAMAS PROPERTY FUND LIMITED

Opinion

We have audited the consolidated financial statements of Bahamas Property Fund Limited (“the Company™)
and its Subsidiaries (“the Group™), which comprise the consolidated statement of financial position as at
December 31, 2020 and the consolidated statements of comprehensive income, changes in equity and cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2020, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRS").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA
Code"). 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.

Audit Scope

As part of designing our audit, we determined materiality and assessed the risks of material misstatement
in the consolidated financial statements. In particular, we considered where management made subjective
judgements; for example, in respect of significant accounting estimates that involved making assumptions
and considering future events that are inherently uncertain. As in all of our audits, we also addressed the
risk of management override of internal controls, including, among other matters, consideration of whether
there was evidence of bias that represented a risk of material misstatement due to fraud.

How we tailored our Group Audit Scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion

12
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Independent Auditor’s Report (continued)

on the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

Our 2019 audit was planned and executed having regard to the fact that the operations of the Group remain
largely unchanged from the prior year.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the consolidated financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of the
consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall group materiality for the consolidated financial statements as a whole as set out in the
table below. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in the aggregate, on the consolidated financial statements as a whole.

Overall group materiality - $133,000
How we determined it - 0.50% of net assets

Rationale for the materiality benchmark applied - we chose net assets as the benchmark because, in our
view, it is the benchmark against which the performance of the Group is most commonly measured by users,
and is a generally accepted benchmark. We chose 0.50% which is within a range of acceptable benchmark
thresholds.

We agreed with the Board of Directors that we would report to them misstatements identified during our
audit above $13,300, as well as misstatements below the amount that, in our view, warranted reporting for
qualitative reasons.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the

context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

13
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Independent Auditor’s Report (continued)

KEY AUDIT MATTER

Valuation of investment properties

See notes 3(h) and 4 of the consolidated financial
statements for management's disclosures of related
accounting policies, judgements and estimates.

The Group, through its subsidiaries, owns three
investment properties comprising commercial and
retail office space in The Bahamas. Investment
properties are carried at fair value which totaled
$33,400,000 as at December 31, 2020, representing
92% of total assets.

These balances are material to the consolidated
financial statements of the Group as a whole. Fair values
in respect of the property valuations are by their nature
subjective with significant judgements applied and the
existence of significant estimation uncertainty led us
to direct specific audit focus and attention to this area.

The Group uses independent, qualified property
appraisers to value its investment properties annually.

Fair value is based on valuation methods using
discounted cash flow analyses.

The discounted cash flow analyses contain various
assumptions and factors including:

. Current and future rental income based on
current market conditions.

. Vacancy rates and credit losses.

. Market discount rates.

A change in any of these assumptions and factors could
have a significant impact on the valuation of investment
properties.

Other Information

Our testing of the valuation of investment properties included
the following:

We obtained the appraisal reports certified by
management’s independent appraisers and
assessed the experience, competence, objectivity,
and independence of each appraiser. We
determined that they were suitably qualified, that
they had no affiliation to the Group and found no
evidence to suggest that the objectivity of any of
management’s independent appraisers was
compromised.

We assessed the appropriateness of the valuation
methodology used and confirmed that it was
suitable for determining market value in
accordance with the financial reporting framework.

We performed an independent assessment of the
significant assumptions within the appraisal
reports.

We assessed the key assumptions used by
management related to vacancy rates, credit losses
and market discount rates. In addition, we agreed
the current and future rental income to signed
lease agreements.

We ensured adequate disclosure of the impact of
changes in the assumptions utilized in the
determination of the fair value of the investment
properties.

As a result of our audit procedures, no material
adjustments were noted.

The Directors are responsible for the other information. The other information comprises the
Bahamas Property Fund Limited Annual Report for 2020 (but does not include the consolidated
financial statements and our auditors’ report thereon), which is expected to be made available to

us after the date of this auditors’ report.
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Our opinion on the consolidated 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 consolidated 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 consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.

When we read the Bahamas Property Fund Limited Annual Report for 2020, if we conclude that there is
a material misstatement therein, we are required to communicate the matter to those charged with
governance.

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

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group'’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

. Identify and assess the risks of material misstatement of the consolidated 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 expressing
an opinion on the effectiveness of the Group's internal control.
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Independent Auditor’s Report (continued)
. 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 Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern

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

. Obtain sufficient audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence and, where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are, therefore, the
key audit matters. We described these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Other matters
The consolidated financial statements of the Group for the year ended December 31, 2018 were audited by other
auditors whose report dated May 3, 2019 expressed an unqualified opinion on those statements.

The engagement partner on the audit resulting in this independent auditors’ report is
Craig (Tony) A. Gomez.

Gl 1

CHARTERED ACCOUNTANTS

April 7,2021
Nassau, Bahamas
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Consolidated Statement of Financial Position

December 31, 2020
(Expressed in Bahamian dollars)

2020 2019

ASSETS
Current assets

Cash at bank $ 2428233 % 2,931,187

Trade receivables (Note 4) 324,154 526,016

Other assets 124,514 140,148
Total current assets 2,876,901 3,597,351
Mon-current assets

Investment properties (Note 5) 33,400,000 34,350,000
Total assets $36,276,901 $37,947,351
LIABILITIES AND EQUITY
Current liabilities

Accounts payable and other liabilities $ 1,018,508 % 096,756

Borrowings (Note &) 8,429 201 9,275,420
Total current liabilities 9,447,709 10,272,176
Mon-current liabilities

Security deposils from tenanis 204 783 280,648
Total liabilities 9,742,492 10,552,824
Equity

Capital — ordinary shares (Note 7) 12,035,000 12,035,000

Relained earnings 14,495,409 15,358,527
Total equity 26,534,409 27,394,527
Total liabilities and equity $36,276,901 $37,947,351

See accompanying notes.

These financial statements were approved on behalf of the Board of Directors on April 7, 2021 and signed on its behalf
by

”/%‘4 S Limer [l

Director Director
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Consolidated Statement of Comprehensive
(LOSS)/I ncome For the year ended December 31, 2020

(Expressed in Bahamian dollars)

2020 2019

INCOME

Rental and parking income $2,645936 52,858,265

Met fair value (loss)gain on investment properties (Mote 5) {950,000} 1,032,173
Total income 1,695,936 3,890,438
EXPENSES

Landlord expenses 1,751,793 1,653,680

Management fee (Motes 10(z), 10(b)) 157,277 157,102

Bad debts 96,340 -

Professional fees 60,755 116,308

Other 51,210 45,510

Business license fees 20,948 22034

Directors’ fees (Note 10(d)) 16,000 19,000
Total expenses 2,154,323 2,013,643
OPERATING (LOSS)/PROFIT (458,387) 1,876,795
Other expenses

Interest expense and related charges (401,731) (458,169)
NET (LOSS)/INCOME AND TOTAL COMPREHENSIVE (LOSS)/INCOME $ (860,118) $1,418,626
Weighted average number of ordinary shares outstanding 2,407,000 2,407,000
Basic (loss)/earnings per ordinary share § (0.36) § 0.59

See accompanying notes.
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2020
(Expressed in Bahamian dollars)

Capital - Retained
Ordinary Shares Earnings Total
Balance at December 31, 2018 $12,035,000 $13,940,901  $25,975,901

Tolal comprehensive income - 1,418,626 1,418,626

Balance at December 31, 2019 12,035,000 15,359,527 27,394,527
Total comprehensive loss - (860,118)

(860,118)
Balance at December 31, 2020 $12,035,000 $14,499.409  $26,534,409

See accompanying notes.
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Notes to the Consolidated Statement of Cash Flows

For the year ended December 31, 2020
(Expressed in Bahamian dollars)

2020 2019

CASH PROVIDED BY/{USED IN):

Cash flows from operating activities:

Met (loss)income for the year $(860,118) 51418626
Adjustrments to reconcile net (loss)income to net cash provided by

operaling activities:

Met fair value lossf{gain) on investiment properties 850,000 (1,032.173)
Interast expense 401,731 458,169
Cash provided by operations before changes in operating assets
and liabilities 491,613 Bdad4 622

Changes in operating assets

Increase in investment properties - (317.827)

Decrease in rade receivables 201,862 219 522

Decrease in other assets 15,634 825428
Changes in operating liabilities

Increase/{decrease) in security deposits from tenants 14,135 (123,188)

Increase in accounts payable and other liabilities 21,752 57717
Net cash provided by operating activities 744,996 1,506,374
Cash flows from financing activities:

Interest paid (401,731) (458,169)

Repayments of borrowings (846,219) (738,158)
Net cash used in financing activities {1,247,950) (1,196,325)
Net (decrease)/increase in cash and cash equivalents (502,954) 310,049
Cash and cash equivalents, beginning of the year 2931187 2,621,138
CASH AND CASH EQUIVALENTS, END OF THE YEAR $ 2,428,233 $ 2,931,187
Represented by:

Cash at bank $ 2,428,233 § 2,931,187

See accompanying notes.
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Notes to the Consolidated Financial Statements
December 31, 2020

1.  GENERAL INFORMATION

Bahamas Property Fund Limited (“the Company”) is incorporated under the Companies Act, 1992 of the
Commonwealth of The Bahamas. The Company's principal activity, through its subsidiaries, is investing
in selected commercial real estate properties in The Bahamas for the purpose of earning rental income,
through leases and achieving long-term capital appreciation.

The Company has three (3) wholly-owned subsidiaries, Fincen Limited (“Fincen™), Marina Drive Number
One Limited (“Marina™) and ProvHouse Limited (“ProvHouse"), all of which are incorporated under the
Companies Act, 1992 of the Commonwealth of The Bahamas. Fincen owns the Bahamas Financial
Centre located in New Providence, Bahamas, Marina owns One Marina Drive located on Paradise Island,
Bahamas; and ProvHouse owns Providence House located in New Providence, Bahamas. The Company
and its subsidiaries are referred to as the Group in these consolidated financial statements.

The Company’s Class A ordinary shares are listed and traded on the Bahamas International Securities
Exchange, and the registered office of the Company and its subsidiaries is located at Providence House,
East Hill Street, Nassau, Bahamas.

2. ADOPTION OF NEW STANDARDS AND AMENDMENTS TO THE STANDARDS

() New standards, amendments and interpretations adopted by the Group
New standards, amendments and interpretations to published standards
that became effective for the Group’s financial year beginning on January 1,
2020 were either not relevant or not significant to the Group's operations
and accordingly did not have a material impact on the Group’s accounting
policies or consolidated financial statements.

(i) New standards, amendments and interpretations not yet adopted by
the Group
Certain new accounting standards, amendments and interpretations have
been published that are not mandatory for December 31, 2020 reporting
periods and have not been early adopted by the Group. These standards,
amendments and interpretations are not expected to have a material impact
on the Group in the current or future reporting periods and on
foreseeable future transactions.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies applied in the preparation of the consolidated financial

statements are set out below. These policies have been consistently applied to all years
presented, unless otherwise stated.
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

a. Statement of compliance

The consolidated financial statements have been prepared in‘accordance with International
Financial Reporting Standards (“IFRS") as issued by the IASB.

b. Basis of preparation

These consolidated financial statem;s%hjébeen prepared on the historical cost basis

except for investment properties, which-are stated at fair value. The consolidated financial
statements are presented in Bahamian dollars, which is the Group's/functional and
presentation currency.

Gl Principles of consolidation ezl |

Subsidiaries are all entities over|which the Company has control. The Company controls an
entity when the Company is exposed to, or has rights to, variable returns from its involvement
with the entity|and can affect those returns through its power over the entity. The existence
and effectofptcentialvotingrightsth tare currently exercisable or convertible are considered
when assessing whether the Company controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred. They are deconsolidated from the
date that control ceases. i

Inter-company| transactions, balances and unrealized gains on transactions between group
companies are|eliminated. Unrealized losses are also eliminated unless the transaction
provides evidence of impairment of the asset transferred. Accounting policies of subsidiaries
are changed where necessary to enSL|1re consistency with the policies adopted by the Group.

d. Use of es‘&f_'éﬂ;?;tes and judgments ===

- = |
The_prepmw f na%@we nts in compliance with IFRS requires
manage ,estimates and assumptions that affect the application of

accounting policies and the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at t te of the consolidated financial statements, and the
reported amounts of revenues and ex e reporting period. Actual results
could differ from these estimates.

Estimates and underlying assumptions are revie d n an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in
any future periods affected.

Information about significant areas of estimation uncertainty and critical judgments, in
applying accounting policies that have the most significant effect on the amounts recognized
in the consolidated financial statements, are described in the following notes:

Notes 3(h),5 - Investment properties

Note 11 - Fair value of financial instruments
Note 12 - Financial risk management

Image:BAHAMAS FINANCIAL CENTER
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

e. Financial assets

The Group classifies its financial assets at amortized cost. Management determines the
classifications of its financial assets at initial recognition, and subsequently, financial assets
are reclassified only when the business model for the relevant class of financial assets, as a
whole, changes. Such reclassification is prospective and is effective from the first financial
period subsequent to the change in business model.

Financial assets at amortized cost are those held within a business model whose objective is
to collect the contractual cash flows, and those contractual terms give rise to cash flows that
are solely payments of principal and interest.

Trade receivables represent amount due from debtors for services performed in the ordinary
course of business, with short repayment terms, and are recognized initially at the amount of
consideration that is unconditional unless they contain significant financing components,
where they are recognized at fair value. Trade receivables also include unbilled recovery of
expenditure paid on behalf of debtors, which have substantially the same risk characteristics
as trade receivables.

Other financial assets at amortized cost are recognized on the trade date — the date on which
the Group commits to originate, purchase or sell the asset — and are initially recognized at fair
value plus transaction costs.

Financial assets at amortized cost are subsequently carried at amortized cost using the
effective interest method, less provisions for impairment.

Financial assets are derecognized when the rights to receive cash flows from the financial
assets have expired or when the Group has transferred substantially all risks and rewards of
ownership. If the Group has neither transferred or retained substantially all the risks and
rewards of ownership, an assessment is made whether the Group has retained control of the
financial assets. Where the Group has not retained control, financial assets are derecognized
as separate assets or liabilities. Alternatively, where the Group has retained control, the
Group continues to recognize the financial assets to the extent of its continuing involvement
in the financial assets.

Gains or losses arising from sales are recognized in the consolidated statement of
comprehensive (loss)/income as a part of net income in the financial period in which they
arise.

f. Impairment of financial assets at amortized cost

The Group applies the simplified approach to measuring expected credit losses, which uses
a lifetime expected loss allowance for all trade receivables and other financial assets at
amortized cost.

To measure the expected credit losses, trade receivables and other financial assets at
amortized cost are grouped based on shared credit risk characteristics and the days past
due. The expected loss rates are based on payment profiles over a period of two (2) prior
years and the relevant historical credit losses experienced within that period. The historical
loss rates are adjusted to reflect current and forward-looking information on macroeconomic
factors affecting the ability of the debtors to settle the financial assets. The Group has
identified the gross domestic
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

product (GDP) growth rate experienced in the markets in which it operates to be the most relevant
factor, and accordingly adjusts the historical loss rates based on expected changes in these
factors.

The calculation of expected credit losses of a collateralized financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.

The carrying amount of the financial asset is reduced through the use of an allowance account,
which is also referred to as provision for doubtful accounts in relation to trade receivables, and the
amount of the expected credit loss is recognized on the consolidated statement of comprehensive
(loss)/income as bad debts. Decreases in previously recognized expected credit losses are
recognized against the same financial statement line item.

Financial assets at amortized cost are written off against the related allowance account when
there is no reasonable expectation of recovery, typically evidenced by, amongst other factors, the
failure of a debtor to engage in a repayment plan with the Group, and a failure to make contractual
payments for a period greater than ninety (90) days.

Recoveries of account previously written off are recognized directly in the consolidated statement
of comprehensive (loss)/income as a part of the impairment loss expense included in net (loss)/
income.

g. Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash at bank, on demand.

h. Investment properties

Properties that are held for long-term rental yields or for capital appreciation or both, and that are
not occupied by companies in the Group, are classified as investment properties. Investment
properties comprise freehold land and buildings.

Investment properties are measured initially at cost, including related transaction costs.
Subsequently, investment properties are carried at fair value. Fair value is based on valuation
methods using discounted cash flow projections.

The fair value of investment properties reflects, among other things, rental income from current
leases and assumptions about rental income from future leases based on current market
conditions. The fair value also reflects, on a similar basis, any cash outflows that could be expected
in respect of the properties. The fair value of investment properties does not reflect future capital
expenditure that will improve or enhance the properties and does not reflect the related future
benefits from this future expenditure other than those a rational market participant would take
into account when determining the fair value of the properties.

Subsequent expenditure is capitalized to the asset’s carrying amount only when it is probable that
future economic benefits associated with the expenditure will flow to the Group and the cost of
the item can be measured reliably. All repairs and maintenance costs are charged to the
consolidated statement of comprehensive (loss)/income as a part of net (loss)/income during
the financial period in which they are incurred. When part of an investment property is replaced,
the carrying amount of the replaced part is derecognized. Changes in fair values are recognized
in the consolidated statement of comprehensive (loss)/income as a part of net (loss)/income.
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

as a part of net (loss)/income during the financial period in which they are incurred.

When part of an investment property is replaced, the carrying amount of the replaced

part is derecognized. Changes in fair values are recognized in the consolidated statement of
comprehensive (loss)/income as a part of net (loss)/income. An investment property is
derecognized either when it has been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its
disposal.

i Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred.
Borrowings are subsequently recognized at amortized cost; any difference between the
proceeds (net of transactions costs) and the redemption value is recognized in the
consolidated statement of comprehensive (loss)/income over the period of the borrowings
using the effective interest method. Borrowings are derecognized when the obligation
specified in the contract has been extinguished discharged, cancelled or expired.

The portions of borrowings due within twelve (12) months after the date of the statement of
financial position are classified as current liabilities.

. Other liabilities

Other financial liabilities are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method.

The Group obtains deposits from tenants as a guarantee for returning the property at the
end of the lease term in a specified condition or for future lease payments. Such deposits
are treated as financial liabilities, recognized initially at fair value and subsequently measured
at amortized cost. The financial liabilities are recognized when repaid or offset against
outstanding trade receivables upon termination of the applicable lease.

k. Share capital

Share issue costs

Incremental costs directly attributable to the issue of new shares or options are shown in
equity as a deduction from the proceeds.

Dividends

Dividends on ordinary shares are recognized in equity in the financial period in which they
are approved by the Company's Directors. Dividends declared after the date of the statement
of financial position, but before the consolidated financial statements are issued, are
disclosed as subsequent events to the financial statements.

Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by
the Group are classified as operating leases. Properties leased out under such leases are

included in investment properties in the consolidated statement of financial position. Rental
income recognition is described in Note 3(m).
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

m. Income and expense recognition

Rental income from operating leases (including office, retail and parking space) is recognized

on a straight-line basis over the lease term. When the Group provides incentives to its customers,
the costs of incentives are recognized over the lease term, on a straight-line basis, as a reduction
of rental income. Rental payments received in advance are recognized as unearned rental income
and recorded in income over the period to which the payment relates.

Interest income and expense are recognized using the effective interest method. The effective
interest method is a method of calculating the amortized cost of a financial asset or financial
liability and allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
throughout the expected life of the financial instrument or, when appropriate, a shorter period to
the net carrying amount of the financial asset or financial liability. When calculating the effective
interest rate, the Group estimates cash flows considering all contractual terms of the financial
instrument (for example, prepayment options) but does not consider future credit losses. The
calculation includes all fees and commissions paid or received between parties to the contract
that are an integral part of the effective interest rate, transaction costs and all other premiums or
discounts. All other income and expenses are recognized on the accrual basis.

n. Building maintenance cost

Building maintenance costs are borne by the tenants of the properties and are paid through a
monthly service charge levied, based on an annually approved budget. Actual expenditures in
excess or short of the approved budget are reflected in the following year’s service charges and
are included as adjustments to trade receivables in the consolidated statement of financial
position.

The service charges are not recorded as revenue, but rather as a deduction from the relevant
expenses. Maintenance costs allocable to vacant rental space are borne by the Group and are
included in the consolidated statement of comprehensive (loss)/income as a part of net (loss)/
income.

0. Related parties

Arelated party represents an entity or an individual that has the ability to control, directly or
indirectly, through one or more intermediaries, or exercises significant influence over the other
party in making financial and operating decisions. Such relationships also exist between and/or
among entities which are under common control with the reporting entity and its key management
personnel. In considering each possible related party relationship, attention is directed to the
substance of the relationship, and not merely to the legal form.

p. Taxation
Under the current laws of The Bahamas, the country of domicile of the Company and its
subsidiaries, there are no income, capital gains or other corporate taxes imposed. The Group's

operations do not subject it to taxation in any other jurisdiction.

q. Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker. The chief operating decision-maker, which is the
person or group responsible for allocating resources and assessing performance of the
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

operating segments, has been identified as the investment committee of the Investment
Manager.

Income and expenses directly associated with each segment are included in determining
business segment performance. The Group has identified each property as a business
segment.

4. TRADE RECEIVABLES

2020 2019
Trade receivables § 645454 & 751,016
Provision for doubtful accounts (321,340} (225,000)
Taotal 5324154 5 526,016
Movements in the provision for doubtful accounts are as follows:

2020 2019
As of the beginning of the year $225,000 225,000
Provision for doubtful accounts 150,000 -
Reversal of prior yaar's provision (53.660) -
As of the end of the year 5321,340 $225.000

The Group had trade receivables past due but not credit-impaired of $102,247 (2019: $Nil);
and credit-impaired, representing an ageing of ninety (90) days or greater of $253,530
(2019: $225,000).

5. INVESTMENT PROPERTIES

The Group ranks its non-financial assets carried at fair value based on the hierarchy of valuation
techniques required by IFRS, which is determined based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the Group’s market assumptions. These two (2)
types of inputs lead to the following fair value hierarchy:

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

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices).
Level 3 — Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

This hierarchy requires the use of observable market data when available. The Group considers
relevant and observable market prices in its valuations where possible.

The level in the fair value hierarchy within which the fair value measurement is categorized in its
entirety is determined on the basis of the lowest level input that is significant to the fair value
measurement in its entirety. For this purpose, the significance of an input is assessed against the fair
value measurement in its entirety. If a fair value measurement uses observable inputs that require
significant adjustment based on unobservable inputs, that measurement is a Level 3 measurement.
Assessing the significance of a particular input to the fair value measurement in its entirety requires
judgement, considering factors specific to the asset.

The determination of what constitutes ‘observable’ requires significant judgment by the Group. The
Group considers observable data to be market data that is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are
actively involved in the relevant market.

The fair value of non-financial assets traded in active markets is based on quoted market prices at the
date of the consolidated statement of financial position. A market is regarded as active if quoted
prices are readily and regularly available from the dealer, broker, industry group, pricing service or
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

regulatory agency, and those prices represent actual and regularly occurring market transactions
on an arm'’s length basis. These non-financial assets are included in Level 1.Non-financial assets
that trade in markets that are not considered to be active but are valued based on quoted market
prices, broker quotations or alternative pricing sources supported by observable inputs are classified
within Level 2.Non-financial assets classified within Level 3 have significant unobservable inputs.

The movements in investment properties during the year are as follows:

2020 2019

Balance at beginning of the year 334,350,000 $33,000,000

Additions - 317,827

Met fair value (loss)/gain on investment properties 1,032,173
{950,000)

Balance at end of the year $£33,400,000 $34,350,000

All investment properties are classified as Level 3 assets.

Investment properties were revalued by independent appraisers as of December 31, 2020. Fair
value is based on valuation methods using discounted cash flow projections, which reflect, among
other things, assumptions about rental rates and vacancy rates in light of current market conditions,
and market discount rates. The fair value also reflects, on a similar basis, any cash outflows that
could be expected in respect of the investment properties.

The following table illustrates the impact of changes in estimates and assumptions in the
determination of fair values of land and buildings.

Estimates/Assumptions Change Impact on total
equity
Rental revenue +5.00%-5.00% § 2,400,000/%(2,400,000)
Vacancy rates +3.00%-3.00% $(3,000,000)/$3,000,000
Discount rate +0.50%-0.50% £(2,200,000)/52,200,000

6. BORROWINGS

2020 2019

RBC Royal Bank (Bahamas) Limited 58,429,201 $08,275420

As at December 31, 2020, the RBC Royal Bank (Bahamas) Limited (“the Bank™) loan bears interest
at Nassau Prime rate plus 0.25% per annum; Nassau Prime rate was 4.25% as of December 31,
2020 (2019: 4.25%). The bank loan is contractually repayable on demand. However, the loan
agreement establishes a schedule of repayments, which are in monthly installments of blended
principal and interest in the aggregate amount of $97,679, and four (4) lump-sum payments of
$75,000 in varying years over the amortization period, with full settlement by November 29, 2029.
The bank loan is guaranteed by the following:

. Guarantee and postponement of claims in the amount of $14,500,000 signed by Fincen
and in the amount of $4,500,000 signed by Marina supported by Directors’ resolutions.

. Registered first demand debenture signed by both Fincen and Marina incorporating a first
fixed charge over the Bahamas Financial Centre and One Marina Drive and a floating charge
over all other assets, which is stamped to secure $19,000,000.

. All perils insurance coverage over the Bahamas Financial Centre and One Marina Drive with
the Bank as loss payee.
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

. Assignment of the rents payable under all leases with tenants from time to time of
the Bahamas Financial Centre and One Marina Drive.

The Bank has not notified the Group of any breach of the loan agreement.

Principal payments due within one (1) year under the schedule of repayments total $786,154
(2019: $834,369).

7. CAPITAL

2020 2019
Authorized
10,000,000 Class A ordinary shares of $0.01 each § 100,000 § 100,000
1,000,000 ordinary preference shares of $0.01 each 5 10,000 5 10,000
1,000,000 ordinary manag&ment shares with no par value ] - &
Issued and Fully Paid
2,407,000 Class A ordinary shares of $0.01 each 3 24070 5 24,070
Share premium 12,010,930 12,010,930
Total £12,035,000 $12,035,000
1,000 ordinary management shares with no par value $ - 5

Class A ordinary shares carry no voting rights, but are entitled to fully participate in the profits and
losses of the Group. The Class A ordinary shares were initially issued at $5.00 per share and,
thereafter, Class A ordinary shares are available for issue by the Group, following approval by the
Directors and at a price to be determined by the Directors. Ordinary management shares carry full
voting rights, but are not entitled to participate in the profits of the Group. All ordinary management
shares have been issued and are owned by RF Bank & Trust (Bahamas) Limited ("RFBT") (formerly
Royal Fidelity Merchant Bank & Trust Limited), a bank incorporated and licensed in The Bahamas.

8. OPERATING LEASES
The general period of leases, whereby the Group leases out its investment properties under

operating leases, is two (2) years or more. The future aggregate minimum rentals receivable
under non-cancellable operating leases are as follows:

2020 2019

Mo later than 1 year £2,080,379 £1,079,094
Later than 1 year and no later than 5 years 4 565,005 3,594 808
Later than 5 years 1,122 426 3,166,513
57,767,810 7,840,415
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BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

9. SEGMENT ANALYSIS

Operating segments are reported in accordance with the internal reporting provided to the
investment committee of the Investment Manager (See Note 10), which is responsible for
allocating resources to the reportable segments and assessing their performance. The
Group has three (3) main business segments, representing each subsidiary within the Group,
that each own a respective property.

The revenues from external parties reported to the investment committee are measured in
a manner consistent with that presented in the consolidated statement of comprehensive
(loss)/income; there are no material items of income and expense between the business
segments.

The information provided about each segment is based on the internal reports about the
segment income, expenses, assets and other information, which are regularly reviewed by
the investment committee. Segment assets and liabilities comprise operating assets and
liabilities, representing the consolidated statement of financial position.

Segment information for the reportable segments for the year ended December 31, 2020 is

as follows:
Fincen  ProvHous Marina Other Total
1]

December 31, 2020

INCOME

Rental and parking income § 2,068,082 § 302587 § 290,852 $ (3ETS) $ 25455938
Met fair value loss on investment

properties (450,000) - (S00,000) - (950,000}

1,606,092 302,567 (209.048) (3,675) 1,695,936

EXPENSES

Landlord expenses 1,318,433 - 433,360 - 1,751,793
Management fee - - - 157,277 157 277
Bad debts 150,000 - (53,6680) - 56,340
Professional fees 18,292 16,575 17,33 B.557 60,755
Othar 20,695 1,609 18,038 10,668 51,210
Business license faes 19,888 530 530 - 20,948
Darectors’ faes - - - 16,000 16,000

1,527,308 18,714 415,599 192,702 2,154,323

Operating {loss)/profit T8, 784 283,853 (624,647) (196,377) (458,387)
Other expenses

Interest expense and related charges - - - (401,731)

{401,731)

Net (loss)lincome and

total comprahensive (loss)fincome 5 T8, 784 § 283853 § (624.647) 5 (598,108) 5 (B50,118)
TOTAL ASSETS 526,138,551 54,766,003 54 623 527 § 748,730 $36.276,901
TOTAL LIABILITIES § 561173 § 259530 5 435526 38,485,863 % 0742402

30
2020 ANNUAL REPORT



BAHAMAS PROPERTY FUND LIMITED

Notes to the Consolidated Financial Statements (continued)

Fincen  ProvHous Marina Other Total
]
December 31, 2019
INCOME
Rental and parking income 3 2352904 3 23132 % 281,086 $ (1837 3 2,858 265
Met fair value gain'(loss) on investment
proparies 1,250,000 582173 (B0, D) - 1,032,173
3,602,904 B8, 305 [518.934) (1.837) 3,890,438
EXPEMNSES
Landlord expenses 1,193,254 67,208 303227 . 1,653,689
Managament fea - - - 157.102 157,102
Professional fees 28,081 18,728 15,658 52,8349 116,308
Hher 3815 12,140 2.753 26,802 45,510
Business licensa fees 18,176 434 2424 - 22,034
Directors’ feas - - - 18,000 19,000
1,245,326 B8 511 414 063 255,743 2,013,643
Operating profit/{loss) 2,357 578 709,794 (932.097) {257,580 1,876,795
Other expenses
Irilierist expenss and rlated charges . . . (458.169)
(458,169}
Net incomed{loss) and
total comprehensive incomal(loss) § 2357578 5 TOG7H4  § (932997) S(T15749)  § 1,416,626
TOTAL ASSETS $27.076,799 $4,351,498 $5,313,603 51,206,451 $37.947.351
TOTAL LIABILITIES $ 578,205 § 129,187 $ 500955 $9,344.477 §10,552,824

The Group has concentration risk with its investment properties and related revenue, with two (2)
tenant groups representing 81.52% (2019: 82.09%) of revenue for Fincen; two (2) tenant groups
representing 88.24% (2019: two (2) tenant groups representing 91.05%) of revenue for Marina; and
one (1) tenant representing 74.61% (2019: one (1) tenant representing 66.75%) of total revenue for
ProvHouse.

10. RELATED PARTY BALANCES AND TRANSACTIONS

The Group’s activities are principally directed and managed by the service providers, all of which are
related parties.

Related party balances and transactions, not disclosed elsewhere in these consolidated financial
statements, are as follows:

a) Investment management agreement

Pursuant to an agreement dated December 21, 2014, RFBT serves as the Group'’s
investment manager (“the Investment Manager™). The Investment Manager is

entitled to receive a quarterly management fee, payable in arrears, equal to 0.375%

per annum of the nominal asset value, defined as the aggregate value of the Group’s
assets, calculated on a valuation day (the last business day of each calendar quarter). The
Investment Manager is also entitled to a fee equal to 1.50% of the transaction value or net
price of all real property acquisitions, disposals and exchanges by the Group. The
management fee of $157,277 (2019: $157,102) is included in the consolidated statement of
comprehensive (loss)/income.
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Notes to the Consolidated Financial Statements (continued)

b) Administrative services agreement

Pursuant to an agreement dated December 20, 1999; and amended effective January 1, 2019,
RFBT serves as the Group’s administrator and is entitled to receive a quarterly administration fee
of $15,000, payable in arrears, which is included in the common area maintenance costs charged
to tenants of the Group.

c) Directors and officers

Certain directors of the Group are also directors or officers of RFBT and its subsidiaries, including
the Investment Manager.

d) Cash at bank and credit facility

The Group has demand deposit accounts with RFBT, which do not earn interest. As of December
31, 2020, the balances totaled $2,428,233 (2019: $2,931,187).

The Group has an unsecured line of credit with RFBT of $1,000,000, which incurs interest at a rate
of 8.50% per annum. During the year, the facility was not utilized and, accordingly, the Group did
not incur interest expense.

e) Other

During 2018, RFBT entered into a five (5) year lease agreement with ProvHouse for commercial
office space, with rental revenues commencing in May 2019. Financial assets and liabilities are
principally Level 2 in the fair value hierarchy.

11. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments utilized by the Group comprise the financial assets and liabilities recognized in the
consolidated financial statements. The Group’s financial instruments are principally short-term in nature
or have interest rates that reset to market interest rates; accordingly, their fair values approximate their
carrying values.

Financial assets and liabilities are principally Level 2 in the fair value hierarchy.

12, FINANCIAL RISK MANAGEMENT

The Group engages in transactions that expose it to market risk (which includes price, currency and
interest rate risks), credit risk and liquidity risk in the normal course of operations. The Group's financial
performance is affected by its ability to understand and effectively manage these risks.

The Investment Manager is responsible for identifying and managing risks. The Directors monitor the
Investment Manager and are ultimately responsible for the overall financial risk management of the Group.

Monitoring and controlling risks is performed through the establishment of limits by the Directors,
which reflect the business strategy, including the level of risk that the Group is willing to accept and the
market environment in which the Group operates. In addition, the Group monitors and measures the
overall level of risk in relation to the aggregate risk exposure across all types and activities.
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Concentration of risks

Concentration of risks indicates the relative sensitivity of the Group’s performance to developments
affecting a particular industry or geographical location, and arises: when a significant proportion

of financial instruments or contracts are entered into with the same counterparty; or where a
significant proportion of counterparties are engaged in similar business activities, or activities

in the same geographical region, or that have similar economic features that would cause their ability
to meet contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentration of currency risk arises when the Group has a significant net open position
in a single foreign currency or aggregate net open positions in several currencies that are historically
positively correlated. Concentration of liquidity risk arises from the repayment terms of financial
liabilities, sources of borrowing facilities or reliance on a particular market in which to realize liquid
assets.

The Group has significant geographical concentration risks because its investment properties are
located in The Bahamas; specifically, New Providence and Paradise Island. See Note 5 for the impact
on fair value of investment properties from changes in key estimates and assumptions.

To mitigate excessive concentration of risks, the Group's policies and procedures include specific
guidelines to maintain appropriate diversification. The Group seeks to diversify its exposure by
investing in properties that are leased as commercial, office and retail space.

a) Market risk
Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market prices and other market factors. The Group is not
exposed to price risk as it does not invest in equity securities.

Currency risk

Currency risk is the risk that the fair values and/or amounts realized on sales of financial
instruments or the settlement of financial liabilities may fluctuate due to changes in
foreign exchange rates. The Group is not exposed to significant currency risk, as its
financial instruments are denominated in Bahamian dollars, and the majority of its
transactions are also denominated in Bahamian dollars. The remaining transactions are
denominated in United States dollars. However, this risk is mitigated because the
Bahamian dollar/ United States dollar exchange rate is fixed at 1:1.

Interest rate risk

Interest rate risk is the risk that the fair values or cash flows of financial instruments will
fluctuate because of changes in market interest rates. The Group’s cash flow interest rate
risk arises from its borrowings (Note 6), which bear interest at a variable rate. The Group
does not hedge against its cash flow interest rate risk exposure, which is not considered
significant as the Bahamian

dollar prime rate has not experienced frequent significant changes in prior years. Trade
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receivables and other financial assets and financial liabilities generally do not bear interest
and have settlement dates of less than one (1) year.

The Group does not have any significant exposure to fair value interest rate risk.

The Directors monitor interest rate risk and determine the most appropriate capital
structure (i.e. gearing ratio) to maximize profits for the Group’s shareholders.

b) Credit risk

Credit risk is the risk that a counterparty will be unable or unwilling to meet a commitment
that it entered into with the Group. Credit risk arises from cash at banks as well as credit
exposures with respect to rental customers, including outstanding trade receivables. Cash
balances are placed with a financial institution in good standing with the Central Bank of The
Bahamas. Further, the Group has policies in place to ensure that rental contracts are made
with customers with an appropriate credit history.

The Group assesses the probability of default of financial assets upon recognition, and
continually assesses whether there has been a significant increase in credit risk for the
purpose of recognizing expected credit losses. A significant increase in credit risk is presumed
if contract payments from a counterparty are more than thirty (30) days past due. Further,
financial assets are classified as in default, which is consistent with the definition of credit-
impaired, if contractual payments from a counterparty are more than ninety (90) days past
due. Other qualitative factors specifictoacounterparty’s ability and intent to make contractual
payments when due are evaluated in determining whether a financial asset is in default.

The Group's concentration of credit risk with respect to rental customers is consistent
with the concentration of rental and parking income (See Note 9).

c) Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its payment obligations
associated with its financial liabilities when they become due. The Group's operations
generate monthly cash inflows that are used to meet its expenses and borrowing repayment
obligations. In addition, the Group maintains flexibility in funding through a committed credit
facility (Note 10(d)). With the exception of borrowings and security deposits from tenants,
the Group'’s financial liabilities are due within one (1) year. The cash flows associated with
borrowings are disclosed in Note 6.

All of the Group's financial assets are due within one (1) year.
13. CAPITAL MANAGEMENT
The Group's objectives when managing capital are to safeguard the Group's ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to

maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
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The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated as total borrowings (effectively, total liabilities) less
cash at bank. Total capital is calculated as total equity, as shown in the consolidated statement of
financial position, plus net debt.

The gearing ratio as of December 31, 2020 is as follows:

2020 2019
Total liabilities $ 9,742 492 $10,552,824
Less: Cash al bank (2.428,233) (2,931,187}
Net debt 7,314 259 7,621,637
Total equity 26,534,409 27,394,527
Total adjusted capital 533,848 668 $35016,164
Gearing ralio 21.61% 21.77%

14, COVID-19 PANDEMIC

In December, 2019, a novel strain of coronavirus (“COVID-19") surfaced in Wuhan, China. This
virus continues to spread around the world, resulting in business and social disruption. COVID-19
was declared a global pandemic by the World Health Organization on March 11, 2020.

As the COVID-19 pandemic is ongoing and the near term worldwide economic outlook remains
uncertain, management is unable to reasonably estimate the length or severity of the pandemic,
or the extent to which the disruption may materially impact the consolidated financial statements
in the future.

As at the reporting date, any impact on the balances due to the ongoing COVID-19 pandemic has
been appropriately accounted for in accordance with the reporting framework. Management does not
believe there is any risk to the Group’s ability to continue as a going concern for the foreseeable future
from the reporting date due to the COVID-19 pandemic.

Management has evaluated all significant activities through to the date these consolidated financial
statements were available to be issued and concluded that no additional subsequent events occurred
that would require recognition in the consolidated financial statements or disclosure in the notes to
the consolidated financial statements.
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