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KAF INVESTMENT FUNDS BERHAD (334195-K)

MANAGER’S REPORT
We are pleased to present the Manager’s Report for the
interim period ended 30 June 2016 (“the period”).
1. Launch Date
The KAF First Fund (“KFF”) commenced operations on
16 January 1996 and will continue its operations until
terminated according to the Deed dated 22 December 1995,
2nd Supplemental Deed of Trust dated 8 January 1999, 3rd
Supplemental Deed dated 27 July 2001, 4th Supplemental
Deed dated 9 January 2014 and 5th Supplemental Deed
dated 12 March 2015.
2. Type of Fund
Income & Growth Fund
3. Category of Fund
Balanced Fund.
4. Fund’s Objective, Benchmark and Distribution Policy
KFF seeks to provide medium-to-long term investors with a
reasonable level of income and capital growth by investing
in both equities and fixed-income securities.
Diversification of investments across equities, fixed-income
securities and money market instruments is a strategy used
to reduce the investment risks. The equity portion is expected
to contribute both capital and income returns. Investors
will benefit from the stability arising from investments
in fixed-income securities, which are expected to offer a
steady flow of income and lower volatility.
KFF’s asset allocation is subject to a maximum 60% exposure
in equities and a minimum 40% in fixed-income securities
and other liquid assets.
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The benchmark used to measure KFF’s performance is a
weighted index derived by taking 60% from the returns
of the FTSE Bursa Malaysia Kuala Lumpur Composite
Index (FBM-KLCI) and 40% of Maybank’s monthly average
12-month fixed deposit rate. The weighted benchmark
index is designed to replicate KFF’s investment policy of
investing up to a maximum 60% of the net asset value
(NAV) in equities.
Income distribution (if any) is incidental.
5. Review of Fund Operations and Performance
For June 2016, the Fund recorded a return of -1.80% against
its benchmark performance of -0.67% for the period. The
underperformance was largely the result of weak equity
market which whereby the FTSE Bursa Malaysia KLCI has
declined -2.28% in the same period. Equity holdings was
maintained at 59.80% while bond holdings remained at
33.69%. For bond holdings, we maintained our exposure
given the low yields and expensive valuations. As such, the
Fund met its objective by providing reasonable level on
income and capital growth.
Performance Chart since Inception
(16 Jan 1996 to 30 June 2016)

MANAGER’S REPORT
Fund Performance as ranked by Lipper Asia Limited
Mean of
Industry:
Non-Islamic
Mixed Asset
Balanced
% change

KFF
Period
% change Rank
6 months
01/01/2016 – 01/07/2016
-1.72
16/23
-1.02
1 year
01/07/2015 – 01/07/2016
4.29
3/22
0.76
3 years
01/07/2013 – 01/07/2016
19.55
3/20
10.1
5 years
01/07/2011 – 01/07/2016
34.92
4/17
26.34
Source: The Edge, July 11, 2016 issue, Edge-Lipper Fund
Table, an independent source
For the interim period ended 30 June 2016, net realised gain
amounted to RM0.48 million from the disposal of shares,
income earned from dividends and interest.
As at end of the period, the unrealised gain for the Fund
stood at RM1.19 million. The Fund’s NAV grew to RM36.40
million as at 30 June 2016 from RM36.20 million as at
31 December 2015. The NAV per unit as at 30 June 2016
decreased to RM0.5302 as compared to the NAV per unit
of RM0.5399 as at 31 December 2015.
There is no distribution declared in the interim period.

Source: Novagni Analytics and Advisory Sdn Bhd, an independent
source

Past performance is not necessarily indicative of future
performance.
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Returns
Equities securities
Fixed-income securities
Dividend earned
Interest income

Local
(RM’000)
(1,031.79)
3.13
456.53
1,057.11

Unrealised Gain
Equities securities
Fixed-income securities

1,151.24
42.64
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6. Asset Allocation and Investment Strategies Employed

7. Review of the Market

We maintained our equity exposure between 40% to 60%
range and hold cash to position the portfolio defensive.
Equity selections were focused mainly in mid cap stocks,
while fixed-income exposure was maintained at 33.7%. For
bond holdings, we held bonds that yielded good returns
and had low credit risk. The cash portion was invested in the
money market (repurchase agreement/short-term deposits)
with financial institutions at prevailing interest rates.

a) Equity

The fund manager does not employ any other investment
strategy apart from the investment strategy stated in the
Master Prospectus dated 30 January 2016. There were no
significant changes in the Fund’s state of affairs during
the period. Also, there were no circumstances which could
materially affect any of the unit holders.
Asset Allocation

Asset Class
Equity & derivative
securities
Fixed-income
securities
Liquid assets net of
payables

Percentage of NAV
Change in
as at
Exposure
31/12/2015 30/06/2016 over Period
49.3%

59.8%

10.5%

47.7%

33.7%

-14.0%

3.0%

6.5%

3.5%

Portfolio of Investment and Other Assets
as at 30 June 2016
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Year-to-date up till June 2016, the FBM-KLCI has fallen -2.28%
on the back of 1 Malaysia Development Berhad (1MDB)
news, lackluster movement on oil and a weaker Ringgit.
The stock market kick started the year on a volatile foot. The
FBM-KLCI sold off in January 2016 on the back of regional
bourses selling off on China’s growth fears and Renminbi
weakness and outflow. The Shanghai composite index
limiting down by 7% on the first trading day. Meanwhile,
US and European stocks too had heightened volatility led
to more headaches for Asian equities. Domestically, the
government announced a revision to the 2016 budget in
response to a slowing domestic and global economic growth.
The government targets a series of restructuring steps
which is expected to save MYR9b and maintain the 2016
fiscal deficit target of 3.1% of GDP. Separately, Parliament
passed a motion allowing Malaysia’s participation in the
Trans-Pacific Partnership Agreement, moving the country a
step forwards towards signing and ratifying the trade accord
bringing together 12 nations. Malaysia’s 1MDB defaulted
on a US$1.75bn bond on 26 April, triggering cross defaults
on two other notes totaling US$1.9bn. The fund announced
that it had failed to make an interest payment of US$50m
on 5.75% bonds. Meanwhile, 1st quarter reporting season
saw corporate Malaysia reporting disappointing results.
This was in-line with a slowing economy. In June, there was
no respite following a global markets rout after Britain’s
historic vote to leave the European Union. Shares and
currencies in Asia headed for turbulent and volatile selloff.
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b) Fixed-income
Year to date till June 2016, Malaysian Government Securities
(MGS) bull flattened particularly during the first quarter
where the 3y/10y spread tightened to 60bps from 92bps in
December 2015. Market experience recovery post Fed Fund
rate which alleviated earlier uncertainties. US treasuries
continued to rally in anticipation of slower trajectory of
Fed Fund rate hike. Accommodative monetary policy theme
continue to dominate as central banks globally expected
to stabilize macro financial condition. Government bond
yields continued to remain low particularly in US, Europe and
Japan. Continued loose monetary policy continue to bode
well for Emerging Market including Malaysia as reflected
by bond market rally and currency. The UK referendum
in June impacted all the asset classes where bond yields
collapse in developed market as investor sought for safe
haven assets. Malaysian government bond yields fell to
levels last seen prior to the sell-off in June 2013 as BNM’s
dovish stance is expected to continue in line with monetary
easing by the Federal Reserve, Bank of England, Bank of
Japan and European Central Bank.
8. Market Outlook and Strategy
For Malaysia, domestic and external uncertainties pose risks
to the outlook, notably disappointing demand for exports
and renewed weakness in oil and commodity prices. The
economy’s resilience to such developments is supported
by its increasingly diversified economic structure (services
and manufacturing now account for 75 per cent of GDP),
adequate international reserves, a flexible exchange rate,
well-developed capital markets, and steps taken to bolster
the budget. While the government is committed to pushing
ahead with major infrastructure projects including mass rapid
transit and light railway systems, the prospects are bleak
for investment in oil and gas exploration and production,
with the plunge in hydrocarbon prices. The government’s
aim of a balanced budget by 2020 may require further
action on both revenue and expenditure. In view of these
issues, we will be maintaining a cautious stance on the
domestic market.
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Globally, world GDP growth will be more subdued than
expected by the consensus, around 3% per annum in 201617. The gap between the growth of emerging (which is
globally decelerating) and developed countries (which is
recovering) will continue to narrow. Developed economies
will continue to be driven by domestic demand (Europe,
US, Japan) although slowed down by negative spill-overs
from the Emerging Market deceleration. The US recovery
will decelerate gradually to potential by 2017, while the
Eurozone recovery should continue at a pace similar to
that of 2015 (although Brexit would could send the UK
economy in recession, it should not derail the recovery in
the Eurozone). The Chinese economy is stabilizing while
emerging markets will continue to face major challenges
although the situation will not be worse than 2015. In the
US, the recovery will continue but decelerate. The recovery’s
main support will continue to be the improvements in the
household space (deleveraging, fall in unemployment, wages
growth) which will provide a buffer against recession risk.
9. Analysis of Unit holders

Size of Holdings
5,000 and below
5,001 to 10,000
10,001 to 50,000
50,001 to 500,000
500,001 and above

No. of Unit No. of Units
holders
held
569
1,213,455
367
2,681,346
641
14,520,096
248
30,930,969
6
19,287,087
1,831
68,632,953

Note: The above is excluding Manager’s stock.
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10. Policy on Stockbroking Rebates and Soft Commission
The Securities Commission’s (SC) guidelines states that a
management company, a trustee or its delegate should
not retain any rebate from or otherwise share in any
commission with any broker/dealer in consideration for
directing dealings in a fund’s property. Any rebate or shared
commission should be directed to the account of the fund
concerned. Hence, the Manager will credit all stockbroking
rebates to KFF’s account.
The SC’s guidelines further states that goods and services
(“soft commissions”) provided by any broker/dealer may
be retained by a management company or its delegate,
but only if the goods and services are of demonstrable
benefit to unit holders.
During the financial period under review, the management
company had received soft commissions in the form of
financial wire services and a stock quotation system incidental
to the investment management of the Fund.

KEY PERFORMANCE DATA

Portfolio Composition

Quoted Equities
Construction & Building
Material
Consumer Products
Finance
Gaming
Industrial Products
Oil & Gas
Properties
REITs
Telecommunication
Technology
Trading/Services
Utilities
Total Quoted Equities
Fixed-Income Securities
Unquoted Bonds
Liquid and other assets
Total
Total return for the year
Capital growth
Income Distribution
Performance
Financial year
ended
31.12.2015
31.12.2014
31.12.2013
31.12.2012
31.12.2011

One (1) year
Three (3) years
Five (5) years

As At 30 June
2016
2015
2014
(Percentage of NAV)
%
%
%
4.44
30.76
6.42
3.46
2.48
2.77
9.47
59.80

2.93
10.70
4.24
0.46
0.73
8.19
0.03
5.41
10.33
43.02

6.05
3.55
16.81
3.39
3.41
3.94
6.23
14.67
58.05

33.69
33.69
6.51
100.00

46.36
46.36
10.62
100.00

38.13
38.13
3.82
100.00

RM
RM
RM
(633,443) 553,163 (2,645,470)
(72,348) 1,157,155 2,604,693

Income
Return
%

Capital
Return
%

8.33
8.61
8.33
8.59
8.59

3.35
(3.35)
3.23
(0.08)
(8.31)

Annual Total Return
KFF
Benchmark
%
%
11.96
4.98
11.82
8.51
(0.44)

(0.94)
(2.13)
7.62
7.50
1.89

Average Annual Return
KFF
Benchmark
%
%
4.97
(0.41)
6.49
(0.01)
7.01
2.03

Note: Basis of calculation is in line with the compilation
method used by Novagni Analytics and Advisory Sdn Bhd,
an independent source.
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Net Asset Value (NAV)
and Units in Circulation
Total NAV (RM’000)
Units in circulation
(in’000)
NAV per unit (RM)

As at 30 June
2016
2015

TRUSTEE’S REPORT

2014

36,402

37,088

39,650

68,662
0.5302

67,777
0.5472

73,427
0.5400

0.5579
0.5223

0.5653
0.5224

0.5453
0.5329

Nil

Nil

Nil

Nil
0.5302

Nil
0.5472

Nil
0.5400

Distribution

Nil

Nil

Nil

Unit Split (unit)

Nil

Nil

Nil

Management Expense
Ratio (MER)

1.81

1.77

1.73

Portfolio Turnover Ratio
(PTR)

1.14

0.87

1.99

Unit Prices for the year
(RM per unit)
NAV (year high)
NAV (year low)
NAV (year high, exdistribution)
NAV (year low, exdistribution)
NAV

Note: Management Expense Ratio (MER) is calculated by
taking the total fees and recovered expenses incurred
by the Fund divided by the average fund size. Portfolio
Turnover Ratio (PTR) is calculated by taking the average
of the acquisition and disposal of the Fund divided by the
average fund size.
The MER for the period was higher than previous period
due to increase in the Fund’s expense during the period
under review (refer to Note 14).

TO THE UNIT HOLDERS OF
KAF FIRST FUND
We, Universal Trustee (Malaysia) Berhad (the Trustee) being
the Trustee of KAF First Fund (KFF) are of the opinion that
KAF Investment Funds Berhad (the Manager), acting in the
capacity of Manager of KFF, have fulfilled their duties in
the following manner for the financial period ended 30
June 2016.
(a) KFF is being managed in accordance with the limitations
imposed on the investment powers of the Manager
and the Trustee under the Deed, other provisions of
the Deed, the Securities Commission’s Guidelines on
the Unit Trust Funds, the Capital Markets and Services
(Amendment) Act 2012 and other applicable laws;
(b) Valuation/pricing is carried out in accordance with the
Deed and any regulatory requirement;
(c) Creation and cancellation of units are carried out
in accordance with the deed and any regulatory
requirement.
For and on behalf of the Trustee
Universal Trustee (Malaysia) Berhad

Ong Tee Vann
Chief Executive Officer
Kuala Lumpur, Malaysia
22 August 2016

PTR for the period shown a higher turnover at 1.14 times
mainly due to increase in portfolio rebalancing activities
by the Fund during the period (refer to Note 15).
Past performance is not necessarily indicative of future
performance. Unit prices and investment returns may go
down, as well as up.
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STATEMENT BY THE MANAGER

UNAUDITED STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

TO THE UNIT HOLDERS OF
KAF FIRST FUND

Note

We, Tan Sri Abu Talib Othman and Datuk Khatijah Ahmad,
two of the Directors of KAF Investment Funds Berhad,
do hereby state that, in the opinion of the Manager, the
financial statements set out on pages 13 to 61 are drawn
up in accordance with the provisions of the Deed and give
a true and fair view of the Fund as at 30 June 2016 and of
its financial performance, changes in equity and cash flows
of the Fund for the financial period ended on that date in
accordance with Malaysian Financial Reporting Standards
and International Financial Reporting Standards.

EXPENSES
Manager’s fee
Trustee’s fee
Transaction costs
Audit fee
Custodian fee
Tax agent’s fee
Other expenses

For and on behalf of the Manager
KAF Investment Funds Berhad

Tan Sri Abu Talib Othman
Director
Kuala Lumpur, Malaysia
22 August 2016

INCOME
Gross dividend income
Interest income
Net (loss)/gain on
financial assets at fair
value through profit
or loss

Datuk Khatijah Ahmad
Director

2016
RM

2015
RM

456,532
1,057,105

193,273
409,803

6 (1,662,098)
(148,461)

1,636,444
2,239,520

3
4

(295,153)
(10,893)
(221,173)
(3,675)
(15,900)
(4,800)
(6,304)
(557,898)

(285,386)
(10,535)
(200,962)
(3,500)
(15,900)
(3,400)
(8,692)
(528,375)

(706,359)

1,711,145

568

(827)

(705,791)

1,710,318

(72,348)
(633,443)
(705,791)

1,157,155
553,163
1,710,318

NET (LOSS)/PROFIT
BEFORE TAXATION
TAXATION
NET (LOSS)/PROFIT AFTER
TAXATION AND TOTAL
COMPREHENSIVE
(EXPENSES)/INCOME
Net (loss)/profit after
taxation is made up of
the following:
Realised amount
Unrealised amount

5

The accompanying notes form an integral part of the financial
statements.
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UNAUDITED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2016

Note

2016
RM

UNAUDITED STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

2015
RM
Note

ASSETS
CURRENT ASSETS
Financial assets at fair
value through profit or
loss
Deposits with licensed
financial institutions
Amount due from
Stockbrokers
Other receivables
Tax recoverable
Cash at bank
TOTAL ASSETS

BALANCE AS AT 1
JANUARY 2016
6
7
8
9
7

34,043,283 33,156,111
2,648,075

4,504,736

- 1,105,802
35,642
15,700
3,056
336,993
21,473
37,063,993 38,806,878

LIABILITIES
CURRENT LIABILITIES
Amount due to
Stockbrokers
Amount due to Manager Manager’s fees
Amount due to Trustee
Tax payable
Other payables
TOTAL LIABILITIES

8

10

NET ASSET VALUE OF THE
FUND

NAV PER UNIT

352,419

47,763
1,766
12,012
26,345
661,622

52,564
1,938
1,311,630
1,718,551

36,402,371 37,088,327

EQUITY
Unit holders’ capital
Retained earnings
TOTAL NET ASSETS
ATTRIBUTABLE TO UNIT
HOLDERS’
NUMBER OF UNITS IN
CIRCULATION

573,736

26,582,721 26,067,586
9,819,650 11,020,741
36,402,371 37,088,327
11

68,662,000 67,777,000
0.5302

0.5472

The accompanying notes form an integral part of the financial
statements.
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Movement in
unit holders’
contribution:
Creation of units
arising from
application
Creation of units
arising from
distribution
Cancellation of units

Unit
holders’
Capital
RM

Retained
Earnings
RM

Total
RM

25,673,766 10,525,441 36,199,207

181,850
2,389,792
(1,662,687)
908,955

-

181,850

- 2,389,792
- (1,662,687)
908,955

Total comprehensive
expenses for the
financial period

- (705,791) (705,791)

BALANCE AS AT
THE END OF THE
FINANCIAL PERIOD

26,582,721 9,819,650 36,402,371

BALANCE AS AT 1
JANUARY 2015

24,397,675 9,310,423 33,708,098

Movement in
unit holders’
contribution:
Creation of units
arising from
application
Creation of units
arising from
distribution
Cancellation of units

212,068
2,256,695
(798,852)
1,669,911

-

212,068

- 2,256,695
- (798,852)
- 1,669,911

Total comprehensive
income for the
financial period

- 1,710,318 1,710,318

BALANCE AS AT
THE END OF THE
FINANCIAL PERIOD

26,067,586 11,020,741 37,088,327

The accompanying notes form an integral part of the financial
statements.
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UNAUDITED STATEMENT OF CASH FLOWS
FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Note
CASH FLOWS FROM
OPERATING ACTIVITIES
Proceeds from sale of
investments
Redemption of investments
Purchase of investments
Dividends received
Interest received
Manager’s fee paid
Tax refund
Trustee’s fee paid
(Payment)/Receipt from
impending litigationPesaka Bond
Payment of other fees and
expenses
Net cash (used in)/generated
from operating activities

46,031,474 32,120,868
17,515
(46,411,748) (31,896,018)
442,266
182,655
1,141,238
413,663
(299,600)
(283,085)
15,068
(11,047)
(10,453)
(1,303,567)

20,808

(57,153)

(54,621)

(453,069)

511,332

2,571,642

2,468,763

(1,692,002)
(798,852)
(3,017,340) (2,903,715)
(2,137,700) (1,233,804)

NET DECREASE IN CASH AND
CASH EQUIVALENTS

(2,590,769)

(722,472)

5,575,837

5,248,681

7

2,985,068

4,526,209

7

2,648,075
336,993
2,985,068

4,504,736
21,473
4,526,209

CASH AND CASH
EQUIVALENTS AT THE
BEGINNING OF THE
FINANCIAL PERIOD

ANALYSIS OF CASH AND
CASH EQUIVALENTS
Deposits with licensed
financial institutions
Cash at bank

2015
RM

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

The following accounting policies have been used in
dealing with items which are considered material in
relation to the financial statements.
A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from creation of
units
Payments for cancellation
of units
Distribution paid
Net cash used in financing
activities

CASH AND CASH
EQUIVALENTS AT THE END
OF THE FINANCIAL PERIOD

2016
RM

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in
accordance with the provisions of the Malaysian
Financial Reporting Standards (MFRS) and International
Financial Reporting Standards (IFRS).
The financial statements have been prepared under
the historical cost convention, as modified by the
revaluation of financial assets at fair value through
profit or loss.
The preparation of financial statements in conformity
with MFRS and IFRS requires the use of certain critical
accounting estimates and assumptions that affect
the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported
amounts of revenues and expenses during the reported
financial year. It also requires the Manager to exercise
their judgment in the process of applying the Fund’s
accounting policies. Although these estimates and
judgment are based on the Manager’s best knowledge
of current events and actions, actual results may differ.
Estimates and judgement are continually evaluated
by the Manager and are based on historical experience
and other factors, including expectations of future
events that are believed to be reasonable under the
circumstances.

The accompanying notes form an integral part of the financial
statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
(CONT’D)

A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
(CONT’D)

(i) The new standards, amendments and interpretations
to published standards have been adopted by
the Fund for the first time for the financial year
beginning on or after 1 January 2016:

(ii) The new standards, amendments and interpretations
to published standards which are relevant to the
Fund but not yet effective and have not been early
adopted are as follows:

Amendment to MFRS 132 “Financial Instruments:
Presentation” does not change the current
offsetting model in MFRS 132. It clarifies the
meaning of ‘currently has a legally enforceable
right of set-off’ that the right of set-off must be
available today (not contingent on a future event)
and legally enforceable for all counterparties in
the normal course of business. It clarifies that some
gross settlement mechanisms with features that are
effectively equivalent to net settlement will satisfy
the MFRS 132 offsetting criteria.

a) Financial year beginning on/after 1 January 2016

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

The adoption of the amendment is not expected to
have a significant impact on the results of the Fund.
Annual improvements 2010 - 2012
MFRS 13 ‘Fair value’ - The basis for conclusions on
MFRS 13 is amended to clarify that MFRS 13 did not
intend to remove the ability to measure short-term
receivables and payables at invoice amounts where
the effect of discounting is immaterial.
MFRS 124 ‘Related party disclosures’ is amended to
include an entity that provides key management
personnel services to the reporting entity or to the
parent of the reporting entity (the ‘management
entity’) as a related party. Disclosure of the amounts
charged to the reporting entity is required.

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Annual improvements 2012 - 2014
MFRS 7 ‘Financial instruments: Disclosures’
introduces two amendments:
Servicing contracts: If an entity transfers a
financial asset to a third party under conditions
which allow the transferor to derecognise the
asset, MFRS 7 requires disclosure of all types
of continuing involvement that the entity
might still have in the transferred assets.
The standard provides guidance about what
is meant by continuing involvement. The
amendment is prospective with an option to
apply retrospectively. There is a consequential
amendment to MFRS 1 to give the same relief
to first time adopters.
Interim financial statements: The amendment
clarifies that the additional disclosure required
by the amendments to MFRS 7 ‘Disclosure
- Offsetting financial assets and financial
liabilities’ is not specifically required for all
interim periods unless required by MFRS 134.
This amendment is retrospective.

Annual improvements 2011 - 2013
MFRS 13 ‘Fair value measurement’ is amended
to clarify that the portfolio exception in MFRS 13
applies to all contracts (including non-financial
contracts) within the scope of MFRS 139 or MFRS 9.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
(CONT’D)

A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
(CONT’D)

(ii) The new standards, amendments and interpretations
to published standards which are relevant to the
Fund but not yet effective and have not been early
adopted are as follows: (cont’d)

(ii) The new standards, amendments and interpretations
to published standards which are relevant to the
Fund but not yet effective and have not been early
adopted are as follows: (cont’d)

b) Financial year beginning on/after 1 January 2018

b) Financial year beginning on/after 1 January 2018
(cont’d)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

MFRS 15 “Revenue from Contracts with
Customers” deals with revenue recognition
and establishes principles for reporting useful
information to users of financial statements
about the nature, amount, timing and
uncertainty of revenue and cash flows arising
from an entity’s contracts with customers.
Revenue is recognised when a customer
obtains control of a good or service and thus
has the ability to direct the use and obtain
the benefits from the good or service. The
standard replaces MFRS 118 “Revenue” and
MFRS 111 “Construction Contracts” and related
interpretations.
The Fund will apply this standard when
effective. This standard is not expected to have
a significant impact on the Fund’s financial
statements.
MFRS 9 ‘Financial Instruments’ will replace MFRS
139 “Financial Instruments: Recognition and
Measurement”. The complete version of MFRS
9 was issued in November 2014.

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

MFRS 9 retains but simplifies the mixed
measurement model in MFRS 139 and establishes
three primary measurement categories for
financial assets: amortised cost, fair value
through profit or loss and fair value through
other comprehensive income (OCI). The basis
of classification depends on the entity’s
business model and the contractual cash flow
characteristics of the financial asset. Investments
in equity instruments are always measured at fair
value through profit or loss with a irrevocable
option at inception to present changes in fair
value in OCI (provided the instrument is not held
for trading). A debt instrument is measured at
amortised cost only if the entity is holding it to
collect contractual cash flows and the cash flows
represent principal and interest.
For liabilities, the standard retains most of
the MFRS 139 requirements. These include
amortised cost accounting for most financial
liabilities, with bifurcation of embedded
derivatives. The main change is that, in cases
where the fair value option is taken for financial
liabilities, the part of a fair value change due to
an entity’s own credit risk is recorded in other
comprehensive income rather than the income
statement, unless this creates an accounting
mismatch.
There is now a new expected credit losses model
on impairment for all financial assets that
replaces the incurred loss impairment model
used in MFRS 139. The expected credit losses
model is forward-looking and eliminates the
need for a trigger event to have occurred before
credit losses are recognised.
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A BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
(CONT’D)

E

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Items included in the financial statements of the
Fund are measured using the currency of the primary
economic environment in which the Fund operates
(the “functional currency”). The financial statements
are presented in Ringgit Malaysia, which is the Fund’s
functional and presentation currency.

(ii) The new standards, amendments and interpretations
to published standards which are relevant to the
Fund but not yet effective and have not been early
adopted are as follows: (cont’d)
b) Financial year beginning on/after 1 January 2018
(cont’d)
Unless otherwise disclosed, the above standards,
amendments to published standards and
interpretations to existing standards are not
anticipated to have any significant impact on
the financial statements of the Fund in the year
of initial application.
B

INCOME RECOGNITION
Dividend income is recognised on the ex-dividend
date, when the right to receive the dividend has been
established.
Interest income is recognised using effective interest
method on an accrual basis.
Realised gains or losses on sale of investments is
calculated based on the difference between the net
disposal proceeds and the carrying amount of the
investments, which is determined on a weighted
average cost basis.

C

DISTRIBUTION
A distribution to the Fund’s unit holders is accounted
for as a deduction from the realised reserve. A proposed
distributions is recognised as a liability in the financial
year in which it is approved by the Trustee.

FUNCTIONAL AND PRESENTATION CURRENCY

F

FINANCIAL ASSETS AND LIABILITIES
(i) Classification
The Fund designates its investment in quoted
securities and unquoted fixed-income securities as
financial assets at fair value through profit or loss
at inception.
Financial assets are designated at fair value through
profit or loss when they are managed and their
performance evaluated on a fair value basis.
Receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market and have been included in
current assets. The Fund’s receivables comprise cash
and cash equivalents, amount due from Manager,
amount due from Stockbrokers and dividend
receivables which are all due within 12 months.
Financial liabilities are classified according to
substance of the contractual arrangements entered
into and the definitions of financial liability.
The Fund classifies amount due to Manager,
amount due to Stockbrokers, accrued management
fees, amount due to Trustee, other payables and
accruals; and distribution payable as other financial
liabilities.

D TAXATION
Current tax expense is determined according to the
Malaysian tax laws and includes all taxes based upon
the taxable profits. Tax on dividend income from
foreign quoted investments is based on the tax regime
of the respective countries that the Fund is invested.
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FINANCIAL ASSETS AND LIABILITIES (CONT’D)
(ii) Recognition and measurement
Regular purchases and sales of financial assets are
recognised on the trade-date, the date on which
the Fund commits to purchase or sell the asset.
Investments are initially recognised at fair value.
Transaction costs are expensed in the statement of
comprehensive income.
Financial liabilities, within the scope of MFRS
139, are recognised in the statement of financial
position when, and only when, the Fund becomes
a party to the contractual provisions of the financial
instruments.
Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Fund
has transferred substantially all risks and rewards
of ownership.
Financial liabilities are derecognised when is
extinguished, i.e. when the obligation specified in
the contract is discharged or cancelled or expires.
Unrealised gains or losses arising from changes in
the fair value of the ‘financial assets at fair value
through profit or loss’ category are presented in
the statement of comprehensive income within ‘net
gain/(loss) on financial assets at fair value through
profit and loss’ in the period in which they arise.
Dividend income from financial assets at fair value
through profit or loss is recognised in the statement
of comprehensive income as part of gross dividend
income when the Fund’s right to receive payments
is established.

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FINANCIAL ASSETS AND LIABILITIES (CONT’D)
(ii) Recognition and measurement (cont’d)
In accordance to the Deeds, quoted investments in
Malaysia are valued at the last done market price
quoted on the Bursa Malaysia Securities Berhad
(Bursa Securities) at the date of the statement of
financial position. Last traded market price quoted
on respective foreign stock exchanges at the close
of the business day of the respective foreign stock
exchanges for foreign quoted investments, where
the last market traded price falls within the bidask spread. In circumstances where the last traded
market price is not within the bid-ask spread, the
Manager will determine the point within the bidask spread that is most representative of the fair
value.
Unquoted fixed-income securities are revalued
to reflect its fair value on a daily basis based on
fair value prices quoted by a bond pricing agency
(“BPA”) registered with the Securities Commission
as per the Securities Commission’s Guidelines on
Unit Trust Funds. Where such quotations are not
available or where the Manager is of the view
that the price quoted by the BPA for a specific
unquoted fixed-income securities differs from
the market price by more than 20 basis points, the
Manager may use the market price, provided that
the Manager:
(i) records its basis for using a non-BPA price;
(ii) obtains necessary internal approvals to use the
non-BPA price; and
(iii) keeps as audit trail of all decisions and basis for
adopting the market yield.
Unrealised gains or losses from changes in the
fair value of the investments are presented in the
statement of comprehensive income and are not
distributable.
Loans and receivables are subsequently carried at
amortised cost using the effective interest method.
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G CASH AND CASH EQUIVALENTS

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FINANCIAL ASSETS AND LIABILITIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Cash and cash equivalents comprise cash and bank
balances and deposits held in highly liquid investments
that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes
in value.

(iii) Impairment of assests carried at amortised cost
For assets carried at amortised cost, the Fund
assesses at the end of the reporting period whether
there is objective evidence that a financial asset or
group of financial assets is impaired. A financial
asset or a group of financial assets is impaired
and impairment losses are incurred only if there
is objective evidence of impairment as a result of
one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated
future cash flows of the financial asset or group of
financial assets that can be reliably estimated.
The amount of the loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate. The asset’s carrying amount
of the asset is reduced and the amount of the
loss is recognised in statement of comprehensive
income. If ‘loans and receivables’ or a ‘held-tomaturity investment’ has a variable interest rate,
the discount rate for measuring any impairment
loss is the current effective interest rate determined
under the contract. As a practical expedient, the
Fund may measure impairment on the basis of an
instrument’s fair value using an observable market
price.

H

AMOUNT DUE FROM/(TO) BROKERS
Amounts due from/(to) brokers represent receivables
for securities sold and payables for securities purchased
that have been contracted for but not yet settled or
delivered on the statement of financial position date
respectively.
These amounts are recognised initially at fair value
and subsequently measured at amortised cost using
the effective interest method, less provision for
impairment for amounts due from brokers. A provision
for impairment of amounts due from brokers is
established when there is objective evidence that the
Fund will not be able to collect all amounts due from
the relevant broker. Significant financial difficulties
of the broker, probability that the broker will enter
bankruptcy or financial reorganisation, and default in
payments are considered indicators that the amount
due from brokers is impaired. Once a financial asset
or a group of similar financial assets has been written
down as a result of an impairment loss, interest income
is recognised using the rate of interest used to discount
the future cash flows for the purpose of measuring the
impairment loss.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment
loss is recognised in comprehensive income.
When an asset is uncollectible, it is written off
against the related allowance account. Such assets
are written off after all the necessary procedures
have been completed and the amount of the loss
has been determined.
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

AMOUNT DUE FROM/(TO) BROKERS (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial
liability and of 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 Fund estimates cash
flows considering all contractual terms of the financial
instrument but does not consider future credit losses.
The calculation includes all fees and points 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.
I

The unit holders’ contributions to the Fund meet the
definition of puttable instruments classified as equity
instruments under MFRS 132 “Financial Instruments:
Presentation”. Those criteria include:

TRANSACTION COSTS

Units are created and cancelled at the holder’s option
at prices based on the Fund’s NAV per unit at the time
of creation or cancellation. The Fund’s NAV is calculated
by dividing the net assets attributable to unit holders
with the total number of outstanding units.
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the units entitle the holder to a proportionate share
of the Fund’s NAV;

•

the units are the most subordinated class and class
features are identical;

•

there is no contractual obligations to deliver cash
or another financial asset other than the obligation
on the Fund to repurchase; and

•

the total expected cash flows from the units over
its life are based substantially on the profit or loss
of the Fund.

Units are created and cancelled at prices based on
the Fund’s NAV per unit at the time of creation or
cancellation. The Fund’s NAV per unit is calculated by
dividing the net assets attributable to unit holders with
the total number of outstanding units.

CREATION AND CANCELLATION OF UNITS
The Fund issues cancellable units, which are cancelled
at the holder’s option and are classified as equity.
Cancellable units can be put back to the Fund at any
time for cash equal to a proportionate share of the
Fund’s NAV. The outstanding units are carried at the
redemption amount that is payable as at the date of the
statement of financial position if the holder exercises
the right to put the units back to the Fund.

•

The outstanding units are carried at the redemption
amount that is payable at each financial year if unit
holder exercises the right to put the unit back to the
Fund.

Transaction costs are costs incurred to acquire or dispose
financial assets or liabilities at fair value through
profit or loss. They include fees and commissions paid
to agents, advisors, brokers and dealers. Transaction
costs, when incurred, are immediately recognised in
the statement of comprehensive income as expenses.
J

UNIT HOLDERS’ CAPITAL

L

SEGMENTAL INFORMATION
Operating segments are reported in a manner
consistent with the internal reporting used by the chief
operating decision-maker. The chief operating decisionmaker, who is responsible for allocating resources and
assessing performance of the operating segments, has
been identified as investment team of the Manager
that makes strategic decisions.
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M CRITICAL ACCOUNTING ESTIMATES AND JUDGMENT IN
APPLYING ACCOUNTING POLICIES

1. THE FUND, THE MANAGER AND THEIR PRINCIPAL
ACTIVITIES

The Fund makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, rarely equal the related actual results. To
enhance the information contents of the estimates,
certain key variables that are anticipated to have
material impact to the Fund’s results and financial
position are tested for sensitivity to changes in the
underlying parameters.

KAF First Fund (“the Fund”) was constituted pursuant
to a Deed dated 22 December 1995 between KAF
Investment Funds Berhad (“the Manager”) and
Universal Trustee (Malaysia) Berhad (“the Trustee”).
The name of the Fund has been changed via a Fourth
Supplemental Trust Deed dated 9 January 2014 from
Alliance First Fund to KAF First Fund.

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Estimates and judgements are continually evaluated
by the Manager and are based on historical experience
and other factors, including expectations of future
events that are believed to be reasonable under the
circumstances.
There are not areas involving a higher degree of
judgement or complexity, or areas where assumptions
and estimates are significant to the financial statement.

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

The principal activity of the Fund is to invest in
“Permitted Investments” as defined under Article
7 of the Deed, which includes stocks and shares of
companies quoted on Bursa Malaysia Securities Berhad
(“Bursa Securities”), foreign investments, fixed-income
securities and short term investments. The Fund
commenced operations on 16 January 1996 and will
continue its operations until terminated according to
the conditions in the Deed.
The Manager, KAF Investment Funds Berhad, is
incorporated in Malaysia. Its principal activities are the
management of unit trusts funds, provision of fund
management and investment advisory services.
The principal place of business of the Manager is located
at Level 11, Chulan Tower, No. 3 Jalan Conlay, 50450
Kuala Lumpur.
2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES
The Fund is exposed to a variety of risks which include
market risk (including price risk, interest rate risk),
liquidity risk, credit risk, non-compliance risk and capital
risk from the following financial instruments.
Financial risk management is carried out through
internal control processes adopted by the Manager and
adherence to the investment restrictions as stipulated
by the Securities Commission’s (SC) Guidelines on Unit
Trust Funds.
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

Financial instruments of the Fund as at period end are
as follows:

Financial instruments of the Fund as at period end are
as follows: (cont’d)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Financial
instrument
Other
at fair
financial
value instruments
through carried at
profit or amortised
loss
cost
RM
RM
2016
Financial assets
designated
at fair value
through profit
or loss
34,043,283
Deposits with
licensed financial
institution
Cash and cash
equivalents
Other assets
34,043,283
Amount due to
Stockbrokers
Amount due
to Manager Manager’s fee
Amount due to
Trustee
Other payables
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Financial
instrument
Other
at fair
financial
value instruments
through carried at
profit or amortised
loss
cost
RM
RM

Total
RM

- 34,043,283
2,648,075 2,648,075
336,993
336,993
35,642
35,642
3,020,710 37,063,993

-

573,736

573,736

-

47,763

47,763

-

1,766
26,345
649,610

1,766
26,345
649,610

2015
Financial assets
designated
at fair value
through profit
or loss
33,156,111
Deposits with
licensed financial
institution
Cash and cash
equivalents
Other assets
33,156,111
Amount due to
Stockbrokers
Amount due
to Manager Manager’s fee
Amount due to
Trustee
Other payables

Total
RM

- 33,156,111
4,504,736 4,504,736
21,473
21,473
1,121,502 1,121,502
5,647,711 38,803,822

-

352,419

352,419

-

52,564

52,564

-

1,938
1,938
1,311,630 1,311,630
1,718,551 1,718,551
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Market risk

Market risk (cont’d)

(a) Price risk

(a) Price risk (cont’d)

The Fund is exposed to equity securities price risk
because of investments held by the Fund and
classified as fair value through profit or loss. Price
risk is the risk that the fair value of an investment
will fluctuate because of changes in market prices
(other than those arising from interest rate risk).
Such fluctuation may cause the Fund’s NAV and
price of units to fall as well as rise, and income
produced by the Fund may also fluctuate. The
price risk is managed through diversification
and selection of securities and other financial
instruments within specified limits according to the
Deed.
The table below shows the assets of the Fund as at
30 June which are exposed to price risk.
2016
RM
Quoted Investment
Local equities
designated at fair
value

21,777,815

2015
RM

15,959,098

The following table summarises the sensitivity of
the Fund’s investments to price risk movements as
at 30 June. The analysis is based on the assumptions
that the market price increased by 5% (2015: 5%)
and decreased by 5% (2015: 5%) with all other
variables held constant and that fair value of
the Fund’s investments moved according to the
historical correlation of the index. Disclosures below
are shown in absolute terms, changes and impacts
could be positive or negative.

34

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Impact on
profit before
tax/ net
Change in
asset
price
value
%
RM
2016
Local equities designated
at fair value

5

1,088,891

2015
Local equities designated
at fair value

5

797,955

(b) Interest rate risk
Interest rate risk is the risk that the value of the
Fund will fluctuate because of changes in market
interest rates.
The Fund’s exposure to the interest rate risk
is mainly confined to unquoted fixed-income
securities and short-term placements with financial
institutions. Interest rate risk is actively managed
by duration targeting based on the interest rate
outlook. The Manager overcomes the exposure of
short-term deposits by way of maintaining deposits
on a short-term basis.
The table below summarises the sensitivity of the
Fund’s net asset value to movements in prices of
unquoted fixed-income securities held by the Fund
as at 30 June as a result of movement in interest
rate. The analysis is based on the assumptions that
the interest rate increased and decreased by 5%
(2015: 5%) with all other variables held constant.
This represents management’s best estimate of a
reasonable possible shift in the interest rate, having
regard to the historical volatility of the interest rate.
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Market risk (cont’d)

Liquidity risk (cont’d)

(b) Interest rate risk (cont’d)

The table below analyses the Fund’s financial liabilities
into relevant maturity groupings based on the
remaining period at the statement of financial position
date to the contractual maturity date. The amounts
in the table below are the contractual undiscounted
cashflows.

2016
2015
(Decrease)/
(Decrease)/
Increase in profit Increase in profit
before tax
before tax
+5%
-5%
+5%
-5%
RM
RM
RM
RM
Local fixedincome
securities (139,879) 142,122 (60,990)

61,284

The effective weighted average interest rate
of deposit placements with a licensed financial
institution per annum as at the date of the
statement of financial position is as follows:
Weighted
Average
Interest Rates
2016
2015
Unquoted
fixed-income
securities
Deposits with
licensed
financial
institutions

4.33

3.24

4.24

3.24

Average
Remaining
Maturities
2016
2015

1,976

3

752

1

Liquidity risk
Liquidity risk is the risk that the Fund will encounter in
meeting its financial obligations. The Manager manages
this risk by maintaining sufficient level of liquid assets to
meet anticipated payment and cancellations of unit by
unit holders, liquid assets comprise cash, deposits with
licensed financial institutions and other instruments,
which are capable of being converted into cash within
7 days.
36

Within More than
1 month
1 month
RM
RM
As at 30 June
2016
Amount due to
Stockbrokers
Amount due
to Manager Manager’s fees
Amount due to
Trustee
Other payables
Contractual cash
out flows
As at 30 June
2015
Amount due to
Stockbrokers
Amount due
to Manager Manager’s fees
Amount due to
Trustee
Other payables
Contractual cash
out flows

Total
RM

573,736

-

573,736

47,763

-

47,763

1,766
-

26,345

1,766
26,345

623,265

26,345

649,610

352,419

-

352,419

52,564

-

52,564

1,938
-

1,311,630

1,938
1,311,630

406,921

1,311,630

1,718,551
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Credit risk

Credit risk (cont’d)

Credit risk refers to the inability of an issuer or
counterparty to make timely payments of interest,
principals and proceeds from realisation of investment.
The Manager manages the credit risk by undertaking
credit evaluation to minimise such risk.

The following table sets out the credit risk concentration
of the Fund:

Credit risk arising from unquoted fixed-income
securities can be managed by performing continuous
fundamental credit research and analysis to ascertain
the creditworthiness of its issuer. In addition, the
Manager imposes a minimum rating requirement as
rated by either local and/or foreign rating agencies and
manages the duration of the investment in accordance
with the objective of the Fund.
Credit risk arising from placements on deposits in
licensed financial institutions is managed by ensuring
that the Fund will only place deposits in reputable
licensed financial institutions.
The settlement terms of the proceeds from the creation
of units’ receivable from the Manager and redemption
of units payable to the Manager are governed by the
Securities Commission’s Guidelines on Unit Trust Funds.
The maximum exposure to credit risk before any credit
enhancements is the carrying amount of the financial
assets as set out below.
2016
RM
Financial assets at fair value
through profit or loss
Cash and cash equivalents
Other assets

12,265,468
2,985,068
35,642
15,286,178

2015
RM
17,197,013
4,526,209
1,121,502
22,844,724

Unquoted
fixedCash
income and cash
securities equivalents
RM
RM
As at 30 June
2016
Finance
- AA- NR
Private debt
securities
- AA+
2,048,420
- AA1
9,210,752
- AAA
1,006,296
Others-not
rated
12,265,468
As at 30 June
2015
Finance
- AA- NR
Private debt
securities
- AA+
2,046,065
- AA3
5,070,494
- AAA
10,080,454
Others-not
rated
17,197,013

Other
assets
RM

Total
RM

1,628,990
1,356,078

- 1,628,990
- 1,356,078

-

- 2,048,420
- 9,210,752
- 1,006,296

2,985,068

35,642
35,642
35,642 15,286,178

2,515,092
2,011,117

- 2,515,092
- 2,011,117

-

- 2,046,065
- 5,070,494
- 10,080,454

- 1,121,502 1,121,502
4,526,209 1,121,502 22,844,724

None of these assets are past due or impaired.
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Non-compliance risk

Fair value estimation (cont’d)

The risk arising from non-conformance with regulations
and internal policies and procedures by the Manager
due to situation such as system failures and oversight
may adversely affect the investment of Unit Holders.
The non-compliance may also expose the unit trust
fund to higher risks that may result in a fall in the
value of the unit trust fund. The risk can be mitigated
by the internal controls and compliance monitoring
undertaken by the Manager.

The fair value of financial assets and liabilities that are
not traded in an active market is determined by using
valuation techniques.

Capital risk management

The Fund classifies fair value measurements using a
fair value hierarchy that reflects the significance of
the inputs used in making the measurements. The fair
value hierarchy has the following levels:

The capital of the Fund is represented by equity
consisting of unit holders’ capital and retained earnings.
The amount of equity can change significantly on a
daily basis as the Fund is subject to daily subscriptions
and redemptions at the discretion of unit holders. The
Fund’s objective when managing capital is to safeguard
the Fund’s ability to continue as a going concern in
order to provide returns for unit holders and benefits
for other stakeholders and to maintain a strong capital
base to support the development of the investment
activities of the Fund.
Fair value estimation
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 (ie. exit price).
The fair value of financial assets and liabilities traded in
active market (such as publicly traded derivatives and
trading securities) are based on quoted market prices
at the close of trading on the year end date.
An active market is a market in which transactions
for the assets and liabilities take place with sufficient
frequency and volume to provide pricing information
on an ongoing basis.
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

The carrying values of cash and cash equivalents, and
all current liabilities are reasonable approximation of
their fair values due to their short term nature.
Fair value hierarchy

•

Quoted prices (unadjusted) in active market for
identical assets or liabilities (level 1)

•

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 2)

•

Inputs for the asset and liability that are not based
on observable market data (that is, unobservable
inputs) (level 3)

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 or liability.
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016
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Fair value hierarchy (cont’d)

Fair value hierarchy (cont’d)

The determination of what constitutes ‘observable’
requires significant judgement by the Fund. The Fund
considers observable data to be that 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.

Investments whose values are based on quoted market
prices in active markets, and are therefore classified
within Level 1, include active listed equities, exchange
traded funds and exchange traded derivatives.
Investment in collective investment schemes, i.e. unit
trust funds whose values are based on published prices
in active markets is also classified within Level 1. The
Fund does not adjust the quoted prices for these
instruments.

The following table analyses within the fair value
hierarchy the Fund’s financial assets (by class) measured
at fair value:
Level 1
RM

Level 2 Level 3
RM
RM

At 30 June
2016
Financial asset
at fair value
through
profit or loss
at inception
- Quoted
securities
21,777,815
- Unquoted
fixed-income
securities
- 12,265,468
21,777,815 12,265,468
At 30 June
2015
Financial asset
at fair value
through
profit or loss
at inception
- Quoted
securities
15,959,098
- Unquoted
fixed-income
securities
- 17,197,013
15,959,098 17,197,013
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Total
RM

- 21,777,815

Financial instruments that trade in markets that are
considered to be active but are valued based on quoted
market prices, dealer quotations or alternative pricing
sources supported by observable inputs are classified
within Level 2. These include investment-grade
corporate bonds, commercial papers, the Malaysian
Government Securities and interest rate swap and
forward currency contracts. As Level 2 instruments
include positions that are not traded in active markets
and/or are subject to transfer restrictions, valuations
may be adjusted to reflect illiquidity and/or nontransferability, which are generally based on available
market information.
The Fund’s policies on valuation of these financial assets
are stated in Note F.

- 12,265,468
- 34,043,283

- 15,959,098
- 17,197,013
- 33,156,111
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3. MANAGER’S FEE

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

5. TAXATION

Clause 14.1.2 of the Deed provides that the Manager
is entitled to an annual management fee at a rate not
exceeding 1.5% per annum based on the Fund’s NAV
before deducting the Manager’s and Trustee’s fee for
that particular day. The management fee provided in
the financial statements is computed on this basis at
1.5% per annum.
There will be no further liability to the Manager in
respect of the management fee other than the amounts
recognised above.

Current taxation
- Malaysia taxation

Size of Fund
First RM20 million
Next RM20 million
Next RM20 million
Next RM20 million
Next RM20 million
Any amount above RM100 million

Fee
RM12,000
RM10,000
RM 8,000
RM 6,000
RM 4,000
RM15,000

There will be no further liability to the Trustee in respect
of the trustee fee other than the amounts recognised
above.
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2015
RM

(568)
(568)

827
827

The numerical reconciliation between net (loss)/income
before taxation multiplied by the Malaysian statutory
tax rate and tax expense of the Fund is as follows:
2016
RM

2015
RM

Net (loss)/income before
taxation

(706,359)

1,711,145

Taxation at Malaysian
statutory rate of 24%
(2015: 25%)

(169,526)

427,786

35,631

(550,413)

61,431

58,094

72,464

66,600

-

(1,240)

(568)
(568)

827

4. TRUSTEE’S FEE
Clause 14.2.2 of the Deed provides that the Trustee is
entitled to a fee not exceeding the following sums:

2016
RM

Tax effects of:
Investment loss not
deductible for tax
purposes/Investment
income not subject to tax
Expenses not deductible
for tax purposes
Restriction on tax
deductible expenses for
unit trust funds
Income subject to
different tax rate
Over provision in prior
year
Tax expenses
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

2015
RM

Details of quoted investments as at 30 June 2016 are set
out as follows:

(1,028,655)
(633,443)
(1,662,098)

1,083,281
553,163
1,636,444

Fair value
as at
30/06/2016
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2016
of Fund
Units
RM
RM
%

21,777,815

15,959,098

12,265,468
34,043,283

17,197,013
33,156,111

2016
RM
Net (loss)/gain on financial
assets at fair value
through profit or loss
- realised
- unrealised

Designated at fair value
through profit or loss at
inception:
- Quoted investments
- Unquoted fixed-income
securities *

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

*includes interest receivable of RM203,228 (2015:
RM207,403).

Name of
Counter

Consumer
Products
Cocoaland
Holdings Bhd
876,666
Cypark
Resources
Bhd
719,800
Hong Leong
Industries Bhd 334,000
Magni-Tech
Industries Bhd 359,500
Oriental Food
Industries
Holdings Bhd
400,000
Oldtown Bhd
415,000
Prolexus Bhd
606,000
Prolexus BhdWarrant
202,000
Salutica Bhd
1,000,000
4,912,966
Industrial
Products
BP Plastics
Holding Bhd
Sasbadi
Holdings Bhd
Superlon
Holdings Bhd
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1,836,056 1,770,865

4.86

1,309,208 1,403,610

3.86

2,047,582 2,782,220

7.64

1,104,868 1,452,380

3.99

879,050 1,000,000
748,670
796,800
957,374
878,700

2.75
2.19
2.41

93,930
968,710 1,020,000
9,851,518 11,198,505

0.26
2.80
30.76

300,000

476,060

474,000

1.30

282,000

393,136

349,680

0.96

200,000
445,920
438,000
782,000 1,315,116 1,261,680

1.20
3.46
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

Details of quoted investments as at 30 June 2016 are set
out as follows: (cont’d)

Details of quoted investments as at 30 June 2016 are set
out as follows: (cont’d)

Fair value
as at
30/06/2016
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2016
of Fund
Units
RM
RM
%

Fair value
as at
30/06/2016
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2016
of Fund
Units
RM
RM
%

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Name of
Counter

Construction
Ikhmas Jaya
Group Bhd
OKA
Corporation
Bhd

Trading/
Services
Bison
Consolidated
Bhd
Cycle &
Carriage
Bintang Bhd
Scicom (MSC)
Bhd
Tiong Nam
Logistics
Holdings Bhd

Finance
AEON Credit
Service (M)
Bhd
Syarikat
Takaful
Malaysia Bhd
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700,000

483,840

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

497,000

1.36

1,000,000 1,074,220 1,120,000
1,700,000 1,558,060 1,617,000

3.08
4.44

817,000 1,084,995 1,151,970

3.16

150,000

541,620

468,000

1.29

350,000

808,411

794,500

2.18

690,000
974,085 1,035,000
2,007,000 3,409,111 3,449,470

2.84
9.47

100,000 1,297,783 1,294,000

3.55

258,000
997,730 1,044,900
358,000 2,295,513 2,338,900

2.87
6.42

Name of
Counter

REITs
Pavilion
Real Estate
Investment
Bhd

903,060

2.48

6,960,000 1,313,177 1,009,200

2.77

TOTAL QUOTED
INVESTMENTS17,241,966 20,626,573 21,777,815

59.80

Technology
Key Asic Bhd

522,000

884,078

NET
UNREALISED
GAINS ON
CHANGE IN
VALUE OF
INVESTMENTS

1,151,242

FAIR VALUE
OF TOTAL
QUOTED
INVESTMENTS

21,777,815
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

Details of quoted investments as at 30 June 2015 are set
out as follows: (cont’d)

Details of quoted investments as at 30 June 2015 are set
out as follows: (cont’d)

Fair value
as at
30/06/2015
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2015
of Fund
Units
RM
RM
%

Fair value
as at
30/06/2015
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2015
of Fund
Units
RM
RM
%

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Name of
Counter

Construction
& Building
Material
Mitrajaya
Holdings Bhd
Sunway
Construction
Group Bhd

Consumer
Products
Karex Bhd
Latitude Tree
Holdings Bhd
Prolexus Bhd
QL Resources
Bhd

600,000 1,118,260 1,050,000
32,000
38,400
38,400
632,000 1,156,660 1,088,400

345,000

Name of
Counter

Industrial
Products
Chin Well
Holdings Bhd

110,000

173,844

169,400

0.46

Oil & Gas
Malaysia
Marine
and Heavy
Engineering
Holdings Bhd

223,000

276,699

269,830

0.73

557,700
905,814
858,858
347,860 1,054,830 1,078,366
320,000 1,193,492 1,100,800
1,225,560 3,154,136 3,038,024

2.31
2.91
2.97
8.19

214,000 1,013,250 1,273,300

3.43

2.83
0.10
2.93

664,125 1,059,150

2.86

120,000
718,776
702,000
604,000 1,129,322 1,220,080

1.89
3.29

250,000 1,001,505
987,500
1,319,000 3,513,728 3,968,730

2.66
10.70

Finance
Bursa Malaysia
Bhd
100,000
863,250
814,000
Syarikat Takaful
Malaysia Bhd
200,000
787,680
760,000
300,000 1,650,930 1,574,000
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

2.19
2.05
4.24

Properties
Eco World
Development
Group Bhd
S P Setia Bhd
Sunway Bhd

Technology
Globetronics
Technology
Bhd
Inari Amertron
Bhd-WB
Malaysian
Pacific
Industries Bhd

48,500

-

66,445

0.18

100,000
695,530
666,000
362,500 1,708,780 2,005,745

1.80
5.41
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

Details of quoted investments as at 30 June 2015 are set
out as follows: (cont’d)

Details of unquoted fixed-income securities as at 30 June
2016 are set out as follows:

Fair value
as at
30/06/2015
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2015
of Fund
Units
RM
RM
%

Fair value
as at
30/06/2016
expressed
as
Fair value percentage
Aggregate
as at of value of
Quantity
cost 30/06/2016
Fund
Units
RM
RM
%

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Name of
Counter

Telecommunications
Telekom
Malaysia Bhd
1,977
Trading/
Services
Berjaya Auto
Bhd
NCB Holdings
Bhd
Scicom (MSC)
Bhd
Westports
Holdings Bhd

13,799

12,929

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

0.03

291,200

755,185

786,240

2.12

215,000

728,454

756,800

2.04

500,000 1,007,993 1,020,000

2.75

300,000 1,003,466 1,269,000
1,306,200 3,495,098 3,832,040

3.42
10.33

TOTAL QUOTED
INVESTMENTS 5,480,237 15,143,674 15,959,098

43.02

NET
UNREALISED
GAINS ON
CHANGE IN
VALUE OF
INVESTMENTS
FAIR VALUE OF
TOTAL QUOTED
INVESTMENTS
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815,424

15,959,098

Name of
Counter

Unquoted
Redeemable
NonConvertible
Bonds & CP
Public Bank
Bhd
Kapar Energy
Ventures Sdn
Bhd
Manjung Island
Energy Bhd
Sarawak
Energy Bhd

5,000,000 5,085,980 5,096,559

14.00

2,000,000 2,041,940 2,048,420

5.63

1,000,000 1,004,661 1,006,296

2.76

4,000,000 4,090,252 4,114,193

11.30

TOTAL
UNQUOTED
FIXED-INCOME
SECURITIES
12,000,000 12,222,833 12,265,468

33.69

NET
UNREALISED
GAINS ON
CHANGE IN
VALUE OF
INVESTMENTS

42,635

FAIR VALUE
OF TOTAL
UNQUOTED
FIXED-INCOME
SECURITIES

12,265,468
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (CONT’D)

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

Details of unquoted fixed-income securities as at 30 June
2015 are set out as follows:

Name of
Counter
Unquoted
Redeemable
NonConvertible
Bonds & CP
AMMB
Holdings Bhd
Kapar Energy
Ventures Sdn
Bhd
KMCOB
Capital Bhd
Hyundai
Capital
Services Inc.
Pesaka Astana
(M) Sdn Bhd 04/06*
TOTAL
UNQUOTED
FIXEDINCOME
SECURITIES
NET
UNREALISED
GAINS ON
CHANGE IN
VALUE OF
INVESTMENTS
FAIR VALUE
OF TOTAL
UNQUOTED
FIXEDINCOME
SECURITIES
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Fair value
as at
30/06/2015
expressed
as
Fair value percentage
Aggregate
as at of value
Quantity
cost 30/06/2015
of Fund
Units
RM
RM
%

*

Following the decision by the Federal Court, the
Pesaka Astana (M) Sdn Bhd defaulted bonds case
has been resolved, save for cost and interest to
be awarded to KAF Investment Bank (KIB). The
amounts recovered, net of provision for estimated
cost and interest payable to KIB, has been written
back and accounted as income amounting to
RM2,950,000 in 2014.
The weighted average interest rates and the
remaining maturities of unquoted fixed-income
securities are shown in Note 2.

7. CASH AND CASH EQUIVALENTS

5,000,000 5,057,976 5,070,494

13.67

2,000,000 2,041,705 2,046,065

5.52

5,000,000 5,002,178 5,004,936

13.49

5,000,000 5,076,706 5,075,518

13.68

4,800,000

-

-

Cash at bank
Deposits with licensed
financial institutions

2016
RM

2015
RM

336,993

21,473

2,648,075
2,985,068

4,504,736
4,526,209

The weighted average interest rates and the remaining
maturities of deposits with licensed financial institutions
are shown in Note 2.

8. AMOUNT DUE FROM/(TO) STOCKBROKERS

21,800,000 17,178,565 17,197,013

46.36

The amount due from/(to) stockbrokers which relates to
sale/(purchase) of investment securities and instruments
are unsecured, interest-free and receivable/(payable)
according to the settlement rules of the applicable
stock exchange.

18,448

17,197,013
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9. OTHER RECEIVABLES

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

12. TRANSACTIONS WITH BROKERS/DEALERS

Dividend receivable

2016
RM

2015
RM

35,642

15,700

2016
RM

2015
RM

19,650
6,695

23,400
6,510

26,345

1,281,720
1,311,630

10. OTHER PAYABLES

Sundry accruals
Audit and tax fees
Provision for impending
litigation-Pesaka Bond

11. NUMBER OF UNITS IN CIRCULATION

At the beginning of the
financial period
Creation of units arising
from application
Creation of units arising
from distribution
Cancellation of units
At the end of the financial
period

NOTES TO THE FINANCIAL STATEMENTS

2016
Number
of units

2015
Number
of units

67,052,000

64,527,000

342,149

395,140

Details of transactions with the top 10 brokers/dealers for
the financial period ended 30 June 2016 are as follows:
Name of
brokers/
dealers

Value of
trades
RM

2016
KAF Seagroatt
& Campbell
Securities Sdn
Bhd *
35,615,707
KAF
Investment
Bank Bhd * 15,011,300
Maybank
Investment
Bank Bhd
14,117,953
CIMB
Investment
Bank Bhd
10,071,579
RHB
Investment
Bank Bhd
8,400,940
83,217,479

Percentage
Percentage
of total Brokerage
of total
trades
Fees Brokerage
%
RM
%

42.80

80,135

50.24

18.04

-

-

16.96

35,295

22.13

12.10

25,179

15.78

10.10
100.00

18,902
159,511

11.85
100.00

4,397,851
4,319,860
(3,130,000) (1,465,000)
68,662,000

67,777,000

In accordance with Clause 6.1.1 of the Deed and SC’
approval letter dated 7 December 2000, the maximum
number of units that can be issued out for circulation
is 400,000,000 units. This maximum number was raised
further to 800,000,000 units by the SC vide its approval
letter dated 19 November 2003. As at 30 June 2016,
the number not yet issued is 731,338,000 units (2015:
732,223,000).
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12. TRANSACTIONS WITH BROKERS/DEALERS (CONT’D)
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FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

13. UNITS HELD BY MANAGER AND RELATED PARTIES

Details of transactions with the top 10 brokers/dealers for
the financial year ended 30 June 2015 are as follows:

The related parties and their relationship with the Fund
are as follows:

Name of
brokers/
dealers

Related parties

Relationship

KAF Investment Funds Berhad

The Manager

KAF Seagroatt & Campbell Bhd

Immediate
holding company
of the Manager

AKKA Sdn Bhd

Ultimate holding
company of the
Manager

Subsidiaries and associates of the
ultimate holdings company of
the Manager as disclosed in its
financial statements

Subsidiaries
and associated
companies of the
ultimate holding
company of the
Manager

2015
KAF
Seagroatt
& Campbell
Securities
Sdn Bhd *
Maybank
Investment
Bank Bhd
CIMB
Investment
Bank Bhd
RHB
Investment
Bank Bhd

Value of
trades
RM

Percentage
Percentage
of total Brokerage
of total
trades
Fees Brokerage
%
RM
%

24,960,138

38.37

56,160

36.15

17,799,988

27.36

45,532

29.31

12,786,449

19.66

32,013

20.60

9,501,187
65,047,762

14.61
100.00

21,666
155,371

13.94
100.00

* A related company to the Manager
The Manager is of the opinion that all the transactions
with the related company have been entered into in the
normal course of business and have been established on
terms and conditions that have been agreed upon by the
parties involved.

Significant related party transactions and balances that
are not already disclosed in other notes to the financial
statements are set out below:
2016
No. of
Units
RM
KAF
Investment
Funds
Berhad

29,047

15,401

2015
No. of
Units
RM

113,299

61,997

The above units were transacted at the prevailing
market price.
The units are held legally by the Manager for booking
purposes. Other than the above, there were no units
held by other Directors or parties related to the
Manager.
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14. MANAGEMENT EXPENSE RATIO (“MER”)

MER (annualised)

A
B
C
D
E
F

=
=
=
=
=
=

=

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2016

16. SEGMENTAL REPORTING

2016

2015

1.81%

1.77%

MER is derived from the following calculation:
MER

NOTES TO THE FINANCIAL STATEMENTS

(A+B+C+D+E) x 100
F

Manager’s fee
Trustee’s and custodian fees
Audit fee
Tax agent’s fee
Other expenses
Average NAV of Fund calculated on daily basis

The average NAV of the Fund for the financial period
calculated on daily basis was RM37,328,513 (2015:
RM37,221,643).

The internal reporting provided to the Chief Executive
Officer (CEO) for the fund’s assets, liabilities and
performance is prepared on a consistent basis with the
measurement and recognition principles of MFRS. The
CEO is responsible for the performance of the Fund
and considers the business to have a single operating
segment.
The reportable operating segment derives its income
by seeking investments to achieve targeted returns
commensurate with an acceptable level of risk within
the portfolio. These returns consist of interest income
earned from investments and gains on the appreciation
in the value of investments and derive from Malaysia.
17. INTERIM ACCOUNTS
The interim accounts for the six months’ period ended
30 June 2016 is unaudited.

15. PORTFOLIO TURNOVER RATIO (“PTR”)

PTR (times)

2016

2015

1.14 times

0.87 times

PTR is derived from the following calculation:
(Total acquisition for the financial period +
total disposal for the financial period) ÷ 2
Average NAV of the Fund
for the financial period calculated on daily basis
where: total acquisition for the financial period
= RM42,409,823 (2015: RM32,248,438)
total disposal for the financial period
= RM42,834,074 (2015: RM32,369,756)
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