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REPORT OF THE TRUSTEE FOR THE NEWFUNDS COLLECTIVE INVESTMENT SCHEME IN
SECURITIES

We, the Standard Bank of South Africa Limited, in our capacity as Trusiee of the NewFunds Colleclive
Investment Scheme in Secudties (‘the Scheme®) have prepared a report in terms of Seclion 70(1){f) of
the Collective Investment Schemes Conlrot Act, 45 of 2002, as amended ("the Aci"), for the financial year
ended 31 December 2016,

In support of our report we have adopted certain processes and procedures that allow us ta form a
reasonabla conclusion on whether the Manager has administered the Scheme in accordance with the Act
and the Scheme Dead.

As Trusless of the Scheme we are also obliged to in terms of Section 70{3) of the Act lo salisfy ourselves
that every statement of comprehensive Incoma, statement of financial position or other retumn preparad by
the Manager of the Scheme as required by Section 90 of the Act falrly represents the assets and
llabilities, as wall as tha incoma and distribution of income, of every portfolio of the Scheme.

The Managar is responsible for mainlaining the accounting records and preparing the annual financial
statements of the Scheme in conformily with International Financial Reporting Standards. This
responsibility also includes appointing an extarnal auditor 1o the Scheme {0 ensure that the financial
statements are propary drawn up so as lo fairy reprasent the financial position of every portfolio of ils
collective investment scheme ara In accordance with International Financlal Reporting Standards and in
the manner required by the Act.

Our enquiry into the administration of the Scheme by the Manager does not cover a review of the annual
financlal statemants and hence we do not provide an opinion (heraon.

Based on our records, inlemal processes and procedures we report that nothing has come to our
attention that causes us to believe that the accompanying financial stataments do nol fairly reprasent the
assals and liabilities, as well as the income and distribution of income, of every portfolio of lhe Scheme
administerad by the Manager.

We confirm that according to tha recards available 1o us, no losses were suffered in tha portfolios and no
investor was prejudiced as a result thereof.

Wa conclude our report by stating that we reasenably beliave that the Manager has administered the
Schema in accordance with:

i the limitations imposed on the investment and borrowing powers of the manager by this Act;
(ii) and the provisions of this Act and the deed;

Bte iy e /('/

Melinda Mostert Seggie Moodley
Head: Truslee Services Head: Risk and Legal (Trustee Services)
Standard Bank of South Africa Limited Standard Bank of South Africa Limited

29 March 2017
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DIRECTORS' RESPONSIBILITIES AND APPROVAL

as at 31 December 2016

The directors are responsible for overseeing the preparation, inlegrity and objectivity of the financial statements
that fairly present the state of the affairs of the Scheme ot the end of the reporting period and 1he net income and
cash flows for the reporting peciod. and other information contained in this report.

The portfolio’s annual financial statements comprise the statement of financial position at the reporting date,
the statements of comprehensive income, changes in net assets altributable 1o investors and cash flows for the
year then ended and the notes 10 the annual financial statements, which include a summary of significant
accounting policies and other explanatory notes, in the menner required by The Collective [nvestment Scheme
Control Act of South Africa of 2002, International Financial Reporting Standards and the Trust Deed.

To enable the directors 1o meet these responsibilities:

s  All directors will endeavour 1o maintain the highest ethicai standards in ensuring the Scheme's business is
conducted in a manner that in all reasonable circumstances is above reproach;

s  The directors set siandards and management implements systems of intemal control and accounting and
information systems aimed at providing reasonable assurance that both on and off statement of financial
position assets are safeguarded and the risk of error, fraud or loss is reduced in a cost-efTective manner.
These controls, contained in established policies and procedures, include the proper delegation of
responsibilities and authorities within a clearly defined framework, effective accounting procedures and
adequate segregation of duties;

o  The directors and management identify all key areas of risk across the Scheme and endeavour to mitigate or
minimise these risks by ensuring that appropriate infrastructure, controls, systems and discipline are applied
and managed within predelermined procedures and constraints:

¢ The intenal audit function outsourced to Barclays Africa Group Intemal Audit, which operates unimpeded
and independently from operational management, appraises, evaluates and, when necessary, recommends
improvemenits Lo the systems of internal conirol and accounting practices, based on audit plans that ke
cognisance of the relative degrees of risk of cach function or aspect of the business; and

* The intenal auditors play an integral role in matters relating to financial and intemal control, accounting
policies, reporting and disclosure.

To the best of their knowledge and belief, based on the nbove, the directors are satisfied that no material

breakdown in the operation of the systems of internal control and procedures has occurred during the year under
review.

The portfolio consistently adopts appropriate and recognised accounting policies and these are supported by
reasonabic and prudent judgements and estimates on a consistent basis. The annual financial statements of the
Scheme have been prepared in accordance with the provisions of the Collective Invesiments Control Act of
2002 and the Trust Decd and comply with International Financial Reporting Siandards (IFRS) and all applicable
legislation.

The directors have no reason to believe that the portfolio will not be a going concem in the reporting period
ahead. based on forecasts and avaifable cash resources. These financial statements have accordingly been
prepared on this basis.

Itis the responsibility of the independent auditers to report on the annuel financial statements. Their report to
the investors is set oul on page 3 to 7 of this report.

The annua! financial statements set out on pages 10 to 34 were approved by the Directors on 29 March 2017 and
were signed on its behalf by:
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INDEPENDENT AUDITOR'S REPORT TO THE MANAGER AND HCLDERS OF SECURITIES IN THE
NEWFUNDS SHARI'AH TOP 40 SA INDEX ETF PORTFOLIO

Report on the Audit of Annual Financial Statements
Opinion

We have audited the financial statements of NewFunds Shari‘ah Top 40 SA Index ETF Portfolio (the
Partfolio) as set out on pages 10 to 34, comprises the statements of financial position as at 31
December 2016, and the statements of comprehensive income, statements of changes in equity and
statements of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and explanatory information.

In our opinion, the financial statements present fairly, in all material respects, the financial position of
the portfolio as at 31 December 2016, and its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs) and the requirements of
the Collective Investments Schemes Control Act of South Africa.

Basls for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Porifolio in
accordance with the Independent Regulatory Board for Auditors Code of Professional Conduct for
Registered Auditors (IRBA Code), the International Federation of Accountants’ Code of Ethics for
Professional Accountants (IFAC cade) and other independence requirements applicable to performing
the audit of the financial statements of the Portfolic. We have fulfilied our other ethical responsibilities
In accordance with the IRBA Code, IFAC code and in accordance with other ethical requirements
applicable to performing an audit of the Pertfolio. We believe that the audit evidence we have obtained
is sufficient and approprlate to provide a basis for aur opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statemeats of the current period. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibili{ies for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designad to respond to our assessment of the risks of material
misstatement of the financial statements, The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the accompanying
financial statements.



Key Audit Matter

How the Matter was addressed In the audit

Valuatlon of the investment portfolio and linked

liability to unit holders (net assets attributable
to investors) and related disclosure

Management's main objective is to grow the
assets under management for the unit halders
of the portfolio.

This is the primary indicator of management’s
achievement of this goal and as such is assessed
as being an area of higher risk.

investments and the linked liabilities (net assets
attributable to investors) are significant
balances on the statement of financial position
and bhave been identified as an area of
significant risk. In addition the disclosure of the
investments and related liabilities in terms of
IFRS 13 Fair Value Measurement requires
significant auditor attention to determine the
appropriateness of the fair value hierarchy and
to determine the existence of an active market.
This was considered to be significant to the
audit to ensure fair presentation.

The disclosures associated with Fair Valuation
of the Investment partfolio is set out below:

. Note 7 - Portfolio Investments and
Participation Interest
. Note 13 - Fair Value Hierarchy of

Assets and Liabilities heid at Fair Value

Our audit of the valuation of the investment
portfolio, linked liability to wnit holders and
related disclosure included, amongst others,
the following audit proceduras;

. We evaluated whether the valuation
methodologies of the investment
portiolio and related liability to unit
holders are appropriate and correctly
applied in accordance with IFRS 13 Fair

Value Measurement accounting
policies.
. We assessed the appropriateness of the

disclosure classification of level 1 and
level 2 fair value measurements and
whether the valuation technigue applied
in order to value tevel 1 and level 2
financial instruments was correct.

. For financial instruments classified as
level 1, we assessed whether inputs are
based on quoted prices in an active
market. For financial instruments
classified as level 2, we assessed
whether inputs are observable in the
market.

° We independently assessed both the
volumes traded in the underlying
investments and the finked liability to
unit holders to ensure that the
instruments traded, are traded in an
active market.

. We engaged internat experts to assist in
determining whether the assumptions
used in the valuation and the disciosure
of the investment portfalio and linked
liability to unit holders, were reasonable

. Our work on assumptions focused on
those which had the most significant
impact on the outcome of the
investment portfolio valuation models.

. We re-computed the outcomes of the
investment portfolio valuation model to
ensure its mathematical accuracy.

. We compared the NewFunds
investment portfalio list to that hetd by
the service organisation and to external
third party data.




Other Information

The directors are responsible for the other information. The other information comprises the Directors'
Responsibilities and Approvals, Trustee's Report and Directors' Report, but does not include the
financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an
audit apinion or any form of assurance conclusion thereon.

In connection with our audit of the financlal statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financlal statements ar our know!edge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information obtained prior to the date
of this auditor's report, we conclude that there is a material misstatement of this other information; we
are required to report that fact. We have nothing to report in this regard.

Directors’ Responsibilities for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and the requirements of the Collective
Investment Schemes Control Act of South Africa, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Portfolio*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 the directors either intend to fiquidate the Portfolio or to
cease operations, or has no realistic alternative but to do so.

Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance aboult whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our oginion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with 1SAs 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 1SAs, we exercise professional judgment and maintain
profassional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risis, and abtain
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 ane resulting
from error, as fraud may involve collusion, forgery, Intentional omissions,
misrepresentations, or the override of internal contral,

» Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Pertfolio’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and refated disclosures made by the Directors',



« Conclude on the appropriateness of the Directors' 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 Portiolio’s ability to continue as
a going concern. If we conclude that a material uncertainty exis{s, we are required to draw
attention in our auditor’'s report to the refated disclosures in financial statements or, (f
such disclosures are inadequate, to modify our opinion, Qur conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Portiolio to cease to continue as a going concern.

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

+ Obtain sufficient appropriate audit evidence regarding the financial information of each
Exchange Traded Fund Porifalio within the Portfolla to express an opinion on the financial
statements. We are responsible for the direction, supervision and perfermance of the audit. We
remain solely responsible for our audit opinion.

We communicate with the directors 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 identity during our audit.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be thought to bear on our independence, and where applicable, related
safequards.

From the matters communicated with the directors, we determine those malters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's 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.

The engagement partner on the audit resulting In this independent auditor’s repart is Rohan Baboolal.



Report on other Legal and Regulatory Requirements

In terms of the IRBA Rule published in the Government Gazette Number 39475 dated 4 December 2015,
we report that Ernst & Young Inc. has been the auditor of the Portfolio for 5 years.

Conprfor L.

Ernst & Young Inc.

Director: Rohan Baboolal CA (5A)
Registered auditor

102 Rivonia Road

Sandton

29 March 2017
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South Africa
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NewFunds Collective Investment Scheme manages exchange traded
fund (ETF) portfolios. Its objective is to track the performance of
specific indices on the stock market in each portfolio. The Shari‘ah
Index ETF portfolio (the “portfolio™ or “Shariah™} tracks the Shari'ah
Top 40 price index designed to represent the performance of the 40
largest and most liquid JSE-listed companies whase activities and
financial ratios arc Shari’ah —compliant.

Name Appointment date  Resignation date
CHM Edwards 24/03/2016

TJ Fearnhead 2511172013

AB La Grange 10/07/2006

EM Letty 24/06/2011 30/11/72016
DA Lorimer 01/12/2016

BM Mgwaba 15/10/2015

R Pitt 1710212017

CMR Playne 23072014

EM Southey 24/06/2011 17/02/2017
71h Floor

Barclays Towers West

15 Troye Street

Johannesburg

2001

Standard Bank of South Africa Limited
Standard Bank of South Africa Limited

Emst & Young Inc.
102 Rivonia Road
Sandton
Johannesburg

2194

The scheme is managed by New Funds (RF) Proprietary Limited, a
100% owned subsidiary of Absa Bank Limited. The preparation of
these annual financial statements therefore falls under the direct
supervision of Absa Bank Limited, represented by Scan Lamprecht,
MBA, Head of Product Control. All references 10 ‘manager’ and
‘management’ relate to NewFunds (RF) Proprietary Limited.
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MRECTORS' REPORT (continued)

for the year ended 31 December 2016

Review of financial results The financial results of the portfolio are set out in the attached
financial statements. The results do net, in the opinion of the
directors, require further explanation.

Events afier the reporting date Events material to the understanding of these financial statements that
occurred between the financial year end and the date of this report
have been disclosed in Note 18,

Going concern The annual financial statements have been prepared on the basis of
accounting policies applicable 1o 2 going concern.

Special resolutions No special resolutions were passed during the period under review.



NEWFUNDS COLLECTIVE INVESTMENT SCHEME - SHARI'AH TOP 40 SA INDEX ETF

PORTFOLIO
STATEMENT OF COMPREHENSIVE INCOME
Sfor the yeur ended 31 December 2016

2016 2015
Notes R R
Non-interest income
Fair value adjustment 2 260 345 {7047 378}
2 260 345 {7047 378)
Revenue 4 1 564 914 1588272
3 825259 {5 459 106)
Managernent and administration expenses (107 020) {92 599)
Increase/ (decrease) in net assets attnbutable (o investors before
distribution 5 3718239 (5 551 705)
Income distribution 16 {941 140} (1477 000)
lncrease/ {(decrease) in net assets atiributable to investors
after distribution 2777 099 (7028 705)
Represented by:
Income altributable to investors 516 754 18673
Capital attributable to investors 2260 345 (7047 378)



NEWFUNDS COLLECTIVE INVESTMENT SCHEME - SHARI'AH TOP 40 SA INDEX ETF

PORTFOLIO
STATEMENT OF FINANCIAL POSITION
as at 31 December 2016
2016 2018

Notes R R
Assets
Non-ctirremt assets
Portfolio Investments 7 66 670 578 25 667 904
Total non-current assets 66 670 578 25 667 904
Current assets
Trade and othey receivables 8 74 500 200183
Cash and cash equivalents il 757 376 109 866
Total current assets 831 B76 310 049
Total nsseis 67 502 454 25 977 95)
Liabilitles
Current liabilities
Trade and other payables 9 68 471 170 938
Net assets attributable to investors 67 433 983 25 807015
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STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO INVESTORS

for the yvear ended 31 December 2016

Capital Income Net nasets

attributable to  nttributable to  ottributable to

investors Investors investors

R R R

Batance at 1 January 2015 30068 932 94313 30 163 245
New issues for the period 2672475 - 2672475
(Decrease) /Increase in net assets atiributable to investors (7 047 378) 18 673 {7 028 705)
Balance at 31 December 2015 25 694 029 £12 986 25 807015
Balance st 1 January 2016 25694 029 112 986 25807015
New issucs for the period 38 849 869 - 38 849 869
Increase in net assets attributable 1o investors 2 260 345 516 754 2777099

Bafance nt 31 December 2016 66 804 243 6§29 740 67 433 983




NEWFUNDS COLLECTIVE INVESTMENT SCHEME - SHARI'AH TOP 40 SA INDEX ETF

PORTFOLIO
STATEMENT OF CASH FLOWS
Jor the year ended 31 December 2016

2016 2015

Notes R R
Cash flows from operating sctivities
Cash used in operations 10 {107 560) (D5 B0S)
Purchase of equity securities (23 633 908) (7 595 354)
Proceeds from sale of equity securities 23 456 585 7427119
Dividends received 1 400 309 1588272
Distributions {1043 067) {1 477 000)
Real Estate Invesiment Income 90 105 -
Net cash generated by/(uscd in) opernting acelvities 162 464 (152 768)
Cash flows from finaacing activitics
Cash portion received on creation of Shari'ah Top 40 SA Index
Securities 485 046 7534
Net cash penerated by financing activitics 485 046 73534
Net incrense/(decrease) in cash and cash equivalents 647 510 (145 234)
Cash and cash equivalents at the beginning of the year 109 866 255 100
Cush nnd cash equivalents a¢ the end of the year 11 757 376 109 866
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Summary of Accounting Policies

Jor the vear ended 31 December 2016

1. STATEMENT OF COMPLIANCE

The annual financiat siatements have been prepared in accordance with International Financtal
Reporting Standaeds (IFRS) and the interpretations issued by the International Financial Reporting
Interpretations Commitiee of the [ASB (IFRIC) and in the manner required by the Collective
Investment Schemes Control Act, 45 of 2002, the Trust deed, JSE Listing Requirements and the
SAICA Financial Reporting Guides.

2 SIGNIFICANT ACCOUNTING POLICIES

The significant accounting pelicies applied in the preparation of these annual financial statements are
sel out below. These policies have been consistently applied to all the years presented, unless
otherwise stated,

2.1 ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

During the current year, the Scheme has adopted all of the new and revised standards and
inlcrpretations issued by the IASB and the IFRIC that are relevant to iis operations and effective for
onnual reporting periods beginning on 1 January 2016. The adoption of these new and revised
standards and interpretations has not resulted in material changes to the Scheme's accounting policies.
For details of the new and revised accounting policies refer to note 19,

22 BASIS OF PREPARATION

The annual financial statements have been prepared on an accrual basis of accounting, except for
cashflow information. Apart from certain items that are carried at fair valued amounts, as explained
in the accounting policies below, the financial statements have been prepared on the historical cost
basis. The principal accounting pelicics are set out below.

The annual financial statements have been prepared on the basis of accounting policies applicable ta
a going concern.

The financial statements are presented in South African Rands (R), the functional and preseniation
cumrency of the Scheme. All financial information is presented to the nearest Rand.

23 REVENUE RECOGNITION

Income compriscs dividend income and real estate investment income. It is recognised to the extent
that it is prabable that there will be an inflow of economic benefits and the income can be relizbly
measured,

Dividend income from invesiments is recognised when the sharehalder's right to reccive payment has
been established (provided that it is probable that the economic benefits will flow to the Scheme and
the amount of income can be measured reliably).

Real Estale Invesiment Income (REIT) income in the form of cash distributions from the REIT is
recopgnised when the right to receive income is established.
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Sommary of Accounting Palicies (continued)

for the vear ended 31 December 2016

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
24 FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised when the Scheme becomes a party to the
contractual pravisions of the instrument.

Financial assets and fipancial liabilities are initinlly measured at fair value. Transaction costs that are
directly auributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are capitalised to the injtial
carrying amount of the financial asset/liability, as appropriate on initial recognition. Transaction costs
direetly attributable to the sequisition of financial assets or financial liakilities at fatr value through
profit or loss are recognised immediately in profit or loss.

On initial recognition, it is presumed that the transaction price is the falr value unless there is
obsecrvable information available in an active market 1o the contrary. The best evidence of an
instrument's fair value on initial recognition is typically the transaction price. However, if fair value
can be evidenced by comparison with other observable current market transactions in the same
instrument, or is based on a valuation 1echnique whose inputs include only data fram observoble
markets then the instrument should be recognised at the fair value derived from such observable
market data.

For valuatians that have made use of significant unobservabie inputs, the difTerence between the
madel valuation and the initial transaction price (Day One profit) is recognised in peofit or loss cither
on a straight-fine basis over the term of the transaction os relensed in full when previously
unobservable inputs become observable.

24.1 FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Financial assets are classified as loans and receivables or investments at fair value through profit or
toss. The classification depends on the nature and purpose of the financial assels and is determined at
the time of initial recognition. All regular way purchases or sales of financial assels are recognised
and derccogmised on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame established by regulation or
convention in the marketplace, Cash and cash equivalents and trade reccivables are classified as loans
and receivables.

Financial liabilities are either measured at amortised cost or classified as at fair value through profit
or Joss, which may occur when the financial liability is either held for irading or it is designated as at
fair vaiue through profit or loss. Financial liabilities comprise trade and other payables and net assets
attributable to investors. Trade and other payables comprise management and Scheme fee payables
and are measured at amortised cost using the effective interest method. Net assets attributable to
investors are listed debt instruments held by investors in the form of ETFs and are designated at faic
value through profit and loss.
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Summary of Accounting Policies (continued)

Jor the year esded 31 December 2016

2

24

241

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)

FINANCIAL ASSETS AND FINANCIAL LIABILITIES {continued)
FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial assets are measured a5 at Fair Value Through Profit and Loss (FVTPL) when they are either
held for trading or designated as at Fair Value Through Profit and Loss.

A financial instrument other than one that is held for trading may be designated as at Fair Value

Through Profit and Loss upon initial recognition i

*  such designolion climinates or significantly reduces a measurement or recogmition inconsistency
that would otherwise arise; ar

« the financial instrument forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with the
documented risk management or investment strategy, 1aking into consideration the relationship of
assets to linbilities in & way that mitigates market risk: or

= it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial
Instruments: Recopnition and Measurement permits the entire combined contract (asset or
linbility) 10 be designated as at Fair Value Through Profit and Loss.

FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial Instruments at FVTPL are stated at fair value, with any gains or losses arising on re-
measurement recognised in profit or loss.

Dividend income from financial assets at fair value through profit or loss is tecognised in the
statement of comprehensive income within dividend income when the Scheme's right lo receive
payments is established,

Creation and redemption
Creation and redemption ore recorded en trade date using historic cost being the previous day closing
index price

Net assets anributable to investors (redcemable securities)

All redecmable securitics provided by the portfolios provide investors with the right to request
redemption for cash or in specie at the value proportionate 1o each investor's share. The securitics are
redeemable at any time at the option of the security holder and are therefore classified as financial
liabilities.

LOANS AND RECEIVABLES

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an aclive market. Loans and receivables are measured at amortised cost using the
effective interest method, less any impairment.

EFFECTIVE INTEREST METHOD

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees and points paid or received that
form an integral pact of the effective inlerest rate, transaction costs and other premiums or discountis)
through the cxpected life of the debt instrument, or, where apprapriate, a shorter period, to the net
carrying amount on initial recognition.
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2, SIGNIFICANT ACCOUNTING POLICIES (continued)

24 FINANCIAL INSTRUMENTS (continued)

24.1 FINANCIAL ASSETS AND FINANCIAL LIABILITIES (continued)
FINANCIAL LIABILITIES

Financial linbilities are measured at amortised cost except for liabilities designated at fair value which
are held at fair value through profit and loss. Amortised cost is the initial fair value {which is
normally the amount borrowed) adjusted for premiums, discounts, repoyments and the amortisation
of coupon, fees and expenses to represent the cffective interest rate of the liability.

FAIR VALUE

The listed underlying investments are carried at fair value through profit or [oss such as those
designated by management under the fair value option.

The fair value of o financial instrument 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.

DERECOGNITION OF FINANCIAL INSTRUMENTS
Derecogitition of financial assets

Full derecognition only occurs when the rights to reeeive cash flows from the asset have been
discharged, cancelled or have expired, or the Scheme transfets both its contractual right to receive
cash flows from the financial assets (or retains the contractual ri ghts to receive the cash flows, but
assumes a contractual obligation to pay the cash flows to another party without material delay or
reinvestment) and substantially all the risks and rewards of ownership, including credit risk and
prepayment risk, When an asset is transferred, in some circumstances, the Scheme may retain an
interest in it (continuing involvement) requiring the Scheme to repurchase it in ceriain circumstances
for other than its fair value on that date,

Derecognition of financial llabilities

A financial liability is derecognised when the obligation under the linbility is discharged, cancelled or
expires. Where an existing financial liability is replaced by another from the same party on
substartially different terms, or the terms of an existing liability are substantiolly modified (1aking
into account both quantitative and qualitative factors), such an exchange or modification is treated as
u derecopnition of the original liability and the recognition of a new liability, and the difference in the
respective camrying amounts is recognised in profit or loss. Where the terms of an existing liability are
not substantially modified, the liability is not derecognised. Costs incurred on such transactions are
treated as an adjustment to the carrying amount of the liability and are amortised over the remaining
term of the modified liability.

24.2 OFFSETTING

[n accordance with |AS 32 Financial Instruments: Presentation, the Scheme reports financial assels
and financin! liabilities on a net basis on the statement of financial position only if there is a cument
legally enforceable right 10 sct off the recognised amounts and there is intention to setrie on a net
basis, or to realise the asset and settle the lisbility simuhancously.

25 CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, cash comprises cash on hand and demand deposits,
and cash equivalents comprise highly liquid investments that are convertible into cash with an
insignificant risk of changes in value with original maturitics of three months or fess.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)}
2.6 SEGMENTAL REPORTING

The portfolic trades under the umbreila of the NewFunds Collective Envestment Scheme ("CI1S") as
separate exchange traded fund, The fund is separately listed and wades on the JSE. Thus cach of the
separate portfolios fall within the scope of IFRS 8: Operating Segments. This fund has a norrowly
defined mandate and operates a single line of business., Therefore the fund as a whole is considered to
be one operating sepment.

27 DISTRIBUTIONS

in accordance with the Scheme's Trust Deed, price index portfolios distribule their distributable
income and any other amounts deterrnined by the management scheme to security holders in cash.

28 TAXATION

Income is taxed in the hands of the investor if the portiolie distributes within 12 months of having
received income, failing which income will be deemed 10 be received by, and accrued to the portfolio
and will be taxed in its hands. Capital gains and losses are ultimately taxed in the investor’s hands on
disposal of their participatory interest.

The portfolio has distributed income within 12 months of receiving jt within in the current and prior
year. Therefore, no income tax has been provided for in the pertfolio in the current and prior year.

29 PROVISIONS, CONTINGENT LIABILITIES AND COMMITMENTS

Provisions are recognised when the Scheme has a present constructive or legal abligation as a result
of past events and it is probable that an outflow of resources, embodying economic benefits, will be
required to settle the obligation and a relinble estimate of the amount of the obligation can be made.

Transactions are clussified as contingent liabilities where the existence of the Scheme's possible
abligations depends on uncertain future events beyond the Scheme's control or when the Scheme has
a present obligation that is not probable or which the Scheme is unable to measure reliably.

ltems are classified as commitments where the Scheme commits itself to future transactions or if the
itemns will result in the acquisition of assets.

A provision for onerous contracts is recognised when the expected benefits 1o be derived by the
Scheme (rom a contract is lower than the unaveidable cost of meeting its obligation under the
contract. The provision is measured at the present value of the lower of the expected cost of
terminating the contract and the expected nct cost ol fulfilling the contract. Before a provision is
established, the Scheme recognises any impairment loss on the assets associated with that contract.

3. JUDGEMENTS AND ESTIMATES

[n the preparation of the annual financial statements, management is required to make judgements,
estimates and assumptions that affect reported income, expenses, assets, liabilities and disclosure of
contingent assets and liabilities. Usc of available information and the application of juilgement are
inherent in the formation of estimates. Actual results in the future could differ from these estimates,
which may be material to the financial statemenis within the next financial periad,
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2016 20158
R R
4. REVENUE
Dividends 1 474 809 1 588272
Real Estate Investment Income 90 105 -
1564914 | 588 272
5. INCREASE /(DECREASE)IN NET ASSETS ATTRIBUTABLE INVESTORS BEFORE
DISTRIBUTION

Included in net asscts autributable to investors before distribution are the following significant
iransactions.

Management fee (95 032) {95 331)
Custody fee (k1 752} 2032
6. TOTAL EXPENSES RATIO

Increased customer demand for greater transparency in financial services and the recognition
thereof by the collective investment industry requires Collective Investment Scheme managers to
calculate and publish a Total Expense Ratio (TER) for each portfolio under management. Thisisa
requirement in terms of the Association of Collective Investment Scheme (AC1) standard on the
calculation and publication of TER.

The ACI Guidelines on the TERS require that a fund must be in existence for more than 6 months
before expense ratios can be calculated and published, The expense ratios below are unaudited.

The total expenses ratio by definition os expressed in the ACI standards is a measure of the
portfolio’s assets that were relinquished as paymient for services rendered in the manapement of the
portfolie. This is expressed as a percentage of the fraction; tolal expenses paid for by a portfolio for
the previous 12 months divided by the daily average net asset value for the previous 12 months.

2016 2015
Y% Ya
Shari’ah Index Securities 0.18 031
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7.

7.1

7.2

13

PORTFOLIO INVESTMENTS
These financial assets are designated at fair value through profit and loss.
The fund designates all equity investments at fair value through profit and loss upon initial recognition

as it manages these securities on a fair value basis in accordance with its documented investment
strategy. Internal reporting and performance measurement of these securities are on a fair value basis

2016 2015
R R

RECONCILIATION OF THE FAIR VALUE OF INVESTMENTS
Balance at | January 15 667 904 30082 289
Fair value adjustmenmis 2 260 345 {7047 378)
New issues during the year 38 364 823 2664 941
_Rebalancing effect 377 506 {31 948)
Balance gt 31 December 66 670 578 25 667 904

RECONCILIATION OF THE NUMBER OF UNITS

Balance at | January 9375 446 8 625 446
New issues during the year 12 700 000 750 000
Balance at 31 December 22 075 446 @ 375 446

PARTICIPATORY INTEREST

The Scheme is the primary issuer of participatory interests for Shar'iah Index Securitics, The Scheme
is obliged to sell and repurchase one or more baskei(s) of participatory interests requested or offered
{tom or to it by investors, There is a provision that the funds can never be obliged to deliver part of o
basket. As participatory interests are listed on the JSE, typically, investors can buy or sell partial
baskets of their participatory interests on the secondary market (and may contact either of the
participating brokers or the market maker in this regard),

Partial baskets are traded on the secondnry market as Shari*ah [ndex Securitics (NFSHA0) on the JSE.

Proceeds received from the issue of Shari’ah Top 40 SA Index securities are utilized to buy Shari‘sh
Top 40 5A baskets of selected constituents.

The net asset value per Shari’ah index Secuthiies, afer attributable amounts, at 3§ December 2016
was R3.05 (31 December 2015: R2.75).
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11.

2016 2015
R R
TRADE AND OTHER RECELYABLES
Unsettled Trades - 200 183
Dividends receivable 74 500 -
74 500 200 183
TRADE AND OTHER PAYABLES
Distribution payable 68 073 170 00D
Management fee 235 -
Custody fee 163 938
68 471 170 938
CASH USED IN OPERATIONS
Inerease/ (decrease) in net assets attributable 1o investors 2777099 (7 028 705)
Adjustments for:
Dividends received {lL 474 809) (! 588 272)
Fair value (gains)/losses {2 260 345) 7 047 378
Distributions 941 140 1 477 000
Real Estate Investment [ncome {90 105) -
Cash used in operations before warking capital chanpes {107 020) {92 599}
Changes in working capital
Decrease in trade and other payables (540) (3 206)
Total changes in warking capilal (540) (3 206)
Cash used in operations {107 560) (95 805)
CASH AND CASH EQUIVALENTS
Current account 757376 109 866
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12, RISK MANAGEMENT
121 CAPITAL RISK MANAGEMENT

The Scheme monitors capital on the basis of the value of net assets attributable 10 investors. The
Scheme’s objectives when managing capital are 10 safeguard its ability (o continue as a going concern
in order to provide returns for investors and henefits for other sinkeholders and to maintain an optimal
capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Scheme may adjust the amount of distributions paid to investors. There are na exicmally imposed
capital requirements on the Scheme.

122 FINANCIAL RISK MANAGEMENT

The Scheme’s business involves taking on risks in a targeted manner and managing them
professionally. The core functions of the Scheme's risk management are to identify all key risks for
the Scheme, measure these risks, manape the risk positions and determine capital allocations, The
Scheme regularly reviews its risk management policies and systems 1o reflect changes in markets,
products and best market practice.

The Scheme's aim is to achieve an appropriate balance between risk and retum and minimise
potential adverse effects on the Scheme’s financial performance. The Scheme defines risk as the
possibility of losses or profits foregone, which may be caused by intemal or external factors,

The risks arising from financial instruments to which the Scheme is expased are financial risks,
* which include credit risk, liquidity risk and market risk which are discussed below, Market risk has
been identified as the most significant risk to the Scheme.

The portfolio’s financial instruments consist mainly of underlying listed investments, cash and cash
equivalents, call deposits, trade and other receivables, index sccurities and other payables,

12.3 MARKET RISK

Market risk exists where significant changes in equity prices will affect the value of the portfolios’
index securities. The fund's investment mandate is to passively manage the portfolio. As a result it is
subjested 1o a similar najure and level of market risk as the benchmark portfolio,

There is no guarantee that the Scheme's portfolios will achieve its investment objective of perfectly
tracking the index. The value of ponfolio index securities and distributions payable by the Scheme's
portfolios will rise and fall as the capital values of the underlying securities housed in the portfolio
and the income flowing therein fluctuates. Prospective investors should be prepared for the possibility
that they may sustain a loss.

The Scheme's portfolios may nat be able to perfectly replicate the pesformance of an index because:
¢ The fund is liable for certain costs and expenses not taken into account in the calculation of the
tndex, this is applicable 1o a total retum index:

e Certain [ndex constituents may become tempotarily unavailable; or
#  Other extraordinary circumstances may result in a deviation from precise index weightings.
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12. RISK MANAGEMENT (continued)
123 MARKET RISK({continued)
Price Seasitivity Analysis

All the investments in portfolios ol the Scheme's portiolios are listed on the JSE. Index Securities are
created with an objective to track the performance of specific portfolio indexes (customised indexes).

Any movement or adjustment in the specific portfolio index will have an impact on the price of the
investment in the portfolie, At any point in time the market value of one unit in the ponfolio reflects
1/100th of the Index level, plus an amount which reflects a pre mia portion of any accrued
distribution amount within the portfolio.

Actual market values may be affected by supply and demand and other market factors, however the
ability ol a hotder to switch out of any ETF portfolio securities by redeeming them in specie for one
or more baskets of the constituent securities, should operate to substantially avoid or minimise any
differential which may otherwise arise between relevant basket and the value at which any portfolio
securitics trade from time to time.

The Shari‘oh Index Sccurities investment portfolio is siTected by price fluctuations
2016: R66 670 578 ( 2015; R25 667 904).

At reponting date a 10% increase in the value of the investment in the portfolio's security price at the
reporting date will increase the index and resulting increase in net assets attributable to investors of
the portfolio by R6 667 058 (2015:R2 566 790).

Atreporting date a 10% decrease in the value of the investment in the portfolio™s security price at the
reporting date will decrease the index and resulting decrease in net assets attributable to investors of
the portfalio by R6 667 058 (2015:R2 566 790).

124 INVESTMENT RISK

There can be no assurance that the investment in portfolios will achieve their investment objectives of
replicaling the price and yield performance of the portinlio index securitics. The net nsset value of the
portfolio index securities will rise and fall as the value of the underlying portfolio fluctuates. The
return achieved en portfolio index securities can he expected to fluctuate in response to changes in

the return achieved by the underlying portfatio,

On a quarierly basis, the index is adjusted 10 ensure that the constituent companies in the index are
the top performing companies. Thus adjustments, such as removing a company that is not performing
well or a change in the weighting of the shares, are performed.

The following factors could negatively impact on the investment performance of the portfolio:

»  Certain costs and expenses incurred by the portfolio could cause the underlying partfolio to
mistrack against the Index;

¢  Temporary unavailability of securities in the secondary market or other extraordinary
circumstances could cause deviations from the exact weightings of the Index;

*  In circumslances where sceurities comprising the Index are suspended from trading or other
market disruptions occur, it may be impossible to rebalance the portfolio of sccurities held by the
porifolio and this may lead to tracking error.

12.5 SECONDARY TRADING RISK

There can be no guarantee that the portfolio index sccurities will remain listed on the JSE Lid,
Despitc the presence of market makers, the liquidity of the portfolio index securities cannot be
guaranieed. The portfolio index securities may trade at a discount or premiusn to their net asset value
(NAV). Any termination of a listing would be subject to the JSE Limited listing requirements.
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12.6 INTEREST RATE RISK

Interest rate risk arises from the effects of fluctuations in the prevailing levels of market interest rates
on the fair value of financial assets and liabilities and future cash flows. The portfolio does not have
any interest bearing financial instrument and is therefore not cxposed Lo interest rate risk,

12.7 CREDIT RISK

Credit risk is the risk of financinl Joss to the Scheme if a party to a financial instrument fails to meet
its contractual obligations resulting in a financial loss to the scheme, Credit risk arises from trade
receivables and cash and cash equivalents, which zre neither post due nor impaired with the total
concentration of risk being in the financial services sector.

Risk limits, control and mitigation policies: The credit risk relating to the trade receivables is
limited as it relates to dividend receivable which are receivable from listed securitics.

The credit quality of the financial asseis that are neither past due nor impaired can be assessed by
reference to exiernal credit rating (il available) or past information about counterparty defaults rates.

Maximum credit risk

Trade and other reccivables 74 500 200 183
Cash and Cash equivalents 757 376 109 866
431 876 310 049

Financial nssets stratification and analysis

The credit quality of all financial assets that are neither past due nor impaired can be nssessed by
reference to extemal credit rating {if available) or past information about counterparty default rates.

Cash and cash equivalents - counterpanties with external credit mtings (2016: Fitch AA R757 376;
2015: Fitch AA R109 866).

Trade and other receivables - counterparties with external credit ratings (2016: Fitch AA R74 501;
2015: Fitch AA R200 183).
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128  LIQUIDITY RISK

Liquidity risk results from both the differences between the mognitude of assets and liabilities and the
dispropertion in their maturities. Liquidity risk is the risk that operations cannot be finded and
financial commitments cannot be met timeously and cost effectively. Liquidity risk management
deals with the overall time profile of the current financial position as well as the expecied future
structure,

Liquidity risk management process: The availability of funding through liquid cash positions with
various institutions ensures that the Scheme has the ability to fund day-to-day operations. During
rebalancing, proceeds received from the sale of selected constituent are wiilised 1o buy n basket of
selected constituent. The approach to managing liquidity risk is to ensure that the portfolio would be
able 0 pay suitable distributions or deemed distribution to investors on a quarterly basis, Al) dividend
distributions or deemed distribution are approved by the Trustee and calculated by the administrators.

All of the portfolios' securities ore listed instruments and are bought and sold in the JSE Limited
through a JSE member. The participatory interest in the portfolio securilies can be sold to the market
maker, which is obliged to buy them from the investor.

Market makers will attempt to maintain a high degree of liquidity thraugh continuously offering 1o
buy and sell oll the Scheme’s porfolio panicipatory interests at prices around NAV of the
participatory interest, thereby ensuring tight buy and sell spreads. Under normal circumstances and
conditions the investor will be able 1o buy or selj the portfolio securities from the market makers.

Pes the Trust Deed, the managing Scheme can seli the underlying portfolio nssets to meet any short or
fong term obligation and can borrow up to 10% of the market value of the underlying assets,

The following tables represent the maturity analysis of the financial liabilities:

On demand 0-12 months Total
R R R

2016
Trade and other payables . 68471 68 471
Shari'ah Top 40 SA Index Securitics 67 433 983 - 67 433 983
67 433 983 6B 471 67 502 454

2015
Trade and other payables - 170938 170 938
Shari'ah Top 40 SA Index Securities 25 807 015 - 25 807015
25 807 015 170 938 25977953

13 FAIR YALUE HIERARCHY OF ASSETS AND LIABILITIES HELD AT FAIR VALUE

131 FAIR VALUE HIERARCHY

The 1able below provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels | to 3 based on the degree to which the fair value is
observable,

Level | fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilitics.

[
=
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13. FAIR VALUE RIERARCHY OF ASSETS AND LIABILITIES HELD AT FAIR VALUE
(continued)

13.1 FAIR VALUE HIERARCHY (continucd)

Level 2 fair value measurements are those derived from quoted prices in active markets and inputs
ather than quoted prices included within Level | that are observable for the asset or liability, either
directly {i.c. as prices) or indirectly (i.e, derived from prices). The valuation technique applied in
order to value Level 2 financial instruments is the Net Asset Value, which is linked to the price of the
underlying market traded instruments.

Level 3 fair value measurements are those derived from valuation techniques that include inputs for
the assct or liability that are not based on observable market data (unobservable inputs).

The table below shows the portfolio's financial instruments that are recognised and subsequently
measured at fair value annlysed by level of the fair value hicrarchy. The classification of instruments
is bosed on the lowest Jevel input that is significant to the fair value measurement in its entirety. All
the fair values disclosed are recurring fair value measurements. The table below sets out the fair value
of Level 1 and Level 2 assets, adjusted for credil risk as appropriate:

Level 1 Level 2 Level 3
R R R

2016

Recurring fnir value measurements

Financial Instruments

Designated as at Fair Value Through Profit and Loss

Investment in listed shares 66 670 578

Nel assets attributable to investors (67 433 983)
66 670 578 (67 433 983)

2015

Financiat Instruments

Designated as at Fair Value Through Prafit and Loss

Investment in listed shares 25 667 904

Net assets attributable (o investors {25 807 015)

25 667 904 {15 807 015)
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13,

13.2

14,

14.1.

14.2.

FAIR VALUE HIERARCHY OF ASSETS AND LIABILITIES HELD AT FAIR VALUE

{continucd)

FAIR VALUE VERSUS CARRYING AMOUNT OF FINANCIAL INSTRUMENTS NOT

HELD AT FAIR YALUE

The fair value of the cash and cash equivalents, trade and other receivables and irade and other
payables approximales the carrying value because the instruments are short term in nature, There has

been no change in fair values as a result of a change in credit risk.

SEGMENTAL REPORTING

The investment vehicle offers only one product, being the specific exchange traded fund, tracking the

specific identified index.

The minimum disclosure requirement is to disclose reportable segments based on their peography.
Shari'uh’s net assets attributable 1o investors and the increase in net asscts attributable to investors
generated from investments where the primary listing of the individual index securities is in the
Republic of South Africa as well as those where the primary listing is in the United Kingdom.

United
South Alrica Kingdom Tatal
R R R

STATEMENT OF FINANCIAL POSITION
2016
Asscts
Portfolio Investments 36 557 290 Jo 113288 66 6§70 578
2018
Agsels
Pornfolio lnvesiments 15 489 288 10 178 616 23 667 904
STATEMENT OF COMPREIIENSIVE INCOME
2016
Revenue I 164 330 400 584 1 564 914
2615
Revenue 747 79 840 481 1 588 372
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NEWFUNDS COLLECTIVE INVESTMENT SCHEME - SHARI'AH TOP 40 SA INDEX ETF
PORTFOLIOQ

Notes to the annual finoncial statements (continued)
Jor the year ended 31 December 2016

i7.

18.

DISTRIBUTIONS

The Imlex Securities will effect quarterly distributions aRer paying all the acerued expenses ol the
NewFunds Collective Investment Scheme. All distributions are made out of the income of each ETF
portfalio, The JSE defines the record date as the date on which the holdings, upon which the relevant
entitlement is based, arc ascertained. Record date is ane settlement period after the Last Day 10 Trade

(LDT) (currently three business days),

The quarteriy record dates are 24 March 2016, 24 June 2016, 23 Seplember 2016 and 23 December 20186,
During the periad under review the following distributions were affected by NewFunds CIS portfolios:

2016 2015

2016 : 1.15 cents per security announced on 2 March 2016 and 108 140 600 000
paid 20 April 2016
(2015 : 6.40 cents per security announced on 5 March 2015 and
paid 24 April 2045)
2016 : 2.78 cent per security announced 6 June 2016 and paid 26 615000 200 000
July 2016
(2045 : 2.13 cent per security announced 3 June 2015 and paid
21 Jildy 2015}
2016 : 0.68 cents per security announced 1 September 2016 and 150 000 507 000
pait §8 October 2016
(2015: 5.41 cents per security announced 2 September 2015 and
paid 20 October 2015).
2016 ; 0.31 cents per security announced 1 December 2016 and 68 000 170 000
paid 19 January 2017

2015 : 1.81 cents per security announced 2 December 2015 and
paid 20 Jannary 2016)

941 140 1 477 600
QUARTERLY REVIEW OF PORTFOLIO PRICES
k3 | 30 31
March Scptember  December
{cents) {cents) {cents) (cents)

6

Shari'ah fndex Securities 297 310 305
2015

Shari*ah Index Securitics 362 s 275

EVENTS AFTER REFORTING DATE

A distribution of 2.03 cents per security (R600 000) was proposed on 06 March 2017, The final
distribution will be announced on 13 April 2017 and paid on 20 April 2017,
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19, NEW ACCOUNTING PRONOUNCEMENTS

Adoption of new and revised Standards

During the current year, the Scheme has adopted all of the new and revised standards and
interpretations issued by the IASB and the IFRIC that are relevant to its operations and effective for
annual reporting periods beginning on | January 2016. The adoption of these new and revised
standards and interpretations has not resulted in moterial changes to the Scheme's accounting policies.

The Scheme adopied the following standards, interpretations and amended standards during the year:

IFRS 2 Share-based payments - Amendments to clarify the classification and
menasurement of share-based payment transactions.

IFRS 10 Cousolidated Financial Statements - Clarifications to the requirements when
accounting for investment entities. The amendments also provide relief in
particular circumstances.

IFRS 11 Joint arrangements - Amendments regarding the accounting for acquisitions of an
interest in o joint operation.

IFRS 12 Disclosure of Imerest in Other Entities - Amendments to clarify the requirements
when accounting for investment entities. The amendments also provide relief in
particular circumstandes.

IAS 1 Presentation of Financial Statements - Amendments are designed to encourage
cnlities to apply professional judgement in determining what information to
disclose, as well as where and in what order information is presented in the
financial disclosures provided in the financial statements.

IAS 16 Property, Plunt and Equipment - Amendments regarding the clarification of
acceptable methods of depreciation and amortization, and amendment to include
bearer plants in the scope of IAS 16,

IAS 28 Investments in Associates and Joint Ventures - Amendments regarding the sale or
contribution of assets between an investor and its associate or joint venture,

IAS 38 Imtangible Assets - Amendments regarding the clarificalion of acceptable methods
of depreciation and amortisation.

Annual improvements {2012- 2014 cycle)
Non-urgent but necessary clarifications and amendments to the following standards of IFRS:

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
IFRS 7 Finaneial [nstruments: Disclosure

1AS19 Employee Benefits

[AS 34 Interim Financiol Reporting

New and revised International Financial Reporting Standards Issued not yet cffective
At the date of authorisation of these financial statements, the following standards and interpretations
were in issuc but not yet effective;

g
b
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19. NEW ACCOUNTING PRONOUNCEMENTS (continued)

Annual perfods

bepinning on or
Standard after

[AS 7 Statement of Cash Flows - Amendmens as resull ol the Disclosure | January 2017
Initiative. Additional disclosures to evaluate changes in liabilities
arising from financing activities, including both changes arising
from cash flows and non-cash changes.

1AS 12 Income Taxes - Amendments regarding the recognition of deferred 1 January 2017
tax assets for unrealised losses.

IFRS 4 Instirance contracts - Applying IFRS 9 Finanicial instruments 1 January 2018
(amendments) allow an catity that issues insurance contracts the
opportunity to utilize two options - where IFRS 9 is applied prior 1o
the forthcoming insurance contracts standard. These are (g) the
overlay approach - which permits an insurer to reclassify certain
income/expenditure, asising from designated financial instruments,
from profit or loss to OCI, and (b) the deferral approach -
temporary exemption from IFRS 9 for insurers whose predominant
activity is issuing insurance contracts.

IFRS9  Financial Instriments - A new accounting standard ¢hat represents | January 2018
a package of reforms to financial instrument accounting was issued
in July 2014, IFRS 9 replaces the previous standard on financial
instruments, |AS 39,

IFRS 9 will lead to significant changes in the accounting for
financial insiraments, The key chenges relate to:

Financial assets: Financial ossets will be measured at either fair
value through profit or loss or amortised cost, except for debt
instruments meeting specific criteria, which are required 10 be
measured at fir value through other comprehensive income, ar
equily investments not held for trading, which may be measured at
fair value through other comprehensive income;

Financial fiabilities: The accounting for financial liabilities is
largely unchanged, except for non-derivative financial liabilities
designated at fair value through profit or loss. Gains and losses on
such financial liabitities arising from own credit risk will be
presented in other comprehensive income rather than in profit or
loss;

fmpairmens: Credit losses expected at the reporting date (rather
than only losses incurred in the year) on Joans and advances, debt
securities, Joan commitments and financial guarantee contracts not
held at fair value through profit or lass will be reflected in
impairment allowances.

IFRS 15 Revenue from Contracts with Customers - A new accounting 1 January 2018
standard that provides a single, principle based, five-siep model to
be applied to all contracts with customers. New disclosures about
revenue are also introduced.

i3



NEWFUNDS COLLECTIVE INVESTMENT SCHEME - SHARI'AH TOP 40 SA INDEX ETF

PORTFOLIO
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19, NEW ACCOUNTING PRONOUNCEMENTS (continued)
Annual periods
beginning on or
Standard alter
IAS 40 Investment Properties - Amendments regarding when an entity 1 January 2018
should transfer property inta, or out of, investment property
IFRIC 22 Forefgn Currency Transactions and Advance Considerntion - | January 2013
Amendments clarifying the accounting for transactions that include
the receipt or payment of advance consideration in a foreign
currency,
iFRS 16 Leases - A new accounting standard that eliminates the 1 January 2019

classification of leases as either operating Jeases or finance leases
for fessees and, instend, introduces a single accounting model,
which recognises all leases on the statement of financial position,

The Scheme is in the process of assessing the potential impact that the adoption of these standards
and interpretations may have on its future financial performance or disclosures in the annual financial

statements.



