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SIX Cricket Square

Grand Cayman KY1-1108
Cayman Islands

Telephone -+1 345 849 4800
Fax 113459497164
Internet www . kpmg.ky

Independent Auditors’ Report fo the Trustee

Opinion

We have audited the financial staterments of Short-Term High Yield Corporate Bond Fund 2014~
09, (the "Sub-Trust’), Sub-Trust of Kokusai ~ MUGC Master Trust, which comprise the
statement of net assets and statement of investments and other net assets as at November 30,

2018, the statements of operations and changes in net assets for the year then ended and notes,
comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Sub-Trust as at November 30, 2018, and its financial performance for
the year then ended in accordance with generally accepied accounting principles in Luxembaourg
applicable to investment funds.

Basis for Opinion

We conducted our audit in accordance with internationa! Standards on Auditing (*ISAs™). Our
responsibiliiies under those standards are further described in the “Auditors’ Responsibilities for
the Audit of the Financial Statements” section of our report. We are independent of the Sub-
Trust in accordance with International Ethics Standards Board for Accountants Code of Ethics
for Professional Accountants ("IESBA Code™) together with the ethical requirements that are
relevant to our audit of the financial statements in the Cayman Islands, and we have fulfilled our
other ethical responsibilities in accordance with these requiremenis and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Emphasis of Matter

We draw attention to Note 3 of the financial statements, which describes that the going concern
basis of preparing financial staitements has not been used for the Sub-Trust due to its expected
termination within the next 12 months. Cur opinion is noi modified in respect of this matter.

Other Matter

The Sub-Trust may translate these financial statements and our auditors’ report from English to
Japanese. We have not been engaged to perform any procedures over the translation. In the
event af any inconsistencies between the English and the Japanese versions of the financial
statements and our auditors’ report, the English version shall prevail.

KPMG, & Cayman Isiznds parinership and a member firm of the KPMG
network of independent member firms affiiated with KPMG Intemationa!
Cooperative ("KPMG Intemational™, a Swiss entity.

Document ¢ ification: KPMG Cor i




Independent Auditors’ Report to the Trustee {continued)

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with generally accepted accounting principles in Luxembaourg
applicable to investment funds, and for such internal control as management determines
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, management is respansible for assessing the Sub-
Trust's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting uniess management either intends to
liquidate the Sub-Trust or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Sub-Trust's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial stalements as a
whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’' report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or errer 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 professional skepticism throughcut the audit. We also:

o 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 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.

s 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 Sub-Trust's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



Independent Auditors' Report to the Trustee (continued)

e Conclude eon the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditicns that may cast significant doubt on the Sub-Trust's ability
to continue as a going concern. i we conclude that a material uncertainty exists, we
are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Cur
conclusions are based on the audit evidence oblained up te the date of cur auditors’
report.

o Evaluate the overall presentafion, 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.

We communicate with those charged with governance regaiding, ameng 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.

P

April 26, 2019
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TALN TN
2$¥§?EO§R$EGE? gégéiABSB?g/éoﬁgRCAp GLOBAL s e 350,000  344,531.77 350, 259. 00 1.31%
344,531.77  350,259.00  1.31%
FZK
$F¥Q g?ﬁ?géggggICAL FINANCE NETHERLANDS TTT BV w1 1,500,000 1,462,216.00 1,478,759.99  5.52%
1,462,216.00 1,478,759.99  5.52%
SEY X
{gﬁ?gﬁzg?gD ROVER AUTOMOTIVE PLC 4. 125% ¥R 1,285,000 1,290,893.65 1,284,961.47  4.80%
1,290,893.65 1,284, 961.47 4. 80%
T XY B A
ALLY FINANCIAL INC 8% 12/31/2018 PV 1,200,000 1,285,925.00 1,204,644.01  4.50%
ANTXTER INC 5. 625% 05/01/2019 K kL 500,000  532,467.50  507,500.00 1.89%
CENTURYLINK INC 6. 15% 09/15/2019 PV 1,400,000 1,445,437.00 1,423,393.97  5.31%
CSC HOLDINGS LLC 8.625% 02/15/2019 PV 1,400,000 1,535,384.83 1,415,217.97 5. 28%
DELL INC 5.875% 06/15/2019 Py 1,395,000 1,437,710.00 1,408,587.29 5. 26%
DISH DBS CORP 7.875% 09/01/2019 PV 1,400,000 1,526,021.50 1,436,554.00 5. 36%
FRONTTER COMMUNTCATIONS CORP 7. 125% 03/15/2019 3% /L 600,000  610,350.00  598,242.00 2.23%
ISTAR INC 5% 07/01/2019 K R 1,168,000 1,173,043.06 1,169,214.68 4. 37%
LENNAR CORP 4. 125% 12/01/2018 PV 1,550,000 1,568,028.75 1,548,356.96 5. 78%
MGM RESORTS INTERNATTONAL 8.625% 02/01/2019 K KL 1,385,000 1,469,815.50 1,398,282.14  5.22%
ggkp?§E§§;6i955ﬁ5§%1§P / NGL ENERGY FINANCE g 1o 1,543,000 1,566,628.76 1,544,188.16 5. 77%
RADTAN GROUP INC 5. 5% 06/01/2019 Py 1,400,000 1,454,065.00 1,407,001.87  5.26%
ROCKIES EXPRESS PIPELINE LLC 6% 01/15/2019 3 /L 1,450,000 1,487,313.50 1,453,755.54 5.43%
SAFEWAY INC 5% 08/15/2019 KR 1,475,000 1,484,355.50 1,477,374.80  5.52%
TENET HEALTHCARE CORP 5.5% 03/01/2019 KR 1,510,000 1,543,137.50 1,517,232.84  5.67%
YUM! BRANDS INC 5. 3% 09/15/2019 KR 1,185,000 1,205,704.05 1,195, 582.02 4. A46%
21,325, 387. 45 20,705,128.25  77.31%
BEaMI%ast 24,423,028.87 23,819,108.71  88.94%
TS 865, 512. 32 3. 23%
DDA FE 2,097, 116. 32 7. 83%
A T4 26,781,737.35  100. 00%
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