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Description
APS Funds SICAV p.l.c. (the "Company") is a company organised as a multi-fund
investment company with variable share capital pursuant to the Companies Act
[Cap. 386 of the Laws of Malta] registered on the 24 January 2008. The Company
consists of one fund, the APS Income Fund. The Company is licensed by the Malta
Financial
Services
Authority
as
a
Collective
Investment
Scheme
under
the
Investment Services Act 1994 [Cap. 370 of the Laws of Malta]. The APS Income
Fund is listed on the Malta Stock Exchange. The Company has no employees.
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Investment Manager’s Report
Maltese Market Review
For the period under review the MSE index decreased by 3.12% The main losers were BOV, HSBC and
GO. On 30 June BOV closed at its lowest level since the beginning of the year. Gainers included MSI,
SFC and Maltapost.
BOV reported much-improved financial results for the six months ending 31 March. The shares rallied
but then reverted to their pre-results price soon after. In the following weeks the shares fell further and
touched their lowest levels for 2010 on 30 June.
RS2 published their full-year figures for 2009. The profit was significantly lower than 2008.
MSI published an upbeat trading update in May outlining the return to profitability of its core units ex
Progress SPA. The market reacted positively to this news with the share price going higher to Eur 1.
Island Hotels reported a loss of EUR 2 million for the six months to April 2010. It attributed the loss to
the new utility tariffs and to seasonality effects relating to the company’s financial reporting periods.

International Market Review
In late April and May the Euro came under pressure due to the crisis in Greece. The situation brought a
widening of spreads between the core European government bonds and southern European Euro Zone
members, particularly Greece, Spain and Portugal. The contagion also threatened Italy and Ireland.
Drastic intervention by the ECB and the EU in conjunction with the IMF to produce a massive aid
package for Greece helped to stabilise the situation. To date, the markets remain wary of a default of
one or more of these countries in the immediate future. In recent days, several governments in Europe
have announced significant spending cuts to reduce deficits.
Malta has not been affected by these problems on account of the fact that all listed Maltese debt is
owned by residents. However, spreads for MGS also widened slightly during the start of the crisis. The
problems abroad seem to have given the local market a kind of safe haven status in the eyes of the
Maltese investors. In the first half of the year several Maltese companies and the Government have
successfully launched several bond issues, all of which have been heavily oversubscribed.
In the light of the deteriorating economic scenario in the Euro Zone, the prospect of rising yields for the
Euro has been pushed back at least towards end 2011 at the earliest. In the light of these developments,
the Fund has invested in slightly longer dated bonds.

APS Income Fund
Investment Objective
The investment objective of the Fund is to endeavour to maximise the total level of return for investors,
minimising the volatility of the portfolio, whilst having regard to attaining a desirable level of liquidity,
through investment, principally, in Maltese debt securities and in the Maltese equity securities. To a
limited extent, the Fund may also invest in international debt and equity securities.

APS Funds SICAV p.l.c.

2010 Interim Report and Unaudited Financial Statements

Fund Performance
Accumulator Class of Shares
During the period from 31 December 2009 to 30 June 2010, the quoted share price of the APS Income
Fund accumulator class of shares increased by 3.16% from €106.44 to €109.808
Distributor Class of Shares
During the period from 31 December 2009 to 30 June 2010, the quoted share price of the APS Income
Fund distributor class of shares increased by 1.10% from €101.554 to €102.6759.

Dividend Distribution
The dividend declared in respect of the distributor class of shares for the period ended 30 June 2010 is
listed under note 5 on page 15.

Some of the opinions expressed herein are of a forward-looking nature and should not be interpreted as investment
advice.
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NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
1.

CORPORATE INFORMATION
APS Funds SICAV p.l.c. (“the Company”) is an open-ended investment company and was
incorporated as a public company with limited liability in Malta on 24 January 2008. The
Company consists of one Fund, the APS Income Fund (“the Fund”), licensed by the Malta
Financial Services Authority as a Collective Investment Scheme under the Investment Services
Act, 1994 [Cap. 370 of the Laws of Malta] . The Fund was launched on 22 April 2008.
The shares of the Fund are listed on the Official List of the Malta Stock Exchange.

2.

BASIS OF PREPARATION
These unaudited condensed financial statements have been prepared in accordance with
International Accounting Standard (“IAS”) 34 ‘Interim Financial Reporting as adopted for use
in the European Union and are consistent with the accounting policies used in the preparation
of the 2009 audited financial statements. They have also been prepared in accordance with the
requirements of the Malta Financial Services Authority’s Investment Services Rules for Retail
Collective Investment Schemes. These unaudited financial statements have been prepared
under the historical cost convention, as modified by the revaluation of financial assets and
financial liabilities held at fair value through profit or loss.
In line with International Financial Reporting Standards, the Company presented assets and
liabilities in order of their liquidity, since this presentation is reliable and more relevant to this
Company. This presentation is also in line with the terms of Section 3(3) of the Third Schedule
of the Companies Act, (Cap. 386 of the Laws of Malta).
Financial assets at fair value through profit or loss are intended to be held for an indefinite
period of time and may be sold in response to needs for liquidity or in accordance to the
Investment Manager’s recommendations. All other assets and liabilities are expected to be
realised within one year.
The Company maintains an account for the Fund’s portfolio, to which proceeds are credited,
and against which expenses are charged. All references to net assets throughout this document
refer to net assets attributable to shareholders.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Income recognition
All distributions from financial assets included in the Statement of Comprehensive Income are
recognised on the date on which the stock is quoted ex-dividend up to the Company’s interim
date. Interest income from financial assets not classified as fair value through profit or loss is
recognised using the effective interest method.
Other gains or losses, including interest income, arising from changes in the fair value of the
financial assets at fair value through profit or loss category are presented in the Statement of
Comprehensive Income within ‘ Net gain on financial assets at fair value through profit or
loss’ in the year in which they arise
Expenses
Expenses are accounted for on an accrual basis and are expensed as incurred.
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Foreign exchange translation
The Company’s and the Fund’s functional currency is the Euro which is the currency of the

primary economic environment in which it operates. The Fund’s performance is evaluated
and its liquidity is managed in Euros. Therefore the Euro is considered as the currency that
most faithfully represents the economic effects of the underlying transactions, events and
conditions.
Transactions carried out in currencies other than the functional currency, are translated at
exchange rates ruling at the transaction dates. Assets and liabilities designated in currencies
other than the functional currency are translated into the functional currency at exchange rates
ruling at the Company’s interim date. All resulting differences are taken to the Statement of
Comprehensive Income.
Distribution policy
In the absence of unforeseen circumstances, subject to the availability of distributable profits
and in the absence of exceptional market conditions, the Directors expect to distribute to
shareholders, on a bi-annual basis and after the deduction of expenses, part or all of the net
income available for distribution by the APS Income Fund. Any undistributed income will be
reflected in the net asset value per share of the Fund. Distributions are classified as finance
costs in the Statement of Comprehensive Income
Equalisation
In the case of distributor shares, the Company operates an equalisation account to ensure that
the amount distributed in respect of each share will be the same for all shares notwithstanding
different dates of issue of those shares. Accordingly, a sum equal to that part of the
issue/redemption price of a share, which reflects income (if any) accrued up to the date of
issue/redemption, will be deemed to be an equalisation payment/charge and credited (in the
case of share issues)/debited (in the case of share redemptions) by the Directors to the
equalisation account. Part of the first distribution to holders of shares in respect of which
equalisation payments are made, will be paid out of the equalisation account.
Financial Assets
The Company classifies its financial assets into the following categories: financial assets at fair
value through profit or loss and loans and receivables. The classification is dependant on the
purpose for which the investments were acquired. The Directors determine the appropriate
classification of investments at the time of purchase and re-evaluate such designation at the
reporting date.
•

Financial assets at fair value through profit or loss are those that are designated by the
Directors at fair value through profit or loss at inception. Financial assets designated at
fair value through profit or loss at inception are those that are managed and their
performance evaluated on a fair value basis in accordance with the Fund’s documented
investment strategy.

•

Loans and receivables are non-derivative financial assets with fixed and determinable
payments that are not quoted in an active market. Loans and receivables consist of termdeposits held with credit institutions, accrued income other receivables and cash and cash
equivalents.

Purchases and sales of financial assets are recognised on trade date, the date on which the
Company commits to purchase or sell the asset. Financial assets are initially recognised at fair
value, and transaction costs for all financial assets carried at fair value through profit or loss
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are expensed as incurred. Financial assets are derecognised when the rights to receive cash
flows from the investments have expired or the Company has transferred substantially all
risks and rewards of ownership.
Financial assets at fair value through profit or loss are subsequently re-measured at fair value.
Realised and unrealised gains and losses arising from changes in the fair value of the financial
assets at fair value through profit or loss category are included in the Statement of
Comprehensive Income in the period in which they arise. Loans and receivables are carried at
amortised cost using the effective interest method less any allowance for impairment.
The fair value of financial instruments listed or dealt on a regulated market, is based on the
latest available price, appearing to the Directors. In the case of financial instruments which are
quoted, listed or normally dealt in or under the rules of a regulated market but in respect of
which, for any reason, prices on that regulated market may not be available at any relevant
time, the value thereof shall be determined by reference to prices sought from dealers, brokers
or pricing service providers.
Share capital
The share capital of the Fund is redeemable at the shareholders’ option and is classified as a
financial liability. The shares can be put back to the Fund at any dealing day for cash equal to a
proportionate share of the Fund’s net asset value.
The share capital is carried at the redemption amount that is payable at the balance sheet date
if the shareholder exercised its right to put the share back to the Fund. Such net asset value per
share would be payable in the case where the balance sheet date is a dealing day.
Cash and cash equivalents
For the purpose of the Statement of Cash Flow, cash and cash equivalents comprise deposits
held at call with banks.
Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and based on experience and other factors
including expectations of future events that are believed to be reasonable under the
circumstances.
In the opinion of the Directors, the accounting estimates and judgements made in the course of
preparing these financial statements are not difficult, subjective or complex to a degree which
would warrant their description as critical in terms of the requirements of IAS 1 (revised).
4.

NET ASSET VALUE PER SHARE
The net asset value per distributor share of the APS Income Fund is determined by dividing
net assets attributable to shareholders by the equivalent units. Equivalent units are the
accumulator shares in issue multiplied by the accumulation factor plus the distributor shares
in issue. As at 30 June 2010 the accumulation factor for the APS Income Fund was 1.06946255
(31 December 2009: 1.04811387). The net asset value per accumulator share is determined by
multiplying the distributor net asset value per share by the accumulation factor.
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DIVIDEND DISTRIBUTION
Distributions reflected in the relative Statement of Comprehensive Income for the year ended 30
June 2010:

APS Income Fund Distributor
Shares

Ex-dividend date

Rate per Share

Distribution
paid

31 December 2009

€ 2.0275

€ 269,549

Distributions reflected in the relative Statement of Comprehensive Income for the year ended 31
December 2009:

APS Income Fund Distributor
Shares
APS Income Fund Distributor
Shares

Ex-dividend date

Rate per Share

Distribution
paid

31 December 2008

€ 2.8133

€ 296,047

30 June 2009

€ 1.8510

€ 209,153

During the period ended 30 June 2010 a final dividend of € 1.8438 per share which amounted to
a distribution of € 288,506 was declared by the Directors on 30 June 2010 with respect to the
distributor shares of the APS Income Fund. This declared distribution will be reflected in the
Statement of Comprehensive Income for the year ending December 2010.
6.

CASH AND CASH EQUIVALENTS
For purpose of the Statement of Cash Flow, the period end cash and cash equivalents comprise
bank balances held at call as follows:
APS Funds SICAV p.l.c.
30.06.10
% of
31.12.09
net
€
assets
€
Cash at bank

800,998

4.81

72,484

% of
net
assets

30.06.10

0.53

799,798

€

APS Income Fund
% of
31.12.09
net
assets
€
4.81

71,284

The Fund has an overdraft facility with APS Bank Limited of € 1,000,000. This facility is
secured by the following pledges:
i)
500,000 (nominal) 4.80% MGS 2016 (II)
ii)
150,000 (nominal) 7.80% MGS 2013
iii)
200,000 (nominal) 6.45% MGS 2014 (II)
iv)
300,000 (nominal) 5.10% MGS 2014 (III)
which are held in the name of the Company. As at year end, the overdraft was not overdrawn.

% of
net
assets
0.52
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PORTFOLIO STATEMENT
Market
Value
30.06.10
€

% of
net
assets

Quoted Local Equities
Bank of Valletta p.l.c.
GO p.l.c.
HSBC Bank Malta p.l.c.
Malta International Airport p.l.c.
Middlesea Insurance p.l.c.
RS2 Software p.l.c.

335,311
76,000
195,270
48,600
78,900
25,864

2.02
0.46
1.17
0.29
0.47
0.16

Quoted Local Corporate Bonds
6.50% International Hotel Investments p.l.c. Euro Bonds
2012/2014
7.50% Mediterranean Investments Holding p.l.c. Euro Bonds 2012/2014
7.00% FIMBank p.l.c. 2012/2019 Euro Bonds
6.30% International Hotel Investments p.l.c. Bonds
2013
6.00% Gasan Finance Company p.l.c. Euro Bonds 2014/2016
7.15% Melita Capital p.l.c. 2014/2016
7.00% PAVI Shopping Complex p.l.c. 2014/2017
6.25% Tumas Investments p.l.c. Bonds 2014/2016
5.35% Izola Bank p.l.c. Secured Notes 2015
7.50% Mediterranean Investments Holding p.l.c Euro Bonds 2015
6.25% Corinthia Finance p.l.c. Bonds 2016/2019 (II)
7.00% MIDI Euro p.l.c. 2016/2018
6.20% Mizzi Organisation Finance p.l.c. Bonds 2016/2019
6.60% Eden Finance p.l.c. 2017/2020
6.25% International Hotel Investments p.l.c. Euro Bonds 2017/2020
6.50% Island Hotels Group Holdings p.l.c. Euro Bonds 2017/2019
6.80% Premier Capital p.l.c. Euro Bonds 2017/2020
6.00% Simonds Farsons Cisk p.l.c. Bonds 2017/2020
4.80% Bank of Valletta p.l.c. Subordinated Bonds 2020

251,875
413,176
259,436
253,750
321,988
219,956
608,353
107,535
400,000
35,704
131,950
278,154
255,000
300,000
254,500
115,669
331,998
383,724
505,500

1.51
2.48
1.56
1.53
1.94
1.32
3.66
0.65
2.40
0.21
0.79
1.67
1.53
1.80
1.53
0.70
2.00
2.31
3.04
0.65
1.01
3.77
0.68
3.15
3.82
6.05
3.78

APS INCOME FUND

Quoted Malta Government Bonds (up to 5 years)
7.50% MGS 2011
7.80% MGS 2012
7.80% MGS 2013
6.35% MGS 2013 (II)
3.60% MGS 2013 (IV)
6.45% MGS 2014 (II)
5.10% MGS 2014 (III)
5.90% MGS 2015 (II)

108,600
167,595
627,679
112,310
524,750
635,305
1,006,134
629,310
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Quoted Malta Government Bonds (5 to 15 years)
4.80% MGS 2016 (II)

539,600

3.24

Quoted Foreign Bonds
Alliance & Leiceister p.l.c. 3.50% 2011
American International Group Inc. 4.00% 2011
Lehman Brothers HLDG 4.00% 2011
Principal Finance 5.50% 2011
Abu Dabhi National 5.62% 2012
Anglo Irish Bank 2.625% 2012
BP Capital Markets 4.50% 2012
Daimler Int. 7.25% 2012
GE Capital Australian Funding 8.00% 2012
Lithuania 5.875% 2012
Bank of Scotland Hbos 5.625% 2013
BQ Centre 6.25% 2013

100,745
98,337
22,905
102,050
84,472
98,531
97,785
107,300
359,072
103,704
105,944
108,500

0.61
0.59
0.14
0.61
0.51
0.59
0.59
0.65
2.16
0.62
0.64
0.65

Eskom 4.00% 2013
Export-Import 5.75% 2013

100,595
106,050

0.60
0.64

Pemex Project Fin 6.25% 2013
Republic of Cyprus 3.75% 2013

107,413
102,075

0.65
0.61

77,423
84,660

0.47
0.51

71,488
144,343

0.43
0.87

99,893
64,132

0.60
0.39

750,000
1,700,000

4.51
10.22

Royal Bank of Scotland 5.00% 2013
Citigroup Int. 5.50% 2014
Rabobank 6.00% 2014
Irish Life 4.00% 2015
Nationwide 3.75% 2015
Hellenic Republic 3.60% 2016
Term Deposit
APS Bank Limited
HSBC Bank Malta p.l.c.
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Statement of Changes in the Composition of the Portfolio
The composition of the portfolio, detailed in the Portfolio Statement on pages 16 and 17, in comparison
with the Portfolio Statement as at 31 December 2009 stood as follows:

APS Income Fund
Quoted Local Equities
Quoted Local Corporate Bonds
Quoted Malta Government Bonds
Quoted Foreign Bonds
Term Deposit

% of
net assets
30.06.2010

% of
net assets
31.12.2009

4.57

5.12

32.63
26.16
14.11
14.73

32.92
33.83
11.75
14.87
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Information about the Scheme
1. AUTHORISATION
The Company is licensed by the Malta Financial Services Authority as a Collective Investment Scheme
pursuant to Section 6 of the Investment Services Act [Cap. 370 of the Laws of Malta].

2. INCOME
In the case of the distributor class of shares, the Company operates an equalisation account to ensure
that the amount distributed in respect of each share will be the same for all shares notwithstanding
different dates of issue of those shares. In the case of the accumulator class of shares, all income is
accumulated within the price of the shares, and therefore, no equalisation is required.

3. UP-FRONT CHARGE AND OTHER FEES
APS Income Fund
Initial Fee
An initial charge of 1.50%, on the amount invested.
Management fee
Under the terms of an agreement dated 1 February 2008, the Company appointed APS Bank Limited, to
provide management services for fees.
The Manager, APS Bank Limited, receives a management fee of 0.75% per annum of the net asset value
of the Fund.
Administration fee
Under the terms of an agreement dated 1 February 2008 the Company appointed Valletta Fund Services
Limited as Administrator to the Company to provide administration services for fees. The
Administrator, Valletta Fund Services Limited, receives for its services, a fee calculated as 0.13% per
annum of the net asset value of the Fund.
This fee is subject to a minimum fee of € 25,000, reduced to € 20,800 for the first twelve months from the
launch of the Fund.
Custodian fee
Under the terms of an agreement dated 1 February 2008, the Company appointed Bank of Valletta p.l.c.
as Custodian, to provide custody services for fees. The Custodian receives a custody fee of 0.03% per
annum of the net asset value of the Fund with a minimum annual fee of € 8,150.

4. TAX EXPENSE
The tax regime for collective investment schemes is based on the classification of funds into prescribed
or non-prescribed funds in terms of the conditions set out in the Collective Investment Schemes
(Investment Income) Regulations, 2001 as amended. In general, a prescribed fund is defined as a
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resident fund, which has declared that the value of its assets situated in Malta amount to at least 85% of
the value of the total assets of the fund. The APS Income Fund which is classified as a prescribed fund
for income tax purposes, would be subject to Maltese tax on its investment income as defined in the
Income Tax Act, at a rate of 10% or 15% depending on the nature of the income. No tax on capital gains
should be incurred by resident investors upon the disposal of units in such a fund.
In respect of distributions by the Company to the shareholders, dividends paid from Malta source taxed
profits, Malta source profits which are exempt from tax up to the level of the ultimate shareholder, or
profits received by the Company from the foreign income account of another Maltese company should
not be subject to a withholding tax or to a further tax in the hands of the shareholders.
Distributions from the Company’s Untaxed Account to a Maltese resident person (other than a person)
or to a non-resident person who is owned and controlled by, directly or indirectly, or who acts on
behalf of a person who is ordinarily resident and domiciled in Malta should, inter alia, be subject to a
withholding tax of 15%. This withholding tax should be deducted by the Company and the dividend
would be passed on to the Shareholders net of the tax. The Maltese resident individual investor may
opt to declare such dividends paid from the Untaxed Account of the Company in his/her income tax
return and in that case the 15% withholding tax would be available as a credit (or a refund, as the case
may be) against the individual’s tax liability.
Distributions from the Company’s equalisation reserve are treated as dividends for income tax
purposes and are likely to be subject to a withholding tax of 15% when paid to a Maltese resident
person (other than a company).
In case of the Company's foreign investments, any capital gains, dividends, interest and other gains or
profits may be subject to tax imposed by the country of origin concerned and such taxes may not be
recoverable by the Company or by its shareholders.

5. RISK WARNINGS
Market Fluctuations
Investment in the Fund should be regarded as a long-term investment. The Fund’s investments are
subject to normal market fluctuations and the risks inherent in all investments and there are no
assurances that capital appreciation will occur.
The price of shares and the income derived from them (if any), can, from time to time, go down as well
as up and investors may not realise the amount of their initial investment.
Past performance is no guarantee of future performance.
The value of the Fund, including the currency in which it is determined, may fall as well as rise.
Erosion of Capital
Deduction of the initial charge means that if an investor withdraws from the investment in the shortterm he/she may not get back the amount he/she invested.
Currency Fluctuations
Currency fluctuations between the base currency of the Fund, and
(i) the investor’s currency of reference, and ,
(ii) the currency of the underlying investments of the Fund,
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may adversely affect the value of investments and the income (if any) derived therefrom.

Investment on the Malta Stock Exchange
The APS Income Fund may invest in equity and debt securities quoted on the Malta Stock Exchange
(”MSE”), which is a relatively new market, when compared to more established markets. In addition,
the investments that can be made on the MSE are limited. This may lead to an exposure to a particular
security or industry sector, which is higher than the normally associated with a diversified portfolio.
This may expose the Fund to higher levels of volatility and may adversely affect the performance of the
Fund. Despite the fact that such securities are listed, the market in such securities may be illiquid.
The trading volumes on emerging Stock Exchanges such as the MSE are substantially less than the
world’s leading stock markets. Accordingly the buying and selling of securities may be time consuming
and may need to be effected at unfavourable prices.
Exposure to a single market
The APS Income Fund invests its assets predominately in the Maltese market and thus the degree of
market diversification is limited to such market. Therefore, the performance of the Fund is closely
linked to the performance of the Maltese market.
Investments in smaller companies
The APS Income Fund may invest in the securities of smaller companies, which securities can involve
greater risk than is customarily associated with investment in larger, more established companies. In
particular, smaller companies often have limited product lines, markets or financial resources and may
be dependent for their management on one or two key individuals. This may result in investments in
such markets being volatile.
Investments in unquoted companies
The APS Income Fund may invest in securities of unquoted companies, which securities can be subject
to risks not normally associated with quoted securities.
These risks are mainly related to the illiquidity of the market.

6. SCHEME PARTICULARS
The above details are extracted from the APS Funds SICAV p.l.c. Prospectus and Supplement thereto,
both dated 4 March 2009, which are available upon request from the Investment Manager, and were
current at the date of publishing of this Interim Report and Unaudited Financial Statements. Persons
wishing to invest in the APS Income Fund should do so on the basis of the full information contained in
the Prospectus and the Supplement.

7. MANAGER’S STATEMENT
In the opinion of the Manager, this Interim Report and Unaudited Financial Statements contain all the
information necessary to enable the investors to make an informed judgment of the results and
activities of the Company for the period ended 30 June 2010, and does not omit any matter or
development of significance.

