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KPMG

P.0O. Box 493

Century Yard, Cricket Square
Grand Cayman KY1-1106
Cayman Islands

Telephone +1 345 949 4800
Fax +1 345 549 7164
Intemnet  www. kpmg.ky

Independent Auditors’ Report {o the Trustee

Opinion

We have audited the financial staiements of Short-Term High Yield Corporate Bond Fund 2013~
09 Monthly Dividend Type (liguidated], Short-Term High Yield Corporate Bond Fund 201308
JPY-Denominated JPY Appreciation Hedged and Depreciation Followed Type (liquidated),
Shert-Term High Yield Corporate Bond Fund 2013-09 Nikkei Stock Average Appreciation
Followed Type (liquidated}, Short-Term High Yield Corporate Bond Fund 2013-08 JPY-
Denominated JPY Depreciation Followed and Nikkei Stock Average Appreciation Followed
Type {liquidated), (collectively the *Kokusai Sub-Trusts™), Sub-Trusts of Kokusai— MUGC Trust,
which comprise the statement of net assets as at September 28, 2018, the statements of
operations and changes in net assets for the period from December 1, 2017 to September 28,
2018 and notes, comprising significant accounting policies and other explanatory information.

tn ot opinion, the accompanying financial statements present fairly, in ali material respects,
the financiat position of the Kokusai Sub-Trusts as at September 28, 2018, and their financial
performance for the period from December 1, 2017 to September 28, 2018 in accordance with
generally accepted accounting principles in Luxembourg applicable to investment funds.

Basis for Qpinion

We conducted our audit in accordance with International Standards on Auditing (!ISAs™). Qur
responsibilities under those standards are further described in the “Audifors’ Responsibifiies
for the Audit of the Financial Statements” section of our report. We are independent of the
Kokusai Sub-Trusts in accordance with International Ethics Standards Board for Accountants
Code of Ethics for Professicnal Accountants (‘lESBA Code") together with the ethicat
requirements that are relevent {o our audit of the financial statements in the Cayman Islands,
and we have fuffilled our other ethical responsibilities in accordance with these requirements
and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide & basis for our opinion.

Emphasis of Matter

We draw attention fo Note 3 of the financial siatements, which describes that the geing
cencern basis of preparing financial staternents has not been used for the Kokusai Sub-Trusts
due to the fact that the Kokusai Sub-Trusts terminated on September 28, 2018. Our opinien
is not medified in respect of this matter.

KPHiG, a Caymen islands parinership and & member firn of the KPMG
nelwerk of indiependent mamber firms affiated with KPME Intemational
Cooperative "KPMG Intermational”), & Swiss antity.

Document classification: KPMG Confidential



Independent Auditors’ Report to the Trustee {continued}
Qther Mafter

The Kokusai Sub-Trusts may fransiate these financial statements and our auditors’ report from
English to Japanese. We have not been engaged fo perform any procedures over the
translation. in the event of any inconsistencies between the English and the Japanese versions
of the finarciai statements and our auditors’ repart, the English version shall prevail,

Responsibilities of Management and Those Charged with Governance for the Financial
Stetements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with generally accepted accounting principles in Luxembourg
applicable to investment funds, and for such internal control as management determines is
necessary o enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

in preparing the financial statements, management is responsible for assessing the Kokusai
Sub-Trusts’ ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concemn basis of accounting unless management either
intends to liquidate the Kokusai Sub-Trusts or to cease operations, ar has ne realistic alternative
but to do so.

Those charged with governance are responsibie for oversesing the Kokusai Sub-Trusls’
financial reporting process.

Auditors’ Responsibiiities for the Audit of the Financial Statements

Qur abjectives are to obtain reasonzble assurance about whether the financial statements as
a whole are free from material misstaterneant, whether due to fraud or error, and 1o issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not & guarantes that an audit conducted in acoordance with ISAs wilt always detest a
material misstaternent when it exists. Misstatermnents can arise from fraud or error and are
considered material if, individually or in the aggregaie, 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 15As, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perfonm audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide 2 basis for our opinicn.
The risk of not detecting a material misstatement resuiting from fraud is higher than for one
resulting from error, as fraud may involve callusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

+ Obtain an understanding of internal conirol relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpoese of expressing
an apinion on the effectiveness of ihe Kokusai Sub-Trusts intermal control,



Independent Auditors’ Report {o the Trustee {continued)

» Evaluated the appropriateness of accounting poficies used and the reasonableness of
accounting estimates and related disvlosures made by management.

« Conciude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether & material uncertainty
exists related 10 events or conditions that may cast significant doubt on the Kokusai Sub-
Trusts ability to continue as & going concern. If we conclude that & material uncertainty
exists, we are required to draw attention in our auditors’ report (o the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the audit evidence oblained up to the date of cur auditors’ report.

+ Evatuate the overall presentation, siructure and content of the financial statementis,
including the disclosures, and whether the financial stalements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

RS

November 23, 2018
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