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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

AUDITED ANNUAL FINANCIAL STATEMENTS

For the year ended 31 December 2019

MANAGER’S RESPONSIBILITY STATEMENT FOR FINANCIAL REPORTING

Gareth Stobie

Director of CoreShares Index Tracker Managers (RF) Proprietary Limited 

MANAGER’S APPROVAL OF THE ANNUAL FINANCIAL STATEMENTS

CoreShares Index Tracker Managers (RF) Proprietary Limited ("the Manager") is responsible for the preparation and

fair presentation of the annual financial statements of CoreShares Preference Share Exchange Traded Fund ("the

Fund"), comprising of the statement of financial position as at 31 December 2019, the statement of comprehensive

income, statement of changes in net assets attributable to investors, and statement of cash flows for the year then

ended, the notes to the annual financial statements, and significant accounting policies and other explanatory notes, in

accordance with International Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued

by the Accounting Practices Committee and Financial Pronouncements as issued by the Financial Reporting Standards

Council, the JSE Listings requirements, and in the manner required by the Collective Investment Schemes Control Act

45 of 2002 of South Africa ("the Act") and the CoreShares Index Tracker Collective Investment Scheme ("the

Scheme") Deed.

The Manager is also responsible for such internal control as it may determine to be necessary to enable the preparation

of annual financial statements that are free from material misstatement, whether due to fraud or error, and for

maintaining adequate accounting records and an effective system of risk management.

The annual financial statements are prepared on a going concern basis. Nothing has come to the attention of the

Manager, as at 31 December 2019, to indicate that the Fund will not remain a going concern for the foreseeable

future.     

The auditor is responsible for reporting on whether the financial statements are fairly presented in accordance with the

applicable financial reporting framework, and in the manner required by the Act and the Scheme Deed.

The annual financial statements of the Fund as set out on pages 2 to 23, were approved by the manager on 2 April

2020 and are signed on its behalf by:
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

MANAGER'S REPORT

For the year ended 31 December 2019

1. Nature of the business

2. Trustee

The trustee at the date of this report is Societe Generale.

3. Manager

The Manager at the date of this report is CoreShares Index Tracker Managers (RF) Proprietary Limited.

4. Beneficiaries

5. Units in issue

9,403,121 (2018: 650,000) units were created during the year.

None (2018: 12,158,500) units were liquidated during the year.

38,672,650 (2018: 29,269,529) units were in issue at the end of the year.

Refer to note 2 for disclosure.

6. Registered and postal address

8A Protea Place, Sandton

Johannesburg

2194

7. Auditors

Deloitte & Touche

8. Preparer of the annual financial statements

Vested income beneficiaries include all holders of the Fund securities.

The CoreShares Preference Share Exchange Traded Fund ("the Fund") is registered in terms of the Collective

Investment Schemes Control Act, 45 of 2002 ("the Act"), as set out in the supplemental trust deed number 4 of

the CoreShares Index Tracker Collective Investment Scheme ("the Scheme") Deed. 

The Fund was established in 2013 (after being converted from the prior PREFEX structure). The investment

objective of the Fund is to replicate, as far as reasonably possible, the price and yield performance of the J251

Index. The J251 Index is the FTSE/JSE South African Preference Share Index ("the Index").  

The underlying portfolio is held by the Fund and holders of the Fund's securities will have rights against the

Fund. This includes rights to the income earned from those assets.

The Fund's securities are Exchange Traded Fund securities listed and traded on the Johannesburg Stock

Exchange in much the same way as any listed share. 

IQ EQ South Africa Proprietary Limited, under the supervision of Emelia Maharaj CA(SA), the Operations

Officer of the Manager
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INDEPENDENT AUDITOR’S REPORT  
TO THE SECURITY INVESTORS OF CORESHARES PREFERENCE SHARE EXCHANGE TRADED 
FUND (CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME) 
 
Report on the Audit of the Separate Financial Statements  
 
Opinion  
 
We have audited the separate financial statements of CoreShares Preference Share Exchange Traded 
Fund (CoreShares Index Tracker Collective Investment Scheme) (the “Exchange Traded Fund”) set out 
on pages 9 to 23; which comprise the separate statement of financial position as at 31 December 2019, 
and the separate statement of comprehensive income, the separate statement of changes in net assets 
attributable to investors and the separate statement of cash flows for the year then ended, and notes 
to the separate financial statements, including a summary of significant accounting policies. 
  
In our opinion, the separate financial statements present fairly, in all material respects, the separate 
financial position of the Exchange Traded Fund as at 31 December 2019, and its separate financial 
performance and separate cash flows for the year then ended in accordance with International Financial 
Reporting Standards (IFRS), the CoreShares Index Tracker Collective Investments Schemes Deed and 
the Collective Investment Schemes Control Act 45 of 2002 of South Africa. 
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit 
of the Separate Financial Statements section of our report. We are independent of the Exchange Traded 
Fund in accordance with the sections 290 and 291 of the Independent Regulatory Board for Auditors’ 
Code of Professional Conduct for Registered Auditors (Revised January 2018), parts 1 and 3 of the 
Independent Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors 
(Revised November 2018) (together the IRBA Codes) and other independence requirements applicable 
to performing audits of financial statements in South Africa. We have fulfilled our other ethical 
responsibilities, as applicable, in accordance with the IRBA Codes and in accordance with other ethical 
requirements applicable to performing audits in South Africa. The IRBA Codes are consistent with the 
corresponding sections of the International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants and the International Ethics Standards Board for Accountants’ International 
Code of Ethics for Professional Accountants (including International Independence Standards) 
respectively. We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our opinion. 
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INDEPENDENT AUDITOR’S REPORT (continued) 
TO THE SECURITY INVESTORS OF CORESHARES PREFERENCE SHARE EXCHANGE TRADED 
FUND (CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME) 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgement, were of most significance in 
our audit of the separate financial statements of the current period. These matters were addressed in 
the context of our audit of the separate financial statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these matters. 
 
Key audit matter How the matter was addressed in the audit 

Reliance on the work of the service 
organisations 

 

The Exchange Traded Fund relied on Maitland Group 
South Africa Limited (Maitland) as their service 
administrator of the Fund for the period 1 January 
2019 – 30 November 2019.  
 
The Exchange Traded Fund relies on the Prescient 
Group as their service administrator of the Fund from 
1 December 2019 to 31 December 2019. The 
Prescient Group refers to Prescient Investment 
Management (Pty) Ltd, Prescient Fund Services (Pty) 
Ltd, Prescient Management Company (RF) (Pty) Ltd 
and Prescient Fund Services Ireland (Pty) Ltd.  
 
This is an area of audit focus because the controls 
we rely on in forming our audit opinion are 
administered by these service organisations. 
Scoping of the work of the service organisation to be 
relied on by the audit team requires judgement in 
determining the extent of procedures performed on 
the International Standard on Assurance 
Engagements (ISAE) No. 3402, Assurance Reports 
on Controls at a Service Organization (“ISAE 3402”) 
report issued by the independent auditor of the 
service organisations. As a result reliance on the 
service organisation is a key audit matter. 
 

To address this key audit matter we completed the 
following audit procedures: 
• Inspected the service level agreements held with 

the service organisations to understand the 
responsibilities of the service organisation; 

• Assessed the ISAE 3402 reports issued by the 
independent auditors of the service 
organisations, which included the description of 
controls, their design, implementation and 
operating effectiveness over the period;  

• Evaluated whether the tests of controls 
performed by the independent auditor of the 
service organization are relevant to the audit 
assertions and assessed whether they provide 
sufficient appropriate audit evidence to address 
identified audit risks; and 

• Assessed the impact of any qualifications relating 
to the operating effectiveness of the controls 
during the period under review on our audit.  

 
The above procedures were performed as it relates 
to Maitland with no significant issues identified.  
 
The Prescient 3402 indicated a report date of 31 
March 2019, as well as logical access control issues, 
which prevented a control reliance approach. This 
resulted in significantly extended substantive testing 
of transactions.  
 

Valuation of listed investments 

Listed investments held at fair value through profit 
or loss represents the most significant asset on the 
statement of financial position and are the main 
driver of the Exchange Traded Fund’s performance. 
The value of the investments is a key measure in 
determining the performance of the Exchange 
Traded Fund. Moreover, the investments are held in 
a fiduciary capacity by the Exchange Traded Fund on 
behalf of the participatory interest holders.  
  

To address this key audit matter we completed the 
following audit procedures: 
 
• Considered the results in the ISAE 3402 report 

received from the service organisation’s 
independent auditors including key control 
processes over the valuation of the investment 
portfolio; 
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INDEPENDENT AUDITOR’S REPORT (continued) 
TO THE SECURITY INVESTORS OF CORESHARES PREFERENCE SHARE EXCHANGE TRADED 
FUND (CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME) 
 
Key audit matter How the matter was addressed in the audit 

Valuation of listed investments (continued) 

In valuing these investments, there is a risk that the 
listed investments are not reflected at fair value, are 
not translated at the correct foreign exchange rate, 
are not owned by the Exchange Traded Fund and are 
not disclosed in terms of the requirements of IFRS.  
 
Given these risks and the magnitude and significance 
of this balance in the financial statements, the 
valuation of these listed investments were identified 
as a key audit matter in our audit of the current year 
financial statements.  
 

• Obtained confirmation of the Exchange Traded 
Fund’s holdings at year-end from the 
independent custodian of the investments;  

• Independently agreed the closing prices of 
investments to external data, to test accuracy of 
investments;  

• Tested accuracy of the translation of foreign 
currency investments to assess whether the 
translation was in compliance with IAS 21 Effects 
of Changes in Foreign Exchange Rates; and 

• Assessed the disclosures for compliance with the 
requirements of IFRS 7 Financial Instruments: 
Disclosures. 

  
The above procedures were performed with no 
significant issues identified. We consider the related 
disclosure in note 1 to be appropriate.  
 

  
Other Information 
 
The Manager is responsible for the other information. The other information comprises the information 
included in the document titled “CoreShares Preference Share Exchange Traded Fund (Coreshares Index 
Tracker Collective Investment Scheme) Financial Statements for the year ended 31 December 2019,” 
which includes the Trustee’s and the Manager’s reports, as required by the CoreShares Index Tracker 
Collective Investments Schemes Deed and the Collective Investment Schemes Control Act 45 of 2002 
of South Africa. The other information does not include the separate financial statements and our 
auditor’s report thereon. 
 
Our opinion on the separate financial statements does not cover the other information and we do not 
express an audit opinion or any form of assurance conclusion thereon.  
 
In connection with our audit of the separate financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the 
separate financial statements or our knowledge 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.  
 
Responsibilities of the Manager for the Financial Statements 
 
CoreShares Index Tracker Managers (RF) Proprietary Limited (“The Manager”) is responsible for the 
preparation and fair presentation of the separate financial statements in accordance with International 
Financial Reporting Standards and the Collective Investment Schemes Control Act 45 of 2002 of South 
Africa, the CoreShares Index Tracker Collective Investments Schemes Deed, and for such internal 
control as the Manager determines is necessary to enable the preparation of separate financial 
statements that are free from material misstatement, whether due to fraud or error.  
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INDEPENDENT AUDITOR’S REPORT (continued) 
TO THE SECURITY INVESTORS OF CORESHARES PREFERENCE SHARE EXCHANGE TRADED 
FUND (CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME) 
 
In preparing the separate financial statements, the Manager is responsible for assessing the Exchange 
Traded Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless the Manager either intends to liquidate 
the Exchange Traded Fund or to cease operations, or have no realistic alternative but to do so.  
 
Auditor’s Responsibilities for the Audit of the Separate Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the separate financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these financial statements.  
 
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain 
professional scepticism throughout the audit. We also:  
 Identify and assess the risks of material misstatement of the separate financial statements, whether 

due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control;  

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

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Manager;  

 Conclude on the appropriateness of the Manager’s use of the going concern basis of accounting and 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Exchange Traded Fund’s ability to continue as a 
going concern. If we conclude that a material uncertainty exists, we are required to draw attention 
in our auditor’s report to the related disclosures in the financial statements or, if such disclosures 
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained 
up to the date of our auditor’s report. However, future events or conditions may cause the Exchange 
Traded Fund to cease to continue as a going concern; and 

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

We communicate with the Manager regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we 
identify during our audit.  
 
We also provide the Manager 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 safeguards.  
 
From the matters communicated with the Manager, we determine those matters that were of most 
significance in the audit of the separate 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.  
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INDEPENDENT AUDITOR’S REPORT (continued) 
TO THE SECURITY INVESTORS OF CORESHARES PREFERENCE SHARE EXCHANGE TRADED 
FUND (CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME) 
 
Report on Other Legal and Regulatory Requirements 
 
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, 
we report that Deloitte & Touche has been the auditor of CoreShares Preference Share Exchange Traded 
Fund (CoreShares Index Tracker Collective Investment Scheme) for 6 years.  
 
 

 
 
Deloitte & Touche  
Registered Auditor 
Per: Dinesh Munu CA (SA), RA 
Partner 
3 April 2020 
 
 



CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2019

Notes 2019 2018

R R

 Dividend income 30,504,726 27,401,230
 Interest income 253,110 256,350

 Income adjustments on creation and liquidation of units 965,092 -

Total income 31,722,928 27,657,580

Management and administration expenses 3 (2,036,899) (1,490,277)

Income before distributions 29,686,029 26,167,303

Distributions 4 (28,895,836) (28,602,544)

Income/(loss) after distributions 790,193 (2,435,241)

 Net fair value gains on financial instruments at fair value through 

profit or loss 21,073,263 12,502,314
Change in net assets attributable to investors 21,863,456 10,067,073
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

STATEMENT OF FINANCIAL POSITION

As at 31 December 2019

Notes 2019 2018

R R

ASSETS

Listed investments held at fair value through profit or loss 1 355,023,763 249,765,075

Accrued income and other receivables 16,969 9,521

Cash and cash equivalents 4,173,327 3,208,794

TOTAL ASSETS 359,214,059 252,983,390

LIABILITIES

Net assets attributable to investors 358,955,741 252,821,533

Accrued expenses and other payables 258,318 161,857

TOTAL LIABILITIES 359,214,059 252,983,390
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO INVESTORS

For the year ended 31 December 2019

Accumulated

Capital profit Total

R R R

 Balance at 31 December 2017 329,346,707 4,430,224 333,776,931

Creation of units 5,496,319 - 5,496,319

Liquidation of units (96,518,790) - (96,518,790)

Change in net assets attributable to investors 12,502,314 (2,435,241) 10,067,073

 Balance at 31 December 2018 250,826,550 1,994,983 252,821,533

Creation of units 84,270,752 - 84,270,752

 Change in net assets attributable to investors 21,073,263 790,193 21,863,456

 Capital rectification (719,463) 719,463 -

 Balance at 31 December 2019 355,451,102 3,504,639 358,955,741
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

STATEMENT OF CASH FLOWS

For the year ended 31 December 2019

2019 2018

R R

Change in net assets attributable to investors 21,863,456 10,067,073

Adjusted for:

- Dividend income (30,504,726) (27,401,230)

- Cancellation of suspended shares - (1,021,252)

- Interest income (253,110) (256,350)

- Distributions 28,895,836 28,602,544

- Net fair value gains on financial instruments at fair value 

through profit or loss (21,073,263) (12,502,314)

- Income adjustments on creation and liquidation of units (965,092) -

Changes in other assets and liabilities

- Decrease in other receivables - 12,334

- Increase/(decrease) in accrued expenses and other payables 96,461 (8,341)

Cash utilised in operations (1,940,438) (2,507,536)

Dividend received 30,514,246 27,401,230

Interest received 236,141 256,350

Distributions paid (28,895,836) (28,602,544)

(85,887) (3,452,500)

CASH FLOWS FROM INVESTING ACTIVITIES

Net (purchases)/sales of investments (84,185,424) 92,360,525

Net cash (outflow)/inflow from investing activities (84,185,424) 92,360,525

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions received for new units created 85,235,844 5,586,139

Contributions repaid for units liquidated - (97,429,792)

Net cash inflow/(outflow) from financing activities 85,235,844 (91,843,653)

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 964,533 (2,935,628)

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 3,208,794 6,144,422

CASH AND CASH EQUIVALENTS AT END OF THE YEAR 4,173,327 3,208,794

CASH FLOWS FROM OPERATING ACTIVITIES

Net cash outflow from operating activities
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

ACCOUNTING POLICIES

For the year ended 31 December 2019

1. Basis of Preparation

2. Functional and reporting currency

3. Use of estimates and judgements

4. Financial Instruments

Due to the nature of its operations the Fund is not managed or internally structured for management reporting

purposes on a segmented basis and as a result no segmental information has been provided.

The CoreShares Preference Share Exchange Traded Fund ("the Fund"), part of the CoreShares Index Tracker

Collective Investment Scheme ("the Scheme") financial statements are prepared on a historic cost basis, except for

certain financial instruments, which are accounted for at fair value.

The financial statements are prepared in accordance with and contain the information required by International

Financial Reporting Standards (“IFRS’’), its interpretations adopted by the International Accounting Standards

Board (“IASB”), the South African Institute of Chartered Accountants Financial Reporting Guides as issued by the

Accounting Practices Committee and Financial Reporting Pronouncements as issued by the Financial Reporting

Standards Council, the Johannesburg Stock Exchange ("JSE") listings requirements, the requirements of the Scheme

Deed and the Collective Investment Schemes Control Act, 45 of 2002 ("the Act").

At the date of approval of the annual financial statements, the following new standards and amendments that apply

to the Fund were in issue but not yet effective:

The financial statements have been prepared consistently based on the following principal accounting policies which

are consistent with those applied in the previous period:

(a) Standards and amendments to existing standards effective 1 January 2019

(b) New standards, amendments and interpretations effective after 1 January 2019 and have not been early

adopted

There are no standards, amendments to standards or interpretations that are effective for annual periods beginning

on 1 January 2019 that have a material effect on the financial statements of the Fund.

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning

after 1 January 2019, and have not been early adopted in preparing these financial statements. None of these are

expected to have a material effect on the financial statements of the Fund.

The investment objective of the Fund is to replicate, as far as reasonably possible, the price and yield performance

of the J251 Index. The J251 Index is the FTSE/JSE South African Preference Share Index ("the Index"). CoreShares

Index Tracker Managers (RF) Proprietary Limited ("the Manager") acts as the manager of the Fund.

The annual financial statements are presented in South African Rands which is the functional currency of the Fund.

The preparation of annual financial statements in conformity with IFRS requires the use of certain critical estimates,

judgements and assumptions that affect the reported amounts. It also requires management to exercise its judgement

in the Fund’s process of applying the accounting policies. Actual results may vary from these estimates. There are no 

areas involving a higher degree of judgement complexities or areas where assumptions or estimates are significant.

Financial assets and financial liabilities are recognised in the Fund’s statement of financial position when the Fund

becomes party to the contractual provisions of the instrument. Financial assets and financial liabilities are measured

at fair value on initial recognition.
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

ACCOUNTING POLICIES

For the year ended 31 December 2019

4. Financial Instruments (continued)

Financial assets 

Financial assets at amortised cost

Financial assets at FVTPL 

Investments

Receivables 

Cash and cash equivalents

Transaction costs that are directly attributable 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 (“FVTPL”)) are added to or

deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at FVTPL are

recognised immediately in profit or loss.

All financial assets are recognised on the trade date, and are initially measured at fair value, plus transaction costs,

except for those financial assets classified as at FVTPL. 

Financial assets are classified and measured at amortised cost if:

• these assets are held to collect contractual cash flows; and

• the asset’s contractual cash flows represent solely payments of principal and interest ("SPPI”).

Financial assets included within this category are initially recognized at fair value and are subsequently measured at

amortised cost using the effective interest method.

Financial assets classified and measured at FVTPL are: 

• assets with contractual cash flows that are not SPPI; or

• assets that are held in a business model other than to collect contractual cash flows or to collect and sell.

The financial assets have been classified into the following categories:

Listed investments are held at FVTPL. Fair value is determined with reference to quoted market prices at the

reporting date, as published in the financial press at the reporting date. The investments are measured at fair value,

with any gains/losses arising on subsequent measurement recognised in profit or loss. 

Dividend income earned on these instruments are recorded separately in the statement of comprehensive income.

Receivables comprise of accrued income and other receivables. The receivable balance recognised represents the

fair value at initial recognition. The objective of the Fund is to “hold to collect” contractual cash flows, and these

receivables are subsequently measured at amortised cost using the effective interest method.

The objective of the Fund is to “hold to collect” contractual cash flows. The principal amount represents the fair

value of the cash balance at initial recognition. Cash and cash equivalents are subsequently measured at amortised

cost, using the effective interest method. Cash and cash equivalents consists of current and call accounts.
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CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

ACCOUNTING POLICIES

For the year ended 31 December 2019

4. Financial Instruments (continued)

Impairment of financial assets

Derecognition of financial assets 

Financial liabilities

Financial liabilities at FVTPL 

Derecognition of financial liabilities 

Other financial liabilities 

A financial asset (or, where applicable, a part of a financial asset or a part of a group of similar financial assets) is

derecognised where the rights to receive cash flows from the asset have expired, or the Fund has transferred its

rights to receive cash flows from the asset, or has assumed an obligation to pay the received cash flows in full

without material delay to a third party under a pass-through arrangement and the Fund has:

(a) Transferred substantially all of the risks and rewards of the asset, or:

(b) Neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of

the asset.

When the Fund has transferred its right to receive cash flows from an asset (or has entered into a pass-through

arrangement), and has neither transferred nor retained substantially all of the risks and rewards of the asset nor

transferred control of the asset, the asset is recognised to the extent of the Fund’s continuing involvement in the

asset. In that case, the Fund also recognises an associated liability. The transferred asset and the associated liability

are measured on a basis that reflects the rights and obligations that the Fund has retained.

The Fund derecognises a financial liability when the obligation under the liability is discharged, cancelled or

expired.

Financial liabilities arising from securities issued by the Fund are carried at amortised cost, representing the

investor’s right to a residual interest in the Fund’s net assets, i.e. the net asset value of the Fund. Changes in the fair

value are included in profit or loss in the period in which the change arises. 

Other financial liabilities, including accrued expenses and other payables by the Fund, are initially measured at fair

value, net of transaction costs. Other financial liabilities are subsequently measured at amortised cost using the

effective interest method.

The Fund holds short term receivables with no financing component, which have maturities of less than 3 months at

amortised cost. The Fund has adopted a simplified approach for expected credit losses ("ECL") under IFRS 9

Financial Instruments ("IFRS 9"). 

The Fund uses the provision matrix as a practical expedient to measuring ECLs on receivables, based on days past

due for receivables with similar loss patterns. The provision matrix is based on historical observed loss rates over

the expected life of the receivables and is adjusted for forward-looking estimates.

Financial liabilities are classified as either ‘financial liabilities at FVTPL’ or ‘other financial liabilities’. 

Financial liabilities are classified as at FVTPL when the financial liability is designated as such at initial recognition. 
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ACCOUNTING POLICIES

For the year ended 31 December 2019

4. Financial Instruments (continued)

Offsetting financial instruments

Fair value measurement

5. Income

Dividend income

Interest income

Net fair value gains or losses on financial instruments at FVTPL  

6. Income tax

7. Management and administration expenses

Net fair value gains or losses on financial instruments at FVTPL includes all realised and unrealised fair value

changes on financial instruments at FVTPL.

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when

there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis

or realise the asset and settle the liability simultaneously. The legally enforceable right must not be contingent on

future events and must be enforceable in the normal course of business and in the event of default, insolvency or

bankruptcy of the company or the counterparty.

The Fund measures its investments in financial instruments, such as equity instruments, at fair value at each

reporting date.

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. The fair value measurement is based on the presumption that

the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or

liability or, in the absence of a principal market, in the most advantageous market for the asset or liability. The

principal or the most advantageous market must be accessible to the Fund. The fair value of an asset or a liability is

measured using the assumptions that market participants would use when pricing the asset or liability, assuming that

market participants act in their economic best interest. 

The fair value for financial instruments traded in active markets at the reporting date is based on their quoted price,

without any deduction for transaction costs.

For assets and liabilities that are measured at fair value on a recurring basis, the Fund identifies transfers between

levels in the hierarchy by re-assessing the categorisation (based on the lowest level input that is significant to the fair

value measurement as a whole), and deems transfers to have occurred at the beginning of each reporting period.

Income comprises dividend income, interest income and net fair value gains or losses on financial instruments at

FVTPL.

Interest income is recognised in profit or loss, using the effective interest method taking into account the expected

timing and amount of cash flows.

Under the current system of taxation in South Africa, the Fund is exempt from paying tax on income if distributed

within twelve months and exempt from paying tax on capital gains. Both income and capital gains are taxed in the

hands of investors and is therefore disregarded.

Expenses are recognised in profit or loss on the accrual basis.

Dividend income in the form of cash is recognised when the right to receive payment is established. Dividend

income is presented net of withholding taxes.
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8. Distributions

9. Creations and liquidations

10. Redeemable securities' net asset value

11. Net assets attributable to investors

12. Change in net assets attributable to investors

Investors can acquire the Fund's securities by trading on the JSE. These purchases will be made at the current market

price of the securities plus a brokerage fee that is negotiable with the broker and any additional transaction costs

applicable to such a trade. 

Investors can also acquire the Fund's securities by subscribing for them directly from the Fund. The cash

subscription price and number of the Fund's securities to be issued to an investor for cash will be determined by the

amount which the investor invests (net of transaction costs) and will be a function of the pro rata cost to the portfolio

of acquiring the underlying basket of securities.

Investors may sell securities by trading on the JSE, at the current market price quoted on the JSE. Investors may also

redeem securities directly with the Fund.

Securities prices are determined by reference to the net assets of the Fund divided by the number of securities in

issue. For unit pricing purposes, net assets are determined using the last reported trade price for securities. These

prices may differ from the market price quoted on the JSE.

All redeemable securities issued by the Fund provide investors with the right to require redemption for cash or in

specie at the value proportionate to the investors’ share. Such instruments give rise to a financial liability for the net

asset value of the redemption amount in the Fund’s net assets at redemption date. In accordance with the Fund's

Supplemental Deed and the Act, the Fund is contractually obliged to redeem securities at the net asset value. 

Securities are redeemable at the security investor’s option and are therefore classified as financial liabilities. The

securities may be sold back to the Fund at any time. The carrying value of redeemable securities is measured at the

redemption amount that is payable (in cash and securities representing each investor’s equal, undivided and vested

interest in the assets as a whole, subject to liabilities, as defined by the Fund's Supplemental Deed) at the reporting

date if investors exercise their right to put the securities back to the Fund.

Income not yet distributed is included in net assets attributable to investors.

Distributions payable on redeemable securities are recognised in profit or loss as distributions.

In accordance with the Fund's Supplemental Deed, the Fund distributes its distributable income and any other

amounts determined by the Manager, to security investors in cash. The distributions are payable shortly after the

end of each quarter and recognised in profit or loss as distributions.

The distributions paid is classified as an operating activity in the statement of cash flows since the Fund is obligated

to distribute all income in accordance with the Fund’s Deeds, and as such the Manager considers the distributions to

be part of the Fund’s operating activities and not financing activities.
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1.

2019

Name of preference share instrument Holdings  Cost 

 Market 

Value 

 Market 

Value 

R % R

ABSA SHARE 74,219 57,980,365 15.47 54,922,802

CAPITEC BANK HOLDINGS SHARE 12,366 1,115,970 0.38 1,360,260

DISCOVERY B SHARE 120,075 12,175,914 3.21 11,408,326

FIRSTRAND LTD 675,424 58,481,183 16.17 57,417,794

GRINDROD LTD CUM SHARE 111,069 9,061,742 2.46 8,718,916

INVESTEC LTD 231,860 19,771,487 5.65 20,062,846

INVESTEC LTD 1,879 173,066 0.05 175,123

INVESTEC NON RED 483,521 37,872,960 10.87 38,589,811

INVICTA HOLDINGS LTD SHARE 112,570 10,605,127 2.47 8,780,460

NEDBANK NON CUM 5,377,539 51,289,052 14.69 52,162,128

NETCARE CUM NON REDEEMABLE 97,561 8,080,268 2.14 7,609,758

PSF FINANCIAL SERVICES SHARE 261,400 20,736,549 6.11 21,683,130

SASFIN HOLDINGS LTD 26,975 2,077,627 0.59 2,112,143

STANDARD BANK GROUP LTD SHARE 795,233 69,610,852 19.72 70,020,266

359,032,162 100.00 355,023,763

2018

ABSA SHARE 54,950 43,835,133 15.73 39,289,250

AFRICAN PHOENIX INV LTD 150,276 5,110,037 2.08 5,186,025

CAPITEC BANK HOLDINGS SHARE 13,171 1,139,593 0.57 1,435,639

DISCOVERY B SHARE 88,901 9,278,358 3.13 7,823,288

FIRSTRAND LTD 500,069 43,690,723 16.34 40,805,630

GRINDROD LTD CUM SHARE 82,233 6,821,374 2.40 6,003,009

INVESTEC LTD 171,664 14,780,550 5.17 12,917,716

INVESTEC LTD 1,460 134,723 0.05 136,145

INVESTEC NON RED 357,988 28,478,921 9.89 24,697,592

INVICTA HOLDINGS LTD SHARE 83,344 8,041,999 2.75 6,880,047

NEDBANK NON CUM 3,981,413 38,188,564 13.95 34,837,364

NETCARE CUM NON REDEEMABLE 72,232 6,038,500 2.25 5,619,650

PSF FINANCIAL SERVICES SHARE 193,535 15,236,541 5.77 14,416,422

STANDARD BANK GROUP LTD SHARE 588,773 51,917,833 19.34 48,279,386

SASFIN HOLDINGS LTD 19,971 1,536,882 0.58 1,437,912

274,229,731 100.00 249,765,075

2019 2018

2. CREATION AND LIQUIDATION OF INCOME GENERATING UNITS

Opening balance 29,269,529 40,778,029

Units created during the year 9,403,121 650,000

Units liquidated during the year - (12,158,500)

Closing balance 38,672,650 29,269,529

LISTED INVESTMENTS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS

18



CORESHARES PREFERENCE SHARE EXCHANGE TRADED FUND

(CORESHARES INDEX TRACKER COLLECTIVE INVESTMENT SCHEME)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 31 December 2019

2019 2018

3. MANAGEMENT AND ADMINISTRATION EXPENSES R R

Income available for distribution is stated after charging:

Bank charges, trustee and custodian fees           (91,010)           (97,447)

Management and administration expenses      (1,945,889)      (1,392,830)

     (2,036,899)      (1,490,277)

4. DISTRIBUTIONS

Payment date

Cents 

per unit

Units in 

issue

22 January 2018 15 38,378,029                     -          5,619,457 

16 April 2018 17 32,997,529                     -          5,749,909 

16 July 2018 23 30,597,529                     -          7,119,730 

15 October 2018 35 28,619,529                     -        10,113,448 

21 January 2019 9 30,369,529        2,816,464                     -   

15 April 2019 16 36,142,650        5,829,898                     -   

15 July 2019 23 36,342,650        8,523,376                     -   

14 October 2019 32 37,142,650      11,726,098                     -   

28,895,836 28,602,544

5. RELATED PARTY TRANSACTIONS

The following related party transactions occurred during the year:

Manager - management and administration expenses        1,837,778        1,392,830 

Trustee - bank charges, trustee and custodian fees             91,010             97,447 

The following related party balances existed at the year end:

Manager - Accrued expenses and other payables           175,096           161,857 

6. FINANCIAL INSTRUMENTS

Financial risk management

The Manager of the Fund, and Societe General, the trustees, are considered to be related parties.

Outstanding balances will be settled in the ordinary course of business.

Distributions are made quarterly out of income. During the year the following distributions were paid.

The Fund has exposure to the following risks from its use of financial instruments:

- Credit risk;

- Liquidity risk;

- Investment and market risk;

- Secondary trading risk;

- Interest rate risk;

- Index risk; and

- Regulatory, economic and political risk

Exposure to the risks arise in the normal course of investment activities in listed index securities. The Fund’s

acceptance of risk is directly attributable to the risks associated with any investment in equities.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management (continued)

Credit risk 

Financial assets subject to IFRS 9’s impairment requirements

Financial assets not subject to IFRS 9’s impairment requirements 

The maximum exposure to credit risk at 31 December 2019 is the carrying amounts of the cash and cash equivalents

and accrued income and other receivables as presented on the face of the statement of financial position.

The Fund’s ability to replicate the price and yield performance of the Index will be affected by the costs and

expenses incurred by the Fund and by the liquidity of the constituent securities. Costs and expenses may result in the

Index not being replicated perfectly by the Fund. Any adverse cost implications may be countered through the

generation of securities lending revenue. In addition, the Manager may, where necessary or in the interest of

countering any adverse cost implications, use derivatives for investment purposes. Securities lending and derivative

transactions will only be used within the lending and investment limits stipulated in the Fund's Supplemental Deed

and the Act.

The Fund’s exposure to credit risk could be as a result of a counterparty to a transaction failing to meet its

contractual obligations.  This could arise primarily from the Fund’s investment and scrip lending activities.

In terms of the Act, the Manager may, subject to the requirements of Section 85, lend or offer to lend assets included

in a portfolio within the limits or on the conditions determined by the Fund's Supplemental Deed.

No security lending activities took place during the current year and prior year.

The Fund is not exposed to any credit risk on investments in equities. These classes of financial assets are not

subject to IFRS 9’s impairment requirements as they are measured at fair value through profit or loss. 

The Manager monitors compliance in terms of the Act, the Scheme Deed and the Fund Supplemental Deed

requirements and reports are submitted to the Financial Sector Conduct Authority on a monthly basis. Capital

adequacy requirements required by the Act are maintained by the Manager of the Fund.

Daily pricing of the Fund is publicly available.

The investment objective of the Fund is to replicate, as far as reasonably possible, the price and yield performance of 

the relevant Index by holding a portfolio of securities substantially equivalent to the basket of securities comprising

the Index in the same weighting as the Index. The Fund’s portfolio will be adjusted as determined by the ground

rules to conform to changes in the basket of securities comprising the Index so as to ensure that the composition and

weighting of the securities comprising the relevant portfolio at all times reflects, as closely as reasonably possible,

the composition and weighting of the securities comprising the Index.

The Fund’s only financial assets subject to the expected credit loss ("ECL") model per IFRS 9 are short-term

receivables. All receivables are expected to be received in three months or less. As only short-term receivables are

impacted by the IFRS 9 ECL requirements, the Fund has adopted the IFRS 9 simplified approach. The loss

allowance is determined based on lifetime ECLs. No receivables are considered impaired and no amounts have been

written off in the current or prior periods.

Cash is held with reputable banks with a specified credit risk rating and as such it is sufficient for there to be

negligible ECL on the cash and cash equivalents.  

The objectives for managing the risks associated with financial instruments held for investment purposes as well as a

brief description of the relevant risks and methods adopted, if any, to mitigate these risks are outlined in more detail

below. The Fund is regulated by the Act. In terms of the Act the Manager must appoint a Trustee. The assets

comprising the portfolio of the Fund are held under control of the Trustee as the custodian thereof.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

Liquidity risk 

Investment and market risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations towards investors and

creditors when they fall due.

The approach to managing liquidity risk is to ensure that the Fund would be able to pay suitable distributions to

investors on a quarterly basis.

The Fund could also be exposed to liquidity risk in cases where insufficient securities are available to effect the

necessary changes in Index constituents. The need to employ alternative investment techniques would only arise in

the event of a liquidity problem, for example, if it’s not possible to acquire certain securities comprising the Index

due to there being no sellers of such securities.

The participatory interests can be sold to the Manager, who is obliged by the Fund's Supplemental Deed to buy them

from the investor.

Liquidity risk is managed through the market making process, during which the Manager is obliged to buy units

from the investor should there be no willing buyers in the market.

The Fund's listed securities are considered readily realisable as they are listed on reputable stock exchanges.

Market makers will attempt to maintain a high degree of liquidity through continuously offering to buy and sell at

prices around the net asset value of the participatory interest, thereby ensuring tight buy and sell spreads. Under

normal circumstances and conditions, the investor will be able to buy or sell the Fund's securities from the market

makers.

Market risk exists where significant changes in equity prices will affect the value of the Fund’s financial instruments.

The investment mandates indicate that the Fund is passively managed and as a result the management of market risk

is not possible.

There is no guarantee that the Fund will achieve its investment objective of perfectly tracking the Index.

The value of the participatory interests and the distribution payable by the Fund will rise and fall as the capital

values of the underlying securities housed in the Fund and the income flowing therefrom fluctuate (which

fluctuations may be caused by events specific to the constituent entities) and as the expenses of the Fund rise and

fall. The Fund's participatory interests can accordingly have a value below the price paid by the investor.

Prospective investors should be prepared for the possibility that they may sustain a loss.

The contractual maturities of all accrued expenses and other payables and net assets attributable to investors are less

than 90 days.

As the Fund tracks an index, it is not exposed, other than the inherent concentration in that index itself, to any and do 

not actively manage investment concentration risk. The Fund keeps it cash balances at one institution for operating

simplicity reasons but these balances are never high and therefore concentration risk is not actively managed. The

Fund does not have any investors that owns more than 20% or its units and has a sufficiently large number of

investors that no concentration risk exists.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

Investment and market risk (continued)

Secondary trading risk

Index risk

Interest rate risk

Regulatory, economic and political risk

Fair value hierarchy

The performance of the Fund may be affected by changes in economic and market conditions, political

developments, changes in government policies, or changes in legal, exchange control, regulatory and tax

requirements.

There is no guarantee that a liquid secondary market in the Fund's participatory interests will develop. The Fund's

participatory interests may trade at a discount or premium to their underlying securities. There is no guarantee that

the Fund's participatory interests will remain listed on the JSE. Any termination of listing would be subject to the

JSE Listings Requirements.

There is no guarantee that the Index will continue to be calculated in the manner in which it is currently calculated.

The past performance of the Index is not necessarily an indication of the future performance.

Neither the Index licensor, nor the Manager or the Trustee:

- Guarantee the accuracy or completeness of the Index or any data included in the Index;

- Will bear any liability for any errors, omissions or interruptions in the Index;

- Warrant or make any representations as to the results to be obtained by the Fund's portfolio or any investor in the

Fund from the use of the Index or any data included in the Index;  or

- Warrant the ability of any portfolio to track any applicable Index.

Given that the Index was created as a measure of market performance and not for the purpose of trading in the

Fund's participatory interests, the Index may be adjusted by the Index licensor without regard to the interest of

holders of participatory interests, but solely with a view to the original purpose of the Index.

Level 2: inputs other than quoted prices in level 1 that are observable for the assets and liabilities, either directly (i.e

as prices) or indirectly (i.e derived from prices).

There is a risk that fluctuating interest rates will unfavourably affect the Fund's earnings (cash flow interest risk) or

the value of its assets and liabilities (cash flow valuation risk). The risk solely relates to interest earned from cash

held at the Fund's bank account.

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have

been identified as:

Level 3: inputs for the assets or liabilities that are based on observable market data (unobservable inputs).

Level 1: quoted prices (unadjusted) in an active market for identified assets and liabilities.

The Fund may not be able to perfectly replicate the performance of the Index because:

- The Fund is liable for certain costs and expenses not taken into account in the calculation of the Index;

- Certain Index constituents may become temporarily unavailable (for example, due to illiquidity, or a lack of trade,

in those securities);  or

- Other extraordinary circumstances may result in a deviation from precise Index weightings.
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6. FINANCIAL INSTRUMENTS (CONTINUED)

Fair value hierarchy (continued)

Financial Instruments Category Level 1 Level 2 Level 3

R R R

2019

Investment in listed equities Designated at fair value 355,023,763 - -

2018

Investment in listed equities Designated at fair value 249,765,075 - -

Sensitivity analysis

2019 2018

R R

Investments as reported 355,023,763 249,765,075

Increase in the Index 379,129,877 252,262,726

Decrease in the Index 330,917,649 247,267,424

7. SUBSEQUENT EVENTS

With effect from 1 March 2020 the Société Générale Custody and Trustee services business was sold and transferred

to Absa Bank Limited. Therefore, the Fund's custodian and trustee has changed from Société Générale to Absa

Limited after year-end. As at the date of signing the annual financial statements, the abovementioned change has not

had a negative impact on the Fund, and the Manager does not anticipate any future negative consequences.

All the Fund’s underlying investments are listed on reputable stock exchanges. The price of the Fund's security is

closely correlated to the movements in the Index. Any movement or adjustment in the Index, or the underlying

constituents of the Index, will have a directly proportional impact on the price of the Fund's security.

The following analysis reflects the sensitivity of the fair value of the Fund's investments to fluctuations in the Index

based on market values as at 31 December 2019. The analysis is based on the assumption Index will increase or

decrease by 6.79% (2018: 1.00%), which is the actual volatility experienced by the Fund over the last 12 months.

With all other variables held constant, the listed investment value will increase or decrease by:

The Manager is not aware of any matter or circumstance arising since the end of the financial year that has a material 

impact on the annual financial statements.

The Manager considers the carrying value of the Fund’s financial assets and liabilities at amortised cost to be a

reasonable approximation of fair value.

The Manager considers the risk variable as a reasonable possible change in the market based on the current market

economic environment. The Fund is required to replicate, as far as reasonably possible, the price and yield

performance of the relevant Index.

On 10 March the World Health Organization (WHO) declared the Corona virus (COVID-19) a global pandemic.

The first case was reported in South Africa on 5 March 2020. On 15 March 2020 President Cyril Ramaphosa

declared a national state of disaster, and a 21-day national lockdown was announced on 23 March 2020. CoreShares

remains operational during this time. COVID-19 has and is causing significant disruption to capital markets. South

Africa was also downgraded to sub-investment grade by Moody’s on 27 March 2020. These macro events have had

an adverse impact on the assets under management of the Fund.   

There are no financial instruments classified within level 3. There were no transfers between level 1 and level 2

during the financial year.

23


